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US ISM manufacturing PMI contracted at a slower pace of 48.7 in Aug'25 from 48 in ECONOMIST

Jul'25. The marginal improvement was on the back of rebound in new orders, though Jahnavi Prabhakar
production registered a decline, in the wake of tariff turmoil. Separately in China,

private services PMI expanded at faster pace (highest in 15-months) to 53 in Aug’25

(from 52.6 in Jul'25) supported by strong demand in domestic and foreign orders. In

Europe, CPl inched up to 2.1% in Aug’25 from 2% in Jul'25. Service inflation

softened to 3.1% from 3.2% in Jul’25. Core CPI remained steady at 2.3% and

marginally above the expectation (2.2%). Since the inflation is nearing the ECB

target mark, the Central Bank is expected to maintain status quo in Sep’25 meeting.

Global bond yield faced extreme volatility with 30Y yield in Germany and France

rising to near 15-year high, given the ongoing political turbulence in France.
Concerns over Fed’s independence also made investors jittery.

=  Barring Nikkei, other global markets closed lower. US indices dropped amidst
tariff concerns and rising bond yields. FTSE slipped by 0.9% amidst concerns
around fiscal outlook. Sensex was down by 0.3% with losses in banking stocks.
It is trading lower today, while Asian stocks are trading mixed.

Fig 1 — Stock markets

01-09-2025 02-09-2025 Change, %
Dow Jones 45,545 45,296 (0.5)
S &P 500 6,460 6,416 (0.7)
FTSE 9,196 9,117 (0.9)
Nikkei 42,189 42,310 0.3
Hang Seng 25,617 25,497 (0.5)
Shanghai Comp 3,876 3,858 (0.4)
Sensex 80,364 80,158 (0.3)
Nifty 24,625 24,580 0.2)

Source: Bloomberg, Bank of Baroda Research | Note: Markets in US were closed on 01 Sep 2025

= Except INR and CNY, other global currencies closed lower. DXY jumped by
0.6%, tracking rise in bond yields and ISM manufacturing index. Yen was under
pressure following news of weaker macro data. INR ended broadly stable.
However, it is trading higher today, while other currencies are trading mixed.

Fig 2 — Currencies

01-09-2025 02-09-2025 Change, %
EUR/USD (1 EUR / USD) 1.1711 1.1640 (0.6)
GBP/USD (1 GBP / USD) 1.3545 1.3394 (1.1)
USD/JPY (JPY /1 USD) 147.18 148.36 (0.8)
USD/INR (INR /1 USD) 88.20 88.16 0
USD/CNY (CNY /1 USD) 7.1377 7.1383 0
DXY Index 97.77 98.40 0.6

Source: Bloomberg, Bank of Baroda Research | Note: Markets in US were closed on 01 Sep 2025
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=  Global yields closed mixed. Yields in Europe remain sensitive to ongoing

domestic political tensions and stress on fiscal balances. Investors in the US are

also worried about impact of tariff related court judgements on fiscal deficit.

India’s 10Y yield fell by 2bps, ahead of the release of central government H2

borrowing program. It is trading further lower today at 6.56%.

Fig 3 — Bond 10Y yield

01-09-2025 02-09-2025 Change, bps
us 4.23 4.26 3
UK 4.75 4.80 5
Germany 2.75 2.79 4
Japan 1.63 1.62 ©)
China 178 177 )
India 6.59 6.57 @
Source: Bloomberg, Bank of Baroda Research | Note: Markets in US were closed on 01 Sep 2025
Fig 4 — Short term rates
01-09-2025 02-09-2025 Change, bps
Tbill-91 days 548 549 1
Thbill-182 days 5.57 557 0
Thill-364 days 5.62 5.61 )
G-Sec 2Y 5.85 5.85 (1)
India OIS-2M 5.53 552 Q)
India OIS-9M 5.51 5.52 1
SONIA int rate benchmark 3.97 3.97 0
US SOFR 4.34 4.34 0
Source: Bloomberg, Bank of Baroda Research | Note: Markets in US were closed on 01 Sep 2025
Fig 5 — Liquidity
Rs tn 01-02-2025 02-09-2025 Change (Rs tn)
Net Liquidity (-deficit/+surplus) 29 3.0 0.1
Reverse Repo 14 1.9 0.5
Repo* 0 0 0
Source: RBI, Bank of Baroda Research, *Includes LTRO
Fig 6 — Capital market flows
29-08-2025 01092025  °hange (USS mnfte
FIl (US$ mn) (8114) (157.5) 653.9
Debt 2111 29.7 (181.5)
Equity (1,022.5) (187.2) 835.3
Mutual funds (Rs cr) 3,178.6 (534.7) (3,713.3)
Debt (3,235.2) (1,083.0) 21522
Equity 6,413.7 548.3 (5,865.4)

Source: Bloomberg, Bank of Baroda Research| Note: Mutual Fund data as of 29 Aug and 1 Sep 2025

Fig 7 — Commodities

Oil prices rose, amidst news of renewed tensions between Russia and Ukraine.

01-09-2025 02-09-2025 Change, %
Brent crude (US$/bbl) 68.2 69.1 1.5
Gold (US$/ Troy Ounce) 3,476.1 3,533.2 1.6
Copper (US$/ MT) 9,797.7 9,910.9 1.2
Zinc (US$/MT) 2,847.5 2,885.4 1.3
Aluminium (US$/MT) 2,611.0 2,619.0 0.3

Source: Bloomberg, Bank of Baroda Research
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Disclaimer

The views expressed in this research note are personal views of the author(s) and do not necessarily reflect the views of Bank of Baroda. Nothing contained in this
publication shall constitute or be deemed to constitute an offer to sell/ purchase or as an invitation or solicitation to do so for any securities of any entity. Bank of Baroda
and/ or its Affiliates and its subsidiaries make no representation as to the accuracy; completeness or reliability of any information contained herein or otherwise provided
and hereby disclaim any liability with regard to the same. Bank of Baroda Group or its officers, employees, personnel, directors may be associated in a commercial or
personal capacity or may have a commercial interest including as proprietary traders in or with the securities and/ or companies or issues or matters as contained in
this publication and such commercial capacity or interest whether or not differing with or conflicting with this publication, shall not make or render Bank of Baroda Group
liable in any manner whatsoever & Bank of Baroda Group or any of its officers, employees, personnel, directors shall not be liable for any loss, damage, liability
whatsoever for any direct or indirect loss arising from the use or access of any information that may be displayed in this publication from time to time.
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