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India Equities – Strong Credit Cycle Unfolding, Signs of Private Capex    

  
 

• A Strong Credit Cycle is Unfolding – credit is surging, up 14.5% YoY, another sign 
that the government’s tax cut, GST cuts and RBI’s rate cuts are transmitting to the consumer.  
Credit growth is accelerating at the fastest pace in nearly two years.  

• M3 Money Supply is up ~+12% YoY versus an expectation of 10.7%.  Broad money in 
the economy is growing faster than expected; in other words, liquidity is rising, supportive 
of growth. 

• Rising Private Capex Investment - Corporate India’s capex has accelerated to +13.1% 
— a six year high — confirming the credit cycle and suggesting a private investment revival, 
finally. Multiple sectors are leading the way, across autos, power, construction, mining, 
metals, cement, infra, SMEs, and financial services. 

• Strong Operating Earnings – Not evident in at Index Earnings but There 
Nonetheless… We share operating earnings for Nifty 50, Nifty Midcap 150 and Smallcap 
250.  Across indices, operating earnings – the purest measure of operating performance 
– have been strong, and stellar for midcaps and small caps. (tables on next page). 

• Strong Auto Sales – Strong auto sales are indicative of a healthy consumer.  Total vehicle 
registrations were up +17.6% in Jan ’26, CVs +15.1%, Tractors +22.9% and 2 
wheelers +20.8%.   

 
Auto Sales Reported a Strong January 

 
Source: Ambit Global Private Client, Bloomberg 

 …LCVs +14.9% Bode Well for Infra Investment 
Trends 

 
Source: Ambit Global Private Client, Bloomberg 

 
  



 

PRIVATE AND CONFIDENTIAL. NOT FOR CIRCULATION | ISSUE 66 | FEB 2026 | PAGE 4 

Know the Now 
 

Credit Growth Is Accelerating, +14.6% YoY 

 
Source: Ambit Global Private Client, Bloomberg 

 … Credit to NBFCs is Up +15.1% YoY 

 
Source: Ambit Global Private Client, Bloomberg 

   
Industry Credit Growth is Finally Reviving, +13.3% YoY 

 
Source: Ambit Global Private Client, Bloomberg 

 Power Sector Credit is Surging, Thanks to AI  

 
Source: Ambit Global Private Client, Bloomberg 

   
Rural Agri Credit is Up +12.1% YoY 

 
Source: Ambit Global Private Client, Bloomberg 

 Credit for Auto Loans is Surging, +16.5% 

 
Source: Ambit Global Private Client, Bloomberg 
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Credit for MSMEs is Up a Shocking +31.0% YoY 

 
Source: Ambit Global Private Client, Bloomberg 

 Credit to Medium Industries +20.4% 

 
Source: Ambit Global Private Client, Bloomberg 

 
Nifty 50 Companies Have Delivered Strong Top Line Growth, +11.3% YoY 

 

Midcaps Have Delivered Strong Top +14% (ex Energy) and Bottom Line +19.0% YoY 
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Small Caps Have Delivered Equally Impressive Earnings Growth, +18.7% YoY 

 

 • Earnings Drive Equity Returns - Over the long run, equity performance is driven mainly by 
earnings growth. When economic growth is strong, and end user demand is healthy, a 
virtuous cycle emerges: corporations invest as high ROI opportunities are visible, leading to 
rising wages which support consumer spending, which lifts corporate revenues and earnings. 

India Sports Best in Class Profit Margins Vs Key Asian Economies 

 

The Nifty’s PE Valuation Premium vs EM Has Collapsed to Covid Lows 
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Nifty Valuation Premium vs World PE is Also at Multi-Year Lows 

 
• India Valuation Premium Has Collapsed – Through a combination of earnings growth, 

which has lowered valuations domestically, and strong performance by emerging markets, 
India’s valuation premium has shrunk to historical lows.  The India growth story, is now 
available at par with DM and EM valuations, while delivering stronger, consistent, 
structural, non-cyclical earnings growth (unlike semiconductors and memory). 

The Nifty’s PE Valuations Are at the Bottom End of the Range Since 2016 (ex Covid) 

 

Midcap Forward PE Valuations Are at An Attractive 28 Times Forward  
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Nifty 50 EPS is on an Upward Trajectory Since Sep ‘25 

 
Source: Ambit Global Private Client, Bloomberg 

 … Midcap Earnings Estimates are Soaring  

 
Source: Ambit Global Private Client, Bloomberg 

 
 

Auto Export Prospects Brighten  

Current auto sector earnings showed strong export sales, especially in the 2-wheeler 
segment.  Key suppliers expect a large share of the $13 billion in auto component exports to 
the U.S. will qualify for a lower tariff band once the agreement rolls into effect.  Indian suppliers 
remain better positioned than many Asian peers, and the signing of the European FTA improves 
export visibility further, looking into 2027. 

GCC Boom in India 

GCCs are the real hiring engine right now, growing 3 to 4 times faster than traditional IT 
services firms.  A structural shift is underway: Global companies are choosing captive GCCs, 
which have been instrumental in keeping services momentum strong in the country, as well as 
providing a growth offset to slowing hiring in the IT sector. 

 
Auto Sector Has Resumed Its Strong EPS Growth Trend 

 
Source: Ambit Global Private Client, Bloomberg 

 PSU Banks Have Delivered Strong EPS - 3X Since 
2020 

 
Source: Ambit Global Private Client, Bloomberg 
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Infra Continues to Deliver Consistent EPS Growth 

 
Source: Ambit Global Private Client, Bloomberg 

 Metals Sector Earnings Estimates Are Rising Sharply 

 
Source: Ambit Global Private Client, Bloomberg 

 
 

Currency – Advantage India 

Finally, the Indian currency has depreciated against the dollar, while currencies in competing 
hubs — including China, Japan and much of EM — have strengthened.  Add the two and 
sourcing decisions swing in India’s favor. 
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U.S. – Hype, Fear and Group-think    

  
 

• A Brutal Sell-off in the U.S. – U.S. Investors entered 2026 fully deployed, with record low 
cash positions, minimal hedges, and strong conviction in the tech wave, led by Mag 7 capex 
investment plans.  Announcements by Anthropic and a karaoke firm morphed into an AI 
logistics firm unleashed fear of massive disruption, with markets deciding the threat to software 
firms was existential.  The fear-based selling spread to wealth managers, brokers, tax software 
firms, insurance et al.  The damage has been deep.  Jaw dropping sell-offs have become par 
for the course, occurring in Japanese equities (Aug ’24, Mar ‘25), bitcoin (Nov ’25, Jan ’26), 
silver (Jan ’26) and now U.S. tech stocks (Feb ’26). 

The Sell-off in U.S. Tech Stocks Has Been Brutal 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

• The Hype - Investors that were cheering massive capital spending by tech giants as driving 
the U.S. economy, are now questioning the payoff timeline for the Mag 7 on AI.  In the same 
breath, investors decided that software companies such as Salesforce and Shopify will go out 
of business because of the impact of AI.  Which one is it?  

• The Evidence is Lacking - AI is without doubt a productivity boosting tool. Companies 
are investing hundreds of billions of dollars.  One would think there would be a notable rise 
in revenue growth, improving margins, earnings acceleration.  

While Mag 7 revenue growth of 19.1% YoY and earnings growth of 24.7% YoY remains 
impressive, there’s limited evidence of an AI led uptick at least in the Mag 7 financials. 
The firms that are benefitting are the picks and shovels providers.  Semiconductors and 
memory have delivered strong earnings growth and price performance.    
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Mag 7 Revenues Are Largely at 10Y Average Growth 
Rates 

 
Source: Ambit Global Private Client, Bloomberg 

 … And Earnings While Healthy, are Decelerating 

 
Source: Ambit Global Private Client, Bloomberg 

 
• The IPOs – So from our perch, our view – echoed by Mohandas Pai and others – is that the AI 

hype machine is convenient for companies looking to raise billions. Anthropic, xAI and 
OpenAI are all eyeing IPOs in the near future, or alternatively fund raises.  The hype machine is 
alive and well.  The anxiety is hypothetical and imagined. ServiceNow Inc. and Salesforce Inc. 
haven’t missed earnings numbers.  Nor is there evidence that AI is causing loss of customers or 
disruption. 

• Job Losses? Headcount at Hyperscalers - Microsoft’s headcount is unchanged or slightly higher 
since 2022.  Meta’s employee headcount has risen from 66,185 in Sep 2023 to 78,450 in Sep 
2025, up 18%.  Google’s headcount has risen from 180,000 in Mar ’24 to 190,167 in Sep 25, up 
5.6%.  Despite announcements and perceptions of massive layoffs at these firms … the reality is 
not borne out in the numbers. 

• Sell-off is Overdone - The sell first, ask questions later moment is overdone. AI tools such as 
Anthropic’s Claude Cowork cannot compete with underlying core corporate systems, with 
multiple databases, which have been working reliably for years with complex, unique workflows.  
Why would a firm trust a software that has even a 0.001% chance of hallucinations for core system 
applications.  Not to mention AI infra is insanely expensive with significant risk of failure.     

• AI’s Track Record - We were supposed to witness the end of human programmers by 2026.  
Anecdotal evidence suggests that is definitely not the case.  We were supposed to witness the 
advent of Agents that would take over our tasks by Fall of 2025.  That has not happened.  Robots 
were expected to start taking over household chores in summer of 2025.  That has not happened.  
Meanwhile, Bloomberg reported this week that some large AI players are now paying experts $1000 
an hour to train their LLM models.  AGI is not around the corner.   

• Reality rests somewhere in the middle.  AI is a transformative technology with many examples 
of productivity enhancements.  C-suites across nine industries racing to wire it into their business 
cores and 36% making it their top priority, driven more by fear of disruption than promise of growth 
or head-count cuts, a Bloomberg Intelligence survey finds.  Industries cite a shortage of AI 
infrastructure as a roadblock, dispelling fears of excessive build-out and talk of an AI bubble.  But it 
is unlikely to replace entrenched mission critical applications. Notions it will take over the 
software, wealth, brokerage, insurance world are premature. The selloff is an overreaction. 

• Secondly, the Mag 7 continue to deliver impressive earnings growth and continue to be 
well positioned.  Rumors of their demise are also in our view, overdone.  With a trailing P/E of 
roughly 34 times, earnings growth of 24.7%, and a premium for dominant positioning, we think the 
numbers are close to fair value and under their historical mean. 
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• The Opportunity - The opportunity lies with the picks and shovels providers to this massive tech 
wave, and with entities with the expertise to engineer applications that enhance productivity at the 
individual corporate level.    

• Manic Market – Stepping back, we’ve witnessed buying frenzies in crypto, quantum computing, 
rare earths, semiconductors, memory, data centers, space, optics etc. over the past couple of years, 
as well as sharp sell-offs. Investors continue to exhibit manic behavior.  

Outlook  

• High volatility – 2026 is shaping up to be another high volatility and high uncertainty year, with 
an incoming Fed Chair, mid-term elections, new conflicts and threats of conflicts, uncertain 
economic policy, uncertain investment outcomes, and fears of disruption. 

• Capex, AI Integration & Jobs - Fears of massive job losses appear to be misplaced.  AI will 
enhance productivity, so lower skill job growth will be impacted.  Instead, significant capex 
spending will drive growth in new industries, data centers, power, energy, networking, corporate 
AI implementations, construction, infra etc. That’s what has been true of past technology waves and 
looks to be true for AI as well.  Companies with frameworks that assist corporates to reliably 
implement AI implementations at acceptable cost, look poised to do well.   

• Semiconductors, Memory, Optics – Google, Microsoft, and Amazon are making their own GPUs 
now directly via Taiwan Semi. TSMC is the big bottleneck for everything.  There are also memory 
bottlenecks, with Micron, Samsung and Hynix the big 3 in that space.  GPU racks rely on good fiber 
optics.  Routers, fiber optics and wafer substrate are additional areas of demand. 

• Incumbents, Deep or Cheap - It remains to be seen whether the hyperscalers will be able to 
monetize their large investments in LLMs.  Many customers would appear likely to choose cheaper, 
smaller and discrete LLMs better suited to their specific requirements.  It remains to be seen how 
software incumbents pivot in this age, and strategies they choose pertaining to AI.  

• Commodities and AI – If the AI wave progresses, and we believe it will, commodities such as 
copper, steel, aluminum etc are essential.  In that sense, commodities are inextricably linked with 
AI, while enjoying additional strong tailwinds from energy transition and defence spending. 

• Energy - AI presumably is going to need a lot of energy. The infrastructure to produce that energy, 
move it, store it will be needed. Yet again, infrastructure and commodities look set to benefit. 

• U.S. vs RoW – The U.S. economy enters CY26, led by fiscal support from the One Big Beautiful 
Bill, continued AI driven investment, the lagged impact of rate cuts by the Fed, and an ameliorating 
situation vis a viz tariffs.  Growth in CY25 was led by resilient consumers and continued spending 
related to AI.  In CY26, we expect more of the same.  U.S. consumer spending is likely to hold up 
with households at ~50% of their assets in equities, especially the top 10%.  

• Rest of world, particularly emerging markets, have started outperforming the U.S.  However, much 
of that – Korea, Taiwan – is AI led investment in memory and semis.  Japan is showing impressive 
earnings momentum and a growth resurgence, albeit with risks on public debt much worse than the 
U.S.  India remains one of the cleanest growth stories, with a strong domestic economy, sound 
financials and attractive positioning.  Commodity producers such as Brazil and Australia are in the 
mix. 

• Productivity Surge – Respondents to a Bloomberg survey view AI as an opportunity to cut costs 
boost productivity, and expand their top line. More than 90% of the C-suite expect AI to unlock sales 
growth, averaging 7% over the next three years.  Productivity improvements are expected across 
industries.        
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Commodities – Copper, Metals and Data Centers    

  
 

Metals such as copper could be in the early stages of a secular bull market.  We’ll share why that’s 
important for an India context, down below.  Global demand for copper is rising.  Let’s start with 
energy transition.  China and the European Union aim to reduce carbon dioxide in the atmosphere; 
for this, electrification is the path forward. EVs require several times more copper than an ICE 
vehicle.  Green energy – wind, solar – also require vast amounts of copper.  

Next is AI.  Productivity gains from AI suggest capital investment will continue to pour in.  Copper 
and metals are tethered to AI. Data centers require massive wiring, conductors, transmission 
equipment, servers, undersea cables, optics etc.  Factor in defence spending.  Defence supplies, 
drones, 6G networks, automobiles are all copper intensive.  Globally, manufacturing reshoring, 
friendshoring, and new manufacturing plants are all copper intensive.   

Copper Demand Has Soared Since Feb 2024, Driving Prices Higher by +58%  

 

Meanwhile, production is crawling along at a paltry 1% a year, while demand appears to be 
accelerating.  There is also uncertainty around China’s export policies around copper and allied 
materials.  Deficits of at least 200,000 tons are likely in the near term.  For the naysayers, we point 
to prices.  Copper prices are up 34% in the past year, and 58% over the past couple of years.  
Copper, alongside silver, are regarded as strategic metals.   

As hyperscalers and technology innovators worldwide race ahead with investment and 
deployment, copper’s demand is likely to stay high. In the commodities bull market of 2002-
08, China was a primary driver of commodity demand.  Today, there are multiple trends that are 
providing tailwinds to steel, copper, silver, aluminum etc.  As the dollar weakened in that period, 
metal stocks exploded higher.  National Aluminum rose 1200%~.  Tata Steel rose 2300%~.  Silver 
rose 400%~.  While the naysayers will call for a reversion to the mean, should a multi year 
commodity cycle continue to unfold, returns from metals stocks could be stellar.    
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Emerging Markets – Boom Times for Korea, Taiwan and Japan    

  
 

Korea & Taiwan 

AI is no longer viewed as a side project.  Rather, a recent Bloomberg survey finds that all industries 
are citing a shortage of AI infrastructure as a roadblock.  That’s music to the ears of the picks and 
shovels providers – namely semiconductor chips and memory.   

Investors are shifting towards hardware producers with strong pricing power, high barriers to entry, 
rather than the hyperscalers that are burdened with massive capex.  Many of these companies are 
in Taiwan and Korea in particular.  Surging memory chip prices – likely demand driven – are 
further enhancing margins and earnings, and price performance. 

Taiwan and Korea are Amongst the Top Performing Markets  

 

Memory prices Soar as AI Demand Strains Production Capacity 

 

Key players in both markets have significantly outsized weights in their respective market indices.  
Taiwan Semi is at a 45.5% weight in the benchmark Taiex index.  Samsung and SK Hynix similarly 
dominate the Kospi, comprising a 40%~ weight.  Both are supported by rising earnings and rising 
earnings revisions, data we’ve covered in recent commentaries. 
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Japan 

“Just shut your mouths and invest in me.” - Sanae Takaichi. 

Takaichi delivered a decisive win in the recent election, and foreign fund managers are starting to 
invest.  The currency has stabilized and the Japanese market is leading most global markets.  
Takaichi’s win paves the way for pro-growth policies and consistent responses by government.  

 

Proactive Fiscal Policy 

Investors are making a bet not only on rapidly rising earnings, but also that Takaichi can spend on 
new priorities such as AI and defence without provoking a fiscal crisis. The country has a massive 
overhang of gross debt relative to GDP, but it also has a strong asset side of the balance sheet.  
Proactive fiscal policy is the strategic deployment of fiscal stimulus rather than reckless expansionary 
spending.  Together with a cyclical upswing, reflation and corporate governance reform, that leaves 
Japanese equities well placed to outperform. 

There remain challenges.  Japan’s 10-year government bond yield has moved from near 0% to 
2.25%~.  Every 1% increase in interest rates raises expenses by roughly 10–15% of tax revenues. 
Japan currently spends about 45–50% more than it collects in taxes. A 2% rise in rates could cause 
the government to spend roughly 65–80%+ more than it collects.  Japan cannot raise taxes by 15% 
much less 80% without blowing up their economy.  This increasingly resembles a scheme, relying 
on new borrowing to meet existing obligations that will prove unsustainable. Inflation, an external 
shock, or further rate hikes, or policy error could trigger a crisis.  

Japan’s total GDP is approximately $4.1 trillion.  Government debt stands at roughly $8.6–9.0 
trillion, putting Japan’s debt-to-GDP ratio around 230–235%, amongst the highest in the world.   

The government collects about $510 billion USD in tax revenues, while total government 
expenditures are approximately $750 billion USD. That means Japan spends roughly 45–50% more 
than it collects in taxes, resulting in large, persistent deficits that must be financed through additional 
borrowings. 

Even before Takaichi’s resounding victory, growth in 2026 was expected to run above trend. The 
prospect of targeted fiscal spending introduces upside risk to those forecasts. Indeed, faster-moving 
EPS estimates have already risen as markets have gained confidence in the prime minister’s ability 
to deliver growth-positive policies. 

While bond yields have risen, earnings growth can outpace this headwind, particularly as monetary 
policy remains net accommodative.  That outlook is reinforced by an emphasis on strategic industrial 
policy. Seventeen sectors have been designated for investment, including AI, semiconductors, 
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aerospace and defence. This targeted approach supports medium-term productivity and strengthens 
Japan’s competitive position in key global supply chains. 

Improved growth prospects have been reflected in prices. Japanese equities have rallied sharply in 
recent months, and the market is no longer cheap.  But global allocations to Japanese equities 
remain structurally low. If Japan has entered a new phase of growth, improved governance and 
firmer domestic demand, there is scope for continued outperformance as that under-allocation 
unwinds. 

EM markets are attractively valued: EM equities as still offering compelling value relative to 
developed markets (especially the US), supported by lower valuations, improving earnings growth 
expectations, a weaker US dollar trend, and favorable macro tailwinds like lower global rates and 
rotation away from expensive growth stocks. 
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Precious Metals – Gold and Silver    

  
 

Central banks globally continue to accumulate gold.  India’s gold reserves rose sharply in Jan ’26, 
up 70% over the past 6 months.  China’s reserves (reported) are up 51.4% over the past 6 months.  
Central banks globally continue to build gold reserves.  

Central Banks Continue to Accumulate Gold, Providing a Floor for Gold  

 

India Silver Imports Surge Continues – Gold and Silver ETFs Drew More Investment Than 
Equity Mutual Funds Last Month 

 

Silver’s conductivity makes it an essential input in solar photovoltaic modules.  About 190 mil ounces 
of silver was used last year by solar manufacturers.  That’s 18% of the global market.  As prices of 
gold and silver fell in recent weeks, Indian investors have continued to buy more.  Indian investors 
continue to add precious metals to their portfolios. 
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India - Fixed Income   

  
 

India’s Rates Paradox – Despite Rate Cuts, Liquidity Infusion, Yields Have Hardened 

RBI’s 125 bps of rate cuts – from 6.5 to 5.25 – over the past year have failed to ease bond yields.  
Over the same period, the 10 year bottomed at 6.25% in May 2025 and has risen back to 6.67%, 
largely unchanged from 6.7% a year ago.  With the rate-cut cycle now widely expected to pause, 
the central bank is likely to rely increasingly on liquidity measures to ease conditions instead. 

Unlike past rate cut cycles, credit-to-deposit (CD) ratios have continued to rise, making this cycle 
an unconventional one. Typically, the CD ratio dips during a rate cut cycle, allowing banks greater 
room to absorb government securities.  With credit growth now +14.5% YoY and deposit growth 
lagging, that has affected bank demand for government securities. Further, Insurers have been 
slowing down bond purchases, and pension funds are diverting flows to equities.  

Despite 125 bps Rate Cuts, Yields Remain High 

 
Source: Ambit Global Private Client, Bloomberg 

 … The Rising Credit Deposit Ratio is One Factor 

 
Source: Ambit Global Private Client, Bloomberg 

 
 At the same time, higher government borrowing has added to supply pressures in the bond 

market, further limiting the impact of policy easing on yields.  On Feb 1st, FM an estimated budget 
of gross borrowings of INR 17.2 lakh cr and net INR 11.7 lakh cr.  The rise in bond yields is also 
typical market behavior at the end of an easing cycle.  Further, there are no fresh inflows into 
government bonds like the market witnessed last year following the inclusion into the JP Morgan 
emerging markets bond index.  As a result, upward pressure on yields, particularly on the long 
end, is likely for the first half of CY26, and the only support coming from RBI OMO purchases. 
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Outlook   

  
 

Our detailed outlook for the U.S. as well as select emerging markets is shared in the previous 
sections. 

Indian equities have been a notable underperformer to the likes of Japan, Taiwan, Korea over the 
past year.  Moreover, the markets have basically been stuck in a range since Oct 2024, amounting 
to close to a 16 month period. 

• 2025 Could Be Looked Back at as a Watershed Year – India simplified its GST structure 
to a two slab structure, and reduced taxes for a vast majority of items.  India negotiated a 
landmark “mother of all deals” FTA with Europe that creates significant export opportunities, as 
well as the framework of a deal with the U.S.  India made progress on improving relations with 
China, forged improving ties with France, the U.K., Brazil, while Indian corporates successfully 
redirected lost U.S. exports to alternatives trading partners.  

• IPOs Supply Has Normalized and Macro Impacts Coming Through – The frenzy to invest 
and the supply of IPOs has waned in recent weeks.  Earnings are finally showing strong signs 
of a recovery.  Macro factors such as rate cuts, tax cuts, GST cuts, which usually work with a 
multi-month lag, are beginning to show positive impacts.  The consumer is showing signs of 
recovery. 

• Earnings Improving - Earnings improvement is abundantly visible in earnings calls and 
quarterly financials. 352 companies or 23% of companies in our universe (market cap over 
$100 mil) have delivered +20% sales and profit growth YoY in the recent quarter, out of a total 
universe of 1506 companies.   

• Strong Trends in Commentary - Strong demand visibility is evident in railways, energy and 
urban infrastructure, roads, transmission networks, hotels, data centers, power infra, optics, 
cables, defence, EVs, charging infrastructure, smart meters and more.  Industries such as 
electronics and advanced manufacturing are growing rapidly.  As global supply chains 
diversify, the shift from assembly in India, to design and system integration, is accelerating.   

Additionally, we note impressive momentum in exports, particularly in the auto sector.  With FTAs 
largely in place, the potential for export growth in coming quarters is an opportunity for Indian 
corporates. The private capex cycle finally appears to be coming forward. 

• Update on FI Selling – FIs have been relentlessly selling the Indian equities market for over 
a year and a half now, close to $30 billion.  FIs are exiting Indian equities, favoring 
opportunities in emerging markets such as Korea, Taiwan, Japan and within their own markets.  
FI ownership in NSE listed companies has declined to 15.5-year lows. FPI ownership in 
NSE-listed companies has been on a steady downward trajectory since March 2023. Over the 
past two decades, the value of FPI investments has grown at an annualised rate of 16.5%, 
marginally outpacing the 15.8% growth in overall market capitalisation.  

One, that speaks to the resiliency of Indian equities. Our markets have absorbed enormous FI 
selling and still sit within shooting distance of all time highs.  Two, India remains an attractive 
growth story, one that is finding its footing again.   

 

 

 



 

PRIVATE AND CONFIDENTIAL. NOT FOR CIRCULATION | ISSUE 66 | FEB 2026 | PAGE 20 

Know the Now 
 

FPI Share of India Equities Back to 2010 Levels 

 
Source: Ambit Global Private Client, Bloomberg 

 The Domestic Investor Continues to Invest 

 
Source: Ambit Global Private Client, Bloomberg 

 
 FPI Selling Has Been Relentless Since Sep 2024 

 

DIs Are On Track to Pump In $80-90 Billion Again Into Equities in 2026 

 

India Story Remains Strong - India stands out in an increasingly indebted developed world, with 
fiscal deficits well under control, guidance for FY 27 at 4.3%, debt at 60% of GDP, strong reserves. 
The government is stable, regulations are fair, and citizens have real freedoms in a stable democracy.  
Government capex is up 12%~ year on year, and private capex is joining in, finally.  India remains a 
key contributor to global growth. 
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The Sensex to Gold Ratio is Below Covid Levels and Lowest in a Decade… 

…Suggesting Indian Equities Are Undervalued Relative to Gold 

 

Equity to Gold 

Past periods when the Sensex to Gold ratio dipped to extremes have been opportune times to invest 
in Indian equities. The ratio today is the lowest in over a decade. 

Asset Allocation 

AI will remain a dominant theme in 2026, alongside key emerging markets, and key commodities.  
Gold remains in a structural bull market.  Increasingly, markets appear to be looking beyond the Mag 
7.  It remains a time for diversified and resilient portfolios.  In other words, earnings visibility, strong 
fundamental or structural tailwinds, and multiple investment streams that are ideally non-correlated.   

Sector & Industry Preferences 

We prefer PSUs, metals, precious metals, auto and auto components, capital markets, defence, 
financial services, infra, tech infra beneficiaries from AI, higher end leisure, hotels, cables, power, 
data center plays, advanced high end manufacturing plays.   

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. 

Cap Preference 

Our clear preference is mid-caps, which deliver consistent strong returns and earnings growth.  For 
investors seeking growth, the best opportunities remain available in mid and small caps, with exposure 
via proven active managers.  Given the fairly dismal performance by the large cap index, we prefer 
active management for large cap exposure as well, or direct equity portfolios managed by experienced 
investment managers. 

In a noisy world, with risks emanating pretty much all the time, the best portfolio construct is a diversified 
portfolio built on structural trends with earnings visibility, diversified across asset classes.  That includes 
REITs, InvITs, fixed income, equities, precious metals, and commodities.   

While on the topic of commodities and precious metals, while we certainly favor exposure to these 
asset classes, we also prefer exposure to these asset classes via equities.  Why? Because corporations 
build businesses around these assets, deliver an earnings stream, and typically deliver much larger 
returns.  Equities compound, while commodity assets are often cyclical. 
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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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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. 

 




