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U.S. – The Age of Entropy    

  
 

The investment regime has shifted.  We have entered an age of entropy, lack of order, lack 
of predictability, and a gradual decline into disorder.  The rules-based order of the past 80 
years has been shed aside.  Diplomacy and international trade agreements are being replaced by 
hard realism, protectionism, and a might is right approach.  The events in Venezuela, Iran and 
Greenland are milestones in the path to a new global order.  Europe realizes it has to fend for itself.  
Latin America is feeling vulnerable post regime change in Venezuela, and the reiteration of the 
Monroe doctrine.  The NATO alliance is starting to show cracks.  The new order impacts everyone 
- Latin America, Europe, Russia, Ukraine, Taiwan, Israel, Africa, India, the Middle East et al.   

At a macro level, there are two races underway, the race for AI and the race for resources.  AI 
will drive growth, geopolitical and economic dominance, and requires massive resources.  

The race for resources is real.  That’s not a consensus view.  However, the need for resources to 
build out AI, the energy transition – whether it be solar, EVs, green energy – and global defence, 
is very real, large and sustainable through 2030. 

We are increasingly in the camp that AI will deliver real benefits.  In the short term, the ROI on 
capex does not appear to be justifiable, but step by step, applications are emerging that are 
massively increasing productivity, across industries.   

Meanwhile, the dollar has weakened further post WEF Davos, understandably so.  China, India, 
Brazil, Norway have reduced holdings of U.S. treasuries.  Central banks globally are adding to gold 
holdings.  Return of capital is increasingly gaining mindshare over return on capital. 

The U.S. debt continues its sharp ascent, rising by $1 trillion every 3 months.  For context, 
if a person were to spend $50 million every single day… it would take 2,000 years to get to $38 
trillion.   

The Response 

All this has implications for investors globally, from a global trade, global growth, consumer, and 
business confidence perspective.  The global response appears to be an acceptance and 
recognition of the new world order, rapid reconfiguration of alliances, and accelerated discussions 
on bilateral trade agreements and securing supply chain agreements. 

President Xi Jinping is welcoming leaders looking to deepen association with China, including South 
Korea's Lee Jae Myung, Canada's Mark Carney, and Britain's Keir Starmer. India and China have 
also been progressing towards a thawing of relationships.  India and Europe are on the verge of a 
free trade agreement.  Foreign leaders are interested in trade and securing access to critical 
minerals, such as rare earths, with China being the dominant global supplier.   

There are key implications for portfolio and investment strategy.  We start with an evaluation 
of where things stand with respect to tariffs and their impact on global trade, particularly U.S., China 
and India.  
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U.S. Exports Have Been Rising 

 
Source: Ambit Global Private Client, Bloomberg 

 … But Gold Exports Have Been the Primary Driver

 
Source: Ambit Global Private Client, Bloomberg 

  

• How Have U.S. Exports Done Since Liberation Day? 

Services exports are up +7.7% yoy, capital goods +8.9%, consumer goods +14.7%, while 
auto exports are down -3.4% yoy.  Services exports are up around $6b absolute since March, 
consumer goods by $2b, and capital goods flat since March.  So, on an absolute basis, gold 
is the primary contributor.  Net net, U.S. exports are largely where they were in March 
2025.  A weaker dollar has not led to a rise in exports.  U.S. goods exports look good 
optically, until one goes one level lower and finds that the rise in exports is largely driven by 
gold exports.  Gold accounts for roughly 3/4ths of the rise since March 2025. 

U.S. Services Exports Remain Healthy… Capital and Consumer Goods Remain on 
Trend 

 

 

• U.S. Imports Since Liberation Day 

U.S. imports have dropped meaningfully, after a spike around Liberation day.  They are now 
back down to levels in 2024. (see chart below)  
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U.S. Imports Have Dropped Back to 2024 Levels 

 

 The U.S. Trade Balance Has Declined to a Multi Year Low, Led by Gold Exports 

 

• The Rise in Exports Has Led to a Substantial Decline in the U.S. Trade Deficit 

The monthly trade deficit has dropped to $29b, a multi year low, from levels of $80b late last 
year.  This U.S. President was dead set on balancing trade.  Looks like he is well on his way 
to doing so.  However, what also rankled the US. were the perceived benefits being enjoyed 
by countries - China, Europe, Asia, Latin America – at the expense of the U.S.  We’ll look at 
those impacts next. 

• U.S. Imports Are Down Across the Board – Averaging -9% to -42%, China -42%  

U.S. imports are down across the major regions of the world.  Taiwan is a clear exception, 
benefitting from the AI capex wave.  China’s exports to the U.S. are down 42% in 2025 
YTD through November 2025.  India is down 16.3%.  China is the biggest loser in terms 
of lost exports to the U.S. 

• However, Both India and China’s Global Exports Are Up During the Same Period 

While both India and China have lost trade with the U.S., they’ve made up for the loss by 
diversifying trading partners.  India’s total exports Apr – Nov 2025 are up +3.6% versus the 
same period the prior year.  Similarly, China’s total global exports are up +5.2% versus the 
same period the prior year.  China’s trade surplus hit an all time high last month, a record 
$1.2 trillion goods trade surplus, highlighting its manufacturing prowess.  
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 Taiwan a Clear Winner - Exports to U.S. +102% YTD, While Chinese Exports Are 

Down -42% in 2025  

 

Source: Ambit Global Private Client, Bloomberg.  YTD period is Jan – Nov 2025. 

India’s Global Exports are Up +3.6% Since Liberation 
Day 

 
Source: Ambit Global Private Client, Bloomberg 

 China’s Global Exports are Up +5.2% Since Liberation 
Day 

 
Source: Ambit Global Private Client, Bloomberg 

 
 Net net, India and China have had success in re-positioning trade.  India is on the verge of 

signing an FTA with the EU.  While there was a period of re-adjustment, trade for India and 
China appears to be picking up steam, particularly in Nov 2025.   

•  State of U.S. Markets 

All in all, U.S. markets are in surprisingly good shape.  Markets are near all-time highs, up 
20% plus in 2025.  Wealth effects remain strong.  The AI trade appears to be moving along 
nicely.  Both South Korea and Taiwanese exports on semiconductors and exports to the U.S. are 
up strongly. Money supply is rising, good for markets.  The central bank is lowering interest 
rates.  The leading indicators index is rising.  CPI has stabilized at 2.5 – 3.0%.  Other indicators 
are also showing that the markets remain in a healthy place. 
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South Korea Semiconductor Exports Up Sharply

 
Source: Ambit Global Private Client, Bloomberg 

 Taiwan Exports to the U.S. are Through the Roof

 
Source: Ambit Global Private Client, Bloomberg 

   
U.S. Money Supply Rising 

 
Source: Ambit Global Private Client, Bloomberg 

 Dow Transports – Proxy for the Economy – are Rising 

 
Source: Ambit Global Private Client, Bloomberg 

   
U.S. Consumer Sector Doing Well 

 
Source: Ambit Global Private Client, Bloomberg 

 Semiconductor Index is Leading Tech   

 
Source: Ambit Global Private Client, Bloomberg 
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Separately, China, India, Brazil, Denmark Have 
Reduced Holdings of U.S. Treasuries  

 
Source: Ambit Global Private Client, Bloomberg 

 And Russian Oil Exports Remain Steady Despite U.S. 
Sanctions

 
Source: Ambit Global Private Client, Bloomberg 

  

Earnings Update on the S&P 500 and Nasdaq 

Ultimately, earnings drive markets.  S&P earnings growth is picking up, and trending higher.  
With stimulus that will begin to come through in Q1 CY26, and possibly additional rate cuts 
later on in the year, the rally has broadened beyond tech. With tech underperforming in 
the shorter term, evidence of a rotation towards other sectors appears underway. 

Nasdaq 100 earnings are also trending higher, at an impressive pace.  Forward earnings are 
estimated to grow in excess of 20%.  EPS revision momentum has been strong the past few 
weeks, suggesting that the capex led tech wave will deliver earnings. 

 
 

S&P Earnings Momentum Has Picked Up and the Rally Has Broadened Beyond Tech 
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Forward Earnings for Nasdaq 100 are Slated to Rise Over +20% YoY 

 

 
 
 S&P 500 Forward Earnings Estimates are Rising at a Healthy 13.9% YoY, and 12 Month 

Earnings Growth is 12.5% 

 

 

Economic Sentiment is Improving and Not Near a Peak 

 
Source: Ambit Global Private Client, Bloomberg 

 Margin Debt Is Not Yet Near Extremes 

 
Source: Ambit Global Private Client, Bloomberg 
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Record ETF Inflows are Driving S&P 500 Higher  

 

 
 Outlook 

All the drama of 2025 – Liberation day and subsequent tariffs – have led to a decline in U.S. 
imports, but countries like India and China have found alternative destinations and grown 
exports.  Worldwide, countries are negotiating bilateral trade agreements.  Excluding gold, 
there hasn’t been a meaningful improvement in U.S. exports, despite a weaker dollar. 

The U.S. military and tech supply chain remains dependent on China’s rare earth supply.  China 
is winning the AI race on the energy front.  Trust in the dollar and the U.S. has weakened 
substantially.  Europe is no longer the ally and NATO is fraying.  Hard to say the U.S. has 
come out ahead, but markets are doing well. 

Investing in Times of Geopolitical Uncertainty 

At the macro level, we have a declining rules based order, coercion for economic benefit, an 
economic war between superpowers and a fair bit of uncertainty and mayhem.  Moreover, 
perceptions of U.S. treasuries and the dollar as safe havens are shifting tectonically.   

Mag 7 Outlook to Drive U.S. Equities 

The Mag 7 are off to a tepid start in 2026, underperforming all sectors in the S&P 500 as well 
as the S&P 500, Nasdaq 100 and the broader Russell 2000.  This underperformance has been 
ongoing for 3 months.  Should the Mag 7 falter on earnings, or AI tech wave show cracks, a 
sizeable correction could ensue.  That’s not our call; however, tracking Mag 7 earnings 
will remain a dominant investment theme in 2026.   

Focusing on What Matters  

Anecdotally, at the ground level, cloud stalwarts Microsoft, Alphabet, and Amazon probably 
had robust AI enterprise demand in the quarter ended.  Earnings estimates have been rising of 
late.  The U.S. is going to do everything in its power to retain tech leadership, win on AI, 
and keep markets – and the upper end consumer - buoyant.  It will also do everything in its 
power to prevent a meaningful market selloff ahead of midterms, including spiking the punch 
bowl and lowering interest rates.   

Massive ETF inflows into U.S. equities in December suggests the investor is all in as well. 
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Commodities – Copper and Industrial Metals Outlook    

  
 

Besides gold and silver, platinum was up 139% last year, palladium +95% and copper +38%.  
Meanwhile the Mag 7 managed a respectable +22%.  Hard assets are in vogue, as markets 
have sniffed out the U.S., EU and China embroiled in a race to secure reliable resource 
supplies. 

At the head of the list resides copper.  Copper plays a role in electrification, grid buildouts, energy 
transition, AI, infrastructure, EVs, data centers, telecommunications and defence. Copper is the 
essential metal for modern civilization and its usage has accelerated over the past 3 decades.  
Current demand at 28 million metric tons of copper is expected to grow to 38 mmt by 2035.  
Shortages look inevitable. 

Ore grades have fallen by 70%, meaning it takes a lot more effort to extract copper today.  There 
have only been 20 large discoveries between 2010-25, versus 200+ in 1990-2010.  New high-
grade deposits are harder to find, and mine development takes longer due to regulatory hurdles.  
Capex collapsed after 2011.   Estimates of the supply demand imbalance suggest copper demand 
supply imbalance of 6.5 mil tons by 2030.  Global copper demand ~26 Mt today, projected 32–
34 Mt by 2035. Copper shapes up to be a potential bottleneck for grids, EVs, AI data centers, and 
defence buildouts.  It also heralds a shift in focus to real assets.  While gold is the monetary 
metal, and bitcoin is the digital metal, copper remains the dominant industrial metal. 

The consensus assumption, what’s held in past cycles, is that price will incentivize mine 
development. However, it’s not that simple.  Ore grades have declined, time to production has 
tripled from six to 18 years.  A supply response is unlikely to be forthcoming anytime soon. 

Aluminum Substitution 

At $13,000/ton, companies will be forced to switch to aluminum.  Aluminum producers have 
suffered largely due to China flooding the market each time prices rise.  However, China appears 
to have decided dumping and excess capacity for market share gain is not economically sustainable.  
Under the anti-involution framework, China has shifted to discouraging destructive competition and 
chasing sustainable profitability. As a result, companies that survived the last two decades are lean 
and structurally sound.  With massive demand in copper, aluminum is an effective substitute for 
copper and positioned to benefit as well.  

Commodities are increasingly being perceived as strategic assets.  Resource availability will be a 
key determinant of growth as we head into the second half of the decade.  The U.S., Euro and 
China are scrambling to secure access.  It will be good for India to do so as well. 
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 Required scale up in demand from clean energy technologies to 2050 

 

Source: Energy Transition Commission. https://www.energy-transitions.org/ 

Why are Copper & Gold Rising in Tandem? 

Typically, rising copper prices are associated with rising demand and improving economic 
growth.  Gold on the other hand, typically does well during times of crisis.  However, the drivers 
leading both these metals higher today are different than in past cycles.  The action in precious 
metals is linked to de-risking sovereign reserves, declining trust in the dollar, rising debt, global 
stimulus and monetary debasement.  The action in copper, on the other hand, is capital 
rotating into hard assets, as nations scramble to secure supply for increasingly scarce 
resources.    

 

Copper and Gold Are Being Driven by Drivers Today 
That are Different Than in Past Cycles  

 
Source: Ambit Global Private Client, Bloomberg 

 The Copper Gold Ratio Is Not as Relevant Today in 
Interpreting Cross Asset Class Behavior 

 
Source: Ambit Global Private Client, Bloomberg 

https://www.energy-transitions.org/
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 Commodities Price Action Confirms Investment Regime Change 

Political moves are underway to secure access to raw materials, and prevent adversaries from 
access, upend regimes and control supply.  Commodities are front and center and hard assets 
are critical for future economic growth.  Markets sense the regime change, and capital is rotating 
into metals, and hard commodities.  Equally important, unlike prior cycles, the shortages in copper 
look to be structural, with similar patterns are forming in lithium, nickel, uranium.   

Crude, Food, Soft Commodities Providing an Offset to Metals Inflation 

Typically, a rise commodity prices is associated with an overheating economy.  As of this writing, 
there’s limited indication of inflation, either in the U.S. or India.  This is largely because crude oil, 
food, soft commodities are acting as offsets to metals inflation. 

This cycle’s drivers are geopolitics, securing supply chains, AI, and a weak dollar.  Rising inflation 
will be important to watch out for as we move forward in 2026.  The companies that mine copper, 
silver, gold, uranium, and lithium, in secure jurisdictions, are beneficiaries of this new reality. 
Real assets, indispensable for growth, are set to benefit as nations scramble for supply.       
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Precious Metals – Gold and Silver    

  
 

Gold Holdings as a Percent of International Reserves Have Overtaken U.S. Treasuries  

Gold has risen from 9% of central bank reserves in Dec 2015 to 24% as of June 2025.  We’d estimate 
the number to be easily closer to 25% today.  Meanwhile, treasuries have fallen from 33% to 23% today.   

Gold Holdings are Now Larger than U.S. Treasury Holdings in International Reserves 

  

Central Banks Continue to Purchase Gold at a Steady Rate 

  

Source: World Gold Council 

Per the World Gold Council, 75% of central banks plan to continue increasing gold reserves over 
the next 5 years.  Price is not a determining factor for central bank purchases, and once purchased, that 
gold supply is essentially off the market.  One of the reasons gold has retained its status as a store of 
value over at least 2,000 years is that gold supply has typically increased by only around 2% a year, 
the lowest of any metal.  Gold also does not rust, corrode or otherwise depreciate.  

With U.S. public debt increasing at a pace of $1 trillion every 3 months, no solution in sight to address 
the runaway debt train, a President that’s looking for aggressively lower interest rates, rising political 
uncertainty, the drivers for gold remain largely in place. 

Retail and institutional investors have joined the party aggressively.  We are witnessing a shift in how 
gold and silver are being increasingly viewed as a integral part of the portfolio.   
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Silver 

Silver’s story remains compelling.  Silver is a hard asset and critical industrial metal. Industrial demand 
continues to rise.  The U.S. declared silver a critical mineral late last year, necessary for defence.  China’s 
decision to impose export controls is a game changer.  China currently has 60-70% of global 
refining capacity; ergo, the deficit situation in silver is far more acute.   

China is increasingly the driver of physical silver price discovery and its decision to implement export 
controls exacerbates the scarcity of physical silver supplies in developed markets.  
 

 

Source: Metals Focus, metals research consultancy. 

In 2025, there is a supply deficit of about 188 mil oz.  We’re currently in the 5th year of annual deficits, 
and physical supply shortages are starting to be visible.  Newer industries consume increasing amounts 
of silver.  75% of silver mined is a byproduct from copper, lead, zinc or gold.  To date, these mining 
companies have derived limited revenue from silver.  Prices between physical silver in China and paper 
prices in the West are beginning to diverge meaningfully.  China and India have been aggressive buyers 
of silver, with large buyers opting for physical delivery, creating massive stress on exchanges.    

 
 
  



 

PRIVATE AND CONFIDENTIAL. NOT FOR CIRCULATION | ISSUE 65 | JAN 2026 | PAGE 16 

Know the Now 
 
 Expected Further Rate Cuts in 2026 Are an Additional Driver for Gold 

 

We shared this chart (above), many months ago.  As the U.S. pushes to aggressively ease interest 
rates further, it will add further upward pressure on precious metals. 

The Shifting Role of Gold & Silver 

Gold fits the broader narrative both as the ultimate store of value and protection against currency 
debasement, playing a role as the asset of last resort.   

Silver is being driven by significant upcoming demand across emerging industrial applications.  
Industrial consumption has been rising rapidly. Silver is also emerging as a key resource – 
alongside rare earths and copper - in a resource war where global economic hegemony could be 
determined by resource controls. As President Trump stated a few months ago, “Whoever owns 
the gold makes the rules”.  
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India - Fixed Income   

  
 

Overall financial conditions continue to remain benign, with some tightening across the long 
end of the curve.  The g-sec curve has shifted higher at maturities 3 years and longer, going out to 
30 years.  Corporate bond yields have risen on the shorter end of the curve.  

From a macro perspective, yields are sniffing the possible nearing of the end of the RBI rate cutt 
cycle.  With flash economic indicators (covered in the India equities section – next) showing a 
recovering economy, the impetus for continued rate easing has dissipated.  Four firms are 
forecasting an additional rate cut in Q1 CY26, while the bulk are forecasting a pause.   

Separately, bonds are possibly sniffing out early risks of inflation in the pipeline from soaring metals 
prices.  5 and 10 year corporate bond yields have been heading higher since November.  The term 
spread on g-secs has steepened in the past 3 months as well.   

Banking system liquidity has remained largely in surplus.  To offset transient liquidity tightness, 
the Reserve Bank conducted variable rate repo auctions. With the aim of injecting durable liquidity 
into the system, the Reserve Bank also conducted open market operation (OMO) purchases of 
government securities amounting to ₹1 lakh crore and 3-year swaps in December.  

India will scale back the issuance of longer-maturity bonds over the next six months, as demand 
from insurance and pension funds shows signs of easing.  The government cut the issuance of  

The G-sec curve Shifts Higher on the Long End  

 
Source: Ambit Global Private Client, Bloomberg 

 Short Term Corporate Bond Yields Retracing Higher 

 
Source: Ambit Global Private Client, Bloomberg 
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5 Year Corporate Bonds Yields Are Up 50 bps~  

 
Source: Ambit Global Private Client, Bloomberg 

 10 Year Corporate Bond Has Retraced Its Move Lower 

 
Source: Ambit Global Private Client, Bloomberg 

   
Systemic Liquidity Has Largely Remained in Surplus

 
Source: Ambit Global Private Client, Bloomberg 

 OIS Swap Rates Moving in Lockstep with G-Sec Higher 

 
Source: Ambit Global Private Client, Bloomberg 

 
 

long-dated bonds based on market feedback, while increasing sales in the three-year tenor.  
Demand from insurers — traditionally the biggest buyers of sovereign debt — is fading as post-
Covid buying momentum wanes. Some of India’s largest pension funds are also cutting back 
purchases after rule changes allowed them to boost equity exposure. 
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10 Year G-Sec vs Corp Spread is at Long Term 
Average 

 
Source: Ambit Global Private Client, Bloomberg 

 G-Sec Corporate Spreads Wider on the Short End 

 
Source: Ambit Global Private Client, Bloomberg 

 
 

The 2 year g-sec is indicating the RBI’s rate cut regime is over.  The spread between the 2 year g-
sec and the repo rate now sits at the long-term average.  Bonds are factoring in rising risks of global 
tensions, potential inflation in the pipeline, and higher tariffs, while also factoring in a nascent 
recovery that began around Diwali in the domestic economy, the improving condition of the 
Indian consumer, and improving economic data. On a cumulative basis, new corporate bond 
issuances remained higher in the current financial year than so far the same period last year. 

2 Year Repo Spread is at the Historical Average 
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Improving Credit & Deposit Growth Heralds a New Credit Cycle and Improving Consumer 
Balance Sheet 

 

Breakdown of Liquidity Conditions 

  

Source: RBI 

Budget Math 

India’s bond traders await the budget on Feb 1st and so far the math looks challenging.  India’s 
borrowings are set to rise as the government faces record debt repayments of more than $60 
billion.  With the easing cycle now nearing an end, the market’s outlook likely will be driven by the 
government’s adhering to fiscal discipline.   

Credit Trends 

Credit growth in scheduled commercial banks picked up pace during November, and bank 
deposits, registered a significant pickup in growth as well.  Total flows of financial resources to the 
commercial sector have remained strong, bolstered by robust non-bank flows. Non-bank sources 
− corporate bond issuances and foreign direct investment to India − showed a marked increase in 
the year. 
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 Capex 

Capex trends remain healthy across key ministries, which together comprise 90% of capex spend.  
Defence and communications have seen significant increases in allocation, while the largest ministries 
– transportation and railways – saw their capex commitment intact and higher year over year.  Finance 
continues to show strong commitment by the government.  Road transport spend is up +21% year over 
year.  Capex trends stand at 49.3% of budgeted during H1, higher than 37.1% during H1:2024-25.  

Defence and Communications Have Witnessed a Strong Increase, Alongside Transport 

  

Source: Union and Budget documents. 

Transmission 

Of the 100 bps in rate reduction during Jan – Oct 2025, Public and PSU banks have delivered 70 to 
74 bps in lending rate reductions on fresh money loans, but only 57 to 68 bps on outstanding loans.  
Meanwhile, they’ve transmitted the entire drop on deposit rates.  

 

 

Source: RBI 
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India Equities   

  
 

Bank credit growth is surging, up +14.5% YoY, a sign that the government’s tax cut, GST cut 
and RBI’s rate cuts are transmitting to the consumer.  A credit rally that paused in early 2024, as 
inflation and an economic slowdown began to take a toll, appears to be unfolding. 

Credit to Commercial Sector is Up 14.5% YoY 

  

Credit growth has surged higher. Deposit growth has also picked up pace, up 12.7% YoY 

  

 

Bank credit growth strengthened across key sectors in October, namely, industry, services, MSMEs, 
as well as vehicle parts, power, engineering, metals products, chemicals and mining. 

The improvement in industrial credit growth was driven by growth in credit to micro, small and 
medium enterprises (MSMEs). The credit to the services sector recorded strong double-digit growth.  
Bank lending to NBFCs rose sharply. 
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Credit to Industry +9.8% YoY 

 
Source: Ambit Global Private Client, Bloomberg 

 Credit to Medium Industry +15.7% YoY 

 
Source: Ambit Global Private Client, Bloomberg 

   
Credit to MSME +24% YoY 

 
Source: Ambit Global Private Client, Bloomberg 

 Credit to Services +11.7% 

 
Source: Ambit Global Private Client, Bloomberg 

 
 

 

Notably, loans against gold surged and continued to record triple-digit growth rates.  Despite 
the high growth rate, the share of gold loans in overall non-food credit remains low.  Commercial 
real estate borrowing remained robust, +12.6% YoY, indicating healthy activity in the 
commercial real estate sector. 
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Credit from Non-Bank Domestic Sources was Strong, up +27% YoY for the YTD period to 
November 2025 

  

Source: RBI 

Rural and Urban Unemployment Fell in November, and the Naukri JobSpeak Index Surged 

  

The Auto Sector is Soaring, Alongside Crude & Finished Steel Production 
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Signs of Rising Disposable Income in Improving Domestic Air Passenger Traffic 

 

PMI Services Remains Healthy, Alongside Strong CV Sales & Rising Port Cargo Traffic 

 

Current Quarter Earnings  

Early earnings indications look promising, particularly for mid and small caps.  Large cap IT 
companies have continued to struggle, as expected, and are a headwind to index performance. 
What’s clearly evident is that there are a host of companies across industries delivering stellar 
results. 

On a consolidated basis, with 132 companies reporting so far, sales are up a respectable 12.8% YoY.  
However, earnings are up a paltry 7.1%.  That’s at the index level results.   

However, exclude the six largest companies – IT majors and 2 private banks and Reliance - and the 
numbers pop to +22.2% YoY profit growth and 10.2% YoY sales growth.  78/132, or 59% have 
delivered 15% or greater profit growth YoY, and 72/132, or 55% have delivered better than 20% 
profit growth.  That’s a large pool of growth companies for investors to work with.  The bulk of these 
companies, 61 or so, are small caps. Our early take is that earnings appear to be on the upswing.   

We’ve shared a number of data points over the past 2-3 months highlighting improvements in Diwali 
sales, electronics sales, auto sales over the past couple of months, highlighting an emerging, resilient 
consumer. 

Inflation Watch – Crude and Soft Commodities Providing Offset to Rising Metals Prices 

Metals prices - such as copper, tin, zin, aluminum - have soared in recent months. (table in appendix).  
As the charts below demonstrate, spikes in copper and metals are a challenge for equity profit margins 
as well as top line.  In 2006, a spike led to a sell-off, after which the market resumed its euphoric 
march higher.  So far, inflation in India remains far below trend, aided by low crude oil, low food 
inflation and low soft commodity inflation, which are providing offsets to rising metals inflation. 
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Spikes in Industrial Metals Have Coincided with Market Peaks 

 

For now, we believe inflation remains contained, but remain watchful.  Should there be a 
reversal in crude, that would be a cause for concern. 

Market Stats 

It’s been an ugly market for Indian equities.  Only 13.6% of stocks are within 10% of their 52 week 
highs.  75.2% are down at least 20%, and 41.9% of stocks are down at least 30%.  The numbers 
from all time highs (Oct 16, 2024) would be much worse, we reckon.  The angst being 
experienced by the retail investor is real. 

75.2% of the NSE Equity Universe Remains in a Bear Market (Down 20% from 52 Week 
Highs)… 41.9% Are Down 30% or More 
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 New IPO Supply Continues to Pull Flows from Secondary Market 

Per our analysis, some 25 lakh crore worth of IPOs have come to market since 2023. 

    

 

New IPO supply continues to pull flows from listed equities.  So far, some 25 lakh crore has piled 
into IPOs since 2023.  The IPO lineup for 2026 remains packed as well.  This, alongside FI selling, 
are the two primary headwinds to better performance in Indian equities. 
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Outlook - India    

  
 

Managing Uncertainty  

The investment regime shifted in 2025 and will continue to shift in 2026.  Forecasting is 
fraught with complexity.  Historic relationships are breaking down and new alliances forming.  
Globally, there is a race being fought for AI dominance and resource security.   

Commodities and equities are rising together.  We’re witnessing capital rotation, out of dollar 
denominated treasuries into hard assets.  Global macro volatility looks likely to persist; but like 
2025, opportunities for strong performance will continue to present themselves. 

India Equities – A U-Shaped Recovery That is Testing Investor Patience 

Not all downturns are the same.  There are V-shaped sharp sell-offs such as Covid 2020 and IL&FS 
2018 that are triggered by exogenous shocks, and the recovery is rapid.   

In a V shaped sell-off, government and central banks usually step in with massive liquidity injections 
or stimulus.  The bottom is typically short-lived.  Meanwhile, in a U-shaped slowdown, boredom is 
the killer.  Liquidity slowly exits the system and the government doesn’t step forward in a big way.  
Investors give up not because of fear, but boredom and impatience and a belief that the 
equity market is not going to recover any time in the visible future.  The painful mistake here is to 
capitulate, typically just as markets start to show signs of recovery. 

Markets are within striking distance of all-time highs. If you’ve been aligned with our advice, we 
turned cautious and reduced weights in Oct 2024, and raised weights in Mar 2025, it’s been a lot 
easier.  However, many retail investors have not done well in this correction, chasing small, micro, 
startup stocks at the peak in 2024. 

Index level returns, especially for large caps, could remain muted, impeded by sectors 
such as IT that aren’t delivering growth.   

Portfolio Strategy 

At times like these, it’s important to focus on the aggregate earnings growth of the portfolio, 
and valuations reverting lower.  If yes, price will catch up with earnings once the cycle turns.  Slow 
markets are also a good time to rebalance portfolios away from stocks without earnings delivery.   

There is usually a bull market going on somewhere.  In 2025, it was precious metals, REITs, InvITs, 
emerging markets, U.S. tech.  Clients that took our advice on gold and silver in March 2024, April 
2024 have enjoyed strong gains, and healthy portfolio performance. 

Cap Preference  

However, early indications on earnings suggest strong results coming through for mid and 
small caps.  In particular, we appear to be making progress towards a bottom in small caps.  
Mid caps look set to deliver consistent growth.    

Opportunities exist across the cap structure.  Stock selection and selectivity will drive performance.  
Passive strategies are likely to underperform competent, experienced active managers.  
Incidentally, we’d note that concentrated stock selection has been critical in driving U.S. tech returns 
for years.   
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Resiliency & Diversification 

Looking ahead, resiliency and diversification are the two portfolio construction factors we would 
focus on with respect to portfolio construction.  Diversification ensures multiple investment streams, 
ideally non-correlated, that work in tandem to deliver smoothed out, positive performance year after 
year. Key tactical opportunities, should they present themselves, can deliver additional alpha. 

By resiliency, we think the portfolio core should be investments that have structural tailwinds, quality, 
earnings visibility and sound management.  Additional allocations can be added that bring in 
geographical diversity, broader asset class and sector exposure.  Today, the ideal means of adding 
resiliency would be hard assets, infrastructure assets.  Additional diversification is increasing 
available in AI/ tech plays. 

If your portfolio performance has struggled in the last few quarters, please do schedule a 
conversation with your Ambit GPC wealth advisor, and we’d be delighted to work with you on 
structuring a portfolio strategy that aligns with your goals and objectives, and delivers reliable returns 
across market cycles, while limiting downside volatility. 

Sector Preference 

We continue to prefer PSUs, metals, precious metals, capital markets, defence, select consumer 
(luxury segment), credit, mid and small cap AI and tech related, financial services, industrials, 
materials.  Structurally interesting opportunities in emerging sectors, such as automation, drones, 
semiconductors etc are harder to come by but remain on the list. 

Despite global perceptions to the contrary, India remains well placed on AI. While India’s not 
leading on LLM models, India’s strength is going to be deploying and operationalizing AI in real 
world business systems, reliably and consistently, at scale.  Indian startups are focused on AI apps 
that solve specific enterprise problems, reliably and consistently. 

 
  



 

PRIVATE AND CONFIDENTIAL. NOT FOR CIRCULATION | ISSUE 65 | JAN 2026 | PAGE 30 

Know the Now 
 
Key Calls from Past Commentaries    

 

 

Know the Now – Tactical Asset Allocation Views – Timeline 
 

 
 
 
  

• Hedge in March 2020, Exited Hedge at the Bottom March 24, 2020 

• Neutral Summer 2020 

• Bullish Fall 2020 – Nov 2021 

• Cautious Nov 2021 – Expected a 10-15% Correction 

• Bullish equities in June 2022, reiterated in April 2023 post the Regional Bank crisis 

• Recommend O/W in Mid & Small Caps in Apr 2022, Reiterated in May 2023 

• Reduced weight in equites to close to Neutral in Oct 2024 

• Increased weight in equities in early March 2025 

“ 
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Ambit Global Private Client - Asset Allocation & Investment Committee 

The Ambit GPC Asset Allocation & Investment Committee (AAIC) is a group comprised of the CEO, Head of Products and 
Alternates, Chief Investment Strategist and Head of Fixed Income (listed below). The team has over 100 years of collective 
investment experience in markets.  The AAIC meets monthly and as necessary during periods of market volatility to discuss the 
economy and markets. The committee determines the investment outlook that guides our advice to clients. The AAIC continually 
monitors developing economic and market conditions, reviews tactical outlooks and recommends asset allocation model changes, 
as well as analysis, investment commentary, portfolio recommendations and reports. 

 
Tactical Allocation Weights Vs Strategic 

 
Wealth Profiles - Summary 

Strategic Asset Class Weights by Profile 
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Tactical Asset Class Rationale 

Equities Over Weight Rationale 

India 
Equities 

Over Weight 

We reduced our equity exposure to close to neutral in October 2024, and raised our equity exposure to 
over-weight in early March 2025. We will look for additional color on earnings to determine if a further 
increase in weights is warranted.  Mid-caps have impressed on earnings. We continue to hold a preference 
for small and mid-caps for moderate to aggressive investors, based on superior earnings growth, and 
attractive bottom up opportunities in emerging industries.   

U.S. 
Equities 

Selectively 
Positive  

Indian HNI portfolios are dramatically underweight U.S. equities.  Diversification provides strong portfolio 
optimization benefits, particularly technology growth stocks with large barriers to entry and global 
leadership, and emerging technologies such as robotics and automation.  We recommend staggered 
accumulation. 

Europe  
Selectively 
Positive 

Growth in India, emerging markets is likely to outpace European growth over the longer term.  We are 
selectively positive on European defence and infra. 

Emerging 
Markets 

Over Weight 
Emerging markets such as Taiwan and Korea, are attractive long-term growth stories.  Both are well poised 
to ride the AI, robotics and automation technology waves.   

Hedge 
Funds 

Under Weight 
Hedged portfolios provide an attractive complement to equity portfolios, providing a diversifying non-
correlated asset class that enhances risk adjusted return.  We are under-weight given lack of attractive 
opportunities in the category. 

Long 
Short  

Over Weight 
Long short funds (absolute return) that consistently deliver post-tax 8% returns are a worthy consideration 
for portfolios.  The environment remains favourable for L/S strategies. We remain over weight. 

Fixed 
Income 

Slight U/W Rationale 

Duration 
Gradually 
Reduce 
Exposure 

Duration portfolios have delivered on the expected rate cuts and interest rate declines. However, with 
uncertainty around tariffs, inflation, we would look to reduce duration exposure.  An additional rate cut or 
possibly two from the RBI is largely expected.  However, predicting interest rate movements is a difficult 
task with many variables at play.  With the economy showing signs of recovery, the likelihood of continued 
rate moves lower appear less likely. 

Accrual 
Selectively 
Positive 

Accrual space offers good opportunity to lock in yields. Investors will enjoy good returns based on their 
ability to lock in spreads in quality papers available currently. Dual advantage of constant high spread and 
roll down will result in good returns. The near and belly of the curve offers good options for investors. 

Credit 
Risk 

Selectively 
Positive 

Rich pickings are available in credit space of lesser understood / lesser known issuers and they offer 
attractive risk reward opportunities for risk savvy investors.  Post RBI change in norms for NBFCs, spread 
widening for certain subsectors is likely. While there could be higher returns, they will come with higher 
risks too and investors are cautioned to be mindful of same while taking advantage of richer pickings 
available. 

REITs 
Selectively Over 
Weight 

Real estate investment trusts (REITs) lagged in 2020 and 2021 due to the impact of Covid on retail and 
urban office space. However, REITs recovered in 2022. During an uncertain and inflationary environment, 
REITs offer an attractive inflation hedge that provides exposure to fixed assets.  We recommend exposure 
be considered only with strong due diligence on a case by case bottom up basis. 

InvITs Over Weight 
Infrastructure Investment trusts offer an attractive opportunity to invest in diversified portfolio of assets 
generating an attractive yield through regular income distribution 

Alternate 
Strategic 
Weight 

Rationale 

Private 
Unlisted 

Selectively 
Positive 

We are selectively positive and expect significant value and wealth creation in the unlisted space in India 
primarily led by Technology, Financial and New Age Consumption companies. 
Our Direct Deal Thesis focuses on late stage companies with significant market share & profitability and 
our Manager Selection in early stage investments focuses on fund managers with established track record 
across cycles. 

Precious 
Metals 

Over Weight Rationale 

Gold  Over-Weight 
We moved to over-weight in Gold in April 2024. Gold has delivered stellar returns as a hedge against 
inflation, debasement of the US dollar, and concerns on rising US debt and interest payments.   

Silver Tactical  
We are over-weight Silver as a tactical call, on the rising demand for the metal in industrial production, 
demand outstripping supply and the Gold/Silver ratio being much higher than the historical long-term 
average. 
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Global Index Performance 
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Select U.S. and India Leadership 

 
Note: Shaded stocks are Mag 7 
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Nifty Sectors & Factors 
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Crude Oil & Commodities 

 
 

Gold & Precious Metals, Bitcoin, Dollar 
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Interest Rates 

 
 

Interest Rates – Global 
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Currency 

 
 

Annual Index Returns - India – Large, Mid, Small and Micro Caps 

 
Data as of Dec 31 2024 
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Ambit GPC Wealth Profiles - Strategic Weights 

The Ambit GPC Asset Allocation & Investment Committee (AAIC) provide guidance on asset allocation via our wealth profile 
models below. The models are listed on a scale of rising return and rising risk and represent the most common investor profiles 
that we base our portfolio construction around. 
 
 
Wealth Conservation Income 

  
Balanced Growth Moderate Growth 

  
Aggressive Growth 
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Ambit Global Private Client - Asset Allocation & Investment Committee    

  
 

The Ambit GPC Asset Allocation & Investment Committee (AAIC) is a group comprised of the CEO, 
Head of Products and Alternates, Chief Investment Strategist and Head of Fixed Income (listed 
below). The team has over 100 years of collective investment experience in markets.  The AAIC 
meets monthly and as necessary during periods of market volatility to discuss the economy and 
markets. The committee determines the investment outlook that guides our advice to clients. The 
AAIC continually monitors developing economic and market conditions, reviews tactical outlooks 
and recommends asset allocation model changes, as well as analysis, investment commentary, 
portfolio recommendations and reports.  

Amrita Farmahan    Mahesh Kuppannagari    Sunil A. Sharma 

CEO      Head – Products & Advisory   Chief Investment Strategist 

Amrita.farmahan@ambit.co   Mahesh.kuppannagari@ambit.co   Sunil.sharma@ambit.co  

mailto:Amrita.farmahan@ambit.co
mailto:Mahesh.kuppannagari@ambit.co
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Publications    
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Disclosure    

 
General disclosures 

This presentation / newsletter / report is strictly for information and illustrative purposes only and should not be 
considered to be an offer, or solicitation of an offer, to buy or sell any securities or to enter into any Portfolio 
Management agreements. This presentation / newsletter / report is prepared by Ambit Wealth Private Limited (AWPL) 
strictly for the specified audience and is not intended for distribution to public and is not to be disseminated or circulated 
to any other party outside of the intended purpose. This presentation / newsletter / report may contain confidential or 
proprietary information and no part of this presentation / newsletter / report may be reproduced in any form without 
the prior written consent of AWPL. If you receive a copy of this presentation / newsletter / report and you are not the 
intended recipient, you should destroy this immediately. Any dissemination, copying or circulation of this 
communication in any form is strictly prohibited. This material should not be circulated in countries where restrictions 
exist on soliciting business from potential clients residing in such countries. Recipients of this material should inform 
themselves about and observe any such restrictions. Recipients shall be solely liable for any liability incurred by them 
in this regard and will indemnify AWPL for any liability it may incur in this respect. 

Neither AWPL nor any of their respective affiliates or representatives make any express or implied representation or 
warranty as to the adequacy or accuracy of the statistical data or factual statement concerning India or its economy or 
make any representation as to the accuracy, completeness, reasonableness or sufficiency of any of the information 
contained in the presentation / newsletter / report herein, or in the case of projections, as to their attainability or the 
accuracy or completeness of the assumptions from which they are derived, and it is expected that each prospective 
investor will pursue its own independent due diligence. In preparing this presentation / newsletter / report, AWPL has 
relied upon and assumed, without independent verification, the accuracy and completeness of information available 
from public sources. Accordingly, neither AWPL nor any of its affiliates, shareholders, directors, employees, agents or 
advisors shall be liable for any loss or damage (direct or indirect) suffered as a result of reliance upon any statements 
contained in, or any omission from this presentation / newsletter / report and any such liability is expressly disclaimed.  

This presentation / newsletter / report is exclusively for Non-Broking Products/Services where AWPL is just providing 
services/distributing a Product as a Distributor. All disputes with respect to the distribution activity, would not have 
access to Exchange Investor Redressal Forum or Arbitration Mechanism. 

You are expected to take into consideration all the risk factors including financial conditions, Risk-Return profile, tax 
consequences, etc. You understand that the past performance or name of the portfolio or any similar product do not in 
any manner indicate surety of performance of such product or portfolio in future. You further understand that all such 
products are subject to various Market Risks, Settlement Risks, Economical Risks, Political Risks, Business Risks, and 
Financial Risks etc. You are expected to thoroughly go through the terms of the arrangements / agreements and 
understand in detail the Risk-Return profile of any security or product of AWPL or any other service provider before 
making any investment. You should also take professional / legal /tax advice before making any decision of investing 
or disinvesting. AWPL or its associates may have financial or other business interests that may adversely affect the 
objectivity of the views contained in this presentation / newsletter / report. The strategy of the portfolio selected at the 
time of investment the performance of your portfolio may vary from that of other investors and that generated by the 
Investment Approach across all investors because of the timing of inflows and outflows of funds; and differences in the 
portfolio composition because of restriction and other constraints 

AWPL does not guarantee the future performance or any level of performance relating to any products of AWPL or any 
other third-party service provider. Investment in any product including mutual fund or in the product of third-party 
service provider does not provide any assurance or guarantee that the objectives of the product are specifically 
achieved. AWPL shall not be liable for any losses that you may suffer on account of any investment or disinvestment 
decision based on the communication or information or recommendation received from AWPL on any product. Further 
AWPL shall not be liable for any loss which may have arisen by wrong or misleading instructions given by you whether 
orally or in writing. Investments are subject to market risks, read all product/ Service related documents carefully. 

 


