
 

 
◆ Export-oriented manufacturing and select investment are 

driving growth resilience in 3Q 

◆ Informal sector consumption could moderate as inflation 

erodes purchasing power, fiscal targets slow public capex, 

and financial conditions tighten − but we are not too worried 

about growth 

◆ Export exuberance could be the star of the season, moving 

from high-tech (led by INR depreciation) to mid-tech (led by 

FTAs), providing a floor to growth (HSBC: 7.2% in FY27) 

 
A string of strong readings – IP (8% in Aug), non-oil exports (21% in Aug), public 

capex (c25% Apr-Aug), credit growth (19% in Sep). Our 100 indicators database shows 

that c70% of the indicators grew positively in Aug (vs 52% in Mar-Jul). Manufacturing has 

been particularly robust and is likely to remain so as the Sep flash PMI points to a sharp 

rise in new orders. Going by these trends, GDP is tracking at c7.5% in 3Q26.  

The source of this resilience is broad-based, despite disruptions caused by energy 

and adverse weather. Consumption, shielded from the energy shock via excise duty cuts 

and incomplete pass-through of higher input costs, remains steady. Investment was 

robust, led by public capex alongside private investment in emerging sectors like data 

centres, semiconductors and renewables. Non-oil exports, particularly high-tech exports 

like electronics and engineering goods, have risen quickly.  

What’s the course ahead? As the supportive effects of accommodative monetary policy 

and GST cuts fade, growth is likely to slow at the margin. The weakness will likely be 

most visible in the informal sector consumption. El Niño-related disruption and a faster 

pass-through of higher input costs are likely to push up inflation, eroding the purchasing 

power of lower-income households disproportionately. Already, the sequential momentum 

of domestic GST collections, 2W sales, rural and small-firms wages have softened. 

Public capex, too, will likely moderate in 2HFY27 as fiscal targets become binding. 

Finally, financial conditions are likely to tighten with interest rate hikes, both globally and 

domestically. We expect RBI to hike the repo rate by 50bp in 4Q26. But fear not. 

Goods exports – the star of the season. Growing 20% y-o-y in volume and 26% in value 

in Aug, these are providing a solid floor to growth. High-tech exports remain strong and 

could strengthen more helped by the c15% REER depreciation since early 2025. However, 

labour-intensive mid-tech exports like apparel, furniture, leather, gems and jewellery have 

been sluggish for a decade. The recent trade agreements with consumption-oriented 

economies such as the EU and UK, if implemented effectively, could reduce India’s tariff 

disadvantage and expand market access for mid-tech exports. Already since the UK FTA 

was actioned, exports to the UK have risen quickly (up 12% m-o-m sa in Aug). 

2 October 2026 

India’s growth resilience Economics 
India 

 

  Please welcome the star of the season 



 

 

Economics ● India 
2 October 2026 

2 

 
1. IP’s underlying momentum has been 
strong for a while now 

 2. Credit growth remains impressive 

 

 

 

Source: CEIC, HSBC. Note: *The original IP Index is very volatile. To read through 
the noise, we first seasonally adjust the series and then take a 3-month moving 
average 

 Source: CEIC, HSBC 

   

 
   

3. Core export growth has been impressive  4. Public capex via railways, roads and 
transfer to states has picked up quickly 

 

 

 

Source: CEIC, HSBC  Source: CEIC, HSBC 

   

 
   

5. 100 indicators database points to a 
renewed momentum in activity in August 

 6. Flash PMI indicates that activity 
momentum remained strong in Sep as well 

  

 

 

Source: CEIC, S&P Global PMI, HSBC  Source: S&P Global PMI, HSBC 
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7. Consumption slowed a bit, but remained 
strong at c7% y-o-y 

 8. Non-durables output is much slower 
than durables 

 

 

 

Source: CEIC, HSBC  Source: CEIC, HSBC 

   

 
   

9. Centre’s capex grew much faster than 
its current expenditure 

 10. Central PSEs also ramped up capex 
quickly 

 

 

 

Source: CEIC, HSBC  Source: Department of public enterprises, CEIC, HSBC 

   

 
   

11. Credit in IT-enabled services (including 
data centres) is rising quickly 

 12. Credit in engineering goods, ports, 
transport equipment and chemicals is 
rising 

 

 

 

Source: CEIC, HSBC  Source: CEIC, HSBC  
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13. High-tech exports like electronics, 
engineering goods rose quickly in 2026 

 14. Rural inflation tends to weigh more on 
the purchasing power of lower-income 
household 

 

 

 

Source: CEIC, HSBC  Source: CEIC, HSBC 

   

 
   

15. Domestic GST collections have 
remained lacklustre… 

 16. …while 2W sales slipped into the red 
on a sequential basis 

 

 

 

Source: CEIC, HSBC  Source: CEIC, HSBC  

   

 
   

17. Real rural wage growth has slowed as 
inflation picks up 

 18. Small-firm workers’ real income 
growth, too, remains near zero  

 

 

 

Source: CEIC, HSBC  Source: CEIC, HSBC 
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19. Government capex may slow in 
2HFY27 as fiscal targets become binding 

 20. Financial conditions have tightened 
since mid-August 

 

 

 

Source: CEIC, HSBC  Source: Bloomberg, HSBC 
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Disclosure appendix 

Important disclosures 

This document is for information purposes only and it should not be regarded as an offer to sell or as a solicitation of an offer to 

buy the securities or other investment products mentioned in it and/or to participate in any trading strategy.  Information in this 

document is general and should not be construed as personal advice, given it has been prepared without taking account of the 

objectives, financial situation or needs of any particular investor.  Accordingly, investors should, before acting on it, consider the 

appropriateness of the information, having regard to their objectives, financial situation and needs. If necessary, seek professional 

investment and tax advice.  

Certain investment products mentioned in this document may not be eligible for sale in some states or countries, and they may 

not be suitable for all types of investors. Investors should consult with their HSBC representative regarding the suitability of the 

investment products mentioned in this document and take into account their specific investment objectives, financial situation or 

particular needs before making a commitment to purchase investment products.   

The value of and the income produced by the investment products mentioned in this document may fluctuate, so that an investor 

may get back less than originally invested.  Certain high-volatility investments can be subject to sudden and large falls in value 

that could equal or exceed the amount invested.  Value and income from investment products may be adversely affected by 

exchange rates, interest rates, or other factors.  Past performance of a particular investment product is not indicative of future 

results. 

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments (including derivatives) of 

companies covered in HSBC Research on a principal or agency basis.  

Whether, or in what time frame, an update of this analysis will be published is not determined in advance. 

HSBC may use Artificial Intelligence (AI) tools approved for adoption within HSBC in the development of its research reports, 

utilizing these technologies to analyse large volumes of data, enhance efficiency and improve the overall user experience. This 

includes but is not limited to paraphrasing, developing suitable captions and supporting data visualisation. It is important to note 

that while AI tools assist in various aspects of report creation, all investment recommendations and opinions presented herein are 

formulated and approved exclusively by our research analysts. The final content of the report reflects the professional judgement 

and expertise of our research analysts, ensuring compliance with regulatory standards and maintaining the integrity of our 

research process. 

Additional disclosures 

1 This report is dated as at 02 October 2026. 

2 All market data included in this report are dated as at close 30 September 2026, unless a different date and/or a specific 

time of day is indicated in the report. 

3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its 

Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of 

Research operate and have a management reporting line independent of HSBC's Investment Banking business. 

Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses 

to ensure that any confidential and/or price sensitive information is handled in an appropriate manner. 

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest 

payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the 

price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument, 

and/or (iii) measuring the performance of a financial instrument or of an investment fund.  
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from sources it believes to be reliable but it has not independently verified such information. The contents of this document are subject to change without notice. HBAP and the Distributors are 

not responsible for any loss, damage or other consequences of any kind that you may incur or suffer as a result of, arising from or relating to your use of or reliance on this document. HBAP and 

the Distributors give no guarantee, representation or warranty as to the accuracy, timeliness or completeness of this document. This document is not investment advice or recommendation nor 

is it intended to sell investments or services or solicit purchases or subscriptions for them. You should not use or rely on this document in making any investment decision. HBAP and the 

Distributors are not responsible for such use or reliance by you. You should consult your professional advisor in your jurisdiction if you have any questions regarding the contents of this document. 

You should not reproduce or further distribute the contents of this document to any person or entity, whether in whole or in part, for any purpose. This document may not be distributed to any 

jurisdiction where its distribution is unlawful.  

The following statement is only applicable to HSBC Bank (Taiwan) Limited with regard to how the publication is distributed to its customers: HSBC Bank (Taiwan) Limited (“the Bank”) shall fulfill 

the fiduciary duty act as a reasonable person once in exercising offering/conducting ordinary care in offering trust services/business. However, the Bank disclaims any guaranty on the 

management or operation performance of the trust business.  

The following statement is only applicable to by HSBC Bank Australia with regard to how the publication is distributed to its customers: This document is distributed by HSBC Bank Australia 

Limited ABN 48 006 434 162, AFSL/ACL 232595 (HBAU). HBAP has a Sydney Branch ARBN 117 925 970 AFSL 301737.The statements contained in this document are general in nature and 
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personal objectives, financial situation and needs. Because of that, before acting on the document you should consider its appropriateness to you, with regard to your objectives, financial 
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Singapore 

In Singapore, this document: 

• has not been reviewed by any regulatory authority in Singapore or any other jurisdiction.  

• is issued by HSBC Bank (Singapore) Limited (the "Bank") in the conduct of its business in Singapore and is for general information. 

• is only meant for the person who received it and should not be copied or shared with others, either fully or partially, for any reason.  

• must not be sent to the United States, Canada or Australia or to any other jurisdiction where sharing it is illegal. If someone uses or copies this document or video without permission, they 

could face legal action. 
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about future events, but these are just predictions and not promises nor guarantees of future performance or events. Actual results might turn out differently due to various reasons. The Bank is 

not responsible for updating these predictions or explaining why actual results could differ from those predictions. 
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based on each client’s objectives, risk preferences, time horizon, and market conditions. 

• has not been created following legal requirements for independent investment research and is not subject to any prohibition on dealing ahead of its dissemination. 

• is not meant to offer accounting, legal or tax advice. Before making any investment decision, consider consulting a financial adviser. If you decide not to seek advice, carefully assess if 

the investment product is suitable for you. It is recommended to obtain appropriate professional advice when needed. 

Investing overseas can lead to changes in the value of your investments due to currency exchange rates, which may cause them to rise or fall. Emerging markets are riskier and more 

unpredictable compared to established markets. These economies often depend heavily on international trade and can be adversely impacted by trade barriers, currency controls, adjustments 

in currency values, the economic conditions of their trading partners and other protective measures imposed by those partners.  

We are not responsible for the accuracy and/or completeness of any third-party information obtained from sources we believe to be reliable but have not independently verified. 

Mainland China 

In mainland China, this document is distributed by HSBC Bank (China) Company Limited (“HBCN”) to its customers for general reference only. This document is not, and is not intended to be, 

for the purpose of providing securities and futures investment advisory services or financial information services, or promoting or selling any wealth management product. This document provides 

all content and information solely on an "as-is/as-available" basis. You SHOULD consult your own professional adviser if you have any questions regarding this document. 

The material contained in this document is for general information purposes only and does not constitute investment research or advice or a recommendation to buy or sell investments. Some 

of the statements contained in this document may be considered forward looking statements which provide current expectations or forecasts of future events. Such forward looking statements 

are not guarantees of future performance or events and involve risks and uncertainties. Actual results may differ materially from those described in such forward-looking statements as a result 
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Should you wish to use AI technology (computational, statistical, machine-learning or other artificial intelligence techniques to infer or learn from data to find patterns, take actions, make decisions, 

or generate output) to help you analyse, summarise or evaluate this publication and/or any other research materials provided to you by HSBC, you shall seek HSBC consent in advance of any 

such use and not upload this publication and/or any other research materials produced by HSBC to an AI system or otherwise use AI technology in connection with the research services HSBC 

provides to you without our consent. 

© Copyright 2026. The Hongkong and Shanghai Banking Corporation Limited, ALL RIGHTS RESERVED. No part of this document may be reproduced, stored in a retrieval system, or transmitted, 

on any form or by any means, electronic, mechanical, photocopying, recording or otherwise, without the prior written permission of The Hongkong and Shanghai Banking Corporation Limited. 

Important information on sustainable investing 

“Sustainable investments” include investment approaches or instruments which consider environmental, social, governance and/or other sustainability factors (collectively, “sustainability”) to 

varying degrees. Certain instruments we include within this category may be in the process of changing to deliver sustainability outcomes. 

There is no guarantee that sustainable investments will produce returns similar to those which don’t consider these factors. Sustainable investments may diverge from traditional market 

benchmarks. 

In addition, there is no standard definition of, or measurement criteria for sustainable investments, or the impact of sustainable investments (“sustainability impact”). Sustainable investment and 

sustainability impact measurement criteria are (a) highly subjective and (b) may vary significantly across and within sectors.  

HSBC may rely on measurement criteria devised and/or reported by third party providers or issuers.  HSBC does not always conduct its own specific due diligence in relation to measurement 

criteria. There is no guarantee: (a) that the nature of the sustainability impact or measurement criteria of an investment will be aligned with any particular investor’s sustainability goals; or (b) 

that the stated level or target level of sustainability impact will be achieved. 

Sustainable investing is an evolving area and new regulations may come into effect which may affect how an investment is categorised or labelled. An investment which is considered to fulfil 

sustainable criteria today may not meet those criteria at some point in the future. 
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