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US’s protectionism is pushing others together

Source: Media articles
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Effective tariff rate is likely to stabilize between ~18% levels

Source: Bloomberg, Axis Bank Research, US Treasury Department, The Kobeissi Letter

Tariffs can rake in incremental $400-500Bn; Monthly tariff collected rose to $30Bn in July’25
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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



6 Strictly Private and Confidential. Not for Circulation 
Market Outlook

September 2025

215

0

41

0

10

124

114

113

113

159

160

160

235

150

131

150

169

179

As 60% of imports are intermediate/capital goods shielding consumers

Source: OECD, Comtrade, Axis Bank Research

~60% of imports are intermediate (43%) and capital goods (16%): to show up in CPI in a few months

US Imports (2024) Mixed end-use products
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US inflation up, growth down – stagflation risk?

Source: Charlie Bilello

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

Source: Bloomberg, Nuvama Research

Unemployment rate inching up Hiring rate close to recessionary troughs

New home inventories back at 2008 recession highs Resulting in falling housing prices…
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Delinquencies on the rise

Source: The Kobeissi Letter, Federal Reserve Bank of Philadelphia

Office Commercial Mortgage-Backed Securities Delinquencies Credit Card Delinquencies and Net Charge-Off Rate
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However, Q2 CY25 US GDP surprised on the upside

Source: Charlie Bilello

US Real GDP (Quarterly, Annualized as of Q2 2025 (Data via Y-Charts as of 8/28/25)
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US markets are pricing in lower odds of recessions in recent months

Source: Charlie Bilello
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Longer dated global bonds are in turmoil

Source: Bloomberg, Jefferies
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Rate cut expectations keep getting revised downwards…

Source: Charlie Bilello. Investopedia

Market Expectations for Fed Funds Rate

Data via Fed Funds Futures, Aug 2025 – Jan 2027
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DXY has weakened meaningfully

Source: Kotak Institutional Equities

90

95

100

105

110

115

Apr-24 May-24 Jun-24 Jul-24 Aug-24 Sep-24 Oct-24 Nov-24 Dec-24 Jan-25 Feb-25 Mar-25 Apr-25 May-25 Jun-25 Jul-25 Aug-25 Sep-25



15 Strictly Private and Confidential. Not for Circulation 
Market Outlook

September 2025

215

0

41

0

10

124

114

113

113

159

160

160

235

150

131

150

169

179

Expect the unexpected - Despite macro challenges, S&P hits all time highs! 

Source: Charlie Bilello
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Expect the unexpected - S&P 500 has now hit 20 all-time highs this year

Source: Charlie Bilello
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Expect the unexpected – Global markets roar while Uncertainty hits the roof

Source: Charlie Bilello; Data as of Aug 13, 2025



18 Strictly Private and Confidential. Not for Circulation 
Market Outlook

September 2025

215

0

41

0

10

124

114

113

113

159

160

160

235

150

131

150

169

179

AI stocks leading the ride up

Source: Bloomberg, Morgan Stanley Research. As of 9/2/2025
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Will US equity bull market continue?

Source: Charlie Bilello

S&P 500 Bull and Bear Markets

(Total Returns, June 1949 – June 2025
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S&P valuations close to historical peaks

Source: Charlie Bilello, S&P Dow Jones, YCharts

S&P 500 Price to Peak Earnings Ratio
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Market concentration at record levels

Source: The Kobeissi Letter, Compustat, IBES, FactSet, Goldman Sachs Global Investment Research

10 largest companies as share of S&P 500 total
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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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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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China changing stance – Focus on anti-deflation!

Source: Media articles
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Deflation has been entrenched in China

Source: CEIC, Morgan Stanley research estimates

Deflation has persisted for past couple of years With supply rationalization, demand revival is also needed
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Commodities and chemicals: the next dark horse as China cuts overcapacity?

Source: Morgan Stanley research estimates, Bloomberg, SHFE, Ambit Capital research

Price improvement already visible across sectors Major capacity cuts planned in polysilicon industry

(Change in prices by sector)
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Positive momentum is already visible in the sector

Source: Elara Securities

EM Commodities/Material Funds, 1 year performance
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Geo-political risks are on the rise

Source: Motilal Oswal, Reuters
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Gold hits $3600/oz for the first time!

Source: Trading View
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Central bankers purchase of gold in last 3 yrs = last 21 yrs

Source: World Gold Council, DSP, Data As of 30 June 2025

Central Bank’s quarterly net gold purchases in tonnes
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World now holds more Gold than US Treasury

Source: Bloomberg, IMF, US Treasury

Gold reserves at market price and foreign official holdings in US Treasuries
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Copper and silver appearing as darkhorses

Source: DSP, Bloomberg, Tavi Costa

Copper vs Gold How to Value Silver
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Did you know? AI capex now exceeding telecom capex during dot-com bubble

Source: DSP Netra

Capex as % of world GDP 

At ~1.2% of GDP, it’s already 20% of the 19th-century railroad investment frenzy (which peaked at 6% of GDP), 

one of history’s most extreme buildouts.
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Real GDP growth at 5-Qtr high in Q1FY26

Source: CEIC, Kotak Economics Research

Real GDP and components growth, March fiscal year-ends, 2019-26 (%)
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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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Can the bottom of the pyramid make a comeback?

Source: Jefferies

Premiumisation has been the theme across sectors in the past few years – can it change now?



40 Strictly Private and Confidential. Not for Circulation 
Market Outlook

September 2025

215

0

41

0

10

124

114

113

113

159

160

160

235

150

131

150

169

179

5 yrs industrials up – will consumption return?

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

Source: Jefferies
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RBI has turned pro growth…

Source: Jefferies, RBI

Credit and deposit growth trend for banks Interest rates expected to reduce going ahead
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Liquidity remains in surplus zone

Source: Jefferies, RBI

Surplus liquidity / (Deficit) (Rs bn)
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Lower inflation weighing on Nominal GDP growth

Source: MoSPI, Bloomberg, Ace Equity, Jefferies

India Nominal GDP Growth India GDP Deflator

Nominal GDP growth minus Real GDP growth
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Macro stability resulting in lowest spreads with US bond yields

Source: MOSL
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Tariff risks - India was First in queue in April; Now its Last!

Source: US White House, US International Trade Commission, Jefferies; *India tariffs at 25% base plus 

additional penalty of 25%. The additional penalty applicable from 27th August, 2025

India faces one of the highest tariffs from US India’s merchandise goods trade surplus with US ($Bn)
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Tariffs pose risks to EXIM economy

Source: MOC, Avendus Spark Research

Merchandise imports growing faster than exports Non-oil & gold trade deficit widening
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Monsoon well-distributed; reservoir levels healthy across regions

Source: India Meteorological Department, Goldman Sachs Global Investment Research

India Cumulative Rainfall from June 1 to August 28 2025
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Rural recovery is clearly visible supported by wage growth

Source: Bloomberg, CMIE, Equirus

Real Wage Growth (Y-o-Y)



Are Valuations

and Flows Turning 

Supportive?
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India underperforming global markets in the past year

Source: MOSL
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India lags EM by widest margin since pandemic

Source: Bloomberg, Jefferies, Moneycontrol

MSCI India (USD) vs MSCI Emerging Markets
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FIIs on selling spree…DIIs save the day!

Source: MOSL
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Index masks damage – broader markets extremely weak! 
Median drawdowns from 52w highs across market caps at 15-20%

Source: Ace Equity, AMFI classification as of Jun'25 of latest NSE500 members has been considered for 

above analysis. Latest data as of 29th Aug’25, Ambit Capital Research
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6 in 10 BSE500 stocks with negative returns in 3 months

Source: Bloomberg
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Only 3 in 10 BSE500 stocks outperforming the index

Source: Bloomberg
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Broad-based market decline; Auto leads, Consumer sees modest gains MoM

Source: MOFSL
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Inflows in domestic funds surged in July

Source: AMFI, Goldman Sachs Global Investment Research 

Sectoral/thematic funds and SMID funds saw largest inflows About 10% of the gross inflows were through NFOs (US$1bn)
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Inflows in domestic funds surged in July

Source: AMFI, Goldman Sachs Global Investment Research 

Ex-NFO inflows also rose to US$3.8bn, up 46% m/m Discretionary flows (ex-SIPs) turned positive after 4 months
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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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How are FIIs positioned?

Source: NSDL, Goldman Sachs Global Investment Research

Current FII holdings across sectors YTD FII flows across sectors (USD Bn)

AUM: USD 814Bn (as of 15, Aug 2025)
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Why is India out of flavour for FIIs?

Source: Bloomberg, Jefferies

Rest of the Asian markets are doing better than India
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Why FIIs are selling? India valuations are high

Source: Kotak Institutional Equities
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However India is expensive for a reason – Higher ROEs

Source: DSP Netra
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And concentration risks exist in other EMs

Source: MSCI, FactSet, Jefferies

Month end weightings and weighting for 3 September 2025.
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Tariffs and FII selling weigh on INR

Source: Bloomberg, Incred Research

Performance against USD in CY25TD
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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



History does not 

repeat itself but it 

rhymes

“
“
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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-July-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-July-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-July-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 ~90x in past 35 years

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

Nifty 50 (Since July – 1990)
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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



74 Strictly Private and Confidential. Not for Circulation 
Market Outlook

September 2025

215

0

41

0

10

124

114

113

113

159

160

160

235

150

131

150

169

179

What should Investors do?

▪ Shifted from a conservative/cautious to a 

constructive stance in Feb end

▪ Would recommend to raise equity exposure 

in staggered manner in next 3-6 months 

post 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 and 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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