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RISK ON AND RISK OFF 
 

Risk On & Risk Off are Rallying  

U.S. equities are at all-time highs.  Risk on assets (equities) are 

rising globally.  Chinese equities and Chinese tech are 

witnessing a strong surge.  Emerging Markets such as Korea, 

Taiwan, and Japan are outpacing developed markets.   
 

AI and large capital commitments are driving the bull’s 

enthusiasm in U.S. tech.  Oracle delivered blowout guidance. 

Low inflation and rate cut expectations – needed for a slowing 

U.S. economy with a worsening employment picture - are the 

second pillar driving U.S. equities higher. 
 

Markets Expect Three Rate Cuts by Year End  

 
 

Risk Off is Outpacing Most Asset Classes YTD 

Gold and silver are outperforming all asset classes YTD, with the 

exception of bitcoin.  Rising recognition of the alarming rate at 

which U.S. debt continues to grow, now above $37 trillion, as 

well as concerns around Europe’s rising long-term yields and debt 

woes are driving demand. 
 

Gold Overtakes U.S. Treasuries  

Gold holdings have overtaken holdings of U.S. treasuries in global 

central bank reserves for the first time in three decades.  Concerns 

on rising spending in developed markets are raising inflationary 

concerns.  We have been over-weight Gold and tactically long 

Silver since April 2024. 
 

Most Global Markets are at or near all-time Highs 

The S&P 500, Nasdaq, Mag 7, Europe, emerging markets are at or 

near all-time highs.  Within EM, Taiwan, Korea and Vietnam are 

leading.  Indian equities are a scant 4%~ from all time highs. 
 

Fed Rate Cuts at all-time Highs 

In a move emblematic of the unique times we live in, the U.S. central 

bank looks set to ease interest rates to address the worsening 

employment situation in the U.S.   

 

Worries on Dollar & Tariffs are Driving Diversification  

Diversification trends are underway everywhere we look.  U.S. tariffs 

and policies have frayed nerves, ruptured confidence and 

accelerated the move.  Governments, companies, and investors 

are gradually working to diversify away from the unpredictable 

policies of the U.S.  Central banks are diversifying their currency 

reserves away from U.S. treasuries and repatriating gold.  Investors 

 

 

Risk On (Equities) & Risk Off (Gold, Silver) are Rallying … With Most Markets at or Near All Time Highs 

 
Source: NSE, Bloomberg unless noted otherwise 
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Nasdaq and Mag 7 vs Transports 

 
 

are diversifying away from the U.S. currency into emerging 

markets, Europe, China, gold, silver, bitcoin etc.  Diversifying 

away from dollar-based settlement systems, with payment 

systems and platforms being set up in Asia and the Middle East.  

U.S. dollar weakness serves as a clear confirmation of the 

diversification trend. 
 

U.S. Dollar Drops to Lowest Level in 4 Years 

 
 

 

Global Tech Stocks Ride AI Hopes 

Not surprisingly, investors continue to retain comfort in 

globally dominant and globally diversified technology stocks, 

where earnings visibility remains strong, alongside strong 

margins and pricing power.  Dollar hedging has started to gain 

momentum. 

 
 

 

Oracle provided stunning cloud infra guidance growth from $18b 

in FY 25 to $144b in FY 30.  Hyperscalers appear to be witnessing 

early wins, albeit not of the killer app variety.  The circular nature of 

the Nvidia, Open AI, Oracle transaction is, however, a concern and a 

possible red flag.  Taiwan Semiconductor reported a +34% rise in 

August sales, again signaling sustained, strong demand from AI. 

 

Healthy Earnings and Estimates Provide Comfort 

 
 

 
 

Using the Nasdaq 100 as a proxy for tech earnings, earnings growth 

continues to come through at a high rate.  The estimates and 

earnings delivery of the Mag 7 is roughly 2X the Nasdaq.  The bar 

for 2026 remains reasonable and actual earnings could surprise, 

particularly as AI starts to come through consistently. 
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U.S. Economy and U.S. Markets Diverge 

The chart on the previous page highlights the massive 

divergence between transports – a proxy for the U.S. economy 

- and U.S. tech.  Transports have remained largely flattish since 

2022.  On the other hand, tech has soared. 
 

Tech is global, with upwards of 45%~ of profits coming from 

overseas.  Large cap tech is riding an innovation wave and has 

massive amounts of cash on the balance sheet.  Increasingly, 

the bullish argument on the divergence between the U.S 

economy and technology stocks is that one is not the same as 

the other. 
 

Owning the Nasdaq – and Mag 7 or FANG - is no longer about 

owning the U.S. economy.  Ergo, the prospects for U.S. tech are 

starkly different from the prospects of the economy.   
 

Moreover, these stocks are richly valued but not in a bubble, as 

we demonstrated in the following section.  The best the bears 

can expect is a correction that will ultimately be bought by a 

rabid buy the dip crowd. 
 

While the U.S. Tech Index Grew Far in Excess of 

Earnings During the 1990s Internet Bubble … 

 
 

Meanwhile, Earnings Today for Tech are in Line 

Mag 7 earnings, and Nasdaq earnings, have kept pace with their 

respectively indices.  (see charts above).   

 

 

 

 

Mag 7 Earnings are In Line with the Index 

 
 

Broader Tech Earnings Are Also Keeping Pace 

 
 

Not Just U.S. Tech, China & Taiwan are Also Surging 
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Earnings Revisions Momentum Starting to Improve Post Tariff Trauma 

 
 

Rising Earnings Revisions 

Moreover, upward revisions are rising again – post a tariff 

related slump - in the technology space.  Mag 7 earnings 

estimates have risen to 1017.7 from 887 on April 1st, a rise of 

14.7% and 38.2% yoy.  That’s percolated into the Nasdaq, up 

7.3% and 16.6% yoy, as well as the S&P 500, up +10.1% yoy. 

 

Worries About Debt Defaults  

Increasingly, investors are worried about developed market 

debt defaults.  In our opinion, there is a very low probability of 

a default on U.S. debt.  The U.S. is pursuing a three-pronged 

strategy to address the debt situation, with the central bank 

ready to intervene as necessary.  We get into details in our next 

global commentary.  The Japanese playbook remains an option.  

Worries around debt defaults in the Euro region were managed 

during the PIGS crisis.  Central banks stand at the ready. 

 

Rate Cuts Ahead  

With expectations that the Fed will rapidly lower rates, 

prospects of easier financial conditions are giving bulls 

confidence.  Tech as a duration sensitive asset is a beneficiary. 

 

As consumer and producer inflation remains subdued, at least 

as reported, and the employment situation worsens, the Fed 

has the necessary pre-conditions to lower rates to prop up a 

slowing U.S. economy.  Employers added just 38k private jobs, 

below consensus expectations, signaling that employment 

growth has come to a standstill.  Revisions to prior months 

painted a further weakening picture.  The unemployment rate has 

risen to 4.3%, its highest level in nearly four years. 

 

The softer labor market will also subdue wage pressures and 

inflationary pressures, providing further comfort for the Fed to cut 

rates.     

 

Slowing Payroll Growth Paves the Way for Rate Cuts

 
 

 

Lower Rates Drive Duration Sensitives 

Lower rates will translate to lower financing costs, supporting rate-

sensitive sectors such as technology.  With technology’s large 

weightage in the S&P 500, markets have favorable tailwinds to 

remain resilient against geopolitical tensions, slowing economic 

growth and trade war related worries.  
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Prior Fed Cut Cycles Began at Peak Cycle Inflation, This Time Inflation is Low 

 
 

The Yield Curve Shifting Lower is Lifting U.S. Equities 

 
 

The U.S. 2 Year Yield Predicts Fed Funds is Headed Further Lower 
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Inflation is Not the Biggest Problem for Small Bus 

 
 

AI Enthusiasm is Back  

The ROI evidence is starting to come in as hyperscalers identify 

strategies to implement AI across the enterprise.  Optimism 

that AI is emerging as a transformative technology is back.  In 

some industries it’s impact will be meaningful.  Instead of one 

killer app, AI will impact industries in diverse but meaningful 

ways.   

 

AI investment is driving growth, with capital investments 

driving diverse sectors such as energy and mining, finance, 

while improving productivity in others.  Fears of massive job 

losses are likely to be misplaced; rather, new opportunities will 

emerge as has been witnessed in past tech waves.  Compute 

forecasts are projecting cumulative Nvidia H100s to rise from 

4 million in 2023 to 100 million in 2027. Oracle’s forecasts 

are equally shockingly aggressive. 

 

AI Compute Forecasts 

 
 

Microsoft expects close to $120 billion capex on AI in 2026, 

Amazon $122 billion, Alphabet $90 billion and Meta $92 

billion.  Include Oracle, Alibaba, Tencent and Apple and the 

number exceeds $500 billion. 

 

Improving Prospects for Emerging Markets 
Investor’s appetite to diversify away from a weaker dollar are driving 

emerging markets higher.  China, Hong Kong, South Korea and 

Taiwan have been leading.  Chinese and Taiwanese tech companies 

are rising on expectations of improving prospects.  Baidu, Alibaba, 

Netease, Tencent, Taiwan Semi and SK Hynix are some of the 

companies that have delivered strong returns.   

 

Korea – as mentioned in past commentaries – continues to do well, 

aided by optimism around plans to provide capital gains tax relief.  

Korea is also planning to establish multiple task forces from public 

and private sectors to identify new growth engines.  Taiwan is at a 

record high, a direct beneficiary of the tech boom in the U.S. 

 

China equities have responded to statements by government 

officials on their intent to provide stimulative fiscal measures that 

support equity markets.  Jack Ma is back.  China appears to have 

made a full 180 degree turn on its view of technology stocks and 

markets. 

 

Investment Outlook 

Recent Nvidia actions are a red flag, leaving us cautiously optimistic 

on U.S. tech.  Gold, Gold Miners, Silver offer a strong hedge against 

dollar weakness, as well as a slowdown.   

 

Emerging markets are garnering increasing interest.  Chinese tech, 

Hong Kong tech, Taiwan, Korea, and emerging markets in general 

are reasonably valued with notable impulses to drive growth 

increasingly evident. The U.S. dollar hit a new cycle low which bodes 

well for emerging markets. 
 

Global rate cuts point to a pickup in global growth.  However, that 

enthusiasm has to be tempered by antagonistic geo-political 

policies and tariff actions.    

 

Valuations in most emerging markets trade at reasonable levels, 

providing alignment across macro, valuations, policy and technical.   
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INDIA – INSIGHTS FROM EMERGING LEADERSHIP  
 
From the bottom in March, the Nifty is up 14.5%.  Mid and 

small caps are up 22-24%.   A new bull market has been 

underway, albeit interrupted by aggressive tariff policies.   

 

Business cycle indicators are improving from a growth 

slowdown that began last October and bottomed in March 

2025.  Our forecast is for a continuing recovery and improving 

macro conditions that will drive earnings higher. 

 

Insights from New Leadership  

Through history, bull markets are led by a minority of stocks 

that represent the dominant theme of the cycle.  These leaders 

can be associated with dominant positioning, emerging 

opportunities, innovative technology etc.  One reliable 

approach to over-sized returns in equities is to identify these 

themes. 

 

One way to identify leadership stocks is 52-week highs or 50- 

day new highs emerging from a market bottom.  Another time- 

honored method is stocks with strong relative strength.  Across 

many cycles, these leadership names out of market bottoms tend to 

continue their outperformance.   

 

Identifying the industries that are outperforming is also valuable.  

The late 90s was led by the IT sector.  The 2000s witnessed 

leadership by capital goods and PSU stocks.  2008 to 2012 saw a 

surge in Pharma.  2014-18 was dominated by banking and NBFCS.  

In the last cycle, capital markets, defence, power and EMS 

companies were amongst the market leaders.  

 

We used a relative strength ranking methodology, to identify a 

basket of leadership names in the large, mid and small cap space.  

In large caps (table below) consumer discretionary, financials and 

materials had the greatest representation.  Moving to the industry 

level, auto manufacturers, EMS, consumer finance, construction 

materials, heavy electrical equipment and steel showed up.  While 

no fundamental screening factors were included, most names in the 

list have strong, consistent EPS growth and fundamentals. 

 

 

Large Cap Leadership Industries 

+  
Note: data for all three tables as of week of Sep 18, 2025 
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Midcap Leadership Industries 

 
 

 

Meaningful Outperformance  

Leadership stocks have delivered dramatic outperformance 

versus the index (see table above), across periods.  Meanwhile, 

the Nifty 50 continues to be weighed down by IT, expensive 

FMCG and legacy names.  Names like TCS, Infosys, HCL Tech are 

down double digits, and down as much as 20-30% y-o-y.  

Additional former blue chips such as Asian Paints, Nestle, Tata 

Motors continue to drag on the index as well.  While the woes of 

IT and FMCG are fairly well understood, the more meaningful 

takeaway is that Indian equities are doing far better than what 

is represented by the index.  For the record, we have been 

negative on large cap IT since the summer of 2020.    

The data clearly reinforce that it remains a market where active 

selection provides meaningful potential for alpha. 

 

Similar Industries Leading in Midcaps 

Moving to the midcap space, we again find consumer discretionary, 

financials, industrials well represented, confirming the large cap 

trend.  At an industry level, auto parts and equipment, consumer 

leisure (hotels), EMS, heavy electrical and construction machinery, 

asset management, retail and steel are industries with leadership 

representation.   

 

Yet again, outperformance versus the index is stark. 

 

 

Meanwhile, the Nifty 50 Continues to Be Weighed Down by IT, FMCG, Energy 
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Small Cap Leadership – Consumer Disc, Financials, Health Care, Industrials, Materials 

 
 

Eye Popping Returns in Small-cap Leadership 

In the small cap space, leadership stocks are soaring, while the 

small cap index is flat for the YTD and YoY, confirming a trend 

we’ve noted.  Returns this cycle will not be broad-based; rather 

stock, industry and sector selection remain crucial. 

 

Auto parts, leisure and travel, asset management, health care and 

pharma, construction and heavy equipment, EMS are again the 

industries that show up.  Many of these names will continue 

to compound. 

 

 

 

Stock Selection & Methodology Matter More Than Ever 

Our intent in this exercise was to identify industries that present 

opportunity.  Our observations: 

 

• The indices are flat to negative returns YTD and YOY  

• Narratives are being put forth using misleading surface level 

analysis  

• The reality is that attractive opportunities are available in 

Indian equities  

• What’s missing at times is the methodology or strategy to 

identify names that will perform well 

• This list is a starting point.  Many of these names will continue 

to compound gains and deliver rich returns to investors. 
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PRECIOUS METALS – PREFERRED SAFE HAVENS 

 

Gold the New Preferred Safe Haven 

As widely reported, world central bank gold holdings have 

surpassed U.S. Treasury holdings for the first time in 29 years.  

U.S. treasury holdings as a percentage of foreign reserves are 

declining gradually.  Gold is rapidly assuming the role of 

preferred safe haven. 

 

Hard assets and precious metals are the new safe haven.  Gold is 

increasingly being preferred over U.S. treasuries.  Silver with dual 

demand characteristics, industrial demand is also gaining 

recognition as a precious metal that is transactionally convenient.  

Ever-increasing numbers of investors are recognizing the rapidly 

ballooning deficits, and rising lack of trust in the dollar, and are 

increasingly preferring precious metals. 

 

Indian Investors are Piling into Gold ETFs 

 
 

…As Well as Silver ETFs 

 
 

Fed Appointment Miran Bodes Well for Gold 

Miran has been a prominent proponent of dollar devaluation and the 

Mar-a-Lago Accord, which calls for lower rates and a cheaper dollar.  

A cheaper dollar would be bullish for Gold and low rates could stoke 

inflation, again bullish for Gold.   

 

Central Banks Continue to Accumulate Gold 

Unlike the 1970s, when gold exploded higher post the abandoning 

of the gold standard, this time, it is rising debt and deficits, ge-

political risks that are driving record central bank buying.  The PBoC 

has been increasing gold reserves rapidly since 2022.  

 

Central Banks Continue to Purchase Gold 

 
 

India Continues to Grow Its Gold Reserves 
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Global ETF Buying in Gold is Up Only 12.5% 

 
 

While Silver ETF Holdings Up +10.9% 

 
 

Rising Interest Rates 

Interest rates are rising in key developed markets.  European bond 

yields are at multi-year highs despite central banks 

maintaining dovish stances.  U.K. gilts have risen to 5.7%,, the highest 

since the late 1990s.  Japanese long end yields have also been rising, 

alongside Italy, Germany, France. 

 

The key driver is ballooning debt issuance, with global debt 

surpassing 235% of world GDP, according to the IMF.  Bond 

investors are demanding higher risk premiums for longer dated debt.   

Rising fiscal expenditures in Europe and Japan are fueling long-

term bond yields.  Net net, gold and silver are the markets response. 

 

Fed Easing Cycles Typically Bullish for Gold 

 
 

Gold Has Historically Peaked Around Parabolic Moves in Silver… 

…Leading to a Bottom in the Gold/Silver Ratio… We Are Not There, Not Even Close 
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A Weaker Dollar is a Strong Positive for Gold… the Dollar Dropped Under $97 This Week 

 
 

Gold/Silver Ratio 

Gold has historically peaked around parabolic moves higher in 

silver, leading to a bottom in the Gold/Silver ratio.  That’s what 

happened in 2010-11, as well as the major peak in the early 

1980s.   

 

If history is to repeat, and indications suggest it will, with the 

emerging demand for silver as an industrial metal and increasing 

recognition that silver can be considered a store of value, as well 

as an attractive alternative to bitcoin as a transactional currency.  

We are nowhere near a bottom in the gold/silver ratio. 
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INVESTMENT OUTLOOK & ASSET ALLOCATION 

 

Trade 

Our analysis of Chinese exports finds that China has been able to 

largely replace the lost exports to the U.S. with exports to Asia 

and Europe picking up the slack.  Companies will find 

workarounds to mitigate punitive tariffs.  Same holds true for 

India, with far smaller exposure to U.S. exports. 

 

Debt 

The U.S. is considering at least 3 different options to address the 

rapidly spiraling debt situation.  The ultimate path is likely to 

include currency weakening, and some form of monetary 

expansion.  Interestingly, gold and silver have been declared 

critical minerals by the U.S.   

 

Rate Cuts and an AI Tech Wave 

We’re officially in a global rate cut cycle.  However, much about 

this cycle is different, particularly the inflation picture as 

discussed earlier.  The potential of AI appears to be finally 

coming through as a productivity enhancing opportunity across 

the enterprise.  AI capex commitments are adding up to around 

$500 billion for 2026.  There are real earnings in AI stocks, unlike 

during the Internet Bubble.  However, actions taken by Nvidia on 

accounting last year, and the Open AI deal this year are concerns. 

 

Positive India Growth Signals  

GST is expected to lower costs of most goods and free up 

disposable income. As the gap between organized and 

unorganized goods pricing shrinks, more players will be incented 

to adopt formalization.  Autos and health care services look set 

to benefit, alongside consumer.  Inflation will remain in check, 

giving the RBI legroom to lower rates if warranted.  New found 

savings will flow into capital markets. 

 

Rural Demand Remains Buoyant 

Businesses are noting strong rural demand, with expectations of 

a healthy harvest.  Rural incomes are growing, and bode well for 

consumption.  

 

 

 

Strong Services PMI & Improving Global Demand 

Services PMI touched a 15 year high of 62.9 in August, driven by a 

improving new orders.  New order are at their highest levels in 15 

years.  The rise in international sales is the 3rd strongest since Sep 

2014, with demand from Asia, Europe, the Middle East and the U.S.  

The Composite PMI rose from 61.1 in July to 63.2 in August, the 

sharpest pace of expansion in over 17 years. 

 

Manufacturing Continues to Gain Traction 

India is on its way to becoming a key hub for Google Pixel 

smartphone production as well, after Apple and Samsung.  Alphabet 

is not only increasing local manufacturing of its premium Pixel 10 

Series but is also preparing to export these devices.   That’s just one 

of a large number of initiatives under way. 

 

Flows - Mutual Funds to the BOP 

While mutual fund AUM have grown at a 20% CAGR, penetration 

among informal workers is under 2%. ONDC aims to provide 

seamless connectivity between AMCs and MF distributors.  New apps 

have been launched that allow Gig workers and the poor to invest as 

low as ₹100 a day in a mutual fund.   

 

Contemplating Market Risks 

Gold and Silver are the clearest indication of the rising lack of trust in 

the U.S. currency, and concerns on U.S. debt and potential inflation 

from tariff hikes.  In our view, the likelihood of a sovereign default is 

remote.  The U.S. central bank possesses the tools to pre-emptively 

manage the debt situation, and policymakers are actively involved in 

evaluating strategies to reduce / manage the debt. 

 

On equities, U.S. margin debt has risen to all-time highs, and the tech 

weight in the index is at around 47%, a massive concentration.  

Speculation and euphoria are high, particularly on U.S. tech. 

 

With respect to India, no such evidence of euphoric excess is visible; 

India’s vulnerability remains second order impacts and more than 

anything, the regular tariff pronouncements continue to weigh on 

market sentiment and hold back equity markets. 
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Nifty 50 Earnings Estimates are Rising 

  
 

While Valuations Are at Mean 10 Year Valuations

 
 

Midcap Estimates Continue to March Higher

 
 

 

 

Midcap Forward PE is Under 25 Times 

 
 

Small Caps Estimates Are Also Mounting a Recovery 

 
 

Small Cap Valuations Slightly Above Fair Value 

 
 

 



            KNOW THE NOW 
 

 

PRIVATE AND CONFIDENTIAL. NOT FOR CIRCULATION | ISSUE 61 | SEPT 2025 | PAGE 17 

Nifty Long Term EPS Trajectory Remains in Place 

 
 

Midcaps Have More Than Doubled EPS Since 2021 

 

India and Emerging Markets Can Deliver Strong Returns in a Weak Dollar, Weak U.S. Environment 

 
 

Asset Allocation  

For investors seeking to hedge their portfolio to global risks, 

precious metals – particularly gold – have proven an effective 

means of doing so, beyond derivative strategies.   

 

We have been over-weight Gold and Silver since April 2024 

when we released Know the Now – Gold as a Strategic Asset, 

April 2024. 

 

We remain over-weight domestic equities, over-weight gold 

and tactical over-weight in silver.  However, it is becoming 

increasingly evident that India is in the cross-hairs of U.S. geo-

political strategy.  Tariffs and other pronouncements continue 

to impede markets. 

 

Our allocations to fixed income is via selective investments with deep 

in-house due diligence and in house portfolio construction and 

management.  Our asset allocation preferences are listed on page 26 

and 28-29. 

 

Clarity on the impact of tariffs will begin to show up in the Q3 CY25 

earnings.  However, impacts from rate cuts, GST cuts and other macro 

factors aren’t likely to come forward until Q4 CY25. 

 

The Indian economy remains the fastest growing large economy in 

the world.  It remains our view that the posturing, threats and worries 

out of U.S. will ultimately prove to be noise.  First, because India is an 
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largely domestic economy, and second, companies with 

exposures will find work-arounds.   

 

Seismic domestic policy shifts are underway.  The government 

remains fundamentally committed to growth, and actions 

have been taken to increase disposable income in the hands of 

consumers, while reducing the tax burden on consumers and 

small businesses.  In time, these initiatives will show results. 

 

Style Preferences 

From a cap perspective, we prefer mid caps, selectively large 

caps and selectively small caps.  The evidence laid out this 

month clearly highlights that opportunities for long term wealth 

creation continue to be on offer.   

 

However, returns are widely dispersed.  Market breadth is 

narrower.  Ergo, stock selection, industry and sector selection 

will be key determinants for future returns. 

 

Secondly, the market remains focused on growth, growth drivers, 

growth prospects, earnings moat, earnings visibility and 

predictability.  Valuation not as much, as is typical at this stage in 

the cycle. 

 

Our sectoral preferences are consumer, financials, health care, 

defence, industrials and materials.  At the industry level, auto, 

auto parts, capital markets, asset management, EMS, 

construction and heavy equipment, defence, power, and steel 

would be industries we’d focus on.   

 

Opportunities for outsized returns remain on offer across mid 

and small caps, and selectively across large caps.  Large caps 

remain our choice for investors seeking lower risk and volatility.   

 

As always, at a company level, we prefer strong top and bottom 

line growth, structural and thematic tailwinds, earnings visibility, 

predictability, large TAMs, new markets, capital discipline, and 

pricing power. We continue to prefer domestic focused sectors 

and businesses.   

 

 

 

 

India’s Long-Term Story Remains Intact  

- The fastest growing large economy in the world, with attractive 

annual labor force growth 
- Demographics - amongst the most attractive demographics 

amongst large economies, a median age of 30~ with 

contributions from productivity improvement as well.  
- A stable democracy, with low political risk, reliable and fair 

regulatory practices. 

- Amongst the lowest cost of labor - $2800 per capita income, 

versus $50,000+ for developed economies, english speaking, 

increasingly skilled labor availability 

- Low crude oil prices, low inflation  
- A largely domestic economy, 81%~ domestic.  Of exports, U.S. 

accounts for 17.9%~, or less than 2-3% impact to GDP   
- Monetary & fiscal policy working in tandem, alongside tax 

stimulus and regulatory reforms - rate cuts, tax cuts, GST cut  
- A pro-growth RBI 
- Stable fiscal deficit at 4.4% of GDP, strong reserves, strong 

import cover, low external debt, fiscally conservative 

government, strong corporate balance sheets, and low Debt to 

GDP,  
- Government capex investment 
- Strong earnings delivery since 2020 
- Strong domestic flows from savers to promoters, with SIPs at 28k 

crore a month 
- A large, healthy domestic consumer market, with 200 million - 

400 million consumers. 
- Rising disposable incomes, improving rural sector  
- Easing regulatory environment, CRR, risk weights etc 
- Rising services and manufacturing momentum  
- Free trade agreement negotiations - Europe, U.S. and over a 

dozen other countries 

- A structural financialization trend, driven by rising incomes, and 

stable finances 

- A vibrant private equity and start up eco system 

- MSMEs are benefiting from increased connectivity and ease of 

doing business.  

- Bharatmala, Sagarmala, Dedicated Freight Corridors, National 

Industrial Corridor Development.   

- Manufacturing transformation fueled by robust infra 

development and supportive govt policies 

- New industries such as energy grid, semiconductors, space, 

defence, power, AI  
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Sector Returns and Forward EPS  
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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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Global Index Performance 
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Nifty Sectors  

 
 

Factors 
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Annual Index Returns – India – Large, Mid, Small Caps 

 
Data as of Dec 31 2024 

 

 

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

 
       Note: Data is annual, as of Dec 31 2024 
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Crude Oil & Commodities 

 
 

Gold & Precious Metals, Bitcoin, Dollar 
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Currency 

 

 

Interest Rates & Inflation - India & U.S. 
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Interest Rates - Global 
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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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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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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 

Selectively 

Positive 

Emerging markets such as Taiwan are attractive long term growth stories.  Taiwan is 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 
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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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Ambit GPC Publications 
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Sources: All sources unless otherwise noted are Bloomberg, NSE. 

Disclaimer:  

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. 

Ambit Global Private Client – Asset Allocation & Investment Committee  

 

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 
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