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We are not makers of history; we are made by history.

Martin Luther King Jr.

INDIA'S RETAIL INFLATION DIPS TO MORE THAN 8-YEAR LOW,
WHOLESALE INFLATION SOFTENS

India’s retail inflation which is measured by the change in the Consumer Price Index (CPI),
eased to 1.54% YoY in September from a two-month high of 2.07% in August. It is the lowest
YoY inflation reading since June 2017. The inflation print dropped below the lower end of RBI’s
tolerance range of 2%-6% for the second time in three months so far this fiscal year. The
average inflation for H1FY26 stood at 2.20%, compared to 4.55% in H1FY25.

Food inflation, the largest component of the Consumer Price Index (CPI), decreased by 164
basis points to -2.28% in September from -0.64% in August, marking the fourth consecutive
month in the negative territory. It is the lowest recorded food inflation since December 2018.
The decline in retail inflation and food inflation can be attributed to slowdown in inflation of
vegetables (-21.38%), pulses and products (-15.32%), spices (-3.07%), cereals and products
(2.06%), meat and fish (2.15%), milk and products (2.51%) and eggs (2.76%).

Inflation is expected to undershoot the RBI's downwardly revised projection of 2.6% for FY26
due to GST rationalisation, better supply conditions, and favorable monsoon for the rabi
season.

Wholesale inflation moderated to 0.13% YoY in September from a 4-month high of 0.52% in
August. This can be attributed to steep drop in prices of vegetables (~24% YoY) followed by
decline in fuel prices. The average inflation for H1FY26 stood at 0.18%, significantly lower than
H1FY25 (2.07%).

Inflation for manufactured products, the largest component in the WPI basket, eased to 2.33%
YoY in September from 2.55% in August. The fuel and power segment recorded a deflation for
the sixth consecutive month at 2.58% in September. Moreover, the deflation for primary articles
segment moderated to 2.1% in September against 3.32% in August. A favourable base effect
could push the WPI back in deflation in October.
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INDUSTRIAL OUTPUT GROWTH AT 3-MONTH LOW LED BY SLOWDOWN IN
MINING & ELECTRICITY

India’s industrial output, which is measured by the Index of Industrial Production (IIP), fell to a
3-month low of 4% YoY in September. The softer reading can be attributed to contraction in the
mining sector and slowdown in electricity sector driven by heavy rainfall in some parts of the
country. The mining sector growth declined to -0.4% YoY in September from 6.6% in August
while the electricity sector output moderated to 3.1% YoY in September from 4.1% in the
previous month.

In contrast, Manufacturing sector output, the largest in the IIP basket, rose to 4.8% YoY in
September. Within the sector, 13 of 23 industry groups recorded improvements with notable
growth basic metals (12.3%), electrical equipment (28.7%), and motor vehicles, trailers and
semi-trailers (14.6%). The GST rate cuts and festive demand is likely to have a positive impact
on the manufacturing output thereby driving the IIP growth in October.

As per the use-based classification, the top three contributors to IIP growth in September are
Intermediate goods (5.3% in September vs. 5.2% in August) Infrastructure/construction goods
(10.5% vs. 10.4%), and Consumer durables (10.5% vs. 3.5%). For H1FY26, IIP grew at 3.08%,
considerably weaker than 4.1% in HTFY25.



Index of Industrial Production, lIP (YoY %)
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NET GST REVENUE GROWTH SOFTENS, GST RATE CUT IMPACTS

The Centre’s gross GST revenue in October rose 4.6% YoY to INR 1.96 lakh crore, mainly driven
by import-related collections (up 12.8%). However, net GST revenue, which is the difference
between Gross GST on sales and Input Tax Credit (GST paid on purchases/expenses), grew at
the slowest pace in FY26, by 0.6% YoY, as revised GST slabs led to postponement of supplies
(although it reflects a partial impact of the GST rate rationalisation). The absolute net GST
collections stood at INR 1.69 lakh crore, the third-highest monthly collection in FY26.

Maharashtra, Karnataka, Gujarat, Tamil Nadu, and Haryana contributed more than 40% to gross
GST revenue.

India’s GST Collection (INR Lakh Crore)
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INDIAN RAINFALL AT 108% OF LPA, IMPACTS KHARIF CROPS

The southwest monsoon in India ended the season (as of September 30) with a cumulative
rainfall of 108% of long period average (LPA), which was almost similar to 2024 but affected
key crop-growing regions across the country. The CRISIL Rainfall Distortion Index (RDI) laid out
the facts clearly with their Rainfall Distortion Index (RDI), measuring the spatial spread and
intensity of abnormal rains in kharif-growing areas. RDI reached 18.7 for the 2025 southwest
monsoon season, which is the highest positive value in 14 years, depicting a major spatial
skew, compared with 17.9 in 2024 and a 5-year average of 9.9. A higher positive index value
indicates a greater geographical spread and quantum of excess rainfall.

As per CRISIL, 58% of India’s kharif-growing regions (Rajasthan, Punjab, Haryana, Telangana)
experienced excess rainfall, which is significantly higher than 42% in 2024. Major affected
crops include cotton and rice. However, the southwest monsoon trends bode well for rabi crops
as they benefit from surplus moisture and highly rely on irrigation. Experts predict India could
witness its third consecutive successful harvest if other factors work in favour of the rabi
season.

Summary of Southwest Monsoon, 2025 (Region-wise & Month-wise)

Region-wise Rainfall (June to September)

. Actual Rainfall for 2025
Long Period

Region Average (LPA) Rainfall Rainfall
(mm) (mm) (% of LPA)
108

All India 868.6 937.2
Northwest India 587.6 747.9 127
Central India 978.0 1125.3 115
East & Northeast India 1367.3 1089.9 80

Month-wise Rainfall (June to September)

Actual Rainfall for 2025
LPA (mm) Rainfall Rainfall
(mm) (% of LPA)
109

June 165.4 180.0
July 280.5 294.1 105
August 254.9 268.1 105
September 167.9 193.6 115

Source: IMD
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CRUDE OIL PRICES - DOWNSIDE BIAS REMAINS

Crude oil prices are continuously in a tussle between the end of a prolonged US government
shutdown and concerns over global oversupply. This caused prices to remain nearly flat at the
end of October ($65.07/bbl). Optimism brewed that the over 40-day-long US shutdown would
bring back the investors’ risk appetite to the market. Ending the shutdown will result in the
recovery of demand from the world’s largest oil consumer. Amid these developments, the
Organization of the Petroleum Exporting Countries and its allies, or OPEC+, added to
oversupply concerns by announcing an increase in oil supply, although modestly, by 137,000
barrels per day (bpd) for November and December. Notably, the oil cartel has hiked output by
2.7 million bpd since April but slowed the pace of output hikes in October and November.
Moreover, US inventories continue to pile up. In the week ending October 31, crude inventories
in the US surged 5.202 million barrels. Due to a modest global growth outlook, geopolitical
tensions, and a rise in OPEC/non-OPEC output, the downside bias remains strong despite a few
upticks due to factors such as arise in Chinese imports, among others.

Crude Oil Prices (Brent)
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Purchasing Manager’s Index

Manufacturing:

| Countries | Sept2025 [ Aug2025 |

India 57.7 J, 59.3

us 52.0 |, 53.0

UK 46.2 |, 47.0

Eurozone 49.8 |, 50.7

China 51.2 50.5

Japan 48.5 |, 49.7

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

Services:
| Countries | sept2025 | Aug2025 |
India 60.9 |, 62.9
us 54.2 | 54.5
UK 50.8 |, 54.2
Eurozone 51.3 50.5
China 52.9 | 53.0
Japan 53.3 53.1
Note: A reading below 50 indicates contraction and above indicates expansion in output.
Monthly Data Snapshot
Currencies US Bond Yields (%)
EUR/USD 1.15 1.17 US 30-yr Treasury 4.66 4.73
GBP/USD 1.32 1.34 US 10-yr Treasury 4.10 4.15
USD/INR 88.74 88.81 US 2-yr Treasury 3.61 3.60
USD/CNH 7.12 7.13

1y Forward Premia (%) 2.17 2.31

Commodities (USS)

Crude Oil (per barrel) 65.07 67.02
Natural Gas (per MMBtu) 3.42 3.12
Gold (per ounce) 4,002.28 3,858.51
Silver (per ounce) 48.67 46.70
Copper (per pound) 4.99 4.81

Source: Refinitiv
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