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Expect the Unexpected: US and World markets make a sharp comeback from 
Apr’25 lows

Source: Bloomberg, Ben Carlson
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Expect the Unexpected: S&P 500 makes new ATHs in 2025

Source: Charlie Bilello



5 Strictly Private and Confidential. Not for Circulation 
Market Outlook

December 2025

215

0

41

0

10

124

114

113

113

159

160

160

235

150

131

150

169

179

And the flip flop on tariffs and geopolitical uncertainty

Source: Media articles
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Despite inflation rising and loan delinquencies increasing

Source: Charlie Bilello

US 1-year inflation rates (%) 90+ dpd by loan type (%)
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Global Central Banks on a rate cut spree

Source: BofA Global Investment Strategy, Bloomberg 

Global rate cuts in past 2 years match post-GFC levels Markets expect rate cuts to continue in ‘26
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Despite rate cuts, bond markets are not convinced

Source: BofA Global Investment Strategy, Ibbotson, Refinitiv Datastream
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US National Debt up by $2Tn since debt ceiling increased in July’25

Source: Charlie Bilello
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“US Exceptionalism” Exceptionally Expensive…

Source: BofA Global Investment Strategy, BofA US Equity & Quant Strategy, Bloomberg.

Trailing 4Q PE (GAAP until 1960, Pro-forma thereafter).

S&P 500 trailing P/E since 1900
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Sharp outperformance of US Equities led by Mag 7 stocks

Source: BofA Global Investment Strategy, Global Financial Data, Bloomberg 
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High concentration risk: Top 10 US companies are >40% of S&P 500

Source: Charlie Bilello

S&P 500 – Weight of top 10 holdings 
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AI stocks leading the majority of gains in S&P 500

Source: GQG Partners LLC, Bloomberg
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Nvidia now 8% of S&P 500 - Are we heading into AI bubble?

Source: Peter Mallouk, Goldman Sachs Global Investment Research

Largest market cap companies in each period (% of S&P 500) Nvidia now more valuable than some large stock markets
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Cash flow generating tech companies becoming asset heavy utilities?

Source: S&P, Sparkline. 

Capex to revenue % Capex to EBITDA %
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Circular economy emerging within the AI ecosystem

Source: Morgan Stanley, Sparkline. 
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Oracle 5-year CDS highest in 2 years - Bond markets indicating something?

Source: Bloomberg 

Oracle 5-year CDS 
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Are AI stocks globally moving in the excess territory?

Source: MOSL

US, China, and Taiwan see sharp rise in market cap of Al-linked companies 

Global share of Key Al stocks in total market capitalization 
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Recent rally in Chinese and Korean markets driven by AI stocks

Source: Bloomberg, Kotak Institutional Equities

Top 25 Chinese stocks Top 25 Korean stocks
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Can AI meet the same fate as Railroads & Dotcom for financial investors?

Source: BofA Global Investment Strategy, Global Financial Data, Bloomberg. *AI Big Ten % of S&P 500 

market cap in Aug’25 (AI BigTen = AAPL, AMZN, AVGO, GOOGL, META, MSFT, NVDA, ORCL, PLTR, 

TSLA)

Railroads as a % of US stock market cap since 1828
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Is Dollar depreciation the next big theme?

Source: BofA Global Investment Strategy, Bloomberg
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Global markets ex-US rebound – Is the world shifting to non-dollar assets?

Source: Charlie Bilello
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Has risk-off started in some pockets? Gold up in 2025 while bitcoin is down

Source: Charlie Bilello
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Is the gold rally over-extended now?

Source: Charlie Bilello, TradingView

Gold - Annual returns % Gold prices ($/oz)
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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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Record outflow from gold after big $59bn inflow past 4m

Source: BofA Global Investment Strategy, Bloomberg 
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Silver continues to be volatile in recent times

Source: Bloomberg 
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After gold and silver, can metals and mining make a comeback?

Source: Crisis Investing, Statista, S&P Global Market Intelligence, Tavi Costa
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Global Commodity ETFs showing revival in inflows after long time

Source: EPFR, Elara Securities, Research, Bloomberg, Capital Line, ACE MF 
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Metals & Mining begin outperforming US equities after 5-years

Source: EPFR, Elara Securities, Research, Bloomberg, Capital Line, ACE MF 
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Q2FY26 earnings season was better than expected

Source: Amsec

Q2FY26

Rs in Trillion No of Cos Revenue YoY QoQ
Reported 

PAT
YoY QoQ Adj PAT YoY QoQ

NIFTY500 500        40.93 6.5% 0.8% 4.80 35.9% 18.2% 3.96 15.4% -0.8%

BFSI 92 11.37 2.0% -1.2% 1.59 9.2% 4.3% 1.57 7.3% 2.0%

Non-BFSI 408 29.56 8.4% 1.6% 3.20 54.8% 26.5% 2.39 21.4% -2.6%

Non-BFSI Exc Cement, O/G, Metal/Mining 365 19.27 10.4% 3.9% 2.55 55.2% 38.4% 1.71 10.0% -2.6%

Commodities: Cement, O/G, Metal/Mining 43 10.29 4.9% -2.4% 0.66 53.1% -5.1% 0.68 64.2% -2.4%

Last 8 Quarters Adjusted PAT Growth % YoY

No of Cos 2025/09 2025/06 2025/03 2024/12 2024/09 2024/06 2024/03 2023/12

BFSI 92 7.3% 6.8% 6.4% 12.7% 13.2% 18.7% 25.1% 25.8%

Non-BFSI 408 21.4% 11.8% 12.4% 6.0% -9.3% -3.4% 9.0% 32.0%

Non-BFSI Exc Cement, O/G, Metal/Mining 365 10.0% 8.0% 13.1% 15.1% 7.2% 12.8% 19.4% 22.1%

Commodities: Cement, O/G, Metal/Mining 43 64.2% 22.5% 10.2% -15.8% -42.5% -31.4% -12.9% 64.1%
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Small and Midcaps have fared better than Largecaps

Source: Amsec

Growth Salience: Mcap Wise
No. of 

Cos

2025/09 2025/06 2025/03 2024/12 2024/09 2024/06 2024/03 2023/12

Last 8 Quarters Adjusted PAT Growth % YoY

Large Caps 100 9.8% 8.4% 7.3% 5.2% -0.5% 0.6% 16.2% 28.1%

Midcaps 150 31.0% 19.1% 21.8% 30.0% 7.7% 14.6% 5.9% 33.4%

Small Caps 250 36.5% 4.3% 15.3% 2.1% -20.0% 24.1% 19.5% 37.5%

Nifty 500 500 15.4% 9.8% 10.0% 8.6% -0.9% 4.3% 14.8% 29.6%
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42% of companies have delivered >15% earnings growth – breadth improving

Source: Amsec

No. of Companies

BFSI Non BFSI

Total Cos 92 408

Loss Companies 2 20

Turnaround Companies 2 19

Profit Companies 90 388

Profit De-growth 28 138

Profit Growth 62 250

YoY Profit Growth %

> 100% 1 36

50-100% 9 40

25-50% 11 58

15-25% 17 36

0-15% 24 77
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Q2 FY26 GDP surprises positively

Source: MOSPI, Axis Bank Research

Quarterly (qtr.) GDP improved to 8.2% YoY With qtr. GVA growth at 8.1% YoY
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Auto sales continue to show strong momentum in Nov’25

Source: Government of India, Jefferies

Strong yoy growth in registrations in Nov’25 Growth rates improved across segments post GST cut
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Tax collections have been growing slower than expected

Source: CGA, Avendus Spark Research

In 6M FY26, direct tax collections rose 3.1% yoy, falling short of the budget target of 12.7%
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Can we see govt. capex slowing down?

Source: CEIC, Morgan Stanley research

Nov’25-Mar’26 capex needs to be lower than target to meet fiscal deficit targets
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With inflation under control, RBI likely to deliver more rate cuts

Source: GOI, RBI, Avendus Spark Research, Jefferies

CPI inflation % India Repo rate US Fed rate (%)
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External balance under pressure – leading to rupee depreciation

Source: GOI, RBI, Avendus Spark Research, Jefferies, Bloomberg

Trade deficit widened to an all-time high of $41.7bn in Oct’25 INR/USD close to 90 levels 
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Tariff resolution is the key for exports revival

Source: CEIC, HSBC

India Exports India Exports to the US (Major export categories)
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Credit growth is bouncing back

Source: RBI, HSBC



43 Strictly Private and Confidential. Not for Circulation 
Market Outlook

December 2025

215

0

41

0

10

124

114

113

113

159

160

160

235

150

131

150

169

179

5 yrs industrials outperformed – will consumption return?

Source: TradingView



Are Valuations

and Flows Turning 

Supportive?
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India underperforming global markets

Source: Bloomberg, Jefferies
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Recent months saw a rebound in Indian markets

Source: Bloomberg, Jefferies

Sectoral performance (%)
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While Nifty is hitting ATHs – share in global mkt cap has reduced

Source: Bloomberg, Jefferies
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Nifty-50 hits a record high but on limited breadth

Source: MOFSL
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Nifty Small Cap 250 has underperformed Nifty 50 by >15% in CY’25TD

Source: Bloomberg; As on Dec 2, 2025
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Even on a 2-year basis Small Caps have given same returns as Nifty

Source: Bloomberg; As on Nov 20, 2025
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Index masks damage – broader markets extremely weak! 
Median drawdowns from 52w highs across market caps at ~18%

Source: Bloomberg Intelligence

BSE 500 - Median Drawdown from 52-Week Highs (Index and it’s Members)
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Is this divergence a common occurrence?

Source: Bloomberg Intelligence
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Divergence between headline index and median return 

Source: Ambit Capital research
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<50% of index stocks outperforming in last 12 months

Source: Bloomberg Intelligence

% of BSE 500 Index Members delivering > index returns (Rolling 1-year basis)



We believe post 

consolidation/correction in the 

last 15 months, the risk reward 

looks favourable now and we 

explore the reasons
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1. Earnings expectations reset and incrementally earnings growth to be better

Source: Bloomberg, FactSet, Ambit Capital research

Earning Growth Nifty EPS (₹)
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2. India lags EM by widest margin since pandemic

Source: MSCI, Bloomberg, Jefferies 

MSCI India vs MSCI Emerging Markets (USD terms)
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MSCI India’s PE premium vs EM is close to the 20-year average of 50%

Source: MOSL

Longer term, India outperforms other EMs MSCI India trades at premium to EM but below long-term avg.
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3. 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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4. Any resolution of trade tariffs with US is not priced in

Source: Bernstein Analysis
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We don’t build in 50% US tariffs 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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5. Markets not factoring in the wealth effect from Gold in India

Source: Bernstein Analysis

Private gold holding ($Bn)
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Nifty in Gold terms at attractive levels, close to Covid lows

Source: Harish Krishnan
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6. Nifty 50 valuation slightly above long-term average

Source: MOSL
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7. Stronger corporate Balance Sheets – less solvency risk

Source: Bloomberg Intelligence



However, some risks we are seeing in the markets
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Supply of paper remains elevated

Source: NSE, BSE, Bloomberg, Jefferies

Majority of supply coming from Promoters lately
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Domestic inflows getting invested in few stocks

Source: Elara Securities

25% of inflow in top-6 stocks 

Next 25% of inflow in 13 stocks 

Next 20% of inflow in 15 stocks. 70% of total inflows in 34 stocks 
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Certain stocks are driven by narratives rather than fundamentals. BEWARE!

Source: IKIGAI Research

An EMS company that is “focused” on growth. What about cash flow?

Revenue & profits are increasing … and so are borrowings

While the company is generating no OCF since the past 5 years
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Certain stocks are driven by narratives rather than fundamentals. BEWARE!

Source: IKIGAI Research

A solar EPC company that wasn’t bright anymore

Cash conversion of solar EPC co. FCF/revenue of Solar EPC co.

Company witnessed lower cash conversion along with 

increase in WC investment

Company generated positive free cash flows in only one

of the last nine years
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Stocks bought on margin are also on the rise

Source: RBI, NSE, DSP
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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. Many 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

Inventory Turnover (Days)
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What should Investors do?

▪ Shifted from a conservative/cautious to a 

constructive stance recently

▪ Would recommend to raise equity exposure 

in a staggered manner post last 15 months 

of consolidation and price correction:

✓ 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 27K24K

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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