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Real GDP: Middle East bears the brunt of the West Asia crisis Care-cge
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2026 real GDP growth forecasts
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*For these countries, October 2025 has been considered, as data was not provided in the January 2026 interim update.

* Global real GDP growth for 2026 is forecasted at 3.1%, a 0.2 pp downward revision from the previous update.
* Despite the downward revision, growth will be supported by domestic consumption, strong technology-related investment, and lower effective tariff rates.

 The Middle East countries will be the most impacted as their exports are adversely affected by the closure of Strait of Hormuz. The severity depends on the
availability of an alternative mode of transportation in these countries.
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2026 Consumer Price Index forecasts
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*For these countries, October 2025 has been considered, as data was not provided in the January 2026 interim update.

» Inflation forecasts for 2026 have been revised upward across major economies compared with the previous update, reflecting the surge in global energy
prices.

* Major central banks such as the US Federal Reserve (Fed), European Central Bank (ECB), and Bank of England (BoE) have kept policy rates unchanged in
their latest meetings, as war-driven inflation has limited room for policy easing, despite earlier expectations of rate cuts.

* Meanwhile, central banks, including Australia, Singapore, Colombia, and the Philippines, have tightened policy rates to curb inflationary pressure and stabilise
their currencies.



Crisis response: Fuel tax cuts are the most widely used tool Care-dge
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Sources: IEA, CGIL
Data as of April 20, 2026. “Other” includes measures such as measures against fuel price gouging, welfare support schemes and other price mechanisms.

Crisis policy response (price support and demand-side measures)

mDemand side  ®Targeted or partly targeted  ®mUntargeted

Fuel subsidies Tax measures Other Demand side measures

Consumer price support Demand side

* Short-term price relief, through tax cuts and subsidies, is being combined with demand-side actions such as remote work mandates, air-conditioning limits,
fuel rationing and public campaigns, as these measures are quicker and more cost-effective.

* Governments are favouring targeted fuel subsidies over universal ones to minimise fiscal leakage and reduce market distortions.

* The transport sector remains the primary focus, with policies centered on fuel rationing, driving restrictions, and expanded public transport support.



|
Care=dge
I}
GLOBAL RATINGS
A subsidiary of CARE Ratings Limited

Singapore

Malaysia

Australia Thailand

AA .
: @ India BBB+ o
Positive Outlook

7 = ;

Hong Kong

APAC

- | _ Indonesia BBB
_aa- B

e B
®  Skoea L AA B |

]




APAC:
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Australia 3.8 3.7 4.6 2-3% Hike in March 2026

Bangladesh 8.6 9.2 8.7 6.5% Hold
China 0.2 1.3 1.0 2.0% Hold
Hong Kong 1.1 1.7 1.7 - Hold
India 2.7 3.2 3.4 4% (£ 2%) Hold
Indonesia 3.6 4.8 3.5 2.5% (£ 1%) Hold
Japan 1.5 1.3 1.5 2% Hold
Korea 2.0 2.0 2.2 2% Hold
Malaysia 1.6 1.4 1.7 1-3.5% Hold

Philippines 2.0 2.4 4.1 2-4% Hike in April 2026

Singapore 1.4 1.2 1.8 2.0% Hike in April 2026
Taiwan 0.7 1.8 1.2 2.0% Hold
Thailand -0.7 -0.9 -0.1 1-3% Hold
Vietnam 2.5 3.4 4.7 4.5% Hold

Source: Haver Analytics, IMF, CGIL

Inflation within the target
Inflation higher than target

Inflation across several APAC economies firmed up in March 2026, with some breaching their respective target ranges. In response, central banks

have begun recalibrating their policy stance.

A few economies, such as Australia, Singapore, and the Philippines, have adopted aggressive tightening, while others are gradually shifting from
an accommodative stance towards neutrality (Thailand).



UAE: OPEC exit defines a recalibrated medium-term strategy Care
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UAE was OPEC's fourth-largest oil producer
Crude oil production in million barrels per day, 2025
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OPEC'’s share in world oil production declined from
half in 1970s to one-third in 2020s
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» Greater production autonomy will enable the UAE to better align output with its expanding capacity, supporting improved fiscal revenues, higher export

volumes, and earnings over the medium term.

 From a credit perspective, the impact is broadly neutral in the near term, as higher production gains are offset by the impact of ongoing West Asia on

consumption, tourism, investment inflows, and export logistics.

* For a detailed credit update, refer to Exit fromm OPEC credit neutral for UAE.pdf


https://www.careedgeglobal.com/upload/RatingReportPDF/Exit%20from%20OPEC%20credit%20neutral%20for%20UAE.pdf

China: Warming prices, cooling exports Care-dge
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Factory gate prices turn a corner
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Sources: China National Bureau of Statistics, Haver Analytics, CGIL Sources: General Administration of Customs, Haver Analytics, CGIL

PPl growth turned positive in March 2026 for the first time since September 2022, though largely driven by higher imported commodity prices linked to the West
Asia crisis rather than a recovery in domestic demand.

Export growth eased in March from the strong pace in the first two months due to the base effect and disruptions from the West Asia crisis, which raised logistics
costs. Nevertheless, exports rose a robust 14.7% y-o-y in Q1 2026, supported by Al-driven demand for electronics.

Looking forward, with global demand likely to soften because of the West Asia crisis, China’s export growth will remain a key watchpoint, as the external sector has
been a primary growth driver amid subdued domestic demand.



India: Capital flows under pressure Care
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Trends in capital account
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* Net foreign direct investment (FDI) inflows fell to historic lows in FY26 due to higher repatriation and outward FDI, diverging from past stress periods when FDI flows
were stable.

* Net FDI inflows (gross inflows - repatriation - FDI by India) moderated to USD 6.3 billion in 1IM FY26, compared with the average of USD 35.1 billion during FY16-FY20.
« Additionally, with multiple successive shocks to the global economy since the pandemic, foreign portfolio investment (FPI) flows have become increasingly volatile.
» FPI outflows intensified in March with total outflows amounting to USD 16.6 billion in FY26. Ongoing global uncertainties are likely to weigh on FPI flows going ahead.

+ Balance of payments (BoP) saw a deficit of USD 30.8 billion in 9M FY26 (vs deficit of USD 5 billion in FY25). Likely widening of current account deficit (CAD) and
subdued capital flows challenge India’s BoP position.
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Americas: Net oil exporters likely to gain, with inflation risks Eﬂ!ﬂ%?dge
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Growth largely resilient despite West Asia crisis | Inflation expectations largely higher for 2026
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* Net oil exporters, such as Ecuador, are expected to see growth tailwinds from the West Asia crisis, with Ecuador’s growth forecast revised up by 0.5 pp.
« Higher copper prices are expected to support growth outlook of Chile and Peru, despite both being net energy importers.

* Inflation is projected to edge higher across most countries in the region. Colombia’s inflation forecast has been sharply raised to 5.9% from 3.5%, reflecting its
heavy dependence on imported gas and fertilisers.
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Americas: Probability of LatAm’s hidden risk ‘El Nifio’ rises Care-cge
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Probability of El Nifio rises to 83% in the second half | It might impact food productivity in the LatAm, a
of 2026 ! trade-surplus region in agricultural products
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Note: AMJ = April May June, MJJ = May June July, JJA = June July August; and so on

El Nifo probability rises to nearly 83% by late 2026, significantly increasing the risk of drought and crop disruption across Latin America (LatAm).
Brazil, the region’s largest agricultural exporter (USD 137 bn surplus in 2024), faces the highest absolute exposure to production losses in the northern region.

A supply shock from LatAm could amplify global food inflation, compounding existing pressures from the West Asia crisis.
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US: Fed holds rate in Powell’s final meet; Warsh faced Senate hearing are=dge
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Fed funds target rate unchanged in April 2026

Warsh inclined to shrink Fed’s balance sheet
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Sources: FRB, Haver Analytics, CGIL Sources: Haver Analytics, CGIL
The Fed held the policy rate at 3.50-3.75% for a third straight meeting in April 2026, marking Powell’s final meeting as Chair (he remains a Board Governor).

Kevin Warsh, the incoming Chair, signalled the possibility of gradual rate cuts later, subject to inflation and growth data. He also emphasised the need for a
smaller Federal Reserve balance sheet.

Currently, markets are not pricing in any Fed easing in 2026, with a status quo expected through much of 2027 and a rate cut likely towards end-2027.
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Brazil: Central bank cuts Selic rate by 25 bps for second time in 2026 Care=dge
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MPC reduces Selic rate Inflation remains close and within target band
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Sources: Banco Central do Brasil, Haver Analytics, CGIL Sources: Haver Analytics, CGIL

The MPC cut the Selic rate by 25 bps to 14.50% for the second consecutive time in 2026.

This comes against the backdrop of slowing growth, with the economy expanding by just 2.3% in 2025, the weakest in five years, after a prolonged period of tight
monetary policy, which has kept the business confidence subdued.

However, MPC flagged inflation risks due to the West Asia crisis, with the inflation forecast revised to 4.6% in April 2026 from 3.6% in March 2026.
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Europe: Market expects policy rate hikes
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* Inflation has remained above the central bank’s target levels across most of Europe, excluding Sweden.
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* As a result, the market expects central banks to raise policy rates. However, given the subdued growth outlook, central banks are likely to proceed
cautiously with further rate increases.

* In the most recent monetary policy meetings, central banks have kept interest rates unchanged to better assess ongoing inflationary pressures.
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Made in Europe: An industrial policy reset i A e
EU’s trade deficit with China nearly doubles Key pillars of ‘Made in Europe’
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The EU’s trade deficit with China continues to widen, driven by imports of electric vehicles, green technologies, and advanced machinery.

In response, the EU has launched a new ‘Made in Europe’ initiative aimed at reducing its reliance on Chinese manufacturing, particularly in green technologies while
streamlining the bureaucratic process.

The 'Made in Europe’ plan includes local content requirements (eg: EVs should have 70% European-made components) and technology sharing.

Beijing has criticised the measures as discriminatory. 9
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Germany: Pressures are not only external, but structural at home Care-cdge

Gap between labour cost and productivity is widening Bureaucracy burden for businesses on rise again
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Germany’s export-oriented growth model is under strain amid rising competition from China. However, the challenges are not only external but are increasingly
becoming domestic as well.

Labour productivity has broadly stagnated since 2021, while wage costs have continued to rise, eroding Germany’s competitive edge, particularly when demographic
pressures are already intensifying labour shortages.

At the same time, burdensome regulation and red tape remain a constraint, with compliance demands increasing further through expanded sustainability reporting
requirements for businesses.
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Africa: Renewables offer limited shield from energy risks
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Renewables’ share in electricity generation
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suggesting structural reliance beyond electricity generation.

Fuel imports as a share of total merchandise imports
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Countries with a high renewable share, such as Ethiopia and Kenya, still face notable fuel import exposure (15.4% and 23.5% of total imports, respectively),

Low-renewable systems remain highly exposed: Nigeria (23.0% renewables) and Ghana (38.5%) show elevated fuel import dependence at 38.0% and 32.1%,

respectively, among the highest in the sample, highlighting limited insulation from external energy shocks.
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Africa: Structural factors drive inflation volatility Care
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Price volatility varies across different economies
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* Ethiopia, Ghana, and Nigeria tend to see higher price volatility due to fertiliser, fuel, and transport cost shocks, further exacerbated by latent external
vulnerabilities and weak currency dynamics.

« The more diversified economies, such as Mauritius, Morocco, Kenya, South Africa, and Tanzania, tend to face lower price volatility, with more credible and
proactive monetary and exchange rate policies, and stronger buffers dampening the impact of external shocks.
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Africa: Energy pressures partly offset by favourable FX movements Care
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Heterogeneity in projected inflation rate movement

Main transmission channels

(2025) Net imports
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exporter position.

*Positive values indicate currency appreciation, while negative values indicate depreciation.
**A positive balance indicates a net importer of oil & gas, while a negative balance indicates a net

Pre-crisis, 2025 inflation dynamics remain heterogeneous across countries, with Nigeria and Egypt at the highest levels as per the IMF’s latest projections,

largely driven by domestic factors and FX movements.

Nigeria and Mauritius are more prone to a spike in inflation, with the former experiencing significant increase in fuel prices and a depreciation of the Naira,

while the latter’s high dependence on energy imports puts it at risk.

Economies that seem to be least impacted are Morocco and Kenya, supported by relatively stable FX and/or more moderate price pass-through, helping

anchor inflation.
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About us:

CareEdge Global IFSC Limited (CareEdge Global) is a full-service Credit Rating Agency (CRA) with a mission of Empowering Global
Capital Market Participants Through Unrivalled Insights and Expertise. As the first CRA registered and authorized by the
International Financial Services Centres Authority (India), we are uniquely positioned to provide comprehensive ratings on a global
scale. A part of the CareEdge Group - we are a knowledge-based analytical organisation offering a wide range of services in Credit
Ratings, Analytics, Consulting, and Sustainability. Established in 1993, our parent company, CARE Ratings Limited (CareEdge
Ratings), stands as India’s second-largest rating agency.

Disclaimer:

Ratings from CareEdge Global IFSC Limited (CareEdge Global) are statements of opinion as of the date they are expressed and not
statements of fact or recommendations or solicitation to enter into any transactions or to purchase, hold or sell any securities/
instruments or make any investment decisions and are only current as of the stated date of their issue. The rating contained in the
report is not a substitute for the skill, judgment and experience of the investor or user and they shall seek professional advice
before acting on the report in any way. CareEdge Global is not responsible for any errors and states that it has no financial liability
whatsoever to the users of the ratings of CareEdge Global. CareEdge Global does not act as a fiduciary by providing the rating.

Any unsolicited ratings are based on publicly available information and CareEdge Global undertakes no independent verification of
any information it receives and/ or relies on in its reports.

CareEdge Global does not guarantee the accuracy, completeness or adequacy of the report, and shall not have any liability for any
errors, omissions or interruptions therein, regardless of the cause, or for the results obtained from the use of any part of the report.
CareEdge Global DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING BUT NOT LIMITED TO ANY
WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. In no event shall any
CareEdge Global or its associated entities or persons be liable to any party for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees or losses (including, without limitation, lost
income or lost profits and opportunity costs) in connection with any use of any part of the report even if advised of the possibility
of such damages.

© 2026, CareEdge Global IFSC Limited, a wholly owned subsidiary of CARE Ratings Limited. All Rights Reserved.

This content is being published for the purpose of dissemination of information required as per applicable law and regulations and
CareEdge Global IFSC Limited holds exclusive copyright over the same. Any reproduction, retransmission, modification, derivative
works or use or reference to the contents, in whole, in part or in any form, is prohibited except with prior express written consent
from CareEdge Global IFSC Limited.
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