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Four months into US-Iran war — initial signs of conflict resolution

Source: Twitter, Truth Social, News Articles, Bloomberg
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Iran War has impacted Trump’s approval ratings and Democrats have an upper hand 

in Midterm elections

Source: CLSA, Bloomberg, Polymarket

Trump’s approval rating remains at one of the lowest levels Democrats have an upper hand currently for Midterms
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Ceasefire has helped improve traffic in Strait of Hormuz and oil exports from Gulf

Source: HSBC

Note: Data as of 24 Jun 2026

Strait of Hormuz daily traffic, number of ships Estimate of daily crude and product exports from the Gulf (mbd)
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Oil prices have corrected sharply indicating the end of Iran war 

Source: CLSA, Bloomberg

Note: Data as of 29 Jun 2026

WTI - SPOT

Crude oil prices Spot vs. 6M forward vs. 12M forward
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While oil futures indicating end of war, physical inventories to act as floor on oil price

Source: Energy Information Administration

Note: Data as of 24 Jun 2026

US Commercial Crude Oil Inventories, weekly (mn barrels) US Crude Oil Balance (thousands of barrels per day)

US Petroleum Inventories (million barrels)



9 Strictly Private and Confidential. Not for Circulation 
Market Outlook

July 2026

215

0

41

0

10

124

114

113

113

159

160

160

235

150

131

150

169

179

Some cool off seen in commodity prices off late, but still higher on a 12m basis

Source: 360 ONE

Note: Data as of 25 Jun 2026

Price performance of key commodities (in USD)
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Bond market is now pricing in 2 FED hikes by end of year 

Source: Charlie Billelo

Note: Data as of 17 Jun 2026

Market expectations for FED Funds Rate (Jan 2026 – Jan 2027)
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While 2020s is on pace to be the strongest decade for US Equities since 1990s, they 

might be the worst decade in history for 10Y Treasury Bonds

Source: Charlie Billelo

Note: Data as of 20 Jun 2026

S&P 500: Annualized total returns by decade (1930 – YTD 2026) 10Y T-Bond: Annualized total returns by decade (1930 – YTD 2026)
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Is it now time to be cautious? Nasdaq 100 has a higher 10Y return than Japan in 80s, 

Dow in 20s and S&P in 50s

Source: CLSA

Cumulative total returns in past meltups
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S&P trades at 35x CAPE – close to Dot Com bubble highs

Source: CLSA

S&P 500 CAPE US implied equity risk premium
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Margin debt and retail margin credit are reaching all time highs– Quite scary!

Source: CLSA

Margin debt provided by brokers at $1.3Tn US retail margin credit has risen quite sharply
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First signs of exhaustion as Mag7 starts underperforming S&P 500 and Russell 2000

Source: Ben Carlson

S&P 500 vs S&P 493 vs Mag 7 in 2026 Divergence between Mag 7 and Russell 2000 
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AI concentration close to historical bubble peaks

Source: BoFA

Note: AI Big Ten = Mag 7 + AVGO + MU + AMD

History of stock market concentration as a % of US Market Cap
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Is AI narrative in excess zone? Cyclically adjusted PEs above 3SD for Korea & 

Taiwan

Source: CLSA

Korea CAPE Taiwan CAPE (using TSMC liquidity weighted pricing for ADR)
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Is AI narrative in excess zone? Are semicon margins at a peak?

Source: CLSA, Twitter

Semiconductors: Margin vs. Valuation levels
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Is AI narrative in excess zone? Current AI stocks rise is very similar to the 1990s

Source: Nuvama

Software and hardware stocks diverged in 1990s… …it is a similar trend this time as well

Global hardware index has great similarities with 1990s
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Is AI narrative in excess zone? Cash generators turning into debt owners

Source: Charlie Bilello, Dealogic, Nuvama

Global bond issuances by big AI tech companies Hyperscalers now facing hyper hurdles
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Is AI narrative in excess zone? SpaceX becomes the newest entrant in the AI 

companies dominated trillion-dollar club

Source: Bloomberg
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Non-US markets now outperforming US 

Source: Ben Carlson

12M Total Returns for Nasdaq 100 vs. S&P 500 vs. Russell 2000 vs. MSCI EM vs. MSCI EAFE
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Jan’26 narrative was Gold and Silver – after correction now they look interesting

Source: CLSA, Trading View

Gold / Silver Ratio — 50-Year Trend (1976–2026) Gold & Silver Spot Prices — YTD 2026
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Don’t chase the fad - Bitcoin has made new lows for the year 

Source: CLSA
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Why Indian macros still in a comfortable 

zone even after West Asia crisis?
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$50-80bn potential inflows can act as shock absorber – FCNR and taxation changes 

steps in the right direction

Source: Avendus Spark Research

Around $50-$80bn potential dollar inflows FCNR could be quite successful because of the high IRRs

3Y bond yields softened ~40-50bps from 7Y highs India could be included in the Bloomberg Global Bond Index
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Crude under $90/bbl is a sweet spot for India – BoP could be surplus at $80/bbl

Source: RBI, Avendus Spark Research

BoP outlook scenarios at Crude $80 vs. $90 vs. $100 /bbl India services trade surplus jump ~3x since FY2020
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RBI has supported growth by injecting INR 18tn since Jan’25 for system liquidity

Source:MOC, Avendus Spark Research

RBI has injected INR 12tn via OMO since Jan’25 RBI has injected INR 5.7tn via dollar swaps since Jan’25

LAF surplus at INR 1.6tn post RBI’s USD 5bn swap in May’26
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Credit growth is picking up in the economy

Source: RBI, Jefferies
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Despite 1.1% drag on GDP from West Asia crisis, fiscal deficit looks manageable

Source: MOC, Avendus Spark Research

INR 4.5tn full year impact possible on govt. finances Expect govt. to meet the fiscal deficit target of 4.3% GDP in FY27e

Shortfall likely to be offset by higher tax and non-tax revenues
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Start of disinvestment has been encouraging – GoI has already completed INR 200bn 

(25% of budgeted target)

Source:MOC, Avendus Spark Research

FY27 Budget assumes INR 800bn of disinvestment GoI has completed 25% of budgeted target
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However, some capex pruning is likely by both Centre and States

Source: MOC, Avendus Spark Research



35 Strictly Private and Confidential. Not for Circulation 
Market Outlook

July 2026

215

0

41

0

10

124

114

113

113

159

160

160

235

150

131

150

169

179

Rupee has depreciated sharply – glass half full, half empty? Creating opportunities 

for exporters and import substitution

Source: CEIC, Avendus Spark Research

Rupee has depreciated 8-18% against most currencies Proposed trade agreements can boost exports by ~$53bn
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As a result, exports have picked up to an all time high in May’26

Source: MOC, Avendus Spark Research
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GST Collections record a strong month in Jun’26 growing 13.9% YoY

Source: GST Portal
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However El Nino could be a risk in the near term

Source: KIE

Till Jun’26, rainfall has been in deficit for most of India But Kharif crop sowing has been slightly higher than last year
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Corporate profits continue to be on an uptrend

Source: Capitaline, CEIC, I-Sec research
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Commodity inflation can lead to margins squeeze in first half of FY27

Source: Capitaline, I-Sec research, RBI, HSBC

Sharp rise in input costs over past three months Food and agri commodities relatively subdued vs. non-agri
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Global markets have been all over the place since start of 2026

Source: Nuvama
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India has been an underperformer till Q2 CY2026

Source: Bloomberg, Jefferies

MSCI India performance vs. regional indices (in local currency) Nifty 50 vs MSCI EM Index — Indexed Performance YTD 2026
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India’s sectoral performance post-war

Source: Bloomberg, Jefferies

Sector-performance – Impact of Iran-Israel War
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Broader markets have done better than the index 

Source: Bloomberg

Nifty 50 vs Midcap 150 vs Smallcap 250 for Apr 1 to Jun 30, 2026 Index Returns Across Periods, as of June 30, 2026
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However, within broader markets bottoms up stock picking has been rewarded

Source: Bloomberg

Index returns vs. median for 3M as of Jun 30, 2026 Index returns vs. median for 12M as of Jun 30, 2026
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VALUATIONS

The Big Sectoral Divide
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Industrials’ P/S is now higher than IT

Source: Bloomberg, Nuvama
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Metals are more expensive than private banks

Source: Bloomberg, Nuvama
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FMCG dividend yield now higher than Power – despite similar topline growth

Source: Bloomberg, Nuvama
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Street forecasting 16-18% nifty earnings growth in fy27 – Downgrades likely led by 

margins disappointment

Source: Jefferies
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Thematic stocks have outperformed the markets in the past few years

Source: Jefferies
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Nifty in Dollar terms is back to 2021 levels

Source: Bloomberg

Nifty 50 in USD terms
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India’s underperformance vs. EMs is close to historical troughs

Source: Bloomberg Intelligence

MSCI India lags by 40% vs. EM over past 2 years



56 Strictly Private and Confidential. Not for Circulation 
Market Outlook

July 2026

215

0

41

0

10

124

114

113

113

159

160

160

235

150

131

150

169

179

Global/EM funds remain Neutral India, Asia funds UW India

Source: Bloomberg, Axis Capital  
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But fundamentals stand firm vs. others

Source: Bloomberg

Median Net Profit Margin (%, 3-yr average) Median Return on Equity (%, 5-yr average)
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FPIs have heavily sold Indian equities with highest-ever selling in CY26 so far...

Source: NSDL, Jefferies

Note: CY26TD flows upto 24 June 2026

FPI net flows into equity
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Muted Trailing 12M equity returns are weighing on lumpsum (ex-SIP) flows

Source: AMFI, Bloomberg, Jefferies

Lumpsum (Equity MF inflows ex-SIP) vs, Tr-12M market returns
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Rising equity supply can cap equity returns

Source: NSDL, Jefferies

Note: CY26TD flows upto 24 June 2026

Total equity supply monthly trend (US$ bn)
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Sectors that could benefit from INR weakness

Source: TradingView

Sector Primary Benefit Mechanism Key Risk

Information Technology USD revenue, INR cost base; direct EPS uplift AI disruption and pricing renegotiation

Pharmaceuticals (Exporters) Export realisations in USD/EUR Imported API cost inflation

Specialty Chemicals Export competitiveness, higher INR realisations Import-dependent raw material costs

Auto & Auto Ancillaries Translation gains on US/Europe exports Imported component cost pass-through

Upstream Oil & Gas USD-billed crude/gas revenue, INR opex Global oil price volatility

Textiles & Apparel Price competitiveness in global markets US tariff headwinds
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Sectors that could benefit from CNY appreciation helping import substitution

Source: TradingView

Sector CNY Appreciation Benefit Import Substitution Key Risk

Specialty & Bulk Chemicals
Direct — competes with Chinese 

exporters
Agrochemicals, dyes, fluorochemicals

China excess capacity, aggressive 

pricing

Capital Goods & Industrial
Raises landed cost of Chinese 

equipment
Power T&D, cables, conductors Execution risk on domestic capacity

Telecom Equipment Displaces Chinese network hardware Already demonstrating export growth
Technology gap vs. Chinese 

incumbents

Consumer Durables & Electronics Raises cost of Chinese finished goods PLI-driven domestic assembly Component import dependency

Metals & Steel Raises floor on Chinese export pricing Domestic capacity additions Global demand slowdown

Textiles & Apparel Order diversion from China Labor-intensive manufacturing US tariff headwinds

Pharma — API & CDMO Raises cost of Chinese API imports PLI for domestic API manufacturing Scale-up timeline, quality compliance
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INR weakness + CNY appreciation + Import substitution could lead to India 

manufacturing gaining with early signs visible

Source: Bloomberg, Nuvama
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Why we believe financials are in a sweet spot

Source: Bloomberg, Jefferies, Axis Capital

NIM compression behind now PSU banks’ LDR relatively lower than Pvt banks

Slowdown in provisions in Q4FY26… … implies limited pressure for asset quality
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Hot summers and deficit monsoon to keep power demand high

Source: MOSL

India’s peak power demand (GW) India’s power supplied (BU)
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Rising geopolitical tensions can lead to accelerating Defence spend

Source: MOSL

Aggregate market cap of global defense names (USD trn)

Contribution of key countries to global defense market cap (%)
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What should Investors do?

▪ We are constructive on the markets. After 

the rally, we believe bottom-up stock 

picking should be rewarded.

▪ We recommend to raise equity exposure in 

a staggered manner from hereon:

✓ Top up allocations/SIPs

✓ Sectors that can do well - Metals, 

healthcare, chemicals, power, auto 

ancillaries, private sector, financials 

and NBFCs, consumer discretionary.
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Be Ready For Volatility

NIFTY

24K 26K23K

Extended Middle-East war

Global Liquidity Tightening

Risks to Earning Trajectory

External Shocks Yield Softening

Favourable India MacrosEarnings Pickup

Events: US Tariff war, Energy Prices and Geopolitical uncertainty 

FII Flows Returning
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