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KEY HIGHLIGHTS
Context of the News

Iran has expressed reluctance to join a new
round of peace talks with the United States,
citing “historical mistrust” and “bad faith.”
The U.S., under President Donald Trump, has
imposed a naval blockade on Iran, which it
claims will remain until a deal is reached.
Allegations of U.S. maritime aggression,
including seizure of an Iranian vessel, have
escalated tensions.
Iran’s President Masoud Pezeshkian rejected
U.S. pressure, stating Iran will not surrender.
The issue involves the Strait of Hormuz, a
critical global oil transit chokepoint.

Key Points
Naval Blockade: The U.S. claims Iran is losing
~$500 million/day due to restricted trade.
Strait of Hormuz Tensions:

Iran briefly signaled reopening but later
reasserted control.
IRGC reportedly obstructed oil tankers.

Diplomatic Stalemate:
Iran cites contradictory U.S. actions
despite ceasefire signals.
The U.S. seeks a deal “better than” Joint
Comprehensive Plan of Action.

Military Escalation Risks:
U.S. threats to target Iranian infrastructure.
Iranian claims of vessel seizure in Gulf of
Oman.

Global Stakes:
Strait handles ~20% of global petroleum
trade.
Any disruption impacts global oil prices
and energy security.

Static Linkages
Strait of Hormuz connects Persian Gulf to Gulf
of Oman and is a strategic chokepoint.
Freedom of navigation is governed under
UNCLOS (United Nations Convention on the
Law of the Sea).
Economic sanctions and blockades are tools of
coercive diplomacy.
Nuclear non-proliferation framework includes
IAEA safeguards and multilateral agreements.
West Asia is central to global energy security
and geopolitical rivalries.

Critical Analysis
Concerns

Escalation may lead to military conflict in West
Asia
Disruption of oil supply → global inflationary
pressure
Naval blockade may violate freedom of
navigation norms
Weakens trust needed for diplomacy

Stakeholder Perspectives
U.S.: Seeks stronger nuclear deal, strategic
dominance
Iran: Protect sovereignty, resist coercion
India: Stability + uninterrupted energy supply
Global Community: Avoid conflict in key trade
route

Way Forward
Revive multilateral diplomacy (UN, EU
mediation)
Ensure freedom of navigation in global
commons
Promote confidence-building measures
India: diversify energy sources & strategic
reserves
Avoid unilateral coercive actions; strengthen
rule-based order
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KEY HIGHLIGHTS
Context of the News

Chief Justice of India Surya Kant highlighted
the alarming rise of “digital arrest scams”
during the 22nd D.P. Kohli Memorial Lecture
organised by the Central Bureau of
Investigation.
The Supreme Court has taken suo motu
cognisance of such scams due to their
increasing severity.
These scams involve fraudsters impersonating
law enforcement officials to psychologically
coerce victims into transferring money.
India witnessed massive financial losses due to
cybercrime in recent years, prompting
concerns at both national and global levels
(including observations by Financial Action
Task Force).

Key Points
Scale of cybercrime:

~28 lakh cybercrime complaints registered
in the past year.
₹44,000 crore lost during 2024–2025.

Digital arrest scams specifically:
Over 2.41 lakh complaints since 2022.
Estimated losses: ~₹30,000 crore.

Nature of crime:
Victims are psychologically manipulated
using fake legal threats.
Exploits fear of law enforcement and social
stigma.

Underreporting issue:
Victims hesitate due to embarrassment,
stigma, and fear of disbelief.

Global dimension:
FATF notes ~15% of global adults exposed
to cybercrime attempts.

Only ~10% of defrauded money is
recoverable.

Operational challenges:
Criminals operate as coordinated networks.
Institutional response remains fragmented
and slow.

Suggested measures by CJI:
Real-time data sharing between agencies.
Temporary pause on suspicious foreign
transactions.
Integrated command structures for
cybercrime response.

Static Linkages
Cybercrime recognized under the Information
Technology Act, 2000 (amended 2008).
Article 21: Protection of life and personal liberty
includes dignity and privacy.
Right to Privacy (Puttaswamy Judgment, 2017) as
a fundamental right.
Indian Penal Code (IPC) provisions on cheating,
impersonation, and fraud.
Data Protection framework: Digital Personal Data
Protection Act, 2023.
Role of CERT-In (Indian Computer Emergency
Response Team) in cybersecurity.
Police and Public Order under State List (7th
Schedule), but cybercrime has inter-
state/international dimensions.

Critical Analysis
Positive Aspects

Recognition of cybercrime as violation of dignity,
not just economic offence.
Judicial intervention ensures urgency.
Focus on psychological harm expands legal
understanding.

Challenges
Fragmented coordination among agencies.
Cross-border nature of cybercrime.
Low recovery rate (~10%).
Weak digital literacy and awareness.
Rapid evolution of cyber fraud techniques.

Ethical Dimension
Exploitation of fear and authority.
Violation of trust in institutions.
Social stigma leading to victim isolation.

Way Forward
Real-time coordination between agencies.
Integrated cybercrime command centres.
Temporary pause/verification of suspicious
transactions.
Strengthen international cooperation
mechanisms.
Large-scale digital awareness campaigns.
Use of AI/ML in fraud detection.
Capacity building of police and judiciary.
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KEY HIGHLIGHTS
Context of the News

A recent modelling study published in
Environmental Research: Climate projects that
India’s forests could nearly double their
carbon storage by 2100 under current
emission trends.
The study involves researchers from multiple
Indian institutes and offers a granular, long-
term forecast of forest carbon dynamics.
Findings differ significantly from official
estimates by Forest Survey of India, which
periodically assesses forest and tree cover.
The study highlights how climate change
factors (CO₂ and rainfall) may reshape forest
ecosystems across regions.

Key Points
Projected Increase in Forest Carbon:

~35% increase under low-emission scenario
~62% under medium-emission scenario
~97% under high-emission scenario by
2100

Temporal Trend:
Similar projections across scenarios till
~2030
Sharp divergence post-2050, especially in
high-emission pathway

Drivers of Increased Biomass:
Elevated CO₂ levels → Enhanced
photosynthesis (CO₂ fertilization effect)
Increased precipitation → Better moisture
availability

Lag Effect:
Vegetation response delayed:

~2 years (low/medium emissions)
~4 years (high emissions)

Regional Variations:
Highest relative increase:

Semi-arid & dry regions (Rajasthan,
Gujarat, W. MP) (>60%)

Moderate increase:
Trans-Himalayas, Gangetic plains,
Deccan Plateau

Lowest increase:
Western Ghats & Himalayas (due to
ecological saturation & stress)

Important Caveat:
Models exclude disturbances like:

Deforestation
Wildfires
Pest outbreaks
Land-use change

Static Linkages
India’s forests act as a carbon sink under
Nationally Determined Contributions (NDCs)
India aims to create an additional carbon sink
of 2.5–3 billion tonnes CO₂ equivalent by 2030
Forests classified as:

Very Dense Forest (VDF), Moderately Dense
Forest (MDF), Open Forest

Carbon cycle concept: Sources vs sinks
(NCERT Geography)
Ecosystem productivity & limiting factors
(temperature, water, nutrients)
Role of forests in climate regulation,
biodiversity conservation, and hydrological
cycles

Critical Analysis
Positives:

Indicates potential increase in natural carbon
sequestration
Highlights role of dryland ecosystems in
climate mitigation
Supports India’s Paris Agreement
commitments

Concerns:
Carbon increase ≠ ecosystem stability
Models ignore disturbances (fires,
deforestation)
Risk of carbon release during extreme events
Limited gains in biodiversity hotspots

Way Forward
Strengthen afforestation & reforestation
programmes
Promote climate-resilient forest management
Enhance forest monitoring using technology
(GIS, remote sensing)
Control deforestation and land-use change
Integrate carbon sequestration with
biodiversity conservation
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KEY HIGHLIGHTS
Context of the News

India faces a structural Liquefied Petroleum
Gas (LPG) imbalance, with demand far
exceeding domestic production.
Total LPG consumption reached ~33.15 million
tonnes, but only ~40% is met domestically,
with ~60% imported.
Around 90% of LPG imports pass through the
Strait of Hormuz, raising strategic concerns
amid geopolitical tensions.
LPG is predominantly a household cooking
fuel, making supply disruptions a direct
welfare issue rather than just an industrial
concern.

Key Points
Import Dependence:

LPG demand is ~250% of domestic
production.
Imports equal ~150% of domestic output.

Consumption Pattern:
>90% LPG used in households; commercial
share <10%.
Unlike petrochemical use, household
demand is inelastic.

Strategic Risk:
Heavy reliance on a single maritime route
(Hormuz).
Global LPG supply pool is limited and pre-
committed.

Storage Deficit:
Operational storage: ~15 days.
Strategic cavern storage: ~1.5 days only
(140 TMT).

Comparative Perspective:
Japan:

High imports but diversified energy mix.
~108 days of LPG reserves.

China & South Korea:
LPG largely used in petrochemicals, not
households.

Static Linkages
Energy security as part of economic
sovereignty and strategic autonomy
Role of subsidies in welfare delivery (DBT,
PAHAL scheme)
Importance of diversification of energy
sources
Strategic petroleum reserves concept and
buffer stock logic
Urban energy transition and electrification
trends
Demand-supply mismatch in essential
commodities
Infrastructure gaps in storage and distribution
systems

Critical Analysis
Strengths

LPG expansion improved clean fuel access
Reduced indoor air pollution
Strong welfare linkage (Ujjwala)

Weaknesses
High import dependence
Heavy reliance on single chokepoint (Hormuz)
Low strategic reserves
Household demand is inelastic

Challenges
Supply disruption risks
Competing demand (household vs
petrochemical sector)
Limited short-term substitutes

Way Forward 
Build strategic LPG reserves (2–3 weeks buffer)
Prioritize domestic LPG for households
Promote electric cooking (induction transition)
Expand PNG networks
Diversify import sources and routes
Separate industrial and household LPG
demand
Encourage behavioral shift (Give-it-up
campaign)
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KEY HIGHLIGHTS
Context of the News

Recent disruptions in global aviation due to
escalating tensions involving Iran, Israel, and
the United States have led to airspace closures
across West Asia.
Flights from India, particularly via Indira
Gandhi International Airport, are being
rerouted, causing delays and operational
challenges.
Airlines are facing increased fuel consumption,
longer routes, and rising costs due to
restricted air corridors.

Key Points
Flight durations have increased by 2–8 hours
due to rerouting.
Jet fuel prices surged to ~$195–197/barrel,
significantly impacting airline costs.
Aviation fuel constitutes 25–40% of airline
operating costs.
Airline profit margins remain low at 3–5%,
making the sector highly vulnerable.
Ticket prices have increased by 10–20%, with
fuel surcharges rising by 30%+ in some cases.
Thousands of flights cancelled globally,
especially on Europe–Asia routes.
Indian airlines are disproportionately affected
due to reliance on West Asian air corridors.
Potential long-term shift in global aviation
hubs toward Türkiye, Southeast Asia, and India.

Static Linkages
Air transport as a component of infrastructure
and economic development
Role of crude oil prices in inflation and current
account deficit
Taxation structure of Aviation Turbine Fuel
(ATF) in India

Balance of Payments and exchange rate
impact
Globalisation and supply chain disruptions
Concept of geopolitical risk in international
trade
Hub-and-spoke model in aviation networks
Government regulation of civil aviation (DGCA,
ICAO framework)

Critical Analysis
Positives

Opportunity for India to emerge as an
alternative aviation hub
Push for technological upgrades (fuel-efficient
aircraft)
Encourages diversification of global aviation
routes

Negatives
Increased costs → reduced profitability of
airlines
Higher airfares → decline in passenger demand
Vulnerability due to dependence on
geopolitically sensitive routes
Pressure on India’s current account deficit due
to high fuel prices

Challenges
High taxation of ATF in India
Limited pricing power of airlines
Uncertainty due to prolonged geopolitical
tensions

Way Forward
Bring ATF under GST for tax rationalisation
Develop India as a global aviation hub
Diversify international air routes
Strengthen bilateral air service agreements
Invest in ultra-long-haul aircraft and fuel
efficiency
Improve resilience through better risk
management frameworks
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KEY HIGHLIGHTS
Context of the News

On April 19, 2026, a major explosion in a
fireworks unit in Virudhunagar district killed 25
workers and injured several others.
A subsequent blast increased the number of
injured, including police and firefighters.
Over the last four years, the district has
witnessed 134 deaths and 89 injuries due to
similar incidents.
The region is a hub of India’s fireworks
industry, with a high concentration of small-
scale units.
Preliminary findings suggest violations of
safety norms, including:

Unauthorized operation on a holiday
Excess workforce (40 workers vs permitted
~12)

Recurrent nature of such incidents points to
systemic regulatory and enforcement failures
rather than isolated accidents.

Key Points
Fireworks manufacturing is classified as a
hazardous industry under Indian law.

Safety norms are governed by:
Explosives Rules, 2008 under the Explosives Act,
1884
Licensing by Petroleum and Explosives Safety
Organisation (PESO)

Common violations in such incidents:
Overcrowding in units
Improper storage of chemicals
Lack of protective equipment
Unauthorized operations

Economic dimension:
The industry employs lakhs of workers, largely from
economically weaker sections
Concentrated in drought-prone, low-agriculture
productivity regions

Administrative gaps:
Weak inspections and “ritualistic compliance”
Manpower shortages in enforcement agencies

Ethical dimension:
Workers knowingly operate in hazardous conditions
due to lack of alternative livelihoods

Static Linkages
Directive Principles emphasize safe and humane
working conditions
Right to life includes right to safety and dignity at
workplace
Hazardous industries require state regulation and
inspection mechanisms
Labour welfare and occupational safety are part of
social justice framework
Disaster management includes industrial and chemical
hazards
Informal sector employment linked to poverty and
regional imbalance

Critical Analysis
Issues

Regulatory failure: inspections are ritualistic, not
effective
Poor enforcement of licensing conditions
High dependence on manual hazardous labour
Lack of accountability for violations
Focus on compensation rather than prevention

Socio-economic Dimension
Workers from economically weaker sections
Limited alternative livelihoods → risk acceptance
Region dependent on this industry

Ethical Dimension
Violation of dignity and safety of labour
State failure in protecting vulnerable citizens

Way Forward
Strengthen inspection mechanism with accountability
Use technology-based monitoring (digital logs, CCTV,
geo-tagging)
Strict penalties for violations; shut repeat offenders
Promote automation to reduce human exposure
Skill diversification and alternative livelihood programs
Formalisation of labour + insurance (ESIC coverage)
Cluster-based safety infrastructure
Awareness and mandatory safety certification

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH



KEY HIGHLIGHTS
Context of the News

Escalation of conflict involving Iran, Israel, and
the United States has led to disruption of
maritime traffic through the Strait of Hormuz.
The Strait, located between Iran and Oman,
handles nearly 20% of global oil and LNG
trade.
Gulf countries like Saudi Arabia and United
Arab Emirates are exploring alternative export
routes to reduce dependence on this
chokepoint.
Temporary halt in shipping has exposed global
energy supply vulnerabilities and triggered
strategic infrastructure planning (pipelines,
ports).

Key Points
Strait of Hormuz is a critical maritime
chokepoint for global energy security.
Disruption has demonstrated Iran’s ability to
weaponise geographic advantage.
Existing bypass infrastructure:

Saudi East–West Pipeline (Yanbu) to the
Red Sea.
UAE’s Abu Dhabi Crude Oil Pipeline
(ADCOP) to Fujairah (Gulf of Oman).

Proposed/Revival pipeline options:
Iraq–Turkey pipeline (Kirkuk–Ceyhan)
expansion.
Basra–Aqaba pipeline (Iraq–Jordan).
Revival of IPSA pipeline (Iraq–Saudi Arabia).

Challenges:
High capital investment
Political instability and regional conflicts
Cross-border coordination issues

Countries like Kuwait, Qatar, Bahrain have
limited geographical alternatives.

Static Linkages
Strait of Hormuz as a strategic chokepoint in
world geography (NCERT Class XII –
Fundamentals of Human Geography).
Concept of energy security and diversification
of supply sources (Economic Survey).
Role of geopolitics in trade routes (India Year
Book – External Sector).
Pipeline transport as a cost-effective and
secure mode (NCERT Class X Geography –
Lifelines of National Economy).
Impact of conflicts on global commodity prices
(oil shocks) (Macroeconomics basics).

Critical Analysis
Pros

Encourages diversification of energy routes
Promotes regional cooperation in Gulf region
Enhances long-term energy resilience

Cons
Pipelines are costly and time-intensive
Vulnerable to conflicts, sabotage, and political
disputes
Maritime transport remains more flexible and
cheaper

Challenges
Political instability in West Asia
Cross-border coordination issues
Financing large-scale infrastructure

Way Forward
Develop multi-route energy transport systems
Strengthen strategic petroleum reserves (SPR)
Enhance regional cooperation (GCC
framework)
Diversify energy imports (for India)
Accelerate renewable energy transition
Improve maritime security mechanisms
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KEY HIGHLIGHTS
Context of the News

Rising inflation—especially food and fuel—has
intensified the cost-of-living crisis for workers.
Evidence from National Statistical Office (via
Periodic Labour Force Survey) shows stagnant
or declining real wages across rural and urban
India.
Even after a mild recovery post-2022, real
wages remain below 2011–12 levels.
Informal workforce distress: ~94% of e-Shram
registered workers earn < ₹10,000/month.
High reliance on public employment schemes
indicates hidden unemployment and weak
labour markets.
Economic Survey of India highlights weak
income growth and demand slowdown.

Key Points
Real Wage TrendsUrban:

 ↓ ~1.2% annually (2011–12 to 2022–23)
Rural: ↓ ~0.6% annually

Casual & Informal Workers
Rural casual wages ↓ ~3% annually (2022–
25)
Informal wages below minimum wage
benchmarks

Self-employed & Farmers
Declining real earnings since 2017–18
Farmers’ income ↓ ~0.6% annually

Inflation Drivers
Food inflation + LPG price rise
Risks from global energy shocks & monsoon
variability

Macroeconomic Impact
Low incomes → weak consumption → low
private investment
Emergence of demand-deficient growth
cycle

Static Linkages
Real vs Nominal Wage (Inflation
adjustment)
Demand-Pull vs Cost-Push Inflation
Keynesian Demand Theory
Disguised Unemployment
Informal Sector Characteristics
Minimum Wage vs Living Wage
Labour Reforms – Code on Wages,
2019
Inclusive Growth & Human
Development

Critical Analysis
Positives

Improved labour data (PLFS, e-
Shram) aids targeted policymaking
Welfare schemes act as safety nets
during distress

Negatives / Challenges
Persistent real wage stagnation
despite GDP growth
Dominance of informal sector
(~90%)
Weak enforcement of minimum
wages
Inflation disproportionately affects
poor households
Low wages suppress aggregate
demand

Structural Issues
Jobless growth pattern
Low productivity in informal sector
Skilling gaps and labour market
mismatch

Ethical/Constitutional Angle
Article 38: Reducing inequality
Article 43: Living wage & decent
standard of life

Way Forward
Ensure living wage framework
beyond minimum wage
Strengthen labour-intensive
manufacturing
Formalize workforce via digital +
policy reforms
Expand universal social security
coverage
Control inflation through supply-
side measures
Increase rural income support &
productivity
Promote skill development aligned
with industry demand
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KEY HIGHLIGHTS
Context of the News

India’s population is projected to peak around
early 2060s (as per United Nations
Department of Economic and Social Affairs
and national projections).
With the freeze on delimitation ending in 2026,
proposals to increase Lok Sabha seats from
543 to ~850 are under discussion.
Likely use of 2011 Census data for delimitation
has triggered concerns over regional
imbalance.
Debate: Whether increasing MPs is necessary
for improving representation or whether
reforms in governance structure are
preferable.

Key Points
Delimitation Framework

Based on Articles 81 & 82 of the
Constitution.
Freeze imposed via 42nd Amendment
(1976) and extended by 84th Amendment
(2001) till 2026.

Population Dynamics
India nearing demographic stabilisation.
Growth concentrated in northern states;
southern states show low fertility rates.

Representation Issue
High population per MP ratio (~20–30 lakh).
Regional disparities may widen post-
delimitation.

Institutional Capacity Argument
Representation today enhanced through
technology and governance tools.
MP effectiveness not solely dependent on
constituency size.

Women’s Representation
Only ~13.6% in Lok Sabha (2024).
Issue linked to political participation, not seat
availability.
Existing Democratic Base~3.2 million elected
representatives in local bodies.
Indicates need to strengthen decentralisation
rather than expand Parliament.

Static Linkages
Articles 81, 82 – Lok Sabha composition and
delimitation
42nd & 84th Constitutional Amendments – Freeze on
seat redistribution
73rd & 74th Amendments – Panchayati Raj & Urban
Local Bodies
Principle of “One person, one vote, one value”
Demographic Transition Theory (NCERT)
2nd ARC – Strengthening local governance
Role of Finance Commission in fiscal federalism

Critical Analysis
Arguments in Favour

Reduces population burden per MP
Enhances democratic representation
Aligns representation with current population realities

Arguments Against
May penalise states that controlled population growth
Risks north-south political imbalance
Creates permanent institutional expansion for
temporary demographic peak
Higher fiscal and administrative costs
Does not ensure better governance outcomes

Core Issue
Representation crisis is less about numbers and more
about:

Access
Efficiency
Decentralisation

Way Forward
Balanced Delimitation Approach

Combine population with equity and federal
considerations

Strengthen Local Bodies
Ensure 3Fs: Funds, Functions, Functionaries

Promote Women’s Representation
Effective implementation of Women’s Reservation

Use Technology
Digital governance to enhance MP accessibility

Consensus-based Reform
Avoid abrupt changes; ensure cooperative
federalism

Periodic Review Mechanism
Avoid irreversible institutional expansion
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KEY HIGHLIGHTS
Context of the News

The two-week ceasefire between Iran and
United States is nearing collapse amid
renewed hostilities.
Despite initial assurances by Iran to reopen the
Strait of Hormuz for commercial shipping, the
Islamic Revolutionary Guard Corps reimposed
restrictions.
The US reportedly seized an Iranian cargo
vessel attempting to bypass the blockade.
Iran retaliated by targeting commercial ships,
including Indian-flagged vessels, escalating
maritime insecurity.
Diplomatic talks expected in Islamabad remain
uncertain, indicating shrinking space for
negotiations.

Key Points
Strategic chokepoint: Strait of Hormuz handles
~20% of global oil trade (as per US Energy
Information Administration).
Internal power struggle in Iran: Civilian
leadership vs IRGC hardliners influencing
foreign policy decisions.
US strategy: Coercive diplomacy—
simultaneous negotiation and military
pressure.
Regional linkage: Ceasefire dynamics linked
with tensions in Lebanon and broader West
Asian geopolitics.

Impact on India:India imports ~85% of its crude
oil (Economic Survey).
Nearly 60% of imports pass through the Strait of
Hormuz.

Global economic risk: Potential spike in oil prices,
inflationary pressures, and supply chain
disruptions.

Static Linkages
Major sea lanes of communication (SLOCs) and
chokepoints in world geography.
India’s energy security and import dependence
(Economic Survey, NITI Aayog).
Role of strategic waterways in global trade (NCERT
Geography – Class XII).
Principles of diplomacy and balance of power in
international relations.
Impact of oil price shocks on inflation, fiscal deficit,
and current account deficit.

Critical Analysis
Positives

Diplomatic engagement channels still open.
Scope for third-party mediation.
Opportunity for India to reassess energy strategy.

Challenges
High risk of escalation into wider regional conflict.
Militarisation of sea routes threatens global trade.
Internal power struggle in Iran reduces
predictability.
US pressure tactics may undermine negotiations.
Direct risks to Indian shipping, trade, and diaspora.

Stakeholder Perspective
Iran: Strategic assertion and resistance to sanctions.
US: Securing energy routes and geopolitical
dominance.
India: Stability, energy affordability, maritime
safety.
Global Economy: Vulnerable to oil shocks and
inflation.

Way Forward
Immediate extension of ceasefire and de-escalation.
Promote multilateral diplomacy (UN or neutral
mediators).
Ensure security of Sea Lanes of Communication
(SLOCs).

India-specific:Diversify crude sources (Russia,
Africa, renewables).
Expand Strategic Petroleum Reserves.
Accelerate clean energy transition (Hydrogen
Mission).

Strengthen international maritime cooperation
frameworks.

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH

CIVILS WITH AKASH



KEY HIGHLIGHTS
Context of the News

The International Monetary Fund (IMF)
released updated global GDP rankings showing
India slipping behind the UK and Japan in
nominal GDP (current USD terms).
India’s GDP for 2026 is estimated at $4.15
trillion, compared to UK ($4.27 trillion) and
Japan ($4.38 trillion).
The downgrade is primarily due to:

Revision in India’s GDP estimation
methodology (base year shifted to 2022–
23).
Depreciation of the Indian rupee against
the US dollar (~10%).

Despite this, IMF projections indicate India
may become the 3rd largest economy by 2027
and surpass Germany by 2031.

Key Points
GDP Revision Impact:

New methodology incorporates improved
datasets and measurement techniques.
Earlier GDP series overestimated size by
~3–4%.

Exchange Rate Effect:
IMF comparisons use nominal GDP in USD,
making exchange rate crucial.
Rupee depreciation reduces GDP value in
dollar terms even if domestic growth
remains strong.

Global Context:
Economic disruptions due to:

COVID-19 pandemic
Russia-Ukraine War
West Asia tensions (including Iran-related
disruptions).

Growth Outlook:
India remains one of the fastest-growing major
economies (as per Economic Survey & IMF
projections).

Structural Reform Needs:
Focus on politically sensitive sectors:

Power sector reforms
Fertiliser subsidy rationalisation

Static Linkages
GDP measured via production, income, and
expenditure methods (NCERT Macroeconomics).
Nominal vs Real GDP distinction; impact of inflation
and exchange rates.
Base year revision improves accuracy (CSO
methodology updates).
Exchange rate determination: demand-supply of
foreign exchange (RBI framework).
Fiscal policy tools: subsidies (fertiliser), discom
reforms (UDAY scheme).
External sector vulnerability: current account
deficit, capital flows.

Critical Analysis
Positives:

Improved reliability and transparency of GDP
data.
Strong medium-term growth outlook.

Concerns:
GDP ranking sensitive to exchange rate volatility.
Nominal GDP does not reflect per capita income
or inequality.
Structural reform delays in key sectors.

Challenges:
External vulnerabilities (currency fluctuations,
global shocks).
High fiscal burden due to subsidies.

Key Insight:
GDP rank is a relative and currency-dependent
indicator, not a complete measure of economic
strength.

Way Forward
Accelerate reforms in power, agriculture, and
subsidy regimes.
Promote export competitiveness to stabilise
currency.
Focus on inclusive growth and employment
generation.
Maintain fiscal discipline and reduce revenue
leakages.
Strengthen statistical systems and data
transparency.
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