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Three months into US-Iran war — confusion continues despite ceasefire talks

Source: Twitter, Truth Social, News Articles, Bloomberg
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Polymarket at 63% chance of SoH traffic normalisation by July 31

Source: CLSA
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But current blockage of the Strait continues to impact commodity prices

Source: CLSA, Ikigai

Note: Data as of 3 Jun 2026
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Strait of Hormuz daily transits by direction YTD 2026 commodity prices have seen major brunt
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First derivative impact of crude being felt across sectors

Source: CLSA

Airlines have cancelled 2mn seats and 12,000 flights in May Urea prices have shot up also impacting food inflation
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US, Russia & Brazil become beneficiaries of higher crude price

Source: Bloomberg, CLSA

Note: Data as of 26 May 2026

Bloomberg seaborne crude trade flow - US, Russia, Saudi exports March / April



9 Strictly Private and Confidential. Not for Circulation 
Market Outlook

June 2026

215

0

41

0

10

124

114

113

113

159

160

160

235

150

131

150

169

179

Global crude inventories drop at record pace - supply-side tightness is real

Source: Bloomberg, CLSA

Note: Data as of 26 May 2026

Global visible Oil inventories, in billions of barrels US Oil inventories are below 820mn barrels
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However, oil markets have been pricing in the end of West Asian conflict for a while

Source: Factset, KIE

Brent crude futures curve, April-May 2026 (USD/bbl)
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Despite of geopolitical crisis S&P 500 continues to make new highs

Source: Charlie Billelo

Note: Data as of 29 May 2026

S&P 500 Index: Number of All-Time Highs (1929-2026)
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Led by strong Q1 US corporate earnings up 29% YoY vs 13% expected

Source: Charlie Billelo

S&P 500 EPS growth expected at 24% for the year now
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Percent of balance 90+ days delinquent by loan type Personal Savings Rate in the US is at 2.6% lowest since Apr’ 08

But US consumer seems to be cracking as delinquencies reach multi-year highs

Source: Charlie Billelo
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AI narrative continues to drive global markets, is it time for caution? (1/2)

Source: Charlie Billelo, CLSA

SK Hynix and Samsung have aided South Korea grow 4x in 17m DRAM ETF becomes fastest ETF in history to cross $10bn AUM
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AI narrative continues to drive global markets, is it time for caution? (2/2)

Source: Twitter

Taiwan overtakes India’s Mcap with TSMC contributing >40% 2x levered ETF on SK Hynix crosses USD 5 Bn AUM
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What happens to EM relative performance if the Big 3 are removed?

Source: CLSA, Bloomberg

EM relative returns of EM MSCI to US MSCI
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FCF is shifting from hyperscalers to AI infrastructure & semis

Source: CLSA

Hyperscaler consensus 2026E FCF + Capex (USD Bn) Semis consensus 2026E FCF (USD Bn)
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Gold in consolidation after a sharp run as India and Malaysia hike duties

Source: CLSA

Gold has traded lower in the last few days even as crude corrected India and Malaysia hiked import duty on gold
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Lithium, thermal coal, and aluminium are the top performers this year

Source: Bloomberg, AME, Bernstein analysis

Commodity Prices YTD 2026 – Indexed at 100
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Q4FY26 - India Inc has kept an upbeat guidance with manageable headwinds 

Source: Amsec

Rs in Trillion No of Cos

Q4FY26

Revenue YoY
Reported PAT 

(Parent's Share)
YoY

Adj PAT 

(Parent's Share)
YoY

NIFTY500 500 45.9 10.3% 5.6 24.7% 4.9 14.9%

BFSI 96 11.8 4.0% 1.8 10.1% 1.9 13.1%

Non-BFSI 404 34.1 12.7% 3.7 33.3% 3.0 16.1%

Non-BFSI Exc Cement, O/G, Metal/Mining 359 22.4 14.5% 2.7 24.6% 2.1 9.0%

Commodities: Cement, O/G, Metal/Mining 45 11.7 9.5% 1.1 61.4% 0.9 37.8%

Nifty 500 Excl Commodities 455 34.3 10.6% 4.5 18.3% 4.0 10.9%

Nifty 500 Earnings

No of Cos

202406 202409 202412 202503 202506 202509 202512 202603

Rs in Trillion Last 8 Quarters Adjusted PAT Growth % YoY

Large Caps 100 3.8% 3.1% 5.4% 6.8% 9.4% 8.0% 12.0% 9.5%

Mid Caps 150 9.3% 2.9% 39.4% 15.9% 20.7% 28.1% 17.6% 35.9%

Small Caps 250 22.1% -1.2% -1.4% 4.4% 3.4% 24.9% 29.5% 14.4%

Total 500 6.0% 2.7% 8.9% 7.8% 10.5% 12.3% 14.3% 14.9%
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Energy, Consumer Discretionary and Utilities saw the most beats; IT, Real Estate take 

a backseat

Source: HSBC

Energy Consumer

 Discretionary

Utilities Materials Financials Telecom

Services

Industrials Consumer 

Staples

Healthcare Information

 Technology

Real 

Estate
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INR has been worst performing currency YTD’ 26, are headwinds peaking?

Source: Avendus Spark

INR has depreciated ~12% since Mar’25 Historic FII exodus from India equities - $44bn sold since Apr’24

Net FDI flows, have collapsed from $44bn in FY21 to $8.7bn INR weakness has been driven more by shrinking FDI and FII flows
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The INR fall is not a CAD story but the Capital Account Surplus collapse from $90bn 

to near zero is the real culprit

Source: Avendus Spark

India’s BOP problem shifted from CAD to Capital a/c weakness resulting in sharp fall in INR
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INR fall mirrors Turkish Lira – but India is no Turkey

Source: Avendus Spark

INR is mirroring Turkish Lira but India remain macro stable, while

Turkey is facing hyper inflation with junk rating by agencies

Real effective value suggests the INR is ~7% undervalued, 

indicating scope for a reversal 
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History shows sharp INR falls are often followed by strong recoveries post actions by 

Government/RBI

Source: Avendus Spark
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Revenue gains and spending cuts may offset the INR 3.5tn impact, likely surprising 

bond market and supporting lower 10Y yields to ~6.75%

Source: Avendus Spark

Impact of West Asia war on govt. finances likely to be INR 3.5tn.. Despite GDP restatement can expect govt. to meet deficit target

..shortfall likely to be fully offset by higher tax and non- tax revenue 
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What can policymakers do to arrest the INR weakness?

Source: Avendus Spark

Key options available for policy makers to manage the vicious cycle of weak sentiment against the INR
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RBI dividend bounty + disinvestment ramp can help government on fiscal deficit

Source: Jefferies

RBI dividend was +6.7% YoY broadly inline with the BE Budgeted disinvestment to more than double vs. FY26RE
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Auto sales remain robust within consumption

Source: Jefferies, SIAM

Double digit registrations growth can be seen across segments Double digit volumes growth across PVs, 2Ws & tractors in May
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Moderate pickup in central government capex in FY2027BE

Source: KIE

Trend in central government budgetary capital expenditure, March fiscal year-ends, 2019-27BE (INR bn)
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El-Nino remains a near-term risk for the economy 

Source: Kotak

IMD forecasts a below-normal monsoon in 2026 El Nino with neutral IOD results in significantly weaker rainfall
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India has been an underperformer until now in CY2026

Source: Bloomberg
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India’s underperformance looks to be stretched

Source: Avendus Spark

India’s share of world market cap (%) India’s contribution to World GDP
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Energy, Metals and Pharma have outperformed the market in the last 3m

Source: KIE

Note: Data as of 29 May 2026

Performance of various sectors (%)



37 Strictly Private and Confidential. Not for Circulation 
Market Outlook

June 2026

215

0

41

0

10

124

114

113

113

159

160

160

235

150

131

150

169

179

However, performance in May’26 has been extremely selective 

Source: Bloomberg
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SMID profit growth rebounded post the Russia-Ukraine war – can it repeat this time?

Source: Bloomberg, Nuvama Research
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Valuations of SMIDs have corrected from Sep’24 highs

Source: MOSL

Valuations of key benchmark indices corrected significantly from their Sep’24 highs
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Nifty in Dollar terms is back to 2021 levels

Source: Bloomberg

Nifty 50 in USD terms
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Buybacks have resumed after favourable tax change

Source: NSE

Company Sector Size (INR Cr)

Wipro Ltd. IT Services 15,000

Bajaj Auto Automobile 5,633

Zydus Lifesciences Pharma 1,100

Aurobindo Pharma Pharma 800

Cyient ERD 720

Kajaria Ceramics Building Materials 297

Welspun Living Home Textiles 252

Teamlease Services Recruitment 238

Rolex Rings Auto - Anc 180

CMS Infosystems Cash Management 167

FY27 YTD Buyback announcements

Company Sector Size (INR Cr)

Garware Technical Fibres Technical Textiles 110

Dhanuka Agritech Agro Chemical 70

Windlas Biotech Pharma 47

Sarla Performance Fibers Specialty Textiles 44

Jagsonpal Pharma Pharma 40

Puretrop Fruits Food Processing 22

Onward Technologies IT Services 18

Cybertech Systems and Software IT Services 14

Ema Partners India Recruitment 7



42 Strictly Private and Confidential. Not for Circulation 
Market Outlook

June 2026

215

0

41

0

10

124

114

113

113

159

160

160

235

150

131

150

169

179

After record supply, Promoters have turned buyers

Source: NSE, BSE, Ace Equity, Jefferies.

Note: *In case of GMR Airports, the Indian promoter group has purchased stake from foreign promoter group

List of companies where promoters have increased stake 
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FIIs have sold almost similar to 2025 and 2024 in only 5 months of 2026 

Source: NSE

FPI net flows into equity

39,880

64,379

-92,730

-2,78,430

-16,511

-3,02,435 -3,06,419 -3,00,629

12% 15%
24%

4%
20%

9% 11%

-11%

2019 2020 2021 2022 2023 2024 2025 CYTD2026

Net Buy/Sell Nifty Change %
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FPI underweight on India at all time highs

Source: Bloomberg, MOSL

Trends in FII/DII holdings for Nifty-500 (%)

Nifty-500 holding pattern (%) – DIIs continue to raise their stakes to an all-time high, while FIIs reduce to an all-time low

Trends in FII/DII holdings for Nifty-50 (%)
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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
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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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India’s valuation premium moderates, while earnings stay in double digits

Source: Bloomberg, MOSL

12-month forward P/E of global indices

EPS growth of indices
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INR weakness + CNY appreciation + Import substitution could lead to India 

manufacturing gaining with early signs visible

Source: Bloomberg

Nifty Manufacturing is up 1.9% in CY26 vs. a 10.5% drop in Nifty 50
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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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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

23K 25K22K

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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