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INR - Recent weakness, REER and why
IMF calls it Crawling!

When the rupee weakens, it doesn’t just move a chart - it shows up in
prices, EMIs and your investment returns. Imported goods, foreign
trips and overseas education start to feel more expensive, while
exporters, gold and global funds often get a boost. This note breaks
down, in plain English, what rupee depreciation is, why it happens, how
concepts like REER and the IMF’s “crawl-like” tag fit in, and what
history says about the rupee’s long slide.
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INR - Recent weakness, REER and why IMF calls it Crawling!

When Your Rupee Needs More to Get a Dollar

Currency depreciation is when your country's currency, like the INR, loses value against another - like the
USD - in a freely traded market. For example, if the rupee rate shifts from %75 to %82 per dollar, the rupee's
weakened - you now need more rupees to catch that same dollar for imports or travel.

From X9 to T90: Rupee's Half-Century Drop against USD

INR Depreciation against USD over last 50 years
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Big picture

The rupee has steadily lost value against the US dollar over the last 50 years, and the pace of depreciation
has not been uniform across time.

What the chart shows

The exchange rate has moved from single digits in the mid-1970s to around 90 per dollar by 2025, showing
a large, long-term weakening of the rupee.

There are phases of sharp jumps (late 80s—early 90s, around 2013, and post-2020), mixed with periods where
the rupee is relatively stable for a few years.

INR Depreciation against USD across various periods
Period | % CAGR

Last 50 Years 4.7%
Last 25 Years 2.6%
Last 10 Years 3.0%
Last 5 Years 3.9%

Source: Bloomberg, HDFC TRU, Note — Data as of 30™ Nov 2025

Rupee Feeling the Heat This Year
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So far, this financial year, the rupee has slipped by close to 5% against the US dollar, hovering above 90-

per-dollar mark (at the time of writing). In simple terms, you now need more rupees to buy the same dollar,
which makes imports like oil, electronics, and foreign travel costlier.

The main culprits behind rupee depreciation are higher trade tariffs imposed by US on India, widening
current account deficit, higher interest rates overseas pulling money out of India, our large import bill
(especially oil and electronics), and foreign investors selling their Indian investments.

REER: Is the Rupee Really Expensive or Cheap?

The Real Effective Exchange Rate (REER) is a way of checking whether the rupee is “overpriced” or
‘cheap” compared to the currencies of India’s main trading partners after adjusting for inflation differences.
Instead of looking only at USD/INR, REER takes a basket of currencies, weights them by how much India
trades with each country, and then adjusts for how fast prices are rising in India versus abroad.

Recently, RBI data show that the rupee’s REER has dropped from a record high of about 108 in late 2024
to below 100 in 2025, meaning the rupee has moved from being overvalued to slightly undervalued, which
broadly makes Indian exports more competitive while imports become relatively costlier.

Rupee REER Index — Rupee has recently moved to undervalued zone.
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Source: Bloomberg, HDFC TRU

Over the last decade, the rupee has spent around 90% of the time above the REER fair-value line of 100,
i.e., in the “overvalued” zone.

Rupee REER has dipped into the undervalued zone during the last decade only four times, including now,
and the previous three episodes were brief before the REER bounced back above 100.

The current move below 100 therefore suggests the rupee is relatively cheap by its own history, though past
patterns also show such cheap phases have not lasted very long.

Rupee on a Slow-Motion Escalator

The IMF has recently said India now follows a “crawl-like arrangement” for the rupee, which is just a fancy
way of saying the rupee is allowed to move gradually rather than being kept fixed or left completely free.
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In this setup, the exchange rate tends to stay within about 2% of a slowly moving trend for several months,
so the rupee can weaken or strengthen bit by bit instead of through sudden big jumps.

For India, this means the RBI lets market forces push the rupee gently - often with a mild depreciation bias
- while stepping in only to smooth sharp, chaotic moves, trying to balance stability for importers and
borrowers with enough flexibility to handle global shocks.

What This Means for Indians Investing Abroad

For Indians putting money overseas, a weaker rupee can be a benefit for returns because whatever you earn
in dollars, euros or pounds becomes more rupees when you bring it back home. For example, say your US
equity fund gives 8% in USD over a year, and in the same period the rupee weakens 4% against the dollar
— your rupee return is 12%, because you gain both from the US market return and from the currency
depreciation.

History shows the rupee has lost around 4-5% per year on average against the dollar over the last 50 years
and about 3—4% in recent years, so if that broad trend continues, long-term overseas investors could keep
getting an extra currency kicker on top of market returns, even though the ride can be bumpy in the short
term.
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Disclaimer

This communication is being sent by the Investment Advisory Group of HSL IA., registered under SEBI (Investment
Advisors) Regulations, 2013 under the Registration number INA000011538.

This note has been prepared exclusively for the benefit and internal use of the recipient and does not carry any right
of reproduction or disclosure. Neither this note nor any of its contents maybe used for any other purpose without the
prior written consent of HSL IA, Investment Advisory Group (HSL IA). In preparing this note, we have relied upon
and assumed, without any independent verification, accuracy and completeness of all information available in public
domain or from sources considered reliable. This note contains certain assumptions and views, which HSL IA
considers reasonable at this point in time, and which are subject to change. Computations adopted in this note are
indicative and are based on current market prices and general market sentiment. No representation or warranty is given
by HSL IA as to the achievement or reasonableness or completeness of any idea and/or assumptions. This note does
not purport to contain all the information that the recipient may require. Recipients should not construe any of the
contents herein as advice relating to business, financial, legal, taxation, or other matters and they are advised to consult
their own business, financial, legal, taxation and other experts / advisors concerning the company regarding the
appropriateness of investing in any securities or investment strategies discussed or recommended in this note and
should understand that statements regarding future prospects may not be realized. It may be noted that investments in
equity and equity-related securities involve a degree of risk and investors should not invest any funds unless they can
afford to take the risk of losing their investment. Investors are advised to undertake necessary due diligence before
making an investment decision. For making an investment decision, investors must rely on their own examination of
the Company including the risks involved. Investors should note that income from investment in such securities, if
any, may fluctuate and that each security’s price or value may rise or fall. Accordingly, investors may receive back
less than originally invested. Neither HSL IA nor any of its employees shall be liable for any direct, indirect, special,
incidental, consequential, punitive, or exemplary damages, including lost profits arising in any way from the
information contained in this material. This note does not constitute an offer for sale, or an invitation to subscribe for,
or purchase equity shares or other assets or securities of the company and the information contained herein shall not
form the basis of any contract. It is also not meant to be or to constitute any offer for any transaction. HSL 1A and its
affiliates, officers, directors, key managerial persons and employees, including persons involved in the preparation or
issuance of this material may from time to time, have long or short positions in, and buy or sell the securities thereof,
of company (ies) mentioned herein. HSL A may at any time solicit or provide commercial banking, credit, advisory
or other services to the issuer of any security referred to herein. Accordingly, information may be available to HSL
IA, which is not reflected in this material, and HSL TA may have acted upon or used the information prior to, or
immediately following its publication.

HSL TA neither guarantees nor makes any representations or warranties, express or implied, with respect to the
fairness, correctness, accuracy, adequacy, reasonableness, viability for any particular purpose or completeness of the
information and opinions. Further, HSL IA disclaims all liability in relation to use of data or information used in this
report which is sourced from third parties.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with
the HSL IA team and all its activities are segregated from HSL IA activities. The proprietary desk operates

independently, potentially leading to investment decisions that may deviate from research views.

HDFC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station,
Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400
HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549;
PFRDA Reg. No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.:
INH000002475; SEBI Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Investment in securities market is subject to market risks. Read all the related documents carefully before investing.

HDEFC Tru is the Investment Advisory arm of HDFC Securities Ltd; SEBI Registration No: INA000011538. Website: www.hdfc-
tru.com, Email: tru@hdfcsec.com, Phone: +91 9930203944
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Mutual Fund Investments are subject to market risk. Please read the offer and scheme related documents carefully
before investing.

Registration granted by SEBI, membership of BASL (in case of [As) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.

This information is for educational/information purposes only.
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