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• The Reserve Bank of India led monetary policy committee (RBI-MPC) will likely hold key 
benchmark rates steady at its fourth bi-monthly policy meeting this year. We believe that a 
rapid depreciation in INR along with lingering trade policy uncertainties may push the 
prospects of easing in its forthcoming meeting next week. While a segment of markets 
anticipate the RBI to ease policy rates as early as Oct given weaker CPI inflation ahead, we 
believe that the Dec meeting will be more desirable given an increased clarity on the passage 
of recent GST rationalization, and US trade deal developments by then. 

A quick review on macros since the Aug policy meeting: 

• India August CPI inflation came in largely along expected lines at 2.07% vs 1.55% previous on 
account of less negative contribution from the food component. The core inflation was steady 
at 4.21%, with higher inflation in personal care and effects segment (on precious metals) offset 
by softer inflation in other components (health, transport and education).Chart 1

• India Q1 FY26 real GDP growth came in stronger than expected at 7.8%Chart2, boosted by 
strength in private consumption as well as government spending (lower base last year also 
helped). On the supply side, good growth was seen across manufacturing (despite soft 
corporate earnings), trade, and financial services (even with slower non-food credit growth). 
However, sharper rise in real growth metrics was said to be on account of lower deflator used 
for Q1 FY26. Chart2  

• The GST council announced major structural reforms, simplifying rates in a two slabs – set to 
boost tax buoyancy, lower retail prices as well as support consumption growth drivers. The 
central bank’s projection on the impact of GST rationalization on the headline inflation as well 
as on real GDP will be closely watched. 

• India surplus liquidity conditions moderated in Sep, with system slipping into deficitChart3&5 
following frictional tax outflows (quarterly advance tax and monthly GST payments). However, 
the operating rate – the weighted average call rate (WACR) remained within the policy 
corridorChart4 (aided by RBI’s fine-tuning operations). In addition, the durable liquidity surplus 
also came in lower given anecdotes of RBI interventionChart8 as well as on a sharper pickup in 
currency in circulation. Conditions have returned to surplus in late Sep on G-sec redemption, 
with further support seen from potentially heavy month-end GOI spending (adding to frictional 
liquidity) as well as forthcoming CRR cuts (adding to durable liquidity). In the Jun MPC 
meeting, RBI announced to cut CRR by 100 bps in four equal tranches – this is said to infuse 
INR 2.5tn of durable liquidity by Dec’25. (Note- the first tranche of CRR is already effective 
and currently stands at 3.75%).   

• The local currency has witnessed rapid depreciation this year (it’s fallen by 3.6% YTD vs USD) 
and has underperformed most EM currenciesChart9. This was on account of sustained FPI 
outflows from domestic equitiesChart6 along with lingering trade negotiations with the US. 
India’s real effective exchange rate (a metric to gauge the competitiveness of a currency 
against its trading partners) slipped further away from 100 – indicating that the currency is 
undervalued vs major trading partners.Chart7 

• On the Global front, the FOMC cut its benchmark rate, moving towards a more neutral policy 
stance, but classified the easing as a risk management cut – limiting rally in treasuries. Among 
other DM central banks, both the ECB and the BOE held rates, while among EMDEs, 
Indonesia, Mexico and Thailand central banks cut policy rates by 25 bps.

RBI MPC expected to hold rates given sharp weakness in INR, 
trade deal uncertainty; guidance around further easing watched 
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Chart 1: Item wise contribution to headline inflation %
Food and beverages
Pan, tobacco and intoxicants
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Chart 2: Contribution to real GDP %
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Chart3: WACR and system liquidity (INR bn)
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Chart 4: WACR vs policy corridor 
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Chart 5: System liquidity % of NDTL
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Chart 6: FPI investments (INR bn)
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Chart 7: India REER and spot INR
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Chart 8: RBI FX intervention and spot 
INR
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Source: NSDL, RBI bulletin, Trading Economics, SWL research. 
(*levels above 100 denotes depreciation, and below 100 indicates appreciation)   
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Chart 9: Performance of EM currencies against USD (early Sep'23 
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India Macro heatmap – High frequency indicators* for 
manufacturing & services at decadal high in Aug 

Rural & Urban demand 

Urban 
demand 

Domestic air passenger 
traffic 6.7 7.4 9.6 13.8 10.8 14.1 12.1 9.9 9.7 2.6 3.7 -2.5 -1.1

Retail PV sales -4.5 -18.8 32.4 -13.7 -2 15.5 -10.3 6.3 1.6 -3.1 2.5 -0.8 0.9

Rural 
demand 

Retail auto sales 2.9 -9.3 32.1 11.2 -12.5 6.6 -7.2 -0.7 2.9 5.4 4.8 -4.3 2.8

Retail tractor sales -11.4 14.7 3.1 29.9 25.8 5.2 -14.5 -5.7 7.6 2.8 8.7 11 30.1

Retail 2-wh sales 6.3 -8.5 36.3 15.8 -17.6 4.2 -6.3 -1.8 2.3 7.3 4.7 -6.5 2.2

MGNREGA work demand -16 -13.4 -7.6 3.9 8.2 14.4 2.8 2.2 -6.5 4.4 4.4 -12.3 -26.1

Industry

IIP-Headline 0 3.2 3.7 5 3.7 5.2 2.7 3.9 2.6 1.9 1.5 3.5

IIP Manufacturing 1.2 4 4.4 5.5 3.7 5.8 2.8 4 3.1 3.2 3.7 5.4

IIP capital goods 0 3.5 2.9 8.9 10.5 10.2 8.2 3.6 14 13.3 3 5

PMI Manufacturing 57.5 56.5 57.5 56.5 56.4 57.7 56.3 58.1 58.2 57.6 58.4 59.1 59.3

PMI Export Order 54.4 52.9 53.6 54.6 54.7 58.6 56.3 54.9 57.6 56.9 60.6 57.3 56.1
PMI Manufacturing: Future 
Output 62.1 61.6 62.1 65.5 62.5 65.1 64.9 64.4 64.6 63.1 62.2 57.6 60.5

Eight Core Index -1.5 2.4 3.8 5.8 5.1 5.1 3.4 4.5 1 1.2 2.2 3.7 6.3
Electricity generation: 
Conventional -3.8 -1.3 0.5 2.7 4.5 -1.3 2.4 4.8 -1.8 -8.2 -6.1 -0.8 1
Electricity generation: 
Renewable -3.7 12.5 14.9 19 17.9 31.9 12.2 25.2 28 18.2 28.7 26.4

Automobile Production 4.4 10.1 10 8 1.3 9.4 2.3 6.5 -1.7 5.2 1.2 10.7 8.1
Passenger vehicle 
production 0.7 -3.4 -4 6.5 9.2 3.7 4.5 11.2 10.8 5.4 -1.8 0.1 -4.1

Tractor production -1 2.7 0.4 24.7 20.9 23.7 -7.8 18.5 20.5 9.1 9.8 11.5 9.4

Two-wheelers production 4.9 12.9 13.3 8.8 -0.6 10.3 1.6 5.6 -4.1 4.7 1.4 12.3 10

Three-wheelers production 9 3.9 -6.7 -5.5 7.6 16.2 6.5 6 4.1 16.9 8.6 24 15.8

Crude steel production 3.9 0.3 4.2 4.5 8.3 7.4 6 8.5 9.3 11 12.6 14 11.1

Finished steel production 3 0.7 4 2.8 5.3 6.7 6.7 10 6.6 7 10.9 13.8 13

Import of capital goods 12.3 10.9 7 4.7 6.1 15.5 -0.5 8.6 21.5 14.3 2.6 12.2

Services

PMI services 60.9 57.7 58.5 58.4 59.3 56.5 59 58.5 58.7 58.8 60.4 60.5 62.9
International air passenger 
traffic 11.1 11.2 10.3 10.7 9 11.1 7.7 6.8 13 5 3.4 5.5 7.4

Domestic air cargo 0.6 14 8.9 0.3 4.3 6.9 -2.5 4.9 16.6 2.3 2.6 4.8

International air cargo 20.7 20.5 18.4 16.1 10.5 7.1 -6.3 3.3 8.6 6.8 -1.2 4.2

Port cargo traffic 6.7 5.8 -3.4 -5 3.4 7.6 3.6 13.3 7 4.3 5.6 4 2.5
Retail commercial vehicle 
sales -6 -10.4 6.4 -6.1 -5.2 8.2 -8.6 2.7 -1 -3.7 6.6 0.2 8.6

Hotel occupancy 0.7 2.1 -5.3 11.1 -0.2 1.2 0.6 1.9 7.2 -2.8 -0.3 -2.4

Tourist arrivals -4.2 0.4 -1.4 -0.1 -6.6 -0.2 -8.6 -13.7 -3.8

Steel consumption 14.1 13.5 12.7 12.3 11.4 11.4 11.3 11.5 6 7.1 7.9 7.7 8.2

Cement production -2.5 7.6 3.1 13.1 10.3 14.3 10.7 12.2 6.3 9.7 8.2 11.6 6.1

Economic activity Aug-24 Sep-24 Oct-24 Nov-24Dec-24 Jan-25 Feb-25 Mar-25 Apr-25 May-25 Jun-25 Jul-25 Aug-25

GST e-way bills 12.9 18.5 16.9 16.3 17.6 23.1 14.7 20.2 23.4 18.9 19.3 25.8 22.4

GST revenue 10 6.5 8.9 8.5 7.3 12.3 9.1 9.9 12.6 16.4 6.2 7.5 6.5

Toll collections 6.8 6.5 7.9 11.9 9.8 14.8 18.7 11.9 16.6 16.4 15.5 14.8 12.7

Electricity demand -5 -0.8 -0.4 3.7 5.1 1.3 2.4 5.7 2.8 -4.8 -2.3 2.6 3.9

Fuel consumption -3.1 -4.4 4.1 10.6 2 3 -5.2 -3.1 0.2 0.7 0.5 -3.9 2.6

of which Petrol 8.6 3 8.7 9.6 11.1 6.7 5 5.7 5 9.2 6.8 5.9 5.5

Diesel -2.5 -1.9 0.1 8.5 5.9 4.2 -1.3 0.9 4.2 2.1 1.5 2.4 1.2

ATF 8.1 10.4 9.4 8.5 8.7 9.4 4.2 5.7 3.9 4.3 3.3 -2.3 -2.9

Digital payments - volume 34.9 36.3 40.3 30.1 33.1 33 26.7 30.8 30 29.2 28.3 30.9 28.8

Digital payments - value 16.7 21.5 27.5 9.5 19.6 18.6 9.5 17.3 18.4 12.6 17.4 16.6 5.6

Source: RBI bulletin. 

*Note the data point to 
YoY% growth across 
Indicators, except for 
PMIs 



Disclaimer

Shriram Wealth Ltd. (“SWL”) is a Distributor / Referrer of third-party investment / insurance / other products; all Distribution 
/Referral is done on a non-discretionary basis. SWL is registered as a Mutual Fund Distributor with AMFI (ARN code: 69250) and for 
PMS products with APMI (APRN code: APRN03929). SWL does not provide Investment Advisory services. All investments are 
subject to market and other risks, they are not obligations guaranteed by SWL or any of its affiliates or subsidiaries or by any 
government agency.

This document has been prepared solely for information purposes and does not constitute any offer, solicitation, recommendation 
or invitation to/for purchase or sale of any deposit, fund, security or any other financial or non-financial product, and shall not 
form the basis or be relied on in connection with any contract or binding commitment whatsoever. This document has been 
prepared based on information and data which SWL considers reliable, but makes no representation or warranty, express or 
implied, whatsoever, and no reliance shall be placed on, the truth, accuracy, completeness, fairness and reasonableness of the 
contents of this document. This document may not be all inclusive and may not contain all the information that you consider 
material. Any liability in respect of the contents of, or any omission from, this document is expressly excluded.

Certain information / data / matters discussed in this document may contain historical information & returns, statements 
regarding market opportunities and business prospects that are individually and collectively forward-looking statements. Forward-
looking statements are not guarantees of future performance and are subject to assumptions, known and unknown risks and 
uncertainties that are difficult to predict. These risks and uncertainties include, but are not limited to, the performance of the 
economies of India and of various international markets, the performance of the industry in India and world-wide, competition, 
the company’s ability to successfully implement its strategy, the company’s future levels of growth and expansion, technological 
implementation, changes and advancements, changes in revenue, income or cash flows, the company’s market preferences and its 
exposure to market risks, as well as other risks. The company’s actual results, levels of activity, performance or achievements could 
differ materially and adversely from results expressed in or implied by this document. SWL assumes no obligation to update any 
forward-looking information contained in this document. Any forward-looking statements and projections made by third parties 
included in this document are not adopted by SWL and SWL is not responsible for such third-party statements and projections.

Investment products are subject to market and other risks, resulting in the appreciation or depreciation of the amount invested, 
including the possible loss of the principal amount. Returns are not guaranteed. Past performance is not indicative of future 
results. Returns from investment in products directly or indirectly denominated in foreign currency will also be dependent on the 
exchange rate fluctuations.

All investors are requested to read the Key Information Memorandum (KIM) / Scheme Investment Documents (SID) & Statement of 
Additional Information (SAI) / Term Sheet / Prospectus / all other product information, terms and risks carefully before taking any 
investment (buy / sell) decision. The KIM / SID / SAI for various AMCs and mutual fund schemes is available at: SID: 
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doMutualFund=yes&mftype=2
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