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Expect the Unexpected: All asset classes in Green YTD!

Source: Charlie Bilello
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Era of globalization over…biggest rise in US tariff rate on record

Source: BofA Global Investment Strategy, US International Trade Commission. Haver

US duties collection, % of total imports Annualized custom duties receipts ($ bn)
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US’s protectionism is pushing others together

Source: Media articles



6 Strictly Private and Confidential. Not for Circulation 
Market Outlook

October 2025

215

0

41

0

10

124

114

113

113

159

160

160

235

150

131

150

169

179

A new announcement every day!

Source: Media articles
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Since Apr’25 large part of tariffs have been absorbed by importers – 
we believe final tariffs will be borne by US consumer

Source: Goldman Sachs Global Investment Research

Division of Tariff Costs as of June

Tariff Costs Divided by October after Four Months of

Announced Tariffs
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Q2 GDP growth was supported by tariff impact on imports

Source: Charlie Bilello

US Real GDP growth (quarterly, annualized)
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While inflation is trending upwards

Source: Charlie Bilello

US Core PCE Inflation Rate (YoY %)
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US is facing multiple macro challenges

Source: BofA Global Investment Strategy, Bloomberg, Haver

Fall in US job openings = Big Fed easing Falling US construction spending = Recession signal
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Consumer sentiment at historic lows

Source: Charlie Bilello
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Further 60bps of rate cuts expected in 2025

Source: Charlie Bilello. Investopedia, BofA Global Investment Strategy, Ibbotson, Refinitiv Datastream

Data via Fed Funds Futures, Sep 2025 – Jan 2027

Market expectations for Fed Funds Rate US Treasuries returns worst in 90 years
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Expect the unexpected - Despite macro challenges, S&P hits all time highs! 

Source: TradingView
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“US Exceptionalism” Exceptionally Expensive…

Source: BofA Global Investment Strategy, Factset, Datastream, Global Financial Data, Bruegel, BIS

US vs. World ex-US price-earnings ratio since 1969 US dollar most expensive in past 50 years
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“US Exceptionalism” Exceptionally Expensive…

Source: BofA Global Investment Strategy, Bloomberg, GFD Finaeon, ICE Data Indices LLC

US stocks most expensive on record US high-quality credit spreads tightest of past 30 years
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Market concentration at record levels

Source: BofA Global Investment Strategy, Bloomberg

Top 5 companies as % of S&P500 market cap
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…and very well owned

Source: BofA Global Investment Strategy, EPFR

Cumulative inflow to equity funds decade-to-date ($bn)
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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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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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Can the next trend be MEGA (Make EU Great Again) over MAGA?

Source: Western Europe defined as Eurozone, UK, Switzerland, Sweden, Norway, Denmark, Jersey

Bloomberg Finance LP, Deutsche Bank Research 09/11/2025

Regional weights in Bloomberg World Index
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Geo-political risks are on the rise

Source: Motilal Oswal, Reuters
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Gold and Silver continue their Bull runs

Source: Trading View, Charlie Bilello
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World now holds more Gold than USD

Source: Bloomberg, IMF, US Treasury

Gold reserves at market price and foreign official holdings in US Treasuries
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Gold has seen large drawdowns in the past

Source: World Gold Council, DSP. Data as of September 2025
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Silver still remains attractive…

Source: Bloomberg, DSP
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GST rate cuts are here – Diwali bonanza!

Source: GST Council, Budget documents, Jefferies
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GST re-design a significant structural reform – ~1 pp lower effective GST rate

Source: Finance Ministry, RBI, GST RNR Committee, Axis Capital
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Higher growth in premium consumption vs value consumption

Source: Jefferies

Premiumisation has been the theme across sectors in the past few years – can it change now?
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5 yrs industrials up – will consumption return?

Source: Bloomberg
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Can 2H FY26 see govt. capex slowdown?

Source: CEIC, Morgan Stanley research

H2 capex needs to be lower than target to meet fiscal deficit targets
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Rural recovery is clearly visible supported by wage growth

Source: RBI, Labour Bureau (Ministry of Labour and Employment), Ambit Capital research

Rural Wage Growth (Y-o-Y)



Are Valuations

and Flows Turning 

Supportive?
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India in a cyclical slowdown – longer term bull run still intact

Source: Bloomberg Intelligence
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India underperforming global markets

Source: Bloomberg, Jefferies. *in local currency
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India Market Sectoral Performance

Source: Bloomberg, Jefferies 
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India lags EM by widest margin since pandemic

Source: Bloomberg Intelligence

MSCI India (USD) vs MSCI Emerging Markets
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Tariffs along with limited AI Exposure Weighs on Foreign Interest

Source: Bloomberg Intelligence
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Index masks damage – broader markets extremely weak! 
Median drawdowns from 52w highs across market caps at ~20%

Source: Bloomberg Intelligence
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Only 30% of index stocks in the green y-o-y

Source: Bloomberg Intelligence
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Breadth Dropped Last 12 Months

Returns BSE500 Top 1000 Median % Beating BSE500

Last 12 Mos -3.7% -7.4% 44%

FY25 4.8% 4.8% 50%

FY24 38.4% 61.8% 65%

FY23 -2.3% -1.1% 52%

FY22 20.9% 29.6% 58%

FY21 76.6% 102.0% 63%
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While fund flows to domestic MFs have remained strong

Source: Bloomberg, Ambit Capital research 
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FIIs continue on a selling spree

Source: Bloomberg, Jefferies
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FIIs light on India weightage

Source: EPFR, FactSet, MSCI, Goldman Sachs Global Investment Research

India’s allocation in active MFs globally near 2-decade low Global funds underweight India by ~215bps
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Why FIIs are selling? India valuations are high

Source: Bloomberg, Jefferies 

MSCI India 1-year forward consensus PE at 21.9x India valuation premium to EMs is at 10Y avg.
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India’s relative growth is somewhat below historical averages

Source: Bloomberg, Jefferies. Estimates are consensus estimates

MSCI India earnings growth differential over EMs MSCI India ROE differential over EMs
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However, India is expensive for a reason – Higher ROEs

Source: DSP Netra
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And healthier Balance Sheets

Source: Bloomberg Intelligence
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Concentration risks exist in other EMs

Source: MSCI, FactSet, Jefferies

Month end weightings and weighting for 3 September 2025.

Samsung Electronics' weighing in MSCI Korea TSMC’s weighing in MSCI Taiwan
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Tariffs and FII selling weigh on INR

Source: Bloomberg, Jefferies

Performance against USD
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We expect earnings growth to improve from H2FY26

Source: Bloomberg, Ambit Capital research



52 Strictly Private and Confidential. Not for Circulation 
Market Outlook

October 2025

215

0

41

0

10

124

114

113

113

159

160

160

235

150

131

150

169

179

US tariff impact – We don’t build in 50% to last long

Source: Govt. of India, Jefferies

India’s exports to US by category Likely impact on GDP growth of tariffs
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Supply of paper is a big risk to markets

Source: NSE, BSE, Bloomberg, Jefferies

Majority of supply coming from Promoters lately
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Stocks Bought On Margin are also on the rise

Source: RBI, NSE, DSP
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Are small caps really expensive?

Source: Samit Vartak
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Valuation Skewed by PSUs and Private Banks

Source: Samit Vartak
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Fundamentals (Excluding Financials) 

Source: Samit Vartak
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Median ROE Comparison – Large vs Small

Source: Samit Vartak
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Disciplined asset allocation improves performance in the long term

Source: DSP Netra

20-Year CAGR Returns In Local Currency By Asset Class and For Multi Asset Allocation Strategy



Which sectors can do well?
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Auto 2W - Pent up demand & mkt share realignment

Source: SIAM, Company data, Jefferies estimates 

Case for double-digit CAGR ahead TVS & EIM market share at 20-year high

Strong Volume growth for TVSL and MM Highest earnings growth for TVSL and MM
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Cement: Moderating Competition as Pricing takes front seat

Source: GoI, Company data, Jefferies 

Monthly pricing growth highest in 3 years Recent consolidations to boost discipline; top 3 hold 50%+ share

Cement industry EBITDA/T on an upward trajectory Cement demand slated to grow at 6-7% CAGR
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Banks and IT: Both underperforming signals bottom up market

Source: Bloomberg, Jefferies 

Banks and IT have jointly OPFed 20-25% times Banks and IT trend of relative performance

Relative performance for Banks and IT against Nifty
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Lenders: Credit growth to improve

Source: Bloomberg, Jefferies 

We expect credit growth for FY26 at 11% & improve towards 12-13% in FY27-28

Most bank trading below 10Y Avg. Mnay NBFCs also trading below 10Y Avg PEs
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Chemicals – is the global destocking cycle at an end?

Source: Morgan Stanley research

Inventories across agri-majors are at 8-year lows
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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 

in a staggered manner post the last year of 

consolidation:

✓ Top up allocations/SIPs

✓ Focus on staggered purchases though 

some front ending can be done now

✓ Sectors that can do well - Metals, 

healthcare, chemicals, cement, private 

sector financials and NBFCs, consumer 

discretionary, auto ancillaries
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Be Ready For Volatility

NIFTY

25k 26K23K

Uncertain Global Macros

Global Liquidity Tightening

Risks to Earning Trajectory

Supply of Paper

External Shocks Yield Softening

Favourable India MacrosEarnings Pickup

Events: US Tariff war, Energy Prices and Geopolitical uncertainty 

FII Flows Returning
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