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2025 – A year of geopolitical conflicts?

Source: Media articles
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V/S



4 Strictly Private and Confidential. Not for Circulation 
Market Outlook

July 2025

Expect the unexpected – Despite the war, Israeli markets at All Time Highs

Source: Charlie Bilello

MSCI Israel ETF ($EIS)
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S&P at ATH, VIX & Brent crash post Israel attack – unexpected!

Source: Charlie Bilello

Price Returns: June 23 – June 27, 2025
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Expect the unexpected – S&P was -15% YTD in April, now +6% YTD, roaring 
back!

Source: Charlie Bilello
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Expect the unexpected – The VIX witnesses one of the biggest 12-week decline!

Source: Charlie Bilello



8 Strictly Private and Confidential. Not for Circulation 
Market Outlook

July 2025

Expect the unexpected – Dollar Index continues to fall

Source: TradingView
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NATO agrees to hike defense spending – targets 3.5% of GDP by 2032

Source: Jefferies
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US’ tariffs deadline extended to August 1

Source: Media articles
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Record customs duties collected by US in May’25

Source: Charlie Bilello

Duties collected from US imports, monthly
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China is reciprocating with restrictions on rare earth exports

Source: Charlie Bilello, China’s General Customs Administration; Wind

China rare-earth magnet exports
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US Fed is not so sure about inflation staying low??

Source: Charlie Bilello

US Core PCE Inflation Rate (YoY % Change)
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2 rate cuts this year?

Source: Charlie Bilello

Stocks – All time high

National Debt – All time high

Money Supply – All time high

Home prices – All time high

CPI – Averaging 4% p.a. since 2020 

(2x Fed target)

Bitcoin – All time high

To stay or not to stay ???
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Bond markets now expect lower 50bps cut in 2025

Source: Charlie Bilello

Market Expectations for Fed Funds Rate
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Long-term US Treasury returns negative for the first time 100 years

Source: BofA Global Investment Strategy, Ibbotson, Refinitiv Datastream

Long term US Treasuries: 10-year rolling annualized returns (%)
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Main concerns on the US markets?
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S&P concentration at record highs…

Source: The Kobeissi Letter, Crescat Capital LLC, Bloomberg, Tavi Costa

Top 10 companies % of S&P 500 market cap
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S&P operating earnings growth is slowing down

Source: Charlie Bilello

S&P 500 Operating EPS Growth (Quarterly, YoY)
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Consumers are highly pessimistic about job markets

Source: The Kobeissi Letter

Consumer Anticipate Rising Unemployment and Elevated Risks of Personal Job Loss
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Along with rising pessimism among corporates

Source: The Kobeissi Letter

The Conference Board Measures of CEO ConfidenceTM
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US household net worth very sensitive to US equity markets

Source: BofA Global Investment Strategy, Haver, Federal Reserve

US households holdings of equities as % of total financial assets
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Largest US deficit since World War II

Source: BofA Global Investment Strategy, Global Financial Data, Bloomberg

Average US federal deficit as % of GDP during presidential terms since 1900
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Washington’s P&L in the next 10 years

Source: BofA Global Investment Strategy, Committee for a Responsible Federal Budget 

The “One Big Beautiful Bill” in numbers
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US National Debt to hit $40tn next year

Source: BofA Global Investment Strategy, Haver, CBO

US Public Debt Outstanding & CBO Projections
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US govt. annual interest expense close to $1Tn 

Source: BofA Global Investment Strategy, Haver 

US Treasury interest payments (net, 12m cumulative, $ bn)
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Foreigners still own 33% of US Treasury market

Source: BofA Global Investment Strategy, Federal Reserve, Haver

US Treasury Ownership Since 1945
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Are EMs gearing up for the next bull run?

Source: BofA Global Investment Strategy, GFD, Bloomberg, Bruegel, BIS

MSCI Emerging Markets ex-China index (US$-terms) EM vs US equities (relative price performance, USD)
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Geo-political risks are on the rise

Source: Motilal Oswal, Reuters
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Re-‘Gold’ization And Not De-Dollarization

Source: ECB, DSP, Data As of June 2025

Gold rising in global official reserves 

at the cost of all currencies

Central Banks official Gold reserves

holdings are rising

US attempt to use USD as tool for 

sanction has sparked a global rush for gold
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Central bankers purchase of gold in last 3 yrs = last 21 yrs

Source: World Gold Council, DSP, Data As of June 2025

Central Bank’s net gold purchases in tonnes
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Leading to a phenomenal 2025 for gold

Source: Kotak Institutional Equities, IKIGAI Research

Gold price ($/oz)
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Can silver now be the Darkhorse?

Source: DSP, Data As of June 2025 

How to Value Gold How to Value Silver
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Did you know? Nvidia has overtaken Microsoft as the world’s largest company

Source: Charlie Bilello

Nvidia Revenue (Quarterly, $Mn)
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India a bright spot in a slowing world

Source: LSEG Datastream/Fathom Consulting
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Strong performance of government capex continues in FY2026

Source: CGA, Avendus Spark Research

Govt capex surged by 39% yoy to Rs. 616bn in May’25 vs. Rs. 444bn in May’24
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Is the worst of Fiscal consolidation behind us?

Source: Jefferies

Center Fiscal Deficit (as % of GDP) Change in Central Govt. Fiscal Deficit (As % of GDP)
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Every $10/bbl decline in crude adds 0.3-0.4% to India GDP

Source: Kotak Institutional Equities, IKIGAI Research

Brent crude ($/bbl)
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Inflation trajectory expected to remain comfortable in FY2026

Source: CEIC, Kotak Institutional Equities
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Policy pivot by RBI – liquidity moves to surplus zone

Source: Jefferies, RBI

Surplus liquidity at INR 2.7Tn as of June 27, 2025
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RBI turns pro growth 

Source: RBI, PhillipCapital India Research

Repo rate cut by 100bps in CY2025 YTD along with a similar cut in cash reserve ratio (CRR)
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India-US 10Y yield spread narrows to an all-time low of ~2%

Source: TradingView
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Non-BFSI cos posted PAT growth of 20% in Q4FY25

Source: Amsec, Capitaline, Bloomberg, Ace Equity

# Cos
YoY Growth %

Revenue EBITDA Reported PAT

Nifty 500 500 6.2% NA 14.8%

BFSI 93 7.7% NA 6.9%

Non-BFSI 407 6.6% 11.9% 20.1%

Non-BFSI Exc Cement, O/G, Metal/Mining 364 10.1% 15.0% 25.8%

Commodities: Cement, O/G, Metal/Mining 43 2.5% 6.5% 8.9%
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Q4 FY25 reported results have not been as bad as feared

Source: Bloomberg, Bernstein Analysis

Earnings Beats have Exceeded Misses



47 Strictly Private and Confidential. Not for Circulation 
Market Outlook

July 2025

Earnings growth was much higher in Midcap space in FY25

Source: Bloomberg, Bernstein Analysis. Only firms with positive earnings are included in the chart.

Midcap company-wise PAT growth in FY25 (%)
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PAT / GDP nudges up to 5.1% of GDP; Loss/GDP hits cycle low

Source: Capitaline, CEIC, I-Sec research
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Top line growth remains weak despite low base…

Source: Capitaline, Nuvama Research. OMCs and fertilizers are excluded from BSE500 sample space

Top-line growth remains in single digits for eighth straight quarter…
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Margins drove past earnings...what drives profits next?

Source: Capitaline, DSP. Data as of June 2025. Current BSE Allcap companies Operating Margins 

excluding other income considered
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This time earnings have been accompanied by cash flows

Source: Capitaline, Nuvama Research;. 

Note: OMCs and fertilisers are excluded from the sample space; Note: Large caps refer to top 100 

companies in BSE500 and SMID universe refers to 101 to 500 companies in BSE500

BSE 500 Operating cashflow margins are quite elevated relative to history, even for core sectors
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Supporting overall corporate balance sheet health

Source: Bloomberg Finance L.P., Nomura research

Data includes ~300 companies out of BSE500 for which results were declared

Net debt for BSE 500 companies at decadal lows
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Nifty earnings to witness better growth in FY26 vs FY25

Source: Bloomberg, Kotak Institutional Equities

Nifty-50 YoY EPS Growth (%)
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Small and mid-cap profit trajectory expected to be faster

Source: Bloomberg, I-Sec research
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Cyclicals expected to drive earnings growth in FY26 on a low base

Source: MOSL

Sector wise performance for Nifty 50
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Above normal monsoons augur well for Agri Sector

Source: IMD, Jefferies. Period of June-Sept is considered as monsoon season

Southwest monsoon rainfall % above / (below) LPA (%)
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Rural recovery is clearly visible supported by wage growth

Source: CMIE, Nomura research

Growth in Rural Wages and Rural CPI 
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Household leverage has started to moderate; Wage growth needs to recover

Source: DSP Netra

Wage Bill Growth

Personal Loans
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Can the trade tariff be a blessing in disguise?

Source: Apple, Media articles, Jefferies

iPhone production is now ramping up
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FTA with UK done, more to follow…

Source: UK office of national statistics, Jefferies

UK imports only 6% of clothing from India
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Global markets have outperformed in CY25 YTD

Source: Bloomberg, PhillipCapital India Research 

CY25YTD performance of global equity indices in USD terms (%)
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Sharp rebound in the Indian markets in the past three months

Source: TradingView
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Nifty-50 valuations above long-term averages after recent rebound 

Source: Bloomberg, Kotak Institutional Equities
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Valuations post correction have moderated – more so in Midcap space

Source: Bloomberg, Kotak Institutional Equities

Relative valuation of Nifty Midcap 100 to Nifty 50
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Despite strong growth, FDI and FPI flows have been weak

Source: DSP
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But not just in India, in entire EM basket….

Source: DSP

FDI, net inflows (% of GDP) of emerging economies*

*
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FII flows turned positive in FY26 TD – are they sensing economic recovery?

Source: Bloomberg, Jefferies 

FPI net flow into equity
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FIIs light on India weightage

Source: Bloomberg, Jefferies
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Supply of paper has started to rise again

Source: NSE, BSE, Bloomberg, Jefferies. Jun25TD data is upto 26th June, 2025

Majority of supply coming from Promoters lately



History does not 

repeat itself but it 
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Equity Markets witness 10-20% temporary declines almost every year

Source: Ace MF, FundsIndia Research. Note: Drawdown of 2025 updated till 31-May-2025

Sensex: Year-wise Drawdown (1980 to 2025 YTD) 
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Despite yearly 10% drops, 75% of years still ended positive!

Source: Ace MF, FundsIndia Research. Note: Returns of 2025 updated till 31-May-2025.

Despite the markets having intra-year declines every year, 36 out of 45 years ended with positive returns

Sensex (1980 to 2025 YTD) – Calendar Year Returns vs Drawdown
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Longer the time frame, higher the odds of better returns

Source: Ace MF, FundsIndia Research. As on 31-May-2025. Nifty 50 TRI Inception date: 30-Jun-99

Nifty 50 TRI - % Instances of Returns > 7% since Inception

Nifty 50 TRI - % Instances of Returns > 10% since Inception
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In the long-term, Nifty is up >12x in past 20 years

Source: Ace MF, FundsIndia Research. Updated as on 31-May-2025

Nifty 50 (Since July – 1990)
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What should Investors do?

▪ Shifted from a conservative/cautious to a 

constructive stance in Feb end

▪ Would recommend to raise equity exposure 

slowly post the sharp rise:

✓ Top up allocations/SIPs

✓ Focus on staggered purchases though 

some front ending can be done now

✓ Sectors that can do well - Pharma, 

metals, chemicals, cement, private 

sector financials and NBFCs, consumer 

discretionary, auto ancillaries
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Be Ready For Volatility

NIFTY

25k 26K22K

Uncertain Global Macros

Global Liquidity Tightening

Risks to Earning Trajectory

Supply of Paper

External Shock Yield Softening

Favourable India Macros

India-Pakistan conflicts

Earnings Pickup

Events: US Tariff war, Energy Prices and Geopolitical uncertainty 

FII Flows Returning
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