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General overview 
In 2025, the BRICS economies demonstrated mixed but generally stable growth dynamics against a 

backdrop of slowing inflation and adaptation to external shocks. Most member states saw a steady 

decline in consumer prices, which created conditions for monetary policy easing.  

The positive performance of the foreign trade sector was driven by high global commodity prices, which 

contributed to currency appreciation and an increase in foreign exchange reserves. Trade turnover also 

rose, leading to a higher share of settlements in national currencies. Against this backdrop, integration 

processes intensified: the launch of new logistics routes, the creation of joint investment funds and 

projects, and the development of technological cooperation. At the same time, structural risks remain, 

linked to high debt burdens, the dependence of budgets on external financing, and the volatility of 

commodity markets.  

 

Country 
Inflation, 

y/y, % 

Key 

interest 

rate, % (at 

year-end) 

Population, 

million 

GDP 

growth, % 

Public 

debt, % of 

GDP 

Foreign 

exchange 

reserves, $bn 

Brazil 4.26 15.0 213 2.3 78.7 358.2 

Egypt 12.3 20.0 118 4.4 83.8 51.5 

India 1.33 5.25 1,464 7.3 83.7 687 

Indonesia 2.9 4.8 286 5.1 - 156.5 

Iran 42.2 23.0 92 0.3 36.8–39.9 - 

China 0.8 3.0 1416 4.5 96.3 3,360 

UAE 1.0 3.65 11 4.8 34.3 288 

Russia 5.6 16 144 1.0 16.5–20.4 754.9 

Ethiopia 9.7 15 135 9.2 35 4.06 

South 

Africa 
3.6 6.75 65 1.3 77.9 75.9 
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Trade 

• China became the leader in terms of export volume, accounting for 70% of total BRICS exports. India took 

second place, exporting 10% of all BRICS products. The largest export categories were pharmaceuticals, 

agricultural products and IT services. Russia took third place thanks to its energy exports, whilst Indonesia 

once again confirmed its role as a major exporter of nickel.  

• Total exports are expected to rise with the opening of the BRICS grain exchange. Discussions are currently 

underway regarding the institutional, technological and legal aspects of establishing the platform, the launch 

of which is still in its early stages.  

• On 6 February 2026, the St Petersburg International Commodity and Raw Materials Exchange (SPIMEX) and 

the Egyptian Commodity Exchange (EMX) signed a memorandum to promote trade in raw materials, including 

foodstuffs (grain) and energy commodities.  

• Trade turnover between all BRICS countries exceeded $1 trillion in 2025. In the absence of consolidated and 

comparable trade statistics for all 10 BRICS member countries for 2025, the focus below will be on the largest 

bilateral trade flows, which form the basis of the bloc’s trade turnover. 

 

Russia – China 

China’s trade with Russia in 2025 amounted to $228.1 billion, down 6.9% compared with the record year of 2024 

($240 billion). This marks the first decline in five years. China’s exports fell by 9.9% due to a decline in demand 

and the introduction of tariffs on cars in Russia, with the volume of car exports falling by 46% between January 

and November 2025. The value of imports from Russia fell by 3.4% due to a drop in the price of crude oil. Over 

the first 11 months of 2025, its value in yuan fell by 19.6% compared with 2024.  

At the same time, around 90% of all trade between the countries was conducted using national currencies.  

 

Brazil – China 

In 2025, trade between Brazil and China reached a historic high of $171 billion, an increase of 8.2% compared 

to 2024. China remained Brazil’s main trading partner, accounting for 27.2% of total foreign trade. Brazilian 

exports to China amounted to $100 billion, with soya beans accounting for almost a third of the total, whilst 

imports from China rose by 11.5% to $70.9 billion, largely due to purchases of electric vehicles, fertilisers and 

chemical products. In 2025, Brazil and China switched their bilateral trade entirely to settlements in national 

currencies (yuan and reais).  

 

India – Russia  

Trade between Russia and India rose to $68.7 billion, showing a nearly fivefold increase over four years. India’s 

fertiliser imports increased by 45%, with supplies from Russia rising by 41%. In monetary terms, India imported 

$3 billion worth of Russian fertilisers.  

Oil became another major import commodity. On average in 2025, supplies from Russia to India amounted to 

1.71 million barrels per day. Due to US sanctions, by the end of the year India began to reduce its purchases of 

Russian oil, which were then taken up by Chinese oil refineries (Fig. 1).  

 

Russia – UAE 

Trade turnover between Russia and the UAE reached an all-time high, exceeding $12 billion (+33% y/y), with the 

UAE entering the top 10 of Russia’s trading partners. Russia’s exports are mainly focused on raw materials and 

foodstuffs – by the end of 2025, trade in agricultural products stood at $400 million, whilst supplies of Russian 

mineral fertilisers to the UAE increased fivefold. At the same time, non-ferrous metals lead Russia’s imports from 

the UAE (aluminium, copper and others account for 30–40% of total imports). 

 

 

Egypt – Brazil 

https://tvbrics.com/en/shows/important-economic-milestone-brics-countries-trade-turnover-exceeds-us-1-trillion-in-2025/
https://tvbrics.com/en/shows/important-economic-milestone-brics-countries-trade-turnover-exceeds-us-1-trillion-in-2025/
https://eec.eaeunion.org/en/news/maksim-ermolovich-vystupil-moderatorom-diskussii-o-sozdanii-zernovoy-birzhi-briks/
https://www.hse.ru/en/news/research/1125969906.html
https://tvbrics.com/en/shows/important-economic-milestone-brics-countries-trade-turnover-exceeds-us-1-trillion-in-2025/#:~:text=Important%20economic%20milestone:%20BRICS%20countries,26
https://www.reuters.com/world/china/chinas-2025-trade-with-russia-posts-first-decline-5-years-2026-01-14/
https://russiaspivottoasia.com/the-end-of-easy-growth-structural-lessons-from-the-2025-russia-china-trade-decline/
https://www.rbc.ru/economics/03/11/2025/69088bd69a794730ad605c59
https://www.globaltimes.cn/page/202601/1353165.shtml
https://evrimagaci.org/gpt/brazil-and-china-drive-brics-yuan-trade-revolution-519965?srsltid=AfmBOooCna7HTXIBqSNJ4ocUo42vOwOx-TQrNBqHqPRBS6qCENwewy5M
https://www.thehindu.com/news/international/india-among-russias-top-foreign-trade-partners-pm-mishustin/article70531079.ece
https://www.interfax.ru/business/1074588
https://www.interfax.ru/business/1074588
https://www.cnbc.com/2026/02/25/us-tariff-ruling-india-russian-oil-purchases.html
https://www.cnbc.com/2026/02/25/us-tariff-ruling-india-russian-oil-purchases.html
https://economy.gov.ru/material/news/tovarooborot_rossii_i_oae_prevysil_12_mlrd_dollarov.html
https://wtcmoscow.ru/company/news/7293/
https://mcx.gov.ru/press-service/news/oksana-lut-i-amna-bint-abdulla-al-dakhak-al-shamsi-obsudili-sotrudnichestvo-rossii-i-oae-v-sfere-apk/
https://wtcmoscow.ru/company/news/7293/
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Trade turnover between Egypt and Brazil is also growing, with exports reaching $3.9 billion and imports $1.38 

billion. Brazil has entered the top three importers of chemical products and fertilisers from Egypt, with imports 

amounting to around $652 million.  

 

Fig. 1. Trends in oil imports from Russia. Source: compiled by the authors based on data from Bloomberg. 

Finance and investment 

• The Brazilian Development Bank (BNDES) and the China Export-Import Bank (CEXIM) have agreed to 

establish a $1 billion fund ($400 million from the former and $600 million from the latter) for investment in 

Brazil in the areas of energy transition, infrastructure, mineral extraction, agriculture and AI. The fund will 

commence operations in 2026 and will be financed through investments denominated in Brazilian reais 

(investments in Brazilian debt and equity securities). 

• Chinese mining company CMOC Group has acquired the Brazilian assets of Equinox Gold for $900 million 

(with an additional payment of around $115 million due in a year’s time). The deal will add up to 8 tonnes of 

annual gold production in Brazil to CMOC’s portfolio. 

• China and Brazil have begun construction of a joint radio astronomy technology laboratory and the BINGO 

radio telescope in Brazil (scheduled for completion in 2026). On the Brazilian side, the current investment 

volume amounts to $6.8 million from various federal research agencies.  

• The Reserve Bank of India (RBI) has proposed linking the central bank digital currencies (CBDCs) of the 

BRICS countries to simplify cross-border payments in trade and tourism. The aim of the initiative is to reduce 

dependence on the US dollar, and the idea itself is planned to be included on the agenda of the BRICS summit 

in 2026.  

• To stimulate bilateral trade, more than 20 cooperation  agreements were signed in September 2025 between 

Russia and China in the fields of energy, the aerospace industry, AI and agriculture.   

• Indonesia plans to contribute $1 billion to the New Development Bank to formally join the Bank and gain 

access to funding for projects in the fields of green energy, digital transformation and infrastructure.  

• The BRICS Investment Forum held in the UAE launched projects worth around $9 billion. These include 

BRICS House – integrating BRICS countries in the business sector; BRICS Campus and the BRICS Student 

Card – integrating countries in the education sector; and BRICS Media, aimed at creating a unified media 

space.  

• In 2025, the New Development Bank (NDB) continued to actively raise capital: there was one US dollar bond 

issue worth $1.25 billion with an annual yield of 4.375% and five series of Panda bonds totalling ¥25 billion 

with yields ranging from 1.7% to 2.26%. 
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https://anba.com.br/en/mercosur-egypt-scraps-final-trade-tariffs/#:~:text=Data%20from%20Brazil's%20Ministry%20of,representing%201%25%20of%20total%20exports.
https://www.dailynewsegypt.com/2026/02/01/egypts-chemical-fertilizers-exports-exceed-9-4bn-in-2025-up-7-4/
https://www.bloomberg.com/news/articles/2026-02-20/china-snaps-up-distressed-russian-oil-cargoes-shunned-by-india
https://www.bloomberglinea.com/latinoamerica/brasil/brasil-y-china-se-unen-para-crear-un-fondo-de-inversion-de-us1000-millones/
https://www.bloomberglinea.com/mundo/la-china-cmoc-comprara-minas-de-oro-brasilenas-por-1000-millones-de-dolares/
https://www.reuters.com/business/aerospace-defense/china-brazil-create-joint-space-laboratory-despite-us-pressure-2025-12-10/
https://www.reuters.com/business/aerospace-defense/china-brazil-create-joint-space-laboratory-despite-us-pressure-2025-12-10/
https://www.riotimesonline.com/brazils-chinese-space-facilities-draw-u-s-alarm/
https://www.reuters.com/world/india/indias-central-bank-proposes-linking-brics-digital-currencies-sources-say-2026-01-19/
https://www.reuters.com/world/india/indias-central-bank-proposes-linking-brics-digital-currencies-sources-say-2026-01-19/
https://tass.com/world/2010679
https://tass.com/world/2010679
https://www.vedomosti.ru/politics/news/2025/12/02/1159764-indoneziya-napravit?from=newsline
https://chat.deepseek.com/a/chat/s/7a85c08f-336e-4e56-b6f9-bdf848e992bd
https://www.ndb.int/investor-relations/outstanding-issuances/
https://www.ndb.int/investor-relations/outstanding-issuances/


 BRICS Macroeconomic and Financial Monitoring 2025 

 

 

 

Section of Structural Global Economic Problems 
of the Centre for Comprehensive European and 
International Studies (CCEIS) 

 
March 2026 5 

 

Logistics 

• In May 2025, construction began on the Rasht–Astara railway line (162 km) in Iran, a key link in the North-

South International Transport Corridor, which will enable the transport of at least 15 million tonnes of cargo 

per year and reduce the journey time from Ust-Luga (a Russian seaport on the Baltic Sea) to Bandar Abbas 

(an Iranian seaport) from 30–45 to 15–20 days.  

• China and Russia have approved the ‘Power of Siberia-2’ gas pipeline project, with a potential supply volume 

of 50 billion cubic metres of gas per year. 

• Test shipments of containers from Russia have been carried out to serve the growing cargo flow between the 

BRICS countries. Priority routes include: Syktyvkar – Taicang (China), Novorossiysk – Nava Sheva (India), 

Novorossiysk – Mundra (India), Novorossiysk – Jebel Ali (UAE), as well as the route connecting the Northern 

Railway and South Africa. 

• The launch of the SSTL programme between China and South Africa is designed to reduce customs burdens 

through accelerated clearance and exemption from duplicate checks in the importing country. The first 

consignment was dispatched in September.  

• New maritime routes to Indonesia: in 2025, the Fesco shipping line made its first call at the port of Jakarta as 

part of the Fesco Intra Asia Service. China has also launched vessels to Indonesia via a new route, reducing 

transit time by 25%. All of this strengthens links between ports and will enable an increase in cargo flows 

between the countries.   

Plans for 2026 

India has assumed the chairmanship and will host the 18th BRICS Summit, the key theme of which will be 

‘Strengthening Resilience and Driving Innovation for Cooperation and Development’. 

The following events are also planned for 2026: 

9–10 April –4thBRICS+ Innovation Summit, Pretoria. The summit will be divided into three areas: innovation in 

sustainable development, artificial intelligence and innovation in agricultural technology. 

14 April – 1st BRICS Quantum Technology Forum, Moscow. The forum aims to expand international scientific 

and technical cooperation in the IT sector, develop applied quantum solutions, and strengthen the bloc’s position 

as a global technology hub. 

28–30 April – BRICS+ Fashion & Lifestyle Summit India 2026, New Delhi. The summit aims to develop strategic, 

creative and economic partnerships among BRICS countries through the fields of fashion, sustainable 

development, digital technologies and the sports industry.  

May – BRICS Foreign Ministers’ Meeting 

September – 18th BRICS Summit in India 

5–6 October – Tech Science Forum, Moscow. The TSF will provide a platform for school pupils, students and 

experts to collaborate in the fields of artificial intelligence, green technologies, biodiversity conservation and 

digital sovereignty, and will also feature the presentation of the ‘Women in Science and Technology’ award. 

15–17 October – 8th BRICS International Municipal Forum, St Petersburg. An annual platform for the exchange 

of best practices in the fields of urban development, ‘smart cities’, the environment and municipal finance.  

 

  

http://government.ru/en/news/55034/
http://government.ru/en/news/55034/
https://www.reuters.com/world/china/chinas-2025-trade-with-russia-posts-first-decline-5-years-2026-01-14/
https://transportrussia.ru/razdely/logistika/13020-rzhd-fesco-i-fosagro-organizovali-testovye-perevozki-kontejnerov-po-marshrutam-briks.html
http://de.brnn.com/n3/2025/0902/c416984-20361165.html
https://lognews.ru/fesco-sovershit-pervyy-sudozakhod-v-port-indonezii
https://bricscustoms.org.cn/en/xxdt/xwdt/711071964217413.shtml
https://sabya.co.za/event/4th-brics-youth-innovation-summit-2026/
https://atommedia.online/press-releases/v-2026-godu-rosatom-vystupit-organizatorom-pervogo-foruma-kvantovykh-tekhnologiy-stran-briks/
https://bricsfashionsummit.org/
https://science.mail.ru/news/41025-tech-science-forum-moskva/
https://imbricsforum.com/
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Brazil 
In 2025, Brazil’s economy showed a gradual slowdown in growth: GDP growth rates fell from 3.1% y/y in 

Q1 2025 to a forecast 2.3% y/y in Q4 2025 against a backdrop of tight monetary policy — the Selic rate 

was raised to 15% and remained at that level until the end of the year. Inflation fell from a peak of 5.53% 

y/y in April to 4.26% y/y in December, remaining below the upper limit of the target range.  

The real sector and economic activity 

In Q1 2025, GDP growth stood at 3.1% y/y, in Q2 2025 at 2.4% y/y, and in Q3 2025 at 1.8% y/y, which is 

significantly lower than the figures for the corresponding quarters of 2024 (2.5%, 3.5% and 4.1% y/y respectively). 

The Ministry of Finance forecasts economic growth of around 2.3% y/y in Q4 2025 (compared to 3.4% y/y in Q4 

2024). The agricultural sector remained the main driver of economic activity, whilst industry and parts of the 

services sector faced pressure from high interest rates and weakening domestic demand. 

Growth in Q3 2025 was driven primarily by the agricultural sector (accounting for 5.4% of GDP); value added in 

the agricultural sector rose by 10.1% year-on-year, with a significant increase in the production of maize 

(+23.5%), oranges (+13.5%), cotton (+10.6%) and wheat (+4.5%). The agricultural sector remained one of the 

main drivers of the Brazilian economy and an important source of export revenue: in 2025, agribusiness exports 

reached $169.2 billion, or 48.5% of total exports. The grain harvest reached a record 346.1 million tonnes, with 

soya production at 166.1 million tonnes and maize at 141.7 million tonnes. 

The industrial sector (21.1% of GDP) grew by 1.7% year-on-year, largely thanks to the extractive industries (oil 

and gas), whilst manufacturing contracted by 0.6% year-on-year against a backdrop of tight monetary conditions. 

Construction grew by 2.0% year-on-year, driven by increases in employment, wages and infrastructure lending. 

The forecast for industrial growth in 2025 is 1.6% (compared to 3.1% in 2024). 

The services sector (accounting for 59.6% of GDP) grew by 1.3% year-on-year, with the largest contributions 

coming from information and communication services (+5.3%), transport and logistics (+4.2%) and real estate 

activities (+2.0%). Overall, services are expected to grow by 1.7% in 2025 (compared to 3.8% in 2024). The 

slowdown was primarily due to a cooling of domestic demand against the backdrop of a prolonged period of tight 

monetary conditions. 

PMI trends in 2025 reflected an uneven recovery in 

business activity. After rising to 52.6 points in March, the 

composite PMI remained below 50 points from April to 

November, falling to a low of 46.0 points in September, and 

only returned to expansionary territory in December, 

reaching 52.1 points. Meanwhile, the manufacturing PMI 

remained weak: after a February high of 53 points, it had 

been below 50 points since May and ended December at 

47.6 points. In contrast, the services sector proved more 

resilient: in December, the services PMI reached 53.7 

points, its highest level in over a year. Thus, by the end of 

2025, the improvement in leading indicators was driven 

primarily by the services sector, whilst the manufacturing 

sector continued to face pressure from high interest rates 

and weak investment demand. 

 

Fig. 1. PMI indices: manufacturing, services and 

composite index. Source: CBonds 
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https://www.ibge.gov.br/en/statistics/economic/industry-and-construction/17262-quarterly-national-accounts.html?lang=en-GB&t=destaques
https://www.bcb.gov.br/content/ri/relatorioinflacao/202512/rpm202512p.pdf
https://agenciadenoticias.ibge.gov.br/en/agencia-press-room/2185-news-agency/releases-en/45373-pib-varia-0-1-no-terceiro-trimestre-de-2026
https://www.ibge.gov.br/en/statistics/economic/national-accounts/17262-quarterly-national-accounts.html?lang=en-GB&t=resultados
https://agenciadenoticias.ibge.gov.br/en/agencia-press-room/2185-news-agency/releases-en/45373-pib-varia-0-1-no-terceiro-trimestre-de-2026
https://www.global-agriculture.com/latam-agriculture/brazil-agribusiness-exports-hit-record-us169-2-billion-in-2025/
https://www.global-agriculture.com/latam-agriculture/brazil-agribusiness-exports-hit-record-us169-2-billion-in-2025/
https://agenciadenoticias.ibge.gov.br/en/agencia-news/2184-news-agency/news/45688-2025-harvest-is-record-forecast-for-2026-is-1-8-smaller
https://agenciadenoticias.ibge.gov.br/en/agencia-news/2184-news-agency/news/45688-2025-harvest-is-record-forecast-for-2026-is-1-8-smaller
https://agenciadenoticias.ibge.gov.br/en/agencia-news/2184-news-agency/news/45688-2025-harvest-is-record-forecast-for-2026-is-1-8-smaller
https://www.ibge.gov.br/en/statistics/economic/national-accounts/17262-quarterly-national-accounts.html?lang=en-GB&t=resultados
https://agenciadenoticias.ibge.gov.br/en/agencia-press-room/2185-news-agency/releases-en/45373-pib-varia-0-1-no-terceiro-trimestre-de-2026
https://www.ibge.gov.br/en/statistics/economic/national-accounts/17262-quarterly-national-accounts.html?lang=en-GB&t=resultados
https://www.ibge.gov.br/en/statistics/economic/national-accounts/17262-quarterly-national-accounts.html?lang=en-GB&t=resultados
https://agenciadenoticias.ibge.gov.br/en/agencia-press-room/2185-news-agency/releases-en/45373-pib-varia-0-1-no-terceiro-trimestre-de-2026
https://www.bcb.gov.br/content/ri/relatorioinflacao/202512/rpm202512p.pdf
https://cbonds.ru/indexes/42571/
https://www.pmi.spglobal.com/Public/Home/PressRelease/8ea48b1f1bfa41949363e399967ddb41
https://www.pmi.spglobal.com/Public/Home/PressRelease/8ea48b1f1bfa41949363e399967ddb41
https://www.pmi.spglobal.com/Public/Home/PressRelease/5f553555fb00401584b232a57792ae88
https://cbonds.ru/indexes/42635/
https://www.pmi.spglobal.com/Public/Home/PressRelease/8ea48b1f1bfa41949363e399967ddb41
https://cbonds.ru/indexes/28963/
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Exchange rate and balance of payments  

At the start of 2025, the Brazilian real stood at around 5.7 BRL/USD, after which a gradual trend towards 

appreciation was observed throughout 2025, albeit with fluctuations, and by December the exchange rate had 

fallen to approximately 5.4 BRL/USD. The national currency was supported by tight monetary conditions. 

Inflation and monetary policy 

In 2025, inflation in Brazil showed a downward trend following peak levels in the first half of the year: having peaked 

at 5.53% y/y in April, the CPI fell to 4.26% y/y in December — below the upper limit of the target range (4.5%). The 

sharpest deceleration in Q4 2025 was seen in the ‘food and beverages’ (from 5.50% to 2.95%) and ‘transport’ (from 

3.69% to 3.07%) categories, whilst ‘housing’ accelerated from 4.46% to 6.79%. In response to inflationary pressures, 

the Central Bank raised the Selic rate from September 2024, bringing it to 15% in June 2025 — one of the highest 

levels in the last 20 years. Inflation expectations for the end of 2026 stood at 3.92%, against a target of 3.0% (±1.5 

percentage points). In January 2026, the Central Bank signalled its readiness to begin a cycle of monetary policy 

easing; analysts expect the Selic rate to stand at 12.25% by the end of 2026 and 10.50% by the end of 2027. 

 

Fig. 2. Inflation and SELIC key rate, %. Source: Central Bank of Brazil 

The unemployment rate fell from 7.0% in March to a historic low of 5.1% in December, whilst real average income rose 

from 3,480 to 3,613 reais. However, the fact that real wages are rising faster than productivity is supporting 

consumption and may hinder rapid disinflation, particularly in the services sector. 

According to the Central Bank, the total loan portfolio stood at 7.13 trillion reais in December 2025 (10.3% year-on-

year, compared with 11.5% year-on-year in 2024). The slowdown was more pronounced in the corporate segment 

(8.2% y/y compared with 9.9% y/y in 2024), whilst lending to individuals slowed more moderately (11.7% y/y compared 

with 12.6% y/y). Lending to corporate clients at market rates virtually stagnated (2.3% y/y compared with +9.5% y/y in 

2024), whilst targeted lending increased by 18.4% y/y, becoming the main channel for corporate financing. The 

weighted average interest rate in December 2025 stood at 32.1% per annum: 20.0% for corporate clients and 37.6% 

for retail clients. The banking spread remained high at around 20.9 percentage points. According to the breakdown of 

the ICC Loan Cost Index, the main components are the cost of funding (37.9%), overdue debt (20.9%), administrative 

expenses (15.1%), taxes (13.2%) and the bank margin (12.9%). The level of overdue debt rose to 4.1% (+1.1 

percentage points over the year). Around 42% of the portfolio consists of targeted lending at subsidised rates, financed 

by the National Treasury, which keeps rates high in the unregulated segment. The combination of structural factors 

means that even if the Selic rate falls, the cost of borrowing for borrowers will decline more slowly and to a lesser 

extent than the key rate. 
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https://tradingeconomics.com/brazil/currency
https://biblioteca.ibge.gov.br/visualizacao/periodicos/236/inpc_ipca_2025_dez.pdf
https://www.bcb.gov.br/en/statistics/graphicdetail/graphicstatistics/precos
https://biblioteca.ibge.gov.br/visualizacao/periodicos/236/inpc_ipca_2025_dez.pdf
https://www.gov.br/fazenda/pt-br/central-de-conteudo/publicacoes/conjuntura-economica/inflacao/2025/informativo-ipca-dez2025.html
https://www.gov.br/fazenda/pt-br/central-de-conteudo/publicacoes/conjuntura-economica/inflacao/2025/informativo-ipca-dez2025.html
https://www.bcb.gov.br/en/statistics/graphicdetail/graphicstatistics/metaselic
https://www.bcb.gov.br/en/monetarypolicy/Inflationtargeting?utm_source=chatgpt.com
https://www.bcb.gov.br/en/monetarypolicy/Inflationtargeting?utm_source=chatgpt.com
https://www.bcb.gov.br/en/monetarypolicy/Inflationtargeting?utm_source=chatgpt.com
https://www.ibge.gov.br/estatisticas/sociais/trabalho/9173-pesquisa-nacional-por-amostra-de-domicilios-continua-trimestral.html?=&t=series-historicas&utm_source=landing&utm_medium=explica&utm_campaign=desemprego
https://biblioteca.ibge.gov.br/visualizacao/periodicos/3086/pnacm_2025_dez.pdf
https://www.bcb.gov.br/en/statistics/monetarycreditstatistics
https://www.bcb.gov.br/content/statistics/monetarycreditstatistics_prev/202602_Monetary_and_credit_statistics_text.pdf
https://www.bcb.gov.br/en/statistics/monetarycreditstatistics
https://www.bcb.gov.br/en/statistics/monetarycreditstatistics
https://www.bcb.gov.br/en/statistics/monetarycreditstatistics
https://www.bcb.gov.br/en/statistics/monetarycreditallpubs?ano=2026
https://www.bcb.gov.br/en/statistics/monetarycreditallpubs?ano=2026
https://www.bcb.gov.br/en/statistics/monetarycreditallpubs?ano=2026
https://www.bcb.gov.br/content/publications/financialstabilityreport/202504/fsrFullRep.pdf
https://www.bcb.gov.br/content/publications/financialstabilityreport/202504/fsrFullRep.pdf
https://www.bcb.gov.br/content/statistics/monetarycreditstatistics_prev/202601_Monetary_and_credit_statistics_text.pdf
https://www.bndes.gov.br/hotsites/Relatorio_Anual_2023/BNDES_RA2023_en.pdf
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The current account remained in deficit in 2025, though its performance improved towards the end of the year 

($9.8 billion in January vs $3.4 billion in December). For the year as a whole, the current account deficit stood at 

$68.8 billion (3% of GDP). The main sources of the deficit remained the negative primary income balance, linked 

to interest, dividend and profit payments to foreign investors, as well as the services deficit. 

Brazil’s trade balance maintained a significant surplus, though it declined compared with 2024: the surplus stood 

at $68.3 billion against $74.2 billion a year earlier (–7.9% y/y), yet remained the third-largest annual figure in the 

history of records dating back to 1989. The reduction in the surplus was driven by stronger growth in imports 

(+6.7% y/y to $280.4 billion), fuelled by rising domestic demand. Meanwhile, exports reached $348.7 billion 

(+3.5% y/y). In the second half of the year, the trade balance strengthened significantly: in December, the surplus 

stood at $9.633 billion (+107.8% y/y), the highest for that month in the history of records, driven by increased 

exports of soya, crude oil, non-monetary gold and beef. 

According to the Central Bank, in 2025, foreign direct investment (FDI) inflows amounted to $77.7 billion (3.41% 

of GDP), which is 4.8% higher than the 2024 figure ($74.1 billion, 3.39% of GDP). The steady inflow of FDI 

indicates that the Brazilian economy remains attractive to investors. In 2024, the sectoral breakdown of incoming 

investment was dominated by financial services and auxiliary financial activities (19.5% of new capital inflows), 

trade (12.1%) and agriculture, livestock and mining (10.6%). In terms of the geographical structure of investment 

(2024 data), European countries account for around 59.1% of the total FDI stock in Brazil, with the key investors 

being the Netherlands (38.2% of European investment), Luxembourg (14.6%), France (11.0%), Spain (10.0%) 

and the United Kingdom (6.0%). North American countries account for 26.1% of the total, of which 87% consists 

of US investment. Based on the criterion of the ultimate controlling investor, the US remains the largest single 

source of FDI in Brazil, with its stake in the capital of Brazilian companies reaching $232.8 billion by the end of 

2024, concentrated in financial services, information technology and trade. France and Spain are also among 

the largest investors, focusing primarily on oil and gas extraction, the financial sector and telecommunications. 

Brazil’s international reserves stood at $329.7 billion in 2024, and the currency composition has undergone 

significant changes since 2020; despite the continued dominance of the US dollar, its share fell by 7.6 percentage 

points, the euro by 2.6 percentage points, whilst the yuan’s share rose by 4.1 percentage points, reflecting the 

gradual diversification of the reserve portfolio. In 2025, international reserves rose to $358.2 billion, strengthening 

the resilience of the external sector. In the reserve structure at the end of 2025, total foreign exchange assets 

accounted for 93.3%, and gold for 6.7%. The main sources of reserve growth were: changes in exchange rates 

(+$12.9 billion), interest income on portfolio assets (+$8.9 billion) and the revaluation of assets, primarily gold 

(+$6.8 billion). 

It should be noted that in September–November 2025 the Central Bank of Brazil resumed gold purchases for the 

first time since 2021: 43 tonnes were acquired, resulting in gold reserves increasing from 129.7 tonnes to 172.4 

tonnes by the end of 2025, which was one of the factors behind the growth in the share of gold compared with 

the end of 2024 (3.55%). 

 

Fig. 3. Brazil’s international reserves: 2020–2025. Source: Central Bank of Brazil 
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https://www.bcb.gov.br/content/statistics/externalsectorstatistics_prev/202601_External_sector_statistics_text.pdf
https://www.bcb.gov.br/en/publications/directinvestmentreport
https://www.bcb.gov.br/en/statistics/graphicdetail/graphicstatistics/reservasInternacionais
https://www.bcb.gov.br/content/publicacoes/relgestaoreservas/GESTAORESERVAS202503-relatorio_anual_reservas_internacionais_2025.pdf
https://www.bcb.gov.br/en/statistics/graphicdetail/graphicstatistics/reservasInternacionais
https://www.bcb.gov.br/en/financialstability/internationalreserves
https://www.bcb.gov.br/en/financialstability/internationalreserves
https://www.bcb.gov.br/content/statistics/externalsectorstatistics_prev/202601_External_sector_statistics_text.pdf
file:///C:/Users/daniel/Downloads/Gold-Demand-Trends-Q4-FY-2025.pdf
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Fiscal and tax policy  

Public debt continued to rise throughout 2025. At the start of the year, gross public debt stood at around 75.5% 

of GDP and gradually increased, reaching 78.7% of GDP by the end of December 2025. The key factor driving 

debt growth in 2025 was the nominal budget deficit, which stood at 1.092 trillion reais, or 8.6% of GDP, 

significantly exceeding the 2024 figure of 0.768 trillion reais, or 6.5% of GDP. Nominal interest payments on public 

debt in 2025 reached 1.128 trillion reais (8.9% of GDP). By comparison, in 2024 interest payments amounted to 

880 billion reais (7.5% of GDP). The sharp rise in interest expenditure directly reflected the tight monetary policy. 

By the end of 2025, the primary deficit of the consolidated public sector—which represents the budget deficit 

excluding interest payments on debt and covers the federal government, states, municipalities and state-owned 

enterprises, stood at around 0.4% of GDP, indicating that it was the interest channel, rather than current 

budgetary imbalances in revenue and expenditure, that was the main source of the deterioration in debt 

indicators. According to the Ministry of Finance’s forecasts, this upward trajectory is expected to continue into 

2026. The report forecasts that gross government debt will reach approximately 83.6% of GDP by the end of 

2026. Nominal interest payments remain the main driver of debt growth, contributing 8.8 percentage points of 

GDP in 2026. The Brazilian Ministry of Finance notes that, in order to begin reducing debt, it is necessary to 

consistently achieve a primary surplus in the consolidated public sector and to reduce the ratio of interest 

expenditure to GDP. Furthermore, these forecasts indicate that debt may continue to rise until it peaks at 88.6% 

of GDP around 2033. 

 

Fig. 4. Public debt and budget deficit, % of GDP and BRL trillion. Source: Central Bank of Brazil 

Equity and debt markets 

The IBOVESPA index showed significant growth in 2025 – up 34% year-on-year (from 120,100 points in January 

to 161,100 points in December) – despite tight monetary conditions, marking its best annual performance since 

2016. This growth was driven by improved macroeconomic expectations, an inflow of foreign capital and 

increased risk appetite among investors. Over 60% of the index’s weighting is accounted for by the financial 

sector (28%), energy (19%) and commodities companies (17%). Oil and gas producers (Petrobras, Eneva, Petro 

Rio) and mining giants ( , Vale , Gerdau) rose against a backdrop of high commodity prices, whilst bank shares ( 

, Itaú Unibanco , Bradesco) benefited from high interest margins. 

At the start of 2025, the yield curve had a pronounced inverted shape with a hump in the medium-term segment. 

Three-month bonds were trading at a yield of 13.74%, which was higher than the then-current Selic rate of 

13.25% and already reflected expectations of an imminent rise. Further along, the curve rose sharply: one-year 

bonds at 14.47%, two-year bonds at 15.23% — the peak value across the entire curve — and three-year bonds 

at 15.13%, after which it declined gradually towards the long end: five-year bonds at 14.97%, seven-year bonds 

at 14.94%, eight-year bonds at 14.92% and nine-year bonds at 14.90%. The spread between three-month and 
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two-year securities stood at +149 bps, whilst that between five-year and nine-year securities was just −7 bps, 

indicating a virtually flat long end of the curve. 

This configuration reflected the concentration of maximum uncertainty in the 1–3-year horizon, where the impact 

of tight monetary policy on demand and investment is most pronounced. The spread of almost 200 bps between 

the Selic rate and the peak of two-year yields signalled that the market was pricing in significant scope for further 

rate hikes, which was subsequently confirmed by the rate reaching 15%. This was consistent with the 

macroeconomic situation at the time: inflation was consistently above 5%, and the composite PMI was in 

contraction territory. 

By the start of Q4 2025, the curve had undergone a fundamental restructuring. The short end rose to 14.81%, 

catching up with the actual Selic rate, whilst the medium-term segment fell sharply: two-year yields dropped to 

13.52% (-171 bps since the start of the year), and three-year yields to 13.34% (-179 bps). This decline was driven 

by a slowdown in inflation to 4.68% y/y against the backdrop of a record harvest, as well as the strengthening of 

the real and the rise in the stock market, which reduced the risk premium. As a result, the market shifted from 

expectations of a further rate hike to expectations of a subsequent cut, whilst maintaining a high ‘cost of money’ 

at the short end. 

By the end of the year, the divergence had widened: two-year yields fell to 13.10%, whilst nine-year yields rose 

to 13.85%, widening the 9Y–2Y spread from +20 bps in October to +75 bps in December — the market reinforced 

expectations of monetary policy easing in the medium term, whilst maintaining an elevated risk premium on long-

term maturities due to fiscal uncertainty. 

Thus, over 2025, the curve shifted from the hump-shaped profile characteristic of the peak of the tightening cycle 

to a configuration with an inverted short end and a positive slope in the long end, typical of the mature phase of 

the cycle. The trajectory of the long end in 2026 will be determined primarily by fiscal factors: an increase in gross 

debt to 78.7% of GDP, with a forecast of reaching 83.6%, and interest expenditure remaining close to 9% of GDP, 

form a stable source of term premium, limiting the decline in long-term yields even with monetary policy easing. 

 

Fig. 5. Government bond yield curve. Source: CBonds 

Sovereign ratings remained at speculative grade: Moody’s (Ba1), S&P Global (BB) and Fitch (BB) affirmed their 

ratings with a stable outlook.  

Throughout 2025, Brazil’s sovereign spread showed a marked tendency to narrow. In early January, the risk 

premium reached 240 bps, one of the highest levels in recent years, a legacy of the turbulent end to 2024. By 

way of comparison, a year earlier, in January 2024, the spread was in the range of 165–184 bps, with the market 
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anticipating a continuation of monetary policy easing, whereas by early 2025 the Central Bank was in the active 

phase of tightening. 

From January to September, the risk premium narrowed steadily, reaching a low of 165 bps (−75 bps). In Q4, 

however, there was a partial pullback: rising US Treasury yields and a reassessment of global expectations 

regarding the Fed rate temporarily widened the spread, after which it stabilised and ended the year at 184 bps, 

56 bps below the January peak. The partial narrowing of the spread in Q4 is consistent with developments on 

the yield curve; the rise in long-term yields suggests that the fiscal component of country risk is limiting its further 

narrowing. 

Looking ahead, the dynamics of the risk premium will be determined by the balance of two forces. The start of 

the Selic rate cut cycle and the stabilisation of inflation within the target corridor create conditions for the spread 

to return to September lows or below. However, without convincing steps to stabilise the fiscal trajectory, the 

market will continue to demand higher compensation for Brazil’s sovereign risk, even as monetary conditions 

improve. 

In 2025, Brazil carried out a significant volume of sovereign placements in both the external and domestic 

markets. In the external market, the total volume of placements amounted to $9.25 billion, distributed across four 

issues with varying durations. The largest placement of the year was the February issue of Eurobonds worth $4.5 

billion, with a coupon of 6.625% and maturing in 2035. In the fourth quarter, an issue worth $1.5 billion was 

placed, with a coupon of 5.5% and maturing in 2033. The structure of external placements reflects the 

government’s desire to diversify the duration of sovereign debt; the maturities of new issues span a wide range 

from 5 to 31 years, which indicates the market’s willingness to accept Brazilian risk over extremely long maturities. 

However, this opportunity comes at the cost of higher yields; the coupon on the ultra-long-term issue stood at 

7.25% compared to 5.5% for medium-term securities. The domestic market was dominated by placements of 

LTN discount instruments: the total volume of the five largest issues exceeded 841 billion reais, with the largest 

volumes accounted for by securities maturing in 2029. This placement structure indicates active use of the 

domestic debt market to finance the budget deficit amid high interest rates.  

In 2026, Brazil faces a significant volume of sovereign debt redemptions, spread across several major dates 

throughout the year. Based on the issues shown in the table, the total volume of redemptions in local currency 

amounts to 666.4 billion reais, with the largest payments falling in January and July. Additionally, a dollar-

denominated issue worth $2.18 billion is due for redemption in April 2026.  

Brazil’s corporate debt market has shown steady growth. The volume of domestic corporate bonds increased 

from $228.4 billion at the end of 2024 to $327 billion at the end of 2025 (+43%), whilst the corporate Eurobond 

segment remained stable, rising from $137.2 billion to $139.8 billion (+1.9%).  

https://cbonds.ru/indexes/Cbonds-Brazil-Sovereign-Eurobond-T-spread-Index/
https://www.privatebanking.hsbc.com/wih/investments-Insights/market-update/market-update-fomc-the-fed-reacts-to-economic-uncertainty/
https://www.privatebanking.hsbc.com/wih/investments-Insights/market-update/market-update-fomc-the-fed-reacts-to-economic-uncertainty/
https://cbonds.ru/bonds/?emitent_country_id=0-3k&emitent_type_id=0-8&date_of_end_placing_min=2025-01-01&date_of_end_placing_max=2025-12-31&order=document&dir=asc
https://cbonds.ru/bonds/?emitent_country_id=0-3k&emitent_type_id=0-8&date_of_end_placing_min=2025-01-01&date_of_end_placing_max=2025-12-31&order=document&dir=asc
https://cbonds.ru/bonds/?emitent_id=420&emitent_type_id=0-8&consider_put_call_date=1&maturity_date_min=2026-01-01&maturity_date_max=2026-12-31&order=document&dir=asc
https://cbonds.ru/bonds/?emitent_id=420&emitent_type_id=0-8&consider_put_call_date=1&maturity_date_min=2026-01-01&maturity_date_max=2026-12-31&order=document&dir=asc
https://cbonds.ru/indexes/63865/
https://cbonds.ru/indexes/21471/
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Russia 
In 2025, the Russian economy entered a phase of slower growth: GDP growth stood at around 1%, whilst 

business activity deteriorated throughout the year and stabilised in Q4 2025. Inflation slowed 

significantly by the end of the year – from 9.52% to 5.59% – whilst inflation expectations remained 

elevated, and nominal wage growth and labour shortages continued to fuel domestic price pressures. 

The rouble continued to strengthen, and international reserves rose to record levels. 

The real sector and economic activity 

GDP growth in 2025, according to Rosstat’s first estimate, stood at 1% year-on-year. According to the IMF, growth 

in 2025 will be 0.6%, and in 2026 – 0.8%, as indicated in the organisation’s January report. The earlier downward 

revision from 1.2% (January 2025 forecast) to 1% in October occurred against a backdrop of falling energy prices 

and a slowdown in growth in the manufacturing sector. According to the World Bank, economic growth for 2026 

will be 0.8%. 

The composite PMI index went through three phases 

in 2025: from a strong start to the year (54.7 points in 

January) to a summer-autumn downturn (following 

51.4 points in May, there was a sharp drop to 47.8 

points in July and 46.6 points in September) and 

stabilisation at 50 points in autumn and winter. In Q4 

2025, the index gradually declined from 50.2 in October 

to 50.0 in December 2025. The downturn in early 2025 

occurred against the backdrop of tight monetary policy, 

whilst the September decline was driven by an 

accelerated rate of decline in demand from May 2025. 

At the same time, large-scale government spending, 

including the defence sector (7% of GDP), may have 

acted as a factor in cushioning the decline in output in 

certain industrial sectors, but did not offset the fall in 

demand in the civilian sectors and rising costs, which 

was reflected in the PMI. 

 

 

Fig. 1 Change in the PMI index in 2024–2025: 

composite, manufacturing and services indices. 

Source: S&P Global PMI data 
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The Purchasing Managers’ Index (PMI) showed the most significant changes in the services sector, with growth 

observed (from 47.0 points in September to 51.7 points, 52.2 points and 52.3 points in Q4 2025) against a 

backdrop of a seasonal improvement in demand. Given the fluctuations in the manufacturing PMI (48.0 points in 

October, 48.3 points in November and 48.1 points in December) due to a decline in overseas sales, as well as 

rising supplier and raw material prices, the composite index gradually fell from 50.2 points in October to 50.0 

points in December. At the same time, the real sector’s performance remained uneven: the downturn was more 

pronounced in export-oriented industrial sectors (such as the metallurgical complex), whilst the financial sector 

and certain service sectors remained relatively stable, supported by domestic demand. 

Inflation and monetary policy 

Inflation in October–December 2025 fell at an accelerated pace (falling from 7.71% in October to 6.64% in 

November and 5.59% in December), which is below the Bank of Russia’s earlier forecasts of 6.5–7% for Q4 

2025. The easing of inflationary pressure was linked to a slowdown in price growth for certain categories of food 

and non-food goods, as well as a weakening of domestic demand due to the postponement of price increases 

until January 2026.  

https://rosstat.gov.ru/folder/313/document/277380
https://www.imf.org/en/countries/rus
https://www.imf.org/en/publications/weo/issues/2025/01/17/world-economic-outlook-update-january-2025
https://www.rbc.ru/economics/14/10/2025/68ee65639a79476e32418c1a
https://lenta.ru/news/2026/01/13/vsemirnyy-bank-ponizil-prognoz-rosta-rossiyskoy-ekonomiki/
https://www.pmi.spglobal.com/Public/Home/PressRelease/e953b675dba5487e9b28acd66fec3efd
https://www.pmi.spglobal.com/Public/Home/PressRelease/e6232d5206ff4e028ae52e986e17898f
https://www.pmi.spglobal.com/Public/Home/PressRelease/e6232d5206ff4e028ae52e986e17898f
https://www.pmi.spglobal.com/Public/Home/PressRelease/e6232d5206ff4e028ae52e986e17898f
https://www.pmi.spglobal.com/Public/Home/PressRelease/596c1e5562244352a6581381d2ffa6ba
https://www.pmi.spglobal.com/Public/Home/PressRelease/a7975cea3b864e3fb1e68916e10d92de
https://www.pmi.spglobal.com/Public/Home/PressRelease/e37334da89a5427f86cad5eae8515bb1
https://www.pmi.spglobal.com/Public/Home/PressRelease/ddb690c62d014ed1a09b1e1760ea7219
https://www.cbr.ru/hd_base/infl/
https://www.cbr.ru/hd_base/infl/
https://rosstat.gov.ru/storage/mediabank/3_16-01-2026.html
https://tass.ru/ekonomika/25554219
https://tass.ru/ekonomika/25554219
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 The highest price increases were observed in the categories of frozen fish – 16.98%, alcoholic beverages – 

11.12%, bread and bakery products – 11.12%, and a fall in prices for chicken eggs – by 20.04%, fruit and 

vegetables – by 8.8% and sugar – by 6.41%), a decrease in prices for some non-food goods (television and radio 

goods fell by 8.53%, electrical goods by 4.96%). Conversely, petrol prices rose by 10.78%, medicines by 9.88% 

and tobacco products by 7.08%. In 2025, inflation in Russia slowed by almost 1.7 times compared to 2024 — 

from 9.5% to 5.6%.  

Since October 2025, the consumer sentiment index has been rising, according to data from a survey by infOM 

LLC. Inflation expectations rose from 12.6% (October) to 13.3% in November and 13.7% in December, before 

levelling off in January 2026. There are several reasons for this rise: the expected tax burden, rising prices for 

housing and communal services, and seasonal factors. Observed inflation, in turn, rose less rapidly, falling to 

14.1% in October and stabilising at 14.5% in November, December 2025 and January 2026 (12.4% average in 

2024, 13.23% average in 2025). Over the year, inflation expectations rose by 0.07%.  

In December 2025, the growth rate of lending to the economy in roubles accelerated to 9.4% y/y (vs 8.9% in 

October and 8.6% in November), which corresponds to the lowest rate for 2025. The volume of lending amounted 

to RUB 156,480 billion. Foreign currency lending fell by 9.9% in December 2025, demonstrating a steady decline 

against the backdrop of intensified sanctions and the transition to rouble settlements. Companies are actively 

replacing foreign currency loans and credits with rouble ones, whilst financial institutions have been more actively 

repaying their liabilities – claims on organisations at the end of the year stood at 12.7% y/y in November and 

October. Corporate loans rose by 10.3% year-on-year in December and by 11.8% over the year, totalling 96,084 

billion roubles. Lending to households rose by 2.8% in December 2025 (to RUB 40,010 billion), indicating a shift 

in banks’ focus towards consumer and mortgage lending ahead of the tightening of family mortgage conditions. 

Mortgage lending showed growth i) against the backdrop of a reduction in the key rate (the weighted average 

mortgage rate fell from 7.9% to 7.6% in December (taking into account subsidised loans)), ii) against the backdrop 

of expectations of tighter conditions for ‘Family Mortgages’ in February 2026, standing at 2.4% in December with 

an annual increase of 9.0%. The consumer loan portfolio decreased by 0.7% in December and 4.6% year-on-

year. This trend is driven by persistently high interest rates: average rates on long-term and short-term loans 

stood at 27.2% and 16.3% respectively. 

The labour market trend for 2025 is a decline in labour demand (the number of vacancies fell by 13% year-on-

year). The unemployment rate remains at a record low of 2.1%, but the labour market is now characterised by a 

decline in the number of young workers (the average age of workers in Russia has reached 42.5 years) and 

stricter requirements from employers. Staff shortages persist in the construction and manufacturing sectors, 

transport/logistics, retail, healthcare and IT. The employment rate by the end of 2025 stood at over 61.8%, with 

the total labour force numbering 76.5 million people. Trends observed in 2025: rising wages – between January 

and November 2025, real wages rose by 4.8%, though significant regional variations persist. Nominal wages 

increased by +14.2% y/y to 96,772 roubles. Real cash income growth for 2025 stood at +7.7% y/y, following a 

rise of +9.9% y/y in 2024. In Q4 2025, real incomes rose by 6.0% y/y following 8.0% y/y in the previous quarter. 

The average wage stood at 112,542 roubles, with a peak of 139,727 roubles in December. 

https://rosstat.gov.ru/storage/mediabank/3_16-01-2026.html
https://rosstat.gov.ru/storage/mediabank/3_16-01-2026.html
https://rosstat.gov.ru/storage/mediabank/3_16-01-2026.html
https://rosstat.gov.ru/storage/mediabank/3_16-01-2026.html
https://rosstat.gov.ru/storage/mediabank/3_16-01-2026.html
https://rosstat.gov.ru/storage/mediabank/3_16-01-2026.html
https://rosstat.gov.ru/storage/mediabank/3_16-01-2026.html
https://rosstat.gov.ru/storage/mediabank/3_16-01-2026.html
https://cbr.ru/Collection/Collection/File/59604/inFOM_26-01.pdf
https://cbr.ru/Collection/Collection/File/59608/credit_m2x_2026-01.pdf
https://cbr.ru/press/event/?id=28272
https://cbr.ru/statistics/bank_sector/mortgage/Indicator_mortgage/1225/
https://cbr.ru/press/event/?id=28272
https://cbr.ru/press/event/?id=28272
https://cbr.ru/statistics/bank_sector/int_rat/1125/
https://www.kommersant.ru/doc/8439787
https://www.rosstat.gov.ru/
https://tass.ru/ekonomika/25808239
https://tass.ru/ekonomika/25808239
https://www.economy.gov.ru/material/file/download/021bb908e9cb3b7fd5d6481b0cef1cfb/o_tekushchey_situacii_v_rossiyskoy_ekonomike_itogi_2025_goda.pdf
https://www.economy.gov.ru/material/file/download/021bb908e9cb3b7fd5d6481b0cef1cfb/o_tekushchey_situacii_v_rossiyskoy_ekonomike_itogi_2025_goda.pdf
https://www.rosstat.gov.ru/labor_market_employment_salaries
https://www.rosstat.gov.ru/labor_market_employment_salaries
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Fiscal and tax policy 

According to preliminary estimates by the Russian Ministry of Finance, federal budget revenue in 2025 amounted 

to RUB 37,284 billion (+1.6% y/y), whilst expenditure stood at RUB 42,928 billion (up 6.8% y/y). The level of 

expenditure was virtually in line with the State Duma’s October forecast, whilst revenue exceeded expectations 

by 772 billion roubles. In the initial forecast adopted in November 2024, revenue in 2025 was expected to be 

40,296 billion (with oil and gas revenue of 1,813 billion), and expenditure 41,470 billion. The federal budget for 

Q4 2025 resulted in a deficit of 5,645 billion roubles (compared to an initial deficit of 1,173 billion), representing 

2.6% of GDP. Structurally, non-oil and gas revenues amounted to 28,807 billion roubles (+12.6% y/y), driven by 

an increase in the tax burden following the introduction of a progressive tax scale and the rise in the corporate 

income tax rate to 25%, which led to a 7.1% increase in tax revenues. Oil and gas revenues fell by 23.8% y-o-y, 

amounting to RUB 8,477 billion compared with RUB 11,131 billion in December 2024. The main reasons for the 

decline in revenues were the fall in global oil prices, the strengthening of the rouble exchange rate, and the 

increase in the discount on Urals crude from 17% in October to 23% in November and December. The Russian 

Federation’s consolidated budget for 2025, according to preliminary estimates, was executed with a deficit of 

8,291 billion roubles, with revenue growing by 6.5% (amounting to 75,573 billion roubles) and expenditure by 

13.1% (83,865 billion roubles). 

In 2025, the key rate remained at 21% until May, 

which helped to cool the economy following a 

significant gap between high domestic demand 

and limited supply. Against the backdrop of 

emerging inflationary trends, the Bank of Russia 

shifted to a cycle of monetary policy easing in the 

second half of 2025. The regulator’s decisions 

were accompanied by markedly cautious 

rhetoric, reflecting persistent inflationary risks. In 

June, a gradual reduction in the rate began, first 

to 20% and then a significant cut to 18% in 

August, after which the rate was reduced by 0.5–

1.0 percentage points in Q3 and Q4 2025. In Q4 

2025, the key rate was reduced to 16.0%; in 

February 2026, the rate was cut by a further 0.5 

percentage points to 15.5%, and a dovish signal 

was given. 

 

 

Fig. 2 Changes in the key rate, inflation, the inflation rate and 

nominal wages. Source: Central Bank of the Russian 

Federation  

The steady decline in inflation, coupled with a slight easing in the labour market, has enabled the Bank of Russia 

to revise its forecast for achieving the 4% target in the second half of 2026, with an average interest rate of 13–

15%. Nevertheless, risks remain associated with heightened inflation expectations and high real wage growth, 

which could negatively impact the pace of key rate cuts.  
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https://minfin.gov.ru/ru/press-center/?id_4=40166-predvaritelnaya_otsenka_ispolneniya_federalnogo_byudzheta_za_2025_god
http://duma.gov.ru/news/62300/
http://duma.gov.ru/news/62300/
https://www.garant.ru/products/ipo/prime/doc/410924352/
https://www.garant.ru/products/ipo/prime/doc/410924352/
https://www.garant.ru/products/ipo/prime/doc/410924352/
https://minfin.gov.ru/ru/press-center/?id_4=40166-predvaritelnaya_otsenka_ispolneniya_federalnogo_byudzheta_za_2025_god
https://minfin.gov.ru/ru/press-center/?id_4=40166-predvaritelnaya_otsenka_ispolneniya_federalnogo_byudzheta_za_2025_god
https://www.interfax.ru/business/1073372
https://www.interfax.ru/business/1073372
https://www.interfax.ru/business/1073372
https://cbr.ru/analytics/dkp/inflationary_expectations/Infl_exp_25-12/
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In November, the draft federal budget for 

2026 was approved, indicating that total 

revenue will amount to 40,283 billion 

roubles, with expenditure totalling 44,069 

billion roubles. The deficit is planned at 3,786 

billion roubles, or 1.6% of GDP. Furthermore, 

2026 began with a comprehensive overhaul 

of the tax system: an increase in the 

standard VAT rate to 22%, a reduction in tax 

relief for small and medium-sized enterprises 

– the 15% reduction in contribution rates is 

being abolished; however, for IT 

organisations, the rate of such contributions 

will rise from 7.6% to 15%, an increase in 

excise duties on excisable goods, etc. 

 

 

Fig. 3 Volume of revenue and expenditure in the Russian 

Federation’s federal budget for 2024–2026 (draft). Source: 

Russian Ministry of Finance 

Russia’s domestic debt exceeded 30.6 trillion roubles (around 14.4% of GDP) by early 2026. OFZs account for 

around 80% of the government debt structure, with debt growth standing at 29.11% year-on-year. It is expected 

that by the end of 2025, public debt will amount to around 16.5–20.4% of GDP. In 2026, Russia’s public debt is 

expected to rise due to the need to cover the budget deficit against a backdrop of falling revenues from oil and 

gas exports. In October 2025, the total debt of organisations and households, including government debt, stood 

at 170.5 trillion roubles (around 80.9% of GDP), with domestic borrowing accounting for 94.2% of total debt. 

External debt as at 1 January 2026 stood at $319.8 billion (13% of GDP over the past 12 months), having fallen 

by $14.3 billion since the start of Q3 2025 due to the settlement of outstanding international payments and a 

reduction in loans/borrowings, including direct investment. Since the start of 2025, debt has increased by $30.0 

billion (10.4% y/y). 

Foreign exchange market and balance of payments 

According to preliminary estimates of key aggregates of the Russian Federation’s balance of payments, the 

current account stood at $41.4 billion in 2025 and $9.2 billion in Q4 2025. Over 2025, the current account balance 

fell by $21.2 billion compared with 2024. The reduction in the current account surplus was primarily due to a fall 

in the trade surplus, a decline in exports of mineral products, as well as metals and articles thereof. The trade 

balance for the estimated Q4 2025 fell from $31.6 billion to $28.1 billion. The goods trade surplus decreased from 

$132.1 billion to $116.7 billion year-on-year due to a widening deficit in travel and other services.  

From January 2025, the average rouble exchange rate strengthened from 100.87 to 78.44 roubles in December, 

with significant appreciation of 7.8% and 7.3% in February and March, respectively, primarily due to the large-

scale sale of foreign currency proceeds by exporting companies on the domestic market. The rouble-to-US dollar 

exchange rate in Q4 2025 fluctuated within the range of 76.1–83.0 roubles. By the end of the year, the dollar 

exchange rate had fallen by 23%, with slight fluctuations in growth in Q3 2025. The key factors influencing the 

exchange rate during this period were a seasonal increase in currency supply from exporters (in October and 

December), as well as the continuing current account surplus. In 2026, a gradual weakening of the rouble to an 

average annual exchange rate of 92.2 roubles is expected, according to forecasts by the Russian Ministry of 

Economic Development, due to political instability, as well as the trend towards a reduction in the Central Bank’s 

interest rate, the need to reduce the budget deficit and the recovery of imports.  

Gold and foreign exchange reserves as at 1 January 2026 rose to $754.9 billion. The main catalyst was the rise 

in the price of precious metals (by approximately 65% year-on-year – to $326.5 billion by the end of December 

2025). On 12 December 2025, the European Union decided to impose an indefinite freeze on Russian assets 
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https://www.interfax.ru/business/1049042
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worth €210 billion, in response to which the Bank of Russia filed a claim with the Moscow Arbitration Court; the 

case is currently under consideration.  

Equity and debt markets 

In 2025, the Russian equity market continued to function stably amidst expanding sanctions, macroeconomic 

uncertainty and financial market volatility. Total trading volume on the Moscow Exchange markets remained high 

in 2025: in December 2025, volume rose by 36.6% year-on-year (194.4 trillion roubles compared to 142.3 trillion 

roubles in December 2024), surpassing the figures for October 2025 – 172.6 trillion roubles – and November – 

149.2 trillion roubles. The total volume amounted to RUB 516.2 trillion in Q4 2025, which is higher than the Q4 

2024 figure of RUB 407.2 trillion (+26.8% quarter-on-quarter y/y). The IMOEX index fell by 1.83% y/y. The 

sharpest declines within the index were seen in the shares of Renaissance Insurance (-4.65%), AFK Sistema (-

4.34%), PIK (-4.34%), En+ (-2.13%) and Aeroflot (-1.73%). 

At the end of December, 2-year OFZ yields stood 

at around 13.92%, whilst 10-year yields hovered 

around 14.44%. The yield curve appears to be 

rising for maturities of 0.25–5 years and 

moderately inverted for longer maturities of 5 

years or more. This trend reflects market 

expectations: market participants are pricing in a 

cut in the key rate to no lower than 10%, 

however, due to the need to combat inflation and 

the persistence of structural risks (budget 

expenditure, supply constraints), monetary 

policy will remain tight, maintaining risk 

premiums over the medium term. 

 

 

 

Fig. 4: Chart showing changes in the IMOEX index 

and yields on 2- and 10-year OFZs. Source: MOEX 

Moscow Exchange, Central Bank of the Russian 

Federation 
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India 
In 2025, India’s economy continued to grow: GDP rose by 7.3% y/y against a backdrop of expanding 

domestic demand and private consumption. Inflation remained low (1.3% y/y), which allowed the RBI to 

ease monetary policy and cut the key rate to 5.25%. A narrowing of the trade deficit and a rise in the 

services surplus were accompanied by an outflow of portfolio investment, whilst foreign exchange 

reserves increased. 

Inflation and monetary policy 

Inflation in India remains low against a backdrop of accommodative monetary policy and weak price pressures 

from the food sector. At the end of 2025, inflation stood at 1.33% y/y, down 0.11 percentage points from 

September’s figures and 3.89 percentage points lower than the Q4 2024 level.  Deflation in the food sector, which 

began in June 2025 largely due to increased supply resulting from favourable weather conditions, persisted 

throughout the year and is estimated at -2.71% in December 2025, accounting for around 39% of the aggregate 

impact on the consumer price index. However, compared with the start of Q4 2025, the food CPI shows positive 

growth of +2.31 percentage points. The producer price index stood at 0.83% y/y (+0.7 percentage points q/q).   

Sustained growth in private consumption and PMI readings above 50 reflect the ongoing expansion of domestic 

demand, which may reinforce inflationary expectations (8.1%, -1.6 p.p. y/y), especially given the current low level 

of inflation. Strong wage growth (+14% y/y) amplifies this effect, boosting consumer activity and fuelling 

expectations of further price rises among households and businesses . Sector surveys indicate sustained wage 

growth (+9.5–10% annually from 2022), which is the highest rate in the Asia-Pacific region. 

The real sector and economic activity 

Real GDP growth for 2025 stood at 7.3%, driven primarily by 

growth in private consumption, supported by rising household 

incomes and slowing inflation. According to the IMF’s 

forecast, economic growth of around 6.4% is expected in 

2026. The slowdown in growth projected by S&P Global is 

attributed to the impact of high US tariffs on Indian exports 

and a decline in private sector investment activity against a 

backdrop of persistent high levels of uncertainty. 

The composite business activity index stood at 57.8 at the end 

of 2025 (-3.2 pp q/q and -1.5 pp y/y). In the manufacturing 

sector, the index fell to 55 (-2.7 pp q/q and -1.4 pp y/y), and in 

the services sector to 58 (-2.9 pp q/q and -1.3 pp y/y), which 

is linked to a slower increase in new orders and production 

volumes (according to RBI estimates). That said, indicators 

across all sectors of the economy remain in expansionary 

territory (above the 50-point threshold), which is why RBI 

notes steady growth and ‘healthy’ expansion in key sectors of 

the economy. 

  

 

 

Fig. 1 Inflation, key rate (REPO) and PMI trends, India, % 

and index points, Q4 2024–Q4 2025. Source: RBI Database 

of Indian Economy, Trading Economics 
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https://www.mospi.gov.in/themes/product/9-consumer-price-index-cpi
https://www.pib.gov.in/PressReleasePage.aspx?PRID=2220004&lang=1&reg=3
https://www.mospi.gov.in/themes/product/9-consumer-price-index-cpi
https://ru.tradingeconomics.com/india/food-inflation
https://eaindustry.nic.in/display_data_201112.asp
https://rbidocs.rbi.org.in/rdocs/Publications/PDFs/IESHNOV250512202551DA503E95C0478998BB3FE70CB4A0B7.PDF
https://labourbureau.gov.in/rural-wages
https://www.wtwco.com/en-in/news/2024/10/india-to-maintain-9-point-5-percent-salary-increase-in-2025-wtw-survey-finds
https://www.wtwco.com/en-in/news/2024/10/india-to-maintain-9-point-5-percent-salary-increase-in-2025-wtw-survey-finds
https://www.imf.org/-/media/files/publications/weo/2026/january/english/text.pdf
https://www.spglobal.com/market-intelligence/en/news-insights/research/2025/12/global-economic-outlook-2026
https://ru.tradingeconomics.com/india/composite-pmi
https://ru.tradingeconomics.com/india/manufacturing-pmi
https://tradingeconomics.com/india/services-pmi
https://rbidocs.rbi.org.in/rdocs/Bulletin/PDFs/01AR210126F040402B791F4F00A9845375DE85EDCB.PDF
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According to RBI estimates from October 2025 and the RBI Monetary Policy Committee from February 2026, 

inflation is expected to rise to 4% y/y in Q1–Q2 2026, Q3 2026 – 4.2% y/y and in Q4 2026 – 5.1% y/y.  Policy 

remains focused on controlling inflation and supporting growth.   In December 2025, the repo rate was cut to 

5.25%, whilst the RBI maintained a ‘neutral’ stance and noted the need to support banking sector liquidity for 

economic growth. It was also noted that a further rate cut is possible should growth rates decline significantly.  

Growth in bank lending volumes, excluding government food purchases, in December 2025 stood at +14.4% y/y, 

with a significant acceleration observed in the industrial sector – 5.8 percentage points higher than a year earlier 

(13.3% vs 7.5%). At the end of 2025, the unemployment rate stood at 4.8% (-0.4 percentage points quarter-on-

quarter and -1.6 percentage points year-on-year). Wage increases are seen as a means of reducing staff turnover 

and reflect robust economic growth, the expansion of key economic sectors and continued high demand for 

labour. 

Exchange rate and balance of payments  

In 2025, the trend in India’s current account was driven by a narrowing of the trade deficit and an increase in the 

services surplus. The trade deficit narrowed by 2.3% year-on-year, whilst the services surplus increased by 9.7% 

year-on-year. The improvement in the trade balance was largely driven by growth in exports of machinery and 

equipment (+10.7% y-o-y), electronics (+35% y-o-y) and chemical products (+3.12% y-o-y). Collectively, these 

product groups account for around 36% of India’s total merchandise exports. The rapid growth in electronics 

exports was driven by the fast-developing semiconductor industry ecosystem, the implementation of government 

programmes to stimulate electronics production, and flexible management of tariff pressures (The Times of India, 

2025). The target for electronics exports is $200 billion by 2030. At the same time, no significant decline in the 

value of imports was observed for most major commodity groups, with the exception of crude oil and petroleum 

products (-4.26% y/y), which account for the largest share of Indian imports – around 23.4%. Rising oil prices, 

uncertainty in global trade and pressure related to Russian supplies to the Indian market had a dampening effect 

on imports of oil and petroleum products. Russia remains India’s largest exporter of crude oil and petroleum 

products (33.6%, up 3.9 percentage points on the previous year); in 2025, around 80.7% (-4 percentage points 

year-on-year) of all Russian exports consisted of crude oil and petroleum products. 

In 2025, the capital account recorded a significant deterioration in indicators year-on-year: net capital inflows 

were replaced by a substantial outflow (-125.9% year-on-year). The key drivers of this trend were a sharp decline 

in foreign direct investment (-45.1% y-o-y) and a negative balance in portfolio investment (-148.4% y-o-y). 

According to RBI estimates, the dynamics of portfolio flows in early 2025 were largely driven by the repatriation 

of capital by foreign investors against a backdrop of a global reassessment of risks, increased uncertainty 

regarding US economic policy, and rising yields on alternative financial assets abroad. At the same time, the US 

and a number of European countries are showing a steady increase in their share of ownership of Indian assets, 

whilst the shares of Mauritius and Singapore are rapidly declining, partly due to tighter tax regulations and stricter 

disclosure requirements (The Economic Times, 2026). Foreign exchange reserves are growing: +14.3% y/y in 

rupee terms and +8.8% y/y in dollar terms. 

https://www.rbi.org.in/Scripts/PublicationsView.aspx?id=23426
https://www.rbi.org.in/Scripts/PublicationsView.aspx?id=23426
https://timesofindia.indiatimes.com/business/india-business/rbi-mpc-meeting-february-2026-live-updates-rbi-governor-sanjay-malhotra-mpc-repo-rate-cut-monetary-policy-committee/liveblog/127965184.cms
https://data.rbi.org.in/BOE/OpenDocument/2409211437/OpenDocument/opendoc/openDocument.jsp?logonSuccessful=true&shareId=0
https://data.rbi.org.in/BOE/OpenDocument/2409211437/OpenDocument/opendoc/openDocument.jsp?logonSuccessful=true&shareId=0
https://www.icra.in/Research/ViewResearchReport/mpc-eased-repo-rate-by-25-bps-to-5-25-in-december-2025-notwithstanding-dovish-policy-tone-icra-expects-rate-cut-cycle-to-have-ended/6662
https://www.icra.in/Research/ViewResearchReport/mpc-eased-repo-rate-by-25-bps-to-5-25-in-december-2025-notwithstanding-dovish-policy-tone-icra-expects-rate-cut-cycle-to-have-ended/6662
https://rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=62135
https://rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=62135
https://www.mospi.gov.in/themes/product/69-periodic-labour-force-survey-plfs
https://data.rbi.org.in/DBIE/#/dbie/indicators
https://data.rbi.org.in/DBIE/#/dbie/indicators
https://tradestat.commerce.gov.in/ftpa/export_commodity_group_new
https://tradestat.commerce.gov.in/ftpa/export_commodity_group_new
https://tradestat.commerce.gov.in/ftpa/export_commodity_group_new
https://tradestat.commerce.gov.in/ftpa/export_commodity_group_new
https://timesofindia.indiatimes.com/business/india-business/indias-non-smartphone-electronics-shipments-surge-over-14-billion-exports-in-fy25-says-esc-total-electronics-exports-up-by-32-47/articleshow/123405245.cms
https://timesofindia.indiatimes.com/business/india-business/indias-non-smartphone-electronics-shipments-surge-over-14-billion-exports-in-fy25-says-esc-total-electronics-exports-up-by-32-47/articleshow/123405245.cms
https://tradestat.commerce.gov.in/ftpa/import_commodity_group_new
https://tradestat.commerce.gov.in/ftpa/import_commodity_group_new
https://tradestat.commerce.gov.in/ftpa/import_matrix_new
https://tradestat.commerce.gov.in/ftpa/import_matrix_new
https://data.rbi.org.in/DBIE/#/dbie/home
https://data.rbi.org.in/DBIE/#/dbie/indicators
https://data.rbi.org.in/DBIE/#/dbie/indicators
https://rbidocs.rbi.org.in/rdocs/Bulletin/PDFs/01AR210126F040402B791F4F00A9845375DE85EDCB.PDF
https://economictimes.indiatimes.com/markets/stocks/news/us-europe-dominate-fpi-flows-singapore-mauritius-lose-out/articleshow/126536302.cms
https://data.rbi.org.in/BOE/OpenDocument/2409211437/OpenDocument/opendoc/openDocument.jsp?logonSuccessful=true&shareId=2


 BRICS Macroeconomic and Financial Monitoring 2025 

 

 

 

Section of Structural Global Economic Problems 
of the Centre for Comprehensive European and 
International Studies (CCEIS) 

 
March 2026 19 

 

 

Fig. 2 Trends in India’s net FDI and portfolio investment, $bn, Q1 2024–Q4 2025. Source: RBI Database of Indian Economy 

India operates a managed floating exchange rate regime, under which the rupee’s exchange rate is determined 

by the market, whilst the RBI intervenes to smooth out excessive volatility. Throughout 2025, the rupee showed 

a moderate depreciation against major global currencies against the backdrop of portfolio investment outflows 

and uncertainty surrounding the trade deal with the US, yet maintained a relatively smooth trajectory without 

sharp fluctuations. By the end of the year, the exchange rate had weakened, although it strengthened against 

the Japanese yen. The Reserve Bank of India carried out interventions, resulting in net sales of $9.71 billion as 

of November 2025 (-52% y/y), indicating a reduction in the intensity of exchange rate support compared with the 

previous year. In 2026, the Indian rupee is expected to stabilise against the US dollar; however, in the short term, 

a weakening is possible against the backdrop of continuing uncertainty in global trade and tariff policy, which 

continues to put pressure on emerging market currencies. According to Bank of America’s forecast, the rupee 

could strengthen to 86 INR/$ in 2026, as volatility is driven by global financial conditions rather than 

macroeconomic imbalances.  

 

Fig. 3. Dynamics of the INR exchange rate and oil prices ($/bbl), Q4 2024–Q4 2025. Sources: RBI Database of Indian Economy, Ministry of 

Petroleum & Natural Gas, Government of India  

Fiscal and tax policy 

State budget revenue in the 2025–26 financial year rose by 10.1% year-on-year, which was lower than the 

preliminary estimate of 12.6% year-on-year. The main sources of revenue are borrowing and other liabilities 

(24%), income tax (22%), corporation tax (17%), and indirect and other taxes (18%). In FY2026–27, the share of 
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indirect and other taxes is expected to fall by 3 percentage points, partly due to the Goods and Services Tax 

(GST) reform. As part of this reform, the system was simplified from a four-tier to a two-tier structure: previously, 

possible tax rates were 5%, 12%, 18% and 28%, whereas following the reform they are 5% and 18%, with an 

exception for luxury goods (40%). Tax rates on everyday goods and agricultural produce were reduced from 

12%/18% to 5%, and on cars and electronics from 28% to 18%. Also, as part of the reform, measures to monitor 

tax compliance were strengthened and a number of processes were improved to simplify tax compliance for 

businesses.  

Government expenditure in FY2025–26 increased (+6.7% y/y), below the expected level of +8.9% y/y. The largest 

items of government expenditure in 2025–26 are the transfer of a share of tax revenues to the states as part of 

inter-budgetary allocation (22%), interest payments on public debt (20%) and centrally funded programmes 

(16%). The planned allocation of major expenditure categories in 2026–27 remains at a comparable level (+1 

percentage point for government programmes). The government budget deficit has fallen from 4.8% of GDP in 

2024–25 to 4.4% of GDP in 2025–26, with preliminary estimates for 2026–27 at 4.3% of GDP.  

Total public debt in 2025 stood at 83.7% of GDP. Domestic public debt increased by 8.5% year-on-year, whilst 

external debt rose by 10.2%. India’s public debt is largely composed of domestic borrowing (94.7%). In terms of 

the currency composition of the debt, borrowings in USD (54.1%) and INR (30.4%, -0.9 percentage points year-

on-year) predominate. India’s external debt is mainly concentrated in the non-government sector (77.4% of total 

external debt or 14.9% of GDP), whilst government external debt remains stable at 4.3% of GDP.  

The IT sector also faced pressure from the expanding use of artificial intelligence in the global market, which 

heightened investors’ concerns regarding a potential decline in demand for traditional outsourcing and 

development services, which are a key source of revenue for Indian technology companies. The energy sector 

showed fluctuations without a clear trend (+0.4% y/y), reflecting the impact of rising oil prices and external 

pressure on Indian imports amid continued supplies from Russia. The expected slowdown in economic growth 

to 6.4% in 2026 could lead to more moderate stock index performance and a slowdown in market capitalisation 

growth. 

Stock market 

At the end of 2025, the Indian market’s capitalisation stood 

at around $5.3 trillion (+2.5% y/y), despite a decline in Q1 

2025. The recovery to levels above those of Q4 2024 

indicates sustained investor interest against a backdrop of 

nominal GDP growth and economic growth in general. The 

NIFTY50 and NIFTY500 indices showed an upward trend 

(+6.14% q-o-q, +10.5% y-o-y and +5% q-o-q, +6.69% y-o-

y). This growth was supported by a decline in company 

valuations, expectations of a recovery in corporate earnings 

and economic stability. The financial services sector 

showed the most stable growth over the year (+17.4% y/y), 

reflecting sustained high lending activity amid monetary 

policy easing, including a cut in the key interest rate. The IT 

sector remained the most volatile (-12.6% y-o-y), reflecting 

the sensitivity of Indian companies to external demand for 

IT services amid ongoing uncertainty.  

  

 

Fig. 4 Trends in stock market capitalisation, key and sector 

indices in India, $bn and thousands of index points, Q4 2024–

Q4 2025. Sources: BSE India, NSE Indices  
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Debt market 

The structure of India’s domestic public debt is characterised by a significant predominance of medium- and long-

term instruments (57% have maturities of over 5 years), whilst the share of short-term liabilities (<1 year) stands 

at 4%. This structure reduces short-term refinancing risks and mitigates the impact of potential interest rate 

fluctuations on budgetary expenditure. Commercial banks (35.28%) and insurance companies (25.95%) account 

for the largest share of debt holders, reflecting robust domestic demand. 

In Q2 2025, 17.5% more government bonds were issued (27% of the central government’s total borrowing for 

FY2025–26) than in the previous year, whilst in Q3 2025 volumes fell slightly by 1.2% y-o-y (26.6% of total 

issuance for FY2025-26). The change in net issuance was +2.7% y-o-y in Q2 2025 and -16% y-o-y in Q3 2025, 

indicating a slowdown in the pace of debt accumulation. The main focus remained on 10-year securities (29.9% 

in Q2 2025 and 22.8% in Q3 2025), whilst a significant share of long-term securities (15–50 years) was 

maintained. This structure is in line with the Medium-Term Debt Management Strategy, which aims to reduce 

borrowing costs, minimise risks and develop the market. A strategy of extending borrowing maturities (10 years 

and over) is also being applied to reduce refinancing risk. India continues to increase its market debt volumes; 

however, the trend in net borrowing indicates a slowdown in the pace of its growth alongside an extension of the 

portfolio structure. 

Actual market debt repayment in 2025 was carried out through payments on outstanding government bonds, 

amounting to INR1.35 trillion in Q2 2025 (+0.4% y/y) and INR0.72 trillion in Q3 2025 (+17.5% y-o-y). The y-o-y 

increase in repayments in Q3 2025 was due to a higher concentration of maturities in this quarter compared with 

the same period in 2024. Placements significantly exceeded repayments, as evidenced by net placements of 

INR2.12 trillion in Q2 2025 and INR2.83 trillion in Q3 2025. Repayments were funded primarily through new 

issues. In addition, swap transactions were conducted; borrowing in Q2 2025 amounted to INR849 billion against 

redemptions of INR891 billion, and in Q3 2025 – INR389 billion against redemptions of INR406 billion. Meanwhile, 

the weighted average maturity of the entire portfolio in Q3 2025 stood at 13.6 years (+0.14 years q-o-q and +0.64 

years y-o-y), reflecting a focus on gradually extending the debt structure. 

The borrowing programme included the placement of INR100 billion in sovereign green bonds. The placements 

were standard in nature, with no issuance of Eurobonds or non-standard instruments, indicating a desire to 

diversify borrowing whilst maintaining a focus on the domestic market and reducing currency risk. As at the end 

of September 2025, INR5.49 trillion is due for repayment in 2026. In FY2026-27, the volume of debt due for 

repayment is significantly higher (almost three times) than in FY2025-26, which increases the need for 

refinancing. The low volume of maturities in FY2025-26 is due to the maturity profile of previously issued 

government securities and the general orientation of debt policy towards extending the average duration and 

reducing the concentration of short-term repayments.  

In Q1 2025, the yield curve for Indian government bonds was at its steepest: yields rose from ~5.2% to ~7.7%, 

with the 10-year yield standing at 6.82%. By the start of Q4 2025, yields had fallen, with the 10-year yield dropping 

to 6.63%. By the end of 2025, the curve had flattened: short-term rates rose to ~6.4%, whilst long-term rates fell 

to ~7.2%; the yield on 10-year bonds stood at 6.8%. The flattening of the curve reflects a shift in the structure of 

market expectations regarding the future path of interest rates.  
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Fig. 5 Indian government bond yield curve, Q1 2025, Q4 2025. Source: Cbonds 

 

In August, S&P Global upgraded India’s long-term credit rating from BBB- to BBB, and its short-term rating from 

A2 to A3. However, Moody’s and Fitch maintained their previous ratings (Baa3 and BBB-) with a stable outlook, 

citing the high budget deficit and significant level of public debt. By the end of 2025, the CDS stood at 43 bps (-

8 bps y/y), indicating growing confidence in India’s debt sustainability and a decline in the market’s implied 

probability of default, as well as a narrowing of the risk premium. During the year, CDS spiked to a peak of around 

76 bps in April, after which it fell sharply and remained in the 30–50 bps range. Overall, despite a temporary spike 

in the spring, the market assessed India’s risk as lower at the end of the year than a year earlier. The decline in 

CDS spreads and the upgrade by S&P indicate a gradual improvement in the perception of India’s credit risk. 

However, the fact that Moody’s and Fitch have kept their ratings unchanged does not suggest a complete 

consensus between the agencies’ and the market’s assessments.  
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China 
In Q4 2025, China’s GDP grew by 1.2% quarter-on-quarter and 4.5% year-on-year. Economic growth for 

the year reached the 5% target. The IMF’s forecast for 2026 is 4.5%. China’s PMI index fluctuated between 

49.2 and 50.2 points, hovering close to the critical 50-point threshold, indicating a slow pace of economic 

recovery following strict COVID-19 restrictions, the trade war with the US and systemic domestic crises 

(deflation, falling domestic demand, the property crisis and a shrinking working-age population). The 

yuan gradually strengthened from 7.12 to 6.9 USD/CNY, with a further trend towards appreciation. In 

December 2025, official statistics showed slight positive inflation of 0.8% year-on-year, the highest figure 

for the entire previous year, signalling an end to prolonged deflation. In 2025, China recorded a record 

trade surplus of US$1.189 trillion, with exports rising by 5.5% whilst imports remained unchanged. 

Throughout the year, the capital account remained in deficit, as is traditional, due to China’s export-

oriented economy and low interest rates. Yields on Chinese government bonds are at historically low 

levels, reflecting low inflation and a soft monetary policy stance. China’s credit ratings remain high – 

S&P/Moody’s/Fitch: A+/A1 (negative)/A. 

The real sector and economic activity 

In Q4 2025, China’s GDP reached its target of 5%, growing by 

1.2% q q and 4.5% y/y. Next year, according to the IMF forecast, 

growth of 4.5% is expected. High-tech sectors and the services 

sector made the most significant contribution to this growth, 

accounting for around 63.2% of GDP, particularly IT and 

software, leasing and business services. 

Throughout 2025, the Business Activity Index remained within 

the range of 49–50.5 points, fluctuating within the same range 

in Q4 2025 as well, indicating a slow pace of economic recovery.  

The most significant changes over the period occurred in the 

manufacturing sector, where the PMI fell from 50.5 points in 

September to 49.2 points in November, before rising again to 

50.1 points in December. This trend is driven by structural 

problems in the manufacturing sector, in particular unresolved 

issues regarding the supply of components (foreign lithography 

equipment, state-of-the-art semiconductors, specialised 

controllers, etc.) and the lack of significant investment demand 

due to low profitability, overcapacity, weak final demand, 

sanctions (including embargoes, tariff increases and restrictions 

on access to US chip manufacturing technologies) and 

corporate debt burdens creating financial risks.  

The industrial sector has faced difficulties linked to a slowdown 

in global demand and changes in logistics routes. Donald 

Trump’s tariff policy has had a dual effect on Chinese industry: 

on the one hand,  hitting low-margin sectors and forcing the 

Chinese government to step up state support for industry, but 

on the other hand, stimulating the reorientation of supply chains, 

the diversification of export markets and the technological 

sophistication of exports. Despite the easing of restrictions at 

the start of the year, the implementation of plans to pull the 

  

 

 

Fig. 1. Contribution of the three sectors to China’s GDP 

growth, in per cent for the current quarter. Source:  

National Bureau of Statistics of China 
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Fig. 3. China Business Activity Index, 2024–2025 (monthly) . Source:  National Bureau of Statistics of China 
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economy out of the crisis took longer than originally planned and 

has not yet been completed. 

The services sector PMI for Q4 ranged from 49.5 to 50.2 points, 

reflecting a relatively stable situation. Following the November 

downturn, the sector itself was unable to return to a reading of 

50+ by the end of the year, unlike other sectors, due to 

companies’ limited ability to offer competitive services in 

overseas markets.  

 The unemployment rate in China fell to 5.10% in December 

2025, compared with the previously recorded figure of 5.20% in 

September 2025. By the end of 2025, the average per capita 

disposable income of Chinese residents had risen by 5% in 

nominal terms compared with 2024, maintaining the year-on-

year upward trend. 

 

Fig. 2. Contribution of the three components to China’s 

GDP growth, in per cent for the current quarter.  Source: 

National Bureau of Statistics of China 
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China’s monetary policy in 2025 was characterised by accommodative measures to stimulate domestic demand, 

support regions in debt crisis and ease the burden on companies, particularly in the property market. The reserve 

requirement ratio was cut in May from 8.0% to 7.5%, continuing the downward trend that began in 2017. 

Compared with last year, the pace of reduction slowed: whilst the RRR was cut by 1% in 2024, it fell by only 0.5% 

in 2025. LPR rates fell by 0.1% over the year, which is 0.25 percentage points lower than the 2024 decline, 

reaching historic lows (one-year – 3.0%, five-year – 3.5%), whilst the 7-day reverse repo rate was lowered from 

1.5% to 1.4%, which is 0.2 percentage points less than the 2024 reduction. 

In 2025, the People’s Bank of China traditionally avoided drastic measures, managing liquidity and seeking to 

exert minimal pressure on the yuan’s exchange rate. Despite the economy’s export orientation, the Chinese 

government is forced to balance economic stimulus with the defence of the yuan’s exchange rate, which is 

regulated within a managed floating exchange rate band. Excessive monetary easing could have increased 

pressure on the currency and accelerated capital outflows; furthermore, given the Chinese population’s 

propensity to save and their weak consumer expectations, a rate cut would not have produced the expected 

effect of reviving the economy. 

China’s banking sector demonstrated resilience in Q4 2025 against the backdrop of a general annual slowdown 

in growth, with total assets reaching RMB 480 trillion (around USD 68 trillion), with the loan portfolio (AFRE of 

around RMB 440 trillion as of November, with net loans of RMB 267 trillion) accounting for approximately 57% of 

assets, whilst household deposits, at 122% of GDP, reflected the population’s record propensity to save due to 

weak market confidence and uncertainty regarding income and property. 

Growth in lending to the non-financial sector accelerated to 8.7% y/y in July–October, driven by government 

bonds, although bank loans grew by only 6.4% due to private sector caution and weak demand for medium- to 

long-term loans from industry and developers, whilst commercial banks’ net profit for the year reached RMB 2.4 

trillion (USD 348 billion), the non-performing loan (NPL) ratio fell to 1.5% by the end of the quarter (from 1.52% 

in September), and the loan loss coverage ratio rose to 207%, and capital adequacy remained stable at 15.46%, 

Inflation and monetary policy 

Over the course of the year, China moved from deflation of up 

to 0.7% to a return to inflation in Q4 2025. In December 2025, 

official statistics showed slight positive inflation of 0.8% y/y, the 

highest figure for the entire past year, signalling a weakening of 

deflationary pressure as inflation had bottomed out. Inflation 

rose consistently on a quarterly basis: deflation or minimal 

negative figures prevailed in the first three quarters of 2025, 

whilst Q4 saw a turning point in growth, culminating in a slight 

positive figure. 

This turnaround was driven by a combination of accommodative 

monetary policy, fiscal stimulus and stabilising consumer 

demand, which led to the consumer price index shifting from 

negative territory to weak but sustained positive price growth. At 

the same time, the slowing of the fall in producer prices and the 

first signs of profit growth in industry reduced the pressure of 

excess capacity on prices, which eased the ‘deflationary spiral’ 

and allowed the economy to transition from a phase of general 

price decline to a regime of low but positive inflation.  

The outlook for 2026 appears moderately positive: inflation is 

expected to rise gradually to acceptable levels of 1–2%, 

signalling a return to a normal cycle of consumer activity. 

 

Fig. 4. Inflation in China (per cent) and the Producer Price 
Index (units) 2024–2025 (monthly). Source:  National 
Bureau of Statistics of China 
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despite the net interest margin (NIM) narrowing to 1.42% under pressure from falling lending rates and a gradual 

decline in funding costs.  

Year-on-year trends showed modest growth in assets and loans (60–70% of GDP), with an improvement in asset 

quality driven by active balance sheet clean-ups and government liquidity support, but profitability remained under 

pressure due to PPI deflation, LGFV (Local Government Financing Vehicles) and property, where non-interest 

income from asset management and the stock market recovery partially offset the interest shortfall, whilst 

government injections into major banks (as in 2024) ensured capital stability, making the sector resilient but 

vulnerable to a further decline in domestic demand and trade risks. 

Fiscal and tax policy 

According to the IMF, China’s public debt reached a new record high of 96.3% of GDP by the end of the year, 

with a trend towards further increases, including local government liabilities. The government budget deficit 

reached -8.6% of GDP by the end of 2025, with local budget issues persisting. In addition to general government 

debt and local government debt, the IMF and the World Bank also identify shadow off-budget debt, reflecting the 

liabilities of off-budget entities supported by local authorities. Their debt is estimated at 46% of GDP. The main 

holders of this debt are Chinese banks, with the remaining shares divided roughly equally between China’s non-

bank financial institutions and non-residents (such as the BIS, the IMF, the World Bank, private investors and 

foreign central banks). More than half of the debt is denominated in yuan. Due to discrepancies in the data, it is 

impossible to determine the exact proportion; however, according to our estimates, local government debt 

accounts for at least one-third of total public debt, though the figure may be higher due to shadow off-balance-

sheet operations and quasi-state-owned companies. The observable portion of special-purpose debt (debt on 

special-purpose bonds) issued by regional and municipal authorities continues to grow.  

The highest levels of local debt are found in northern and western China, where less prosperous regions are 

located, suffering from a decline in land rental income and rising expenditure. The regions’ aggregate debt, 

including hidden liabilities, is estimated at $8–9 trillion, forcing the central government to regularly issue special 

bonds to support them. Thus, in Q1–Q3 2025, the government raised around $614.7 billion through the issuance 

of ultra-long-term and special local government bonds, and, according to Bloomberg, plans to issue an additional 

$139 billion in long-term government bonds. The last such situation occurred in 2020 as part of efforts to secure 

funding to combat the pandemic. 

Most of China’s debt is denominated in yuan and carries a fixed rate, making public debt less sensitive to rises 

in global interest rates or exchange rate fluctuations. Euro- and dollar-denominated bonds account for a negligible 

portion of total debt and are issued in small tranches. The growing volume of local liabilities is increasing the 

interest burden, raising the cost of debt servicing. External risks associated with the economic standoff with the 

US are putting pressure on export factors and may widen the budget deficit, which stood at CNY 5,660 billion in 

2025. 

In 2025, the PRC’s general public budget revenue amounted to CNY 21,604.488 billion. Value-added tax (VAT) 

remained the largest revenue item, accounting for around 35% of central budget revenue. Corporate income tax 

also accounted for around 27% of budget revenue—one of the main sources of budget revenue thanks to the 

developed corporate sector. Total consolidated expenditure reached CNY 28,839.866 billion, with CNY 

14,596.262 billion allocated to the central budget and CNY 24,436.118 billion to local budgets. On the expenditure 

side of the budget, the largest shares were again held by national defence expenditure and payments on 

government bond coupons, amounting to CNY 1,784.665 billion and CNY 819.361 billion respectively. 

https://www.imf.org/en/countries/chn
https://www.imf.org/en/countries/chn
https://openknowledge.worldbank.org/entities/publication/f45029e3-3b46-4faa-ba01-1e147c8cf9f4
https://openknowledge.worldbank.org/entities/publication/f45029e3-3b46-4faa-ba01-1e147c8cf9f4
https://thedocs.worldbank.org/en/doc/600cd53e2bb24d516b8c3489e5d2c187-0070012025/original/CEU-December-2025-EN.pdf
https://english.news.cn/20251025/b5fa678cf0844915a6232776a9d4e35f/c.html
https://english.news.cn/20251025/b5fa678cf0844915a6232776a9d4e35f/c.html
https://www.bloomberg.com/news/articles/2024-01-16/china-weighs-more-stimulus-with-139-billion-of-special-bonds
https://russian.people.com.cn/n3/2026/0316/c31516-20436189.html
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Exports in December rose by 6.6% year-on-year, following a 5.9% increase in November, exceeding the expected 

figure of 3.0% and thereby accelerating growth since September. This was driven by a surge in shipments to 

overseas markets rather than the US, as a result of efforts to diversify export routes due to the trade dispute. 

Imports in December also showed a 5.7% year-on-year increase, driven by the traditional year-end settlement of 

some contracts, as well as growth in shipments of semiconductors (around 10% for the year) and data processing 

equipment (around 18%), linked to the technology race and the expansion of production capacity in China, 

exceeding preliminary forecasts by 0.9% and marking the highest growth rate in the last six months. The rise in 

imports was mainly driven by purchases of raw materials and industrial goods, such as metals and electrical 

equipment, required for the production of export goods. The average monthly trade surplus in goods narrowed 

slightly to US$95 billion in July–October 2025 following a modest decline in import volumes.  

Exports were supported by increased sales to emerging markets, offsetting the decline in demand for products 

in the US. Medium-tech goods, including cars and specialised equipment, became the driving forces behind 

China’s exports. At the same time, high-tech goods such as semiconductors, electronics, electric vehicles and 

data processing equipment, as well as engineering products, became the key drivers of export growth, whilst 

traditional goods such as clothing and furniture showed minimal growth or even a decline. 

Imports proved volatile, with shipments to the US falling by 20% and energy supplies fluctuating (oil prices ranged 

from growth in December to a year-on-year decline due to price corrections). In Q4 2025, the surplus rose to 

$242.1 billion (almost 1.5 times higher than a year earlier), with exports reaching a record $996.3 billion (+6.4%) 

and imports at $699 billion (+1.8%), with December standing out for exports of $357.8 billion (+6.6%) driven by 

shipments to Southeast Asia, the EU, Latin America and Africa, whilst imports rose by 5.7% thanks to purchases 

of high-tech products, microchips and equipment ahead of the festive season. Growth was mainly driven by sales 

volumes (+4–6% in key electronics and machinery categories) rather than prices, as inflation remained close to 

zero, producer prices were falling (PPI deflation), and the yuan was relatively weak, making Chinese goods 

competitive against a backdrop of weak domestic demand and the diversification of export markets away from 

the US towards other regions. 

The volume of Sino-US trade in 2025 fell by 18.7% compared with 2024, amounting to $559.74 billion. Compared 

with previous years, in 2023, trade between China and the US fell by 11.6% to $664.45 billion, but in 2024 the 

Balance of payments and foreign exchange 

market 

China’s balance of payments is characterised by a sustained 

current account surplus, driven by robust exports and the 

diversification of export markets. The PBOC continues to 

maintain a managed floating exchange rate regime for the yuan 

within a currency band of ±2% of the set parity. The yuan 

exchange rate strengthened from 7.25 to 6.9 USD/CNY in 2025, 

moving from 7.12 to 6.9 USD/CNY in Q4 2025 with a further 

trend towards appreciation. The appreciation of the exchange 

rate alongside a rate cut is explained by the trade surplus, which 

is boosting demand for the yuan. 

In 2025, China recorded a record trade surplus of US$1.189 

trillion (in December, this figure stood at US$114.1 billion). 

Exports increased by 5.5%, whilst imports remained at the same 

level. Under pressure from tariffs imposed by the Trump 

administration, Chinese suppliers shifted their focus from the US 

market to other regions, primarily Europe and South-East Asia.  

 

 

Fig. 5. Structure of China’s balance of payments, 2022–

2025, in trillion US dollars (quarterly). Source: State 
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figure rose by 3.7% to $688.28 billion.  China’s trade surplus over the 12-month period fell by 22.3% to $280.36 

billion. In December, trade between the two countries increased by 2.8% compared with November, reaching 

$45.1 billion. In particular, exports from China to the United States amounted to $34.17 billion (an increase of 

1.1%), whilst exports from the US to China rose by 18.2% to $10.92 billion. 

By the end of December 2025, due to the combined effect of currency revaluation and changes in asset prices, 

China’s foreign exchange reserves stood at $3.36 trillion, representing a quarter-on-quarter increase of +0.44% 

and a year-to-date increase of +4.67%. According to the World Gold Council, the People’s Bank of China’s gold 

reserves increased by 2.8 tonnes in Q4 2025 (from 2,303.5 tonnes at the end of Q3 to 2,306.3 tonnes at the end 

of the year). For the whole of 2025, the increase amounted to 27 tonnes, bringing total reserves to 2,306 tonnes 

(8.5% of foreign exchange reserves). This growth is driven by trends towards the de-dollarisation of reserves, as 

well as, according to experts, favourable discounts on gold purchases from Russia due to the limited pool of 

buyers resulting from sanctions. In doing so, China is further strengthening the yuan and hedging against the 

risks of potential asset freezes. 

The SZSE Component (Shenzhen), in turn, did not rise quarter-on-quarter, posting an annual gain of 30%. A 

similar situation occurred with the HSI, which fell by 5% quarter-on-quarter but posted a 28% gain for the year. 

The frenzy surrounding shares of companies operating in the fields of artificial intelligence, semiconductors and 

automation is driven by two factors: the successes of national technology giants ( Baidu , Huawei, Tencent) in 

developing AI platforms and solutions, and Beijing’s campaign to ensure technological self-sufficiency and import 

substitution for chips following US restrictions. Despite a certain market correction towards the end of Q4 2025, 

the development of the country’s domestic technology sector, coupled with the imminent approval of the new five-

year plan, mitigated the decline, preserving the strategic attractiveness of assets amidst a local market cooling. 

Yields on Chinese government bonds are at historically low levels, reflecting low inflation and a dovish monetary 

policy stance. The yield curve shifted slightly downwards in the first half of the year and rose slightly over the 

quarter at the long end. Compared with Q3 2025, yields on 2-year and 3-year bonds fell by 8.9 bps and 9 bps 

respectively. Long-term bonds with maturities of 10 to 30 years showed mixed performance, fluctuating around 

1.7%, whilst yields on 40-year and 50-year bonds rose by 4.67 p.p. and 8.31 p.p. respectively. These fluctuations 

were driven by expectations of increased supply in the market following China’s announcement of a record 

 Equity and debt markets 

In Q4 2025, the Shanghai Composite Index reached another 

record high of 4,029 points in November, falling to 3,824 points 

in December, but then rose again, ending the quarter with a 2% 

quarter-on-quarter increase and the year at 3,968 points. This 

can be explained by a significant sell-off of high-tech company 

shares that occurred in October–December 2025 due to 

persistent concerns over trade tensions between China and the 

US, which were particularly exacerbated by Donald Trump to 

impose 100% tariffs on Chinese goods in response to Chinese 

restrictions on exports of critical minerals. The decline was also 

influenced by the publication of weak sales figures from BYD, 

the market leader in Chinese electric vehicles. Nevertheless, 

due to US legislation and a ruling by the US Supreme Court, 

Trump was unable to impose the announced 100% tariffs; 

consequently, the US President limited himself to the legally 

permissible 10% (up to 15% by law without US Congressional 

approval), and the index subsequently returned to a positive 

trend, ending the year with an 18% gain. 

  

 

Fig. 6. Shift in the yield curve of Chinese government 

bonds for Q4 2025. Source: ChinaBond Pricing Center 
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issuance of ultra-long-term (20–50-year) special bonds, which will further increase the already growing share of 

long-term bonds in the market, as well as by accommodative monetary policy, which is reducing government 

bond yields. Nevertheless, these figures remain low compared to previous years, reflecting the country’s 

macroeconomic challenges.  

In Q4 2025, eight large bond issues were placed, with placement volumes of 418, 400, 359, 350, 318, 279, 248 

and 129 billion yuan respectively, and coupons ranging from 1.4% to 2.12%. In Q1 2026, 32 bonds are expected 

to mature, with a combined volume of around 2.6 trillion yuan, accounting for approximately 6% of the total volume 

of sovereign bonds in circulation at the end of the year. 

According to a report by the People’s Bank of China, net government bond financing in 2025 reached 13.8 trillion 

yuan (around 9.85% of GDP), which is 2.5 trillion yuan more than in 2024. Net corporate bond financing reached 

2.4 trillion yuan (approximately 1.71% of GDP), which is 482.3 billion yuan more than in 2024. This trend indicates 

an expansion of debt financing and a tightening of fiscal policy.  

Over 2025, the yield on China’s 10-year government bonds rose from 1.68% to 1.85%. In Q4 2025, the yield fell 

from 1.86% to 1.85% (-1.32 bps). Overall, the trend indicates a rise in the sovereign risk premium over the course 

of the year; however, by the end of 2025, there was some improvement in investors’ perception of Chinese assets. 

In the near term, yields are expected to remain at a relatively low level (1.7–1.8%) due to accommodative 

monetary policy. 

The volume of corporate bond issuance fell from 2.97 trillion yuan in Q4 2024 to 2.69 trillion yuan in Q4 2025, 

indicating a moderate slowdown in activity in the corporate debt market due to higher US Federal Reserve interest 

rates, weak investment demand within China, and tighter controls on debt levels, particularly in the LGFV (Local 

Government Financing Vehicles) segment. The structure of China’s largest corporate issuers is dominated by 

state-owned and quasi-state-owned companies, mainly banks, energy and commodities corporations, 

infrastructure and construction holding companies, and local government financing vehicles (LGFVs). 

China’s credit ratings remained high in Q4 2025 – S&P/Moody’s/Fitch: A+/A1 (negative)/A. The most recent rating 

action took place in April 2025, when Fitch downgraded the rating from A+ to A, citing rapid growth in public debt, 

whilst maintaining a stable outlook. The trend in China’s 5-year CDS indicates a decline in the market premium 

for sovereign risk. Having started the year at 66.98 bps, the figure rose sharply to 82.72 bps in April against the 

backdrop of the Trump administration’s trade tariffs, after which it fell to ~43.67 bps and is currently holding 

around the levels seen at the end of Q4 2025, indicating that the market is pricing in a comparable level of 

sovereign risk consistent with official credit ratings. 

https://russian.news.cn/20260218/11233bebe8264f5a9300d27e047c5091/c.html
https://russian.news.cn/20260218/11233bebe8264f5a9300d27e047c5091/c.html
https://russian.news.cn/20260218/11233bebe8264f5a9300d27e047c5091/c.html
https://cbonds.com/bonds/
https://english.news.cn/20250304/d8764855dfe54443aadc6d421f6d3ec3/c.html
https://www.fitchratings.com/research/sovereigns/fitch-downgrades-china-to-a-outlook-stable-03-04-2025
https://cbonds.com/indexes/13893/
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Fig. 6. Shift in the yield curve for Chinese government bonds for Q4 2025 and for 2025 Source: ChinaBond Pricing Center 
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South Africa 
In 2025, the South African economy grew at a moderate pace (GDP growth of 1.3%) amid persistently low 

inflation and a gradual easing of monetary policy (the rate was cut to 6.75%). The external sector was 

supported by record growth in gold and platinum prices: the rand strengthened from 18.6 to 16.6 

USD/ZAR, the trade surplus reached R201.6 billion (compared with R197.1 billion a year earlier), and the 

stock index hit a new all-time high. For the first time in two decades, the S&P credit rating was upgraded 

(to BB). However, the budget remains under heavy debt pressure and debt servicing costs remain high. 

The Purchasing Managers’ Index (PMI) exceeded the normal level of 50 points only twice during the year; on 

average, the index stood at around 46 points, whilst in Q4 2025 growth slowed to a record low, falling to 40.5 

points by December. Manufacturers report a significant decline in orders in the final months of the year and, 

consequently, in output. Both domestic and global demand have fallen. Furthermore, according to the SARB’s 

estimates, the situation is being exacerbated by logistical problems and uncertainty surrounding US trade policy. 

However, by the end of the year, the index reflecting business expectations (a component of the PMI) rose sharply 

to 68.8 points, which is a positive sign and suggests that output will grow in 2026.   

Inflation and monetary policy 

The South African Reserve Bank (SARB) has successfully implemented inflation targeting and is keeping inflation 

within the target range of 2–4%, which was revised in November 2025 from the previous range of 3–6%. The 

preferred inflation rate is set at 3%. In Q4 2025, inflation (CPI) stood at around 3.6% year-on-year, whilst core 

inflation (an indicator calculated excluding changes in the prices of food, non-alcoholic beverages, fuel and 

electricity) rose gradually from 3.1% to 3.3%. Throughout 2025, inflation rose slowly, from 3.2% in January to 

3.6% by December, with a brief dip to 2.7% in March. For the whole year, the inflation rate remained close to the 

target level of , which allowed the regulator to consistently cut rates. The cycle of cuts began earlier, back in 

September 2024, when the Repo rate was reduced from 8.25% to 8.00%. During 2025, the rate was cut by a 

total of 100 basis points, from 7.75% in January 2025 At its meeting on 21 November 2025, the SARB decided 

The real sector and economic activity 

In 2025, the South African economy showed signs of a moderate 

recovery following the stabilisation of the energy crisis. Following 

relatively weak growth of 0.8% (y/y) and 0.6% (y/y) in Q1 and Q2 

respectively, GDP growth in Q3 2025 stood at 2.1%. Forecasts 

express cautious optimism: the IMF expects growth of 1.3% for 

2025 and around 1.4% for 2026. A recent report by the South 

African National Treasury suggests that the stabilisation of the 

energy situation in South Africa will provide confidence to both 

households and businesses and have a positive impact on 

economic activity. The last rolling blackouts in South Africa were 

observed on 15 May 2025; there have been none since then.  

Financial activities and business services, manufacturing and trade 

are the leading contributors to GDP. Throughout Q1–Q3 2025, the 

tertiary sector, comprising service industries, has led South Africa’s 

GDP. The secondary sector, encompassing industrial production 

sectors, ranks second in importance. 

  

 

Fig. 1. Structure of South Africa’s GDP (%, billion 

rand). Source: Stats SA 
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to cut the Repo and Prime Lending Rates by a further 25 basis points. They now stand at 6.75% and 10.25% 

respectively.  Forecasts suggest that interest rates have the potential to fall a further three times in 2026, based 

on favourable inflation trends.  Unemployment in South Africa remains high at around 32%, a figure characteristic 

of the country that reflects its long-term socio-economic characteristics: deep social inequality, a high proportion 

of low-skilled workers, and the structural nature of unemployment. 

 

Fig. 2. Trends in the PMI, inflation and interest rates (points, %). Sources: Trading Economics, South African Reserve Bank 

Fiscal and tax policy 

In the 2025/2026 fiscal year (ending 31 March 2026), the budget deficit is expected to stand at 4.7% of GDP. The 

main source of budget revenue, which accounts for 27.8% of GDP, is income tax. In South Africa, this tax is levied 

at a progressive rate ranging from 18% to 45%. VAT is the next largest contributor to revenue. The expenditure 

side of the budget has a strong social focus; for the period 2025–2028, the South African government plans to 

allocate 61% of total non-interest expenditure specifically to programmes for healthcare, education, employment 

and social protection.  Traditionally, these have been the main items of expenditure in the South African budget. 

For the 2025/2026 fiscal year, this ratio is estimated at 58.2%1 of non-interest expenditure and 19.08% of GDP 

respectively.  Public debt servicing costs, meanwhile, account for around 17% of total expenditure and 5% of 

GDP in 2025/2026. This expenditure structure reflects the country’s priorities in tackling high unemployment and 

social inequality, an area in which South Africa ranks among the highest globally.  

South Africa plans to reduce the budget deficit in the next fiscal year (2026/2027) to 3.8% of GDP, with a target 

of 2.9% by 2028/2029. Currently, this deficit is mainly financed through borrowing from the private sector, 

including non-resident bondholders and external borrowing. For the period January–October 2025, such 

borrowing accounted for 85%2 of total deficit financing during this period.  

South Africa’s public debt reached a plateau in 2025 and is forecast to stand at around 77.9% of GDP by year-

end, amounting to R6,094.2 billion. Of this, 89.3% is domestic debt and 10.7% is external debt. Although debt 

servicing costs in 2025 were planned to be at a record high (21.9% of budget revenue), by the end of the year 

the National Treasury revised this figure down to 21.4% and still expects them to decline gradually in subsequent 

periods, as well as a reduction in public debt. By the end of the 2025/2026 fiscal year, external debt is expected 

to stand at 8.2% of GDP or R653.9 billion.  The bulk of public debt consists of market debt, particularly domestic 

 
1 All shares of expenditure and GDP are calculated based on data from the National Treasury Budget Overview 2025 
2 Calculated independently based on data from the SARB Quarterly Bulletin, December 2025 (p. 178) 
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debt.  Throughout 2025, the share of South Africa’s non-market debt remained virtually unchanged – at around 

3.2%3 of total public debt. 

The main categories of goods accounting for the bulk of imports in 2025 were mineral products (petrol, fuel), as 

well as chemical products, textiles and engineering products. At the end of 2025, the trade surplus stood at 

R201.6 billion, exceeding the figures for the previous period. This was driven by a rise in exports (+3.4% y/y) 

coupled with a fall in imports (-2.2% y/y). The capital account fluctuated only slightly during 2025 – from R59 

million in Q1 2025 to R62 million and R64 million in Q2 and Q3 respectively, representing less than 0.05% of 

GDP. In the financial account, annual trends were uneven: an inflow of 2% of GDP in Q1 2025 was followed by 

an outflow of -0.1% of GDP in Q2, after which the inflow increased again to 3.5% of GDP.  

 
3 Calculated independently based on data from the SARB Quarterly Bulletin, December 2025 (p. 180) 

 

Foreign exchange market and balance of 

payments 

Throughout 2025, the rand strengthened gradually against the US 

dollar, a trend that was particularly pronounced in Q4 2025, largely 

due to record-breaking rises in precious metal prices. In January 

2025, the exchange rate stood at around 18.6 rand to the dollar; in 

April, there was a brief spike to 19.7, and by the end of Q4, the rate 

had fallen to 16.6. Many of the world’s largest producers of gold 

and other precious metals are concentrated in South Africa, so 

under current conditions the country’s economy benefits 

significantly from developments in the commodities markets.  

In Q3 2025, the current account deficit narrowed to -0.7% of GDP 

(previously it stood at -1.0% in Q2 2025 and -0.6% in Q1 2025). 

The main driver of this trend was an improvement in terms of trade, 

particularly when gold is excluded from the analysis. Exported 

goods (mineral products, platinum group metals, agricultural 

exports) saw the sharpest price rises, which ultimately contributed 

to the narrowing of the current account deficit, despite the 

narrowing of the trade surplus. The value of services rose. The 

trade balance remained in surplus in Q4 2025, and December 

ended with a surplus of R23.2 billion, despite a significant reduction 

in export volumes compared with November. In December, the 

value of exports fell by 12.5% (moM), mainly due to a decline in 

shipments of gold and vehicles. The value of imports also fell, but 

more moderately (by 5.8% m/m) due to a reduction in purchases 

of crude oil and equipment, which was driven by seasonal factors, 

as well as the general decline in business activity in December 

mentioned above. Overall, trends in these categories were uneven 

throughout the year: in Q2 2025, purchases of goods for the 

extractive and manufacturing industries fell by -1.8% (quarter-on-

quarter) and -1.3% (quarter-on-quarter), whilst in Q3 2025 they 

rose again by 0.7% and 2.0% respectively, largely due to price 

movements. 

  

 

Fig. 3. South Africa’s balance of payments (million 

rand). Source: SARB 

 

Fig. 4. Gold prices and exchange rate 

(USD, rand per USD). Source: investing.com, SARB 
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The country’s foreign exchange reserves reached a peak of $75.9 billion in December 2025, having risen 

relatively sharply from $72.1 billion a month earlier. The trends in Q4 2025 are consistent with the annual 

dynamics; throughout 2025, South Africa’s foreign exchange reserves rose steadily, increasing by $10 billion over 

the year, with the growth during the year mainly driven by revaluation. At the end of 2025, foreign currency 

accounted for 67.6% of the reserves ($51.3 billion), whilst gold accounted for around 23% ($6.2 billion).   

Debt markets 

Yields on South African government bonds fell both in Q4 2025 and throughout the year. In Q4 2025, yields fell 

by an average of 0.3 percentage points at the short end and 0.8 percentage points at the long end. The bulk of 

South Africa’s public debt consists of domestic debt securities, predominantly fixed-rate bonds. The main holders 

are the non-monetary private sector, including non-residents, and commercial banks.  Floaters account for around 

4% of domestic debt. In the second half of 2025, following the publication of the SARB’s half-yearly Financial 

Stability Report, non-residents increased their holdings of South African government bonds; by the end of October 

2025 they held 25.7% of domestic government bonds denominated in rand, which is 24.2% higher than the 

corresponding figure for the previous year. The share of non-residents in the structure of government bond 

holders has increased, but remains far from the peak levels of the 2022–2023 period. Throughout 2025, the 

number of South African bond issues continued to rise, reaching 94 in 2025. Furthermore, in October, bond 

placements totalling $24.79 billion were completed, marking a record placement volume for South Africa over the 

past decade. In other months of 2025, the volume of new placements fluctuated between $6 billion and $8 billion. 

In November 2025, South Africa received a credit rating upgrade from S&P, from BB- to BB. This was the first 

such improvement in the last 20 years. Experts attribute the positive outlook to strengthened fiscal discipline, 

controlled public debt levels and a preferred inflation target of 3%. Since the start of the year, there has been a 

steady decline in CDS spreads: South Africa’s 2-year and 10-year CDS spreads narrowed from 79.7 to 50.1 bps 

and from 287.4 to 232.6 bps respectively, also reflecting a reduction in credit risk. In parallel, yields on government 

bonds maturing in 2025 reached a six-year low. Market assessments and those of the rating agencies are in 

agreement; the upgrade was a logical outcome of the trend that CDS spreads had been reflecting since the start 

Stock market 

In Q4 2025, the FTSE/JSE All Share Index (JALSH) reached an 

all-time high, although as early as the beginning of April 2025, 

South Africa’s financial markets faced rising volatility against the 

backdrop of tightening US trade policy and acute domestic 

disagreements in South Africa between governing parties over the 

budget. The investment appeal of the South African stock market 

throughout 2025 was largely driven by the steady cash flows of 

commodity companies, thanks to the favourable environment in the 

resources sector.   The performance of the non-resource (SA Inc) 

sector, which includes domestically focused companies, lagged 

significantly behind that of the resource sector. However, there are 

views that these shares are undervalued by the market and may 

begin to deliver higher returns in the future. Recent surveys 

indicate high optimism regarding the South African stock market; 

over the next 12 months, investors expect an average total return 

on shares of around 17%. Performance will largely be determined 

by the continuation of favourable commodity market conditions and 

global investment sentiment.  

  

 

Fig. 5. FTSE/JSE All Share composite 

stock index and precious metal price growth rates 

(points, %). Source: investing.com 
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of the year. However, the leading rating agencies still unanimously point to key vulnerabilities in the South African 

economy, linked to low economic growth rates, structural constraints due to energy and transport infrastructure, 

and high public debt servicing costs.  

 

Fig. 6. South African government bond yield curve. Source: rbond.co.za 
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Egypt 
In 2025, Egypt’s economy demonstrated gradual macro-financial stabilisation: against a backdrop of 

inflation slowing to ~12% y/y and the Egyptian pound strengthening, the central bank continued its cycle 

of rate cuts, which supported the recovery of business activity and growth in private sector lending. At 

the same time, structural vulnerabilities remain – a high budget deficit (6.8% of GDP), rising public debt 

to 94% of GDP and a current account deficit.  

The real sector and economic activity 

In 2025, Egypt’s economy gradually emerged from the inflationary and currency shock: the PMI index fluctuated 

around the 50-point mark (in Q1 2025, the index stood at 50.7–50.1 points, then fell below 50 points against a 

backdrop of high interest rates and the resulting subdued domestic demand, before a recovery began in Q4 

2025). In October, the index rose to 49.2 points, and in November and December it exceeded the 50-point mark 

(51.1 and 50.2 points) against the backdrop of a revival in domestic demand due to lower interest rates and a 

strengthening currency. In 2026, BMI expects a further improvement in business activity, provided that interest 

rates continue to fall, inflation slows and the inflow of foreign exchange earnings (tourism, remittances from 

migrants) is maintained.  

In 2025, the IMF forecasts GDP growth of 4.4% and 4.7% in 2026, driven by growth in the non-resource 

manufacturing sector, tourism and the telecommunications sector. The upturn in these sectors has offset the 

decline observed in activities related to the Suez Canal and in the mining industry. The IMF expects these sectors 

to stabilise in 2026.  

Inflation and monetary policy 

In Q4 2025, the Central Bank of Egypt cut the overnight deposit rate and the overnight lending rate twice by 2 

percentage points each (to 20% and 21% respectively), continuing the cycle of rate cuts that began in April. Over 

the year, both the overnight deposit and lending rates fell by a total of 7.25 percentage points. This reduction was 

made possible by a slowdown in inflation and against the backdrop of a strengthening currency. 

The rate cut also contributed to a fall in the unemployment rate (6.4% in Q3 2025 vs  6.7% in Q3 2024). At the 

start of 2025, the minimum wage was raised from EGP 6,000 to EGP 7,000 as the government sought to maintain 

social stability; consequently, the rate was kept high at the very start of the year, with no easing of monetary 

policy, so as not to trigger a rise in inflation, which had only just begun to fall.  

 

Fig. 1. Trends in inflation, overnight deposit rates (left-hand scale) and the USD/EGP exchange rate (right-hand scale).  Sources: CAPMAS, 

Central Bank of Egypt 
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Overall, in 2025, the inflationary environment gradually normalised under the influence of tight monetary policy 

in the first half of the year and a cooling of domestic demand. Food inflation slowed over the year, reflecting both 

the high base in 2024 and the resumption of imports of certain goods against the backdrop of a strengthening 

currency. Despite inflation accelerating to 12.5% in October, which was linked to a rise in housing rents due to 

the introduction of mandatory annual rent indexation, in November and December, inflation stood at 12.3% due 

to a decline in food inflation from 1.5% y/y in October to 0.7% y/y in November. Core inflation, which had 

accelerated to 12.1% y/y in October and 12.5% in November due to rising rental rates, fell to 11.8% in December. 

In Q4 2025, food inflation was the main driver of the slowdown in headline inflation, due to seasonal price falls 

for fruit and vegetables and lower costs for imported goods. Thus, conditions were created for monetary policy 

easing: despite monthly fluctuations, inflation in December 2025 was 11.8 percentage points lower than in 

December 2024 (24.1%), whilst food inflation fell by 19.3 percentage points, enabling the Central Bank to begin 

a cycle of rate cuts. In 2026, inflation is expected to continue slowing (as already indicated by the minimum wage 

remaining at 2025 levels at the start of 2026 and the year-on-year inflation rate slowing to 11.9% in January 2026) 

and a further reduction in the key rate, whilst maintaining a stable exchange rate and halting the downward trend 

in the unemployment rate. 

As at the end of September 2025, in the banking sector (excluding the Central Bank), total assets reached EGP 

25.37 trillion, loans to customers – EGP 9.76 trillion, and deposits – EGP 15.32 trillion. Loans to the private sector 

continued to grow throughout 2025 (growth in Q3 2025 stood at 14.5% y/y) against a backdrop of monetary policy 

easing. Loan growth was observed in both the household and corporate sectors.  

Fiscal and tax policy 

At the end of FY2024/25, the government budget deficit stood at 6.8% of GDP (compared to 3.6% of GDP in 

FY2023/2024), mainly due to increased expenditure on public debt servicing, which accounts for a large share 

of expenditure (62%), and on the social sector. In FY2025/2026, the deficit is projected to rise to 7.3% of GDP, 

driven by an increase in interest payments from EGP 1.8 trillion to EGP 2.3 trillion and a moderate 15% rise in 

subsidy expenditure. Social spending is set to increase through the expansion of direct cash support programmes 

for low-income households, growth in food subsidies, and the indexation of public sector wages and allowances, 

reflecting the authorities’ desire to mitigate the effects of high inflation and maintain social stability. In the budget 

plan for FY2025/26, debt servicing costs account for 64.8% of total expenditure (an increase of 2.1 percentage 

points compared with FY2024/25), whilst subsidies account for 13%. Tax revenue in FY2025/26 is forecast at 

39% of total budget revenue (compared with 35% last year). Revenue will be primarily driven by indirect taxes, 

chiefly VAT (36.5% of tax revenue), corporation tax – 12.5%, and income tax – 8.4%. Public expenditure in 

FY2025/26 is planned to be financed mainly through the debt markets (53% of planned expenditure). 

Total public debt reached EGP 14.96 trillion by the end of FY2024/254 (83.8% of GDP), of which EGP 11.07 trillion 

(74% of the total portfolio) was domestic debt and EGP 3.89 trillion (26%) was external debt; with the share of 

domestic debt increasing by 4.3% in FY24/25 compared to FY23/24. External debt accounted for around 21.8% 

of GDP. Within the structure of external liabilities, around half was accounted for by loans from international 

financial institutions (USD 40 billion), with a further 13% (USD 10.6 billion) comprising bilateral loans.  

By June 2025, public debt had reached 94% of GDP, compared with 89% a year earlier, reflecting the rising cost 

of servicing borrowings due to high interest rates and a widening budget deficit. In FY2025/2026, the government 

plans to reduce it to 90% of GDP. 

 
4 FY2024/25 comprises Q3 2024, Q4 2024, Q1 2025 and Q2 2025.  
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Fig. 2. Government budget deficit, EGP trillion and % of GDP. Source: Egypt Ministry of Finance 

Foreign exchange market and balance of payments 

Between Q1 2025 and Q3 2025, the current account deficit narrowed significantly compared with the same period 

in 2024, falling by 45.2% to $3.2 billion (compared with $5.9 billion a year earlier) due to an increase in migrant 

workers’ remittances to $10.7 billion, an increase in the services surplus to $5.0 billion against the backdrop of a 

recovery in tourism and higher revenues from the Suez Canal, as well as a 4% reduction in the non-oil trade 

deficit to $9.5 billion. The improvement in the trade component was driven by a rise in non-oil exports to $9.8 

billion, primarily due to shipments of gold, household appliances, vegetables, fruit and clothing, despite an 

increase in imports to $19.3 billion, including cars and industrial components. The oil trade deficit widened to $5.2 

billion as a result of a $1 billion increase in oil and gas imports to $6.4 billion. On the financial account, a net 

capital inflow of $10.2 billion was recorded in FY2024/25, driven by a $12.2 billion inflow of foreign direct 

investment. In Q3 2025, a net capital outflow of $366 million was recorded, driven by a $5.3 billion increase in 

banks’ foreign assets, reflecting a reallocation of foreign exchange liquidity, as well as a net repayment of 

medium- and long-term loans amounting to $1 billion. FDI inflows in Q3 2025 amounted to $2.4 billion, whilst the 

recovery in portfolio investment reached $1.8 billion. The balance of payments remained in deficit at the end of 

Q3 2025 (–$1.6 billion compared with –$0.99 billion at the end of Q3 2024), indicating the external position’s 

continued sensitivity to fluctuations in oil imports, investment income trends and capital flows, despite a marked 

improvement in current account indicators.  

 

Fig. 3. Trade balance (USD billion). Source: Central Bank of Egypt 

In 2025, the Egyptian pound strengthened: the USD/EGP exchange rate fell from 50.2 to 47.7 over the course of 

the year. This strengthening is linked to i) an increase in revenue from the operation of the Suez Canal (12.4% 

y-o-y in Q3 2025) against a backdrop of logistics normalising following disruptions caused by attacks on merchant 

ships in the Red Sea and the rerouting of vessels around the Cape of Good Hope (for the whole of FY2024/25 
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there was a 45.5% y-o-y decline, but in the second half of the year the decline was only 1.4% y-o-y, after which 

a recovery began), ii) a 13.8% y-o-y increase in tourism revenue (against a backdrop of longer tourist stays in 

the country (overnight stays by tourists) due to the resumption of air services and improved internal security 

following the conflict in the Red Sea) in Q3 2025, iii) a 29.8% y-o-y increase in remittances from workers abroad 

in Q3 2025, thanks to the 2024 foreign exchange market reform, which encouraged the repatriation of funds 

through official channels. 

In 2025, international reserves rose from $47.3 billion in January 2025 to $51.5 billion in December, with this 

growth driven primarily by the revaluation of gold due to rising global prices and an increase in the volume of gold 

in reserves from $11.4 billion to $18.2 billion (126.88 tonnes in Q4 2024 vs 129.36 tonnes in Q4 2025), whilst its 

share rose from approximately 24% to 35% of reserves. The foreign exchange component of reserves declined 

during the year – from $35.8 billion to $33.2 billion – reflecting external debt repayments and the use of foreign 

exchange liquidity to smooth exchange rate fluctuations.  

Equity and debt markets  

In 2025, Egypt’s stock market delivered one of its strongest performances in recent years: the EGX 30 and EGX 

70 indices hit new all-time highs, with year-to-date growth reaching approximately 42% and 60% respectively, 

driven by the strengthening of the pound, expectations of interest rate cuts, improved corporate earnings against 

a backdrop of an improving macroeconomic situation, and M&A activity. The main growth drivers were small and 

medium-sized companies – El-Obour Real Estate Investment, whose shares rose by more than 130% thanks to 

a threefold increase in revenue and the expansion of its contracting business in Saudi Arabia, as well as Macro 

Group, Atlas Investment & Food Industries and Tawasoa Factoring, driven by rights issues and IPOs. Among the 

year’s underperformers were cement producers such as Misr Beni Suef Cement, Sinai Cement and Suez 

Cement, against a backdrop of rising energy costs and weak construction demand (a consequence of high 

interest rates). 

In 2025, Egypt increased its issuance volumes compared 

with 2024: local currency bond issuance amounted to EGP 

7.7 trillion (compared with EGP 5.68 trillion in 2024), whilst 

Eurobond issuance stood at USD 11.4 billion (compared to 

USD 8 billion the previous year). Meanwhile, domestic debt 

repayments remained at the previous year’s level of  EGP 

5.6 trillion, whilst Eurobond repayments fell to USD 7.1 

billion (compared to USD 11.5 billion in 2024). In 2026, 

repayments of EGP 7.1 trillion and USD 13.2 billion are 

planned. 

Eurobond issues continued to play a significant role in the 

structure of Egypt’s market debt in FY2024/25, accounting 

for 34% (USD 27.7 billion). The largest holders of T-bills 

were investment funds (EGP 183 billion), insurance 

companies (EGP 70 billion) and pension funds (EGP 56 

billion).  

The yield curve in December 2025 shifted downwards 

across its entire length compared with January and 

October of the same year, whilst becoming more inverted, 

which is linked to a fall in rates. At the start of the year 

(January 2025), the yield at the short end (3M) stood at 

29.1%, and at the long end (10Y) – 25.6%. Over the course 

of the year, the yield at the short end fell to 25.4%, and at 

 

 

Fig. 4. Yield curve, %. Source: Cbonds 
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the long end to 19.8% (December 2025). Thus, the fall at 

the long end (by 5.8 p.p.) was more pronounced than the 

fall at the short end (by 3.7 p.p.), as the market priced in 

further reductions in interest rates and inflation. 

Yields on 2-year and 10-year government bonds in 2025 

fell mainly due to monetary policy easing, particularly in the 

second half of 2025. At the start of 2025, the yield on 10-

year bonds stood at 25.6%, and by the end of 2025 it was 

19.8%, representing a total decline of 5.8 percentage 

points over the year. For 2-year bonds, the yield fell by 2.6 

percentage points over the year. 

The market assessment of Egypt’s credit risk in 2025 

declined, as evidenced by both the fall in CDS spreads and 

the credit rating. The 10-year CDS fell from 617 bps at the 

start of January 2025 to 340 bps by the end of 2025, whilst 

the 2-year CDS fell even more sharply: from 414 bps to 159 

bps respectively. In October 2025, S&P Global Ratings 

upgraded Egypt’s credit rating from B- to B, citing stronger 

economic growth and improvements in fiscal and external 

indicators. 

T-spreads in USD and EUR also narrowed in 2025, starting 

in April, which also indicates growing investor confidence in 

Egypt’s economy. 

 

Fig. 5. Yields on 2- and 10-year bonds, %. Source: Cbonds 

 

Fig. 6. 2- and 10-year credit default swaps, bps. Source: 

Cbonds 

 

Fig. 7. T-spreads, USD and EUR. Source: Cbonds 
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Indonesia 
Indonesia’s economy maintained steady growth in 2025 against a backdrop of accommodative monetary 

policy and adaptation to global uncertainty. In 2025, GDP grew by 5.1% with inflation at 2.9%; the balance 

of payments remained stable thanks to a trade surplus of US$41.1 billion, whilst the budget deficit stood 

at 2.9% of GDP as spending was redirected towards human capital. The stock market rose by 22.3%, but 

in early 2026 capital outflows reached US$1.6 billion, and Moody’s downgrade of the sovereign rating to 

‘negative’ created new challenges for economic policy. 

On the expenditure side of GDP, the main contributors to growth were exports of goods and services (+7.0% y/y) 

and gross fixed capital formation (+5.1% y/y). Household consumption, which remains the largest component of 

GDP (53.9%), grew by 5.0%. 

In Q4 2025, real GDP growth stood at 5.39% year-on-year and 0.86% quarter-on-quarter. The quarterly figures 

reflected a seasonal contraction in agriculture (-18.3% quarter-on-quarter) and a sharp rise in government 

spending (+13.6% quarter-on-quarter). Overall, economic growth remained balanced, supported by both 

domestic demand and exports, whilst the geographical concentration on the island of Java (56.9% of GDP) 

remained unchanged.  

For 2026, Bank Indonesia forecasts an acceleration in economic growth to 4.9–5.7% against the backdrop of the 

implementation of monetary and fiscal policy stimulus measures. The International Monetary Fund forecasts 

Indonesia’s economy to grow by 5.1% in 2026, based on controlled inflation, a stable financial sector and 

consistent fiscal policy. However, this optimistic forecast contrasts with a recent decision by Moody’s, which in 

February 2026 revised its outlook on Indonesia’s rating to ‘negative’ due to doubts about the effectiveness of 

governance and risks associated with a possible downgrade of the country’s status by MSCI (Morgan Stanley 

Capital International). The IMF acknowledges the presence of external risks and recommends accelerating 

structural reforms. The authorities have already announced measures to improve market transparency, but the 

realisation of the IMF’s forecast will depend on the ability to maintain investor confidence under the new 

conditions. 

The real sector and economic activity 

Indonesia’s economy continued to grow in 2025, expanding by 

5.1% year-on-year following a 5.0% year-on-year increase in 

2024. Almost all sectors showed positive growth, with the 

exception of the mining industry, which contracted by 0.7% year-

on-year. The broad services sector grew at the fastest pace: in 

particular, health and social work services (+9.9% y/y), business 

services (including consulting, equipment hire and support 

activities) (+9.1% y/y), and transport and warehousing (+8.8% 

y/y). The manufacturing sector and wholesale and retail trade, 

repair of motor vehicles and motorcycles—key sectors for the 

economy, together accounting for around 32% of GDP—grew by 

5.3% y-o-y and 5.5% y-o-y respectively, indicating the resilience 

of the core sectors. The sectoral structure of GDP remained 

largely unchanged: the five leading sectors (manufacturing, 

wholesale and retail trade, repair of motor vehicles and 

motorcycles, agriculture, construction and mining) accounted for 

63.9% of the economy. 

 

 

 

 

 

 

Fig. 1. Base interest rate, inflation, PMI index. 

Sources: Bank Indonesia, CBonds 
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Indonesia’s manufacturing sector ended 2025 on a positive note, extending its expansion for the fifth consecutive 

month. Despite the manufacturing PMI falling to 51.2 in December from 53.3 in November, the index remains 

above the 50-point mark, indicating continued growth in the sector. Production expansion continued due to growth 

in new orders, which was driven by the domestic market, as export orders contracted for the fourth consecutive 

month against a backdrop of falling global demand, high real interest rates and rising costs.  Manufacturers 

increased employment and purchasing activity in response to rising demand and production needs, whilst also 

building up stocks of finished goods in anticipation of further growth. Business confidence strengthened to a 

three-month high on the back of positive expectations. Output growth continued, but at a modest pace due to 

raw material shortages, which also caused delivery delays. Inflationary pressure from rising raw material prices 

persisted, although the rate of cost growth slowed. Manufacturers offset this by raising output prices, with the 

increase in December being stronger than the average for 2025. 

Inflation and monetary policy 

The Bank of Indonesia’s monetary policy remained strongly accommodative throughout 2025, aimed at 

supporting economic growth amid growing global uncertainty. A key feature of this policy was the successive 

reduction of the base interest rate (BI-Rate) by 150 basis points between September 2024 and December 2025, 

to 4.8% – the lowest level since 2022. At its meeting in January 2026, the regulator decided to keep the rate at 

this level, signalling a pause to assess the impact of previous easing measures. The policy was accompanied by 

active measures to expand liquidity, including a reduction in the volume of sterilisation instruments (SRBI) from 

917.0 trillion rupiah at the start of 2025 to 694.0 trillion in January 2026, as well as measured purchases of 

government bonds (SBN) on the secondary market in close coordination with the fiscal authorities. 

Alongside interest rates, one of Bank Indonesia’s central tasks was to stabilise the Indonesian rupiah exchange 

rate under an inflation-targeting regime, where price stability is the ultimate goal and the stability of the national 

currency is a key intermediate benchmark. In the face of volatility in global financial markets caused by 

geopolitical tensions and US tariff policy, a comprehensive approach was adopted, involving interventions in both 

the offshore non-deliverable forward (NDF) market and the domestic spot and forward (DNDF) markets. 

According to the regulator, these measures helped to curb excessive exchange rate fluctuations, which was a 

key prerequisite for controlling imported inflation and maintaining macroeconomic stability. 

Inflation in Indonesia remained under control throughout the period under review and was firmly held within Bank 

Indonesia’s target range of 2.5 ± 1%. At the end of 2025, the consumer price index (CPI) stood at 2.9%, reflecting 

the generally low inflationary backdrop. A particularly significant achievement is the low and stable core inflation 

rate (an indicator reflecting the underlying price level, adjusted for the impact of temporary and administrative 

factors such as seasonal fluctuations in food prices or changes in tariffs), which stood at 2.4% in December 2025. 

This demonstrates the effectiveness of monetary policy in managing inflation expectations and containing 

demand-side inflationary pressures. The main challenge stemmed from volatile food inflation, which exceeded 

6% in certain months due to weather factors and supply issues; however, Bank Indonesia, in collaboration with 

and the government, actively countered this through coordination groups on inflation control.  

To strengthen the transmission mechanism and stimulate lending to the real sector, Bank Indonesia actively 

utilised macroprudential instruments, primarily the Macroprudential Liquidity Stimulus Policy (KLM). This policy, 

which was strengthened in December 2025, provides banks with incentives to lower rates on new loans in priority 

sectors (agriculture, manufacturing, MSMEs, etc.) in addition to BI’s policy easing. Despite a significant decline 

in market rates (for example, the INDONIA rate fell by more than 200 basis points over the year), the pass-

through to deposit rates and, in particular, commercial bank lending rates occurred with a delay and at a slower 

pace, which remained a focus for the regulator. 

Looking ahead to 2026–2027, Bank Indonesia remains ready to ease policy further, assessing opportunities to 

cut rates against the backdrop of forecasts that inflation will remain within the target range. The priorities remain 

maintaining the stability of the rupiah, strengthening the external resilience of the economy and promoting the 
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acceleration of economic growth in line with the potential of the national economy. Policy will be comprehensive 

in nature, combining interest rate, exchange rate and macroprudential measures, as well as the continued 

digitalisation of the payment system to support inclusive growth. 

Credit risk in the Indonesian banking sector in 2025 can be characterised as manageable; lending growth 

accelerated to 9.7% y/y in December (from 7.7% in November), reaching Bank Indonesia’s target of 8–11%; To 

this end, Bank Indonesia cut interest rates and tightened macroprudential liquidity policy, supporting government 

programmes against a backdrop of stable macroeconomic and financial conditions. The forecast for 2026 stands 

at 8–12%. Growth in investment loans, working capital loans and consumer loans in 2025 stood at 21.1%, 4.5% 

and 6.6% respectively. The volume of undisbursed credit funds in December 2025 stood at 2,439.2 trillion rupees 

— 22.1% of the limit. The supply of financial assets from banks remains sufficient: the ratio of liquid assets to 

third-party funds (AL/DPK) increased to 28.6%, whilst DPK grew by 13.8% year-on-year in December 2025. 

Thus, Indonesia’s trade balance demonstrates resilience based on export diversification and the strong 

competitive position of non-commodity goods, despite continued dependence on oil and gas imports. 

In 2025, capital inflows into Indonesia were extremely volatile and entirely dependent on global economic 

conditions. The first half of the year saw moderate inflows, which were replaced in the second half by a sharp 

outflow against a backdrop of trade wars and growing uncertainty, reaching $5.26 billion in the third quarter. A 

decisive turning point came only in December, thanks to the Indonesian government’s successful placement of 

sovereign bonds on international capital markets. This large issue, structured as a single placement in two 

currencies — US dollars (1.85 billion) and euros (600 million) — provided a substantial one-off inflow of funds 

totalling $2.54 billion and enabled the year to be concluded with a net surplus, thereby strengthening the country’s 

reserves. As a result, the current account balance for 2025 stood at 0.5–0.3%, indicating a sustained moderate 

surplus throughout the year. Foreign exchange reserves rose to US$156.5 billion, equivalent to 6.3 months of 

imports and significantly exceeding international adequacy standards. Nevertheless, at the start of 2026, rising 

global financial uncertainty led to an outflow of foreign capital in the form of portfolio investments, resulting in a 

net outflow of US$1.6 billion as of 19 January.  

The Indonesian rupiah’s exchange rate against the US dollar in 2025 concluded a period of managed 

depreciation, reflecting the impact of global instability. In the first half of the year, supported by relatively stable 

Foreign exchange market and balance of 

payments 

Indonesia’s balance of payments remains stable amid 

growing global uncertainty. In Q4 2025, stability was 

underpinned by a positive trade balance (a surplus of 

US$2.5 billion in December), supported by exports of non-

oil and gas resources — precious metals, nickel and mineral 

fuels. Based on official statistics from the Bank of Indonesia 

for the period January–December 2025, Indonesia recorded 

a significant trade surplus of US$41.1 billion (compared with 

US$31.3 billion for the period January–December 2024). 

This result was primarily driven by a surplus in the oil and 

gas sector, which reached US$60.8 billion, thereby 

offsetting the oil and gas sector’s deficit of US$19.7 billion. 

The most favourable situation arose in December 2025, 

when the surplus stood at $2.51 billion, thanks to exports 

exceeding imports in the non-oil and gas sector by $4.6 

billion, whilst the oil and gas sector recorded a deficit of $2.1 

billion. 

 

 

 

 

 

Fig. 2 Exports, imports and trade balance 

Sources: Statistics Indonesia 
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conditions, the rupiah strengthened from 16,560 IDR/USD at the end of March to 16,185 IDR/USD at the end of 

June. However, in the second half of the year, against a backdrop of trade conflicts and capital outflows, the 

currency came under heavy pressure. By the end of October, the exchange rate had weakened to 16,585 

IDR/USD. 

To stabilise the situation and curb volatility, Bank Indonesia stepped up its interventions in the foreign exchange 

market. By 20 January 2026, the national currency had fallen to 16,945 rupiah per dollar, 1.5% weaker than at 

the end of December 2025. The depreciation was caused by both the continuing outflow of foreign capital and 

increased domestic demand for foreign currency from corporations and banks. To counter volatility, the regulator 

carried out intensive and timely interventions aimed at smoothing out sharp exchange rate fluctuations and 

maintaining orderly movements in the national currency. These measures effectively curbed sharp exchange rate 

fluctuations and were consistent with the objective of keeping inflation within the target range. Thus, Bank 

Indonesia’s policy mitigated volatility but did not prevent the overall weakening of the rupiah over the period, 

allowing the currency to adjust to external shocks without threatening macroeconomic stability. 

It is expected that, thanks to attractive asset yields, low inflation and positive economic growth forecasts, the 

rupiah will remain stable and retain its potential for appreciation. Bank Indonesia’s forecast for 2026 anticipates 

a sustained balance of payments with a modest current account deficit in the range of 0.1–0.9% of GDP, 

underscoring the economy’s ability to adapt to challenging external conditions with active support from monetary 

authorities.  

Fiscal and tax policy 

In 2025, Indonesia’s fiscal policy was reoriented towards strengthening social support and long-term development 

whilst maintaining macroeconomic stability. Human capital and food security became key priorities, resulting in a 

significant reallocation of budgetary expenditure. The flagship initiative was the free school meals programme 

with a budget of $30 billion. To finance this programme and establish the ‘Danantara’ sovereign wealth fund, the 

government carried out a large-scale optimisation and reallocation of expenditure amounting to approximately 

$20 billion. An important step towards strengthening the revenue side of the budget was the increase in the 

standard rate of value added tax (VAT) from 11% to 12% from January 2025.  

By the end of 2025, Indonesia’s state budget had been executed with a deficit of 2.9% of GDP, which exceeded 

the initial target (2.5% of GDP) but remained within manageable limits. Revenue amounted to 2,756.3 trillion 

rupiah (91.7% of the target), which was below expectations due to falling commodity prices and increased tax 

refunds; however, non-tax revenue (PNBP) reached 534.1 trillion rupiah, exceeding the target by 104% thanks 

to improved administration of natural resource levies. Expenditure reached 3,451.4 trillion rupiah (95.3% of the 

target) and was directed towards supporting the economy, social assistance (PKH and PBI JKN programmes), 

disaster relief and the launch of priority projects such as free school meals (MBG). 

For 2026, the Indonesian government is proposing a budget with revenue of 3,153.6 trillion rupiah (+9.8% 

compared to the expected 2025 outturn) and expenditure of 3,842.7 trillion rupiah, resulting in a deficit of 2.7% 

of GDP — slightly lower than the 2025 figure. The deficit will be financed through government securities, loans 

and budget surpluses. An additional instrument will be an agreement with Bank Indonesia on a ‘debt swap’, 

whereby the regulator will buy back government bonds nearing maturity and exchange them for new securities.  

Central government expenditure will amount to 3,149.7 trillion rupiah, of which 1,510.5 trillion rupiah will go 

directly to ministries, and 1,639.2 trillion rupiah will be allocated to mandatory payments (pensions, interest on 

debt), subsidies and reserves. A further 693 trillion rupees will be channelled to the regions in the form of transfers. 

The main focus is on eight priority areas. 164.7 trillion rupees have been allocated to food security (fertilisers, 

rice fields), and 402.4 trillion rupees to energy security (fuel subsidies and renewable energy). The free meals 

programme (MBG) is estimated at 335 trillion rupiah and will cover 82.9 million children and nursing mothers. 

Healthcare will receive 244 trillion IDR (insurance contributions for 96.8 million people, free medical check-ups 

for 130.3 million). Education is funded through school renovations, ‘People’s Schools’ and scholarships. IDR 
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181.8 trillion is allocated to support villages and SMEs, and over IDR 420 trillion to defence and security. The key 

focus is on Danantara’s investment potential to finance raw material processing (target: $38 billion) and affordable 

housing programmes. 

 

Fig. 3. Structure of Indonesia’s 2026 budget expenditure. Source: Ministry of Finance 

Stock market 

In 2025, the Indonesian stock market demonstrated significant resilience and steady growth, acting as a key 

asset for investors despite periods of global uncertainty. The main benchmark, the Jakarta Stock Exchange 

Composite Index (JCI), recorded impressive annual growth of 22.3% by the end of 2025, reflecting the high 

attractiveness of the country’s risk assets against a backdrop of stimulative macroeconomic policy. 

This growth was driven by several key sectors. The technology sector (IDXTECHNO) emerged as the clear 

leader, soaring by 138.4% over the year, reflecting market optimism regarding the acceleration of digital 

transformation and strong corporate performance from a number of issuers. The industrial sector (IDXINDUST) 

was the second-fastest growing, with a gain of 108.1%, followed by the infrastructure sector (IDXINFRA), which 

rose by 80.6% thanks to an increase in domestic capital expenditure. Commodity sectors also showed strong 

performance: the energy sector (IDXENERGY) rose by 65.6%, and the basic materials sector (IDXBASIC) by 

64.4%. 

Particularly strong momentum was observed in October 2025, when the stock market attracted the highest inflow 

of funds for the year. This wave of investment was partly linked to a shift of capital from the debt market: falling 

government bond yields made equities more competitive in terms of risk/return. Nevertheless, the market was 

not without volatility. In January 2026, the JCI index fell by 9.0% compared with December 2025, which likely 

reflects short-term profit-taking, heightened global risks and the influence of seasonal factors. 

In the medium term, the stock market delivered steady positive returns: growth over six months stood at 7.9%. 

Long-term investors with a five-year horizon also achieved a positive return of 31.1%. The overall growth 

trajectory indicates investor confidence in the fundamental prospects of the Indonesian economy; however, the 

market’s dependence on global capital flows requires regulators and the government to maintain a predictable 

macroeconomic environment in order to preserve investment attractiveness. 

Debt market 

In all three periods (early 2025, early Q4 2025, end of Q4 2025), the yield curve for Indonesian government bonds 

has an upward (normal) slope. At the start of 2025, the curve was relatively flat for short-term (1M–1Y) and long-

term (10Y–30Y) securities, with the lowest yield recorded for 3Y securities at 6.7%. At the start of Q4 2025, the 
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curve became steeper and more upward-sloping; yields fell significantly across all maturities but maintained a 

clear upward trend ranging from 4.8% (1M) to 7.0% (25Y). By the end of Q4 2025, the curve remained upward-

sloping but became even flatter, particularly at the long end, reflecting the Bank of Indonesia’s monetary policy 

easing, low inflation and capital inflows into emerging markets.  

Throughout 2025, the Indonesian government bond yield curve showed a significant decline in rates from January 

(average 7.0%) to December (5.6%), demonstrating a fall of 1.41 percentage points across the entire spectrum. 

Yields on short-term securities (1M-1Y) fell more sharply — by 2.2 p.p. — whilst those on long-term securities 

(10Y-30Y) fell more moderately, by 0.6 p.p.  By the start of Q4 2025, the yield curve had steepened compared to 

the start of the year, as short-term rates fell more sharply than long-term rates; the curve is significantly lower, 

reflecting the cut in the key rate. The market expects accommodative policy to continue in 2026, but with caution 

regarding long-term securities due to potential inflationary pressures. By the end of Q4 2025, compared to the 

start of Q4 2025, the yield curve had flattened; this was due to the halt in the decline of long-term yields and the 

continued fall in short-term rates. 

 

Fig. 4. Government bond yield curve. Source: Cbonds 

The yield on 10-year bonds in Indonesia followed a downward trend in 2025, but encountered resistance towards 

the end of the year. Whilst the yield stood at 7.0% in January, 6.3% in October and 6.1% in December, 

representing an overall decline of 0.9 percentage points, reflecting the cut in the key interest rate (from 6.00% to 

4.75% by January 2026), inflation control (2.9% in December 2025) and capital inflows. For 1-year bonds, the 

decline in yields over the year was more pronounced. Whereas at the start of 2025 it stood at 7.1%, by December 

it had fallen to 5.0%, representing a decline of 2.1 percentage points. Thus, short-term rates reacted to the Bank 

of Indonesia’s actions almost twice as strongly as long-term rates. A similar, though slightly less sharp, trend was 

observed for 3-year bonds: a decline from 6.7% to 5.2%, or by 1.5 percentage points. Short-term 1Y and 3Y 

securities were most affected by the key rate cut, whilst the dynamics of long-term 10Y bonds were largely 

smoothed out by long-term inflation expectations. 

Throughout 2025, Indonesia’s sovereign credit rating remained stable at ‘BBB’ (on the Fitch and Standard & 

Poor’s scales) and ‘Baa2’ (on the Moody’s scale), with the rating agencies predominantly confirming stable 

outlooks, reflecting the resilience of macroeconomic indicators, controlled inflation and consistent fiscal policy. 

However, on 5 February 2026, Moody’s, whilst maintaining the rating at ‘Baa2’, changed the outlook to ‘negative’ 

from ‘stable’. This decision was linked to growing doubts about the effectiveness of governance, including risks 

arising from MSCI Inc.’s warning regarding the possible reclassification of Indonesia from emerging market status 

to the ‘frontier’ markets category (those situated between emerging markets and least developed countries) due 

to a lack of transparency. This situation triggered a massive capital outflow and a 7.4% plunge in the Jakarta 
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Composite Index — the sharpest fall in 14 years — leading to the resignation of the stock exchange’s chief 

executive. The authorities have promised reforms, including raising the free float requirement from 7.5% to 15%, 

which should increase market liquidity and make it more accessible to foreign investors. In addition, pension and 

insurance funds will be allowed to increase their investments in the capital market from 8% to 20% of their 

portfolios. However, Moody’s warned that a continuation of current trends could undermine confidence in 

economic policy and negatively affect macroeconomic stability in the medium term.   

In Q4 2025, Indonesia issued sovereign bonds in IDR, USD and EUR. Dollar-denominated issues worth 0.6–

1.25 billion, maturing in 2030–2036, were placed with yields of 4.5–5.2%. The euro-denominated issues have a 

duration of 7.6 years and a yield of 4.0%. The domestic rupiah market features retail bonds with durations of 2.6–

5.6 years and yields of 5.6–5.9%, as well as Islamic sukuk with a duration of 4.7 years and a yield of 5.7%. 

 

Fig. 5. Map of Indonesian bonds. Source: Cbonds 

 

 

0

1

2

3

4

5

6

7

0 2 4 6 8 10 12

Y
ie

ld

Duration

https://www.finmarket.ru/news/6556197
https://www.finmarket.ru/news/6556197
https://www.finmarket.ru/news/6556197
https://www.finmarket.ru/news/6556197


 BRICS Macroeconomic and Financial Monitoring 2025 

 

 

 

Section of Structural Global Economic Problems 
of the Centre for Comprehensive European and 
International Studies (CCEIS) 

 
March 2026 48 

 

Iran 
Iran’s economy slowed sharply in 2025: GDP grew by just 0.3% against a backdrop of US sanctions and 

a reduction in China’s oil purchases. Inflation accelerated to 60%, and the unofficial exchange rate of the 

rial plummeted by 87%. The stock market rose by 53% due to an influx of funds from investors seeking 

to hedge against inflation, whilst the debt market expanded (+46%). External debt reached $5.4 billion 

(65% of which was short-term), creating liquidity risks. 

According to the latest data, in autumn 2025 the labour force participation rate in Iran stood at 40.7%, which is 

0.5 percentage points lower than the figure for the same period last year. Unemployment among the 15–24 age 

group rose to 21.5%, an increase of 1.3 percentage points. It is noteworthy that 37.9% of employed citizens were 

forced to work overtime (more than 49 hours per week), which, against a backdrop of falling employment and 

rising youth unemployment, indicates a redistribution of the workload onto those already in work and a lack of 

new jobs. 

Inflation and monetary policy 

Inflation (CPI) has been rising  since the start of 2025 and  stood at 42.2% at the end of December 2025; by 

comparison, it was 31.8% at the start of the year. Furthermore, according to data for Dec–Jan 20265 , price rises 

in the ‘food, beverages and tobacco’ category were significantly higher than the average, reaching 89.9%. Staple 

foods saw particularly sharp price increases, with bread and cereals rising by 133.6%, and fruit by 118.7%, which 

is linked to the devaluation of the rial as well as other structural issues, such as  labour shortages (the deportation 

of Afghan migrant workers led to a shortage of people to harvest crops, causing the cost of harvesting to double), 

natural and climatic conditions (problems with water resources and frost damage to orchards in a number of 

provinces), regional instability and rising production costs linked to power cuts.   

The monetary base increased from 12,409 trillion reais to 17,765 trillion reais (+43% over the first 11 months of 

2025). Moreover, public debt to the CBI increased by 53% over the same period, which indicates that government 

expenditure was directly covered by additional money issuance. The Central Bank of Iran attributes the need for 

 
5 Day 1404 of the Iranian calendar 

The real sector and economic activity 

According to IMF estimates, Iran’s GDP grew by 0.3% in 2025 

(compared to 3.7% in 2024), with growth of around 1.1% 

forecast for 2026. The main factors behind the slowdown in 

growth in 2025 were a reduction in China’s oil purchases (due 

to independent refineries exhausting their quotas, which act 

as limits on oil imports), the US sanctions package introduced 

in 2025 against Iran’s tanker fleet and ports, as well as 

secondary restrictions on buyers of Iranian oil and internal 

systemic issues (more on these below). 

The Purchasing Managers’ Index (PMI) has fluctuated since 

the start of the year but remained within a range of 43 to 51 

points; however, by the end of December 2025 – January 

2026, it fell again to 43.4 points due to strikes against a 

backdrop of political instability at the end of the year. 

  

 

 

Fig. 1. Trends in the PMI (left-hand axis) and CPI (right-

hand axis). Sources: Iran Chamber of Commerce, 
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https://www.presstv.ir/Detail/2025/12/27/761389/Iran-annual-inflation-rise-December-SCI
https://marin-consult.com/index.php/tipps-aus-teheran/1602-consumer-price-inflation-up-to-38-9
https://www.tehrantimes.com/news/518557/Fruits-have-highest-inflation-rate-among-commodity-groups-in
https://www.imf.org/-/media/files/publications/weo/2026/january/english/text.pdf
https://en.otaghiranonline.ir/news/66269
https://en.otaghiranonline.ir/news/66399
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such a mechanism to ‘unexpected conditions’ that arose during 2025, which essentially points to a tightening of 

sanctions. The key interest rate has stood at 23% since 2018 and remained unchanged throughout 2025, which 

is significantly below the inflation rate. However, the volume of funds on deposit is increasing; for example, the 

volume of funds in the characteristic Islamic ‘Gharz-al-hasanah’ deposits rose by 57% from January to November 

2025 to 16,015.2 trillion rials, or by 43.9% from November 2025 / Nov. 2024, which confirms a noticeable sense 

of inflation at the household level.  

Fiscal and tax policy 

According to the World Bank’s latest forecast from April 2025, Iran’s budget revenue in 2025 is projected at 9.8% 

of GDP (compared to 9.9% in 2024), though a decline to 8% of GDP is expected in 2026. As for the primary 

balance, it is expected to be in deficit at -3.6% of GDP by the end of 2025, and the deficit could reach -4.2% in 

2026. However, it is important to note that this forecast likely does not take into account the increase in oil exports 

that occurred in the autumn of 2025, so it may be somewhat pessimistic. Similarly, according to IMF forecasts, 

Iran’s gross public debt could rise from 36.8% to 39.9% of GDP by the end of 2025. Regarding the reform of tax 

instruments, in view of the deficit in 2025, the Iranian authorities continued to develop the tax system. Taxes on 

profits in the telecoms and IT sectors were raised from 15% to 22%, taxes were introduced on e-commerce and 

digital services, and inspections were tightened and fines increased.  

Balance of payments and foreign exchange market 

By the end of 2025, the official exchange rate of the Iranian rial (IRR) had depreciated to 762,121 rials per US 

dollar, an increase of 33.2% compared to the start of the year, according to data from the central bank.  The 

unofficial exchange rate was on average higher, having depreciated from 800,257 (Central Bank estimate) to 

1,500,000 (+87.4% Jan 2026 / Jan 2025) rials per dollar. The main reason for the pressure on the unofficial 

exchange rate is the triggering of the ‘snapback’ mechanism provided for in the Joint Comprehensive Plan of 

Action (JCPOA), which entails the automatic reinstatement of previously lifted international sanctions via the UN 

Security Council in the event of Iran being found to have breached its nuclear programme 

commitments.Furthermore, looking at the spread between the official and unofficial exchange rates, this widened 

to 44% during 2025, which may signal a growing real currency shortage and a lack of confidence in official policy. 

It is also important to note that the price per tonne of export and import goods fell by 5.5% and 15.2% respectively 

between April and September 2025 compared with the same period in 2024. The fall in export prices, despite an 

increase in export volumes in tonnes, may have been due to discounts on commodities as a result of sanctions. 

Furthermore, in January 2026, President Masoud Pezeshkian announced a reform of exchange rate policy, which 

involves the abolition of the preferential foreign exchange rate system for importers, previously used to subsidise 

imports of essential goods. The aim of the reform is to reduce corruption and arbitrage arising from the difference 

between the preferential and market exchange rates, as well as to improve the effectiveness of state support by 

redirecting subsidies directly to households. However, experts note that moving away from cheap currency for 

imports could lead to a rise in the cost of food and other basic goods, which in the short term will increase 

inflationary pressure and reduce the affordability of these goods for the population. 

Looking more closely at the structure of Iran’s balance of payments, the first three months of 2025 saw a 

significant decline in oil export revenues – down 15.5% compared with the same period in 2024 – against a 

backdrop of tighter sanctions controls on exports and logistics. Similarly, the services deficit remained at $2,815 

million for the first three months of 2025 due to high transport and insurance premiums (owing to instability in the 

region) and limited access to international settlements, which increases the transaction costs of foreign trade. 

However, the impact of these risks is limited, as export volumes had already reached a record high for the year 

by September (estimates suggest monthly revenue reached approximately $3.9–4.2 billion). Overall, a positive 

current account surplus of $3 billion (~0.17% of GDP) is expected for 2025.  

https://thedocs.worldbank.org/en/doc/65cf93926fdb3ea23b72f277fc249a72-0500042021/related/mpo-irn.pdf
https://www.tehrantimes.com/news/514967/IMF-forecasts-modest-growth-for-Iran-s-economy-in-2025
https://myindustry.ir/ru/%D0%BD%D0%B0%D0%BB%D0%BE%D0%B3%D0%B8-%D0%B2-%D0%B8%D1%80%D0%B0%D0%BD%D0%B5-2025/
https://www.newsnationnow.com/world/irans-currency-hits-record-low-inflation-tops-60/
https://www.newsnationnow.com/world/irans-currency-hits-record-low-inflation-tops-60/
https://www.securitycouncilreport.org/whatsinblue/2025/08/iran-closed-consultations-on-the-invocation-of-the-snapback-mechanism.php
https://www.iranintl.com/en/202601056582
https://www.fdd.org/analysis/2025/10/23/irans-september-oil-exports-reach-a-2025-high-underscoring-sanctions-enforcement-gaps/
https://www.tehrantimes.com/news/514967/IMF-forecasts-modest-growth-for-Iran-s-economy-in-2025
https://www.tehrantimes.com/news/514967/IMF-forecasts-modest-growth-for-Iran-s-economy-in-2025
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It is also important to highlight the expanding debt market; for example, the total market value of debt rose to 

approximately 11,882 trillion rials (+46% between January 2025 and October 2025). The main driver of this growth 

was the government, with the total volume of government-issued debt instruments in circulation rising by 48.1% 

(April–October 2025 / April–October 2025). Thus, government borrowing accounts for 80.5% of the total debt 

market, indicating the government’s active use of the capital market for financing amid budgetary constraints and 

sanctions pressure. It is also important to note the growth in foreign debt to $5.4 billion, up 10.7% compared to 

March 2025, with short-term borrowing accounting for 64.6% of the total; given the sanctions and limited market 

access, this creates risks related to liquidity and solvency in the near term.  

 

  

Equity and debt markets 

Analysing the dynamics of key indicators for 2025 on the 

Iranian stock market, a clear increase in liquidity can be 

observed. For example, the Tehran Stock Market Index 

(TEDPIX) rose to 4,021 points, up 44% in 2025. Meanwhile, 

the over-the-counter (OTC) index rose by 27.6%. Oct. 2025 / 

Oct. 2024 

The market’s market capitalisation stood at 120 quadrillion 

rials in December. The reason for the capital inflow into 

equities was high inflation and expectations of continued 

devaluation, against which backdrop investors view equities 

as a means of preserving capital value. An additional factor 

was the inability of deposits and fixed-income instruments to 

fully offset inflation, which stimulated the reallocation of funds 

by retail and institutional investors.   

  

 

Fig. 2. TEDPIX performance (thousands). Sources: 
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UAE 
In 2025, the UAE economy continued to grow against the backdrop of rapid expansion in the non-oil 

sector: in October 2025, the IMF raised its GDP growth forecast for 2025 to 4.8% year-on-year, with the 

non-oil sector’s contribution reaching a record 77% of GDP. Inflation hovered around 1%, and the UAE 

Central Bank pursued a loose monetary policy. The federal budget for 2025 was planned to be balanced 

($19.47 billion in expenditure and revenue). International reserves rose to $288 billion by December 2025, 

and the current account was in surplus. Stock indices rose, whilst yields on sovereign Eurobonds fell.  

 
6 Latest available data point – Authors’ note 

Real sector and economic activity 

In the first half of 20256 , the UAE’s real GDP demonstrated 

steady growth. Whilst GDP stood at $119 billion in Q4 2024 (or 

$483 billion in cumulative terms), 2025 was marked by an 

upward trend for the UAE economy: in Q1 2025, GDP reached 

$124 billion, and in Q2 2025 – $129.1 billion. A year earlier, the 

UAE economy generated $243 billion in H1 2024 (Q1 2024: 

$113.4 billion, Q2 2024: $123.5 billion) compared to $253 billion 

in H1 2025: in both periods, GDP grew at constant prices.  

Abdullah bin Tuk Al Marri, the UAE Minister of Economy and 

Tourism, reported that in Q1 2025, the share of the non-resource 

sector in GDP (i.e. GDP excluding oil and gas production; 

hereinafter referred to as non-resource, non-commodity or non-

oil-and-gas GDP) rose to a record high of 77.3%. The growth 

rate of the non-resource sector itself stood at 5.5% year-on-year 

(Q1 2025: $96 billion; Q1 2024: $91 billion). It should be noted 

that in Q2 2025, the contribution of the non-commodity 

component rose to 77.7% of GDP – $100 billion. 

In January 2025, the IMF forecast real GDP growth for the UAE 

in 2025 at 4% year-on-year, highlighting strong economic activity 

linked to the tourism and financial sectors, construction and the 

property market. In October 2025, the IMF revised its forecast 

upwards and expects overall real GDP growth in the UAE in 

2025 to reach 4.8% year-on-year. The revision was driven by the 

continued rapid growth of the non-oil and gas sector and 

increased hydrocarbon production by OPEC+. 

The growth in the UAE’s real non-oil and gas GDP is linked to 

the development of sectors such as manufacturing (the sector’s 

share of GDP is 11%), trade (the sector’s share of GDP is 13%) 

and the financial and insurance sector (the sector’s share of 

GDP is 10%).  

 

  

 

Fig. 1. Inflation (y/y) and key interest rate, % (left 

axis), UAE non-oil private sector PMI, points (right 

axis). Sources: Federal Competitiveness and 

Statistics Centre, Central Bank of the UAE, S&P 

Global. 

 
Fig. 2. Trends in the UAE Central Bank’s total assets 

and foreign reserves, US$ billion (left axis), and 

month-on-month changes in the UAE Central Bank’s 

assets and reserves, US$ billion (right axis). Source: 

Central Bank of UAE 
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https://uaestat.fcsc.gov.ae/vis?lc=en&fs%5b0%5d=FCSC%20-%20Statistical%20Hierarchy%2C0%7CGDP%20-%20Quarterly%23NAT_QG%23&pg=0&fc=FCSC%20-%20Statistical%20Hierarchy&snb=2&df%5bds%5d=FCSC-RDS&df%5bid%5d=DF_QGDP_CON&df%5bag%5d=FCSA&df%5bvs%5d=1.8.0&dq=.Q......&pd=2015-Q1%2C&to%5bTIME_PERIOD%5d=false&isAvailabilityDisabled=false
https://uaestat.fcsc.gov.ae/vis?lc=en&fs%5b0%5d=FCSC%20-%20Statistical%20Hierarchy%2C0%7CAnnual%20National%20Accounts%23NAT_NA%23&pg=0&fc=FCSC%20-%20Statistical%20Hierarchy&bp=true&snb=7&df%5bds%5d=FCSC-RDS&df%5bid%5d=DF_NA_ISIC_CON&df%5bag%5d=FCSA&df%5bvs%5d=3.4.0&dq=.A.............&pd=2015%2C&to%5bTIME_PERIOD%5d=false
https://tvbrics.com/en/news/uae-gdp-reaches-us-482-5-billion-thanks-to-non-oil-sector-growth/
https://gulfnews.com/business/markets/uae-gdp-hits-dh455-billion-in-q1-as-non-oil-share-climbs-to-historic-773-1.500259945
https://www.imf.org/en/news/articles/2025/01/22/pr25013-united-arab-emirates-imf-staff-concludes-visit
https://www.khaleejtimes.com/business/economy/uae-growth-forecast-leapfrogs-global-trend-imf-report-says
https://www.khaleejtimes.com/business/economy/uae-growth-forecast-leapfrogs-global-trend-imf-report-says
https://www.imf.org/en/news/articles/2025/10/02/pr-25326-united-arab-emirates-imf-staff-completes-2025-article-iv-mission
https://uaestat.fcsc.gov.ae/vis?lc=en&fs%5b0%5d=FCSC%20-%20Statistical%20Hierarchy%2C0%7CGDP%20-%20Quarterly%23NAT_QG%23&pg=0&fc=FCSC%20-%20Statistical%20Hierarchy&snb=2&df%5bds%5d=FCSC-RDS&df%5bid%5d=DF_QGDP_CON&df%5bag%5d=FCSA&df%5bvs%5d=1.8.0&dq=.Q......&pd=2015-Q1%2C&to%5bTIME_PERIOD%5d=false
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Furthermore, the Emirates have become one of the world’s top seven destinations in terms of expenditure by 
foreign tourists, which indicates the high competitiveness of the tourism market and its significant impact on 
economic development. 

 
Fig. 3. UAE GDP growth (quarterly) broken down by oil and gas sector revenue, US$ billion (constant prices). Source: Federal 

Competitiveness and Statistics Centre. 

Business activity in the UAE’s non-oil sector showed growth in 2025: in January, the PMI stood at 55 points; in 

December, it was 54.2 points; and the annual average was 54 points. S&P noted that this was the lowest annual 

average since 2021. The reasons for the growth in business activity in the UAE were favourable government 

policy, improved market conditions and rising international demand. The most notable acceleration in business 

activity was observed in November and December. Nevertheless, there were also factors that dampened 

business activity during the year, namely increased cost pressures, which peaked in December as a result of 

rising expenditure on wages, transport and services (see the section on Inflation and Monetary Policy for further 

details). Another reason highlighted by S&P Global was subdued employment growth, which negatively affected 

firms’ ability to meet high demand. 

 

Fig. 4. Dynamics of non-oil GDP (quarterly) in the UAE by sector, US$ billion (constant prices). Source: Federal Competitiveness and Statistics 

Centre. 
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https://www.wam.ae/en/article/15wfvtd-minister-economy-tourism-775-non-oil-share-real
https://www.pmi.spglobal.com/Public/Home/PressRelease/5fd96601cb0a4b01835ab947b3f92dd3#:~:text=%22The%20UAE%20non%2Doil%20sector,weakest%20annual%20performance%20since%202021.
https://www.financemiddleeast.com/economy/uae-pmi-falls-to-52-9-in-july-lowest-since-2021-on-weaker-demand-and-regional-tensions/?utm_source=chatgpt.com
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In 2026, the IMF forecasts real GDP growth in the UAE of 5% y/y. As in 2025, the non-oil and gas sector is 

expected to have a strong influence on GDP growth (growth in the non-resource sector – 5.3% y/y). A moderate 

increase in oil production is forecast for 2026 and, accordingly, growth in oil and gas GDP of 4% y/y. 

Inflation and monetary policy 

In 2025, inflation trends were volatile: in H1 2025, inflation slowed (in Q1 2025 it stood at 1.4% y/y, Q2 2025 – 

0.6% y/y). However, in Q3 2025, it accelerated to 1.1% y/y. The UAE Central Bank noted in its report that 

deflationary trends in key components of the consumer basket were the drivers of this trend. In the transport 

sector (contribution to inflation: 12.7%), a slowdown in price growth was recorded (Q1 2025: -3.3% y/y, Q2 2025: 

-9.5% y/y), which is linked to a fall in energy prices. Prices for food and beverages (contribution to inflation – 

12%) slowed to 0.1% in Q2 2025 from 0.4% in Q1 2025, driven by a decline in global food prices. A slowdown in 

price growth in H1 2025 was observed in the ‘clothing and footwear’ and ‘IT and communications’ components. 

However, the largest component – housing and utilities (contribution to inflation – 35.1%) – accelerated to 4.1% 

in Q2 2025 and to 3.9% in Q1 2025.  

In Q3 2025, annual inflation accelerated to 1.1% y/y. The UAE Central Bank reported inflation of 1% for the first 

nine months of 2025. In Q3 2025, the following components of the consumer basket drove the acceleration: 

housing and utility services remained at a high level, despite a slight slowdown (3.7% in Q3 2025 vs 4.1% in Q2 

2025 y/y), inflation in the transport sector continued to fall at a slower pace (-4% in Q3 2025 vs -9.5% in Q2 2025 

y/y), which is linked to fuel prices, whilst food and beverage prices showed relative stability (-0.2% in Q3 2025 

y/y). In December 2025, the UAE Central Bank lowered its inflation forecast for the end of 2025 to 1.3% from 

1.5% due to price trends that were lower than expected. The forecast for 2026 remains unchanged at 1.8% y/y 

due to a lower base effect resulting from the expected slowdown in price growth in 2025. 

 

Fig. 5. Monthly inflation trends and contributions of the main components (CPI, y/y). Source: Federal Competitiveness and Statistics Centre 

(CPI by component, y/y), IMF (contributions to CPI). 

The UAE’s monetary policy is dependent on the actions of the US Federal Reserve due to the pegging of the 

UAE dirham to the US dollar; consequently, the UAE Central Bank’s decisions on the key interest rate generally 

follow corresponding decisions by the US Federal Reserve. In 2025, the UAE Central Bank continued the 

accommodative monetary policy initiated in 2024, when in September 2024 the Central Bank, following the US 

Federal Reserve, lowered the key rate from 5.4% to 4.9% per annum. From December 2024, the key rate, 

standing at 4.4%, was cut three times in 2025: in September to 4.15% per annum, in October to 3.9% per annum 

and in December to 3.65% per annum. The most recent decision by the UAE Central Bank regarding the key 

rate was on 28 January 2026, when it was decided to maintain the rate at 3.65% following a similar decision by 

the US Federal Reserve. 
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https://www.imf.org/-/media/files/publications/cr/2025/english/1areea2025001-source-pdf.pdf
https://www.middleeastbriefing.com/news/uae-economy-set-for-5-growth-in-2026-implications/
https://www.centralbank.ae/media/3ekdwl2f/qer-sep-2025.pdf
https://www.centralbank.ae/media/nsoa0sg3/qer-dec-2025.pdf
https://www.centralbank.ae/media/3ekdwl2f/qer-sep-2025.pdf
https://www.centralbank.ae/media/nsoa0sg3/qer-dec-2025.pdf
https://www.axcapital.ae/blog/news/uaes-base-rate-has-been-cut
https://www.reuters.com/world/middle-east/uaes-central-bank-cuts-base-rate-by-25-bps-statement-says-2024-12-18/
https://gulfnews.com/world/americas/uae-central-bank-cuts-key-interest-rate-for-first-time-in-2025-mirroring-us-fed-move-1.500273364
https://timesofindia.indiatimes.com/world/middle-east/uae-central-bank-cuts-interest-rate-to-3-90-lowest-since-2022-consumers-to-see-cheaper-loans-and-mortgages/articleshow/124917079.cms
https://timesofindia.indiatimes.com/world/middle-east/uae-central-bank-cuts-interest-rate-to-3-90-lowest-since-2022-consumers-to-see-cheaper-loans-and-mortgages/articleshow/124917079.cms
https://maaal.com/en/news/details/gulf-central-banks-cut-in/
https://gulfnews.com/business/banking/uae-keeps-key-interest-rate-unchanged-in-first-decision-of-2026-tracking-fed-1.500423982
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Against the backdrop of accommodative monetary policy, the banking system’s total assets grew by 18.1% y/y 

in Q3 2025. Lending growth in the UAE also accelerated in 2025: in December 2025, it stood at 17.9% y/y. In Q1 

2025, they remained at 9.5% y/y, having accelerated from Q2 2025. The UAE banking sector comprises 61 banks 

(23 UAE national banks and 38 branches of foreign banks). 

Table 1. Assets and deposits of the UAE banking system, US$ billion, Q3 2024–Q3 2025 

Indicator Q3 2024 Q4 2024 Q1 2025 Q2 2025 Q3 2025 

Total assets 1,199 1,241 1,285 1,354 1,416 
Gross loans 589 594 610 636 675 

Deposits 752 775 799 829 868 
Source: CBUAE 

As part of its economic diversification policy, the UAE is positioning itself as a hub for digital assets. In 2025, the 

Emirates ranked 5th in The Henley Crypto Adoption Index 2025, which measures the level of cryptocurrency 

integration in different countries. 

On 29 January 2026, the UAE Central Bank registered the national stablecoin USDU as a foreign payment token: 

it was issued by the Abu Dhabi-based company Universal and became the first cryptocurrency in the country to 

be fully backed by the US dollar. Its arrival on the market was the result of high domestic demand for asset 

tokenisation.  

Fiscal and tax policy 

The UAE Ministry of Finance (MoF UAE) planned a balanced federal budget for 2025, which was the largest in 

the UAE’s history: $19.47 billion in planned expenditure, an increase of 11.6% compared to 2024 ($17.45 billion 

in expenditure). Planned federal budget revenue for 2025 stood at $19.47 billion: this is 9% higher than revenue 

in 2024 ($17.89 billion). 

 

Fig. 6. Actual structure of the UAE’s consolidated budget, 2019–2025 (by quarter), in billions of US dollars. Source: UAE Ministry of Finance, 

Government Finance Statistics  

The largest source of revenue is fees for federal services, amounting to $7.16 billion (vs $6.76 billion in 2024). 

This is followed by investment income from the UAE Central Bank and the telecommunications company ‘Du’ – 

$4.76 billion (vs $4.3 billion in 2024), contributions from the emirates of Abu Dhabi and Dubai – $3.98 billion (vs 

$3.94 billion in 2024), taxes – $3.44 billion (vs $3.03 billion in 2024) and pension contributions – $128 million (vs 

$179 million in 2024). 
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https://www.centralbank.ae/media/nsoa0sg3/qer-dec-2025.pdf
https://www.arabianbusiness.com/finance/uae-bank-loan-growth-accelerates-as-overseas-lending-strengthens-report
https://www.centralbank.ae/en
https://www.centralbank.ae/media/nsoa0sg3/qer-dec-2025.pdf
https://www.reddal.com/insights/uaes-cryptocurrency-agenda-guide-to-trends-jurisdictions-and-challenges/
https://www.henleyglobal.com/publications/henley-crypto-adoption-index-2025
https://www.thebanker.com/content/c5ed773c-259f-4118-8bbe-dde5a65f1d03
https://u.ae/en/information-and-services/finance-and-investment/budget/federal-finance#:~:text=Federal%20budget%202025,approach%20between%20income%20and%20spending.
https://mof.gov.ae/wp-content/uploads/2025/02/Federal-General-Budget-Annual-Report-2025.pdf
https://mof.gov.ae/wp-content/uploads/2025/02/Federal-General-Budget-Annual-Report-2025.pdf
https://mof.gov.ae/wp-content/uploads/2025/02/Federal-General-Budget-Annual-Report-2025.pdf
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Fig. 7. Structure of the UAE federal budget, 2025: by revenue (left chart), by expenditure (right chart), %. Source: UAE Ministry of Finance.  

According to the planned budget, 39% of funds ($7.59 billion) will be allocated to the social development and 

pensions sector (compared to $7.27 billion in 2024): development of educational programmes, healthcare and 

social security. Next come general government expenditure, accounting for 35.7% of total expenditure ($6.96 

billion compared to $6.86 billion in 2024), expenditure on infrastructure and economic projects, to which 3.6% of 

funds have been allocated ($703 million compared to $708 million in 2024), financial investments, which account 

for 4% of the federal budget ($780 million compared to $626 million in 2024), and other federal expenditure, to 

which 17.7% of budget funds are allocated ($3.44 billion compared to $1.96 billion in 2024).  

At the end of Q3 2025, the consolidated budget (the overall budget, comprising the federal budget and the emirate 

budgets) remains in surplus at $9.2 billion (compared with $11.3 billion in Q3 2024), with expenditure standing at 

$30 billion and revenue at $39 billion. We expect the budget surplus to be maintained by the end of 2025. 

According to the IMF’s  December forecasts, the UAE’s aggregate public debt at the end of 2025 will stand at 

34.3% of GDP ($197 billion), which is only marginally different from the 2024 figure of 34.9% of GDP. In 2026, 

gross public debt is expected to fall to 32.4% of GDP.   

In October 2025, the UAE Ministry of Finance approved the draft federal balanced budget for 2026. The total 

budget amounted to $25.2 billion, which is 29% higher than the 2025 budget. The bulk of the funds will be 

allocated to social programmes. A portion of the budget (16.6%) will be allocated to financial investments, 

including the creation of a support programme to ensure the stability of financial institutions and support for FDI. 

Foreign exchange market and balance of payments 

The UAE’s national currency – the UAE dirham – has a fixed exchange rate, which has stood at 1 USD = 3.6725 

AED since 1997. The UAE Central Bank increased its gold and foreign exchange reserves in 2025: by the end 

of Q3 2025, the value of the reserves reached $288.1 billion for the first time. The total foreign reserves of the 

Central Bank grew steadily throughout 2025: in January they stood at $237.8 billion, and by December had 

reached $288.1 billion (compared to $234.3 billion in December 2024). We expect the UAE Central Bank to 

continue its policy of building up foreign exchange reserves.  

In October 2025, the UAE Central Bank released data on the structure of the UAE’s balance of payments for 

2023 and 2024; the current account surplus stood at $68.59 billion and $79.97 billion respectively, which was in 

line with IMF estimates. The increase in the current account surplus in 2024 compared to 2023 is linked to growth 

in the balances of goods and services, which reached $66.36 billion and $64.67 billion respectively (compared 

to $59.36 billion and $56.66 billion in 2023): exports of non-commodity goods increased, whilst the growth in 

import flows declined slightly against the backdrop of rising exports. 
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https://www.wam.ae/article/b5kvzh9-uae-cabinet-approves-federal-budget-for-fiscal
https://www.wam.ae/en/article/3um58p-federal-general-budget-2024-approved-estimated
https://mof.gov.ae/wp-content/uploads/2025/11/GFS-Data-2025-En-27.11.25.pdf
https://mof.gov.ae/en/public-finance/uae-federal-budget/government-financial-statistics/
https://www.imf.org/-/media/files/publications/cr/2025/english/1areea2025001-source-pdf.pdf
https://www.reuters.com/world/middle-east/uae-approves-2026-budget-with-estimated-revenues-924-billion-dirhams-prime-2025-10-27/
https://mof.gov.ae/en/news/maktoum-bin-mohammed-the-federal-budget-for-the-fiscal-year-2026-represents-a-milestone-in-the-journey-of-government-work/
https://businessemirates.ae/news/uae-property-news/v-oae-utverdili-krupneyshiy-v-istorii-byudzhet/
https://www.centralbank.ae/media/if2ky4yn/statistical-bulletin-december-2025.pdf
https://www.centralbank.ae/en/research-and-statistics/
https://www.centralbank.ae/media/ke3iuzfh/uae_foreign_assets_dec-25.pdf
https://www.centralbank.ae/media/aqknxvll/balance-of-payments-developments_2023_2024-oct_2025_en.pdf
https://www.imf.org/-/media/files/publications/cr/2025/english/1areea2025001-source-pdf.pdf
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Fig. 8. Structure of the UAE’s current account balance, 2023–2028, US$ billion. Source: IMF Consultation IV Report UAE (p. 28).  

According to IMF forecasts, the UAE’s current account surplus in 2025 fell to 13.3% of GDP ($75.5 billion) 

compared with 14.5% of GDP in 2024 ($79.97 billion) against a backdrop of rising imports and falling global oil 

prices.  

According to IMF estimates, the current account surplus will continue to narrow in 2026, reaching 12.3% of GDP 

($73.7 billion). The reduction in the surplus is attributed to the ongoing diversification of the UAE economy and 

high levels of investment, which will lead to an increase in goods imports.  

Equity and debt markets 

In 2025, the Dubai Financial Market General Index (DFMGI) rose by 17.2%, whilst market capitalisation stood at 

$270 billion. Hamed Ali, CEO of DFM and Nasdaq Dubai, stated that this success was made possible by “stable 

trading, growing participation from other countries and improvements to market infrastructure”. The main drivers 

of growth on the Dubai Stock Exchange were the IPO of the property agency Dubai Residential REIT (part of 

Dubai Holding, which is owned by the Government of the Emirate of Dubai and aims to diversify the emirate’s 

economy), which was oversubscribed 26 times the offered volume with total demand of $15.25 billion, and the 

SPO of Emirates Integrated Telecommunications Company (Du), which led to increased liquidity. In the 

construction sector, the largest IPO in the sector was organised by UAE developer ALEC Holdings. 

 

Fig. 9. Monthly performance of the Dubai Financial Market (DFMGI) and Abu Dhabi Securities Exchange (ADX General) indices, 2019–2025, 

p. (index values are shown as at the last trading day of the month). Source: Official exchange websites, Cbonds. 
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https://www.imf.org/-/media/files/publications/cr/2025/english/1areea2025001-source-pdf.pdf
https://www.imf.org/-/media/files/publications/cr/2025/english/1areea2025001-source-pdf.pdf
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In 2025, the Abu Dhabi Securities Exchange (ADX) General Index rose by 6.1%, whilst market capitalisation 

reached $825.05 billion. These figures for the ADX index and market capitalisation are linked to strong 

performance in the property market, which grew by 15.4%, and the financial sector, which grew by 9.2%. The top 

performers in terms of share price growth were Fujairah Cement Industries, whose share price rose by 122.2%, 

GFH Financial Group (93.2% share price growth) and Union Insurance (84.6% share price growth). 

Sovereign bonds issued by the UAE Ministry of Finance account for around 10% of the public debt structure. As 

at the end of Q4 2025, the UAE Ministry of Finance’s public debt stood at $17.2 billion and consists of two parts. 

The first, $7.2 billion, or 26 billion AED, relates to sovereign bond issues on the domestic market denominated in 

dirhams, namely T-Bonds (Treasury bonds) and T-Sukuk (so-called ‘Islamic bonds’). The second part of the debt 

($10 billion) is external debt, comprising sovereign Eurobonds. 

In 2025, there were 7 T-Sukuk bonds in circulation, 1 of which was redeemed on 11 May 2025 (a 2-year sukuk 

with a volume of AED 2.2 billion). In addition to Islamic bonds, two issues of T-Bonds were in circulation on the 

domestic market in 2025, one of which also matured on 11 May 2025 (3-year term, volume of AED 4.3 billion).  

In 2026, two new issues of T-Bonds are expected to be placed, maturing in January 2031 and October 2028, as 

well as three issues of T-Sukuk maturing in February 2033, April 2031 and November 2028 (the offer is not 

disclosed). 

Throughout 2025, the major rating agencies maintained the UAE’s high sovereign ratings in local and foreign 

currencies (M/S&P/F: AA2/AA/AA-). 

In 2025, there were no new Eurobond issues on the external debt market: the market consists of 7 sovereign 

long-term Eurobond issues (10, 20, 30 years) totalling $10 billion. In 2025, the yield curve for UAE sovereign 

Eurobonds fell from 5.3% to 4.79% (by 51 bps). This trend is linked to the cycle of key interest rate cuts in the 

economy. In addition to accommodative monetary policy, this trend was influenced by growing interest in the UAE 

from foreign investors (demand for Eurobonds is driven by institutional investors from MENA countries, the US 

and the UK). 

Table 2: List of sovereign bonds in circulation as at 31 December 2025 (Issuer – UAE Ministry of Finance)  

N
o. 

Type
* 

Volum
e 

(billion
) 

Curren
cy 

Issue date Maturity date 
Yield to 

maturity, % 
Coupon rate, 

% 

1 E 1 USD 
19 October 

2021 
19 October 

2031 
3.98 2 

2 E 1 USD 
19 October 

2021 
19 October 

2041 
5.14 2.875 

3 E 2 USD 
19 October 

2021 
19 October 

2061 
5.32 3.25 

4 E 1.75 USD 3 July 2022 07/07/2032 4.1 4.05 
5 E 1.25 USD 3 July 2022 07/07/2052 5.4 4.951 

6 E 1.5 USD 
25 September 

2023 
25 September 

2033 
4.16 4.917 

7 E 1.5 USD 2 July 2024 2 July 2034 4.36 4.857 

8 B 2.05 AED 01/02/2023 
14 September 

2027 
3.9 3.65 

9 S 2.2 AED 09/11/2023 11 May 2026 3.34 3.7 

10 S 3.9 AED 4 July 2024 
11 January 

2029 
3.56 4.12 

11 S 3.3 AED 24 April 2025 
26 September 

2026 
3.49 3.65 

12 S 4.95 AED 26 June 2025 23 May 2027 3.37 4.57 

13 S 4.4 AED 
25 September 

2025 
24 August 2028 3.52 4.48 

14 S 2.75 AED 
27 November 

2025 
22 May 2030 3.78 4.06 

https://cbonds.ru/bonds/1469034/
https://cbonds.ru/bonds/1275467/
https://mof.gov.ae/en/public-finance/public-debt/fdmo-international-bond/


 BRICS Macroeconomic and Financial Monitoring 2025 

 

 

 

Section of Structural Global Economic Problems 
of the Centre for Comprehensive European and 
International Studies (CCEIS) 

 
March 2026 58 

 

15 B 4.3 AED 09 May 2022 11 May 2025 redeemed 3.24 
16 S 2.2 AED 09 May 2023 11 May 2025 redeemed 3.97 

Source: UAE Ministry of Finance, Cbonds (yield to maturity as at 9 February 2026 – Nasdaq Dubai) 

Notes:  
1. * – bond types are designated as:  

E – Eurobonds. Listed on the London Stock Exchange, Nasdaq Dubai (+Taipei Exchange for Eurobonds 
maturing on: 07/07/2052, 19/10/2061) 
S – T-Sukuk (Islamic bonds denominated in dirhams) 
B – Treasury bonds (Sovereign bonds denominated in dirhams)  

2. For all issues, the number of coupon payments per year is 2.  
3. Bonds within each of the three categories are sorted by issue date. 
4. Yield to maturity and coupon rate are expressed as a percentage per annum.  

Fig. 10. Yield curves for sovereign Eurobonds as at 01/01/2025 (blue) and 31/12/2025 (green). Issues are designated by their year of 
maturity. Source: Cbonds. 
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Ethiopia 
Ethiopia’s GDP continues to grow at a rapid pace, partly driven by export revenues (gold and coffee). 

Monetary policy remains tight against the backdrop of the Ethiopian birr’s depreciation and high inflation 

rates in recent years. At the same time, key medium-term risks relate to persistent debt vulnerability 

following the default, the budget’s dependence on external financing, and the potential crowding-out 

effect on private investment due to rising domestic government borrowing. 

The real sector and economic activity 

Ethiopia’s economy continues to grow at a steady pace. According to the latest IMF estimates (January 2026), 

Ethiopia’s real GDP growth rate for the 2024/25 financial year (i.e. Q3 2024–Q2 2025, hereinafter ‘FY’) is 

projected to be 9.2% y/y, which is 100 basis points higher than the figure for FY 2023/24 (8.1% y/y). Growth rates 

remain above the average for sub-Saharan African countries. Real GDP growth is driven by strong performance 

in agriculture (contributing 35% of GDP), mining (5% of GDP), construction (20% of GDP) and manufacturing 

(5% of GDP). In the 2025/26 financial year, according to IMF data, real GDP growth is forecast at 9.3% year-on-

year. 

 

Fig. 1. Structure of Ethiopia’s GDP, 2015/16–2023/24 financial years (i.e. Q3 2015/16 – Q2 2016 – Q3 2023/16 – Q2 2024), (by year), % of 

annual GDP in Ethiopian birr) Source: National Bank of Ethiopia 

Following the default on its external debt in Eurobonds, Ethiopia, under the guidance of the IMF, implemented a 

package of measures: exchange rate liberalisation, the adoption of a new VAT law, and the conclusion of a 

memorandum with official creditors under the G20 Common Framework, providing for debt relief of $2.5 billion 

and an extension of the repayment deadline to 2028. In 2025, the commissioning of the ‘Renaissance’ 

hydroelectric power station on the Blue Nile – the largest infrastructure project in Ethiopia – was completed, 

potentially opening up opportunities for the development of energy-intensive industries and the attraction of FDI. 

For example, in November 2025, Rusal and EIH signed a memorandum of understanding to build a large 

aluminium smelter. 
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https://www.imf.org/-/media/files/publications/cr/2026/english/1ethea2026001-source-pdf.pdf
https://www.imf.org/-/media/files/publications/cr/2026/english/1ethea2026001-source-pdf.pdf
https://www.imf.org/-/media/files/publications/cr/2026/english/1ethea2026001-source-pdf.pdf
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https://www.interfax.ru/world/1046325
https://tass.ru/ekonomika/25626733
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Inflation and monetary policy 

Annual inflation in 2025 continued its steady decline, standing at 9.7% in December, which is 730 basis points 

lower than the level in the same month of 2024 (17% y/y). The disinflationary trend can be attributed both to tight 

monetary policy and to the high-base effect from the previous year, against the backdrop of high inflation in the 

2021/22–2023/24 financial years.  

  

Fig. 3. Monthly trends in headline inflation (CPI) and the contributions of the major components (CPI, y/y), 2024–2025. Source: Ethiopian 

Statistics Service 

Foreign exchange market and balance of payments 

In 2025, the Ethiopian birr continued to weaken, but the pace of depreciation slowed significantly. By the end of 

the year, the US dollar exchange rate had stabilised, trading at 155.136 ETB, compared with 127.717 ETB at the 
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The largest contributions to consumer price growth came 

from the categories ‘soft drinks and coffee’ (+48.9% y/y), 

‘clothing and footwear’ (+14.7% y/y), and ‘meat’ (+13.7% 

y/y). Meanwhile, the slowdown was driven by the ‘bread and 

cereals’ (0%, y/y) and ‘housing, utilities and rent’ (+1.9%) 

categories. The Ethiopian National Statistics Service 

identified ‘bread and cereals’ as the only category of goods 

to show a disinflationary trend throughout 2025: for 

example, between July and October, annual inflation rates 

for this category ranged from -1.3% y/y (July 2025) to -4.4% 

y/y (October 2025). 

Following the increase in the key interest rate to 15% in July 

2024 to combat accelerating price growth and devaluation 

following the introduction of a floating exchange rate, the 

National Bank of Ethiopia (NBE) has maintained it at that 

level. In Q4 2025, inflation slowed to 9.8%. The IMF 

recommends that the NBE maintain a tight monetary policy 

in 2026 in order to ‘anchor inflation expectations and 

support a further decline in inflation’. 

 

 

Fig. 2. Inflation trends (CPI, y/y), key interest rate (left-

hand scale), %, average monthly US dollar exchange 

rate (right-hand scale), Ethiopian birr. Sources: 

Ethiopian Statistical Service, National Bank of Ethiopia 
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start of 2025. This 21.5% depreciation is significantly less than the devaluation that occurred after 29 July 2024, 

when currency market reforms began with the introduction of a floating exchange rate (112%). To support the 

liquidity of the foreign exchange market, the NBE sold $790 million worth of foreign currency in 2025. However, 

in the periods prior to the announcement of the floating exchange rate, changes in the NBE’s reserves were 

predominantly positive – the NBE purchased foreign currency, thereby increasing its gold and foreign exchange 

reserves. 

At the same time, total imports declined, including imports of machinery, electrical equipment and 

pharmaceuticals (imports of aircraft and their components rose significantly). In addition to the trade balance, 

there was growth in private remittances and net services of 12.5% and 63.9% respectively. The IMF expects the 

current account deficit to narrow from 2.9% of GDP in the 2023/24 financial year to 1.1% of GDP in the 2024/25 

financial year, with a further return to 2.3% of GDP in the 2025/26 financial year.  

Fig. 5. Structure of Ethiopia’s trade balance, 2020/21–2024/25 financial years (i.e. Q3 2020/Q2 2021 – Q3 2024/Q2 2025), by quarter, US$ 

billion. Source: National Bank of Ethiopia 

In 2025, the commissioning of the ‘Renaissance’ hydroelectric power station on the Blue Nile – the largest 

infrastructure project in Ethiopia – was completed, potentially opening up opportunities for the development of 
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The current account deficit in Q4 2024 (i.e. Q2 2024/25 

financial year) fell by 57% year-on-year to $864.4 million. This 

is due to a 22.7% reduction in the trade deficit (rising demand 

for gold and coffee against a backdrop of high global prices 

for these commodities) (-$3.3 billion compared with -$2.6 

billion in Q4 2024 versus Q3 2024). Coffee exports rose to 

470 tonnes in the 2024/25 financial year (28% of total exports) 

compared with 299 tonnes in the 2023/24 financial year. Gold 

exports increased even more significantly – from 4 tonnes in 

the 2023/24 financial year to 39 tonnes in 2024/25 (22% of 

gross exports).  Despite this, export earnings for Q3–Q4 2025 

exceeded the Ministry of Trade and Regional Integration’s 

expectations by 20%, with Ethiopia’s export revenue totalling 

over $5.1 billion. The Ministry also stated that the target for 

export revenue is $9.4 billion by the end of the 2025/26 

financial year. Gold has become the key commodity driving 

growth in foreign trade revenue, having risen significantly in 

price during 2025 against a backdrop of general uncertainty 

in the global economy.  

 

  

Fig. 4. Current account, trade balance (left axis) and 

changes in reserves (right axis), 2019–2025 

(quarterly), US$ billion. Source: National Bank of 

Ethiopia 
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https://nbe.gov.et/wp-content/uploads/2024/07/Press-Release_English_FVF.pdf
https://nbe.gov.et/fx-sale-auction/
https://www.imf.org/-/media/files/publications/cr/2026/english/1ethea2026001-source-pdf.pdf
https://www.interfax.ru/world/1046325
https://nbe.gov.et/wp-content/uploads/2025/11/Second-Quarter-Report-2024-25-1.pdf
https://nbe.gov.et/wp-content/uploads/2025/11/Second-Quarter-Report-2024-25-1.pdf
https://tvbrics.com/en/news/ethiopia-exceeds-export-revenue-target-with-us-5-1-billion/
https://www.gold.org/goldhub/data#price-and-premium
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energy-intensive industries and the attraction of FDI. For example, in November 2025, Rusal and EIH signed a 

memorandum of understanding to build a large aluminium smelter. 

Fiscal and tax policy 

Ethiopia’s 2018 budget (based on the Ethiopian calendar, i.e. Sept. 2025–Sept. 2026) provides for expenditure 

of $13.4 billion, revenue of $11.5 billion and a deficit of $1.9 billion. A significant proportion of the budget is 

allocated to servicing public debt and subsidies to the regions – 24% and 16.3% respectively, whilst 6% and 3% 

are allocated to education and healthcare respectively. External sources of financing account for 25.6% (mainly 

financial support from the IMF – around 18%), whilst the main source of budget revenue (66.6%) is tax revenue. 

In July 2024, a new law was passed to reduce tax breaks, and measures to control VAT collection were tightened. 

  

Fig. 6. Structure of Ethiopia’s budget, 2021/22 – 2024/25 fiscal years (i.e. Q3 2021/Q2 2022 – Q3 2024/Q2 2025), (by quarter), billion 

Ethiopian birr) Source: National Bank of Ethiopia 

Ethiopia’s budget dynamics are characterised by high volatility and a deficit, with signs of fiscal consolidation by 

the end of 2024. By the end of the year, the budget had reached a balanced-to-moderately surplus position, 

which can be seen as the result of ongoing reforms in the areas of taxation and a review of fiscal policy following 

the default on external debt in Eurobonds. In 2024–2025, the Ethiopian Ministry of Finance plans a balanced 

budget with government expenditure of 1.93 billion birr, representing an increase of approximately 98.5% 

compared to the previous financial year. 

Throughout the year, the budget allocation exhibits a consistent half-yearly seasonal pattern, characterised by 

an increase in the deficit in the first half of the year and a decrease in the second. This pattern may indicate a 

link between the budget and agricultural cycles, as well as the unevenness of tax collections throughout the year. 

Equity and debt markets 

Following the default on Eurobonds in 2023, Ethiopia remains in a state of limited default (ratings: S&P – SD, 

Fitch Ratings – RD, Moody’s – Caa3, TE – 15). In 2025, the country actively participated in the debt restructuring 

process under the G20 Initiative. 

T-bills are being issued steadily in the domestic debt market. Yields on 28-day bills rose from 12–13% (August 

2024) to 13–16%, with peaks of up to 19–20% in February–March 2025. Rates on 364-day bills rose from 11% 

(August 2024) to 17–19% (January–February 2026). For the first time in a long while, in February 2025, the real 

rate on short-term bills turned positive, which can be seen as the result of tight monetary policy. At the same time, 

demand for short-term bills of up to 91 days often exceeds the volumes offered by the National Bank of Egypt, 

suggesting that investors have concerns about the long-term outlook for the economy. There has been an 

increase in the volume of auctions in 2025 of approximately twofold compared to 2024 (dependence on domestic 
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financing of the state budget is growing in a state of limited default). However, this policy may lead to the crowding 

out of private investment and a slowdown in economic growth. 

By the end of the year, the ESX stock exchange, which was launched at the beginning of the year, listed the 

shares of two companies and five brokerage firms (Wegagen Capital and CBE Capital Investment Bank, Ethio 

Fidelity and Gadda Securities Dealer, and Awash Capital S.C.).  

A significant development was the IMF’s approval in January 2026, following the results of 2025, of a grant 

equivalent to $261 million for the ongoing reform under the Extended Credit Facility (ECF), demonstrating the 

effectiveness and success of this reform. 

 

https://esx.et/
https://esx.et/members/trading-members-of-esx/
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