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Current Key Events -

Q

a

US Iran conflict continue to pressure crude oil prices keeping it above 100%$/bl for almost all of April -
2026 and May-2026.

Global bond yields remain elevated, currencies of oil importing nations especially Asian economies
depreciated further.

Shortage of Natural gas, fertilizers, crude etc has affected global inflation dynamics, with importing
countries witnessing price pressures.

Gold Prices remain volatile amidst geopolitical tensions ranging between ~$4500-4700/ounce.

Fed in its May-2026 monetary policy meeting kept the fed fund rate unchanged. Fed’s forward-looking
view on inflation and West Asia crisis reflected a divergence from any rate cutting policy in 2026.

India Wholesale inflation jumped to 8.3% y/y highest in last 42 months led by increase in global
commodity prices.

India’s 10-year benchmark yield inched higher towards 7.10% in May-2026 led by high brent prices and
elevated global rates.

RBI has projected GDP growth at 6.9% in FY27 vs 7.6% in FY26, whereas inflation is expected to be
higher at 4.6% in FY27 vs 2.1% in FY26.

INR continued to depreciate further to ~96.3, as India’s import bill and over-all of balance of payment
raises risks.

—— Source: BBNPP Research, Data as on May 19, 2026
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Global Economy
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Global Monetary Dynamics

FOMC

G:ed kept the federal funds Q

unchanged at the 3.5%-3.75%
target range in April 2026.

1 Fed members seem to be
divided in future policy decisions.

U Meanwhile, Powell to remain Fed
governor after his Chair term
ends.

U Middle East escalations -
heightened uncertainty about the
economic outlook.

O Our view is Fed to remain on hold
for future policies unless the

\\current West Asia crisis worsery

~

Bank of Japan

U The Bank of Japan kept the
short-term policy rate steady at
0.75% in April 2026 meeting.

U Middle east conflicts signaled
inflation risks leading to hawkish
stance.

U Rising fuel costs — Leading to

upward prices projections.

U June Rate hike on cards due to
escalating middle east crisis.

N

~

U Eleventh straight months of
no rate change by PBOC.

U Deflationary pressures ease
in China as middle east war
pressure prices.

U Policy to remain
“supportive” and
“‘moderately loose” — Growth
supportive policy.

O Yuan one of the few
currencies to appreciate
against dollar.
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Rising Global Yields

Global 10 year yields Global 30 year yields
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O US 10-year benchmark yield hovered around 4.6% and US 30 year touched a multi year high of above 5%.

U Elevated US yields due to Middle East conflict accelerating US inflation ruling out Fed’s rate cuts this year.

O Japan too witnessed historically high yields, with its 30-year bond yield overpassing the 4% mark.

O Inflation concerns and elevated debt levels have become the key reason for rising global rates.
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China an odd one out !

USD/CNY . _
China's Trade Win
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e |MpoOrts === China Exports

The yuan has been one of the best-performing currencies since the Iran war began.

China remained resilient to the energy shock, shielded by vast commodity reserve and expansion into

renewable energy.
Yuan’s current appreciation story is opposite of the depreciation witnessed during the Russia Ukraine war.

The key implication of yuan appreciation is that exports from China become expensive and that is

inflationary for global goods markets.
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Oil Markets and Supply

O The Strait of Hormuz disruption has removed at
least 10% of global oil supply.

The adjustment has four channels:

« erase the expected surplus;
draw down stockpiles;

pump more elsewhere; or

destroy demand by using less energy or switching

away from oil.

The alternate infrastructure or the current bypass
architecture appears to be capable of cushioning
the shock rather than eliminating structural
dependency on Hormuz itself.

The most notable change has been US crude
exports, which recorded an all-time weekly highly

crude exports.
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Crude Oil Exports

Crude oil export volumes (miflion barrels per day — mb/d)
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Source: Bloomberg, StanC, BBNPP Research, Data as on May 11 2026
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Asian PMI reflect inflationary pressures but still holding up

Korea Thailand Korea

Date Australia China India Indonesia Japan Malaysia Ph'“zpme

Apr-25  51.7

~

Two  months

‘a

MayQS 51 51.2 49.8 ink)the NﬁdC“e
Jun-25 = 50.6 50.4 51.7 48.9 East conflict,
Jul25 513 495 49.7 509 519 524 Asian

economies
Aug-25- 50.5 49.9 50.8 = 483 52.7 50.4 PMI indicator
Sep-25 514 512 49.8 499 507 546 504 showed

resilience, but
the surveys

Oct-25 - 50.6

49.5 50.1 49.4

Nov-25  51.6 49.9 48.7 50.1 49.4 reflect, energy

Dec25 516  50.1 50 501 502 50.1 shock has
started

Jan-26 = 523 50.3 51.5 50.2 52.9 51.2 52.7 52.5 pressure input

Feb-26 51 535 prices and
overall

Mar-26 54.1 51.2

d d.
52.7 50.5 \ e J

Apr-26
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Domestic Economy
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India’s Structural problem!

NET IMPORTS (in USD Billions)
SHARE OF TOP ITEMS IN INDIA'S IMPORT BASKET

Machinery & Engineering Goods -114.87

Textiles & Apparel -29.52 .
Agriculture & Food Products -18.82 =
Consumer Goods & Leather Products -5.12 1
Chemicals and . . ) .
Pharmaceuticals Mineral Fuels and Construction & Industrial Materials -4.03 1
P |
10% et;goz um Chemicals & Pharmaceuticals I 4.62
Ores & Minerals I 833
Paper Wood & Forest Products I 9.04
Plastics & Rubber B 1447
Gems, Jewellery & Transport Equipment Bl 30.89
Precious Metals r—
17% Electronics and Electrical Metals & Metal Products 48.65
Equipment Gems, Jewellery & Precious Metals I 7426
32% .
Mineral Fuels & Petroleum I [46.62
Electronics & Electrical Equipment I 149.08

India’s total imports stood at ~$733billion in FY26, while exports are around $420billion in FY26, resulting in a net import burden
exceeding $313 billion.

Out of which India imports crude oil (27.62%), electronics (26.85%), precious metals (13.96%),

However, the moment geopolitical instability disrupts energy markets or global supply chains, India’s vulnerabilities begin to
surface rapidly through higher import bills and inflation, pressuring the rupee,

Current crude oil shock is already pressuring the current account with high import bills.

In April 2026, India’s import number jumped to 10% y/y to US$71.9 bn driven by oil imports rising 53% m/m, reflecting spike in
crude prices and gold imports rising 82% yly.
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Source: RBI, Data as on May 18t , 2026
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Higher Brent And Gold Prices seeping into domestic economy

O The increase in brent oil prices and
elevated gold prices reflect current West
Asia crisis and evolving geopolitical

tensions.

O India’s petroleum import value tracking the
global crude prices showed a sharp pickup
in crude imports.
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BRENT AND GOLD PRICES
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India’s External Headwinds
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Foreign Exchange Reserves

The FPI trend shows a sharp shift, India recorded strong net inflows in 2024, however, the trend
reversed in 2025 and CYTD 2026, with net outflows.

Rising global uncertainty, elevated oil prices, geopolitical tensions, and higher global interest rates
have led foreign investors to pull capital from emerging markets, creating pressure on India’s capital
account and the rupee.

Source:NSDL, RBI, Data as on May18th , 2026
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Currency Pressures to remain ?

Rupee and Rates / \
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India’s 10-year bonds are running above 7%, but we continue to witness INR depreciating as low as 96.3.
The above chart depicts narrowing of spreads between India and US benchmark yields thus reducing any
carry advantage which was attached to the rupee.

The spreads have declined after Russia Ukraine war. Global rates for most economies like US and Japan
have seen a shift during the same period reflecting a structural shifts of global rates.

Therefore INR is expected to witness depreciating pressures until the current West Asia crisis settles and
brent prices reflect the true demand supply equation rather than shocks.

Source: Bloomberg, BBNPP Research, Data as on May 14, 2026
Together for more 21/05/2026 13
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Wholesale Prices reflect Middle East war pressures

Whole Sale Prices Flare up!

150.0 ) 170.0
140.0 Pass through of global commodity prices in domestic
wholesale prices sharper in 2026 vs 2022 led by 160.0
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Wholesale inflation flared up by 8.3% y/y in April-2026 highest in last 42 months, led by sharp & broad-based
upturn in fuel prices and persistently elevated global metal prices.

The direct linkages of global commodity prices to domestic wholesale prices has led to an immediate pass-
through, and thus a sharp build-up of price pressures at the producer level.

q Source: Bloomberg, BBNPP Research, Data as on May 14, 2026
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Domestic Inflation — Prone to upside risks

U Headline CPI picked up marginally to 3.5% yly in

CPI Inflation Categories MoM YoV April-2026 from 3.4% in March-2026.
Items Weights  Apr-26 Mar-26  Apr-26  Mar-26 | O |nflation largely contained with moderate increase
All Items 100 0.27% 0.26% 3.48% 3.40% in food prices and limited pass through of hlgher
fuel prices.
Food & Beverages 36.75 0.22% 0.24% 4.01% 3.71%
Milk, other dairy products and 298 028% | 021% | 3.129% 3.01% EIAddl.tlona.IIy prgmous rr.1etals. like gold and silver
eges declined in April-2026 vis a vis March-2026.

Oils and fats 2.74 9.23% 7.81%

O We expect food prices to increase selectively and

Fruits and nuts 3.7 7.87% 7.27%

not broad based.

Vegetables, tubers, plantains,

o 0, - 0, 0, 0, . . . .
cooking bananas and pulses 6.82 1.05% | -2.42% | 2.28% LY (] Retail petrol and diesel prices were hiked by Rs. 3

each, in May-2026, imply a limited pass through of

Paan, Tobacco and Intoxicants 2.99 0.85% 0.87% 4.77% 4.23% ~15-20bps.
Clothing and footwear 6.38 0.43% | 0.25% 2.81% 2.74% . . . ,
U We expect another hike of retail fuel prices if
Electricity, gas and other fuels 5.36 0.69% 1.64% crude oil prices don’t soften.
LPG Cylinder and Piped Natural 1.98 Ry 1 We expect FY27 CPI inflation to average around
Gas o .
5.2-5.4% yly as our base case scenario of the
Petrol 4.49 0.07% 0.04% . . - .
expectation that the West Asia crisis persists no
Restaurants and accommodation 335 4.20% 2.88% longer than H1 FY27.

services

Q If war persists for longer than the base case,

Gold /Diamond /Platinum Jewelry 0.62 40.71% | 45.88%

inflation is expected to remain above 6% level in
H2 FY27.

q Source: Bloomberg, BBNPP Research, Data as on May 12, 2026
% Barada “- h 21/05/2026 15
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Government Measures amidst the chaos!

Crude Import Cost vs Refined Product Export Prices

140.00
To protect the rupee and manage downward pressure on foreign
exchange reserves, the Government and the Reserve Bank of
India (RBI) have deployed a series of measures — 120.00
Q Curbing Non-Essential Imports: Policymakers are targeting 100.00
the current account deficit (CAD) by considering curbs on 8
non-essential imports like increase in gold duty from 5% to ;E:
15%. 2  80.00
Austerity and Energy Conservation: Appeals have been g
made to reduce non-essential foreign travel and promote fuel g 60.00
. 0o m .
conservation to lessen the dollar demand from oil imports. A
Boosting Capital Inflows: To attract stable foreign capital, o

experts and officials are exploring options to ease External 40.00
Commercial Borrowings (ECBs) and offer higher-yield
diaspora and NRI deposit schemes.

Tax on refined petroleum exports - India reimposed a 20.00

Special Additional Excise Duty (SAED) on petroleum exports

to control domestic supply and capture windfall profits amidst 0.00

volatile global energy prices. 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26

Crude Oil FOB Price (Indian Basket)
PETROL FOB INTERNATIONAL PRICE
= DIESEL FOB INTERNATIONAL PRICE

Source: PPAC, BBNPP Research, Data as on May 14, 2026
Together for more 21/05/2026 16
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Fixed Income Markets Outlook

The Indian fixed Income market last month experienced significant volatility across segment primarily shaped
by a major geopolitical conflict in West Asia, which spiked crude oil having its ramifications on INR as well as
global yields.

In midst of this global turmoil and uncertainty, RBl announced its monetary policy guiding the market on its

rate, inflation and growth projections.

The major driver for most of the parameters was the movement in brent prices which moved in the range of
$95 to $118 on news of settlement and disagreements between US and Iran.

The rise in prices also increased speculation about increase in local energy prices and its indirect impact,
especially post poll in couple of states.

. . o
Brent$/bl India Sovereign Curve %
125 8
115 7.5
105 7
95
6.5
85
75 6
65 5.5
55 5
Jan-26 Jan-26 Mar-26 Apr-26 May-26

3M 6M 9M 1Y 2Y 3Y 4Y 5Y 6Y 7Y 8Y 9Y 10Y12Y13Y15Y20Y30Y40Y50Y
=@=Apr-26 ==0=Mar-26 Dec-25 Mar-25

Source: Bloomberg, Internal Research, Data as on April 30t , 2026
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Fixed Income Markets Outlook

U Corporate bonds and SDL witnessed similar trends during the month as G-sec curve in light of
continued supply and muted demand in light of the above factors.
U The spread for long G-sec ( esp. above 25 years) contracted following reduced supply in light of the

fact that the 10-year benchmark continued its upward journey during the month.

U Corporate bonds mainly in the 1-to-3-year maturity bucket were seen in demand as most of the fund
managers preferred such bonds due to attractive accruals and lesser duration impact in a rising yield
scenario.

India Curves

7

4.5
™M 2M 3M 6M 9M 1Y 2Y 3Y 4Y 5Y 6Y 7Y 8Y 9y 10y 12Y 13Y 15Y 20Y 30Y 40Y 50Y

G-sec (O] AAA PSU

Source: Bloomberg, Internal Research, Data as on May-15th , 2026
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Fixed Income Markets Outlook

LAt the shorter end, the curve witnessed some easing in levels up to 6 months following the March end
phenomena and due to liquidity coming back to the banking system. As we moved towards one-year
segment we witnessed overall stiffness in the levels above 7% following supply and other factors
impacting overall yield curve.

UThe Indian Rupee (INR) underwent extreme volatility in April 2026 and May-2026 -, driven by
geopolitical shocks in West Asia and persistent global dollar strength.

L The currency hit a historic low of Rs 96.35 per US Dollar, marking a steep 12% decline over a 12-
month period. The Indian Rupee faced severe depreciation pressure, crossing the Rs 93-96 per dollar
mark, which further incentivized the RBI to stay vigilant on liquidity and forex interventions.

Outlook:

Going ahead, structural tailwinds like global index inclusion persist, the market faces immediate pressure
from a record borrowing calendar and geopolitical volatility. We recommend a barbell approach
recommending core allocations in short-maturity bonds and money market instruments from accrual
and spread perspective, while tactically positioning in long gilts and SDLs for any alpha generating
opportunities.

Source: Bloomberg, Internal Research, Data as on May 19t | 2026
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Disclaimers

In the preparation of the material contained in this document, Baroda BNP Paribas Asset Management India Ltd. (“AMC”)
has used information that is publicly available, including information developed in-house. The AMC, however, does not
warrant the accuracy, reasonableness and/or completeness of any information. This document may contain
statements/opinions/ recommendations, which contain words, or phrases such as “expect’, “believe” and similar
expressions or variations of such expressions that are “forward looking statements”. Actual results may differ materially
from those suggested by the forward looking statements due to risk or uncertainties associated with our expectations with
respect to, but not limited to, exposure to market risks, general economic and political conditions in India and other
countries globally, which have an impact on our investments, the monetary and interest policies of India, inflation, deflation,
unanticipated turbulence in interest rates, foreign exchange rates, equity prices or other rates or prices, etc. The AMC
(including its affiliates), Baroda BNP Paribas Mutual Fund (“Mutual Fund”), its sponsor / trustee and any of its officers,
directors, personnel and employees, shall not liable for any loss, damage of any nature, including but not limited to direct,
indirect, punitive, special, exemplary, consequential, as also any loss of profit in any way arising from the use of this
document in any manner. The recipient alone shall be fully responsible / liable for any decision taken based on this
document. All figures and other data given in this document are dated and may or may not be relevant at a future date.
Prospective investors are therefore advised to consult their own legal, tax and financial advisors to determine possible tax,
legal and other financial implication or consequence of subscribing to the units of the schemes of Baroda BNP Paribas
Mutual Fund . Past performance may or may not be sustained in the future and is not a guarantee of any future
returns. Please refer to the Scheme Information Document of the schemes before investing for details of the scheme
including investment objective, asset allocation pattern, investment strategy, risk factors and taxation. The information
should not be construed as an investment advice and investors are requested to consult their investment advisor and
arrive at an informed investment decision before making any investments.

MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS, READ ALL SCHEME RELATED DOCUMENTS
CAREFULLY.

W
BNgéI'”;\ aRdlgA S f; Together for more 20

MUTUAL FUND




	Slide 1: Monthly Macro & Market Insights
	Slide 2: Current Key Events - 
	Slide 3
	Slide 4: Global Monetary Dynamics
	Slide 5: Rising Global Yields
	Slide 6: China an odd one out !
	Slide 7: Oil Markets and Supply 
	Slide 8: Asian PMI reflect inflationary pressures but still holding up 
	Slide 9
	Slide 10: India’s Structural problem!
	Slide 11: Higher Brent And Gold Prices seeping into domestic economy 
	Slide 12: India’s External Headwinds
	Slide 13: Currency Pressures to remain ?
	Slide 14: Wholesale Prices reflect Middle East war pressures
	Slide 15: Domestic Inflation – Prone to upside risks
	Slide 16: Government Measures amidst the chaos!
	Slide 17: Fixed Income Markets Outlook
	Slide 18: Fixed Income Markets Outlook
	Slide 19
	Slide 20: Disclaimers

