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0n the back foot
Rupee pulls back since April 2025 t)
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reacies appreciate in 2025.

But the perforoance of t}te
rupee against the dollar has
hein much rnore subdued
comparedto EM peers.

D,{T,{ F'OCUS.
jl

The rupee recor<led sharp
decline ia February and
March 2025 to move close to
the B8'marl1 agai4st the
greenback. But it has man-
agedto pull back to the 8,s-86
range due to rhc QC-i$
pause inreciprocal t':.i- .ar-
ifs, which has pl :;;';i'-
"some hope" and i'e'.-".'r
stabilityto the rurren('vl+rii '

kets, cxperis said"
But despite this pullback,

the Indian .rupee is among
the weakest EM currencies
'tr. 2025. The rupee has ap-

While rupee has rnanaged
to hoid its groun<i against rhe
dollar in 2025, it has fared far
worse against other major
currencies. It has dePreci-
ated 8.6 per cent against the
euro, 5.7 per cent against the
pound and 8.6 , per cent
agalnst the Japanese yen
The appreciation in all major
currencies, due to we,Jcr{ess
in the dollar appears to have
impacted their exchange
rateswiththe rupee.

FFIs PL.{YSPO$"SPOBT
The primary reason behind
rupee's weakness is the net
foreign ponfolic outflows
ftom Indian equity markets
in 2025. Foreigin in'.restors
have pulled out over 910 bi1-
lion fi"om trndian equities so

'far in 2025. Other EMs such
as Chinaand Brazil havewit-
nessed net infl,:rvs so far rhis
year. Net outfloY,.s from ll\'i::
like Turkey and llricr,eia
was lower than outAr,r,,'i rr-
cordedinl*dia.

May 1, 2024 tlay 21, 2025

. f ;:i t:iriiii;:;ti"i'i:t'n'':, tii'lI Ei.i r:r;'ri:,,:ii,::
US dollar

Weak FP! f{ows into India

florrvs in $ million) Bonds (Net flows ir $

dc=E>6.=dNEoo[i=e-etts
EE-EF;O

d G.6d o ? >

=EEE'E€=* 
€;>AFs

{%)
15

5

0

.5

-10

-15

-20

-25
"xol:o.=ErE=

.= l:
d,dEE
oEH9q=

P-@E

L

't

€.gEe5.IJEFE
*EEpBs .5,9 -F =P5
E-g

t2025-- -

20000
15000
10000
5000
0
-5000
-1{oc-t
-i5000

Source: Bloombetg

While Indian bond mar-
kets did recordnet inflows of
$2.4 billion in 2025, lhis is
lower tlan the $29.7 bi[ion
received by Chinese bond
market and $10.3 billion re-
ceived by Polish bond
market,'Fears that Indian eco-
nomy is going to be badly hit
by Trump's reciprocal tariffs
also appears to-have acted
against the rupee in the fust
quarterof2025.

SMOOTHER. SAII" O{ 2$24
In 2024, the rupee hatl rle.pre-
ci:ited 2.ti8 per ,:e:ir agairlst a

st-r.q:rgirer'{lrg US doiiar.
Fl-;-rr,"evetrr cor.pared to the
steep drcpr* seen in other
emerging ;.narket currencies
.uch as the Brazilian real
r.-.)0.4 per cent) and Mexican
peso (-18.25 per cent) - the
rupee held up relativelywell.

This eould be attributed to a

more stabie macroeconomic
'outlsok and controlled
vol@iiity

Anindya Banerjee, Senior
\tce-President, Kotak secur-
ities-said, "Since 2020, the
ovefall volatiliry in the In-
dian rupee has come down
drarnarically due to tfu ee ke,v

factgls - effective RBI inter-
venddn, sbund monerarv
polii], and macroeconomic
stab--iIity. The rupee moves in
response to 616ba1 rrends,
but utdike oriers, our
policies dont try to ar-rifl-
ci3dly suppress the currerrcy.
'That keeps us competidve
an:dravi:ids eJscr bublles. LB

2024 as weii, ;Le rr:i'r:e's ioi{
voldfiiir_.; :'efec,t; $ris i,:ng-
standi:rg stability a:ui thc tf-
6cienry of RBI's polici*."
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