




Debt Market Review
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RBI Repo Rate at 5.25%
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Inflation target and trend
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Debt Market Outlook

• May 2026 was defined by a striking paradox - an active military conflict disrupting global energy supply chains, higher energy costs, central banks wrestling with 

war-induced inflation, and geopolitical uncertainty at every turn, kept investor sentiments on tenterhooks.

• The Al optimism and ceasefire hopes did provide support and relief rally, across different markets but all said and done all this continued in the backdrop of Hormuz 

closure, a new US Fed Chair taking the helm, and the European Central Bank preparing for June rate hike, its first hike since CY23.

• India's monetary policy outcome was rather a delicate balancing act - especially when compared to some of the other peers within the Emerging Markets space.

• RBI MPC retained patience rather than complacency. Instead of using rate hikes to attract dollar inflows, it actually stepped-up with a slew of targeted rates/FX 

measures - which is expected to bring in the capital inflows (and aid in narrowing India's balance of payments gap), and consequently, ease the pressure on INR.

• RBI is prioritising stability, orderly markets, and external-sector buffers while using targeted measures to support capital inflows and balance of payments strength.

• A meaningful amount in inflows will help narrow the balance of payments deficit gap and ease the pressure on INR. A de-escalation in the Middle East conflict 

would further manifest into improved external sector position.

• RBI calmed market nerves by not taking any pre-emptive action on policy rates or the policy stance. Markets were anticipating some measures to arrest the 

currency depreciation and address the need for capital flows.

• RBI and Govt, announced a slew of measures pertaining to tax exemption for FPIs on investments in IGBs, expanding the universe of FAR securities, providing 

concessional forex swap to incentivize ECBs by PSUs and bearing hedging cost for FCNR (B) deposits.

• The above measures would also act as an enabler for a possible addition to Bloomberg Global Agg. Index in the upcoming review, which would help both in 

bringing in capital flows as well as incremental demand for IGBs.

• The uncertainty around duration of the ongoing geo-political tensions remain which will keep markets volatile and increase upside risks to inflation.

• Remain neutral in our duration positioning across funds. However, there is value in certain segments of market. A sharp rise in yields in these segments in the last 

couple of months, along with a fairly flat corporate bond curve, makes the entry points into these segments favourable.

Source: HSBC Asset Management, India, Data as on 29 May 2026, Past performance may or may not be sustained in future and is not a guarantee of any future returns.
Note-The details provided above is as per the information available in public domain at this moment and subject to change. Please consult your financial advisor for any investment decisions.
The sector(s)/stock(s)/issuer(s) mentioned in this document do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy 
q^ell any stocks / investments.
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Domestic Economy
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GDP growth for FY26 - 27
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Indian Economic Environment
Energy shock and inflationary pressures test India's 
economic resilience
• A series of recent headwinds—including rising crude oil 

prices amid energy disruptions triggered by the West Asia 
conflict, persistent foreign fund outflows, a weakening 
rupee and slowing industrial momentum—emerged as big 
threats to India's economic resilience. Their combined force 
prompted economists and global agencies to trim their 
gross domestic production (GDP) growth projections for the 
country, even as government agencies attempted to allay 
fears by expressing confidence regarding India's strong 
macro fundamentals in the face of global uncertainties.

• The United Nations lowered India's economic growth 
forecast for 2026 to 6.4% from 6.6%, citing global 
uncertainties and economic shocks due to West Asia. 
Likewise, S&P Global Market Intelligence downgraded its 
India GDP growth forecast for this fiscal to 6.6% from 7.1%, 
emphasising the constraining impact of increased 
geopolitical tensions in the Middle East on the country's 
fiscal space and capital expenditure

• Nevertheless, government agencies continued to hold a 
positive stance.

Gross domestic product eased to 7.8% in Q3 of fiscal 2026

Current account deficit moderated to 1.3% of GDP on quarter for Q3FY26

Source - Crisil, Mospi, Data as on 29 May 2026 (GDP for FYI8 to FY23 has base year 2011-12, while FY24, 25, and 26 has base year 2022-23)
Past performance may or may not be sustained in future and is not a guarantee of any future returns. GDP - Gross Domestic Product
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Indian Economic Environment

Source -Crisil, Trading Economics, MOSPI, EAI, Data as on 29 May 2026, RBI- Reserve Bank of India GDP- Gross Domestic Product.
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Credit growth and Deposit growth, rose in May 2026

Credit growth consistently outpaced deposit growth during May 2025-May 2026, with lending momentum strengthening sharply 
from December 2025 onwards while deposit growth remained relatively stable.

Source RBI, Data as on 29 Mayl 2026
Note-The details provided above is as per the information available in public domain at this moment and subject to change. Please consult your financial advisor for any investment decisions, 
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GST Collection INR 1.94 Lakh Crore In May

As per reports, the government collected INR 1.94 lakh crore goods and services tax (GST) for the month of May.
Fiscal deficit for Apr-Mar period stood at 4.4% of estimated GDP for FY26.

Source- Crisil, gst.gov.in, Data as on 29 May 2026, Past performance may or may not be sustained in future and is not a guarantee of any future returns. GST - Goods and Services Tax 
Note-The details provided above is as per the information available in public domain at this moment and subject to change. Please consult your financial advisor for any investment decisions.
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Forex Market Review
Rupee ended lower in May
• The Indian rupee depreciated 14 paise to Rs 95.38 against the US dollar in May vs Rs 95.24 in April, based on the RBI reference rate.
• The rupee's weakness was primarily driven by continued outflows in the foreign portfolio, volatility in global crude oil prices and a firm US 

dollar. The volatility in crude oil prices weighed on sentiment by heightening concerns regarding India's import bill, trade deficit and imported 
inflation. Meantime, the US dollar remained well-supported by firm US labour-market data and sticky inflation, which kept US Treasury yields 
elevated.

• The benchmark 10-year US Treasury yield hovered around 4.3-4.4% during much of May, reinforcing expectations of a prolonged higher-rate 
environment by the Federal Reserve. This combination of resilient US growth, sticky inflation, elevated Treasury yields and capital outflows 
continued to apply pressure on emerging-market currencies, including the rupee.

Rupee Movement V/s Global Currencies

29-May-26 30-Apr-26 Change % Change

USD 95.38 95.24 0.14 0.15%

GBP 128.18 128.20 -0.01 -0.01%

EURO 111.11 111.07 0.04 0.04%

100 YEN 59.89 59.28 0.61 1.03%

Rupee declined due to continued outflows in the foreign portfolio, volatility in global crude oil prices
Source: RBI, Crisil. Data as on 29 May 2026, Past performance may or may not be sustained in future and is not a guarantee of any future returns. US- United States
Note-The details provided above is as per the information available in public domain at this moment and subject to change. Please consult your financial advisor for any investment decisions.
The sector(s)/stock(s)/issuer(s) mentioned in this document do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or 
sell any stocks / investments.
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Commodity Market Review
International crude oil prices declined in May
• Crude oil prices closed at $ 87.36 per barrel on May 29, 2026 on 

the New York Mercantile Exchange (NYMEX), down 16.86% on- 
month vs $ 105.07 on April 30.

• Brent crude also ended lower (-20.08%), at $ 91.12 per barrel vs $ 
114.01 per barrel.

• Crude oil prices underwent a broad-based correction in May, 
driven by easing concerns regarding prolonged supply disruptions, 
improving expectations of global energy trade flows and rising 
market focus on softer global demand conditions.

Domestic gold prices rose in May
• Gold prices ended at Rs 1,56,463 per 10 gm on May 29, up 4.13% 

from Rs 1,50,263 on April 30, according to the India Bullion and 
Jewellers Association.

• The increase was supported by sustained safe-haven demand amid 
ongoing global economic and geopolitical uncertainties.

• In the early part of the month, prices were firm as heightened 
uncertainty continued to drive investor preference towards safe-
haven assets. Gold prices rose further, following a sharp increase in 
import duty on the metal.

Source - Crisil, NYMEX. IBJA Data as on 29 May 2026.
Past performance may or may not be sustained in future and is not a guarantee of any future returns.
Note-The details provided above is as per the information available in public domain at this moment and subject to change. Please consult your financial advisor for any investment decisions.
The sector(s)/stock(s)/issuer(s) mentioned in this document do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or 
sell any stocks / investments.
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History of asset classes through major events

Equity-Nifty 50, Debt-CRISIL Short Term Bond Index
Gold and silver returns are based on spot rates from India Bullion and Jewellers Association (IBJA) and MCX
Source: NSE, Crisil Intelligence, Data as on 29 May 2026, Past performance may or may not be sustained in future and is not a guarantee of any future returns.
Note-The details provided above is as per the information available in public domain at this moment and subject to change. Please consult your financial advisor for any investment decisions.
The sector(s)/stock(s)/issuer(s) mentioned in this document do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or 
sell any stocks / investments.
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Market sentiment in May 2026

Mutual funds net buyers in equity and sellers in debt
• Mutual funds were net buyers of Rs 48 thousand crore in equities in 

May 2026, up from Rs 31 thousand crore in April 2026. In debt, they 
were net sellers of Rs 65 thousand crore compared to net buyers of Rs 
2 thousand crore.

Inflows through SIPs eased in April 2026

• Collections through systematic investment plans (SIP) eased to Rs 
31,115 crore in April 2026 compared to Rs 32,087 crore in March 2026 
The number of SIP accounts eased to 9.65 crore from 9.72 crore.

Source: Crisil, AMFI, Data as on 29 May 2026, Past performance may or may not be sustained in future and is not a guarantee of any future returns.
Note-The details provided above is as per the information available in public domain at this moment and subject to change. Please consult your financial advisor for any investment decisions.
The sector(s)/stock(s)/issuer(s) mentioned in this document do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell 
any stocks / investments.
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Economic Events Calendar
Date Indicators Previous

7-June-26 India GDP Q4, Jun 7.8%

10-June-26
US Inflation Rate, May 3.8%

China Inflation Rate, May 1.2%
12-June-26 UK GDP, Apr 1.2%

India WPI Inflation, May 8.3%
15-June-26

India Unemployment Rate, May 5.2%

16-June-26 Japan BoJ Interest Rate Decision 0.75%
India Balance of Trade, May $-28.38B

17-June-26
US Fed Interest Rate Decision 3.75%
UK Inflation Rate, May 2.8%

18-June-26 UK BoE Interest Rate Decision
22-June-26 India Infrastructure Output, May 1.7%
25-June-26 US GDP Growth Rate QoQ Final Q1 0.5%

30-June-26
UK GDP Growth Rate YoY Final 01 1%
India Government Budget Value, May
India Current Account Q4FY26 $-13.2B

Source: Crisil, Data as on 29 May 2026, Past performance may or may not be sustained in future and is not a guarantee of any future returns.
US- United States, UK- United Kingdom, GDP- Gross Domestic Product, WPI- Wholesale Price Index
Note-The details provided above is as per the information available in public domain at this moment and subject to change. Please consult your financial advisor for any investment decisions.
The sector(s)/stock(s)/issuer(s) mentioned in this document do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy 
or sell any stocks / investments.

Document remediated as per WCAG 2.2 Level AA standards



RBI Policy Outcome and Key Takeaways

• The Reserve Bank of India's (RBI) Monetary Policy Committee (MPC) voted unanimously to keep the repo rate unchanged at 
5.25%.

• Accordingly, the standing deposit facility rate stays pat at 5.00%, while the marginal standing facility rate and the bank rate 
are unchanged at 5.50%. The MPC decided to maintain a neutral stance as, while headline inflation remains contained 
below the RBI target, risks have increased due to energy prices and weather-related uncertainties.

• The RBI has projected India's real gross domestic product growth for fiscal 2027 at 6.9%, with 6.8%, 6.7%, 7.0% and 7.2% 
for quarters one, two, three and four, respectively. Growth continues to be supported by strong domestic demand, resilient 
services, rising capacity utilisation, healthy financial-sector balance sheets and supportive policy measures. Elevated energy 
prices and supply-chain disruptions from the West Asia conflict remain key downside risks.

• The RBI revised its inflation projection for this fiscal to 4.6%, with quarterly Consumer Price Index inflation projected at4.0% 
for the first quarter, 4.4% for the second, 5.2% for the third and 4.7% for the fourth. Core inflation is forecast at 4.4%, while 
underlying inflation pressures remain contained, especially excluding precious metals (2.1% in recent months).The RBI 
noted that inflation risks are tilted to the upside due to elevated global energy prices and the possibility of El Nino impacting 
food prices.

• RBI governor Sanjay Malhotra said, amid intense geopolitical tensions and disruptions emanating from the West Asia 
conflict, the Indian economy continues to demonstrate strong resilience, supported by robust domestic demand, healthy 
financial sector fundamentals and a stable macroeconomic environment.

• RBI expands participation to non-bank entities and enhances borrowing limits for primary dealers to deepen the term money 
market.

Source: Crisil, RBI Past performance may or may not be sustained in future and is not a guarantee of any future returns. RBI- Reserve Bank of India
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Disclaimer
This document has been prepared by HSBC Asset Management (India) Private Limited (HSBC) for information purposes only with an intent to provide market overview 
and should not be construed as an offer or solicitation of an offer for purchase of any of the funds of HSBC Mutual Fund. All information contained in this document 
(including that sourced from third parties), is obtained from sources, which HSBC/ third party, believes to be reliable but which it has not been independently verified by 
HSBC/ the third party. Further, HSBC/ the third party makes no guarantee, representation or warranty and accepts no responsibility or liability as to the accuracy or 
completeness of such information. The information and opinions contained within the document are based upon publicly available information and rates of taxation 
applicable at the time of publication, which are subject to change from time to time. Expressions of opinion are those of HSBC only and are subject to change without 
any prior intimation or notice. It does not have regard to specific investment objectives, financial situation and the particular needs of any specific person who May 
receive this document. Investors should seek financial advice regarding the appropriateness of investing in any securities or investment strategies that May have been 
discussed or recommended in this report and should understand that the views regarding future prospects May or May not be realized.
This document is intended only for those who access it from within India and approved for distribution in Indian jurisdiction only. Distribution of this document to anyone 
(including investors, prospective investors or distributors) who are located outside India or foreign nationals residing in India, is strictly prohibited. Neither this document 
nor the units of HSBC Mutual Fund have been registered under Securities law/Regulations in any foreign jurisdiction. The distribution of this document in certain 
jurisdictions May be unlawful or restricted or totally prohibited and accordingly, persons who come into possession of this document are required to inform themselves 
about, and to observe, any such restrictions. If any person chooses to access this document from a jurisdiction other than India, then such person does so at his/her own 
risk and HSBC and its group companies will not be liable for any breach of local law or regulation that such person commits as a result of doing so.
© Copyright. HSBC Asset Management (India) Private Limited 2026, ALL RIGHTS RESERVED.

HSBC Mutual Fund, 9-11th Floor, NESCO - IT Park Bldg. 3, Nesco Complex, Western Express Highway, Goregaon East, Mumbai 400063. Maharashtra.

GST - 27AABCH0007N1ZS, Website: www.assetmanagement.hsbc.co/in

Mutual fund investments are subject to market risks, read all scheme related documents carefully.
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