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Next Stop, Top 3:
India’s Golden Decade Begins Now
India has just leapfrogged Japan to become the world’s 4th largest 
economy—a milestone that goes beyond just numbers. It signals how far the 
country has come and sets the stage for an exciting new chapter.

Back in 2014, India was ranked 10th. Just over a decade later, the economy has 
more than doubled in size, with a nominal GDP crossing $4.19 trillion. 
Structural reforms, strong private investment, rapid digitization, and a 
thriving domestic market have driven this remarkable growth.

Next up? Germany, currently the world’s 3rd largest economy. If current 
trends continue, India is on track to overtake it by 2028.

But this journey isn’t just about climbing the global rankings—it’s about 
broad-based, sustainable growth, and what it means for India's future. 
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Growth in a World That’s Slowing
At a time when many developed 
economies are struggling with sticky 
inflation, slowing growth, concerns 
about stagflation, debt burdens, and 
shrinking populations, India stands 
out.

India is now the fastest-growing major
economy, with annual growth of 
6.5–7%. That’s not by accident—it’s the 
result of key reforms:

India's demographics are also a key advantage. With a median age of 28.8, 
India boasts a young and rapidly expanding workforce, which directly 
contributes to its economic dynamism.
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Implementation of the
Goods and Services Tax

Production-linked 
Incentive

Increased Expenditure
on Infrastructure 

Strong Digital Public 
Infrastructure

Insolvency and 
Bankruptcy Code



Amidst global uncertainty, India has achieved something rare: rapid growth 

with relative macroeconomic stability. India’s growth, when the other major 

economies are grappling with instability, isn’t a story of chance. It is based on 

the foundation of stable economic fundamentals, strong manufacturing 

growth, and flourishing growth seen in the services sector. While India 

becoming the 4th largest economy is an achievement that cannot be 

negated, the numbers dampen the growth when viewed in per capita terms. 

In today’s newsletter, we will chart the course that India took to become the 

4th largest economy and discuss the factors that can propel India to the next 

target, beating Germany to become the 3rd largest economy in the coming 

few years. 

India: A Goldilocks Economy
The road to becoming the 4th 

largest economy, up from the 

10th largest economy just a 

decade ago, was paved by 

structural economic reforms 

and monetary policy stability. 

The stable economic 

environment over a 

prolonged period has led 

economists to call India a 

"Goldilocks economy”—not 

too hot to overheat, and not 

too cold to stagnate.
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What supports India’s growth?

This “just right” mix echoes the historic growth phases demonstrated in the 
U.S. (1980s), China (2000s), and South Korea (post-1997)—all periods marked 
by investment booms and lasting prosperity.

PMI Signals: Manufacturing &
Services Sectors Are Firing
India’s economic strength is also reflected in the Purchasing Managers’ Index 
(PMI), which has shown strong expansion across both manufacturing and 
services over the past three years.

Inflation remains controlled at around 3%, comfortably within the

RBI’s target range.

Rising formal employment

Consistent GDP growth above 6%

Political and fiscal stability that strengthens investor confidence
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Manufacturing PMI Growing at a Steady Rate

India’s Month-wise Manufacturing PMI for the last 3 years 

India Manufacturing PMI has been above 50 since July 2021, indicating 
expansion. The May 2025 PMI came in at 57.6, slightly down from 58.2 in April, 
but remaining well above the 50-mark. 

While the manufacturing PMI is expanding, the contribution of the 
manufacturing sector to the GDP has stayed stagnant at 17% for the past 
decade. Government initiatives such as ‘Make in India’, etc, have failed to 
boost the manufacturing sector’s contribution to the GDP. 
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Services PMI Outpaces Overall Economic Growth 

India Services PMI has been above 50 since August 2021. This is the longest 
sustained expansion since 2011. The service PMI surged to 61.2 in May 2025, up 
from 58.7 in April, marking the fastest expansion since April 2024. The 
numbers highlight the rapid expansion of the Indian service sector, driven by 
robust sales growth and increased business activity. 

While the manufacturing sector’s contribution to GDP has held steady at 17% 
for the past decade, the service sector’s contribution to GDP has increased 
from 50% in 2014 to 55.3% in FY25. This indicates that the service sector’s 
growth has outpaced GDP growth over the past decade. 

India’s Month-wise Services PMI for the last 3 years 
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The sustained expansion in both sectors underscores India's resilient 
economic landscape, with the services sector, in particular, playing a pivotal 
role in driving growth. 

While the manufacturing and service sectors are thriving, economic growth is 
diluted when considering the country's vast population and resulting per 
capita income. 

Big GDP, Low Per Capita: The Opportunity Ahead

While India’s total GDP is massive, its per capita income remains modest at 
around $2,800—a consequence of its large population.

But this is where the real opportunity lies.

Rising per capita income is set to be the next growth multiplier.

Economists point to a $3,000 per capita income as a tipping point, where 
consumption begins to take off.

India is projected to surpass this milestone by 2027, triggering a 
broad-based consumption boom across various categories, including travel, 
beauty, imported foods, and lifestyle services.
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The Road to Top 3:
Debt Markets Could Lead the Way
The Indian debt and equity markets 
are both likely to experience a boom 
in the coming years as India enters a 
decade of growth, driven by a surge 
in domestic consumption and 
increasing exports. This will pave the 
path for India to become the 
third-largest economy, surpassing 
Germany. 

The last decade and a half have been marked by significant growth, and the 
Indian equity markets have felt its impact. The Indian equity markets have 
experienced a phenomenal run, with increased participation from Indian 
retail and institutional investors, as well as foreign institutional and portfolio 
investors. The increased involvement led to several companies approaching 
the market to raise capital.

While the equity markets were experiencing their moment, the Indian 
government was on a path of fiscal prudence, focusing on reducing the 
country's debt burden. Fiscal prudence sets India apart from its economic 
peers and may prove to be the basis for its path to becoming the 3rd-largest 
economy by 2028. 
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India’s Indebtedness:
A Factor That Sets India Apart 
A critical parameter that underpins a country's ability to grow is the country’s 
liabilities relative to GDP, as this indicates the burden of debt servicing for 
future generations, which is to be provided from future income.
 
India is most favourably placed in comparison to its peers, with a government 
debt-to-GDP ratio of 83%. The government debt includes both central and 
local government debt. In contrast, China’s government debt-to-GDP ratio is 
130%, and that of Japan is 252%. 

India’s total debt-to-GDP ratio, which includes government as well as private 
sector debt, stands at 172.7%. In comparison, China’s total debt-GDP ratio is 
nearly 300%, and that of Japan is more than 400%. 

These high liabilities would have to be serviced by these countries, especially 
in a period when the share of their working-age population would be 
shrinking. 

65.0%

27.2%

7.8%

Remaining Bond Market

Corporate Debt Market

Equity Market

Comparison of Indian Financial Markets
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The low indebtedness, combined with decreasing interest rates, sets India 
apart from the other economies. The Indian bond market is valued at $2.69 
trillion, with the corporate debt market contributing approximately $600 
billion. In contrast, the Indian equity market has a market capitalization that is 
almost double that of the Indian debt market, at over $5 trillion.

Currently, the Indian equity market is approximately twice the size of the 
Indian bond market; however, this is not the case for other developing and 
developed economies. In fact, in the case of the United States and China, the 
equity and bond market valuations are nearly equal.

Equity and debt are the two significant sources of capital creation in an 
economy. The equity markets have had their run, and with interest rates 
lowered, combined with a growing economy and booming domestic 
consumption, the stage is set for the growth of the corporate bond market in 
India. 
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To become a middle-income nation by 2047, India must:

The journey will be powered by capital creation through equity and debt 
markets, setting up decades of opportunities for investors.

India @ 2047: From Aspiration to Attainment
India may now be the world’s 4th-largest economy, but it’s still classified as a 
lower-middle-income country by the World Bank.

That could change by 2047, India’s 100th year of independence, if the country 
stays on its current trajectory.
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Sustain 7–8% real
GDP growth

Increase per capita
income by 4–5x

Continue infrastructure,
digital, and labour reforms

Improve access to education,
healthcare, energy, and finance



Top 10 Counties GDP vs Debt-to-GDP Ratio
GDP is the total monetary value of all goods and services produced within a 
country over a specific period, usually a year or a quarter. While India has 
shown remarkable progress in GDP growth, it has the lowest per capita GDP 
among the top 10 countries. 

India aspires to be the third-largest economy by 2030 and a middle-income 
country by 2047, and India’s growth trajectory will be supported by its 
favourable debt-to-GDP ratio. Let’s see how the top 10 economies fare on 
macroeconomic parameters of GDP, their per capita distribution, and debt in 
comparison to GDP.  

*All GDP numbers in USD Trillion 
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China 

Debt-to-GDP
~130% 

GDP 17.7 

Germany 

Debt-to-GDP
~63% 

GDP 4.5

India

Debt-to-GDP
~83% 

GDP 4.3

Japan

Debt-to-GDP
~251%  

GDP 4.2

United
Kingdom 

Debt-to-GDP
~102%

GDP 3.6

France 

Debt-to-GDP
~112% 

GDP 3.3
Brazil 

Debt-to-GDP
~88% 

GDP 2.2

Italy 

Debt-to-GDP
~137% 

GDP 2.1

Canada 

Debt-to-GDP
~106% 

GDP 2.1



Expert Views

What Is Inflation? Is It Always the Antihero? 

Understanding RBI’s 50 Basis Point Rate Cut  

Why Indian Companies Are Embracing
the Corporate Bond Markets

Is inflation quietly eating away at your savings, or is it a 
hidden force driving economic progress? Uncover 
what inflation means, how it works, and why it matters 
more than you think. 

Read More

Curious how RBI’s 50 bps repo & 100 bps CRR cuts on 
June 6, 2025 will shake up loans, savings, bonds, rupee, 
stocks, mutual funds—and your wallet? Find out what 
it really means.  

Read More

Read More

India’s corporate bond market is expanding as 
companies seek funding, retail interest rises, rules ease, 
and short-term instruments gain ground—what’s 
behind this shift, and how might it reshape India’s 
future?
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https://www.jiraaf.com/blogs/what-is-inflation
https://www.jiraaf.com/blogs/rbi-repo-rate-cut-2025-impact
https://www.jiraaf.com/blogs/indian-companies-corporate-bond-market-growth
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Jiraaf in the News

Jiraaf’s Bond Analyser helps decode fixed-income 
investing by comparing credit, spotting unusual yields, 
and simulating scenarios—could this be the smart edge 
retail and institutional investors need in a complex bond 
market?

Jiraaf launches India’s first Bond Analyser to 
decode fixed-income investing

Curious how bond yield shifts ripple through 
currency—making overseas education pricier, travel 
budgets unpredictable, and exchange rates volatile? 
Jiraaf founder Saurav explains the hidden link reshaping 
your global plans and wallet abroad. 

How currency movements driven by bond 
yields impact your overseas education or 
travel plans 

Curious if Indian IT giants will follow US tech in mass 
layoffs—driven by cost cuts, automation, AI shifts, and 
slower global demand—what does this mean for India's 
workforce, and how can professionals future-proof their 
careers? 

Tech Layoffs: Will Indian IT Players Follow 
The US Job Cuts Trend? 

Read More

Read More

Read More

https://economictimes.indiatimes.com/markets/bonds/jiraaf-launches-indias-first-bond-analyser-to-decode-fixed-income-investing/articleshow/121903563.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://m.dailyhunt.in/news/india/english/veritas+reputation-epaper-dh08583469ec1d47d5a2442ee577254b6f/how+currency+movements+driven+by+bond+yields+impact+your+overseas+education+or+travel+plans-newsid-dh08583469ec1d47d5a2442ee577254b6f_c28d4c00468511f0bb7a15f34874aaca?sm=Y
https://www.goodreturns.in/news/tech-layoffs-will-indian-it-players-follow-the-us-job-cuts-trend-1433037.html
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DISCLAIMER

Investments in debt securities/municipal debt securities/securitized debt
instruments are subject to risks including delay and/ or default in payment.
Read all the offer-related documents carefully.
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