
BUMPS AHEAD

THE IMF EXPECTS INDIA TO GROW 8.2% THIS YEAR, BUT HAS

FAGGED MULTIPLE RISK FACTORS AHEAD
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In its latest World Economic Outlook report, the IMF has pared global growth hopes for

2022 from 4.4% projected in January, to just 3.6%, a sharp decline from the estimate of

6.1% for 2021. The invasion of Ukraine has significantly dampened post-COVID recovery

prospects, with the IMF highlighting volatile yet sharp commodity prices and supply

chain disruptions. Fresh pandemic-driven lockdowns in China’s key manufacturing and

trade hubs also compound supply worries and could slow its own growth from 4.8% to

4.4% this calendar year. India’s growth through 2022-23, which the IMF had pegged at

9% in January, has now been projected at 8.2% — lowered by the same extent as overall

global growth. This headline number is more optimistic than projections from the World

Bank (8%), the ADB (7.5%) and the RBI (7.2%). In 2023-24, however, the IMF expects

growth to slip to 6.9%, while the World Bank expects it to be at 7.1%. The IMF has

emphasised that these projections are much more uncertain than usual due to

the ‘unprecedented nature of the shock’ to the world economy. Growth could slow

much more while inflation could turn out higher than expected. The multilateral lender

expects India’s retail inflation to now average above the RBI’s tolerance threshold at

6.1% and the current account deficit to touch 3.1% this fiscal year.

The chief factors cited by the IMF for lowering India’s growth trajectory include higher

oil prices, inflation that would exacerbate weak domestic demand, and the likelihood of

a drag on net exports. The World Trade Organisation has lowered its 2022 global

merchandise trade growth forecast to just 3% from 4.7% projected earlier. This means a

critical operating growth engine, which manifested in the record $420 billion exports in

2021-22, could sputter. A corollary risk from higher food and fuel prices in emerging

economies is heightened social unrest, and the IMF Managing Director Kristalina

Georgieva has noted that ordinary families’ budgets are being strained to the breaking

point. While she has mooted decisive actions from central banks to stem inflation

worries, she has also warned that monetary policy tightening would raise debt servicing

costs and put many low-income countries in distress. Indian policy makers need all

hands on deck and undivided attention to cope with the multiple headwinds, which in-

clude the need to smoothen interest rate hikes, spur consumption, manage fragile fiscal

math and currency fluctuations amid volatile foreign capital flows. It would be equally

critical to devise a medium-term action plan to minimise the scarring effects of this

‘crisis upon a crisis’, as the IMF expects employment and output to persist below pre-

COVID trends till as far as 2026, amid a further dip in global growth after 2023.



CHANGED SITUATION

PAKISTAN’S FRUSTRATION WITH THE TALIBAN RESPONSE TO ITS

SECURITY CHALLENGES IS EVIDENT
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When the Taliban captured Kabul in August 2021, then Pakistani Prime Minister Imran

Khan said Afghans had “broken the shackles of slavery”. Even while the Taliban’s victory

gave some geopolitical advantage to Pakistan, it also enhanced Islamabad’s security

challenges. And Pakistan’s growing frustration with the response of the new Afghan

rulers to these challenges burst into the open during the weekend when Pakistani

missiles struck inside Afghanistan, targeting the Tehreek-e-Taliban Pakistan (TTP).

During the American presence in Afghanistan, Pakistan had adopted a dual approach —

fight the TTP, better known as the Pakistan Taliban, and support the Afghan Taliban. Its

backing was crucial in the Afghan Taliban’s return to Kabul. But the fact that an

insurgency founded by a group of Deobandi madrasa students forced the U.S., the

world’s most powerful military, to withdraw from Afghanistan was a morale booster for

the TTP. The Afghan Taliban and the TTP may be two organisations, but they are

ideological brothers — both have their roots in Deobandi Islam, both share the same

worldview, and have similar objectives for different geographies. If the Afghan Taliban

wanted to re-establish their Islamic Emirate in Afghanistan, the TTP wants to bring

down the Pakistani state and establish its Islamic rule.

Pakistan supported the Afghan Taliban for geopolitical reasons. The Generals saw the

Taliban as insurance against growing Indian influence in a U.S.-backed Islamic Republic

of Afghanistan. But the problem with the wheel of jihad, which the Pakistanis helped

unleash inside Afghanistan, is that it could also roll back across the border. Both

countries share a porous 2,500-km land border that divides the tribal areas of the region

(also a fertile ground for the Taliban’s ideology). Earlier, Pakistan used to share

intelligence with the U.S. forces in Afghanistan which carried out attacks against the

TTP. Now, Pakistan has to depend on the Taliban to crack down on the TTP. Their

relationship has also changed. If the Taliban were dependent on Pakistan for their

survival during the insurgency, they are now the rulers of Afghanistan; what they need is

support and recognition for their regime. This change in approach was visible in the

Taliban’s warning that they would “retaliate” if Pakistan carries out more cross-border

strikes. None of these developments suggests that there would be a complete

breakdown in the relationship between Pakistan and the Taliban, which dates back to

the Taliban’s founding in the early 1990s. But the TTP factor would remain a key fault-

line. The Taliban are not ready to disown the TTP and they have also made it clear that

they would not remain a Pakistani proxy forever. This poses fresh security and

geopolitical challenges to the Pakistani establishment which welcomed the Taliban’s

triumph in Afghanistan just eight months ago.


