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What we cover this month?

O Will dollar continue the strength?

US Economy - Signs of Changing UST- USD relationship

Q India — Liquidity, Growth and Inflation

U RBI Rates and Liquidity

Outlook!
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Key Events in April- May-2025

O RBI reduced the repo rate by cumulatively by 50bps to 6.00% from 6.5% in Feb-25 and April-25
policy.

Q US tariffs lowered for China, but still remain higher than before.

0 US Fed meeting delivered a pause after the uncertainty around US inflation and US tariffs.

O RBI on cumulative basis infused ~2.45 trn in FY26 through liquidity measures.

O India’s 10-year benchmark yield softened lower than 6.3% led by RBI's rate cutting cycle and
durable liquidity infusion.

O India Inflation has softened further to 3.2% in April-25 led by declining food prices.

q Source: BBNPP Research, Data as on May,20, 2025
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Global Trade — Moderated Volumes

Global PMI new exports orders
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Source: S&F Glabal Market Inlelhgence, S&F Global PMI surveys with J P. Maorgan

© 2025 S&FP Global.

 Weaker current market conditions combined with rising levels of economic uncertainty and trade volatility

had a noticeable impact on business confidence during April.
+ Sentiment fell to a near five-year low, with weaker outlooks in the US, the Euro area and China.
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Source: S&P Global Market Intelligence, Data as on May,15, 2025
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US - US Uncertainty and Global Risk Reversion

US Economic uncertainity and volatility

US tariffs
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Rising policy uncertainty, shifting growth patterns and volatile investor sentiment mark a changed
investment paradigm.

While trade policy details may vary across trade partners, broader implications should be more uniform:
rising costs, potentially slowing growth, and stickier inflation.
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Source: Bloomberg, Data as on April,30, 2025
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Dollar decline — A sneak into the past ?

Dollar — Yen Movement
The plaza accord
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US trade concerns reflects in the dollar decline. But past reflects that not all currency competitiveness
leads to higher trade balance.

The latter also reflects US fiscal situation and expected inflationary problems if the tariffs remain
elevated.

Source: Bloomberg, Data as on May,15, 2025
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Does the dollar depreciation solve US problems?

200 US Trade Balance Value billions of dollars
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Post the plaza accord, US deficit trade balance reduced, although not in the way initially intended.

While it successfully weakened the dollar, leading to a decrease in the US trade deficit with some countries it largely failed to
address the primary objective of reducing the trade deficit with Japan.

The underlying structural issues of the trade deficit, such as low private savings and high government borrowing in the US,
remained unaddressed.
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Source: Bloomberg, Data as on May,15, 2025
w

%j BNE?:’;\OggAS - Together for more

26/05/2025 8
MUTUAL FUND



The USD- depicting cooling US economic strength, UST- Depicts
changing winds!

Changing US Debt Ownership in $ Billions
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« The USD-UST duo has recently been moving in tandem with the duo rising and falling parallelly.

The reasons can be attributed to uncertain US economic strength and trade policies and decreasing
reliability post the Russia Ukraine war in US treasuries.

USD-UST - ~
I;
120 | le
110 1°
100 4
90 I3
| 12
80 1
70 : lo
$ P K S &P F P ® & N IR IO JCI) I N -4
A 5y ~\ ~\ ~\ % A NN Y ~\ ~\ ~\ N Y A ~\ ~\ ~\ ﬁ N Y \\ N Y ﬁ ﬁ % A ~\ ~\
@’b @’b @’b @‘b @’b @’b @’b @’b @’b @’b @’b @'b @'b @’b @’b @‘b @’b @'b @'b @'b @‘b @’b @‘b @’b @’b @‘b @'b @’b @’b @’b @’b
Dollar Index (LHS) e JS 10 - Year Benchmark yield (RHS)

Source: Bloomberg, Data as on May,20, 2025
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US Yields — A trend of ups and downs

US 10 year benchmark yield

US rates softened as declining
inflation and a fed rate cutting
cycle expectations grew.

Apr-24 May-24 Jun-24 Jul-24 Aug-24 Sep-24 Oct-24

v

Fed began its rate cutting cycle, with reducing fed fund is becoming a base case

rate by 25bps in Sep-24.

f

Inflation remains a key concern for FED. A
stickier inflation print in Feb-25, added to
the concerns on Trumps policy uncertainty.

Nov-24 Dec-24 Jan-25 Feb-25 Mar-25 Apr-2t

v

Donal Trump tariff threats
raise inflationary fears for
US economy. The case for
stagflation in US economy

scenario.

o _/

Past performance may or may not be sustained in future and is not a guarantee of any future return

Source: Bloomberg, Data as on May,15, 2025
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Summary of Events and Our View

US Inflation to be a key watch, Why?

FOMC rate cutting cycle to proceed cautiously after Trump tariffs and implying spillovers on inflation.
Quantum of rate cut to come down and even the possibility of no cut if inflation heats up further.
The actual impact on growth and inflation is yet to pan out and will be a key watch.
Emerging Markets growth — Economic outlook defined by divergence and currency pressures to remain
China’s economy to be supported by stimulus both fiscal and monetary further adding pressure to yuan and

other EM currencies.
The USD and EM FX — Global FX vulnerable to tariffs, weaker trade, and higher US rates

Our View- We expect dollar index to weaken further—
= High US Debt calls for a weak dollar
= US CPI — watchful on any transmission of tariff hikes

Source: BBNPP Research, Data as on April 25, 2025
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Domestic Economy
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INR in lac crore

Liquidity — In spirit of the stance!

LAF and MCLR
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Banking and durable liquidity are currently comfortable, and financial conditions have significantly eased i
past four months.
RBI announced OMO purchase of INR 1.25tn for the month of May-25, taking total OMO purchase in FY26 tc

INR2.45tn.
RBI liquidity management is focused on faster and more effective transmission of rate cuts.
Going ahead, we expect cash balances to rise sharply driven by the RBI dividend and GST collections.
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Source: Bloomberg, RBI Data as on May,15, 2025
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Lower brent prices seep into basket price!
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On average, crude oil accounts for 48% of India’ annual goods trade deficit.

Commodities with direct exposure to crude oil prices have a 4.4% weight in the CPI basket (gasoline and
diesel weight: 2.3%).

The sharp drop in crude oil prices has important implications for India’s various macroeconomic
parameters.

m— Source — Bloomberg, RBI, Data as on 14.05.2025
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Domestic Inflation — Food driven respite!

CPI Contributors Headline Inflation
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The softening of food basket is a welcome development for headline inflation.

Looking forward, the inflation trajectory remains positive and aligns with RBI’'s target range, we estimate
inflation to average around 4-4.2% in FY26, with expectations of a normal monsoon based on IMD’s first

projection.

Secondly, there is a weak global outlook that caps crude prices to limited volatility. Current decline crude
prices remain positive for India’s import inflation. Inflation at 3.16% builds an argument for deeper rate cuts.
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Source: Bloomberg, Data as on May 13, 2025
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Production activity reflects sluggish growth!

Core Industries Production YoY%
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Production activity remained sluggish and lower than the long term average in March-2025.
The slowdown was led by refinery, crude oil and natural gas output, contracting sharper than seasonal

decline.

Capital intensive production sectors like steel and cement continue to perform with thrust still on capex.
India’s growth still remains sluggish in pockets of the economy visible in the above industries.

The sector(s)/stock(s) mentioned in this document do not constitute any recommendation of the same and Baroda BNP Paribas Mutual Fund
may or may not have any future position in these sector(s)/stock(s).

— Source — Bloomberg, RBI, Data as on 20.05.2025
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Decoding Yield Signals

Economic activity remains a fragile spot as external environment remains

Growth :
volatile.

Inflation trajectory looks optimistic with a few bumps, we expect inflation to

Inflation average at 4.1% Y/Y in FY26.

Recent measures by RBI has effectively tackled the deficit liquidity

Delinesis Higuizly conditions and is in surplus mode.

Government’s outlook on fiscal consolidation remains positive for the bond

Fiscal Health
markets.

RBI MPC delivered another rate cut of 25bps, bringing down the repo rate to

RBI Monetary Policy 6.00%

Concerns on global economic outlook is visible in declining brent prices and

Global Commodities . .
softer commodity prices.

Global Monetary pivot has begun, tracking global inflation and growth

Global Monetary Policy Stance d :
ynamics.

- -

m— Source — BBNPP Research, Data as on 22.05.2025
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Fixed Income Outlook

. Global monetary policy dynamics have started witnessing bumps in their path to recalibrate the monetary rates.
. The decline in the dollar index and US growth will be a key watch.

. Trumps tariff threats and spillovers on currencies is the existing risk that is driving the markets volatile.

. On the domestic front, evolving growth dynamics have taken center stage.

. RBI’s forward guidance and the rate cut gives us the confidence on growth supported future policy expectations.
. Recent softening in domestic inflations paves the way for RBI to take calibrated policy decisions.

. Having said that external headwinds continue weigh on INR which will have spillovers over domestic liquidity.

. RBI has been and is expected to continue infusing liquidity through OMO, FX swap in essence of the monetary policy
stance.

. RBI’s dividend is expected to keep the domestic liquidity in surplus.

. Irrespective of the tools, liquidity measures are expected to have an impact on the short end of the curve.
. The spreads on the short end are elevated and current liquidity expectations make them attractive.

. Recent moves by RBI give us confidence that liquidity will be managed in spirit of the stance.

. Having said that, the fundamentals of India’s fiscal demand supply remain balanced and that is expected to maintain a
downside bias on yields.

Past performance may or may not be sustained in future and is not a guarantee of any returns Returns do not take into account the load, if
any. Returns are for growth option. Different plans shall have a different expense structure. The performance details provided above for
Hybrid Funds are for regular/distributor plan and the performance for Debt Funds are for direct plan.

m— Source — Bloomberg, RBI, Data as on 22.05.2025
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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.

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