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April 2026 Outlook

India's manufacturing activity remained subdued, after slipping to its lowest level 
in nearly 4.5 years, as gas shortages triggered by the Iran war and shutdown of the 
Strait of Hormuz lead the government to impose emergency measures and 
rationed gas supplies to prioritize households.

The “goldilocks period” highlighted by the RBI Governor could come under strain 
if the West Asia conflict prolongs, given its potential adverse impact on India's 
growth, inflation trajectory, fiscal position and external balances.

The RBI MPC is likely to navigate challenging trade-offs amid the energy price 
shock from the Iran war, with policy expected to remain cautious abstaining from 
aggressive rate hikes.

The rupee remains under pressure after slipping to an all-time low against the US 
dollar, weighed down by elevated oil prices, a stronger dollar, and the lack of 
progress on the West Asia conflict. Pre-existing stresses from widening external 
imbalances and persistent capital outflows have been exacerbated by the surge in 
crude prices, prompting the RBI to intervene with regulatory measures to curb 
excessive speculation and maintain stability.

Economic Market Outlook

Look back at the month (March 2026) 

Inflation firmed up during the month, with Consumer Price Index (CPI) inflation 
rising to 3.2% YoY in February 2026 from 2.7% in January, led primarily by higher 
food prices, especially meat, fruits, spices, edible oils and vegetables.

Government borrowing plans for H1FY27 were pegged at `8.2 trillion, 
accounting for about 51% of FY27's gross borrowing target of ̀ 16.1 trillion; after 
redemptions, net borrowings stand at ̀ 5.7 trillion.

To ease the inflationary impact of higher fuel prices due to the Middle East 
conflict, the Central Government of India cut excise duties on petrol and diesel by 
`10 per litre. While this will lead to some revenue loss, impact on the fiscal deficit is 
expected to remain limited.

Globally, the US Federal Reserve held policy rates unchanged, in line with market 
expectations, while acknowledging heightened macroeconomic uncertainty 
driven by the Middle East conflict, persistent inflationary pressures, and early 
signs of softening in the labour market.

Fed Chair Jerome Powell reiterated the Fed's data-dependent approach, 
flagging concerns around sticky inflation and geopolitical risks; given that the 
decision matched expectations, it was largely viewed as a non-event by financial 
markets.

April 2026 Outlook

Look back at the month (March 2026)

Equity markets weakened sharply as escalating West Asia tensions unsettled 
global risk sentiment, heightened concerns around energy prices and supply 
disruptions, and triggered broad-based selling, pulling the Nifty 50 index down 
11.3%, while the Nifty Midcap 150 index fell 11.1% and the Nifty Smallcap 250 
index declined 10.0% during the month.

The global risk environment remained tense as the intensifying West Asia conflict 
heightened concerns around energy security and potential supply disruptions.

Focus stayed firmly on the Strait of Hormuz, through which nearly 20% of global 
oil supply flows, with rising tensions fuelling fears of shipping delays, supply 
interruptions and higher transportation costs thereby keeping energy markets 
volatile and global financial sentiment cautious.

Foreign Institutional Investors (FII) turned net sellers with outflows of `1,17,775 
crores.

Bond yields are expected to remain elevated after a volatile March, during which 
the domestic 10-year G-sec yield moved between 6.65%–6.85% and touched 
7.00% in the final week, while the US 10-year Treasury yield inched up from 4.20% 
to 4.40%, largely reflecting risk aversion driven by the West Asia conflict.

Yield pressures may persist amid continued INR weakness and supply-chain 
disruptions, which could keep inflation and borrowing costs biased upwards.

Systemic liquidity remained tight during March due to advance tax payments and 
GST outflows; however, conditions are expected to ease gradually with year-end 
government spending and a significant quantum of G-sec maturities in April.

TREPS have hovered in the 4.90%–5.20% range, with the RBI actively infusing 
liquidity through (Open Market Operation) purchases and VRR (Variable Repo 
Rate) auctions, helping alleviate transient liquidity stress.
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