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External Cues ȸ Global Growth:  Back to March - Navigating  Wars, Tech Spends & Tariffs

Source :  Bloomberg, IMF (Top 4 AI hardware exporters are Korea, Malaysia, Taiwan Province of China, and Thailand), Reuters  

AI spends & resilient consumer demand underpin US growth

US-Iran war escalates ; trade tensions return

Higher AI capex cushions impact of geopolitical tensions

...even as rising AI capex pressures free cash flows

1 2

3 4

Global growth has 
remained more resilient 
than feared. While the 

CY26 global GDP forecast 
remains broadly unchanged 

at ~3%, this masks 
increasing regional 

divergence. Economies 
integrated into the AI 

ecosystem continue to see 
upgrades, while non -AI and 

energy -importing 
economies face a growing 

drag.

AI investment is 
fundamentally reshaping 

technology business 
models and valuations. 

However, recent quarterly 
results have also 

highlighted rising AI -
related cash burn, while 

attempts to monetise  
surplus compute amid rapid 

progress in lower -cost 
Chinese LLMs have raised 

questions around the 
sustainability of future cash 

flows.

US GDP growth seen @ 
~2.5%, supported by 

healthy consumer 
spending, aided by higher 
tax refunds despite higher 

energy costs. Looking 
ahead, AI-led capital 

expenditure is expected to 
remain the principal driver 
of growth, even as energy 
prices and mixed labour  

market conditions remain a 
worry

Brent crude has rebounded 
nearly 40% from its June 
lows as the Middle East 
ceasefire proved short -

lived. That said, 6M Brent 
futures prices continue to 
trade in the USD 80 - 85/ 
bbl  range. Asides, US  has 
announced fresh tariffs of 
10ȸ12.5% on 80 countries 
from July 2026 through an 

alternative legal route after 
the US Supreme Court 
struck down the earlier 

tariff framework. 
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External Cues ȸ Global Growth

The balance of global macro risks is becoming increasingly delicately  poised. Through H2CY26 , the focus is likely to shift towards broadening growth impulses, 
evidence of AI monetisation, energy prices and geo -political developments.

Á Global  macro  resilience  is being  supported  by  three  pillars ȹAI-led  capex,  resilient  US demand  and strong  corporate  earningsȹwhich  continue  to  offset  the  drag  from  
geopolitical  tensions,  tariffs  and higher  bond yields . However,  this  resilience  is becoming  increasingly  narrow  and vulnerable  to  any disappointment  in the  AI investment  cycle .

Á The re-escalation  of  conflict  in the  Gulf,  coupled  with  renewed  tensions  across  alternative  shipping  routes,  has not  only  pushed  crude  oil  prices  higher  but  also revived  
concerns  of  a prolonged,  low -intensity  regional  conflict  (similar  to  RussiaȸUkraine), with  significant  implications  for  energy  prices  and global  growth,  particularly  in Europe and 
Asia. Expectations  of  an early  resolution  continue  to  fade,  while  anecdotal  evidence  suggests  that  higher  energy  costs  have largely  offset  the  benefits  of  recent  US tax  
refunds,  potentially  increasing  political  risks  for  the  ruling  Republican  Party  ahead of  the  November  2026  mid-term  elections .

Á The latest  round  of  US tariffs  has been  broadly  in line  with  expectations  and is expected  to  raise the  average  effective  US tariff  rate  by ~10 bps to  10.7%. While  the  immediate  
macroeconomic  impact  is likely  to  be limited,  it  reintroduces  tariff -related  policy  uncertainty  after  a 3-month  hiatus  potentially  weighing  on corporate  sentiment,  capital  
expenditure  and global  trade .

Assessment   

ODXY near a one -year high , alongside elevated global bond yields, remains a clear headwind for EMs, including India. 
OFurther escalation in the US ȸIran conflict could drive crude back to USD 110ȸ120/bbl. 
OSlowdown in AI capex could significantly slow US growth & further slow Chinese growth that has been significantly led by AI -exports 

Risks

Á Global  growth  remains  resilient , with  CY26 GDP expected  at  ~3%. AI-led  investment,  business  confidence  and wealth  effects  have largely  cushioned  the  impact  of  higher  
energy  prices . However,  growth  is expected  to  moderate  into  H2CY26 as elevated  energy  costs  and a softer  US labour  market  weigh  on consumption .

Á China's  growth  slowed  to  4.3% in Q2CY26 , the  weakest  in three  years, but  the  economy  remains  sharply  bifurcated . AI-led  exports  (25%) and industrial  production  (5%) 
remain  robust,  while  domestic  consumption  and housing  continue  to  weaken . China's expanding  trade  surplus  (USD 125bn in Jun'26) also has important  implications  for  the  
CNY and global  trade  flows .

Á Strong  Corporate  earnings . S&P 500  earnings  are expected  to  grow  ~26% in Q2CY26, with  growth  broadening  beyond  the  hyperscalers  as S&P 493  companies  are expected  
to  deliver  ~22% earnings  growth  & despite  rising  scrutiny  around  AI returns . European and Japanese companies  are expected  to  report  ~12% earnings  growth,  while  Emerging  
Marketsȹ led  by Korea and Taiwanȹare expected  to  deliver  ~60% y/y  growth  in Q2.

Facts  

Implication 

Á Global  growth  is likely  to  mildly  moderate  through  H2CY26 , as geopolitical  tensions  and tariffs  offset  part  of  the  AI-led  tailwind . Much  of  the  optimism  around  AI now 
appears  embedded  in market  expectations . But  no recession  risks  seen. With  the  recent  ceasefire  proving  short -lived,  energy  prices  are likely  to  remain  elevated  and range -
bound  in the  near term,  even if  there  are intermittent  geopolitical  de-escalations .

Á The AI-capex  trade  is likely  to  face  increasing  scrutiny  as materially  cheaper  frontier  AI modelsȹparticularly  from  Chinaȹ reshape  the  economics  of  AI. For example,  on a like -
for -like  basis, Kimi K3's per-task  cost  is estimated  at  roughly  50 % of  Anthropic's  Claude, shifting  investor  focus  from  the  scale  of  AI investment  towards  monetisation,  capital  
efficiency  and sustainable  returns  on AI capex . The AI trade  appears  to  be undergoing  a regime  shift  - Markets  are increasingly  penalising  companies  announcing  higher  AI 
capex,  reflecting  a shift  in focus  from  AI investment  to  AI monetisation,  capital  discipline  and return  on invested  capital
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Local Cues ȸ Growth: Higher crude prices weigh but medium term outlook improves 

Source : Moneycontrol , PPAC.in, HSBC, Bloomberg, 

Crude rebounds; INR comes under renewed pressure

Energy price volatility impacting FY27  GDP growth 

Domestic demand softens; exports support manufacturing

Weak monsoon start; rainfall outlook improving

1 2

3 4

The recovery witnessed in 
qƞţɁǑǕɈŃāƐɈĝŪŪŜĨģɈƵŇƘŃɈƘŃĨɈ

recent spike in crude prices 
weighing on urban 

discretionary demand, 
leading to moderation in 

services activity. 
Manufacturing has 
remained relatively 

resilient, supported by an 
improvement in export 

orders.

Although India continues to 
face a monsoon deficit as 
of end -Jul'26, the recent 
formation of an extensive 
rain band (approximately 

10,000 km across the 
Himalayas, China and South 
Korea) points to one of the 

strongest phases of the 
CY26 southwest monsoon, 

improving the prospects for 
seasonal rainfall following 
a weak and uneven start.

The recent spike in global 
crude prices has reversed 

the temporary relief 
witnessed in Jun'26, 

increasing India's import 
bill and exerting renewed 
pressure on the INR. The 

threshold for India's macro 
stability continues to 

remain around an average 
crude price of ~USD 85/ bbl , 

even as long term (into 
CY27) crude price 

expectations remain at USD 
80 ȸ 85 / bbl. 

Consensus expectations 
continue to point towards 

mildly lower real GDP 
growth in FY27 by 

approximately 100 ȸ125 bps 
versus FY26 ȸ largely 
attributable to high & 
volatile crude prices. 

 Nominal GDP growth, 
however, is likely to be 

better (~10.5 ȸ 11%), 
supported by relatively 

higher inflation ȸ boding 
well for corporate earnings
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Local Cues ȸ Growth

Á The sharp  recovery  in economic  momentum  witnessed  in qƞţɁ26  moderated  in qƞŜɁ26  as energy  prices  spiked  weighing  on the  INR and broader  business  sentiment  as reflected  in flash  
PMI data . However,  auto  retail  sales for  qƞŜƻɁ26 rose ~29% y/y,  bank credit  growth  rose by a whopping  18% - largely  driven  by corporate  credit  (signalling  a revival  in  pvt . Capex) , 
exports  rose (particularly  capital  goods  exports),  power  demand  remained  robust  etc . offering  confidence  that  a broader  cyclical  turn  is likely  underway  despite  some hiccups

Á Uneven monsoon conditions  affected  Kharif  sowing,  with  area coverage  still  ~6ȸ8% below  year-ago levels . Importantly,  sowing  of  key food  crops  such as pulses  remains  ~16% lower , 
with  potential  implications  for  procurement  and imports  of  these  items  during  the  year. 

Á The Government  has undertaken  a mega  import -substitution  programme  aimed at  reducing  external  vulnerabilities  and strengthening  domestic  supply  chains  by targeting  USD 190bn 
of  imports  across  1,272  products  spanning  chemicals,  electronics  and machinery . The initiative,  headed  by former  RBI Governor  Shaktikanta  Das, also includes  an additional  USD 
20 bn allocation  towards  semiconductor  manufacturing , alongside  incentives  to  promote  domestic  fertiliser  production .

India's near -term growth headwinds remain predominantly external ȹdriven by geopolitics, higher crude prices and climate disrupti onsȹbut they are being amplified by 
persistent structural vulnerabilities. Recent instances of social unrest further underscore the urgency of accelerating refor ms across key sectors (education, judiciary etc.) The 
next 2 quarters present a critical policy window to address these challenges; without sustained reforms, the current cyclical  recovery risks fading beyond the next 2 ȸ3 quarters 

Á While  elevated  crude  prices  are likely  to  remain  a near-term  headwind,  domestic  economic  momentum  is expected  to  improve  into  2HFY27 , supported  by festive  demand,  relatively  
stable  domestic  financial  conditions  and hopefully  better  than  feared  monsoon outcomes . The accelerated  pursuit  of  FTAs with  major  global  economies  is expected  to  strengthen  
India's  long -term  competitiveness . In this  context,  India has already  been placed  in the  lower  US tariff  slab  of  10% versus  12.5% for  China , while  the  much-awaited  IndiaȸUS trade  
agreement  is widely  expected  to  be concluded  over the  next  3ȸ4 months . 

Á On the  external  front,  RBI measures  to  encourage  USD inflows  through  FCNR-B and ECB have already  resulted  in inflows  of  approximately  USD 40 bn+* - higher  than  the  total  
collections  in 2013 setting  up the  stage  for  a fairly  meaningful  bounty  @ USD 70  ȸ 80  bn by ÊĨƆɁ26 . That  said, medium -term  concerns  around  INR depreciation  remain  relevant  as the  
USD continues  to  strengthen . Interestingly,  RBI appears  to  have utilised  a large  part  of  these  inflows  to  reduce  its  short  USD positions  rather  than  materially  augment  forex  reserves,  
that  have remained  largely  steady  during  this  period .

Assessment   

Á Pressure  on operating  margins  is likely  to  become  more evident  through  2HFY27  as raw material  cost  pressures  continue  to  persist . This is already  visible  in the  pace of  output  price  
increases  during  Jul'26ȹ the  strongest  in three  monthsȹdriven  primarily  by higher  raw material  and wage costs . Although  the  INR REER has recovered  modestly  from  the  decadal  lows  
recorded  in May' 26, it  is expected  to  remain  close  to  these  levels . Together  with  targeted  policy  support  and improving  competitiveness  relative  to  China, this  should  remain  supportive  
for  exports . For instance,  India has emerged  as the  world's  fourth -largest  toy  exporter , compared  with  being  a net  importer  until  2021. 

Á The key drivers  of  medium -term  growth  are likely  to  emerge  from  relatively  smaller  but  strategically  important  sectors,  including  technology  manufacturing,  the  datacentre  and AI 
ecosystem,  exports  (particularly  textiles  and speciality  chemicals),  defence,  aerospace,  and energy  security/transition . In the  near term,  an improving  monsoon outlook  relative  to  
earlier  concerns  around  a significant  El Niño could  also support  rural  demand  conditions  during  FY27. While  the  AI trade  may be abating  at  the  margin  globally,  this  may not  necessarily  
translate  into  a constructive  outlook  for  India that  remains  contingent  on a structural  revival  earnings  cycle . 

Implication 

OCrude prices  remain  elevated  through  the  rest  of  FY27 (>USD 90ȸ100/bbl ). 
O The recent  improvement  in monsoon activity  loses  momentum .
O Further  appreciation  in the  US Dollar
OSetbacks  in the  proposed  IndiaȸUS trade  agreement .

Risks

Facts  

Source : Moneycontrol  | Bloomberg
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Inflation & Interest Rates ȸ Global: War Delays Policy Pivot; Bond Markets Reprice Higher

Source : Bloomberg

US Fed rate hikes are coming in the next 2 quarters 
1

2 Global Bond Yields Are Surging to GFC highs

Á While  weaker  crude  prices  could  soften  headline  inflation,  sticky  core  inflation  and 
AI-led  demand  for  chips,  software  and technology  continue  to  sustain  underlying  
price  pressures .

Á It  appears  that  the  new Fed Chair  is allowing  bond  markets  lead  policy  actionȸ 
this  eventually  could  force  the  Fed to  react  (i.e. hike rates)  but  it  does not  bode well  
for  the  US YĨģɁƐ inflation  fighting  credibility  and is potentially  negative  for  the  
USD. 

Á Major  central  banks  are converging  towards  a common  inflation -control  stance . 
Several  EM central  banks  that  have been hitherto  been hiking  ratesȹ including  
South  Africa  and Indonesia  seemed to  have temporarily  paused their  tightening  
cycles  amidst  heightened  geopolitical  risks

Assessment   

Implication 
Á Sharp rise in bond yields  & flow  reversal  is a threat  to  EM assets  including  India 
Á Restrictive  monetary  policy  is a near-term  headwind  for  gold,  although  continued  

central  bank  buying  remains  a key structural  support . Mid -2026  gold  forecasts  
have been revised  lower  by GS($4,900 ), HSBC ($4,560 ) and J.P. Morgan  ($4,500 ).

Facts  

Á  US CPI inflation  fell  in qƞţɁ26 for  the  first  time  post  COVID ȸ driven  the  sharp fall  in 
crude  prices  which  has subsequently  reversed  ȸ core  inflation  remained  
unchanged  suggesting  that  underlying  price  pressures  continue  to  persist . 

Á While  the  Fed Chair had earlier  indicated  zero tolerance  for  above target  inflation,  
the  absence  of  credible  follow  through  actions  have resulted  in US treasury  yields  
surging  to  20-yr highs . For now, markets  expect  1 - 2 hikes  by the  Fed in CY26. 

Á The ECB remained  on hold  in Jul'26 amid geopolitical  uncertainty  but  is expected  
to  resume  tightening  in Sep'26, while  the  BoJ is expected  to  continue  gradual  
policy  normalisation  into  Dec'26.

Global central banks are prioritising inflation control over growth. While the pace of tightening may vary, 
persistent inflation and geopolitical risks have materially raised the bar for policy easing, reinforcing a 

prolonged period of restrictive global financial conditions.

ODisorderly  rise in global  bond yields  (30 -year UST now above 5.2%). 
O Inflation  remains  stickier  than  expected,  forcing  additional  policy  tightening . 
ODeeper cracks  emerge  in the  AI-led  investment  cycle,  particularly  in private  credit .

Risks

Markets expect US 

Fed to hike rates 

into 2H-CY26.  but 

are increasingly 

worried about their 

ability to curtain 

inflation within the 

2% target 

Higher energy 
prices, tighter 

monetary policy 
rising global debt 

levels and 
dwindling 

monetary policy 
credibility are 

driving a broad -
based repricing of 
global bond yields 
across the curve ȸ 

esp. over the 
longer end 
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RBI expected to hike rates in Q3FY27  

Inflation & Interest Rates ȸ Local: War keep policy rates on pause, but bond yields harden

Source : Bloomberg, Reuters

Headline retail inflation exceeds the 4% policy target 

2

1

Á Short -term  yields  may be supported  by expected  FCNR(B) and ECB inflows,  while  
long -term  bond yields  stay  vulnerable  to  higher  crude  and global  yield  movements .

Á Although  the  RBI is likely  to  remain  on hold  in ƞľɁ26, the  rate  trajectory  into  
2HFY27  appears  biased  upwards  & remain  heavily  dependent  on crude  prices .

Implication 

Á Retail  CPI inflation  accelerated  to  4.4% in Jun'26  from  3.9% in May' 26 , driven  by a 
sharp rise in food  prices  and the  pass-through  of  higher  fuel  prices . Banking  
system  liquidity  tightened  towards  end-Jul'26, reflecting  strong  credit  growth,  RBI 
forex  intervention  and elevated  Government  cash balances . Short -term  T-bill  
yields  rose 10ȸ20  bps , while  CD yields  remained  stable,  supported  by expectations  
of  sustained  FCNR(B) and ECB inflows  over the  next  two  months .

Facts  

OFCNR(B) and ECB inflows  fall  short  of  expectations   

OA sharp rise in global  bond yields,  the  US Dollar  or crude  prices  reduces  RBI policy  
flexibility  and exerts  upward  pressure  on domestic  rates . 

OA stronger -than -expected  El Niño triggers  a sharper  increase  in food  inflation .

Risks

Assessment   

Á If  crude  prices  remain  elevated  (above  USD 100/bbl ), further  retail  inflation  
pressures  are likely . While  FY27 average  inflation  is currently  projected  at  5.0ȸ
5.2%, upside  risks  remain,  particularly  from  the  monsoon and food  prices . 

Á Although  the  RBI Governor  has indicated  that  rate  hikes  would  be considered  only  
if  price  pressures  broaden,  markets  are pricing  at  least  50  bps  of  hikes beginning  
Oct' 26 . For now, a policy  pause in Aug' 26 appears  the  most  likely  outcome . 

Á Long-term  bond yields  have risen  ~10 bps , reflecting  expectations  of  higher  
inflation  following  the  crude  price  spike  & the  move higher  in global  bond yields . 
Nevertheless,  FII inflows  into  Indian bonds  remained  positive  at  USD 700  M in 
Jul'26, albeit  lower  than  Jun'26.

Food prices, which 
account for nearly 

half of the CPI 
basket, rose ~5.3% 
in Jun'26 and were 
the primary driver 

of the latest 
inflation spike.

While markets do 
not expect any 
policy action in 

Aug'26, an Oct'26 
rate hike is 

increasingly being 
priced in

The current policy pause appears tactical - Inflation risks and the global rates backdrop continue to tilt 
the RBI's policy bias towards higher rates into CY27.
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Valuation & Earnings: Valuation support remains limited; earnings must now deliver 

Source :  Internal, Newspapers, AMCs, X 

Á While  top -line  growth  across  sectors  is expected  to  remain  healthy  in 1HFY27 , 
sustaining  revenue  momentum  into  2HFY27  will  be critical  as the  benefits  of  FY26 
tax  cuts  fade . Incremental  earnings  growth  is increasingly  expected  to  come from  
sectors  with  relatively  lower  representation  in benchmark  indicesȹparticularly  
mid - and small -cap companies ȹwith  important  implications  for  portfolio  
positioning . 

Á Post the  40 % underperformance  vs MSCI  EM (Sep' 24ȸJul'26 ), India's  valuation  
premium  has compressed  to  ~20 %, well  below  its  long -term  average  of  ~70 %.

Assessment   

Á Consensus expects  Q1FY27  EPS growth  of  ~10% y/y  versus ~15% for  FY27 , 
implying  demanding  earnings  growth  for  the  balance  of  the  year (>20 %) and 
therefore  an elevated  risk  of  EPS downgrades . 

Á However,  a renewed  ceasefire,  easing  crude  prices  and a better -than -expected  
monsoon could  support  selective  earnings  upgrades . Markets  will  remain  sector - 
and stock -specific , with  performance  driven  more by earnings  delivery  than  broad  
macro  developments .

Implication 

Á Small -caps  expected  to  deliver  the  strongest  PAT growth  in Q1FY27 , supported  
by a favourable  base and led  by financials . Mid -caps  are likely  to  remain  relatively  
subdued  as OMC losses offset  the  benefits  of  higher  crude  prices . 

Á The early  Q1FY27  earnings  season (156 companies ) has been encouraging,  with  
net  profit  up 19% YoY and revenues  up ~18% YoY, led  by cyclical  sectors  including  
banks,  Reliance  and metals . 

Á Sectorally , Telecom,  Metals,  NBFCs,  Banks  are expected  to  lead  earnings  growth,  
while  O&G, Autos,  Healthcare  and Cement  remain  areas of  weakness .

Facts  

OQ1FY27 management commentary fails to reinforce confidence in the expected 
FY27 earnings recovery. 

OWeak monsoons and sustained higher crude prices further pressure earnings and 
margins.

Risks

1
Consensus* earnings growth expectations for Nifty @ 15% - at risk ?

Divergence in Earnings Outcomes 
2

Earnings growth 
expectations for 

Nifty in FY27  
currently remain 
robust ȸ albeit 

some minor cuts  
owing to elevated 

energy prices 

Domestic -facing 
sectors are 

expected to remain 
the key earnings 
drivers. Within 
exporters, IT 

remains relatively 
better placed due 

to INR depreciation, 
while OMCs 

continue to be the 
principal drag 

within 
commodities.

The valuation reset has improved but not eliminated valuation risk. Sustaining earnings growth into 
2HFY27 will be essential, with incremental earnings increasingly expected from under -owned sectors 

and mid -/small -cap pockets rather than index heavyweights.
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Nifty 50

Nifty Small cap 250

Nifty Midcap 150

Large -cap valuations are near their -1SD forward P/E levels, offering relatively attractive valuations. Midcaps are trading arou nd their 5 -year 
average, whereas Smallcaps  continue to trade near the +1SD valuation band, warranting caution.

Decoding Valuations

Source: Bloomberg, Spark PWM
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Nifty 500

Large Caps:  Large -cap valuations (Nifty 

50) are trading near their -1SD forward 

P/E levels, offering relatively attractive 

valuations.

SMID Caps: Mid-cap valuations are 

around their 5-year average , while small -

caps continue to trade near the +1SD 

valuation band , warranting a selective 

approach.

While the near -term environment remains 

challenging amid ongoing uncertainty 

arising from the West Asia crisis, such 

periods of volatility often create attractive 

opportunities to accumulate high -quality 

businesses at reasonable valuations. 

We believe companies with strong 

fundamentals, resilient balance sheets 

and sustainable long -term growth drivers 

remain well positioned to compound value 

over the medium to long term despite 

short -term market disruptions.
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NSEMD150 Index > PE Ratio [1GBF Est]
Deviation 1 - Adjusted Price / Estimated Earnings (NSEMD 150 Index)
Average Adjusted Price/Estimated Earnings (NSEMD 150)
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NSES250 Index > PE Ratio [1GBF Est]
Deviation 1 - Adjusted Price / Estimated Earnings (NSES 250 Index)
Average Adjusted Price/Estimated Earnings (NSES 250)
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 NSE500 Index > PE Ratio [1GBF Est]
Deviation 1 - Adjusted Price / Estimated Earnings (NSE500 Index)
Average Adjusted Price/Estimated Earnings (NSE500)
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Allocation of Capital: Domestic liquidity remains the anchor as FII sentiment stabilises  

*Source : Bloomberg, Newspapers, ACE MF, IIF, Reuters

FII Equity Flows Turn Marginally Positive; Debt Inflows Moderate

Domestic Equity Flows Rebound; SIP Momentum Remains Resilient
2

1

Á Several  prominent  global  institutions ȹ including  HSBC, Jefferies  and Goldman  
Sachsȹhave turned  Neutral  on India (from  Underweight  earlier),  supported  by the  
revival  in private  capex,  improving  earnings  expectations  and a healthy  IPO pipeline . 
However,  this  appears  to  be a tactical  upgrade,  partly  reflecting  concerns  around  the  
sustainability  of  the  AI trade  globally  and seems hinged  on India's  role  as an effective  
"AI  hedge .Ⱦ

Á Sectorally , FIIs have favoured  Consumer  Services  & Durables,  Healthcare,  Realty,  
Renewables,  Industrial  Manufacturing  and Select  Financials , while  Autos,  FMCG and 
Telecom  have continued  to  witness  outflows .

Á Equity  cash balances  across  major  AMCs declined  to  a 1.5-yr  low  in Jun'26 , reflecting  
higher  deployment  by large  managers  including  SBI, HDFC, PPFAS, Kotak  and DSP.

Assessment   

Á Equity  SIP stoppage  ratios  declined  to  91% in Jun'26  from  101% in Mar' 26 , alongside  an 
increase  in active  SIP accounts . Counter -intuitively,  this  also highlights  the  extent  to  
which  recent  return  outcomes  are influencing  incremental  retail  investments,  
particularly  as the  SMID  index  has recovered  ~10% from  its  Mar' 26  lows .

Implication 

Á FII flows  into  EMs remained  negative  in Jun'26 (-USD 18bn), albeit  improving  from  -USD 
25 bn in May' 26 . Anecdotal  evidence  suggests  equity  flows  into  EMs turned  modestly  
positive  in Jul'26 . FII outflows  from  Korea and Taiwan remain  persistent  and there  are 
signs  of  roatational  trade  into  ASEAN. Flows  into  India-dedicated  funds  have also 
stabilised,  although  they  remain  modest  and largely  confined  to  India ETFs. Notably,  
US-focused  equity  funds  recorded  three  consecutive  weeks  of  redemptions  in Jul'26, 
indicating  some loss of  momentum  following  the  SpaceX listing . 

Á Domestic  MF inflows  recovered  after  the  sharp  correction  in May' 26, led  by SMID  
funds , which  now account  for  ~40 % of  monthly  equity  inflows .

Facts  

OA strong resurgence in the global AI trade or weaker -than -expected earnings could 
reverse the nascent recovery in FII flows. 

OA disruptive global risk -off episode could once again weigh on flows into India 
Risks

Debt inflows have 

moderated versus 

Jun'26, while equity 

flows have turned 

modestly positive 

after four 

consecutive 

months of net 

outflows

Headline equity 

inflows recovered 

in Jun'26, with 

monthly SIP 

contributions rising 
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Domestic flows continue to underpin the market, while FII flows are turning cautiously positive. Whether 
this marks a durable allocation shift will depend on meaningful and sustained earnings delivery
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FIIs were net buyers over the last fortnight, with strong inflows into Consumer Services, Metals & Mining and Healthcare, whi le Automobile & 
Auto Components, Capital Goods and Telecommunication witnessed the largest outflows.

Where the Money Is Moving: Sector -Wise FII Trends

Source: Bloomberg, NSDL, Securities & Exchange Board of India, Spark PWM
BSE has classified around 4800 number of issuers into 22 sectors. NSDL has decided to rely on the BSE classification. Any FPI  investment outside those 4800 issuers, is classified under 'Others'.

Breakdown of Fortnightly FII Flows to Indian Equities by Sectors (INR Crs)

SECTOR / DATE 31-Jan 15-Feb 15-Mar 31-Mar 15-Apr 30 -Apr 15-May 31-May 15-Jun 30 -Jun 15-Jul

Automobile and Auto Components (3,094) 511 (4,807) (7,691) (3,704) (1,775) (357) (2,175) (9,044) (1,324) (6,936)

Capital Goods 2,435 8,032 3,897 (749) (328) 4,667 2,645 154 (2,586) (1,442) (2,657)

Chemicals 71 642 225 (457) (266) (121) (700) 90 (773) (514) (114)

Construction (1,077) 1,745 (2,975) (6,179) (1,273) 2,199 (991) (220) (603) 3,484 403 

Construction Materials (376) 378 (1,492) (1,652) (601) (670) (1,207) (434) (2,426) (650) 1,574 

Consumer Durables (1,372) (434) (1,727) (1,175) (361) 441 (1,162) (287) (634) 2,564 2,384 

Consumer Services (3,561) 1,066 531 (2,672) (5,336) (2,434) (365) (1,630) (1,852) 3,081 7,361 

Diversified 5 (2) -   (21) 5 3 33 (14) (13) 7 29 

Fast Moving Consumer Goods (1,369) (1,182) (2,403) (3,016) (2,976) (229) (1,625) (1,936) (5,063) (474) (1,106)

Financial Services (5,402) 6,175 (31,831) (28,824) (19,152) (11,704) (17,960) (5,181) (11,263) 14,634 1,975 

Forest Materials 12 30 (4) (13) (19) 73 (41) 1 (12) (12) (11)

Healthcare (5,113) (1,051) (2,436) (2,202) (4,481) (2,445) (418) 601 (4,501) 1,435 4,101 

Information Technology 240 (10,956) (1,263) (611) (1,325) (2,887) (1,643) (268) (6,733) (733) 60 

Media, Entertainment & Publication (55) 134 (57) 40 (59) (149) (12) (110) (232) (127) (289)

Metals & Mining 8,837 3,279 876 (4,041) (1,198) 2,416 1,698 4,999 (4,722) (4,371) 5,993 

Oil, Gas & Consumable Fuels (391) 4,678 (2,932) (1,197) (3,352) (3,351) (6,885) (2,093) (10,488) (2,789) 258 

Power (1,527) 3,272 602 (832) 601 4,956 (1,157) 476 (2,577) (3,743) (1,267)

Realty (1,956) 786 (2,133) (2,560) (1,917) (206) (430) 30 (1,093) 1,893 2,072 

Services (384) 1,286 (1,275) (1,300) (591) (362) 7,019 185 302 2,592 2,405 

Telecommunication (3,280) (106) (3,856) (1,747) (2,492) (1,908) (2,542) 2,127 373 (720) (2,454)

Textiles (99) (67) (177) (142) (50) (48) (112) 39 (146) 241 248 

Utilities 24 (14) (14) 3 4 (12) (28) (19) 7 216 119 

Others 726 1,647 620 1,788 918 894 (683) (212) 657 658 1,441 

Total (16,707) 19,849 (52,632) (65,250) (47,951) (12,651) (26,923) (5,873) (63,422) 13,904 15,588 




























