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NSE at a glance
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Largest multi-asset class
exchange

NSE’s positioning and reach

Domestic market share

Second largest equity
exchange (No. of trades,
17.5% share in 2024%)

Largest derivatives exchange
(No. of contracts traded,
81.7% share in eq. F&O in
2024%)

1

6

* Source: WFE

Market capitalization*

Catalyst for capital formation

Rs 10.3 lakh cr

2,720

Total equity
capital raised

Companies
listed*

*Includes companies listed on NSE Emerge

Unique investor base

lakhs Unique PANs on NSE
1.200 1,128
1,000 916
800 727
594
600
400
400 310
200 I
0
o I~ N o < el
N N N o N N
> > > > > >
w w w L ('S [’

* As of March 31*, 2025

NSE share in FY25 (%)
cocesn N .
co roures NN 5
eo options* [ &7+
FX Futures _ 93.6
pxoptions: |
* Based on premium turnover
** As of March 31¢, 2025

NSE’s contribution to the economy

Dedicated MSME platform

Rs 16,866 cr
Total
capital 610
raised 143
since Cos
FY12 listed * Cos.

migrate

dto
main

* Data includes companies that are migrated to
Mainboard

Investor growth
_Individual investors’ participation*
lakhs B CM Segment 377
400  FO Segment
307
300 274
249
200
152
6
921 96
100 72 75
51 67
Iz I11 14 926
0
[ee] o o — ~N o < Lo
I al N N N o N [
> > > > > > > >
w w [T w w w [T [T
* Individuals investors’ participation has been defined
here as investors who have traded at least once in the
year.

3/348

Market Pulse

April 2025 | Vol. 7, Issue 4

]

1,302 Trading members
99.85% Pin codes covered
11.3 Crore gz:lte registered
US892:5n {7 e ity mlces
US$4.81trn Market capitalisation

of NSE listed cos.

As of March 31%, 2025, unless specified otherwise

Market capitalisation

Rs lakh C' iy NSE market cap

500 Market cap to GDP (%, rhs*) 150
400 124
100
300
200
50
“ mi
0 0
0w O >~ 0 0 O d N M T W
o HJAH NN NN NN
>3 > > > > > > > > >
L I I I I T T

* Market cap to GDP is based on 3M avg. market cap
and nominal GDP for the last four quarters. # As of
March 31¢, 2025

New investor registrations

Lakh s East India mmmm North India
[ South India West India
Total
250 209.4
193.0 187.1
200
150 132.6
89.
100 .
|
N I I
0
FY21 FY22 FY23 FY24 FY25
Top five states (UP, MH, WB, RG, GJ) accounted for
47.9% of new investor registrations in FY25.




QO NSE

Market Pulse

April 2025 | Vol. 7, Issue 4

Key macro charts

Growth outlook robust
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Inflation moderates; opens window for additional rate cuts
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Key market charts

Performance across asset classes
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Executive Summary

Navigating an uncertain equilibrium in the new fiscal

The fiscal year 2024-25 unfolded against a backdrop of heightened global macroeconomic uncertainty, marked by a
complex interplay of persistent inflation, diverging monetary policy stances, and rising geopolitical and trade tensions.
The anticipated disinflationary path in advanced economies proved uneven, delaying rate cuts and keeping global
yields elevated for much of the year. While the US economy remained resilient, underpinned by strong consumption
and labour market strength, the final quarter saw renewed volatility amid US tariff announcements and policy
uncertainty in general, growing concerns over fiscal sustainability, and importantly, renewed weakness in the dollar.
Mr Trump, absent in the opening act of the fiscal year, played the starring role towards the end. China staged a notable
recovery, buoyed by targeted policy support, improved credit conditions, a resurgence in strategic sectors like Al and
lastly, accelerated export orders, while Japan attracted renewed investor interest following its exit from negative
interest rates. These developments, alongside the fragmentation of global trade architecture and the reconfiguration
of supply chains, had significant spillovers for emerging markets—including India—through capital flows, commodity
price volatility, and shifts in investor risk appetite.

A sudden escalation in global trade tensions marked a defining moment early in April 2025, with the US announcing
sweeping tariffs on 57 countries—only to pause and then intensify measures against China. The episode has drawn
comparisons with the Smoot-Hawley Act, raising concerns over a repeat of interwar-style protectionism, though
narratives lie between realignment of trade practices and great power competition, a theme we have pointed to in
earlier issues of the Pulse. Inevitably, IMF and WTO projections point to a sharp hit to global growth and trade in 2025-
26, while inflation risks have risen. For India, the direct impact is expected to be limited, with various estimates
suggesting a decline of 0.2-0.3pp in FY26 GDP growth. Ongoing bilateral engagements could help cushion spillovers.
However, financial markets remain cautious, with global indices yet to recover fully, and the lingering uncertainty likely
to weigh on global economic momentum, investor sentiment, and policymaking. For details, refer to our Chart of the
month section.

Our Story of the month takes a deep dive into gold’s resurgence in a fragmenting world. The year FY25 saw gold
emerging as the best performing asset, rising 41% in dollar terms. In the long horizons, however, Indian equities have
delivered better returns, reinforcing their role as a wealth-building asset. Global gold demand hit a 15-year high in
FY25, driven by sustained central bank buying and strong investment demand amid rising uncertainty. India also
deepened its financialised gold ecosystem over the last few years via ETFs and Sovereign Gold Bonds. The RBI was
the third largest official buyer of gold over the last three- and five-year periods, with gold now comprising over 11% of
India’s FX reserves. With geopolitical and economic uncertainty persisting, core drivers of gold demand remain intact.
Central banks are expected to stay key structural buyers as reserve strategies adapt to a fragmented global order.

Global equities delivered mixed returns in FY25, marked by elevated global uncertainty, sharp sector rotations, and
divergent regional performances. The US outperformed for most of the year on the back of large-cap tech gains, before
sentiment weakened in Q4 amid renewed tariff concerns. Emerging markets largely underperformed due to capital
outflows and weak external demand, except China, which rebounded strongly on policy support, improved credit flows,
attractive valuations, and AI-led optimism. Developed market equities (MSCI World) rose 5.6%, while the MSCI EM
Index posted similar gains—driven mainly by China and India. Global fixed income market also had a turbulent ride last
fiscal year, shaped by shifting rate expectations and persistent inflation. Strong US data early in the year delayed rate
cuts, pushing the 10-year yield above 5% in October 2024 and triggering risk aversion. By early 2025, disinflation and
softer growth prompted a dovish pivot by major central banks. Yields eased across the US and Europe, while Japan
ended its negative interest rate regime after 17 years, though policy remained broadly accommodative.

Indian equities closed FY25 in the green, despite a sharp correction from October to February triggered by elevated
valuations and sustained foreign outflows. A strong rebound in the final two months, supported by solid macro
fundamentals and renewed FPI interest, lifted the Nifty 50 to a 5.3% annual gain. Over the past 20 years, the Nifty 50
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has delivered a 13% annualized return—well above the MSCI World (5.9%) and MSCI EM (3.5%). India’s bond market
also remained largely resilient in FY25, supported by anchored inflation, a stable RBI policy stance, improving fiscal
fundamentals, and India’s inclusion in JP Morgan’s GBI-EM Index. Consequently, the 10-year G-sec yield ended the
year 47 bps lower at 6.6%. More details in our Market Roundup section.

Despite global headwinds, India remained the fastest-growing major economy in FY25, with growth estimate for FY26
holding above 6% (RBI: 6.5%, World Bank: 6.3%, OECD: 6.4%) despite modest downgrades. Inflation moderated
sharply, averaging at a six-year low of 4.6% in FY25—with March CPI falling to 3.3%. The external sector stayed stable,
with CAD contained at 1.1% of GDP in Q3 FY25 and net services exports hitting a record US$189 bn in FY25. Fiscal
consolidation progressed well, and high-frequency indicators pointed to robust domestic momentum. With inflation
easing and risks to growth emerging, the RBI turned accommodative—cutting rates by 50bps in 2025 thus far—and
signalled further easing ahead, supported by a favourable monsoon outlook.

Market activity softened in the second half of FY25, reflecting the broader equity sell-off, with average daily turnover
declining across both cash and derivatives segments. However, on a full-year basis, activity remained strong relative
to FY24. This was evident in: (a) a surge in registered investors to 11.3 crore by March 2025—adding 2.1 crore during
the year, with key milestones at 10 crore (Aug’24) and 11 crore (Jan ’25); (b) record net inflows of US$71.8 bn (Rs 6.1
lakh crore) by DIIs; (c) a 38% rise in average daily turnover in the cash segment; and (d) addition of over 4 crore new
demat accounts—the highest ever in a single year. Total fund mobilisation rose 35% to Rs18.7 lakh crore, with equity
IPOs hitting a record Rs1.7 lakh crore. Overall equity mobilisation, including follow-on offerings, more than doubled to
Rs4.3 lakh crore. Despite these strong headline numbers, market participation remained highly skewed—over 90% of
investors in the cash segment accounted for just 2.2% of turnover, while 73% of options traders contributed only 2.3%
of premium turnover in March 2025.

Our April issue features seven papers in the Insights section, curated by the CBS team at IIMA and the EPR team at
NSE, with a strong focus on the economic impact of trade tariffs. The first paper examines how Twitter trends influence
stock market decisions. The second explores the relationship between simulation experience and performance in real-
money trading accounts. The third investigates whether investors actively seek sector-specific information before
investing. The fourth analyses the effects of tariffs imposed in 2018 on prices and welfare. The fifth revisits the Smoot-
Hawley trade war during the Great Depression. The sixth explores optimal monetary policy responses to tariffs in
advanced economies. The final paper develops a model assessing when negotiations or auctions yield better outcomes
in a bargaining environment.

As we step into FY2025-26, the global economy continues to navigate an uncertain equilibrium, with markets finely
attuned to inflation trajectories, monetary policy pivots, trade disruptions, and geopolitical realignments. Persistent
macroeconomic fragilities, alongside the accelerating race for technological dominance—particularly in areas like
artificial intelligence and green energy—are reshaping global investment flows and supply chains. In this evolving
landscape, India’s stable macro fundamentals, large and growing domestic market, and expanding technology and
services footprint position it as a critical node in the next phase of global realignment. Strategic initiatives to strengthen
digital public infrastructure, supply-chain capabilities, and financial resilience further enhance India's attractiveness.
In the rush by countries for deals before the US tariff break ends in early July, some interesting arrangements are
becoming visible. For instance, while 70%+ of iPhones sold in India are assembled locally, 100% of iPhones sold in
the US may be assembled in India by next year, as per media reports. As economic, technological, and strategic
considerations increasingly converge, India’s ability to build trusted, scalable systems and maintain policy agility will
be pivotal in shaping its role in an emerging, multipolar world.

On that note, we present the annual (fiscal year) edition of the NSE Market Pulse and look forward to your comments
and suggestions.

Tirthankar Patnaik

Chief Economist
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Story of the month

Gold’s resurgence in a fragmenting world: Investment, reserves, and the India story

Gold emerged as the best-performing asset in FY25, rising by 41% in USD terms, driven by its appeal as a safe-haven
during global uncertainty. In the long horizons, however, Indian equities have delivered better returns, reinforcing their
role as a wealth-building asset. Global gold demand surged to a 15-year high, led by strong investment inflows and
sustained central bank buying—exceeding 1,000 tonnes for the third straight year—as part of a broader reserve
diversification trend. India reflected this shift, with the RBI ranking as the third-largest official buyer over the past
three and five years, and gold now making up over 11% of its forex reserves. While jewellery demand softened due to
high prices, investment demand gained momentum, particularly in Asia, with China and India leading bar and coin
purchases. Gold-backed ETFs also saw a sharp revival globally, reversing multi-quarter outflows, with India recording
robust inflows. India’s financialised gold ecosystem continued to deepen through its Sovereign Gold Bonds (SGBs)—
globally unique instruments offering fixed returns, tax efficiency, and sovereign security. Since inception in November
2015, SGBs have mobilised nearly 147 tonnes or Rs 72,274 crore. With geopolitical risk and macroeconomic
uncertainty persisting, the underlying demand drivers for gold remain intact. Central banks are expected to remain key
structural buyers, as global reserve strategies adapt to an increasingly fragmented economic landscape.

e Gold outshines all asset classes in FY25, but Indian equities lead over longer
horizons: Gold emerged as the best-performing asset class in FY25, delivering a
41% return in USD terms and 33% in rupee terms, closing the year at record highs
of over US$3,125/0z (Rs 88,946 per 10 grams). The rally was fueled by heightened
investment demand for gold as a safe-haven asset amid rising geopolitical and
macroeconomic uncertainty and reinforced by gold’s traditional role as an inflation
hedge, as well as a surge in central bank purchases in the last few years. However,
over longer investment horizons, Indian equities have outperformed. Over the past
20 years, the Nifty 50 has delivered a 13% annualized price return and a 14.4%
total return (including dividends), outstripping gold’s returns across comparable
periods.

e Gold demand hit a 15-year high in 2024...: Global gold demand rose to 4,974
tonnes in 2024—its highest level since 2009—driven by rising geopolitical
uncertainty and the growing need to diversify portfolios and reserves. The surge
was led by robust investment inflows and strong central bank purchases for the
third consecutive year. In contrast, jewellery consumption has slowed in recent
years due to elevated prices, with its share in total demand falling to 38% in 2024
from 46% in 2021—well below the ~50% average seen during 2010-2019.

¢ ...Led by higher investment demand in the form of gold bars...: Investment
demand surged 25% in 2024 to a four-year high of 1,180 tonnes, comprising nearly
25% of global gold demand, as investors sought safety amid rising geopolitical,
trade, and inflationary pressures. Within this segment, gold bars—making up ~73%
of global investment demand—rose 10% YoY to an 11-year high of 860 tonnes.
Asia remained the dominant market, with demand for bars and coins rising 20% to
arecord 756 tonnes (64% of global total), led by China (336 tonnes) and India (239
tonnes).

e Gold ETFs see sharp revival after prolonged net outflows: Following nine
consecutive quarters of net outflows, physically backed gold ETFs saw renewed
demand starting Q3 2024, as escalating geopolitical and trade tensions revived
gold’s safe-haven appeal. Momentum strengthened in Q1 2025, with net inflows
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of US$21 bn (226 tonnes)—the highest in 19 quarters and second only to Q2 2020’s
post-pandemic surge. The rally was led by rising gold prices, a weakening dollar,
and global growth concerns. Asia stood out, accounting for over 89% of global
inflows in Q4 2024 and 16% in Q1 2025, despite representing just 7.4% of global
ETF AUM. Combined with price gains, this pushed global gold ETF AUM up 26% in
2024 and another 28% in Q1 2025, reaching a record US$345 bn.

e India’s gold ETF and SGB markets witness robust growth: India has closely
tracked the global uptick in gold ETF demand, recording strong inflows over the
past five years—especially during periods of market volatility and inflation
concerns. Rising investor awareness, digital access, and a growing preference for
financialised gold have positioned India among Asia’s most dynamic ETF markets.
FY25 marked the sixth straight year of net inflows, with a record Rs 14,852 crore
added—equivalent to 45% of AUM at the start of the year. Combined with a sharp
price rally, this drove AUM higher to Rs 57,101 crore by March 2025, reflecting 49%
annualised growth over the last five years and over 90% growth in FY25 alone.
Alongside ETFs, Sovereign Gold Bonds have gained traction, mobilising ~147
tonnes of gold and Rs 72,274 crore since their 2015 launch.

¢ Central banks remained strong buyers of gold for the third yearin a row: Central
banks purchased 1,045 tonnes of gold in 2024—their third consecutive year of
buying over 1,000 tonnes, more than twice the 2010-2021 annual average of 473
tonnes. This marked the 15™ straight year of net purchases, with gold now
accounting for ~14% in the global forex reserves. The trend reflects both
heightened geopolitical and macroeconomic risks and a strategic shift—especially
among emerging market central banks—toward reserve assets that offer liquidity,
inflation protection, and no counterparty risk. Over the past three and ten years,
China, Poland, and India have led gold accumulation among EMs.

e India deepens gold reserves, ranks among top global official buyers:
India continued its steady gold accumulation in 2024, with the RBI adding 73
tonnes—over four times its 2023 purchases—taking total holdings to 876 tonnes.
Accumulation was consistent through the year, except in December when reserves
remained unchanged. The RBI ranked as the third-largest official sector buyer in
2024, behind only China and Poland—a position it has consistently held over the
past three- and five-year periods. Gold now accounts for nearly 11% of India’s total
foreign exchange reserves, up from 5.4% in 2015, reflecting a deliberate effort to
diversify and strengthen reserve resilience.

e Positive outlook for gold amid persistent global uncertainty: Gold entered 2025
with strong momentum, extending last year’s rally supported by record central
bank purchases and rising institutional interest via ETFs. With mounting
macroeconomic fragility and geopolitical tensions, the fundamental drivers of gold
demand remain firmly in place. According to the World Gold Council, while prices
may stay range-bound under baseline conditions, asymmetric risks present upside
potential. As global reserve strategies evolve in response to a more fragmented
world order, sustained central bank buying is expected to remain a key pillar of gold
demand in 2025.
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Global gold prices at all-time high levels: Gold emerged as the best-performing asset
class in FY25, delivering returns of 41% in dollar terms and 33% in rupee terms, closing
the year at record highs to over US$3,125/0z. In rupee terms, Gold prices ended the year
at Rs 88,946/10 gram. The rally was driven by heightened investment demand for gold
as a safe-haven asset amid rising geopolitical and economic uncertainty, and its appeal
as an inflation hedge. A sharp increase in gold purchases by global central banks—aimed
at diversifying reserves and reducing reliance on the U.S. dollar—further fueled the surge.
Over the 18 months ending March 2025, gold prices rose by 68% in dollar terms and 54%
in rupee terms, significantly outperforming the 20% return generated by the Nifty 50
Index. Over longer time horizons (10-year and above), however, Indian markets have
generated better returns than gold, with Nifty 50 delivering an annualized price return of
13% and total return (including dividends) of 14.4% in the last 20 years.

Figure 1: Movement in gold vs. other asset classes
Rebased to March 31+, 2013.

Movement in prices of different asset classes (Rebased to March 2013)
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Source: LESG Workspace, RBI, NSE EPR.

Notes: * Average of the top six money market funds by AUM: Kotak Money Market Scheme, SBI Savings Fund, HDFC Money Market Fund, ICICI Prudential Money Market
Fund, Tata Money Market Fund, Aditya BSL Money Manager Fund.

Table 1: Annualised return of gold vs. other asset classes over different periods (As of March 31%, 2025)

Asset class iy 2Y CAGR 3Y CAGR 5YCAGR 10YCAGR 15YCAGR 20YCAGR 29YCAGR
Gold (US$)

CRB Index
Nifty 50
Nifty 500
All India House Price Index*

Money market fund** 7.9 7.8 7.1 6.3
Source: LESG Workspace, RBI, NSE EPR.
Notes: * Annualised returns for All India House Price Index is as of December 31, 2024. Data prior to 2014 is not available.

** Average of the top six money market funds by AUM: Kotak Money Market Scheme, SBI Savings Fund, HDFC Money Market Fund, ICICI Prudential Money Market Fund,
Tata Money Market Fund, Aditya BSL Money Manager Fund.
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Figure 2: Global Uncertainty Index vs. gold prices
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Source: LSEG Workspace, worlduncertaintyindex.com, NSE EPR.

Gold demand in 2024 is the highest in the last 15 years...: Gold’s unique position stems
from its varied demand across jewellery, technology, central banks, and financial
investors. As different drivers of demand gain prominence through various phases of the
global economic cycle, they provide a natural balance to the gold market. This multi-
dimensional demand structure supports gold’s stability and enhances its appeal as a
reliable investment asset.

Overall demand for gold has been on the rise in recent years, driven by heightened global
uncertainty and an increasing need to diversify investments and reserves. Gold demand
reached 4,974 tonnes in 2024—the highest level in the past 15 years—propelling LBMA
gold prices up by 23% during the year and marking the ninth consecutive annual gain.
Investment demand accounted for approximately 24% of total gold demand in 2024, as
investors sought the safety of gold amid escalating geopolitical and economic risks.
Jewellery demand (consumption and inventory), which had rebounded sharply following
the COVID-19 pandemic in 2021, has since moderated, with its share in total gold
demand declining to 40% in 2024 from 47% in 2021. This is significantly lower than the
~50% average share recorded during the decade prior to the pandemic (2010-2019).
Importantly, demand from global central banks has surged over the past three years,
doubling from an average of ~500 tonnes between 2011 and 2021 to ~1,050 tonnes
annually since 2022. As aresult, central bank demand has consistently accounted for 22—
23% of total gold demand in recent years. India and China accounted 22% each of the
global demand for jewellery consumption, investment (via bars & coins and ETFs) and
central bank reserves.

The quarterly trend suggests that gold demand in the last quarter of 2025—a seasonally
strong quarter—was the highestin the last 15 years, with 42% of the demand coming from
jewellery consumption and 26% each from demand for investments and central banks.
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Figure 3: Annual trend of gold demand vs. gold prices
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Source: World Gold Council, NSE EPR.
Table 2: Annual trend of use-based demand for gold
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Demand by use (tonnes)
Jewellery fabrication 2,479 2,019 2,257 2,290 2,152 1,324 2,231 2,195 2,191 2,004
Investment 967 1,616 1,315 1,161 1,275 1,795 992 1,113 946 1,180
Technology 338 329 339 342 333 309 337 315 305 326
Central banks & other inst. 580 395 379 656 605 255 450 1,080 1,051 1,045
OTC and other 78 427 377 330 522 1,058 694 53 453 421
Gold demand 4,442 4,786 4,667 4,778 4,887 4,740 4,703 4,756 4,946 4,974
% share
Jewellery fabrication 55.8% 42.2% 48.4% 47.9% 44.0% 27.9% 47.4% 46.2% 44.3% 40.3%
Investment 21.8% 33.8% 28.2% 24.3% 26.1% 37.9% 21.1% 23.4% 19.1% 23.7%
Technology 7.6% 6.9% 7.3% 7.2% 6.8% 6.5% 7.2% 6.6% 6.2% 6.6%
Central banks & other inst. 13.0% 8.3% 8.1% 13.7% 12.4% 5.4% 9.6% 22.7% 21.2% 21.0%
OTC and other 1.8% 8.9% 8.1% 6.9% 10.7% 22.3% 14.7% 1.1% 9.2% 8.5%
Gold demand 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
% YoY
Jewellery fabrication -25%  -18.6% 11.8% 1.4% -6.0%  -38.5% 68.5% -1.6% -0.2% -8.6%
Investment 6.9% 67.1%  -18.6%  -11.7% 9.8% 40.8%  -44.8% 12.2%  -15.0% 24.7%
Technology -4.8% -2.5% 3.1% 0.7% -2.6% -7.1% 9.1% -6.6% -3.1% 6.9%
Central banks & other inst. -3.6% -31.9% -4.1% 73.4% -7.7% -57.9% 76.6%  139.9% -2.7% -0.6%
OTC and other -23.1%  446.3% -11.6% -12.5% 58.3% 102.5% -34.4% -92.3% 753.6% -7.2%
Gold demand -1.4% 7.7% -2.5% 2.4% 2.3% -3.0% -0.8% 1.1% 4.0% 0.6%

Source: World Gold Council, NSE EPR.
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Figure 4: Quarterly trend of gold demand vs. gold prices
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Source: World Gold Council, NSE EPR.

Table 3: Quarterly trend of use-based demand for gold

Q1'22 Q2'22 Q3'22 Q4'22 Q1'23 Q3'23 : Q1'24 Q3'24
Demand by use (tonnes)
Jewellery fabrication 517 493 582 602 531 494 582 584 537 409 541 516
Investment 556 209 100 247 276 253 157 260 204 267 365 344
Technology 83 80 79 74 73 73 77 82 80 80 82 84
Central banks & other inst. 82 159 457 382 290 176 367 217 307 211 194 333
OTC and other -80 237 -25 -79 32 212 65 144 79 250 72 20
Gold demand 1,159 1,278 1,193 1,226 | 1,203 1,208 1,249 1,286 1,206 1,216 1,255 1,297
Share (%)
Jewellery fabrication 44.6 41.9 48.8 49.1 441 40.9 46.6 45.4 44.5 33.6 43.1 39.8
Investment 48.0 17.8 8.4 20.1 23.0 20.9 12.6 20.2 16.9 21.9 29.1 26.5
Technology 7.1 6.7 6.6 6.0 6.1 6.0 6.2 6.4 6.7 6.6 6.6 6.4
Central banks & other inst. 7.1 13.5 38.3 31.2 24.1 14.6 29.4 16.9 25.4 17.3 15.5 25.7
OTC and other -6.9 20.2 -2.1 -6.5 2.7 17.5 5.2 11.2 6.5 20.5 5.7 1.6
Gold demand 100.0 100.0 100.0 100.0 | 100.0 100.0 100.0 100.0 @ 100.0 100.0 100.0 100.0
YoY growth (%)
Jewellery fabrication -4.0 8.1 12.9 -16.3 2.6 0.2 -0.1 -3.1 1.1 -17.2 -7.0 -11.5
Investment 216.1 -26.8 -56.2 -17.9 -50.3 20.7 56.0 5.2 -26.2 5.6 1326 324
Technology -0.1 -2.5 -7.5 -15.8 -11.8 -8.5 -1.9 11.3 10.1 9.7 6.5 1.8
Central banks & other inst. -28.7 -24.4  404.5 1014.0 . 2523 11.2 -19.6 -43.3 5.6 19.5 -47.1 53.6
OTC and other -141.5 1315 -108.8 -172.1 '@ -140.5 -10.8 -357.8 -281.6 @ 144.2 18.0 10.1 -85.9
Gold demand 4.8 3.7 -1.4 -2.1 3.8 2.5 4.7 5.0 0.3 0.7 0.5 0.9

Source: World Gold Council, NSE EPR.

...Partly led by higher investment demand: Investment demand for gold rose by a
strong 25% in 2024 to a four-year high of 1,180 tonnes—comprising nearly 24% of total
gold demand—as investors sought refuge in gold amid rising geopolitical, trade, and
economic uncertainty and elevated inflation. Historically, gold has performed well during
periods of heightened uncertainty and high inflation. Within investment products,
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demand for gold bars and medals, accounting for ~83% of the global investment demand,
was particularly robust. Demand for gold bars increased by 10% to an 11-year high of
860 tonnes, while demand for medals—gold coins without a face value, produced by
private and official mints—rose by 9.3% to 125 tonnes. India continued to dominate the
medals category—referred to as medallion—accounting for around 75% of total global
demand through this category. In contrast, investment demand through official coins
declined for the second consecutive year, falling 31% to 201 tonnes—the lowest in seven
years. After witnessing net outflows for three consecutive years, investment through
gold-backed ETFs (Exchange Traded Funds) and mutual funds was broadly stable in
2024, with new inflows largely offsetting redemptions during the year.

Figure 5: Investment demand for gold

tonnes Investment demand for gold
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Source: World Gold Council, NSE EPR.

Country-wise, investment demand for bars and coins has been led by India and
China: In 2024, Asia led global investment demand for gold bars and coins, accounting
for a record 756 tonnes—approximately 64% of global demand—marking a 20% YoY
increase. Within the region, China remained the largest contributor for the 10" year in a
row with 336 tonnes (+20.3% YoY), representing 28% of global demand, followed by
India at 239 tonnes (+29.3% YoY). Other Asian markets like Thailand and Indonesia also
saw strong double-digit growth. In contrast, demand in all other regions declined, notably
in the U.S. and Turkey. Turkey, the world’s third-largest market for bars and coins, saw a
25.3% drop to 112 tonnes, while U.S. demand fell sharply by 32.8% to a four-year low of
78 tonnes.
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Table 4: Annual trend of country-wise investment demand for bars and coins

Country 2016 2017 2018 2019 2020

Demand in tonnes

China 228.1 284.6 306.4 308.0 211.1 198.9 285.5 218.2 279.5 336.2
India 194.9 161.6 169.3 162.4 145.8 130.4 186.5 173.6 185.2 239.4
Turkey 231 29.4 52.4 37.8 52.9 121.1 61.4 84.8 150.1 112.2
us 71.1 91.3 35.2 26.1 19.7 69.1 115.8 107.9 115.7 77.8
Iran 30.1 4.6 19.2 61.8 39.1 36.3 255 41.8 44.4 42.3
Vietnam 47.8 42.9 37.4 41.3 39.1 291 311 41.0 40.4 42.1
Thailand 78.0 69.7 64.0 68.5 35.4 -87.3 28.7 29.0 34.0 39.8
Russia 4.8 3.7 2.5 2.6 3.7 5.0 5.3 25.0 315 344
Indonesia 20.1 21.1 20.2 22.2 14.2 16.8 19.8 21.5 20.6 24.5
Egypt 4.9 2.7 2.5 2.6 2.5 2.2 2.4 19.2 30.3 24.0
Others 388.1 361.6 335.3 357.5 307.7 380.9 418.4 460.1 258.1 213.7
Total 1,091.0 1,073.1 1,044.3 1,090.7 871.1 902.3 1,180.3 1,222.1 1,189.8 1,186.3
% YoY

China 14.9% 24.7% 7.7% 0.5% -31.5% -5.8% 43.6% -23.6% 28.1% 20.3%
India -5.4% -17.1% 4.8% -4.1% -10.2% -10.5% 43.0% -6.9% 6.7% 29.3%
Turkey -52.5% 27.0% 78.4% -27.9% 40.0% 129.1% -49.3% 38.1% 76.9% -25.3%
us 47.4% 28.5% -61.4% -26.0% -24.4% 250.9% 67.6% -6.9% 7.2% -32.8%
Iran -16.5% -84.6% 314.0% 222.5% -36.7% -7.3% -29.8% 64.2% 6.3% -4.7%
Vietnam -11.8% -10.2% -12.9% 10.4% -5.3% -25.6% 6.8% 32.1% -1.5% 4.2%
Thailand -19.1% -10.6% -8.2% 7.0% -48.3% -346.7% -132.8% 1.2% 17.1% 17.2%
Russia -39.3% -23.2% -33.1% 6.9% 38.7% 36.5% 5.7% 374.2% 26.0% 9.1%
Indonesia -25.2% 4.9% -4.2% 9.6% -36.1% 18.2% 18.1% 8.5% -4.0% 18.9%
Egypt -18.4% -45.1% -8.3% 5.6% -5.8% -12.1% 11.8% 692.6% 58.0% -20.9%
Others 14.7% -6.8% -7.3% 6.6% -13.9% 23.8% 9.8% 10.0% -43.9% -17.2%
Total 2.2% -1.6% -2.7% 4.4% -20.1% 3.6% 30.8% 3.5% -2.6% -0.3%
% share

China 20.9% 26.5% 29.3% 28.2% 24.2% 22.0% 24.2% 17.9% 23.5% 28.3%
India 17.9% 15.1% 16.2% 14.9% 16.7% 14.5% 15.8% 14.2% 15.6% 20.2%
Turkey 2.1% 2.7% 5.0% 3.5% 6.1% 13.4% 5.2% 6.9% 12.6% 9.5%
us 6.5% 8.5% 3.4% 2.4% 2.3% 7.7% 9.8% 8.8% 9.7% 6.6%
Iran 2.8% 0.4% 1.8% 5.7% 4.5% 4.0% 2.2% 3.4% 3.7% 3.6%
Vietnam 4.4% 4.0% 3.6% 3.8% 4.5% 3.2% 2.6% 3.4% 3.4% 3.5%
Thailand 7.1% 6.5% 6.1% 6.3% 4.1% -9.7% 2.4% 2.4% 2.9% 3.4%
Russia 0.4% 0.3% 0.2% 0.2% 0.4% 0.6% 0.4% 2.0% 2.6% 2.9%
Indonesia 1.8% 2.0% 1.9% 2.0% 1.6% 1.9% 1.7% 1.8% 1.7% 2.1%
Egypt 0.5% 0.3% 0.2% 0.2% 0.3% 0.2% 0.2% 1.6% 2.5% 2.0%
Others 35.6% 33.7% 32.1% 32.8% 35.3% 42.2% 35.4% 37.6% 21.7% 18.0%
Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

Source: World Gold Council, NSE EPR.

Investment demand through gold ETFs surged over the last few quarters...: Gold-
backed ETFs, a key component of the gold investment ecosystem, are widely used by
both institutional and retail investors to implement a range of portfolio strategies. After
nine consecutive quarters of net outflows, physically backed gold ETFs recorded renewed
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interest in Q3 2024, as escalating geopolitical and trade tensions increased the appeal of
gold as a safe-haven asset. The momentum accelerated in Q1 2025, with global gold ETFs
witnessing net inflows of US$21 bn (226 tonnes)—the highest in dollar terms in 19
quarters, and second only to the post-pandemic surge of US$23.7 bn in Q2 2020. This
surge was driven by a sharp rally in gold prices, rising trade policy uncertainty, a
weakening dollar index, and growing concerns over global economic growth.

Regionally, North America led gold ETF inflows in Q1 2025, accounting for nearly 61%
(US$12.9 bn) of global net inflows—driven almost entirely by the US. Europe followed with
a 22% share (US$4.6 bn), with the UK, Switzerland, and Germany together contributing
nearly 87% of the region’s inflows. Asia saw particularly strong momentum, contributing
over 89% of global inflows in Q4 2024 and 16% (US$3.3 bn) in Q1 2025—despite the
region holding just 7.4% of global gold ETF AUM. Within Asia, China led demand in Q1
2025, accounting for 69% of the region’s inflows, much higher than its 55% share of
regional AUM. India followed with net investments of US$589 mn, contributing over 25%
of regional inflows compared to an 18% share in AUM, while Japan saw net investments
of US$221 mn, representing 13% of Asia’s total.

Figure 6: Annual trend of region-wise net value of investments into gold ETFs
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Source: World Gold Council, NSE EPR. Note: Data for 2025 is as of March 31, 2025

Table 5: Quarterly trend of region-wise net value of investments into gold ETFs

ussSm Q12023 Q2 2023 Q3 2023 Q4 2023 Q1 2024 Q2 2024 Q3 2024 Q4 2024 Q1 2025
North America 829 725 -5,806 -226 -4,314 -587 4,801 2,432 12,862
Europe -2,377 -1,830 -2,982 -4,277 -2,873 -2,009 1,278 -2,156 4,585
Asia -47 96 874 358 693 2,451 585 2,707 3,321
Other 124 -195 -70 70 7 -45 463 43 324
Total -1,470 -1,204 -7,983 -4,075 -6,486 -190 7,127 3,026 21,092

Source: World Gold Council, NSE EPR.
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Figure 7: Annual trend of region-wise net quantity invested into gold ETFs
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Source: World Gold Council, NSE EPR. Note: Data for 2025 is as of March 31, 2025.

Table 6: Quarterly trend of region-wise net quantity invested into gold ETFs

tonnes Q12023 Q2 2023 Q3 2023 Q4 2023 Q12024 Q2 2024 (okJplopZi} Q4 2024 Q1 2025
North America 10.3 9.5 -95.8 -5.9 -68.2 -9.4 59.1 26.5 133.8
Europe -40.0 -28.8 -55.1 -56.5 -54.2 -28.6 22.7 -37.8 54.8
Asia -0.8 1.4 13.4 5.3 9.9 315 6.8 30.2 34.3
Other 1.8 -3.1 -1.5 1.7 -0.4 -0.6 6.0 -0.3 3.6
Total -28.6 -21.1 -139.1 -55.4 -113.0 -7.1 94.7 18.7 226.5

Source: World Gold Council, NSE EPR.

Gold ETF AUM rose to record-high in the March quarter: Assets under management
(AUM) in global gold ETFs halved in 2013, following a decade of steady growth. The
collapse was triggered by a sharp 28% fall in gold prices that year—from US$1,664/0z to
US$1,202/0z—the steepest annual decline since 1981. This was driven by a confluence
of factors: rising real interest rates amid the U.S. Federal Reserve’s tapering signals, a
strengthening U.S. dollar, and a significant rotation of capital from safe-haven assets into
riskier markets. Equity markets, in contrast, posted stellar gains, with the S&P 500 rising
nearly 30% in 2013. As a non-yielding asset, gold becomes less attractive in a rising
interest rate environment.

The result was a sharp shift in sentiment. Global gold ETFs recorded net outflows of over
929 tonnes in 2013 alone—equivalent to nearly one-third of their total holdings at the
beginning of the year—led by large withdrawals from SPDR Gold Shares. The liquidation
trend persisted through 2014 and 2015, as institutional investors, particularly hedge
funds and macro funds, continued to unwind long positions in gold ETFs.

Gold ETF AUM saw a turnaround in 2016, buoyed by a 9% rise in gold prices amid
heightened geopolitical and economic uncertainty surrounding Brexit, the U.S. elections,
and a pause in Fed rate hikes. This revival in safe-haven demand spurred renewed
inflows, particularly from retail and institutional investors, a trend that broadly continued
over the next five years.
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However, following the pandemic-induced peak in August 2020, gold prices corrected by
around 10% between September and November 2020. The anticipation of early monetary
tightening by the Fed amid surging inflation, rising interest rates, and a stronger dollar
dampened gold's investment appeal between 2021 and 2023. During this period, global
gold ETFs saw average annual net outflows of ~180 tonnes.

The trend reversed in 2024. Although net inflows were modest in quantity and value
terms, the sharp surge in gold prices helped drive a strong rebound in ETF AUM. The total
AUM of physically backed gold ETFs rose by ~26% in 2024, followed by a further 28%
increase in Q1 2025, reaching an all-time high of US$345 bn. Notably, after witnessing
outflows in the first half of 2024, investment demand via ETFs picked up sharply in H2
and remained robust in early 2025, resulting in cumulative net inflows of US$830 m or
226 tonnes during the nine-month period ending March 2025.

Figure 8: Annual trend of holding of global physically backed gold ETFs in dollar and tonnes
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400 — AUM Holding (RHS) 4,000
345.4
350 3,500
300 3,000
250 2,500
200 2,000
150 1,500
100 1,000

20032004 20052006 2007200820092010201120122013201420152016201720182019202020212022202320242025
Source: World Gold Council, NSE EPR. Note: Data for 2025 is as of March 31*, 2025.

Region-wise, Asia and Europe accounted for bulk of the ETF demand over the last 10
years: Historically, gold ETFs have been dominated by the United States, underpinned by
early market development and strong institutional participation. However, in recent
years, demand has become increasingly diversified, with investors in Asia and Europe
embracing gold ETFs as core portfolio assets. Reflecting this shift, North America’s share
in global gold ETF assets under management declined from 59% in March 2015 to 52%
by March 2025. Over the past decade, Europe has accounted for approximately 34% of
cumulative net inflows in value terms, while Asia contributed around 15%. Notably, in the
last five years, Asia’s share surged—contributing 41% of global net inflows—pushing its
share in total ETF AUM from just 2.9% in March 2020 to a record 7.4% by March 2025.
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Figure 9: Region-wise gold ETF AUM in March 2015 Figure 10: Region-wise gold ETF AUM in March 2025
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Source: World Gold Council, NSE EPR.

India followed global suit and saw a surge in net investments into gold ETFs: India
has mirrored the global trend of rising interest in gold ETFs, witnessing a sharp increase
in inflows over the past five years—particularly during periods of heightened market
volatility and inflation concerns. Improved investor awareness, greater accessibility
through digital platforms, and a growing preference for financialised gold exposure have
positioned India as one of the most dynamic gold ETF markets in Asia. Gold ETFs recorded
net inflows for the sixth consecutive year in FY25, with the latest fiscal year seeing a
record Rs 14,852 crore in net investments, according to AMFI—equivalent to 45% of the
AUM at the start of the year. This surge, combined with a significant rally in gold prices,
propelled total AUM from Rs 7,794 crore in March 2020 to Rs 57,101 crore by March
2025—an annualized growth of 49%. Notably, AUM grew by over 90% in FY25 alone.

Figure 11: Gold ETFs in India: Net investments and AUM
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Source: AMFI, CMIE Economic Outlook, NSE EPR.

35/348



O NSE Market Pulse

April 2025 | Vol. 7, Issue 4

Beyond ETFs: How SGBs are redefining gold investment in India: Sovereign gold bonds
Alongside ETFs, Sovereign Gold Bonds (SGBs) have emerged as a popular investment
vehicle in recent years. Introduced by the Government of India in November 2015 and
issued by the RBI, SGBs are government-backed securities denominated in grams of gold.
With a minimum investment of 1 gram and a tenor of eight years (with an early exit option
after the fifth year), SGBs offer a fixed interest rate of 2.5% per annum, payable semi-
annually. Additionally, capital gains on redemption at maturity are exempt from tax,
enhancing their post-tax appeal. SGBs are unique to India, offering a combination of
capital appreciation, fixed income, and sovereign guarantee—features not available in
traditional gold ETFs or physical bullion globally. Further, in addition to traditional
borrowing instruments, SGBs have served as an important instrument for raising funds
for financing the Centre’s fiscal deficit.

Since its launch in November 2015, the RBI—on behalf of the Government of India—has
issued 67 tranches of SGBs, mobilizing approximately 147 tonnes of gold and raising a
cumulative Rs 72,274 crore over the last decade. The gold subscribed through SGBs
represents nearly 17% of the RBI’s total gold reserves of 876 tonnes as of December
2024. Notably, the funds raised through SGBs are nearly 2.5 times the net inflows into
gold ETFs over the same period (FY16—-FY25). The most recent issuance was conducted
on February 21, 2024. Subsequently, the Government paused fresh issuances, citing the
rising cost of servicing these bonds amid a sharp rally in gold prices.

Table 7: Annual trend of Sovereign Gold Bond Issuances

Fiscal tra::I;:: Average issue price (Rs/gram) SUbs(i;i:;:)sr; Amount raisectso(lg
FY1l6 3 2,733.3 4.9 1,318
FY17 4 3,054.8 11.4 3,481
FY18 14 2,932.1 6.5 1,895
FY19 6 3,183.7 2.0 643
FY20 10 3,779.2 6.1 2,316
FY21 12 4,926.3 324 16,049
FY22 10 4,828.4 27.0 12,991
FY23 4 5,327.0 12.3 6,551
FY24 4 6,077.8 44.3 27,031
FY25 0 0 0
Total 67 147.0 72,274

Source: RBI, NSE EPR.

Strong buying by central banks continued for the third year in a row...: Central banks
reaffirmed their strategic tilt toward gold in 2024, marking another historic year of reserve
diversification—a key driver of gold in the recent years. With net purchases of 1,045
tonnes for the year, central banks recorded their third consecutive year of buying over
1,000 tonnes, a level more than double the annual average between 2010 and 2021 (473
tonnes). This sustained demand reflects not only a response to persistent geopolitical and
macroeconomic uncertainty, but also an intentional move by several emerging market
central banks to reduce their reliance on the U.S. dollar and increase monetary reserve
resilience.

The 15-year streak of net purchases underscores a structural shift in central bank reserve
management, with many countries—particularly in Asia and the Middle East—viewing gold
as a strategic asset offering liquidity, no counterparty risk, and inflation protection. This
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institutional demand continues to provide a strong floor for gold prices, reinforcing its role
as a portfolio stabiliser amid growing economic fragmentation and the recalibration of
global financial systems.

Figure 12: Annual trend of central bank net purchases in tonnes
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Source: World Gold Council, NSE EPR.

...led by emerging market central banks: Since turning into net buyers in 2010, central
banks have collectively added over 8,817 tonnes of gold to their reserves through 2024.
Notably, this accumulation has been driven overwhelmingly by emerging market (EM)
economies, marking a structural shift in global reserve management. Key drivers include
a desire to diversify away from the U.S. dollar, mitigate geopolitical and sanctions risk,
and hedge against inflation and negative real interest rates. As gold offers liquidity, zero
counterparty risk, and long-term stability, it has increasingly been viewed as a safe,
neutral reserve asset—particularly in the wake of rising global financial fragmentation.
Countries like China, Russia, Turkey, Poland and India have led this trend, contributing to
record central bank gold demand in recent years.

In 2024, central bank gold demand remained robust, led by the National Bank of Poland,
which topped global purchases with 90 tonnes, raising gold to 17% of its reserves. Turkey
(75 tonnes) and India (73 tonnes) followed closely, with the Reserve Bank of India more
than quadrupling its gold purchases from 2023. China’s central bank (PBoC) resumed
purchases late in the year, adding 44 tonnes, while Azerbaijan’s sovereign wealth fund
also returned as a key buyer with 25 tonnes.
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Figure 13: Country-wise net purchases and sales by central banks in 2024
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Source: World Gold Council, NSE EPR.
Note: Chart includes only purchases/sales of 1t or more. *Represents the gold reserves of the State Oil Fund of Azerbaijan (SOFAZ).

Central banks of China, Poland, and India have emerged as the top gold accumulators
over the past three and ten years: The People’s Bank of China leads among emerging
markets, having added 331 tonnes of gold in the last three years and 1,226 tonnes over
the past decade—accounting for nearly 10% and 19% of total global central bank
purchases during these periods, respectively. Despite this aggressive build-up, gold still
constituted only 5.5% of China’s total reserves as of December 2024—up from 3.3% in
2021 and just 1.1% in 2014. Poland ranked second, adding 217 tonnes in the last three
years and 345 tonnes in the last decade. This has driven the gold share in its reserves to
16.9% in 2024, a fourfold increase from earlier levels. India was the third largest buyer,
with the Reserve Bank of India (RBI) accumulating 122 tonnes since 2021 and 318
tonnes over the decade, increasing gold’s share in its reserves from 6.9% in 2021 to
11.4% in 2024. Among smaller economies, Kyrgyzstan’s central bank made notable
strides, lifting gold’s share in its reserves from 7.8% in 2014 to 63.8% in 2024.
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Table 8: Top 20 central bank net gold purchases in the last three years
Change in gold

o reserves in the last Gold reserves Gold reserves % of reserves % of reserves
T e (2024, tonnes) (2024, US$bn) (2021, %) (2024, %)

China 331.3 2,279.6

Poland 217.4 448.2 37.6 8.1 16.9

India 122.1 876.2 73.5 6.9 11.4

Singapore 66.2 220.0 18.5

Qatar 54.1 110.8 9.3 7.8 17.2

Egypt 46.0 126.9 10.6 11.8 23.7

Czech Republic 40.6 51.2 0.4

Kyrgyzstan 27.9 38.1 19.9

Ghana* 21.8 30.5 5.1 441

Uzbekistan 20.5 382.6 32.1 59.7

Hungary 15.5 110.0 9.2 12.6 19.9

Serbia 10.8 482 40 11.7 133

Jordan 7.1 71.7 6.0 19.7 27.4

Argentina 7.0 61.7 5.2 8.0 17.5

Ireland 2.5 12.0 4.2

France 0.5 2,437.0 58.2

Belarus 0.5 53.9 36.9 50.7

Greece 0.5 114.5 46.0

Ukraine 0.3 27.4 5.1

Mexico 0.3 120.3 10.1 3.4

Source: World Gold Council, NSE EPR. * % of reserves data for Ghana is as of January 2025.

Table 9: Top 20 central bank net gold purchases in the last 10 years
Change in gold

ST reserves in the last Gold reserves Gold reserves % of reserves % of reserves
three years (tonnes) (2024, tonnes) (2024, US$bn) (2014, %) (2024, %)
China 1,225.5 2,279.6
Poland 345.3 448.2 37.6 4.0 16.9
India 318.4 876.2 73.5 6.7 11.4
Uzbekistan 107.9 382.6 321 44.0
Hungary 106.9 110.0 9.2 0.3 19.9
Qatar 98.4 110.8 9.3 11 17.2
Singapore 92.6 220.0 18.5 19 [0 ag
Kazakhstan 92.3 284.1 23.8 25.4 52.0
Thailand 82.1 234.5 19.7 3.8 8.3
Japan 80.8 846.0 71.0 2.4
Jordan 52.4 717 6.0 4.7 27.4
Egypt 51.3 126.9 10.6 19.6 23.7
Czech Republic 40.6 51.2 0.8
Kyrgyzstan 34.2 38.1 7.8 -
Serbia 30.6 48.2 5.6 13,3
Ghana* 21.8 30.5 6.1 44.1
Belarus 11.4 53.9 325 50.7
Ireland 6.0 12.0 1330 80
Mauritius 4.5 12.4 7.8 12.2

Source: World Gold Council, NSE EPR. * % of reserves data for Ghana is as of January 2025.
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Table 10: Top 20 reported official gold holdings (As of December 2024)

Country/Institution Tonnes % of reserves

United States 8,133.5
Germany 3,351.5
IMF 2,814.0
Ttaly 2,451.8
France 2,437.0
Russia 2,335.9 32%
China 2,279.6
Switzerland 1,039.9
India 876.2
Japan 846.0
Turkey 615.0 36%
Netherlands 612.5
ECB 506.5 34%
Poland 448.2
Taiwan 423.9
Portugal 382.7
Uzbekistan 382.2
Saudi Arabia 3231
United Kingdom 310.3
Lebanon 286.8 63%

Source: IMF IFS, Respective Central Banks, World Gold Council, NSE EPR.

Figure 14: Global gold reserves as a % of total reserves
Gold reserves % of total reserves

IMF as of Feb 2025
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Source: LSEG Workspace, IMF, NSE EPR.

India maintained its steady gold accumulation in 2024, with the RBI purchasing 73
tonnes during the year—over four times its acquisitions in 2023. These purchases were
made consistently across months, barring December when holdings remained
unchanged. The RBI ranked as the third largest official sector buyer of gold in 2024—
trailing only China and Poland—a position it has consistently held over the last three and
five-year periods. By end-2024, India’s official gold reserves reached 876 tonnes,
comprising approximately 11% of its total foreign exchange reserves. While the RBI has
not articulated an explicit rationale, past statements by senior officials have emphasized
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the role of gold in enhancing reserve diversification. In a notable move, the RBI also
repatriated a portion of its gold reserves from overseas vaults during the year,
underscoring a strategic focus on domestic custody.

Figure 15: Annual trend of RBI’s gold reserves in dollars
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I RBI gold reserves % share in reserves (RHS)
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Source: World Gold Council, NSE EPR.
Figure 16: Annual trend of RBI’s gold reserves in dollars
tonnes RBI gold holding %
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Source: World Gold Council, NSE EPR.

Global jewellery demand fell to a four-year low in 2024...: Despite strong investment
interest, global jewellery demand declined sharply in 2024, falling 11.1% to a four-year
low of 1,877 tonnes. This drop was largely driven by subdued consumer appetite amid
record-high gold prices. Jewellery accounted for about 38% of total gold demand during
the year—its second-lowest share in the past 15 years. By contrast, in the decade
preceding the pandemic (2010-2019), jewellery consistently made up around 50% of
global gold consumption, underscoring a structural shift in gold demand dynamics.
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Figure 17: Annual trend of global jewellery consumption demand
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Source: World Gold Council, NSE EPR.

...weighed down by reduced demand from China: Over the past 15 years, India and
China have together accounted for an average of 56% of global gold jewellery demand.
While China emerged as the world’s largest jewellery consumer in 2021 —capturing ~31%
of global demand—its momentum has reversed sharply. In 2024, China's gold jewellery
demand declined by 23.9% YoY, reducing its share to a 14-year low of 25.5%. Hong Kong
also recorded a 25.3% decline, although its global share remains small at 1.5%. India, by
contrast, has exhibited relative resilience. Although demand has declined at low single-
digit rates over the past three years, the fall in 2024 was just 2.2%, well below the 11.1%
global decline. This outperformance has enabled India to reclaim the top spot as the
world’s largest gold jewellery consumer—a position it last held over a decade ago. Its
share of global jewellery demand rose to a 14-year high of 30% in 2024.
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Table 11: Annual trend of country-wise jewellery demand

Country 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Demand in tonnes

India 662.3 504.5 601.9 598.0 544.6 315.9 610.9 600.6 575.8 563.4
China 767.4 644.8 665.2 686.3 638.0 413.8 673.3 570.8 630.2 479.3
us 119.5 118.8 123.7 128.4 1311 118.2 149.1 144.5 136.9 132.1
Russia 431 38.3 39.8 43.0 44.5 29.8 41.5 35.7 39.7 41.2
Turkey 49.0 40.8 41.2 36.4 36.5 25.9 33.9 36.9 42.2 40.9
Saudi Arabia 69.5 49.4 44.4 394 37.2 22.7 33.3 37.9 38.1 35.0
UAE 51.4 45.2 46.7 36.2 34.0 21.5 33.8 46.9 39.7 34.7
Hong Kong 51.4 41.4 44.3 50.6 38.3 15.4 21.8 22.4 374 27.9
Iran 37.2 40.5 45.4 29.4 30.5 20.0 26.3 29.9 27.3 26.7
Egypt 38.3 25.4 21.8 24.5 26.4 211 31.4 321 26.7 26.1
Others 570.3 554.7 566.2 578.0 565.5 393.7 492.7 530.2 516.6 469.8
Total 2,459.5 2,103.8 2,240.5 2,250.1 2,126.6 1,398.0 2,148.1 2,087.8 2,110.6 1,877.1
% YoY

India 5.7% -23.8% 19.3% -0.6% -8.9% -42.0% 93.4% -1.7% -4.1% -2.2%
China -4.9% -16.0% 3.2% 3.2% -7.0% -35.1% 62.7% -15.2% 10.4% -23.9%
us 2.5% -0.6% 4.1% 3.8% 2.1% -9.8% 26.1% -3.1% -5.3% -3.5%
Russia -36.2% -11.2% 3.9% 7.9% 3.4% -32.9% 39.3% -14.1% 11.3% 3.8%
Turkey -28.0% -16.8% 1.1% -11.7% 0.2% -29.0% 30.8% 8.8% 14.4% -2.9%
Saudi Arabia 1.7% -28.9% -10.0% -11.4% -5.6% -38.9% 46.9% 13.7% 0.7% -8.3%
UAE -8.2% -12.1% 3.3% -22.5% -6.0% -36.8% 57.5% 38.5% -15.2%  -12.6%
Hong Kong -14.5% -19.3% 6.9% 14.4% -24.3% -59.9% 42.0% 2.8% 66.8% -25.3%
Iran -5.3% 8.9% 12.0% -35.3% 4.0% -34.5% 31.6% 13.5% -8.6% -2.4%
Egypt -13.8% -33.5% -14.2% 12.1% 7.9% -20.1% 48.8% 2.5% -17.0% -2.1%
Others -1.1% -2.7% 2.1% 2.1% -2.2% -30.4% 25.1% 7.6% -2.6% -9.1%
Total -2.8% -14.5% 6.5% 0.4% -5.5% -34.3% 53.7% -2.8% 1.1% -11.1%
% share

India 26.9% 24.0% 26.9% 26.6% 25.6% 22.6% 28.4% 28.8% 27.3%  30.0%
China 31.2% 30.6% 29.7% 30.5% 30.0% 29.6% 31.3% 27.3% 29.9% 25.5%
us 4.9% 5.6% 5.5% 5.7% 6.2% 8.5% 6.9% 6.9% 6.5% 7.0%
Russia 1.8% 1.8% 1.8% 1.9% 2.1% 2.1% 1.9% 1.7% 1.9% 2.2%
Turkey 2.0% 1.9% 1.8% 1.6% 1.7% 1.9% 1.6% 1.8% 2.0% 2.2%
Saudi Arabia 2.8% 2.3% 2.0% 1.8% 1.7% 1.6% 1.6% 1.8% 1.8% 1.9%
UAE 2.1% 2.1% 2.1% 1.6% 1.6% 1.5% 1.6% 2.2% 1.9% 1.8%
Hong Kong 2.1% 2.0% 2.0% 2.3% 1.8% 1.1% 1.0% 1.1% 1.8% 1.5%
Iran 1.5% 1.9% 2.0% 1.3% 1.4% 1.4% 1.2% 1.4% 1.3% 1.4%
Egypt 1.6% 1.2% 1.0% 1.1% 1.2% 1.5% 1.5% 1.5% 1.3% 1.4%
Others 23.2% 26.4% 25.3% 25.7% 26.6% 28.2% 22.9% 25.4% 24.5% 25.0%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Source: World Gold Council, NSE EPR.

Per capita consumer demand of China and India remains quite low: Despite
accounting for over half of global consumer gold demand, China and India—each
contributing more than 26%—continue to exhibit relatively low per capita consumption.
In 2024, both countries ranked only 13th and 14th globally in terms of per capita gold
demand, with consumption at 0.58 grams and 0.56 grams respectively.
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India’s per capita gold demand has shown a secular decline from 2010 levels, bottoming
out in 2020 before gradually recovering to pre-pandemic levels. Over the past four years,
demand has largely plateaued around 0.55 grams per capita, underscoring the impact of
demographic size, income constraints, and evolving consumption patterns.

In stark contrast, the highest per capita consumer demand in 2024 was observed in the
UAE (4.4 grams), followed by Hong Kong (3.9 grams) and Kuwait (3.7 grams), highlighting
the disparity between absolute and per capita demand across markets.

Table 12: Annual trend of country-wise per capita consumer (bars & coins and jewellery) demand

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
UAE 6.7 5.6 5.6 4.5 4.1 2.9 4.4 5.4 4.8 4.4
Hong Kong 7.2 5.8 6.2 7.0 5.3 2.4 3.3 3.3 5.1 3.9
Kuwait 4.1 3.7 3.9 3.8 3.6 3.0 3.9 3.9 4.0 3.7
Singapore 3.3 3.0 3.0 2.9 2.6 1.7 2.1 2.6 2.1 2.2
Switzerland 6.1 5.5 5.0 4.3 3.5 5.0 5.1 5.6 4.1 1.9
Turkey 0.9 0.9 1.2 0.9 1.1 1.8 11 1.4 2.3 1.8
Saudi Arabia 2.8 1.9 1.8 1.6 1.5 1.0 1.4 1.6 1.6 1.5
Iran 0.9 0.6 0.8 1.1 0.8 0.7 0.6 0.8 0.8 0.8
Australia - - - - - - 1.2 1.4 0.9 0.7
Thailand 1.3 1.2 11 1.2 0.7 -1.2 0.5 0.5 0.6 0.7
us 0.6 0.7 0.5 0.5 0.5 0.6 0.8 0.8 0.8 0.6
Korea 0.9 0.8 0.8 0.8 0.8 0.7 0.8 0.6 0.5 0.6
China 0.7 0.7 0.7 0.7 0.6 0.4 0.7 0.6 0.6 0.6
India 0.6 0.5 0.6 0.6 0.5 0.3 0.6 0.5 0.5 0.6
Vietham 0.7 0.6 0.6 0.6 0.6 0.4 0.4 0.6 0.6 0.5
% YoY
UAE -10.2% -16.5% 0.0% -20.2% -8.2% -29.9% 51.1% 23.5% -10.8% -9.1%
Hong Kong -14.6% -19.7% 6.8% 12.2% -24.4% -54.4% 38.9% -1.4% 56.0% -24.1%
Kuwait -13.2% -10.7% 6.1% -1.5% -7.7% -15.3% 30.9% 0.0% 1.2% -8.0%
Singapore -13.0% -6.6% -2.8% -2.0% -9.6% -36.8% 26.5% 25.6% -19.9% 6.0%
Switzerland 4.2% -10.4% -7.9% -14.6% -19.0% 42.8% 1.3% 10.4% -27.2% -53.1%
Turkey -39.0% -4.1% 31.8% -21.9% 18.8% 63.7% -36.0% 26.8% 57.8% -20.8%
Saudi Arabia -4.6% -31.3% -9.8% -6.5% -6.8% -35.6% 45.8% 8.4% 2.3% -5.6%
Iran -11.8% -33.8% 40.9% 39.5% -24.5% -20.1% -8.0% 37.0% -0.9% -4.8%
Australia 14.9% -32.4% -21.2%
Thailand -17.4% -10.0% -7.8% 6.5% -42.4%  -274.8% -144.9% 4.5% 12.2% 12.9%
us 14.8% 9.5% -24.9% -3.3% -2.8% 23.2% 41.0% -5.1% -0.4% -17.3%
Korea 14.2% -14.4% 4.9% -1.0% -5.3% -9.2% 12.1% -18.1% -15.0% 12.5%
China -1.5% -7.3% 4.0% 2.0% -14.9% -28.0% 56.5% -17.7% 15.5% -10.3%
India 1.8% -23.2% 14.5% -2.5% -10.1% -36.0% 77.2% -3.6% -2.5% 4.5%
Vietnam -5.9% -9.0% -8.6% 9.3% -7.0% -30.2% 7.0% 36.2% -6.9% -0.9%

Source: World Gold Council, NSE EPR.
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Figure 18: Consumer demand (bars & coins and jewellery) for gold in India
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Source: World Gold Council, NSE EPR.

Gold demand expected to remain robust amid heightened global uncertainty: Gold
has entered 2025 on a strong footing, building on last year’s rally driven by record central
bank purchases and growing institutional allocations through ETFs. With escalating
macroeconomic and geopolitical uncertainties, the underlying demand drivers for gold
remain intact, if not stronger. Declining real interest rates, persistent financial market
volatility, and a weaker dollar continue to reinforce gold’s traditional role as a strategic
hedge and store of value.

In Q1 2025 alone, gold prices have surged by 30% (As of April 21, 2025), reflecting
heightened safe-haven demand amid global dislocations. Central banks—particularly
those from emerging markets—have maintained an aggressive gold accumulation stance,
acquiring over 1,000 tonnes annually for the third consecutive year. This sustained buying
reflects both tactical reserve diversification and long-term strategic repositioning in the
face of evolving geopolitical alignments and reduced confidence in the US dollar.

Findings from the 2024 Central Bank Gold Reserves (CBGR) Survey underscore this shift.
A record 69% of surveyed central banks expect gold to form a larger share of their
reserves over the next five years—up from 62% in 2023 and 46% in 2022. Key motivators
include real interest rate trajectories, inflation management, and geopolitical risk
mitigation. Notably, EMDE central banks are increasingly influenced by concerns over
shifting global economic power structures—adding another layer to their pro-gold bias.

Concurrently, the role of the US dollar as the dominant reserve currency is under scrutiny.
Confidence continues to erode, with 62% of respondents expecting a decline in the
dollar’s reserve share by 2029—up from 55% in 2023 and 42% in 2022. This erosion of
dollar dominance adds further impetus to gold demand as central banks seek neutral
reserve assets unlinked to geopolitical risk.

The World Gold Council notes that if macroeconomic conditions evolve in line with market
expectations, gold prices may remain stable within a range but retain significant upside
potential given the asymmetric risks ahead. As reserve strategies adapt to a fragmenting
world order, central bank demand is expected to remain a key structural pillar for gold in
2025.
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Figure 19: Distribution of responses on proportion of total reserves (foreigh exchange and gold) denominated in
US dollars five years from now
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Source: World Gold Council.

Notes: 1. 2024 Base: All central banks (68); Advanced economy (23); EMDE (45).
2.2023 Base: All central banks (57); Advanced economy (13); EMDE (44).
3.2022 Base: All central banks (56); Advanced economy (13); EMDE (43).

Figure 20: Distribution of responses on proportion of total reserves (foreign exchange and gold) denominated in
gold five years from now
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Source: World Gold Council.

Notes: 1. 2024 Base: All central banks (68); Advanced economy (23); EMDE (45).
2.2023 Base: All central banks (57); Advanced economy (13); EMDE (44).
3.2022 Base: All central banks (56); Advanced economy (13); EMDE (43).
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Figure 21: Topics relevant for reserve management decisions
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Chart of the month
Tariff war and the global fallout

“There are decades where nothing happens; and there are weeks where decades happen.” Vladimir Lenin’s words—
seen in earlier editions of Market Pulse—once again perfectly capture the whirlwind of events that unfolded earlier this
month. In just over a week, the US administration announced sweeping reciprocal tariffs on 57 countries on April 2nd,
paused them for 90 days, and then escalated the tariff war with China. This rapid policy churn has evoked comparisons
with the Smoot-Hawley Act of 1930—a defining moment of interwar protectionism in US history.? Just as the 1930s
tariffs led to a 64% collapse in US exports and deepened the Great Depression, today’s measures carry significant
global risks. Prolonged tariff uncertainty would weigh heavily on global growth, trade volumes, and inflation dynamics.
IMF studies suggest global GDP could fall by 0.8-1.2pp over 2025-26, with US and China growth projected to decline
by 1-1.6pp.? The IMF’s April 2025 World Economic Outlook revised global growth forecasts downward by 50bps and
30bps for 2025 and 2026, to 2.8% and 3% respectively. The WTO expects merchandise trade to contract by 0.2-1.5%
in 2025, while North American exports are projected to fall by 12.5%. Meanwhile, the US Fed has revised its 2025
inflation forecast higher by 20bps to 2.7%. The roots of this protectionist shift lie in the persistent widening of the US
trade deficit—from an average of less than US$200 bn in the 1990s to over US$1.3 tn in 2024. Yet this strategy runs
into the classical “Triffin dilemma”—the fundamental tension between maintaining the US dollar’s role as the global
reserve currency and addressing trade imbalances. Furthermore, the move towards protectionism marks a sharp
departure from foundational theories of international trade—from Ricardian comparative advantage to Heckscher-
Ohlin models—all of which underscore the welfare-enhancing potential of free trade.?

The tit-for-tat tariff war shows no signs of easing, and uncertainty remains elevated. The shift from free trade orthodoxy
to strategic trade frameworks underscores intensifying great power competition, weighing national security
externalities against traditional efficiency losses. With the US and China accounting for nearly a quarter of global
exports, a prolonged conflict risks broad spillovers. While the temporary pause offers a window for negotiation—
especially for export-dependent Asian economies—India’s impact is expected to be limited, with various estimates
projecting GDP growth to fall by around 0.2-0.3pp. Recent bilateral talks could help cushion risks. Financial markets
remain cautious, with equities and bonds yet to fully stabilise, and ongoing trade tensions likely to weigh on the
economy, markets, and policymaking.

e Asian economies hit hard by reciprocal tariffs; pause brings respite...: The
recent US tariff measures on 57 countries mark a sharp turn toward protectionism,
disproportionately impacting Asian economies. Following the April 2
announcement, countries like Cambodia (49%), Vietnam (46%), Sri Lanka (44%),
Bangladesh (37%), and Thailand (36%) faced significantly higher "reciprocal
tariffs," reflecting US concerns over bilateral trade deficits. The 22 Asian
economies on whom the reciprocal tariffs were imposed account for around 2/5%
of US imports. India (26%), Japan (24%), and the EU (20%) were relatively less
affected. However, following the swift escalation, the US has now paused
retaliatory tariffs for 90 days on all countries except China.*

¢ ...As widening trade deficit with US a critical reason for tariffs: The US trade
deficit has widened sharply over the decades—from a surplus in the 1950s to an
average deficit of US$185 bn in the 1990s to US$1.2 tn during 2020-24. The

1 The Smoot-Hawley Tariff Act of 1930 was a U.S. law that dramatically raised tariffs on thousands of imported goods in an effort to protect American farmers and
manufacturers from foreign competition during the early years of the Great Depression.

2 These computations are based on specific assumptions which have been detailed in the section on “Impact of the tariffs on the Global and Indian economy and markets”
3 Ricardo’s theory of comparative advantage posits that countries benefit from specializing in goods they can produce relatively more efficiently, even if they are less
efficient in absolute terms. The Hecksher Ohlin model explains trade patterns based on countries relative factor endowments, highlighting that countries export goods
that intensively use their abundant resources and import those that require scarce ones.

4 The baseline tariff rate of 10% on all countries and the product-specific tariffs applied by the US still continue.
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formula used to calibrate the recent reciprocal tariff announcements was based on
bilateral trade deficits and imports. Countries like Vietnam, Cambodia, Taiwan,
Thailand, who were penalized with higher reciprocal tariffs have experienced their
average deficit rise by more than 2.5x during 2013-16 and 2021-24.

US and China engaged in a tit-for-tat trade war...: There has been a dramatic tit-
for-tat escalation of the tariff war between US and China, eventually reaching a
stage where US has imposed a tariff of 145% and China has retaliated with 125%.
Despite declining average trade deficit with China — from US$357 bn during 2013-
16 to US$ 334 bn during 2021-24, coupled with a fall in import share from China
from 20.4%in 2014 t0 14% in 2024, US continues to remain cautious in trade deals
with China. Although China’s direct share in US imports has declined, trade is being
rerouted through Mexico, Vietnam, South Korea, Thailand and Taiwan. Data shows
that there has been a simultaneous increase in the share of US imports from these
countries from 19.5% in 2014 to 29% in 2024 along with rise in Chinese exports
to these countries from 9% to 13.7%.

...With implications for global growth, trade and inflation...: Lingering tariff
uncertainty is expected to dampen global growth and trade prospects in the
coming years. An IMF study highlights that global growth could decline by
0.8pp/1.2pp in 2025/2026 due to risks such as tariffs and trade policy
uncertainties, with sharper slowdown in China (1.1pp/1.6pp) and USA
(App/1.6pp).°> The WTO estimates global merchandise trade to contract by
0.2%/1.5% in 2025 in a baseline/adverse scenario, 3pp lower than the previous
forecast (pre-tariffs). Merchandise exports/imports of North America are
estimated to decline by 12.5%/9.6% in 2025. The impact of tariffs on US inflation
is likely to be severe with US Fed initially revising the headline number higher by
20bps to 2.7% as per the March 2025 FOMC projection material.

...And global equity, bond markets and US dollar facing headwinds: Global
financial markets came under pressure after the tariff announcements. The MSCI
World and EM indices fell 5.5% and 4.7%, while US benchmarks saw steeper
declines—Dow Jones by 6.1% and Nasdaq 100 by 6.8%, reflecting concerns over
the impact of tariffs on industrials and technology.® Bond markets also sold off,
with 10-year US Treasury yields spiking 28 bps to 4.48% amid stagflation fears and
hedge fund deleveraging. The US dollar weakened below 100 on fiscal concerns,
while gold surged as investors sought safe-haven assets.

Impact on Indian economy to be muted: Despite rising tariffs and trade tensions,
the impact on the Indian economy is expected to be modest, given Indian exports
to the US accounts for less than 3% of GDP. The temporary pause in tariff
implementation further cushions the near-term effect. A significant global growth
slowdown due to escalating trade frictions could weigh on India’s economic
momentum through weaker external demand. In this context, strengthening
bilateral trade arrangements between India and the US could help safeguard key
export sectors, support supply chain resilience, and mitigate risks stemming from
broader global trade disruptions.

® This conclusion is based on IMF’s study undertaken in the October 2024 edition of the World Economic Outlook. Based on the April 2025 edition, IMF forecasts a

downward revision in global GDP growth by 50bps and 30 bps in 2025 and 2026 respectively.
 The returns’ calculation for MSCI World, EM, Dow Jones and Nasdaq has been computed from April 2" to 16™, 2025.
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Historical and theoretical context on tariffs

Liberation Day or Smoot-Hawley Redux?: On April 2", the Trump administration
introduced sweeping reciprocal tariff rates on 57 countries, which were eventually
paused for a 90-day period and replaced with the overarching 10% import levy. However,
China received markedly harsher treatment, with tariffs escalating sharply to 145%
(including a 20% fentanyl tariff); in retaliation China imposed a steep 125% tariff on US
imports, thereby intensifying the ongoing tit-for-tat tariff war. However, the EU matched
Trump's 90-day pause by suspending its retaliatory tariffs on steel and aluminum
imports, although it explicitly warned of potential countermeasures if negotiations
ultimately fail.

Liberation day tariff announcements strongly echo the Smoot-Hawley Act of 1930 (a
protectionist policy enacted during the early stages of the Great Depression), which raised
tariffs on approximately 20,000 imported goods. The Depression-era measure triggered
devastating retaliatory actions from trading partners, causing US exports to plummet by
64%, global trade to contract by 65%, and farm exports, in particular, to fall by 33%.7
Meanwhile, unemployment surged to 25%, a 17pp increase since 1930.8 Following the
April 8" announcements, current protectionist policies carry the risk of substantial long-
run economic repercussions. Some private institutional estimates suggest these could
lead to a US GDP contraction of about 6%, a 5% decrease in wages, and an average
lifetime financial setback of US$22,000 for middle-income American households, while
also potentially shrinking global GDP by 0.5% annually.®

Furthermore, the WTO estimates a 0.2% contraction in global trade for 2025, falling short
by nearly 3 pp compared to the expected growth in a 'low tariff' baseline scenario.® IMF
estimates US economy to expand at 1.8% in 2025, 90 bps lower than the baseline
projection made in January 2025.%* Moreover, elevated global debt levels (US$250 tn in
2023) severely constrain fiscal policy responses to potential economic shocks.*? Such a
scenario is reminiscent of the prolonged economic damage inflicted by the Smoot-Hawley
tariffs, whose adverse effects persisted until the onset of World War II.

7 Corporate Finance Institute, "Smoot-Hawley Tariff Act - Overview, Legislative History, Impact," accessed April 19, 2025.

8 U.S. Bureau of the Census; Social Science Research Council (1960), Historical Statistics of the United States, Colonial Times to 1957, Washington, DC: Govt. Print.
Office, p. 70

° Penn Wharton Budget Model, "The Economic Effects of President Trump’s Tariffs," April 10, 2025

1 World Trade Organization, Global Trade Outlook — April 2025, accessed April 19, 2025

11 As per IMF World Economic Outlook — April 2025

12 International Monetary Fund, Global Debt Monitor 2024 (Washington, DC: IMF, 2024)
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Figure 22: Long history of the US effective tariff rates (%)
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Source: The Budget Lab, Yale Research.

Figure 23: US Dow Jones Industrial share price index performance during Smooth-Hawley Tariff Act
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Why must the US run deficits? Insights from the Triffin Framework: The theoretical
justification behind the persistent US current account deficit is rooted in the emergence
of a “Triffin world.” In such a world, named after economist Robert Triffin, reserve
currency serves as a form of global money supply, extensively to be used for trade,
investment and reserves. The demand for this reserve currency is driven by global trade
volumes and the savings needs of other economies. The US dollar's status as the global
reserve currency creates sustained international demand for the US dollar and US
Treasuries, artificially strengthening the dollar, consequently widening trade deficits and
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further exacerbating real economic consequences. This currency overvaluation has
significantly impacted manufacturing employment, with estimates suggesting between
0.6 mn and 2 mn jobs lost during 2000-2011, thanks to intense competition from the
Chinese imports. Consequently, the reserve currency status compels the US to maintain
persistent current account deficits to satisfy global demand for US dollars.*3

As US share of global GDP has declined (from 40% in the 1960s to 26% today), these
pressures — the mismatch between the needs of the global financial system and what the
US economy can supply in the form of global liquidity— have only intensified.** These
structural pressures give rise to what is known as the “Triffin dilemma/paradox.” To
sustain global demand for reserve currency, the US must run larger fiscal and current
account deficits relative to the size of its economy, exacerbating currency misalignment
and external imbalances. Over time, these deficits may become unsustainable, posing
risks to the stability and credibility of the US dollar’s reserve status, keeping the global
system locked in this paradox.

Figure 24: US Current Account Balance (as a % of nominal GDP)
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Note: Annual figures are calculated as the average of the current quarterly account balance expressed as a percentage of quarterly nominal GDP.
Source: Bureau of Economic Analysis (BEA), CEIC, NSE EPR.
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13 Stephen Miran, A User’s Guide to Restructuring the Global Trading System (Hudson Bay Capital, November 2024)
14 Visual Capitalist, "Visualizing the U.S. Share of the Global Economy Over Time; and Worldometer, "GDP by Country," accessed April 19, 2025.
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Figure 25: US Manufacturing All Employees
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Source: U.S. Bureau of Labor Statistics, FRED, NSE EPR.
Note: Figures are seasonally adjusted and reflect end-of-period values.

Stylized facts and analysis on the Trump tariff announcements

US tariffs protectionism deepens globally with major focus on China...: The tariff
measures rolled out by the USA under the Trump administration has marked a sharp turn
towards protectionism with implications varying significantly across trading partners.
After initially remaining product-specific (steel, aluminum, autos) and country-specific
(China, Canada and Mexico), the trade actions expanded in scope and intensity with
“reciprocal tariffs” announced on April 2™, 2025. The US imposed a 10% baseline tariff
on imports from all countries with certain countries subject to significantly higher
reciprocal tariffs above the baseline number of 10%. Asian economies were
disproportionately affected with economies like Cambodia (49%), Vietham (46%), Sri
Lanka (44%), Bangladesh (37%), Thailand (36%), Taiwan (32%) and Taiwan (32%),
reflecting US concerns around relatively higher trade deficits. In relative terms, some
other major economies like India (26%), Japan (24%) and the European Union (20%)
have been relatively less affected. Several critical products such as copper,
pharmaceuticals, semiconductors, bullion, energy and electronics (including
smartphones and computers) were exempted at various stages, largely due to their
strategic importance and to mitigate domestic economic disruptions.

However, post the April 2" announcement, the trajectory of trade actions has diverged.
While President Trump opted to pause retaliatory tariffs for a period of 90-days on all
countries except China, tensions with Beijing escalated rapidly. That said, the 10%
baseline tariffs and product specific tariffs continue for all countries. Prior to April 2",
USA tariffs on Chinese goods stood at 20%, was raised to 30% on April 5" and was
additional 34% kicking in after April 9. In response, China imposed a 34% tariff effective
April 4. Over the following days, the US raised its effective tariff on Chinese goods to
104%, which China countered with an 84% tariff by April 9. The confrontation
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culminated in a dramatic escalation on April 9", when the US imposed a steep 145% tariff
on Chinese goods, prompting China to retaliate with a 125% tariff by April 11t The tariff
war has moved forward with US announcing export controls on advanced technologies
while China imposing curbs on rare earth metals and other critical inputs.

Table 13: Timeline of tariff measures

Timeline Event Summary

Feb-01 Trump signs an order imposing tariffs on imports from Canada, Mexico, and China.

Feb-03 Trump delays Mexico and Canada tariffs by one month.

Feb-09 Trump announces 25% duties on steel and aluminum imports.

Feb-10 China imposes 10-15% tariffs on U.S. goods in response.

Feb-13 Trump pledges “fair and reciprocal duties” on all major trade partners.

Mar-04 U.S. enforces 25% tariffs on Canada and Mexico, 10% on China.

Mar-05 Trump grants U.S. automakers a one-month reprieve from Canada and Mexico tariffs.

Mar-06 Trump exempts USMCA-covered products from tariffs.

Mar-07 Trump threatens tariffs on Canadian dairy and lumber.

Mar-10 Canada imposes a 25% surcharge on U.S. electricity.

Mar-11 Trump threatens 50% tariffs on Canadian steel and aluminum; Canada backs down.

U.S. global 25% steel and aluminum tariffs take effect. Canada retaliates with $21 bn in duties.

Mar-12 .
EU and others announce $28 bn in countermeasures.

Mar-13 Trump threatens 200% duties on EU wine and champagne in response to EU targeting U.S. whiskey.

Mar-26 Trump announces 25% tariff on foreign autos and parts, effective April 3.

Mar-27 Trump warns of higher tariffs on EU and Canada if they coordinate retaliation.

Mar-30 Trump threatens tariffs on all countries starting April 2.

Apr-02 Trump imposes a 10% baseline tariff on all imports, higher for some.

Apr-03 Trump’s 25% auto tariffs start.

Apr-05 10% tariffs on selected countries take effect.

Apr-07 Trump threatens 50% more tariffs on China, shows no signs of retreat.

Apr-08 U.S. enacts additional 50% tariff on China.

April 2 remaining tariffs take effect. China, raises its duties on US to 84%.

Apr-09 Trump hikes China’s tariffs to 125%, lowers others back to 10% for 90 days.

Apr-10 U.S. clarifies China duties total 145% with earlier fentanyl-related tariffs.

China retaliated its tariffs on U.S. goods to 125%.

Apr-11 Trump exempts phones and tech, reducing China’s tariff to 20% on select products.

Source: As of News Reports, Information as of April 14.
Color codes: 1) Announcements and implementation by USA, 2) Announcements and implementation by China 3) Announcements and implementation by other
countries 4) Other general statements on threats/warnings

54/348



O NSE Market Pulse

April 2025 | Vol. 7, Issue 4

Figure 26: Announced country-wise reciprocal tariff rates
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Source: White House Press Release, NSE EPR Note: 1) In case of China, the reciprocal tariff rates have increased from 34% initially to 84% to 125% and 145% as on
April 11, 2025 2) The reciprocal tariffs announced on other countries, barring China has been paused for a 90-day period as on April 9, 2025.

The sharp escalation in the trade war between the USA and China holds significant
ramifications for global trade. Together, the USA and China account for nearly one fourth
of global exports and imports, making them key pillars of international trade flows. While
the share of imports for both these countries is similar at around 13% each, China’s share
in global exports at ~17% significantly outpaces that of the US (8%), marking it the
world’s largest exporter of merchandise goods. Any sustained disruption in trade ties via
retaliatory tariff wars between these two economies could reverberate across global
supply chains, dampen investor sentiments, and pose risks to global economic growth,
especially for trade-dependent economies.

Table 14: Timeline of tariff announcements between US and China

Date US on China (all China on US (all
products) products)

Feb-04 10%

Mar-04 20%

Mar-12 20%

Apr-02 20%

Apr-03 20%

Apr-04 34%
Apr-05 30%

Apr-09 104% 84%
Apr-10 145%

Apr-11 125%

Source: Various news reports, NSE EPR Note: 1) Announcements have been recorded till April 17t, 2025 2) US has imposed product specific tariffs globally which
includes 25% on steel and aluminium since March 12" and 25% on auto since April 3. 3) China has imposed product-specific tariffs on US which includes 10% on
crude oil & agriculture machinery, 15% on coal and LNG since February 10" and 10-15% on agriculture products since March 4™, 2025
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Figure 27: Share of China and USA in global exports

——— % share China % share - USA

20
25
18
16
20
14
12
15 17
10
10 8
6
5 4
2
OAIDNOMOOCOANLOAITDNOMOOANLOD ATNOM VAN OMOO N
STOOUOOOVOOONNENNOOOITATCTPTOOOddd NN < OO O O O O O [~~~
[SNJSN¢ e e Nife Nife NI o Nio o o i Nife Nife it e Nito it e Be Ne N o No o No N e [N e e oo NN NF oo le \e e N
AdddddddddddddddddNNNNNNNN Addddd A A A
Source: WTO, NSE EPR

Figure 29: US & China as top trading partners: 2000
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Figure 30: US & China as top trading partners: 2024
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Figure 28: Share of China and USA in global imports

Source: ITC Trade Map, WITS, NSE EPR.

Note: 1) Trade is defined as the sum of exports and imports 2) The shade highlight which of the two countries are the top trading partner for the respective country

Color codes: 1) US as the largest trading partner 2) China as the largest trading partner

... as most countries have witnessed widening trade deficits with the USA...: Over the
decades, the US trade deficit has widened considerably— from an average decadal trade
surplus of US$ 1.7 bn in the 1950s to a deficit of US$ 185 bn in the decade of 1990s and
further expanding almost 6.4x to an average of US$ 1.2 trn during 2020-2024. A key
factor used for calibrating the level of the announced tariffs — which have been
subsequently paused for 90 days— appears to be the magnitude of bilateral trade deficits.
In determining the net tariff adjustment, the administration seems to have used a formula
based on each country’s trade deficit with the USA relative to its imports to the US. After
considering some simplistic assumptions around price elasticity of demand and elasticity
of import prices with respect to tariffs, the formula for computation of tariffs boils down
to dividing the trade deficit with the trading partner by total imports from that country and
then halving the result. For instance, with a bilateral deficit of US$ 49 bn and imports of
US$ 91 bn, the implied tariff on Indian goods was set at 26%.
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Countries with high or accelerating deficits have been penalized more aggressively. For
example, the US trade deficit with Vietnam rose from an average of US$28 bn during
2013-16 to US$115 bn during 2021-24. Similarly, trade deficits with Taiwan, Cambodia,
and Thailand have all expanded by 3.7x/4.4x/2.5x respectively in comparing the average
deficit during 2013-16 to 2021-24. These trends have likely reinforced the
administration’s rationale for stronger trade protection against these economies. In case
of China, the average trade deficit, which had widened from US$ 331 bn during 2013-16
to US$ 357 bn, has tapered off to some extent to US$ 334 bn during 2021-24, aided by
supply chain diversification and tariffs imposed during Trump administration 1.0 regime.
Despite the moderation in trade deficit, albeit remaining elevated and amongst the
highest, the tariffs would have been as high as 64% (i.e 20% + 10% + 34%), before the
commencement of the tariff war between these two economies, spiking the tariff levels
to 145% om China. The countries with whom the US has a trade surplus like Brazil,
Singapore and Australia have also been penalized with a baseline tariff rate of 10%.

In 2000, US trade (exports + imports) totaled approximately US$2 tn — nearly quadruple
the China's export of US$0.5 tn at that time. By 2024, US's total trade reached US$5.4 tn,
while China, having surpassed the US in 2012, now commands a dominant position with
trade volumes of US$6.2 tn in 2024. Over this two-decade-plus period, US trade
expanded by 171% (CAGR: +4.2%) whereas China's trade surged by an extraordinary
1199% (CAGR: +11.3%). This dramatic shift in relative trade volumes mirrors the
changing dynamics in global economic influence, with China's accelerated growth
trajectory fundamentally altering the international trade landscape that had been
dominated by the US.1®

Figure 31: Annual trend in US merchandise exports, imports and trade balance
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Source: WTO, ITC Trade Maps, NSE EPR

* Trade here refers to the sum of imports and exports
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Figure 32: Trade balance of US with major economies
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Source: ITC Trade Map Notes: 1) List of countries: CHN: China, EU: European Union, MEX: Mexico, VIE: Vietnam, CAN: Canada, JAP: Japan, TAIL: Taiwan, SKOR: South
Korea, IND: India, THA: Thailand, MAL: Malaysia, INDO: Indonesia, CAM: Cambodia, SA: South Africa, BANG: Bangladesh, SING: Singapore, BRA: Brazil, AUS: Australia

... with the share of imports from beyond top five importers also increasing: Over the
last two decades, while the total value of US imports has nearly doubled—from US$1.7 tn
in 2005 to over US$3.3 tn in 2024—the composition of import sources has undergone a
notable shift. The share of the top 10 trading partners has remained broadly stable at
around 80% since 2015, indicating continued dependence on a concentrated group of
economies.® However, within this group, the top five partners’ share has gradually
declined—from a peak of 70% in 2015 to 64.6% in 2024. This decline largely reflects the
falling share of imports from China (including Hong Kong and Macao) from 20.4% in 2014
to 14% in 2024 and Japan from 5.7% in 2014 to 4.5% in 2024, even as countries like
Mexico, Vietnam, South Korea, Taiwan, India, and Thailand have steadily gained ground.

Interestingly, this realignment coincides with a marked rise in Chinese exports to several
of these emerging trade partners. For instance, the share of Chinese exports to Mexico,
Vietnam, Malaysia, Taiwan and Thailand has risen significantly between 2014 and 2024.
This suggests that while the direct share of China in US imports has fallen, some of this
trade may be rerouted through other Asian economies that are increasingly integrated
with Chinese supply chains. Data shows that there has been a simultaneous increase in
the share of US imports from these countries from 19.5% in 2014 to 29% in 2024 along
with rise in Chinese exports to these countries from 9% to 13.7% during the same period.

As a result, the US trade deficit with several of these countries has widened, even as the
bilateral deficit with China has moderated.

¢ The top 10 trading partners have been decided based on the total imports as of 2024 and the list in descending order is as follows: European Union (27), Mexico,
China (including Hong Kong and Macao), Canada, Japan, Vietnam, South Korea, Taiwan, India and Thailand
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Figure 33: Trends in total merchandise US imports Table 15: Trends in share of US imports from major
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Source: ITC Trade Map, NSE EPR; Notes: 1) Top 10 import partners include European Union (EU-27), Mexico (MEX), China (including Hong Kong and Macao), Canada
(CAN), Japan (JAP), Vietnam (VIE), South Korea(KOR), Taiwan (TAI), India (IND) and Thailand (THA) 2) Top 5 and 10% denotes the share of the top 5 and top 10 trading
partners from where the US imports with the list of top trading partners decided based on the imports in 2024.

Table 16: Trends in share of Chinese exports to some of key partners of USA (%)

0.9 1.3

Mexico 0.6

Thailand 1.0 1.1 1.5 1.8
Malaysia 1.2 1.4 1.8 1.9
Viet Nam 0.7 1.3 2.5 3.6
Taiwan 2.2 1.7 2.0 2.2 2.1
Subtotal 5.8 6.4 9.0 11.2 13.7

Source: ITC Trade Map, NSE EPR.

Pause in reciprocal tariffs allows opportunity for recalibration: The recent pause in US
reciprocal tariff actions—excluding China, Mexico, and Canada—offers a window for
negotiation.'” Several Asian economies, particularly Vietnam (~21% of GDP), Cambodia
(18.9%) Taiwan (14.4%), Thailand (10.4%), and Malaysia (9.9%), stand to benefit from
this pause, given their growing integration into US supply chains and significant export
exposure to the US. Notwithstanding the relatively low exposure as measured by India’s
exports to USA (as a % of GDP), India is well-positioned to benefit from the tariff pause
given that US is its largest export destination with a share of 18.3% of total exports from
India. That said, the elevated export dependence of these Asian economies along with
the US neighbors (Mexico and Canada) warrant caution. Any resurgence in trade tensions
or tariff escalation could materially impact their economies.

On an encouraging note, several countries are currently engaged in bilateral trade
negotiations with the USA and may help limit the downside risks to global trade and
economic growth. For instance, Vietnam has signaled its intention to eliminate tariffs on
US exports over time while India has informed to cut tariffs on more than half of US
imports totaling US$ 23 bn, as part of the initial deal.

17 The pause in reciprocal tariffs is for a period of 90 days but US continues to charge tariffs at a baseline rate of 10% on all countries with specific products like steel,
aluminium and autos being charged a higher tariff rate of 25%
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Table 17: Country-wise summary of various merchandise trade and economic indicators

Exports to US Rank
Exports (as US (% of in
% of GDP) total country's
_export

Imports Trade balance
(% of with USA
total) (US$ bn)

Exports to
UsS (US$
bn)

GDP (US$
bn)

Reciprocal Imports (US$
tariff (%) bn)

Mexico*
China (incl Hong Kong and

Macao) 145

Canada* e R ags 426 .72 2915 [a43s0 . 202 DEBENN T
Japan oa 4B Ay e 1414 BeaEe 20 1
Vietnam 46

South Korea 25

Taiwan 32

India 26

Thailand 36

Malaysia 4 54 16 26

Singapore SRR Y00 e
Brazil o I -, cc N
Indonesia e Baeraaasavess”

Australia o I . —
Cambodia 2o I - B .o,
South Africa L T T os s gy

Source: White House Press Release, ITC Trade Maps, IMF WEO, NSE EPR Notes: 1) Imports to USA, Imports (% of total imports), Trade balance with USA, GDP pertain
to 2024 2) Export and GDP data of Mexico, Canada, Macao and Brazil pertains to 2023 while for all other countries pertain to 2024 3) * The tariffs on Canada and Mexico
are subject to 25% tariffs on goods that don’t comply with the US-Mexico-Canada agreement or USMCA as well as 25% tariffs on steel, aluminium and autos. These
countries are not subject to the 10% baseline tariffs imposed on all countries since April 5" onwards. 4) Asian economies have been highlighted for reference

Product-wise tariff profile highlights asymmetry between US and India: A significant
portion of US imports from India — 71% by value — falls under tariff lines with zero duty,
covering 48 HS2 product categories. In contrast, only 1% of India’s imports from the U.S.
enjoy duty-free access, spread across just 2 product categories. Furthermore, nearly 90%
of India's imports from the US fall within the 0-10% tariff range, while a relatively smaller
share of US imports from India (22%) faces similar low tariff rates. This suggests that the
US offers a significantly more liberal tariff regime to Indian exports than India does to US
goods. The asymmetry underscores the relatively higher tariff protection maintained by
India. The result shown below draws parallel to the result from a recent EPW paper by
Sahoo et al. (2025) on Implications of US’s Trade Policy on India — Minimizing Damage
and Maximizing Opportunities.'®

8 Sahoo, P., Bishnoi, A., Parashar, M., & Rao, K. (2025, April). Implications of US’s trade policy on India: Minimising damage and maximising opportunities. Economic
and Political Weekly, 60(15).
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Table 18: India v/s USA tariff comparison: product-level for 2023

India’s import from US USA’s imports from India

Tariff range Number of HS2 code Import share % Number of HS2 code Import share %

products products
0 2 1 48 71
Nil - 5% 9 42 33 17
5-10% 46 45 8 5
10 -20% 17 7 6
20%-30% 8 0 1 0
30-40% 8 2
40-80% 4 1
80-120% 3 1

Source: ITC Trade Maps, NSE EPR.

Table 19: Product-wise list of the highest tariff rates
India’s imports
Product from USA
(US$ ‘000)

Product Import India tariffs rate US tariff rate

share (%) on US(%) on India (%)

code

Vehicles other than railway or tramway rolling stock,

87 and parts and accessories thereof 571,057 1.4 76 3
22 Beverages, spirits and vinegar 186,309 0.4 120

21 Miscellaneous edible preparations 32,046 0.1 87 7
17 Sugars and sugar confectionery 20,446 0.0 66 12
10 Cereals 1,255 0.0 45 1
09 Coffee, tea, maté and spices 392 0.0 93 0
16 Preparations of meat, fish, crustaceans, molluscs or 347 0.0 49 5

other aquatic invertebrates
Source: ITC Trade Maps, NSE EPR Note: 1) Data here pertains to 2023.

Additionally, analysis of the US import composition across select product categories
where India holds dominant share reveals that top 10 such products collectively account
for less than 4% of the total US imports. India accounts for 36% of US imports of "Other
vegetable fibers & paper yarn" and 35% in "Textile floor coverings," highlighting strong
footholds in specific traditional and value-added textile segments. These are areas where
India is already performing well and can further consolidate and expand its position
through focused trade facilitation, branding, and quality enhancement. On the contrary,
India has limited presence in several of the top US import categories (i.e top-10 HS2
category account for 70% of total US imports) indicating untapped potential. For instance,
in machinery and appliances (15.8% of US imports), India’s share stands at just 1%, far
behind major suppliers like Mexico (20%) and China (16%). Similarly, in electronics and
equipments, India accounts for only 3% as against China at 26%. India’s stronger
presence is visible in pharmaceuticals, where it holds a 6% share, second only to the
European Union, reaffirming the competitive edge in this segment.
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Table 20: Top 10 US imports by major trading partners (%)

Product Name

Import
Share

CHN

CAN

JP
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Machinery & appliances 15.8 20% 16% 6% 7% 5% 5% 11% 1% 2% 17%
Electronics & equipment’s 14.5 18% 26% 2% 4% 9% 4% 7% 3% 8%
Vehicles (non-rail) & parts 11.7 12% 16%
Mineral fuels & oils 7.5 2% 5%
Pharmaceuticals 6.3 4% 3% 2% -
Miscellaneous commodities 3.8 9% 9% 15% 3% 2% 2% 2% 1% 5% 29%
Optical, precision instrument 3.7 18% 10% 4% 6% 1% 2% 2% 3% 30%
Precious stones & metals 2.7 7% 2% 11% _ 1% 1% 11%
Plastics & plastic products 2.3 11% 28% 18% 3% 5% 6% 4% 2% 1% 13%
Furniture & bedding 2.2 18%  29% 8% ! 21% ! 2% | 2% 1% 8%

Source: ITC Trade Map, NSE EPR, Note: The import share (%) represents US value.

Product Name

Table 2134: Top 10 US imports from India by product category (%)

Other vegetable fibers 0.0 8% 31%
Textile floor coverings 0.1 3% 5%
Lac, resins & plant extracts 0.1 4% 31%
Straw & plaited goods 0.0 7% 2%
Silk 0.0 2% 23%
Used/worn textiles etc 0.5 7% 3%
Man-made textile filaments 0.1 5% 14% 8% 15%
Cotton 0.0 7% 7% 2% 12%
Precious stones & metals 2.7 7% 2% 11% 11%
Cereals 0.1 1% 2% 39% 5%

Source: ITC Trade Map, NSE EPR. Note: The import share (%) represents US value.

Impact of the tariffs on the Global and Indian economy and markets

Lingering tariff uncertainty paves way for downward revisions in outlook: The impact
of rising tariffs and growing trade policy uncertainty is expected to significantly weigh
global growth and trade prospects in the coming years. IMF scenario analysis suggests
that a policy environment featuring a 10% across-the-board US tariff, reciprocal tariffs by
China and the Euro Area to the extent of 10%, sustained trade uncertainty and additional
assumptions around migration, tightening financial conditions and US taxation policies
could reduce global GDP by 0.8 pp in 2025 and 1.2 pp in 2026. The spillover effects are
expected to be broad-based, with estimated GDP losses in 2025/2026 of 1.0/1.6 pp for
the US, 1.1/1.6 pp for China, and 0.9/1.6 pp for the Euro Area. Even in a more limited
scenario, tariffs and uncertainty are projected to shave 0.6 pp off US GDP growth and 0.3
pp off global growth in 2025, rising to 1.0 and 0.5 pp, respectively, in 2026. Another
scenario analysis done by the IMF in its April 2025 WEO has been covered under the
Global section of Macroeconomy, titled Global macro snippets: Highlights of the IMF’s
WEO April 2025.
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According to the WTQO’s latest Global Trade Outlook and Statistics,* the volume of world
merchandise trade is projected to decline by 0.2% in 2025 under current conditions and
tariff situation as of April 14™, almost three percentage points below the baseline
forecast. In a more adverse scenario involving reciprocal tariffs and increased policy
uncertainty, the contraction could deepen to 1.5%. This shift marks a reversal from 2024,
when global merchandise trade grew by 2.9%, exceeding global GDP growth (2.8%) for
the first time since 2017 (excluding post-pandemic rebound years). Regionally, the
impact on merchandise trade is likely to be uneven. North America is expected to register
a sharp decline in both merchandise exports (-12.5%) and imports (-9.6%) in 2025, with
the region alone reducing global trade growth by 1.7 pp. Asia and Europe are projected to
maintain modest growth under current conditions, albeit well below potential and with
Asia’s export and import growth projections almost halving from the baseline level.
Services trade, while not directly subject to tariffs, is also expected to face adverse
spillovers. After robust growth in 2023 and 2024 (6.8% each year), services exports are
forecast to decelerate to 4.0%/4.1% in 2025/26, lower than the baseline forecast of
5.1%/4.8% respectively.

Figure 35: Trends in real GDP growth across major economies
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Source: IMF WEO, NSE EPR.

19 WTO Report titled “Temporary tariff pause mitigates trade contraction, but strong downside risks persist” dated April 16™, 2025
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Figure 36: Impact of tariffs, trade policy uncertainty and other factors on real GDP growth
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Source: IMF WEO (October 2024), NSE EPR Notes: 1) Tariffs denotes the imposition of 10% tariffs on trade flows by USA, Euro Area and China among the three regions
and 10% universal tariffs imposed on trade flows between USA and the rest of the world in both directions. 2) Trade policy denotes the uncertainty over future trade
policies and adversely affected investment 3) Total denotes the impact of tariffs, trade policy uncertainty, lower migration flows to USA and Europe, tightening global
financial conditions and renewal of favorable taxations provisions for the US businesses which are due to expire in 2025.

Figure 37: Trends in world merchandise and services trade growth during 2023-26
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Figure 38: Region-wise export growth outlook
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...with inflationary pressures signaling a period of stagflation: Tariffs have contributed
to inflationary pressures in the US, both historically and in current projections. The March
2025 FOMC Summary of Economic Projections revised headline inflation for 2025 upward
to 2.7% from 2.5% in December, partly reflecting trade policy risks. The imposition of
tariffs under Trump’s first trade policy wave in 2018 coincided with a moderate but visible
uptick in US inflation. Headline inflation rose from 1.76% in January to 2.34% by July
2018, before easing to 1.86% in December. Core inflation also saw a steady rise from
1.63% in January to just under 2.04% by year-end. A study by the Federal Reserve Bank
of Boston computed that the 2018 tariffs accounted for 0.1 — 0.2 pp increase in core PCE
inflation, holding the rest of the economy constant. In the current scenario, the estimate
from the same report shows that tariffs of 25% on Canada and Mexico and 10% on China
could add 0.5-0.8 pp to core inflation (excludes food and energy), while a more extreme
scenario—60% on China and 10% on the rest of the world—could push core inflation
higher by 1.4-2.2 pp.2° The combination of these price pressures accompanied by
slowdown in growth or weakening demand could push the US economy into a brief period
of stagflation.

2026

Africa

20 Barbiero, Omar, and Hillary Stein. 2025. “The Impact of Tariffs on Inflation.” Federal Reserve Bank of Boston Current Policy Perspectives 25-2.
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Figure 40: Monthly trends in headline and core PCE US inflation — seasonally adjusted
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Source: US Bureau of Economic Analysis via FRED Notes: 1) PCE stands for Personal Consumption Expenditure.

...with the Indian economy also bearing a meagre cost on growth: Despite tariff
escalation and trade tensions, the impact on the Indian economy is expected to be
modest, based on baseline assumptions. Under Scenario 1, drawing on references from
two studies, India's export price elasticity is estimated between 0.5 and 0.9, indicating
moderate sensitivity to price changes.?* 22 Assuming a 26% reciprocal tariff on India’s
non-petroleum, non-pharma, and non-electronics exports to the US, potential export
losses are estimated at US$6.8—-12.3 bn, translating into a GDP growth reduction of ~ 16—
29bps. Reflecting these risks, the RBI's MPC in the April meeting slashed FY26 GDP
growth forecast by 20 bps to 6.5%. Under Scenario 2, using the IMF’s estimated global
GDP loss of 0.8pp and RBI’s assessment that every 50bps fall in global growth reduces
India’s growth by 15-20 bps, the implied impact on India’s GDP growth would be drop of
24-32 bps. These findings reinforce that India's macro fundamentals remain resilient
and its vulnerability to tariff-related shocks is relatively limited

Table 41: Impact of tariffs on the Indian economy

Particulars Scenario 1

Annual merchandise exports to the USA in FY24 (US$ mn) 77,526
Petroleum, pharma and electronics exports to USA (US$ mn) 25,040
Tariffs on the balance exports (US$ mn) 52,485
Reciprocal tariffs (%) 26%
Price Elasticity (assumed) 0.5-0.9
Exports lower by (US$ bn) 6.8-12.3
% fall of India's GDP growth (bps) 16-29

Scenario 2
Impact of 10% tariff on global growth (as per IMF) 0.8
RBI estimates of impact of 50 bps fall in global growth on Indian economy (bps) 15-20
% fall of India's GDP growth (bps) 24-32

Source: IMF WEO, NSE EPR, CMIE Economic Outlook, RBI Monetary Policy Review (April 2019), Raissi, M., & Tulin, V. (2015). Price and income elasticity of Indian
exports: The role of supply-side bottlenecks (IMF Working Paper No. 15/161). International Monetary Fund, Sinha D., 2001, “A Note on Trade Elasticities in Asian
Countries,” The International Trade Journal, Vol. 15:2, pp. 221-237

2 Sinha D., 2001, “A Note on Trade Elasticities in Asian Countries,” The International Trade Journal, Vol. 15:2, pp. 221-237

22 Raissi, M., & Tulin, V. (2015). Price and income elasticityo Indian exports: The role o, supply-side bottlenecks (IMF Workin Paper No. 15/161). International Monetary
g
Fund.

23 RBI Monetary Policy Review: April 2019
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Equity market performance has been underwhelming...: The announcement of tariffs
by former President Donald Trump on April 2™, 2025, has triggered a broad sell-off in
global equity markets, with varying intensity across indices. The data, captured up to April
16™, reveals that while most indices registered notable declines, some have yet to
recover to the levels seen just before the announcement.

The MSCI World Index is down 5.5% since the announcement, reflecting a risk-off
sentiment in developed markets. The MSCI Emerging Markets Index has fallen by 4.7%,
indicating that while emerging markets are not insulated, the sharper correction has been
observed in developed economies, particularly the US. The Dow Jones Industrial Average
and the Nasdaqg 100 have declined by 6.1% and 6.8%, respectively. Both indices remain
below their April 1%t levels, underscoring investor concerns around the impact of tariffs on
industrials and tech-heavy companies with significant exposure to global supply chains.
While the pause in tariff implementation and temporary exemptions on imports of
electronics have offered a brief respite, broader concerns around the evolving US-China
tariff wars and its concomitant implications on US growth and inflation are stalling the
recovery. By contrast, India's Nifty 50 has shown resilience, posting a modest +0.4% gain
since the liberation day announcement. Its limited reliance on exports to the US, the
muted impact on India’s GDP growth and the monetary policy response of 25bps rate cut
to support growth, may have shielded it from the immediate fallout of rising trade
tensions.

Figure 42: Performance of key equity market indices (Since April 1%, 2025 - Rebased to 100)
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Source: LSEG Workspace, NSE EPR
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Figure 43: Returns of key equity market indices and gold
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...with a sell-off seen in the safe-haven US Treasuries as well: US treasury yields
witnessed a sharp spike following the announcement with the 10-year treasury yields
falling slightly below the 4%-mark, but rising subsequently to 4.48% as of April 11™,
marking a 28bps gain since the initial tariff announcement on April 2". The sell-off in the
safe-haven US Treasuries reflected market fears that escalating trade tensions could fuel
inflation while dragging down growth—the classic stagflation scenario. One technical
factor exacerbating the spike was the unwinding of “basis trades” by leveraged hedge
funds. As yields rose rapidly, margin calls kicked in, prompting forced selling and pushing
yields higher in a short span.?* This increase in yields significantly raises borrowing costs
for the US government's substantial debt (currently standing at US$36.2 tn), potentially
necessitating Fed intervention if market volatility persists.?®

Figure 44: US short-term and long-term yields
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Source: Federal Reserve Board, CEIC, NSE EPR. Note: 1) The data has been sourced till April 15", 2025

24 Basis trades is a type of trade which exploit small price gaps between Treasury bonds and their futures. Hedge funds go long bonds and short futures, using leverage
to profit as prices converge.
25 U.S. Department of the Treasury, Bureau of the Fiscal Service, Fiscal Data, accessed April 19, 2025.
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...Gold prices surge while US dollar index weakens to below 100: Since early March,
the US dollar has weakened noticeably, with the Dollar Index falling from over 106 to
below 100 by mid-April. Traditionally, a sharp fall in the equity markets—as seen post the
liberation day tariff announcement—prompts investors to rush into US Treasuries and the
US dollar as safe havens. Unlike past episodes of equity market stress where capital
flowed into the US dollar, this time saw investors turning away from it—reflecting
deepening concerns about the US fiscal credibility, risks of stagflation in the US economy
and a broader assessment of the dollar’s reliability as a global reserve currency. In
contrast, gold prices have surged, highlighting their appeal as a store of value in times of
uncertainty. The sharp divergence between the two underscores a classic inverse
relationship and suggests that investors are increasingly seeking stability outside of the
dollar.

Figure 45: Trends in the US dollar Index and Gold prices (US$)
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Macroeconomy

India remains a bright spot; more rate cuts likely as growth outlook trimmed

FY25 has been a year of heightened global uncertainty, marked by persistent geopolitical tensions, realignments in
policy priorities, and ongoing financial market adjustments. The global economy, while enduring multiple headwinds
and showing signs of stabilization, now faces an emerging tariff shock with an uncertain trade policy expected to have
a deleterious impact on global growth. The IMF’s April 2025 World Economic Outlook — released on April 22M —
revised global GDP growth downward by 50 bps to 2.8% for 2025, citing sharp downgrades for the US (-90 bps) and
China (-60 bps).?¢ India’s growth projections were also revised lower by 30 bps and 20 bps for FY26 and FY27,
respectively, to 6.2% and 6.3%.

Despite these global headwinds, India continues to stand out as the fastest-growing major economy. While growth
forecasts by various institutions have been trimmed—RBI to 6.5% (down 20 bps), World Bank to 6.3% (down 40 bps),
OECD to 6.4% (down 50 bps)—several macro indicators suggest resilience. Headline retail inflation has declined to a
67-month low of 3.3% in March, with FY25 average inflation falling to a six-year low of 4.6%. The external sector
remains stable with a Q3-FY25 CAD of 1.1% of GDP and net services exports touching a record high of US$189 bn in
FY25. Fiscal consolidation remains on track with the fiscal deficit at 85.8% of the FY25RE and likely to undershoot the
target of 4.8% of GDP. PMI Manufacturing reached an eight-month high in March, E-way bills, toll collections, and
wholesale auto sales continued to post double-digit growth, and capacity utilization rose to 75.4% in Q3-FY25. RBI’s
consumer confidence surveys, including rural segments, showed a strong current sentiment and optimistic outlook.
Forex reserves have risen to US$665 bn as of end-March, pushing the import cover ratio to a five-month high.?” Against
this backdrop of moderating inflation and intensifying downside risks to domestic growth, the case for further monetary
easing is gaining ground. The RBI has already cut policy rates twice by 25bps each and shifted its stance to
“accommodative”. The RBI's MPC minutes released on April 23™ paints a dovish tone with the members tilting in favor
of bolstering consumption and investment as benign inflation has provided a window for policy actions. A favorable
monsoon outlook from IMD — projecting above-normal rainfall at 205% of the long period average — further supports
the kharif crop outlook, reinforcing a disinflationary bias and bolstering the case for additional rate cuts in FY26.

e IIP growth decelerates to six-month low in February: Index of Industrial
Production (IIP) grew by 4.1% during 11MFY25, down from 6% in the same period
last year, reflecting a broad-based slowdown. February IIP growth eased to a six-
month low of 2.9% YoY, dragged by manufacturing and mining. Notably, 9 of 23
manufacturing sub-industries exhibited YoY contraction. Use-based segments also
showed widespread deceleration, with consumer non-durables recording YoY de-
growth for the third consecutive month. Core sector growth rose slightly to 3.8% in
March, aided by steel, cement, and electricity. However, overall growth number
was capped as crude oil experienced negative growth for the third straight month,
while growth in natural gas fell to a 58-month low, witnessing negative growth for
ninth consecutive month. FY25 saw the weakest core performance since FY21.
However, PMI indicators remained strong, with manufacturing PMI at an eight-
month high of 58.1 while services PMI was marginally lower, albeit in expansion
mode, at 58.5.

e Retailinflation averages 4.6% in FY25; at a six-year low: Headline retail inflation
eased to a 67-month low of 3.3% in March 2025, with FY25 average inflation falling
to a six-year low of 4.6%—below the RBI’s projection and within the target for the
second year in a row. The softening of inflation in FY25 has been broad-based —

26 The revision in the respective growth outlook by the IMF is in comparison to the baseline projections in the January 2025 WEO
27 The foreign exchange reserves as of April 11th, 2025 were marginally higher at US$ 677 bn
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core inflation at a multi-year low of 3.6%, deflation in fuel & power and moderation
in food inflation. Wholesale inflation reversed from deflation in FY24 to muted
growth of 2.2% in FY25. Notwithstanding lingering global uncertainty and summer
price spikes, favorable outlook on monsoon, better crop production prospects,
muted input cost pass through is likely to support inflation durably in FY26.

e Fiscal consolidation underway with GFD at ~86% of FY25RE: Union
government’s fiscal deficit contracted 10.3% YoY to Rs 13.5 lakh crore during
11MFY25, accounting for 85.8% of FY25RE. Fiscal consolidation remains on track
and the current position coupled with upward revision in the nominal GDP (as per
SAE) positions the Government to potentially undershoot the 4.8% of GDP target.
Robust revenue collections, led by personal income tax, GST, and customs duties,
supported the fiscal position, along with strong dividend receipts, especially from
PSBs. However, sluggish corporate tax growth and higher state devolution capped
some gains. While revenue expenditure utilization remained steady, capital
expenditure utilisation has been lower than last year, hindered primarily by
prolonged monsoons and elections.

e Overall trade balance widens in FY25; net services provide support: India’s
merchandise trade deficit widened sharply to US$21.5 bn in March, driven by a
surge in imports (+25% MoM), particularly crude oil (10M high) and gold. While
exports rose 14% MoM, YoY growth was muted at 0.6% in March. For FY25, the
merchandise trade deficit rose to a record US$283 bn (vs. US$241 bn in FY24), led
by higher net oil trade balance (US$122 bn) and higher gold imports. Merchandise
exports remained flat at ~US$437 bn, with record non-oil exports partially
counterbalanced by lower oil exports. Meanwhile, services exports remained
robust, and net services balance scaled a record high of US$189 bn. Overall
exports (goods and services) crossed US$800 bn for the first time, reaching
US$824 bn in FY25—up 6% YoY, partially offsetting the merchandise trade gap.
Overall BOP in Q3-FY25 turned negative for the first time since Q2-FY23 as high
capital account outflows outweighed the moderation in CAD. Sustained FPI
outflows and muted FDI flows are likely to weigh on the capital account in Q4 while
the foreign exchange reserves of US$ 677 bn as of April 11, will provide the
necessary cushion.

e Bank credit growth outpaced deposit growth in 11 months during FY25: Bank
credit growth moderated to 11% YoY in February 2025, down from 20.5% a year
ago, reflecting broad-based deceleration across agriculture, industry, services, and
personal loans. Industrial credit growth slowed to 7.2% YoY, with muted growth of
5.2% YoY in large industries offset by strong growth in credit to medium
enterprises. In personal loans, credit card growth decelerated, while loans against
gold surged 87.4% YoY amid high gold prices. As of April 4™, 2025, outstanding
bank credit growth remained steady at 11% YoY, outpacing deposit growth of
10.1% YoY, partially weighing on banking system liquidity. To supplement funding,
banks have relied on Certificate of Deposits (CDs) outstanding has scaled record
level of Rs 5.3 lakh crore as of end-March 2025.
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IIP growth falls to six-month low in Feb; core sector growth higher in March

IIP expanded by 4.1% during 11MFY25, lower than 6% growth in the corresponding period last year, thanks to a
broad-based deceleration across sectors. IIP growth in February decelerated to a six-month low of 2.9% YoY, led by
muted growth in manufacturing (2.9% YoY; six-month low) and mining (1.6% YoY; four-month low). 9 out of 23 sub-
industries accounting for one-fifth of manufacturing index of IIP, exhibited negative growth in February. The use-
based classification indicated a broad-based moderation in February 2025, with all segments witnessing a loss of
momentum. The growth of primary and consumer goods—which together account for 62.2% of the used based
classification—slowed sharply during the month. Within consumer goods, non-durables growth recorded contraction
for the third consecutive month. Core sector growth, a key leading indicator for IIP, improved slightly to 3.8% YoY in
March 2025 (from 3.4% YoY in February), supported by higher growth in steel, cement, and electricity. However,
growth in crude oil production was negative for the third straight month, while growth in natural gas dropped to a 58-
month low of -12.7% YoY. On an annual basis, FY25 marked the weakest core sector performance since FY21, with
broad-based contraction evident across all major components.

On a more positive note, manufacturing PMI rose to an eight-month high of 58.1 in March 2025, pointing to potential
short-term recovery driven by resilient domestic demand. However, export growth stayed muted amid persistent
global uncertainties. The composite PMI also increased to a seven-month high of 59.5, buoyed by strength in
manufacturing, despite a marginal decline in services PMI.

e IIP growth falls to a six-month low: In February 2025, IIP growth eased to a six-
month low of 2.9% YoY, driven largely by softening in mining and manufacturing.
Mining output growth slowed to a four-month low of 1.6% YoY, likely reflecting
subdued commodity demand and operational bottlenecks while manufacturing
growth witnessed a broad-based deceleration to a six-month low of 2.9% YoY. Of
the 23 industry groups, 11 industries (34.3% share) recorded growth below the
overall manufacturing average, of which nine industries exhibited negative growth,
underscoring the depth of the moderation. Use-based classification depicts
negative growth in consumer non-durables and sharp deceleration in primary
goods and consumer durable growth being partly counter-balanced by robust
growth in capital goods. Consumer non-durables growth remained in contraction
for third consecutive month, declining further to 2.1% YoY (vs. -0.3% YoY in
February), signaling ongoing challenges in rural consumption. Moreover, consumer
durables growth slipped to a fifteen-month low of 3.8% YoY in Feb’25, reflecting
subdued urban demand and high-base effect. So far, this fiscal, the IIP growth
stood at 4.1% (vs. 6% in FY24TD), with a broad-based growth deceleration across
economic sectors.

e  Core sector growth softens in FY25TD amid energy headwinds: Notwithstanding
a high base, core sector output grew by 3.8% YoY in March 2025, higher than 3.4%
YoY growth in February as robust growth in cement, fertilizers and electricity was
partially offset by contractions in natural gas and crude oil. Steel production growth
accelerated to a three-month high of 7.1% YoY in March indicating increased
demand from construction and auto sectors. Cement production expanded by
11.6% YoY in March reflecting buoyant construction activity and healthy capex.
Electricity production rose to an eight-month high, possibly driven by increased
household demand with the onset of summer. On the other hand, natural gas
growth has been in negative for nine consecutive months, falling to a 58-month low
of -12.7% YoY, while crude oil growth remained in the contraction zone for the third
consecutive month, indicating continued weakness in the upstream energy sector.
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Moreover, refinery production growth slipped to a seven-month low of 0.2% YoY.
Fertilizer production growth decelerated marginally, albeit remained healthy at
8.8% YoV, primarily due to a low base effect.

. Core sector growth in FY25 falls to the lowest since FY21: In FY25, core sector
growth decelerated to 4.4%, the lowest since FY21, weighed down by a broad-
based growth deceleration across sectors in addition to negative growth in crude
oil and natural gas. Core sector growth in FY25 has been in line with the average of
4.3% seen during the five-year pre-pandemic (FY15-FY19) and has been easing for
three consecutive years. There has been a notable contraction in crude oil (-2.2%),
which consistently remained in contraction over the years, except for a brief
expansion in FY24. Despite a relatively higher base in the steel and cement sector,
the growth in FY25 remains healthy, aided by strong construction demand.

¢  PMI manufacturing registered highest growth in the 8 months in March 2025:
After slipping to a 14-month low in February, India’s manufacturing PMI
rebounded sharply to an eight-month high of 58.1 in March 2025. This growth was
primarily driven by robust domestic demand, as indicated by the increase in new
orders and output. However, export orders grew at a slower pace, reflecting weaker
global demand. In contrast, the services sector experienced a slight deceleration,
with the India Services PMI slipping to 58.5 in March from 59.0 in February. This
decline was attributed to softer domestic and international demand, as foreign
orders increased at the slowest rate in 15 months. Despite this, the composite PMI
rose to a seven-month high of 59.5, supported by strong manufacturing
performance.

Table 22: India industrial production for February 2025 (%YoY)
%YoY Weight (%)  Feb-25 Jan-25

IIP 2.9 5.2 5.6 4.1 6.0

Sector- Mining 14.4 1.6 4.4 8.1 3.2 8.2

based Manufacturing 77.6 2.9 5.8 4.9 4.1 5.5
indices ..

Electricity 8.0 3.6 2.4 7.6 5.0 6.9

Primary Goods 34 2.8 5.5 5.9 3.9 6.4

Capital Goods 8.2 8.2 10.3 1.7 5.9 6.2

Intermediate Goods 17.2 1.5 5.3 8.6 4.3 5.2

gf)i'(iased Infra/Construction Goods 12.3 6.6 7.4 8.3 6.3 10.0

Consumer Goods 28.2 0.3 2.5 2.6 2.3 3.6

Consumer Durables 12.8 3.8 7.2 12.6 8.1 3.0

Consumer non-durables 15.3 2.1) (0.3) (3.2) 1.4) 4.0

Source: CMIE Economic Outlook, NSE EPR.

73/348



QO NSE

Market Pulse

April 2025 | Vol. 7, Issue 4

Figure 46: Sub-industries wise break of manufacturing IIP — February 2025
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Table 23: Annual trend of Core sector

Core Sector Crude Oil NaturalGas  Refinery Fertilizers Cement Electricity
FY13 3.8 3.2 (0.6) 7.2 (3.3) 7.9 7.5 4.0
FY14 2.6 1.0 (0.2) 1.3 1.4 7.3 3.7 6.1
FY15 4.9 8.1 (0.8) (5.2) 0.2 1.3 5.2 5.9 14.8
FY16 3.0 4.8 (1.4) (4.8) 4.9 6.9 1.3) 4.6 5.7
FY17 4.7 3.1 (2.6) (1.0) 4.9 0.3 10.7 1.2) 5.9
FY18 4.3 2.6 (0.8) 2.9 4.6 = 5.6 6.3 5.3
FY19 4.4 7.4 (4.2) 0.9 3.1 0.4 5.1 18,3 5.2
FY20 0.4 (0.4) (5.9) (5.7) 0.2 2.6 3.3 (0.9) 0.9
FY21 (6.5) (1.9) (5.2) (8.1) 1.7 (8.7) (0.4)
FY22 10.5 8.5 (2.6) 8.9 0.6 16.9 7.9
FY23 7.8 14.9 (1.8) 1.5 4.9 11.3 9.3 8.7 8.9
FY24 7.6 11.7 0.7 6.1 3.6 3.8 12.5 8.9 7.1
FY25 4.4 5.1 (2.2) (1.2) 2.8 2.9 6.7 6.3 5.1

Source: CMIE Economic Outlook, NSE EPR.
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Figure 47: India industrial production (3MMA)
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Figure 48: India industrial production use-based goods (3MMA)
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Figure 49: Long-term industrial production trend (12MMA)
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Figure 50: Monthly trends in Eight core industries and IIP growth (% YoY)
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Figure 51: Manufacturing PMI across countries
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Figure 52: India’s Manufacturing and Services PMI monthly trend
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Retail inflation eased further in March; at a six-year low in FY25

Headline retail inflation eased further to a 67-month low of 3.3% in March’2025, ending the fiscal with an average
inflation at a six-year low of 4.6% in FY25 (vs. 5.4% in FY24), remaining within the target range for the second
consecutive year and below the RBI’s projection of 4.8% for the fiscal. The progress on disinflation is underway with
food inflation moderating to a 40-month low of 2.9% YoY in March, thanks to better mandi arrivals leading to deflation
in vegetables. For FY25, there has been a broad-based moderation in inflation with core inflation declining to its lowest
level of 3.6%, softening of food inflation, albeit remaining elevated coupled with deflation in fuel & power. That said,
the surge in gold and silver inflation of 24.7% and 22.5% in FY25 has weighed on the inflation in the miscellaneous
component. Rural (5.1%) and urban (4.1%) inflation have softened to six/five year low respectively in FY25, with the
easing in the latter outpacing the former. Wholesale price inflation moderated to a six-month low of 2.1% YoY but on
average has seen a reversal in pattern from a deflation of 0.7% in FY24 to a muted level of 2.2% in FY25. Annual
average trends in retail and wholesale food inflation have been mixed with the former inching lower by 29bps to 6.7%
while the latter inching higher by 75bps to 7.4% in FY25. Inflation in manufactured foods also reversed pattern from -
1.7% in FY24 t0 1.7% in FY25, albeit reflecting subdued input cost pressures.

Looking ahead, headline retail inflation is expected to moderate further to 4.2% in FY26 (as per RBI’s estimate),
supported by stable crude prices, strong rabi and kharif harvests, and limited pass-through of input costs. However,
upside risks remain from summer heatwaves, fruit price volatility, and global commodity trends. With inflation
projected to remain within the target range and core inflation benign, the disinflationary trend coupled with muted
growth impulses enhances the likelihood of monetary easing. The RBI may consider further rate cuts in FY26,
particularly if growth momentum moderates amid continued external uncertainties.

e Headline inflation eased to a 67-month low in March...: Retail inflation
moderated for the fifth consecutive month to a 67-month low of 3.3% YoY in
March, aided by softening food inflation and a high base effect, which was partly
offset by reversal in contraction in fuel & light inflation and core inflation inching up
to a 17-month high of 4.2% YoY. Sustained deflation in vegetables (-7% YoY),
spices (-4.9% YoY), eggs (-3.2% YoY) and pulses (-2.7% YoY) favourably
outweighed the elevated inflation in fruits (16.3% YoY) and oils & fats (17.1% YoY),
which dragged overall food inflation to a 40-year low of 2.9% YoY. Barring the surge
in gold (34.1% YoY) and silver (31.6% YoY) inflation, other components of core
inflation remain benign.

e ..And average inflation falls to a six-year low: Average retail inflation eased
further to 4.6% YoY, lower than 5.4% in FY24 and RBI’s target of 4.8% for FY25.
Headline number is marginally higher than the trough of 3.4% recorded in FY19 but
remains with the inflation target range for the second consecutive year. The
progress of disinflation has been broad-based in FY25 primarily aided by deflation
in fuel & light (-2.5%) — thanks to LPG price reduction measures by the
Government — and core inflation has fallen to its lowest level of 3.6% since the
start of the series, reflecting muted underlying demand pressures.
Notwithstanding the moderation in food inflation, the level remains elevated at
6.7% in FY25 primarily ascribed to double-digit inflation in vegetables (~20%) as
weather shocks translated into supply disruptions. Inflation in fruits rose to a 10-
year, thanks to robust demand, which was partly offset by deflation in spices
(3.1%), marking its lowest level since the start of the series. Inflation in housing at
2.8% is also at a multi-year low, thanks to increased housing supply and reflects
subdued housing demand. Most sub-components of miscellaneous segment have
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exhibited multi-year low inflation barring personal care & effects — at a four-year
high — led by surge in gold and silver prices amid lingering global uncertainty.

e ..With contrasting tale in food and non-food inflation in FY25: Retail and
wholesale food inflation ended FY25 at muted levels, having a favourable impact
on the headline number. After rising sharply in October, better kharif harvest,
mandi arrivals has led to a softening of food prices — particularly vegetables —
during the second half. Contrastingly, core retail inflation and inflation in
manufactured products continued to remain benign throughout the year, albeit
inching up only at a gradual pace. On an annual basis, retail food inched lower by
29 bps, whole food inflation rose by 75 bps, retail core eased to multi-year low
while wholesale manufacturing inflation reversed trends from deflation to inflation
of 1.7% in FY25, reflecting the complicated divergent trends across categories.

e  WPI moderates in March; FY25 WPI reverses pattern and ends in positive:
Wholesale price inflation moderated to a six-month low of 2.1% YoY in March
2025, as significant fall in inflation in food articles (1.6%; 21-month low) was
partially offset by spike in manufactured inflation (3.1% YoY; 27-month high),
electricity (5.5% YoY, 22-month high) and low base effect. After seven consecutive
months of deflation in fuel & power, there has been a trend reversal with inflation
of 0.2% YoY recorded in this component. Withing food, notable deflation in
vegetables (-6.9% YoY) and pulses (-3% YoY) have outweighed the double-digit
inflation in fruits (20.8% YoY). Barring double-digit inflation in manufactured food
products (10.7% YoY) and other manufacturing (22.9%; all time high), inflation in
other sub-components of manufactured products remain muted. Wholesale
inflation in FY25 saw a reversal in pattern — from deflation of 0.7% in FY24 t0 2.2%
in FY25, albeit remaining notably lower than high inflation of 13% and 9.6% in FY22
and FY23 respectively. This uptick has been broad-based with food inflation rising
to a five-year high of 7.4% and inflation in manufactured goods moving from
deflation in FY24 to inflation of 1.7%, reflecting build-up in cost pressures. That
said, deflation in fuel & power for two consecutive years, following double digit
inflation in FY22/FY23 has capped the overall headline number.

e Favourable inflation outlook likely to open window for further rate cuts:
Headline inflation is expected to ease further in FY26, with the RBI's Monetary
Policy Committee projecting a moderation to 4.2%. Risks to inflation are likely to
emanate from extreme summer temperatures and lingering global market
uncertainties while robust kharif arrivals, favourable monsoon outlook by IMD,
muted pass-through of input costs and benign crude oil outlook are expected to
bring about a softening bias to the headline number. A sustained disinflationary
trend with headline inflation remaining broadly aligned to the target is likely to
reinforce the case for additional rate cuts in FY26, particularly with growth
momentum likely to soften to some extent amidst persistent uncertainty.
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3.3 3.6 4.9 4.6 5.4
Food & Beverages 45.9 2.9 3.8 7.7 6.71 7.0
Pan, Tobacco & Intoxicants 2.4 2.5 2.4 3.1 2.7 3.6
Clothing & Footwear 6.5 2.6 2.7 3.0 2.7 4.7
Housing 10.1 3.0 2.9 2.7 2.8 3.9
Fuel & Light 6.8 1.5 1.3) (3.4) (2.5) 1.2
Miscellaneous 28.3 5.0 4.8 3.5 4.1 4.5
Core Inflation 44.9 4.2 4.1 3.3 3.6 4.4
Source: CSO, NSE EPR; Note: * Headline inflation excluding food & beverages, pan, tobacco & intoxicants and fuel & light
Figure 53: Headline monthly CPI inflation trend
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Source: CMIE Economic Outlook, NSE EPR.
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Figure 54: Category-wise contribution to India consumer price inflation (CPI)
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Figure 55: Category-wise contribution to India Food and Beverages inflation (CPI)
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Figure 56: Monthly Change in CPI inflation broken down by base and momentum
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Figure 57: Trends in Retail Prices of TOP (Rs/kg) Figure 58: Trends in retail Prices of Pulses (Rs/kg)
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Table 25: Wholesale price inflation for March 2025 (%YoY)

Weight (%)

WPI 21 2.4 0.3 2.2 -0.7
Primary articles 22.6 0.8 2.8 4.6 5.1 3.5
Food articles 15.3 1.6 34 7.0 7.3 6.6
Non-food articles 4.1 1.8 4.8 -4.2 -0.4 -5.6
Minerals 0.8 2.8 1.0 -0.4 4.5 6.9
Crude petroleum & natural gas 2.4 -7.6 -4.1 4.9 -1.5 -3.0
Fuel & power 13.2 0.2 -0.7 -2.7 -1.3 -4.7
Coal 21 -0.1 -0.3 0.5 -0.6 2.3
Mineral oils 8.0 -1.6 -0.8 -3.5 -1.8 -8.0
Electricity 31 5.5 -0.6 -2.6 -0.4 1.2
Manufactured products 64.2 3.1 2.9 -0.8 1.7 -1.7
Food group 24.4 4.7 5.9 4.8 7.3 3.2

Source: CSO, CMIE Economic Outlook. NSE EPR.

Figure 59: Category-wise contribution to India wholesale price index (WPI)
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Source: LSEG Workspace, NSE EPR.

83/348



QO NSE

Market Pulse

April 2025 | Vol. 7, Issue 4

Figure 60: India wholesale price inflation (WPI)
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Figure 61: Monthly Change in WPI inflation broken down by base and momentum
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Figure 62: Gap between retail and wholesale inflation
percentage points
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Figure 63: Average Consumer Price Inflation annual trend
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Figure 64: Components of Consumer Price Inflation and its annual trend (%YoY)
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Figure 65: Annual trends in Rural-Urban Inflation Gap (%YoY)
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Figure 66: Trends in Rural vs. Urban Food Inflation (%YoY)
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Figure 67: Components of Wholesale Price Inflation and its annual trend (%YoY)
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Figure 68: Headline CPI inflation across Indian states in March 2025
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Source: CMIE Economic Outlook, NSE EPR

Figure 69: Headline CPI Food and Beverages Inflation across Indian states in March 2025

Source: CMIE Economic Outlook, NSE EPR
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RBI Monetary Policy: A dovish 25bps cut with focus on transmission

The RBI's Monetary Policy Committee (MPC), in an expected and unanimous decision, reduced the policy repo rate by
25bps to 6%, marking the second consecutive rate cut. The stance was also reverted from ‘neutral’ to ‘accommodative’
after six months, indicating the Committee’s focus on supporting growth amid rising global uncertainties, and easing
inflationary pressures. The MPC's decision was underpinned by a significant softening in the inflation trajectory and
emerging risks to domestic growth from global trade frictions and policy uncertainties. This was reflected in downward
revisions to both growth and inflation forecasts for the current fiscal year. GDP growth for FY26 was trimmed by 20bps
to 6.5%, as improved consumption demand was weighed down by global trade disruptions, and volatile financial
markets. Inflation forecast for FY26 was also lowered by 20bps to 4%, with a sub-4% print expected for the first three
quarters before rising marginally to 4.3% in FY27, indicating a durable alignment of inflation with the 4% target.
Meanwhile, banking system liquidity moved into surplus by late March, aided by proactive RBI intervention (Rs 6.9 lakh
crore?®) through OMO purchases, VRRs and US dollar swaps, along with higher government spending. Improved
liquidity conditions have aided monetary transmission, bringing down the weighted call money rate falling from 6.6%
in Jan’25 t0 6.1% in Apr'25 (as of April 81",2025).

While the change in stance and rate cut were widely expected, the policy had a distinctly dovish tone, reflected in the
Governor’s remarks emphasizing: (a) the need for monetary policy to support growth at the current juncture; (b) that
the shift in stance signals a continuation of the easing cycle; and (c) the RBI's commitment to maintain sufficient
liquidity to enhance transmission. Trade tensions are likely to remain central to the RBI’s calculus over the next few
quarters, with future rate actions closely tied to developments on this front and supported by a benign domestic
inflation trajectory. Meanwhile, the focus will remain on keeping liquidity in surplus to ensure effective monetary
transmission.

e Second 25bps cut and a shift in stance to accommodative: The RBI's MPC, as

. . The policy repo rate has
expected, unanimously reduced the policy repo rate by 25 bps to 6% and reverted

been cut by 25 bps to 6%,

the stance to ‘accommodative’ after having shifted to ‘neutral’ in October 2024. marking the second cut in
Following this move, the Standing Deposit Facility (SDF) and Marginal Standing a row, with stance shifted
Facility (MSF) rates—the lower and upper bounds of the Liquidity Adjustment to “accommodative” after

having moved to “neutral”

Facility (LAF) corridor—now stand at 5.75% and 6.25%, respectively. A benign ]
in October 2024.

inflation outlook, with greater confidence in achieving durable convergence to the
4% target, alongside signs of growth moderation amid renewed global headwinds,
has provided the MPC with room to cut rates and adopt a more dovish policy tone.

o Inflation projection revised lower to 4% for FY26: Headline inflation is projected -

] ) . . GDP/Inflation forecasts for
to decline to 4% in FY26 from 4.8% (projected) in FY25, 20 bps lower than the FY26 have been slashed by
February 2025 MPC forecast. This revision is supported by a seasonal correction in 20bps to 6.5%/4%
vegetable prices, favourable rabi crop prospects—including record wheat
production and higher pulses output—robust kharif production, and lower global
crude oil prices. There has been a sharp downward revision in the Q1 FY26 inflation
estimate by 90 bps to 3.6%, a marginal 10 bps downward revision for Q2 to 3.9%,
while the Q3 estimate has been retained at 3.8% and revised higher by 20 bps to
4.4% for Q4. Additionally, a sharp decline in household inflation expectations, as
reflected in recent RBI surveys, is expected to help anchor future inflation trends.
Assuming a normal monsoon, inflation for FY27 is projected at 4.3%. Risks to the
inflation outlook stem from lingering global economic and financial market
uncertainties, energy price volatility, and potential adverse weather-related
disruptions.

28 The RBI has injected liquidity amounting to Rs 2.85 lakh crore via eight OMO purchase auctions, Rs 1.83 lakh crore via three VRR (Variable Rate Repo) auctions and
Rs 2.18 lakh crore via three USD/INR Buy/Sell swap auctions.
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e GDP growth forecast curtailed by 20bps to 6.5% for FY26: The GDP growth
forecast for FY26 is revised lower by 20bps to 6.5%, aligning with the second
advance estimates for FY25. The growth projections for Q1, Q2, and Q4 FY26 have
been revised down by 20bps, 30bps and 20bps to 6.5%, 6.7% and 6.3%
respectively while that of Q3 was revised up by 10bps to 6.6%. Growth momentum
is expected to be supported by: 1) Bright prospects of the agriculture sector, which
bode well for a recovering rural demand 2) healthy urban consumption driven by
an uptick in discretionary spending, and 3) stable recovery in investment demand,
underpinned by sustained higher capacity utilization, positive business sentiment,
healthier balance sheets of corporates and banks, and continued government
emphasis on infrastructure spending. That said, risks persist from global trade
disruptions and the concomitant slowdown in global growth, weighing particularly
on overall exports and investment decisions.

e Liquidity intervention improving policy transmission: The banking system
liquidity deficit eased during February-March 2025, tapering from an average of Rs
2 lakh crore in January to Rs 1.6 lakh crore in February and further to Rs 1.2 lakh
crore in March. By end-March (March 29, 2025), the system liquidity moved into
surplus, supported by a slew of RBI measures including liquidity injections of about
Rs 6.9 lakh crore through eight OMO purchase auctions, three term VRR auctions,
and three USD/INR buy/sell swap auctions alongside increased government
spending towards the end of March. Liquidity conditions have further improved,
with the system surplus standing at Rs 1.5 lakh crore as on April 7t", 2025, with two
OMO purchase auctions of Rs 40,000 crore scheduled later in April 2025.
Reflecting these developments, the average Weighted Average Call Money Rate
(WACR) moderated from 6.6% in January 2025 to 6.11% in April 2025.

e Keyregulatory measures: (1) Enabling securitisation of stressed assets through a
market-based mechanism in addition to existing ARC route, (2) Expanding the co-
lending framework to cover all regulated entities and all types of loans, (3) Issuing
comprehensive and harmonised prudential and conduct regulations for gold loans
across entities, (4) Issuing comprehensive guidelines on non-fund-based facilities
and revision of instructions on partial credit enhancement (PCE) to support
infrastructure financing, (5) Empowering NPCI to set transaction limits for UPI
person-to-merchant payments in consultation with stakeholders, and (6) Making
the Regulatory Sandbox theme-neutral and available ‘on-tap’.

e Benign inflation outlook opens room for more rate cuts: The RBI’s shift to an
accommodative stance, coupled with a second consecutive rate cut, marks a
decisive pivot toward supporting growth amid a stable inflation outlook. While
widely expected, the policy had a distinctly dovish tone, with the Governor
underscoring the need for monetary support, a continuation of the easing cycle,
and a commitment to maintaining surplus liquidity to enhance transmission. Trade
tensions and external headwinds will remain key to the RBI’s policy calculus, with
future rate actions closely linked to global developments. With inflation durably
aligned to target and proactive liquidity support in place, further rate cuts appear
likely over the remainder of the fiscal year.
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Table 26: Current policy rates

The policy repo rate was unanimously reduced by 25bps to 6% and has changed the stance back to ‘accommodative’

after having moved to “neutral” in October 2024

Key rates October 2024 December 2024 February 2025
Repo Rate 6.50% 6.50% 6.25%
Standing Deposit Facility (SDF)* 6.25% 6.25% 6.00%
Marginal Standing Facility (MSF) 6.75% 6.75% 6.50%
Bank Rate 6.75% 6.75% 6.50%
Cash Reserve Ratio (CRR) 4.50% 4.25% 4.00%

April 2025

6.00%
5.75%
6.25%
6.25%

4.00%

Source: RBI, NSE EPR. * Introduced in April 2022 policy as the new floor of the LAF corridor. + after implementation of the phased reduction of

Figure 70: Movement in key policy rates

CRR

The average Weighted Average Call Money Rate (WACR) has eased from 6.6% in January 2025 t0 6.11% in April 2025,
aided by policy repo rate cuts and slew of banking system liquidity measures via OMOs, VRRs and dollar-rupee swaps.
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Figure 71: Real interest rates
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Figure 72: MPC members’ voting pattern
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Figure 73: Net lending under RBI’s Liquidity Adjustment Facility
The banking system liquidity has moved from an average liquidity deficit of Rs 2 lakh crore in January 2025 to an
average deficit of Rs 1.2 lakh crore as of March 2025. On a daily basis, the liquidity has moved into a surplus since
March 29t with a surplus of Rs 1.5 lakh crore as on April 7th, 2025.

Rs lakh cr . N . e
Net lending under RBI's Liquidity adjustment facility
Outstanding amount under reverse repo operations !:igf"'e greate'r Fha.n zero
4 mm Outstanding amount under repo operations indicates deficit liquidity in
Net lending under LAF the system
2
0
-2
-4
Figure less than zero
-6 indicates surplus liquidity in
the system Systemic liquidity has moved from
-8 deficit to surplus
-10
-12
<l i — N N N N (a2} o™ (32] om < < < < [Xe] L
‘T‘ q D ) ‘T' q D qQ A q D ‘T‘ A q D ‘T‘ q
3 E] © S S =} k3] S s =] © S s = © S a
< m o ) < L] o ) < g o ) < g o ) <

Source: CMIE Economic Outlook, NSE EPR.

Figure 74: India vs. US policy rates and yield differential
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Figure 75: India’s consumer inflation trajectory and RBI’s forecasts
Headline inflation is projected lower by 20bps to 4% in FY26, inline with the median inflation target set by the RBI.
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Figure 76: Quarterly and annual inflation forecasts by RBI
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Figure 77: GDP growth trend and RBI’s estimates
The GDP growth has been projected at 6.5% in FY26, lower than the projection of 6.7% in the February’25 MPC and
unchanged from the FY25 real GDP growth rate as per the second advance estimates.
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Figure 78: RBI’s quarterly and annual GDP growth forecasts for FY26
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Table 27: RBI’s baseline assumptions for projections of GDP growth and inflation

Indicator MPR October 2024 MPR April 2025

Crude Oil (Indian Basket) US$ 80 per barrel during H2: 2024-25 US$ 70 per barrel during 2025-26
Exchange rate Rs 83.50/US$ during H2: 2024-25 Rs 86/US$ during 2025-26
Monsoon Normal for 2025-26 Normal for 2025-26
Global growth 3.2%in 2024 3.3%in 2025
3.1%in 2025 3.0%in 2026

To remain within BE 2024-25 To remain within BE 2025-26

Fiscal deficit (per cent of GDP) Centre: 4.9 Centre: 4.4
Combined: 7.3 Combined: 7.1

Domestic macroeconomic/structural policies No major change No major change

Source: RBI Monetary Policy Report.

Figure 79: Variation in policy rates across countries since October 2025
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Merchandise trade deficit widens in FY25, partly offset by service surplus

Merchandise trade deficit widened to US$21.5 bn in March, from a 42-month low of US$14.1 bn in February, driven by
a significant rise in imports (+25% MoM) that outpaced export growth (+14% MoM). The sequential surge in imports
can be ascribed to crude oil imports rising to a 10-month high of US$ 19 bn (+60% MoM) coupled with gold imports,
which almost doubled to US$ 4.5 bn in March. Notwithstanding the elevated gold prices—closing the year at US$ 3,120
per ounce (+40% YoY)— the massive YoY jump in gold imports reflects safe-haven demand amid persistent global
trade tensions. Exports exhibited a muted growth of 0.6% YoY in March as the gains in engineering goods (one-year
high) and electronics goods (record high) were partly offset by contraction in oil exports. After registering an overall
trade surplus in February, the overall trade balance turned into a deficit of US$ 3.7 bn, weighed down by widening
merchandise trade deficit (+53.3% MoM) and marginal decline in services trade surplus by 3.1% MoM to US$17.9 bn.

For the fiscal year (FY25), the merchandise trade deficit rose to a record high level of US$283 bn, up from US$241 bn
in FY24, with net crude oil imports increasing to US$122 bn (vs. US$95 bn in FY24) and gold imports climbing 27%
YoY to US$58 bn, accounting for 8% of the total import bill. Merchandise exports remained flat at US$ 437 bn as the
fall in oil exports to a four-year low of US$ 63 bn was offset by the record level of non-oil exports of US$ 374 bn, aided
by electronic and engineering exports. Meanwhile, the services sector remained in a bright spot, with the full-year
services surplus at a record level of US$189 bn, up from US$163 bn in FY24, thus providing a partial offset to the
widening merchandise trade gap. Overall exports of India crossed the US$ 800 mark for the first time, ending FY25 at
US$ 824 bn, registering a 6% growth from a year ago.

o Merchandise trade deficit widened sharply in March: Merchandise trade deficit
expanded to US$21.5 bn in March’25, up from a 42-month low of US$14.1 bn in
February, driven primarily by a sharp increase in oil and gold imports. Crude oil
imports (~30% of monthly imports) surged to a 10-month high of US$19 bn,
exhibiting a 60% MoM and 16% YoY increase, aided by a fall in global crude prices
to US$74.78 per barrel (down 14% YoY) by fiscal year-end amid intensifying global
trade tensions. Gold imports also spiked to US$4.5 bn in Mar’25, accounting for 7%
of the month’s import bill and nearly triple of the level in Mar’24. Exports registered
a subdued 0.6% YoY growth, albeit an impressive 13.7% MoM growth to US$ 42
bn in March as the gains in electronics exports (+29.6% YoY) were partly offset by
lower oil (-9.5% YoY) and engineering exports (-3.9% YoY).

¢ Non-oil exports surged to record levels: Non-oil exports—accounting for ~90% of
total exports in March—scaled record level to US$ 37 bn, exhibitinga 2.2% YoY and
significant 19.2% MoM growth. This surge can be ascribed partly to Government
initiatives like the PLI scheme. Electronic goods exports of US$4.6 bn scaled a
record level aided by surge in smartphone exports ahead of the impending US
tariffs, while engineering goods rose to a one-year high of US$10.8 bn. On the other
hand, oil exports fell 29% MoM to US$ 4.9 bn, after rising to a nine-month high in
February. The fall in oil exports and the simultaneous MoM surge in oil imports had
widened the oil trade deficit to a five-month high of US$14.1 bn in March.

e Gold imports surged amid global uncertainty: Gold imports rose sharply by 91%
MoM to US$4.5 bn in March 2025, up from an 11-month low of US$2.3 bn in
February. Notably, the price of gold surged to US$ 3,120 per ounce by the end of
FY25—up 40% YoY—amid heightened global trade tensions and the
announcement of reciprocal tariffs. As risk-off sentiment grew, gold emerged as a
preferred safe-haven asset. For the full fiscal year, gold imports stood at US$58
bn—up 27.4% YoY—and accounted for 8.1% of the total import bill.
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e Import cover ratio improved to a five-month high: India’s import cover ratio
improved to a five-month high as the RBI’s foreign exchange reserves rose by
US$26 bn (up 4% MoM) to US$665 bn as of end-March. The increase was largely
driven by a US$21.6 bn jump in foreign currency assets, along with a US$4.5 bn
rise in the value of gold reserves, which stood at US$77.8 bn. Merchandise imports
for the full fiscal year rose 6% to US$720 bn, driven predominantly by higher oil
and gold import bills.

¢ Services surplus remained strong, offsetting trade gap: India’s net services
exports rose to US$17.9 bn in March 2025, marking a 34% YoY increase and a
sequential growth of 5%. This improvement was driven by a decline in service
payments, which dropped to a 16-month low of US$13.7 bn. For FY25, the services
trade surplus rose to US$189 bn, up from US$163 bn in FY24, offsetting nearly
67% of the merchandise trade deficit. The overall trade deficit has widened to
US$93 bn in FY25, 18.6% higher than the previous year primarily driven by higher
merchandise trade deficit.

Table 28: India’s merchandise trade balance for March 2025
Trade

Merchandise Imports balance
Exports (US$ bn)

Merchandise

(Us$ %YoY (1 %YoY  imports %YoY imports %YoY imports % YoY
bn) bn) (US$ bn) (US$ bn) US$ bn)
63.5 11.3% 19.0 16.3% 44.5 9.4% 4.5 192.1%

Mar-25 42.0 215
Feb-25 36.9 51.0 -163% 119  -29.6% 391 -11.2% 23 -620%  -141
Mar-24 417 570 -64% 163 -9.3% 407  -51% 15 -53.6% -153
FY24 437.1 6782 -53% 1787 -146% 4995  -14% 455 301%  -241.2
FY25 437.6  01% 7202  62% 1857  3.9% 5345  7.0% 58.0  274%  -282.6

Source: Ministry of Commerce, CMIE Econonﬁc Outlook. NSE EPR

Figure 80: Monthly trends in India’s merchandise imports, exports and trade balance
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Figure 81: Annual trends in India’s merchandise imports, exports and trade balance
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Figure 82: Non-oil, non-gold imports
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Figure 83: Oil imports trend
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Figure 84: Oil imports vs. Brent crude oil prices trend
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Figure 85: Imports of gold and gold price
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Figure 86: Monthly service exports
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Figure 87: Annual trends in India’s service receipts, service payments and service surplus
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Figure 88: Forex reserves and import cover (months)
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Figure 89: INR vs. other major developed and emerging market currencies
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Bank credit growth moderates further in February 2025

Outstanding bank credit growth moderated further to 11% YoY in February 2025 (as per RBI’s sectoral deployment of
credit data) vs 11.4% YoY in January 2025 and 20.5% YoY in February 2024, reflecting broad-based growth
deceleration across agriculture, industry, services, and personal loan segments. Growth in outstanding credit to
agriculture/ personal loans/ services moderated to 11.4%/ 11.7%/ 12% YoY respectively. The growth in outstanding
industrial credit has moderated to 7.2% YoY as the slower credit growth to large industries at 5.2% YoY, was offset by
healthy growth in credit to micro & small and medium enterprises. In personal loans, growth in credit card outstanding
continued to decelerate, corroborated by slower growth in outstanding credit cards, partially offset by the robust
growth of 87.4% YoY in loans against gold jewellery, aided by elevated gold prices. According to the RBI's Weekly
Statistical Supplement (WSS), outstanding bank credit stood at Rs 184 lakh crore, registering 11% YoY growth, while
outstanding deposits stood at Rs 231.1 lakh crore, translating to a YoY deposit growth of 10.1% as of April 4t, 2025.
Credit growth outpaced deposit growth for the 11 months in FY25, partially weighing on banking system liquidity, while
the Credit-to-Deposit (CD) ratio fell to 79.6% as on April 4™, 2025. To supplement funding, banks continued to actively
tap the money markets, with outstanding Certificates of Deposits (CDs) rising to record level of Rs 5.3 lakh crore in
March 2025, and fresh issuances amounting to Rs 1.9 lakh crore during the month, reflecting continued reliance on
short-term instruments to bridge funding gaps.

e Credit expansion moderates across key segments in February 2025...:
Outstanding bank credit growth— based on RBI’s sectoral deployment of credit —
moderated further to ~11% YoY in February, significantly lower than 20.5% YoY in
the corresponding period last year, reflecting a broad-based slowdown across
agriculture, industry, services and personal loans. Furthermore, outstanding bank
credit growth has continued to remain stable at 11% YoY as of April 4™, 2025 (as
per RBI's WSS). Outstanding credit growth in agriculture has eased to 11.4% YoY
(-0.7pp MoM), in personal loans to 11.7% YoY (-0.2pp MoM) and to services sector
to 12.0% YoY (-0.5pp MoM), particularly weighed down by NBFCs and other
services. Industrial bank credit growth decelerated to 7.2% YoY (-0.8pp MoM), led
by a slowdown in credit growth to large industries. The sharp deceleration in overall
credit growth from last year is largely attributable to slower growth in agriculture (-
8.5pp), personal loans (-16.5pp) and services (-12.7pp). That said, overall
outstanding bank credit growth has been primarily supported by robust expansion
in loans against gold jewellery (+87.4% YoY) aided by elevated gold prices coupled
with healthy growth from medium industrial enterprises, transport operators,
commercial real estate, wholesale trade and other services.

e ...With moderation in credit to industry driven by large companies: Outstanding
credit to industries eased to 7.2% YoY in February 2025 (-0.9pp MoM) led by
slower growth in credit to large enterprises to 5.2% YoY (-1.3pp MoM) while growth
in demand for credit to micro and medium enterprises was strong at 9.8% YoY and
18.1% YoY respectively. Key contributors to the MoM moderation across industries
were food processing (9.3%YoY), petroleum products (13.7% YoY), chemical &
products (6.8% YoY), and infrastructure (0.8% YoY) with a cumulative share of
50%, while it was supported by textiles (7.1% YoY), construction (12.4% YoY), and
engineering (19% YoY), with cumulative share 16.9%.

e Deposit growth moderates while banks rely on CDs for funding: Outstanding
bank deposits stood at Rs 231.1 lakh crore as on April 4%, 2025, as per RBI's WSS,
exhibiting a growth of 10.1% YoY, lower than 13.8% YoY observed in the same
period last year. In FY25, barring January 2025, bank credit growth continued to
outpace deposit growth, with the differential narrowing significantly from 6.5pp in
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Apr’24 to 0.7pp in Mar’25. Notwithstanding the moderation in credit growth,
incremental CD ratio remained elevated at 86.3% as of March 21, 2025. The
slowdown in outstanding deposits growth is on account of a deceleration in growth
of time deposits (10.5% YoY) and demand deposits (7.1% YoY). To supplement
funding, banks continued to actively tap the money markets, with outstanding
Certificates of Deposits (CDs) rising to record level of Rs 5.3 lakh crore in March
2025, and fresh issuances amounting to Rs 1.9 lakh crore during the month,
reflecting continued reliance on short-term instruments to bridge funding gaps.

Figure 90: Outstanding bank credit
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Figure 91: Growth in bank credit across key heads
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Source: CMIE Economic Outlook, NSE EPR.
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Figure 92: Growth in industrial bank credit across size
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Figure 93: Growth in bank credit across segments of industry
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Figure 94: Growth in bank credit across segments of services
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Figure 95: Growth in bank credit across segments of personal loans
Segment wise growth rate(%YoY) in credit to personal loans
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Figure 96: Growth rate in loans against gold jewellery
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Figure 97: Credit and Deposit Growth
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Figure 98: Growth in demand and time deposits
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Figure 99: Credit to Deposit ratio
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Figure 100: Incremental credit to deposit ratio (ICDR)
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Figure 101: Issued and outstanding amount of Certificate of Deposits
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Union finances: Fisc likely to undershoot thanks to moderate capex outlay

The fiscal performance of the Union showed marked improvement through the first eleven months of FY25,
contracting to Rs 13.5 lakh crore (-10.3% YoY), while representing 85.8% of the revised estimate (vs 86.5% in
FY24RE), Consequently and coupled with an upward revision in the nominal GDP (as per the 2" AE), the Government
appears well-positioned to potentially undershoot the 4.8% of GDP deficit target — thereby putting fiscal consolidation
firmly on track. This favourable fiscal position was significantly bolstered by robust receipts performance. Specifically,
revenue collections surged, far outpacing the modest growth in non-debt capital receipts - key contributors included
strong personal income tax, alongside healthy growth in GST and customs duties collections. During the same period,
dividend receipts continue to surpass its revised target of Rs 1.5 lakh crore supported significantly from public sector
banks. However, these positive trends were partially offset by sluggish corporate tax growth, reflecting subdued
earnings in the quarter gone by. Additionally, higher state tax devolution with reasonable utilization till-date partially
offset some of the gains posted in net revenues. While slow loan recoveries hindered non-debt capital receipts
utilization rate, improvement in disinvestment proceeds provided some relief. Meanwhile, on the expenditure front,
overall spending growth remained measured, reaching four-fifth of the revised estimate. Revenue expenditure
utilization held steady, as higher interest payments were offset by lower fertilizer subsidy outlays. In contrast, capital
expenditure faced considerable headwinds, and it remained flat while achieving relatively less utilization by February
as against the previous fiscal — largely owing to impediments from the unusually longer monsoon and elections earlier.
As a result, meeting the revised Rs 10.2 lakh crore capex target now seems unlikely.

e Fiscal consolidation underway amid moderate capex and upward GDP
revision...: The Union’s fiscal deficit reached Rs 13.5 lakh crore (-10.3% YoY) in
the first 11 months of FY25, representing 85.8% of the revised estimate, slightly
lower than last year's 86.5%. This improvement stems from the tempered total
expenditure share at 82.5% of FY25RE (vs. 83.4% in FY24RE), with capital
expenditure likely to miss targets (79.7% utilization in 11MFY25 vs 84.8% last
year) owing to the extended monsoon and elections in the first half of the fiscal
year. Total receipts surged aided by robust growth in personal income tax and
dividend collections, further capping the fiscal deficit during FY25TD. The fiscal
position thus far along with an upward revision in nominal GDP (as per the 2" AE)
is likely to support the Government to potentially undershoot the 4.8% of GDP
fiscal deficit target.

e ...Led by robust tax and non-tax collections: Cumulatively, till the penultimate
month of the fiscal, revenue receipts collections have outpaced non-debt capital
receipts (+13.5% YoY vs +3.4% YoY), with personal income tax showing strong
performance (+22% YoY) despite a moderate 78.9% utilization. Indirect taxes
posted higher utilization at 89.4%, with both GST (+11.6% YoY) and customs
duties (+4.2% YoY) performing well. While dividends and profits exceeded revised
targets (103.7% of FY25RE), this was offset by increased state devolution at 91.7%
utilization and sluggish corporate tax growth at 78.3% utilization, on account of
subdued quarterly earnings — resulting in lower direct tax utilization (78.6% in
FY25RE vs 80.5% in FY24RE). The moderation in non-debt capital receipts
utilization (63.3% in FY25RE vs 64.5% in FY24RE) stemmed primarily from
lackluster loan recoveries, partially counterbalanced by improved disinvestment
proceeds, which grew over 25% YoY.

e ...Amid tempered expenditure growth as capital outlays lag targets: In
11MFY25, overall expenditure continues to surge at a measured pace with most
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key sub-heads?® achieving utilization rates above 80%, except capital outlay. On
the revenue expenditure front, utilization remained comparable to last year at
~83%, as higher interest payments are offset by contraction in fertilizer subsidy
outlays (-5% YoY) due to dampening DBT transfers amid reducing international
cost pressures. Notably, the Union's capital outlay has remained flat (+0.8% YoY),
impacted by unusually extended monsoons and June elections, and with only
79.7% utilization through February, and is likely to fall short of the revised target
of Rs 10.2 lakh crore. Capex in January-February’25 has averaged Rs 63,275 crore,
marginally lower than Rs 65,992 crore in the corresponding period last year.

Figure 102: Yearly trend of India’s fiscal balances
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Source: LSEG Workspace, NSE EPR.

Figure 103: Gross fiscal deficit as % of budget targets during April-February
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Source: CMIE Economic Outlook, CGA, NSE EPR.

2% Key sub-heads here include spending on interest payments, subsidies including food, fertiliser, petroleum, other revenue expenditure, capital expenditure and loans
and advances
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Figure 104: Centre’s gross fiscal trend (% GDP)  Figure 105: Fiscal Balance Snapshot
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Figure 106: Direct tax collections during Apr-Feb Figure 107: Indirect tax collections during Apr-Feb
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Figure 108: Year average of monthly collections* Figure 109: GST collections trend

Rs crore Rs lakh crore Monthly GST collections

2,00,000 1,84,072

1.80,000 168,023 2.3 ——FY22 FY23 ——FY24 —e—FY25
1,60,000 2.1
1,40,000 1.9
1,20,000 1.7 \/\/\/\/
1,00,000 15
80,000 13
60,000 11
40,000 09
20,000 07
0

FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25 0.5
Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar

Source: CMIE Economic Outlook, NSE EPR.
Source: CMIE Economic Outlook, CGA, PIB, NSE EPR.

111/348



O NSE Market Pulse

April 2025 | Vol. 7, Issue 4

Figure 110: Revenue and capital exp during Apr-Feb Figure 111: Expenditure mix during Apr-Feb
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Table 29: A snapshot of government finances (Apr-Feb FY25)

Apr-Feb'24 Apr-Feb’25 Apr-Feb’2s | ImPplied figure

(March 2025)
RS CrOre |
. Rscrore  %ofFY25RE  %o0fFY24RE  %of FY25RE . Rscrore

Net tax revenues 18,49,452 20,15,634 9.0% 79.6% 78.8% 5,67,865

Gross tax revenues 28,89,851 32,04,226 10.9% 84.1% 83.2% 6,35,944

Of which:

Direct Tax 15,65,089 17,58,642 12.4% 80.5% 78.6% 4,48,358
Corporation tax 7,562,718 7,67,153 1.9% 81.6% 78.3% 2,52,847
Income tax 8,12,371 9,91,489 22.0% 79.5% 78.9% 1,95,511

Indirect Tax 13,24,762 14,45,584 9.1% 88.8% 89.4% 1,87,586
Goods and service tax 8,37,287 9,34,720 11.6% 87.5% 88.0% 1,27,179
Custom Duties 1,96,352 2,04,612 4.2% 89.8% 87.1% 33,133
Excise Duties 2,53,835 2,50,194 -1.4% 83.6% 82.0% 68,806
States Share -10,33,433 -11,80,532 14.2% 93.6% 91.7% -66,679

Transferred to NCCD -6,966 -8,060 15.7% 79.2% 83.9% -1,400

Non-Tax Revenue 3,60,330 4,93,319 36.9% 95.9% 92.9% 52,382
Dividends and profits 1,57,070 3,00,086 91.1% 101.7% 103.7% -10,952
Other non-tax revenues 2,03,260 1,93,233 -4.9% 91.8% 94.4% 22,200

Central govt. revenue receipts 22,09,782 25,08,953 13.5% 81.9% 81.2% 6,20,247

Non-Debt Capital Receipts 36,140 37,364 3.4% 64.5% 63.3% 40,636
Recovery of Loans 23,583 21,655 -8.2% 90.7% 83.3% 6,345
Misc. receipts (inc. divestment) 12,557 15,709 25.1% 41.9% 47.6% 34,291

Total Receipts 22,45,922 25,46,317 13.4% 81.5% 80.9% 6,60,883

Revenue Expenditure 29,41,674 30,81,282 4.7% 83.1% 83.3% 6,28,119
Interest Payments 8,80,788 9,52,844 8.2% 83.5% 83.7% 2,10,096
Major subsidies 3,60,997 3,63,005 0.6% 81.9% 84.8% 65,418

Food 1,78,407 1,86,202 4.4% 84.0% 94.3% 19,048
Fertilizer 1,74,527 1,65,721 -5.0% 92.4% 96.7% -1,721
Petroleum 8,063 11,081 65.9% 75.4% 844
Other revenue expenditure 16,99,889 17,65,433 3.9% 83.2% 82.8% 3,52,605

Capital Expenditure 8,05,613 8,11,887 0.8% 84.8% 79.7% 2,99,224

Total Expenditure 37,47,287 38,93,169 3.9% 83.4% 82.5% 9,27,343

Fiscal Deficit 15,01,365 13,46,852 -10.3% 86.5% 85.8% 2,66,460

Source: CMIE Economic Outlook, CGA, Budget Documents, NSE EPR.
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Table 30: A snapshot of Government finances in 2024-25

Central govt. net tax revenue
Gross tax revenues
Of which:
Direct Tax
Corporation tax
Income tax
Indirect Tax
Goods and service tax
Custom Duties
Excise Duties
States Share
Transferred to NCCD
Non-Tax Revenue
Dividends and profits
Central govt. revenue receipts
Non-Debt Capital Receipts
Divestment proceeds
Total Receipts
Revenue Expenditure
Interest Payments
Subsidy outgo
Capital Expenditure
Total Expenditure
Fiscal Deficit
Fiscal Deficit/GDP

FY24
Rs lakh

crore

23.3
34.7

19.6
9.1
10.4
15.1
9.6
2.3
3.1
-11.3
-0.1
4.0
1.7
27.3
1.7
0.3
27.9
349
10.6
4.3
9.5
44.4
16.5
5.6

11.2%
13.6%

17.9%
10.3%
25.4%
8.6%
12.7%
9.3%
(4.3%)
19.1%
9.7%
40.8%
71.0%
14.5%
(17.2%)
(28.1%)
13.6%
1.2%
14.6%
(24.7%)
24.8%
6.0%
(4.8%)

BE
(Rs lakh
crore)

25.8
38.4

221
10.2
11.9
16.3
10.6
2.4
3.2
-12.5
-0.1
5.5
2.9
313
2.9
0.5
32.1
37.1
11.6
4.3
11.1
48.2
16.1
4.9

FY25
RE
(Rs lakh
crore)

25.6
38.5

224
9.8
12.6
16.2
10.6
2.4
3.1
-12.9
-0.1
5.3
2.9
30.9
2.9
0.3
31.5
37.0
11.4
4.3
10.2
47.2
15.7
4.8
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9.9%
11.2%

14.4%
7.6%
20.3%
7.1%
10.9%
0.8%
(0.1%)
13.9%
9.5%
32.2%
69.3%
13.2%
69.3%
(0.4%)
12.8%
5.8%
7.0%
(1.6%)
7.3%
6.1%
(5.1%)

% chg. from
BE

(1.0%)
0.3%

1.4%
(3.9%)
5.9%
(1.0%)
0.0%
(1.2%)
(4.4%)
3.2%
1.6%
(2.7%)
0.1%
(1.3%)
0.1%
(34.0%)
(1.9%)
(0.3%)
(2.1%)
(0.1%)
(8.3%)
(2.2%)
(2.7%)

D il e e e e e e ]

____________________

FY26
BE
(Rs lakh
crore)

28.4
42.7

25.2
10.8
14.4
17.5
11.8
2.4
3.2
-14.2
-0.1
5.8
3.3
34.2
3.3
0.5
35.0
394
12.8
4.3
11.2
50.7
15.7
4.4

% YoY
over
FY25RE

11.0%
10.8%

12.7%
10.4%
14.4%
8.3%
10.9%
2.1%
3.9%
10.5%
8.0%
9.8%
12.3%
10.8%
12.3%
42.4%
11.1%
6.7%
12.2%
(0.4%)
10.1%
7.4%
(0.0%)

o o o o o o o o o e B o o B B B B B B o o

Source: Budget Documents, NSE EPR. BE: Budget Estimates; RE: Revised Estimates; A = Actual. Growth in FY24 figures are based on FY23 actual figures.
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CAD improves while capital account drags overall BOP into deficit

India’s current account deficit (CAD) narrowed sequentially in Q3FY25 to US$ 11.5 bn (1.1% of GDP) from US$ 16.7
bn (1.8%) in Q2, though it was marginally higher than US$ 10.4 bn (1.1%) in Q3FY24. The improvement was driven by
a 6.1% QoQ decline in the merchandise trade deficit, 14.8% QoQ rise in net services income—holstered by software,
business, and financial services—and record-high remittance inflows of US$ 21.7 bn. Despite petroleum exports falling
to a 15-quarter low due to lower global crude prices, resilient non-petroleum exports aided narrow the trade gap. On
the capital account side, there were significant net outflows. FPI outflows of US$ 11.4 bn driven by global risk-off
sentiment, profit booking in Indian equities, and elevated US bond yields. Net FDI turned negative for the second
consecutive quarter weighed down by investment uncertainty, tightened financial conditions and higher repatriation
by foreign companies. These capital outflows, coupled with the CAD, led to a BOP deficit of US$ 37.7 bn in Q3FY25—
the first since Q2FY23. Both, the current and capital account was negative for the first time since March 2022.
Consequently, India’s foreign exchange reserves declined by US$ 64 bn during the quarter, reaching US$ 640 bn by
end-December 2024.

India’s overall BOP is likely to remain under some pressure in Q4-FY25, albeit remaining manageable, despite a
moderation in the overall trade deficit. This pressure stems from sustained FPI outflows (US$ 13.4 bn in Q4) and
subdued net FDI flows. Notwithstanding persistent global uncertainty—particularly around trade policy—India’s
current account deficit (CAD) in Q4-FY25 is expected to moderate further, supported by a sequential decline in the
merchandise trade deficit (US$ 58.6 bn), robust net services (+US$ 54.4 bn), and healthy remittance inflows. Sustained
FPI equity outflows, muted FDI flows and lower FPI flows in the debt segment (from US$ 5 bn in Q2 to US$ 80 mn in
Q4) is cumulatively going to weigh on the capital account in Q4. Looking ahead, the key risk for the next fiscal year
FY26 is the uncertainty around trade tariffs, which have been temporarily paused by the Trump administration.
Prolonged uncertainty could weigh on merchandise exports, while also keeping FPI flows volatile and FDI subdued.
However, benign crude oil prices could offer some relief by containing the import bill and limiting the CAD. India’s
foreign exchange reserves, standing at US$ 665 bn as of end-March 2025, are expected to provide a crucial buffer
against external sector volatility.

e CAD narrows sequentially aided by softening merchandise trade deficit: —
Current account deficit widened to US$ 11.5 bn (1.1% of GDP) in Q3-FY25 from India’s currentaccount_ _
. balance recorded a deficit
US$10.4 bn (1.1% of GDP) in Q3-FY24 but has moderated from US$ 16.7 bn (1.8% of US$11.5 bn or 1.1% of
of GDP) in Q2-FY25. This sequential improvement can be ascribed to 6.1% QoQ GDP in Q3FY25,

decline in merchandise trade deficit coupled with 14.8% QoQ improvement in net
services income and outweighed partly by widening of record net outgo under
investment by 71.3% QoQ to (-) US$ 16.7 bnin Q3-FY25. Record levels of worker’s
remittances of US$ 21.7 bn in Q3-FY25 also supported the inflows under the
current account. The widening of net services has been led by software services
(+3.6% Qo00), business services (+17.9% QoQ) and financial services (+45.4%
QoQ). Although the merchandise trade deficit widened 10.5% YoY, the impact was
largely cushioned by higher net services income (13.8% YoY) and workers’
remittances (19.2% YoY), leading to only a marginal increase in the CAD from a
year ago.

e Merchandise trade deficit moderates from record-high quarterly levels in Q2:
After rising to a record-high quarterly merchandise trade deficit in Q2-FY25, the
deficit softened to US$ 79.2 bn in Q3FY25. This improvement was supported
primarily by robust non-petroleum exports (9.5% QoQ) and counter-balanced
partly by decline in petroleum exports, which fell to 15-quarter low due to lower
crude oil prices. Merchandise imports remained broadly stable in Q2 and Q3 at
~US$ 189 bn as a sequential gain in oil imports (+16.5% QoQ) was partly offset by
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sequential contraction in non-oil imports (-4.6% QoQ). Robust domestic oil
demand coupled with depreciation in the rupee led to rise in oil imports, even as
the price of the Indian basket of crude oil fell by 6.1% Qo0Q.

e CAD widens during 9M-FY25: Current account deficit widened to US$ 37 bn (1.3%
of GDP) in Q3-FY25 from US$ 30.6 bn (1.1% of GDP) in Q3-FY24 driven by higher
merchandise trade deficit (17.8% YoY) and net outgo on investment income (7.1%
YoY). However, this was partly offset by a 12.9% YoY increase in net services
income, supported by strong growth in software and business services exports. The
merchandise trade gap expanded as import growth (7.8% YoY) outpaced the
subdued rise in exports (1.8% YoY).

e BOP recorded a deficit for the first time since Q2-FY23: Overall Balance of
Payment (BOP) registered a deficit of US$ 37.7 bn in Q3-FY25 as both the current
and capital account were in deficit. This is the first time since March 2022 and the
second time in the last decade, when both these accounts have been negative.
Capital account moved from a robust surplus of US$ 36.1 bn in Q2-FY25 to a deficit
of US$ 26.8 bn in Q3-FY25 led by net FDI and FPI outflows of US$ 2.8 bn and US$
11.4 bn during the quarter. Elevated US treasury yields due to delayed expectation
of rate cuts by the US Fed, profit booking in the Indian equities, weakness in the
rupee, political uncertainty in the USA and lingering geopolitical uncertainty
cumulatively led heavy FPI outflows during the quarter. Q3 is the second
consecutive quarter when the net FDI has been negative weighed down by global
investment uncertainty, tightened financial conditions coupled with higher
repatriation of higher earnings/dividends by foreign companies. Loans fell
marginally to US$ 8.9 nm in Q3-FY25, after rising to a 10-quarter high of US$ 9.2
bnin Q2-FY25. There was a sharp draw-down in reserve assets of US$ 37.6 bn as
against net accretion of US$ 18.6 bn in the foreign exchange reserve assets. This
has cumulative led to fall in the foreign exchange reserves from US$704 bn as of
end-September 2024 to US$ 640 bn as of end-December 2024.

e External outlook uncertain but manageable: India’s overall BOP is likely to
remain under some pressure in Q4-FY25, albeit remaining manageable, despite a
moderation in the overall trade deficit. This pressure stems from sustained FPI
outflows (US$ 13.4 bn in Q4) and subdued net FDI flows. Notwithstanding
persistent global uncertainty—particularly around trade policy—India’s current
account deficit (CAD) in Q4-FY25 is expected to moderate further, supported by a
sequential decline in the merchandise trade deficit (US$ 58.6 bn), robust net
services (+US$ 54.4 bn), and healthy remittance inflows in Q4. Sustained FPI
equity outflows, muted FDI flows and lower FPI flows in the debt segment (from
US$ 5 bn in Q2 to US$ 80 mn in Q4) is cumulatively going to weigh on the capital
account in Q4. Looking ahead, the key risk for the next fiscal year FY26 is the
uncertainty around trade tariffs, which have been temporarily paused by the Trump
administration for India (barring the baseline 10% and product specific). Prolonged
uncertainty could weigh on merchandise exports, while also keeping FPI flows
volatile and FDI subdued. However, benign crude oil prices could offer some relief
by containing the import bill and limiting the CAD. India’s foreign exchange
reserves, standing at US$ 665 bn as of end-March 2025, are expected to provide a
crucial buffer against external sector volatility.
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Table 31: Balance of Payments — Quarterly account
US$ bn Q3FY23  Q4FY24 Q1FY24  Q2FY24  Q3FY24  Q4FY24 QIFY25  Q2FY25  Q3FY25

Current account -16.8 -1.4 -9.0 -11.3 -10.4 4.6 -8.9 -16.7 -11.5
CAD/GDP (%) -2.0 -0.2 -1.0 -1.3 -1.1 0.5 -0.9 -1.8 -1.1
Trade balance -71.3 -52.6 -56.7 -64.5 -71.6 -52.0 -63.8 -84.3 -79.2
Trade balance/GDP (%) -8.6 -6.1 -6.5 -7.4 -7.7 -5.4 -6.7 -9.0 -7.9
Merchandise exports 105.6 115.8 104.9 108.3 106.6 121.6 111.2 104.6 109.8
% YoY -3.1 -1.9 -14.5 -3.2 1.0 5.0 5.9 -3.4 3.0
Merchandise imports 176.9 168.4 161.6 172.8 178.3 173.6 175.0 188.8 189.0
% YoY 4.9 -2.4 -13.0 -9.1 0.7 3.1 8.2 9.3 6.0
Oil imports 52.0 50.8 41.9 421 46.0 48.8 51.5 41.5 48.4
Non-oil imports 124.9 117.6 119.8 130.7 132.2 124.9 123.5 147.3 140.6
Invisibles 54.5 51.2 47.7 53.3 61.2 56.6 54.9 67.6 67.7
Net services 38.7 39.1 35.1 39.9 45.0 42.7 39.7 44.6 51.2
Software earnings 33.5 34.4 33.9 35.2 36.3 36.6 37.4 39.6 411
Transfers 28.5 24.8 22.8 24.9 29.3 28.7 26.3 32.4 33.2
Investment income -13.5 -13.4 -11.2 -12.5 -14.2 -15.7 -12.3 -10.4 -17.9
Other invisibles 0.9 0.8 1.0 0.8 1.1 0.9 1.2 1.0 1.1
Capital account 28.9 6.5 33.8 12.8 17.3 25.6 13.4 36.1 -26.8
Capital acc./GDP (%) 3.5 0.8 3.9 1.5 1.9 2.7 1.4 3.9 -2.7
Foreign investments 6.6 4.7 20.5 4.1 16.0 13.7 7.6 17.5 -14.1
FDI 2.0 6.4 4.7 -0.8 4.0 2.3 6.6 -2.3 -2.8
FII 4.6 -1.7 15.7 4.9 12.0 11.4 0.9 19.9 -11.4
Loans 0.5 3.1 2.2 3.3 -2.8 3.9 5.1 9.2 8.9
ECBs -2.4 1.6 5.7 -3.0 -4.5 1.7 1.5 2.0 4.4
Banking capital 14.4 -4.1 12.9 4.3 16.4 6.9 2.9 6.1 -9.8
NRI deposits 2.6 3.6 2.2 3.2 3.9 5.4 4.0 6.2 3.1
Others 7.3 2.8 -1.8 1.1 -12.3 1.1 -2.2 3.3 -11.7
Errors & Omissions -1.0 0.4 -0.4 1.0 -0.9 0.6 0.7 -0.7 0.6
Overall balance (BoP) 11.1 5.6 24.4 2.5 6.0 30.8 5.2 18.6 -37.7

Source: RBI, CMIE Economic Outlook, NSE EPR.
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Table 32: Balance of Payments — Annual account

US$ bn FY21 FY22 FY23 FY24 9MFY25
Current account 239 -38.8 -67.1 -26.1 -37.1
CAD/GDP (%) 0.9 -1.2 -2.0 -0.7 -1.4
Trade balance -102.2 -189.5 -265.3 -244.9 -227.2
Trade balance/GDP (%) -3.8 -6.0 -7.9 -6.9 -8.5
Merchandise exports 291.0 429.2 456.1 441.4 325.5
% YoY -7.1 47.5 6.3 -3.2 1.8
Merchandise imports 393.0 618.6 721.4 686.3 552.8
% YoY -17.1 57.4 16.6 -4.9 7.8
Oil imports 82.4 162.1 209.3 178.7 141.4
Non-oil imports 310.6 451.6 504.0 507.6 411.4
Invisibles 126.1 150.7 198.2 218.8 190.1
Net services 88.6 107.5 143.3 162.8 135.5
Software earnings 89.7 109.5 131.3 142.1 118.1
Transfers 73.5 80.4 100.9 105.8 91.9
Investment income -39.2 -40.6 -49.2 -53.6 -40.5
Other invisibles 3.2 3.3 3.3 3.8 3.3
Capital account 63.7 85.8 58.9 89.5 22.7
Capital acc./GDP (%) 2.4 2.7 1.8 2.5 0.8
Foreign investments 80.1 21.8 22.8 54.2 11.0
FDI 44.0 38.6 28.0 10.1 1.6
FII 36.1 -16.8 -5.2 44.1 9.4
Loans 6.9 33.6 8.3 6.6 23.2
Banking capital -21.1 6.7 21.0 40.5 -0.8
NRI deposits 7.4 3.2 9.0 14.7 13.3
Others -2.2 23.7 6.9 -11.9 1.1
Errors & Omissions -0.3 0.5 -1.0 0.3 0.6
Overall balance (BoP) 87.3 47.5 -9.1 63.7 -13.8

Source: RBI, CMIE Economic Outlook, NSE EPR. *Includes Investment Income.

Figure 112: Quarterly trade deficit trend
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Quarterly current account balance trend

Figure 113
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Quarterly net FDI and ECB inflows vs. INR

Figure 114

Net FDI and ECB flows into India
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Figure 115: Annual net FII inflows into Indian equities  Figure 116: Annual net FII inflows into Indian debt
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Figure 117: Quarterly Balance of Payments trend by channels
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Figure 118: Annual current account deficit trend
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Global macro snippets: Highlights of IMF’s WEO (April 2025)

IMF’s World Economic Outlook (April’2025) released on April 22 highlights that the global economy had appeared to
have stabilized — marked by easing inflation, normalized labour markets and growth near potential. However, since
the beginning of this calendar year, recent policy shifts have reignited uncertainty with a slew of tariff measures having
adverse impact on the markets, sentiments and economy. Global growth is now projected to slow from 3.3% in 2024
to 2.8% in 2025, before a modest pickup to 3% in 2026—downward revisions of 0.5 and 0.3pp, respectively. The
downgrade is broad-based across both advanced and emerging economies, with the U.S. (-0.9 pp) and China (-0.6 pp)
seeing the sharpest cuts, reflecting trade tensions and policy uncertainty. In contrast, India’s growth outlook remains
comparatively resilient at 6.2% and 6.3% in 2025 and 2026 respectively, supported by robust private consumption,
especially in rural areas, though it too has been revised down modestly due to the global trade environment. Inflation
is expected to decline globally but remain above pre-pandemic levels, with stickiness in the U.S. and muted pressures
in China. The medium-term outlook is subdued, with growth projected at 3.2%—below the 2000-2019 average of
3.7%—due to aging populations and slowing productivity. Risks remain tilted to the downside, including trade
fragmentation, financial volatility, and climate-related shocks.

« Global growth projected to fall to 2.8% in 2025... Global growth is now projected
to slow from an estimated 3.3% in 2024 to 2.8% in 2025, before edging up to 3%
in 2026. These figures mark a downward revision of 0.5 and 0.3 pp, respectively,
from the January 2025 WEO Update, with nearly all countries affected. The IMF
also highlighted that the pre-April 2" April 2025 forecast would have been
different with global growth projected at 3.2 % for both 2025 and 2026. This
downgrade is more pronounced, underscoring the direct impact of newly
announced trade measures and their spillovers through global trade linkages, as
well as heightened uncertainty and deteriorating sentiment.

e ..with uniform downward revision in both AE and EMDEs...: The projected
slowdown in global GDP growth is broad-based, with both advanced and emerging
market economies contributing almost equally to the downward revision. Growth
in advanced economies is now expected to decline from 1.8 % in 2024 t0 1.4% in
2025, while growth in emerging markets is projected to fall from 4.3% to 3.7% over
the same period—each reflecting a 0.5 pp downward revision from the January
2025 WEO Update. The downward revision in case of the US is the highest at 0.9
pp, followed by China (0.6 pp), reflecting heighted policy uncertainty, trade
tensions and softer consumption. China’s fiscal support is likely to partially offset
the downside from reciprocal tariffs. Other advanced and emerging economies
have seen more moderate downward revisions, though ASEAN countries are
among the most affected by the recent trade measures.

o ...while global headline inflation expected to decline: Global headline inflation is
expected to decline from 5.7% in 2024 to 4.3%/3.6% in 2025/2026 respectively
but it remains above pre-pandemic levels. Inflation is projected to converge to
central bank targets sooner in advanced economies, reaching 2.2% in 2026, while
remaining elevated at 4.6% in emerging and developing economies. That said,
inflation in advanced economies have been revised higher by 40 bps in 2025 as
against a downward revision for EMDEs by 10bps, particularly led by muted
Chinese inflation. US inflation forecast has been revised higher by 1pp to 3%,
reflecting sticky inflation in the services sector, uptick in core goods inflation and
supply shock from recent tariff measures.
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e Medium term growth outlook remains lower than long term average...: The
medium-term outlook for the global economy remains subdued, with growth
projected at 3.2% over the next five years—well below the 2000-2019 average of
3.7%. This moderation is more pronounced among EMDEs, indicating a slowdown
in income convergence. A key factor behind this trend is demographic headwinds,
particularly population aging, which is expected to dampen productivity and labor
force participation. While cross-border migration could ease some of this pressure,
its impact will depend on how effectively policies manage these flows and their
broader economic spillovers.

o ...While downside risks likely to weigh significantly to growth outlook: Global
economic outlook face several downside risks. 1) Escalating trade tensions and
prolonged trade policy uncertainty could disrupt global value chains, weaken
investment, fuel inflation, and widen inequalities, especially hurting low-income
countries. 2) Financial market volatility, driven by persistent inflation or policy
shifts, may lead to tighter financial conditions, capital outflows, and corrections,
particularly impacting EMDEs. 3) Rising long-term interest rates could strain fiscal
space and heighten debt vulnerabilities in high-debt countries. 4) Inadequate
international cooperation amidst climate shocks and conflicts may reverse gains in
resilience and development. 5) Reduced foreign labor mobility could deepen labor
shortages and constrain growth, especially in aging economies.

« Scenario analysis by IMF on tariffs reveal interesting results: The IMF’s scenario
analysis highlights the compounding impact of multiple global shocks on growth.
Starting with divergences like renewed US tax cuts, weaker EU productivity, and
softening Chinese demand, global growth would dip slightly by 0.1 pp in 2025-26.
A full-scale trade war lowers US growth by 0.9 pp in 2025 and 1.3 pp in 2026, and
China’s by 0.8 pp and 1.0 pp, pulling global growth down 0.3 pp and 0.5 pp. Rising
global uncertainty further worsens the global economic growth outlook by 0.8 pp
and 1.4 pp, respectively. Finally, tighter financial conditions could slash global
growth by 1.3 pp in 2025 and 2.0 pp in 2026—pushing both US and China into
notably sharper slowdowns of 1.5% and 1.6% respectively in 2025.3°

30 The IMF, in its April 2025 WEO conducted a layered scenario analysis to assess the potential impact of escalating risks on global growth. Each layer adds successive
shocks—starting with divergences in national policies, followed by a trade war, heightened global uncertainty, and finally tighter financial conditions.
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Table 33: IMF growth projections

rowth outlook Estimate Projections
World 3.3 2.8 3.0 -0.5 -0.3
Advanced Economies 1.8 1.4 1.5 -0.5 -0.3
USA 2.8 1.8 1.7 -0.9 -0.4
Euro Area 0.9 0.8 1.2 -0.2 -0.2
Germany -0.2 0.0 0.9 -0.3 -0.2
France 1.1 0.6 1.0 -0.2 -0.1
Japan 0.1 0.6 0.6 -0.5 -0.2
UK 1.1 1.1 1.4 -0.5 -0.1
Canada 1.5 1.4 1.6 -0.6 -0.4
EMDE 4.3 3.7 3.9 -0.5 -0.4
China 5.0 4.0 4.0 -0.6 -0.5
India 6.5 6.2 6.3 -0.3 -0.2
Russia 4.1 1.5 0.9 0.1 -0.3
Brazil 3.4 2.0 2.0 -0.2 -0.2

Source: IMF World Economic Outlook, April 2025.

Figure 119: Trends in global overall, trade and economic uncertainty indices
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Source: IMF World Economic Outlook, April 2025.

123/348



O NSE Market Pulse

April 2025 | Vol. 7, Issue 4

Figu