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Background and Context:

According to the latest estimates by the International Monetary Fund, India has slipped to the 6th position among
the world’s largest economies in nominal GDP terms (measured in US dollars). This shift highlights the dynamic
nature of global economic rankings, which depend not only on domestic growth but also on exchange rates and
relative performance of other economies.

Reasons for Drop in Ranking:

The primary reason behind India’s decline in ranking is the depreciation of the Indian rupee against the US dollar.
Since global GDP rankings are calculated in dollar terms, a weaker currency reduces the overall value of India’s
economy when converted internationally. Additionally, revisions in GDP calculation methods and base year
adjustments have also influenced the comparative ranking.

India’s Economic Performance Remains Strong:

Despite the fall in ranking, India continues to remain one of the fastest-growing major economies in the world. The
IMF projects India’s GDP growth to remain around 6–6.5% in the coming years, driven by strong domestic
demand, infrastructure investment, and a robust services sector.

India’s nominal GDP is estimated to be around $4.5 trillion, keeping it among the top global economies, while in
Purchasing Power Parity (PPP) terms, India ranks 3rd globally, reflecting its large domestic market and cost
advantage.
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Global Economic Comparison:

Global GDP rankings are led by countries such as the United States, China, and Germany. India’s position relative
to countries like Japan, the United Kingdom, and France can fluctuate depending on exchange rate movements and
growth differentials.

Key Insight: Ranking vs Real Growth:

The drop in ranking does not necessarily indicate economic weakness. It mainly reflects valuation changes due to
currency fluctuations rather than a slowdown in real economic activity. In fact, India continues to contribute
significantly to global economic growth and is expected to improve its ranking in the long term with sustained
reforms and investment.
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