
INSIGHTS ON KEY MACROECONOMIC DATA AND EVENTS

RETAIL INFLATION IN INDIA FALLS TO OVER 13-YEAR LOW, WHOLESALE 
INFLATION TURNS NEGATIVE

India’s retail inflation, which is measured by the change in the Consumer Price Index, (CPI), fell 
to 0.25% in October, the lowest level since January 2012. With this, the inflation dropped below 
the lower end of RBI’s tolerance range of 2%-6% for the third time in this fiscal year. The lower 
prints led the average inflation for April-October this year falling to 1.9% from 4.7% in the same 
period last year.

The fall in retail inflation can be attributed to subdued food inflation caused by a favourable 
base effect (-5.02% in October 2025 versus 9.7% in October 2024). The prices of vegetables 
and pulses significantly cooled during the month by -27.57% vs. 42.18% in October 2024 and 
-16.15% vs. 7.43% in October 2024, respectively. Core inflation remained firm at 4.4% during the 
month. The near-term trajectory of retail inflation is expected to be soft due to relatively stable 
supply of food, rationalised GST structure, and favourable crude oil dynamics.

Wholesale inflation returned to negative territory after two months at -1.21% in October, 
dropping to the lowest level since July 2023. Deflation is primarily attributed to a fall in prices 
of food articles, crude petroleum & natural gas, electricity, mineral oils, and manufacture of 
basic metals.

Inflation for manufactured products, the largest component in the WPI basket, eased to 1.54% 
in October from 2.33% in September. The deflation for primary articles segment widened to 
6.18% in October from 3.32% in September. Moreover, the fuel and power segment recorded a 
deflation for the seventh consecutive month at 2.55% in October. Economists expect the 
near-term wholesale inflation to remain in negative territory, but the contraction is expected to 
narrow as base effect fades.  
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We use the term risk all too casually, and the term uncertainty all too rarely. 
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INDUSTRIAL OUTPUT GROWTH PLUNGES TO OVER-A-YEAR LOW

The growth in India’s industrial output, which is measured by the Index of Industrial Production 
(IIP), plunged to 0.4% YoY in October, the lowest since August 2024, compared to 4.6% YoY in 
September. This can be attributed to lower workings days on account of festive holidays, 
extended rainfall, and the impact of US tariffs on exports. With this, the average IIP growth for 
FY26 till date stood at 2.7%, compared to 4% in the same period last financial year.

All the three production-based segments recorded a moderation in growth during the month. 
The growth in manufacturing sector output, the largest in the IIP basket, fell sharply to 1.8% YoY 
in October from 5.6% YoY in September. Within the segment, 9 of 23 industry groups recorded 
positive YoY growth. Mining sector output contracted for the second consecutive month by 
1.8% in October, while electricity output declined sharply by 6.9% driven by unseasonal rainfall 
in the month.

As per the use-based classification, all the six sub-segments witnessed a slowdown in October. 
Consumer non-durables continued to decline, registering a steeper contraction of 4.4% in 
October. Similar sluggishness was also evident in capital goods (2.4% in October vs. 5.4%), 
intermediate goods (0.9% vs. 6.3%) and infrastructure goods (7.1% vs. 10.6%). Primary goods 
and consumer durables contracted 0.6% and 0.5%, respectively in the reported month.
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RUPEE EMERGES AS ASIA’S WORST-PERFORMING CURRENCY

The Indian rupee ended up as the worst-performing currency of 2025 with ~4% year-till 
November-end fall. The currency continued to hit new all-time lows against the US dollar this 
year and performed poorly against the Asian peers like the Chinese Yuan, Indonesian Rupiah, 
and Philippine Peso, among others. The downfall is attributed to multiple factors such as 
strong demand for the US dollar led by continued capital outflows, higher trade deficit (due to 
lower shipments to the US), and uncertainty regarding the Indo–US trade deal. The rupee has 
been hovering close to its record low of 89.49 on November 21, going past the 88.8 levels the 
Reserve Bank of India had been defending in recent weeks.

Besides the dollar exchange rate, the fall in the rupee can be quantified using the Effective 
Exchange Rate (EER), which measures the value of the rupee (or any currency) against the 
weighted average of several foreign currencies divided by a price deflator or index of costs. The 
Real Effective Exchange Rate (REER), which measures the rupee against a basket of 40 
trading-partner currencies, adjusted for inflation, slipped to 97.47 in October, implying the 
longest stretch of undervaluation in seven years. A REER above 100 denotes overvaluation and 
below 100 implies undervaluation. Historically, the rupee’s REER tends to stay above 100. It has 
rarely remained below that threshold for extended periods, which was last recorded in 
2016–17.

INDIA’S GDP GROWTH RISES TO A 6-QUARTER HIGH, FY26 FORECASTS GO 
UP

The growth in the domestic economy accelerated to 8.2% in the July-September quarter from 
7.8% in the previous quarter and 5.6% in the same quarter a year ago. A strong growth in 
manufacturing and financial, real estate, and professional services contributed to the overall 
growth in GDP. The growth in the mining sector remained in the negative territory while the 
growth in agriculture and construction declined to 3.5% and 7.2%, respectively, in the last 
quarter from the same quarter of FY25.

As per the expenditure approach in GDP estimates, the growth in Private Final Consumption 
Expenditure, accounting for ~57% of the economy, quickened to 7.9% from 6.4% in the year-ago 
quarter. Private investment or the Gross Fixed Capital Formation grew 7.3% compared to 6.7% 
in the year-ago quarter.

The momentum led economists to revise FY26 growth forecasts upward to 7.4% (on average), 
which is higher than 6.5% recorded in FY25. The forecast considered the impact of the GST rate 
cuts since September 22 and festive demand, among other factors. However, some 
economists warned that the impact of Indo-US trade relations on exports could affect the 
overall growth.

US INFLATION ROSE TO 9-MONTH-HIGH, FED EASES POLICY RATE

Consumer price inflation in the US flared up to 3% in September but came in a tad below market 
expectations of 3.1%. This happened as energy prices rose 2.8% YoY, the highest since May 
2024, led by fuel oil (4.1% YoY vs -0.5% YoY) and gasoline (-0.5% YoY vs -6.6% YoY). The food 
index grew 3.1% YoY as four of the six major grocery store food indices increased in 
September. The core inflation, which excludes volatile food and energy and is considered a 
better gauge of long-term trends by the US Fed, eased to 3% in September from 3.1% in August 
meeting market estimates.

The US Federal Reserve lowered the repo rate by 25 basis points to the 3.75%-4.00% range in 
its October meeting to support the slowing labour market. The Fed Chair Jerome Powell said, 
"I think we are trying to get to the end of this cycle with the labour market in a good place and 
with inflation on its way to 2% or at 2%." Fed is likely to announce another round of cut in the 
December meeting based on labour market indicators; however, the market has fully priced-in 
the cut. 
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The US Federal Reserve lowered the repo rate by 25 basis points to the 3.75%-4.00% range in 
its October meeting to support the slowing labour market. The Fed Chair Jerome Powell said, 
"I think we are trying to get to the end of this cycle with the labour market in a good place and 
with inflation on its way to 2% or at 2%." Fed is likely to announce another round of cut in the 
December meeting based on labour market indicators; however, the market has fully priced-in 
the cut. 
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08
Purchasing Manager’s Index

Manufacturing:
Countries

India
US
UK

Eurozone
China
Japan

Oct 2025 
59.2
52.5
49.7
50.0
50.6
48.2

Sept 2025 
57.7
52.0
46.2
49.8
51.2
48.5

Note: A reading below 50 indicates contraction and above indicates expansion in output.

Services:

Note: A reading below 50 indicates contraction and above indicates expansion in output.

Countries
India

US
UK

Eurozone
China
Japan

Oct 2025
58.9
54.8
52.3
53.0
52.6
53.1

Sept 2025 
60.9
54.2
50.8
51.3
52.9
53.3

Monthly Data Snapshot

Currencies US Bond Yields (%)

28-Nov 31-Oct

Commodities (US$)

Source: Refinitiv

EUR/USD

GBP/USD

USD/INR

USD/CNH

1y Forward Premia (%)

Crude Oil (per barrel)

Natural Gas (per MMBtu)

Gold (per ounce)

Silver (per ounce)

Copper (per pound)

US 30-yr Treasury

US 10-yr Treasury

US 2-yr Treasury

1.16

1.32

89.35

7.07

2.21

1.15

1.32

88.74

7.12

2.17

63.20

4.59

4,222.63

57.03

5.19

65.07

3.42

4,002.28

48.67

5.09

4.67

4.02

3.50

4.66

4.10

3.61

28-Nov 31-Oct

28-Nov 31-Oct


