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External Cues ȸ Global Growth  :  Tepid, but cessation in US -Iran conflict to add cheer   

Source :  Bloomberg  

US growth indicators remain intact  

Crude  price forecasts cut with latest conflict de -escalation

Global GDP growth in CY26 seen lowest since COVID

Chinese growth slips, but yuan appreciates to 3 -yr high
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Recent growth downgrades 
were primarily driven by the 

energy and supply -chain 
disruptions arising from the 

US-Iran conflict. With 
hostilities now de -

escalating, a portion of 
these headwinds may 

reverse over the coming 
quarters, potentially 
improving the growth 
outlook at the margin. 

Nevertheless, CY27 growth 
expectations remain 

moderate and below long -
term averages

US growth continues to 
exhibit resilience, with GDP 
expected at ~2.2% in CY26 

and labour market 
indicators remaining 

broadly supportive. Lower 
energy prices following the 
ceasefire could provide an 

incremental boost to 
sentiment and spending, 

although the AI -led capex 
cycle remains the primary 

driver of growth 
expectations.

Oil market expectations 
have adjusted sharply 

following the ceasefire, 
with Brent forecasts for 
CY26 revised lower to 

~USD 80/bbl  from levels 
above USD 90/ bbl  

previously. Markets are 
increasingly pricing a faster 

normalisation in energy 
flows and with deliveries of 
ɀĽŜŪāƘŇţľɁɈƐƞƆƆŜŇĨƐɈȟ

Recent economic indicators 
point to a moderation in 

Chinese growth 
momentum. However, the 

CNY has appreciated 
materially, supported by 

strong trade surpluses and 
policy tolerance for 

currency strength. This 
could have meaningful 

implications for regional 
competitiveness, capital 
ĽŜŪƵƐɈāţģɈcţģŇāɁƐɈĨƺƘĨƉţāŜɈ

sector dynamics.
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US Factory Activity Picks Up to Strongest Since 2022
ISM's price gauge eased slightly but remains elevated

Yuan at strongest in more than a year against Basket FX
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External Cues ȸ Global Growth

Á From a cyclical  perspective,  the  US-Iran ceasefire  is incrementally  positive  for  global  growth,  particularly  given  that  over two -thirds  of  the  global  economy  had faced  
deteriorating  growth  expectations  owing  to  the  energy  shock . However,  meaningful  scepticism  remains  over the  āľƉĨĨŢĨţƘɁƐ durability  as it  suggests  a strategic  shift  in US 
policy  toward  Iran and the  Middle  East.

Á However,  the  longer -term  implications  could  prove  more significant . Repeated  energy  disruptions  over the  past  four  years are accelerating  the  search  for  alternative  energy  
sources  and supply  diversification,  potentially  reshaping  global  energy  markets,  trade  flows  and industrial  competitiveness . Geopolitical  realignments  also appear  to  be 
underway,  with  OPEC's influence  moderating,  newer  suppliers  entering  the  market  and China increasingly  emerging  as a stabilising  force  within  the  global  energy  ecosystem .

Á On AI, while  hyperscaler  spending  remains  strong,  concerns  around  eventual  returns  on capital  continue  to  build . AI-related  debt  issuance is expected  to  exceed  USD 500 bn in 
CY26 , with  implications  for  bond yields,  corporate  cash flows  and equity  valuations . The decline  in Big Tech buybacks  to  decade  lows  reinforces  this  concern .

OThe USD is at a 1-year high - owing to rising rate hike expectations. Strengthening USD is typically negative for global capital flows, esp. for  EMs like India.
OThe ceasefire proves temporary, resulting in renewed disruptions to energy markets, supply chains and global growth expectati ons
OSharp rise in US equity issuances recently, coupled with worries of peak optimism on the AI trade - setting up a disruptive shake out for risk markets globally.

Á Global  growth  forecasts  were  revised  lower  following  the  Middle  East conflict  and the  associated  energy  shock . However,  the  recent  US-Iran ceasefire  and the  sharp correction  
in crude  prices  could  partially  reverse  these  downgrades,  with  Persian Gulf  energy  flows  expected  to  normalise  by mid/end -qƞŜɁ26.

Á US growth  indicators  remain  resilient,  with  Factory  PMI at  a 4-year  high,  job openings  at  a 2-year high  and Big Tech AI capex  expected  to  reach  ~USD 754 bn . While  consumer  
confidence  has softened,  lower  energy  prices  could  provide  incremental  support . :ŃŇţāɁƐ recovery  has lost  momentum  after  a strong  1QCY26, although  exports ȹparticularly  
AI-linked  hardwareȹ remain  a bright  spot .

Á Corporate  earnings  expectations  remain  robust . US earnings  are forecast  to  grow  24 % in CY26  and 13% in CY27 , while  AI remains  the  key driver  (Mag-7 earnings  growth  of  
~35 % vs ~18% for  the  remaining  S&P 493 ). EM earnings  outlook  also remains  strong,  supported  by AI and semiconductor  supply  chains, with  forecast  earnings  growth  of  320 % 
for  Kospi  and 48 % for  Taiex  in CY26.

While global growth remains below trend, a cessation of the US -Iran conflict meaningfully improves the outlook at the margin. 
Lower energy prices, resilient US growth and strong earnings provide support for risk assets, although questions around 

AI returns and the evolving geopolitical order remain important medium -term monitorable.

Assessment   

Implication 

Risks

Facts  

Á Growth  expectations  for  CY26 could  improve  modestly  over the  coming  months  as lower  energy  prices  feed  through  to  business  sentiment,  consumer  spending  and broader  
economic  activity . Markets  are likely  to  increasingly  focus  on identifying  beneficiaries  of  the  evolving  energy,  manufacturing  and geopolitical  landscape,  rather  than  merely  
positioning  for  a cyclical  recovery . 

Á Lower  energy  prices  could  help  alleviate  inflation  concerns  and broaden  earnings  recovery  beyond  the  AI and semiconductor  ecosystem . Equity  market  leadership  may 
gradually  shift  back  toward  growth  and earnings  outcomes,  particularly  in the  US, with  greater  focus  on the  sustainability  of  AI investments  and their  eventual  impact  on 
productivity,  employment  and corporate  profitability .
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Local Cues ȸ Growth  : US-Iran ceasefire hopes trigger growth upgrades in India 

Source : Moneycontrol , PPAC.in, Newspapers 

India energy prices have corrected sharply

Latest moderation in HFIs** to likely reverse 

Upward revisions to GDP growth forecasts underway 

cţģŇāɁƐɈĨƺƘĨƉţāŜɈƆŪƐŇƘŇŪţɈƘŪɈŇŢƆƉŪƴĨɈŇţƘŪɈYôǑǖ

India is amongst the largest 
beneficiaries of the sharp 
correction in crude prices. 
Global Brent forecasts for 
qƞŜɁǑǕȸ{āƉɁǑǖɈŃāƴĨɈ

declined to ~USD 72/ bbl  
from ~USD 90/ bbl  earlier, 
ƵŃŇŜĨɈcţģŇāɁƐɈĝƉƞģĨɈĜāƐřĨƘɈ
has already corrected by 
ɴǕǏʁɈĽƉŪŢɈŇƘƐɈ ƆƉɁǑǕɈƆĨāřȟ

A confluence of favourable 
developments ȹ including 

lower energy prices, an 
improving INR/ BoP outlook, 

easing rate expectations 
and the imminent 

conclusion of the US trade 
negotiations ȹ is prompting 
a reversal of recent FY27 

GDP downgrades. The 
monsoon, however, remains 

the key monitorable.

RBI measures to attract 
capital flows ( FCNR(B), 
ECBs), alongside lower 

energy prices, a narrowing 
CAD and improving debt -

market inflows, are 
expected to return the 

Balance of Payments to 
surplus after two 

consecutive years of 
deficit ȹsupportive for INR 

stability into FY27.

High -frequency indicators 
suggest a moderation in 
āĝƘŇƴŇƘƻɈƘŃƉŪƞľŃɈ{āƻɁǑǕȠɈ

with softness visible in fuel 
consumption, two -wheeler 
sales, GST collections and 

employment indicators. 
However, PMI readings, 

credit growth and 
passenger vehicle sales 
remain supportive. With 

energy -related headwinds 
now easing, INR stability 
and a gradual recovery in 

activity appear likely, 
although the monsoon 

remains a key risk.
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3 4
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Local Cues ȸ Growth

Á While  RBI measures  and the  Iran ceasefire  should  provide  near-term  support  to  INR stability,  cţģŇāɁƐ medium -term  macro  resilience  will  increasingly  depend  on its  ability  to  
participate  meaningfully  in the  global  AI value chain,  attract  long -term  foreign  capital  and reduce  its  structural  dependence  on imported  energy . 

Á Agriculture  growth  could  slow  to  1ȸ1.5% in FY27  versus  ~3% in FY26  if  monsoon outcomes  remain  close  to  current  forecasts . The second -order  effects  could  be meaningful  
through  higher  food  inflation,  erosion  in rural  purchasing  power,  weaker  demand  for  tractors,  two -wheelers  and mass-market  goods  resulting  in pressure  on the  broader  MSME 
ecosystem . Lower  energy  prices  could  likely  provide  the  Government  with  additional  fiscal  flexibility  to  support  vulnerable  segments  of  the  economy  and/or  accelerate  
spending . In this  context,  a complete  and immediate  rollback  of  recent  fuel  price  hikes  appears  unlikely . 

Á Manufacturing  and services  activities  could  witness  a further  leg -up as geopolitical  stability  improves  and lower  energy  prices  reduce  input -cost  pressures . 
Á cţģŇāɁƐ growing  network  of  FTAs/PTAsȹ including  agreements  with  the  EU, UK, Australia,  UAE, Oman, New Zealand  and EFTA, alongside  the  expected  interim  arrangement  with  

the  USȹcould  provide  a meaningful  boost  to  exports  through  H2-FY27 and FY28 . (India had FTAs covering  just  11% of  the  global  economy  ȸ this  has moved to  ~60% of  global  
nominal  GDP now) . Alongside,  the  competitiveness  of  the  INR (REER at  88 .0, lowest  since  2013 ) combined  with  improving  external  balances  augurs  well  for  exports  and import  
substitution,  particularly  relative  to  a stronger  CNY. 

Á If  monsoon conditions  remain  challenging,  the  recovery  is likely  to  be uneven. Equity  market  leadership  may therefore  continue  to  favour  businesses  with : strong  pricing  power,  
domestic  resilience,  lower  input -cost  vulnerability,  stronger  balance  sheets,  meaningful  participation  in government -led  investment  programs,  and exposure  to  structural  
themes  such as AI, technology  manufacturing,  exports  (including  textiles  and specialty  chemicals),  AI/digitalisation,  defence  and energy  security/transition . The FCNR 
program  is seen as a positive  for  banks  and is expected  to  spur  credit  growth  in the  coming  quarters .

OStronger  than  expected  El Nino ȸ resulting  in widespread  water  shortages  and droughts  (e.g. RE in select  cities  already  impacted  owing  to  widespread  water  cuts)  and 
significantly  impacting  demand  conditions   

ORe-escalation  of  geopolitical  tensions  leading  to  renewed  spikes  in commodity  and energy  prices . RBI measures  failing  to  attract  the  anticipated  quantum  of  capital  flows,  
delaying  the  expected  improvement  in external  balances  and INR stability .

Á GDP growth  forecasts  for  India are likely  to  be revised  upwards  following  the  sharp correction  in crude  prices . The outlook  for  cţģŇāɁƐ external  position  has also improved  
meaningfully,  with  a modest  BoP surplus  now expected  by FY27-end and INR forecast  to  stabilise  in the  93ȸ95 /USD  range . 

Á While  select  high -frequency  indicators  moderated  in {āƻɁ26ȹparticularly  fuel  consumption  and financial  conditions ȹ the  combination  of  easing  geopolitical  tensions,  lower  
energy  prices  and the  likely  conclusion  of  the  US trade  agreement  could  help  reverse  this  weakness  in the  coming  quarters . In this  context,  important  to  note  that  the  ECLGS 
scheme has provided  significant  cushion  to  the  domestic  economy  by offering  critical  liquidity  to  MSMEs during  this  Middle  East crisis  related  disruption  ( close  to  1 L 
guarantees  have been issued in the  last  2M worth  INR 49 K cr) 

Á The monsoon season has commenced  with  rainfall  tracking  ~40% below  normal . Global  weather  models  continue  to  indicate  abnormal  dryness  through  July and August,  raising  
concerns  for  the  kharif  crop  season, particularly  as reservoir  levels  have declined  to  ~28% of  capacity .

India appears poised to resume the growth upturn that was taking shape since 4QCY26. However, monsoons have emerged now as th e key swing factor, implying 
that any recovery maybe uneven and increasingly selective across sectors and themes.

Assessment   

Implication 

Risks

Facts  
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Inflation & Interest Rates ȸ Global : Price stability is now Fed policy priority 

Á The YĨģɁƐ policy  stance  has become  increasingly  hawkish,  with  a shift  away from  any 
forward  guidance  on rates  and dot -plot  signalling . This suggests  greater  uncertainty  around  
the  future  policy  path  and potentially  higher  volatility  in bond yields .

Á Beyond  the  Fed, several  major  Central  Banksȹ including  the  ECB, BoJ (31-yr high)  and Bank 
of  Englandȹare expected  to  tighten  further  through  CY26. Across  Asia, countries  facing  
currency  and inflation  pressures  continue  to  move toward  tighter  policy  settings,  with  China 
remaining  a notable  exception .

O Inflation  proves  more persistent  than  currently  expected,  forcing  central  banks  into  a more  
aggressive  tightening  cycle . 

O Higher  policy  rates  begin  to  weigh  more meaningfully  on growth,  labour  markets  and 
corporate  profitability .

Source : Bloomberg

US inflation is at a 3 -yr high  
1

2 Markets expect US Fed to hike rates by 25 bps in ÊĨƆɁǑǕ

US inflation has 
remained above 
target for five 

consecutive years, 
setting the 

backdrop for the 
new Fed 

:ŃāŇƉŢāţɁƐɈŃāƉģɈ
lining on inflation & 
hawkish posturing 

Swap markets 
suggest 2 rate 

hikes in the next 
12M ȸ these 

expectations may 
be volatile but 
clearly signal a 
pivot in the rate 

cycle higher in the 
near term

Assessment   

Implication 

Facts  

Á The USD has strengthened  following  the  latest  FOMC meeting  and now trades  at  over a 1-
year high, creating  a less favourable  backdrop  for  EM currencies,  capital  flows  and policy  
flexibility .

Á While  markets  may welcome  the  renewed  focus  on inflation  control,  long -term  bond yields  
are likely  to  remain  elevated  as large  fiscal  deficits,  debt  issuance  requirements  and 
inflation  uncertainty  persist  across  major  economies .

Á Financial  conditions  are therefore  likely  to  remain  tighter  for  longer,  with  the  impact  
gradually  transmitting  across  currencies,  credit  markets  and broader  risk  assets .

Á Inflation -control  focused  policy  settings  could  also prove modestly  negative  for  gold  in the  
near term,  although  continued  Central  Bank demand  remains  an important  structural  
support .

Á US inflation  has accelerated  at  its  fastest  pace in three  years. While  the  recent  correction  in 
energy  prices  may provide  some relief  at  the  margin,  inflation  has now remained  above the  
YĨģɁƐ 2% target  for  five  consecutive  years , raising  questions  around  policy  credibility . 

Á New Fed Chair Kevin  Warsh  has explicitly  positioned  price  stability  as the  primary  policy  
objective,  reinforcing  expectations  of  a more restrictive  rates  environment . 

Á The global  policy  cycle  is also  turning  higher . The ECB and BoJ raised  rates  in qƞţɁ26 citing  
inflation  concerns,  while  Indonesia  has already  hiked  rates  to  arrest  currency  weakness  and 
the  Philippines  is expected  to  follow  in the  coming  months .

Inflation control has re -emerged as the dominant global policy priority and may represent a key 
inflection point as its effects increasingly transmit across currencies, bond markets and 

broader risk assets.

Risks
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Inflation & Interest Rates ȸ Local : Easing Middle East tensions pushback policy pivot 

Source : Bloomberg, Reuters

CPI rises but remains within target; Producer prices zoom to 4 -yr highs 

Rate hike expectations seem to have been deferred for now
2

Á RBI maintained  status  quo in the  qƞţɁ26 policy  while  announcing  a broad -based  package  of  
measures  to  attract  foreign  capital  flows . These were  complemented  by Government  
measures  to  improve  the  attractiveness  of  G-Secs for  foreign  investors . Collectively,  FCNR-
B, ECB and debt -flow  measures  are expected  to  attract  ~USD 70ȸ80 bn  of  inflows  between  
JunȸÊĨƆɁ26. CPI inflation  printed  at  3.93 % in {āƻɁ26  versus 3.5% in ƆƉɁ26, while  WPI 
inflation  surged  to  a 4-year high  of  ~9%, driven  primarily  by higher  energy  prices . 

Á System  liquidity  remained  volatile . While  RBI intervention  to  support  INR tightened  liquidity,  
this  was partly  offset  by month -end tax  outflows  easing . Consequently,  both  short  and long -
term  yields  softened  modestly,  aided  by lower  crude  prices .

Á Improved  liquidity  conditions  should  continue  to  support  lower  short -term  yields  in the  near 
term . Higher  FCNR(B) inflows  could  also reduce  the  need for  elevated  bank CD issuance . 
Improved  fiscal  and external -sector  dynamics,  coupled  with  stronger  foreign  participation  in 
debt  markets - aided by the  BBG bond index  inclusion,  could  help  anchor  long -term  yields,  
although  this  segment  remains  vulnerable  to  global  bond market  developments .

O A stronger -than -expected  El Niño leading  to  a sharper  rise in food  inflation . 

O Re-escalation  of  geopolitical  tensions  

O Global  bond yields  moving  materially  higher,  limiting  RBI flexibility  and exerting  upward  
pressure  on domestic  rates .

1

The immediate risk of a policy tightening cycle has receded. For now, the RBI has regained flexibility, 
although the path higher for policy rates over the next 12 -15 months remains intact for now.

Food prices ȸ 40% 
of CPI basket has 
risen by ~4.7% | 

Latest fall in 
energy prices & 
INR stability to 

moderate recent 
spike in WPI ;  El 

Nino impact to be 
monitored 

Prospects of 
improved liquidity 
conditions have 

further helped ease 
short term yields 

Assessment   

Implication 

Facts  

Risks

Á Growth  remains  the  immediate  policy  priority . Policymakers  appear  reluctant  to  undertake  a 
premature  policy  pivot,  particularly  given  the  risk  of  exacerbating  the  economic  impact  of  
the  recent  energy  shock . At  the  same time,  the  RBI remains  mindful  of  any generalization  of  
inflation  risks , especially  the  prospect  of  higher  food  inflation  if  El Niño conditions  intensify . 

Á Prior  to  the  Iran ceasefire,  markets  had priced  75ȸ100 bps  of  rate  hikes  over  the  next  12 
months .  With  INR pressures  easing  and crude  prices  correcting  sharply,  the  urgency  for  
rate  actions  have receded,  providing  greater  policy  flexibility . However,  the  path  for  policy  
rates  is higher  towards  CY27.
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Valuation & Earnings  : Earnings Resilient; Valuations Still Demanding

Source :  Internal, Newspapers, AMCs, Research Reports, X 

O A disruptive pullback in the global AI trade ȸesp. after the huge equity supply in the coming 
months in the US.

O Monsoons are way lower than expected | Middle East crisis re -escalates 

Á The 4QFY26 earnings  season concluded  on a strong  note,  with  NSE-500  PAT growth  of  
~16% and sales  growth  of  ~12%, the  strongest  performance  in over three  years. Earnings  
growth  was broad -based, led  by commodities ȹMetals  (+55 % YoY) and OMCs (+61% YoY)ȹ
while  Private  Banks/NBFCs,  IT, Autos  (ex-TAMO), Telecom  and Utilities  also contributed  
meaningfully . Healthcare,  Chemicals  and EMS remained  relatively  weak . Midcaps  were  the  
key driver  of  earnings  growth,  with  Nifty  Midcap -150 earnings  rising  ~34 % YoY, the  
strongest  in nine quarters . Nifty -100 and Smallcap -250  earnings  grew  ~12% and ~13% YoY 
respectively . Consensus expectations  currently  peg  Nifty  earnings  growth  at  ~15% for  FY27  
and ~12% for  FY28 .

Á Consensus FY27/FY28  earnings  estimates  have begun  moving  higher  over the  past  few  
weeks,  reflecting  the  improvement  in energy  prices,  INR stability  and the  broader  macro  
outlook . More  meaningful  upgrades  could  emerge  through  Julȸ ƞľɁ26 if  the  ceasefire  holds,  
monsoon outcomes  remain  manageable  and management  commentary  remains  
constructive . Markets  are likely  to  remain  increasingly  sector  and stock  specific , with  
divergence  persisting  across  sectors .

Á While  cţģŇāɁƐ macro  outlook  has improved,  equity  returns  remain  significantly  dependent  on 
earnings,  as valuations  likely  continue  to  de-rate  steadily  in line  with  normalized  earnings  
growth  and global  earnings/valuations  differentials .

Earnings resilience remains intact, but elevated valuations imply that future returns are likely to be 
increasingly earnings -led, resulting in a more selective and dispersed opportunity set.

Á Expectations  of  stronger  earnings  growth  in FY27 despite  a softer  GDP outlook  appear  
counterintuitive . However,  this  is largely  explained  by the  composition  of  the  index,  where  
several  heavyweight  sectors  remain  relatively  insulated  from  domestic  growth  conditions  
and/or  benefit  from  global  linkages . The sharp  correction  in energy  prices  and the  improving  
outlook  for  the  Middle  East could  lead  markets  to  treat  the  Q1FY27 earnings  season as a 
transitory  disruption,  particularly  if  margin  pressures  prove short -lived . Management  
commentary  on demand  trends,  however,  will  remain  a key monitorable .

Á Valuations  remain  mixed . While  Nifty  valuations  have moderated  (12M forward  PE ~19.7x), 
India continues  to  command  a steep  ~60% premium  to  EM peers, while  SMIDs remain  
meaningfully  above long -term  average  valuations .

Assessment   

Implication 

Facts  

Risks

1
India Inc. ȸ Market Cap wise Earnings Profile in FY26

Sectoral PAT Growth highly divergent in FY26  ; likely to persist into FY27

Midcaps have been 
key driver of 

broader earnings 
growth -  smallcaps 
have done well but 

have been a tad 
lower than 

expectations 

While Index level 
y/y PAT growth has  

been very muted 
between FY26 ȸ 27 
; trends have varied 
significantly across 
sectors and is likely 

to shift 
meaningfully into 

FY27  
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Allocation of Capital  : Macro tailwinds emerging but equity FII flows remain elusive

* HALO ȸ Heavy Assets, Low Obsolescence
Source : Bloomberg, Newspapers, ACE MF, IIF, Reuters

Pace of  FII Equity outflows moderate ; Debt outflows have reversed 

Pace of retail flows into MFs is slowing gradually 
2

O Strengthening USD is a monitorable risk

O Continued moderation in retail participation and SIP growth. 

O Renewed global risk aversion

Á Global  EM flows  turned  negative  in {āƻɁ26 (-USD 27 bn) following  the  sharp  rebound  in 
ƆƉɁ26 (+USD 70 bn) esp. with  AI heavy markets  including  Korea & Taiwan witnessing  

outflows,  while  US equities  continue  to  attract  record  inflows  (~USD 740 bn CY26 TD).

Á FIIs remain  structurally  underweight  India, with  anecdotal  evidence  suggesting  that  nearly  
60 % of  tracked  EM funds  (~USD 350 bn AUM)  continue  to  cite  valuation  and earnings -
growth  concerns . 

Á FII equity  outflows  persisted  in qƞţɁ26 (~USD 6bn), although  the  pace moderated  toward  
month -end. In contrast,  debt  inflows  rebounded  sharply  (~USD 2bn) following  tax  
exemptions  on FII g-sec investments  

Á Retail  equity  MF inflows  declined  ~40 % m/m  to  ~INR 23,000  crore  in {āƻɁ26, although  early  
indications  suggest  some recovery  in qƞţɁ26.

Á While  cţģŇāɁƐ macro  outlook  has improved  appreciably,  FII equity  flows  appears  unlikely  in 
the  near term . 

Á Policy  measures  aimed at  attracting  FDI flows  can be a key catalyst  to  help  improve  equity  
market  sentiment  (e.g. recent  FDI relaxation  on insurance) .

Á Sectorally , FII positioning  has remained  cautious  toward  Banks/NBFCs  and IT. Going 
forward,  hard  asset  sectors  ȸ Power, Energy,  Hospitals,  RE etc)  are likely  to  attract  greater  
interest . The ɀ_ u¤ɁȪ trade  seems to  be in play  in India and globally  too .

Á Equity  MF cash levels  declined  marginally  in {āƻɁ26, with  AMCs such as PPFAS, SBI, 
Nippon,  Bandhan and Tata increasing  equity  deployments  during  the  month

Á Equity  SIPs have largely  delivered  negative  to  low  single -digit  returns  over the  past  12ȸ18 
months,  contributing  to  SIP closure  ratios  of  95ȸ110% in recent  months  and the  slowest  pace 
of  investor  additions  since qƞţɁ23.

Á With  flow  support  moderating  and valuations  still  elevated,  earnings  delivery  is likely  to  
remain  the  key support  for  SMIDs.

1

Macros have stabilized but earnings trajectory has to  improve materially to trigger rotation of capital 
from AI -driven EM peers; Waning local MF flow support is a concern esp. for SMIDs

Debt inflows have 
recovered boosted 
by the tax respite ; 

equity outflows 
have moderated 

but a firm reversal 
in direction of flows 

is not in sight

Weak returns on 

MF folios created in 

the last 18M  ȸ esp. 

SIPs likely 

beginning to 

impact incremental 

flows into MFs 

Assessment   

Implication 

Facts  

Risks
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