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Equity View

Large Cap

Indian Equities continued the upward streak in June clocking in 3.1% returns and ending
Q1FY26 up by 8.5%. This was primarily fueled by strong domestic macros. For the month,
broader indices saw relatively stronger gains, led by a ~4.3% rise in small-caps and a 4%
uptick in mid-caps.

® Flls posted net inflows of $1.7bn in June-25. While Fll flows for the year still stand negative,
the last quarter (Apr-Jun) has witnessed inflows of ~$4.5 bn indicating foreign investors'
renewed faith in Indian equities.

» As the world approached 9th July tariff deadline set by the US, trade deal announcements
commenced with tariffs ranging between 25% to 35%.

™ Price rally over the last 4 months has resulted in a valuation rebound, with headline valuations
moving back above historical averages but still not near the expensive territory. There is room
for further up-move given improving corporate earnings growth, low interest rates, ample
liquidity and steady macroeconomic recovery.

™ Earnings for Nifty50 are expected to grow at 5% yoy in Q1FY26, anchored by oil & gas,
telecom, technology, BFSI & healthcare sectors. However, the various stimulative monetary
and fiscal accommodation announced this year should begin to yield significant results
starting 2HFY26. This is anticipated to result in improved economic expansion and corporate
earnings growth.

Asset Class Sub-category Index Closing Level InCred Outlook
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(Since: Jun-24
Level: 23,519)

Quick Overview

- We remain watchful of the situation that’s unfolding in global markets. We believe the
Nifty could be rangebound in the next 6 months as corporate earnings are expected to
mirror a rather subdued nominal GDP growth as inflation cools further and we see a
gradual return in global stability.

- We maintain a Neutral stance towards equities in view of the above and suggest
staggered deployment over the next 3 - 4 months.

Source: Prices as of 30th June 2025; Bloomberg | 4
00—
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Equity View

Mid and Small Cap

Following a strong rally between Apr'23 and Sep’24, mid & small cap outperformance has
continued to narrow over the past nine months.

® Nifty midcap 100 and smallcap 100 fell 21% and 25% from their all time highs, later recovering
by 25% and 30% respectively, resulting in marginal negative returns of 2-3%.

®» For those under allocated, consider phased investments into mid and small caps over a 6-9
months period, while maintaining tactical allocation limits—20% for mid caps and 10% for
small caps.

Asset Class Sub-category Index Closing Level InCred Outlook

Indian Equities Mid and Small Cap BSE Midcap 46,854 Underweight

(Since: Feb-24
Level: 41,531)

Quick Overview

- Moderating earnings and stretched valuations continue to remain key concerns in this
space. We suggest booking profits in this segment, given the potential for additional
downside.

Source: Prices as of 30th June 2025; Bloomberg | 5
00—
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Fixed Income View

With Repo Rate now at 5.50% and view on durable liquidity to be positive, the recent
transmission into market interest rates is expected to accelerate.

™ RBI delivered a jumbo rate cut of 50bps in June-25 and announced a further 100bps reduction
in CRR between Sep-25 and Dec-25 thus infusing Rs. 2.5 lakh crore in the system.

® Reduction in cost of funds (better NIMs) could mean lowering of borrowing rates thus
reducing EMIs and leaving more surpluses in the hands of consumers that could in part aid
discretionary spends.

m» While debate around the terminal rate may persist amid shifting views on further easing, we
do not expect incremental repo rate cuts from here as most of the easing seems to be
front-ended post June rate action.

m RBI’s rate action has also reduced the spread between Fed Funds rate and the Repo rate to
100bps-125bps Vv/s historical averages of 350bps-400bps.

™ As external volatility reshapes market expectations, a dynamic and continuously reassessed
approach to duration remains essential. The compelling opportunity that duration strategies
have offered over the past 15m - 18m seems to have significantly played out now.

® Incrementally, positioning majority of the fixed income portfolio into duration-driven funds
may have marginal value addition.

Asset Class Sub-category Index Closing Level InCred Outlook
G-Sec 10-year G-Sec 6.30%
. AAA Corporate 3y AAA 6.57% Positive on overweight strategies
Fixed Income .
focusing on 2yr - 5yr segment of
AA Corporate 3y AA 7.46% the yield curve

A Corporate 3y A 8.87%

Quick Overview

- Given the expected steepening of yield curve (with short end aggressively coming off in
the coming months), we are going overweight strategies focusing on 2yr — Syr segment
of the yield curve.

- We, thus, suggest allocating upto 45% of fixed income portfolio towards accrual-oriented
strategies.

- Consequently, we now revise our allocation to dynamic / long duration strategies upto
20% of fixed income portfolio.

- Credit environment continues to remain stable, and credit spreads remain attractive.
Thus, balance 35% allocation of fixed income portfolio is suggested towards high yielding
assets (bonds /funds).

Source: Bloomberg; Bond yields as on 7th July 2025 | 6
00—
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Other Asset Classes

Global Equities

® Markets are in flux and investors need to contend with this uncertainty. We expect the global
economy to soften in the short term. Recession risks have clearly risen.

m US trade deal letters to about 20 countries are out and it will be important to watch how this
development influences global trade dynamics and its potential ripple effects across markets
and supply chains.

™ Global market Hedge funds can potentially strengthen portfolio resilience for suitable
investors.

InCred Wealth

Asset Class Sub-category Index Closing Level InCred Outlook
us S&P 500 6,205

Global Equities Europe MSCI Europe 181
China Shanghai Composite 3,444

Precious Metal

™ Gold prices have seen a record-breaking year in terms of returns as the prices hit new highs
this year.

® Traditionally, a weaker USD , lower U.S. rates and escalating geopolitical uncertainties have
increased the appeal of gold.

¥ As global concerns about trade tensions seem to dissipate for now—especially after the
United States — China bilateral trade agreement underway—investors might turn back to risk
assets in the interim thus providing a near term lid to gold prices.

™ Fading US exceptionalism and declining comfort in Treasuries enhance gold’s attractiveness,
valuations are increasingly stretched. After a period of inactivity following the market volatility
of 2022, US gold ETF investors are beginning to return.

® The structural bull case for gold remains intact, even as prices have risen. Using dips to
accumulate gold is suggested. Instruments such as gold MLDs might look attractive at this
point in time.

Asset Class Sub-category Index Closing Level InCred Outlook
Gold LBMA USD 3,287
Precious Metal
Silver LBMA USD 35.98
(since - Jun’24
Level - $29/0z)

Source: Prices as of 30th June 2025; Bloomberg | 7
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Other Asset Classes

Commodities - Crude

™ Price slump in crude oil that has begun recently is expected to extend as fears about US led
global recession intensify which could lead to demand uncertainty.

™ Additionally, a planned production increase by OPEC+ starting May is also contributing to
selling pressure on oil. It announced it would increase the oil supply by 411k b/d in May.

m» While OPEC+ said the supply increase is due to a more positive outlook, it seems there is more
behind this move.

m US President Trump is taking a more hawkish view towards Iran and Venezuela with stricter
sanctions. OPEC+ might see this as an opportunity to boost supply, especially after Trump
announced secondary tariffs for buyers of Venezuelan oil and threatened similar measures for
buyers of Iranian and, potentially, Russian oil.

m Secondly, it is no secret that Trump wants lower oil prices and has pressured the Saudis to
boost supply.

Asset Class Sub-category Index Closing Level InCred Outlook

Commodities | Crude | BrentCrude (USS/bb) 76
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EMs outperform in Jun’'25; India Broader markets bounce back

India underperforms Emerging & Developed Markets in June & CYTD; however macro outlook
remains positive for H2FY26

Asof30thJune 2025 Current Level M M eM 1y CY2s  CY24e Y23 Cf22  OY21  CY20  CY19
EM and DM

MSCl Emerging Marksts 1,273 57%  1.0% 12.5% 70%  -169% 4S8 153%  15.4%
?;:;ﬁ:;:;:ﬂ;fﬁ} 4,026 42%  110% B.6% 86%  17.0%  218%  -19% 201% 14.1% 25.2%
Key Equity Indices

S&P 500 5,205 5.0%

BSCI Europe 181

Nikicei 40,487

Shanghai Composite 34484 29%

Nifty 25,517 3.1%

BSE MidCap 45,354 3.8%

BSE SmaliCap 54,691 4.3%

Other Assets (levels)

Brent Crude 57.6 1.5 747 745 866 01 0.0 855 778 518 660 533
Gold 3287.5 03%  55%  260% 4L1%  26.0%  25.5%  14.6%  151% -4.3%  24.5% 13.4%
Dollar indsx 36.9 933 1042 1085 1058 0.1 01 1035 857 335 964 962

Credit/ yields (%)

India 10 year G-sec 5.32 629 658 6785 701 006 008 733 645 587 656 737

US 10 year G-sec 4.23 440 421 457 446 007 0.18 387 151 091 192 268

Germany 10 year G-s2c 251 250 274 237 261 010 0.17 257 018 057 013 024

Source: Bloomberg | 9
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Most sectors rebound from their Mar’25 lows; Consumer Index declines

Large Caps underperformed Small & Mid Caps in Jun-25; however continue to outperform SMID
indices on a CYTD basis.

® Large Caps continue their underperformance vis-a-vis broader markets in Jun-25 however on
CYTD basis performance down the capitalization curve has been much worse compared to
the headline index.

™ Growth outperformed Value in Jun-25. While, with earnings growth tapering, businesses with
better quality of growth continue to see investor interest.

™ Most sectors are in the green compared to last month. Telecom, Infrastructure & IT were the
best performing sectors in Jun-25.

®» FMCG, Capital Goods and Auto were the worst performing sectors in Jun-25.

As of 30th June 2025 1M M 1Y CY25 Y24 CY23  CY2Z CYZL  CY20 CY19
Overall Markets
Nifty 31% B5% 57%  7.9%  8.8% | 200% 252% 241% 1435% 12.0%
Nifty Equal weight 37% 97% G55%  92% 97% 298% 33.0% 326% 176% 27%
BSE Mid cap 28% 128% 04% 09% 261% 455% 47.5% 39.2% 19.9% -3.0%
ESE Small Cap 43%  17.3% 33% -09% 29.3% 475% 449% | 62.8% 32.1% -6.8%
Styles
Nifty 200 Quality 20 24%  96% 05%  11% 127% 299%  217%  nm nm nm
MS5CI India Value 32%  B3% 01% 53% 121% 259% 241% 315% 23.7%  S5.6%
MSC India Growth 36% 11.0% 65% 68% 165% | 19.8% | 20.0% 227% 10.1% 7.3%
Finoncigls
NSE Financials 25%  8.4% | 1500 156%  9.4% 35.6%
Nifty Bank 28% 11.1% ©90% 127% 5.3% 18 4%
Nifty Private Bank 25%  98%  7.8% | 140% -0.4% 16.2%
Nifty PSU Banks 3.2% | 15.0% -15% 10.1% 14.5% -18.3%
Asset heavy sectors
ESE Oil and Gas 31% 105% | 5.7% 69% 1329% [DIOESMN 315% 243% 44%  7.2%
ESE Capitsl Goods 1.7% 05% 67% 218% 669% 935% 534% 106% -10.0%
BSE Utilities 3 0% _ 13.0%  326%  62.0% | 644% -04%  -7.3%
NSE Infrastructure 49% 113%  3.0% 11_:95 155%  39.1%  47.5% 356% 12.2%  2.5%
Lervices oriented
sectors
NSE IT -101%  220%  241% | -8.2% 59.6% 54.9%

BSE Telecom
M3SE Financial services 255 8.45%

10.7%  25.8% 30.8% 249% 43.0% 13.6% 119%

54% | 132% 240% 140% 45% 256%

Others

NSE Media 25% | 18.9% |C140% -35% |S039% | 199%  76% 346% -B.6% | -29.798
NSE Auta 23% 12.1% 5.7% 45% 22.6% 47.6%  70.2% 115%  -10.7%
NSE FMCG 40% -34% 03% 290% S16% 135% -1.3%
NSE Pharma Index 115% -5.9% 336%  183% L -9.3%
MSE Real Estate 35%  15.9% 5.3%  34.4% 61.7%  543% 5. 28.5%

Source: Bloomberg | 10
00—
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Global Macro

| Central Bank policy response to Tariffs needs to be watched

Qu?\;terlszDP Il\r;lflatlgg Current Policy Rate 10Y bond yield
ar ay June-25 9-Jul-25
SA qoq (%) yoy (%)
us -0.2% 2.4% 4.25% - 4.50% 4.41%
Europe 0.6% 1.9% 2.00% 2.63%
Japan o 0.0% 3.5% 0.50% 1.50%
USA

™ The Federal Reserve (Fed) held interest rates steady at the 4.25% to 4.5% range during its
June meeting, as expected. Currently, the Fed sees the economy growing at a solid pace, with
inflation slightly above their 2% target.

™ However, the Fed acknowledged that uncertainty about the economic outlook had diminished
but remained elevated.

™ The assessment that uncertainty had declined reflected, in part, a reduction in the expected
level of tariffs, which appeared to peak in April and had subsequently declined.

™ On the tariff front, US has issued tariff letters to over 20 nations, warning that higher import
duties will take effect from August 1, 2025 if bilateral trade deals are not reached.

Europe

™ The ECB lowered its three key interest rates by 25 basis points on June 5, 2025, reducing
them to 2.00% (deposit facility), 2.15% (main refinancing operations), and 2.40% (marginal
lending facility).

@ While this move was largely in line with market expectations, the ECB’s accompanying
communication signaled a potential pause in its monetary easing cycle, which began in
mid-2024.

™ The ECB has been trimming interest rates for the eighth time or by 200 bps since last June.
The latest decision comes against the backdrop of Eurozone inflation returning to the ECB’s
medium-term target of 2%, providing the central bank with some policy space to reassess the
pace of further accommodation.

Japan

®» BOJ held rates steady at 0.50%.

™ Uncertainty from trade policies heightened sharply. BoJ expected to keep raising rates if
economy, prices move in line with projections. Trade policies announced in each region likely
to push down economies.

® Timing of underlying inflation to achieve 2% goal will be somewhat delayed.
@ Timing of next rate hike could be swayed a lot depending on impact of tariffs on economy.

Source: Bloomberg | 12
00—
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Global Macro

| The Fed Pause Continues

VAL
Effective Federal Funds Rate (LEFFRND) 4.33%

Sep 2024: 50 bps

| E“t fﬂ 4!? E‘E-m
Effective Fed

Funds Rate (%)

4.00%

Nov 2024: 25 bps
cut to 4.50-4.75%

Dec 2024: 25 bps
cut to 4.25-4.50%

Jan, Mar, Ma!g 2025 Hold

Jul 24 el 24 Jan 2% ApI'25

4. 20%

Figure 1.

™ As expected, the Fed continued to hold interest rates at 4.25-4.50% at its last policy, citing
tariff uncertainty as their chief concern.

m After cutting rates by 100 bps in the last 3 meetings of 2024, this was the 3rd meeting a row
with no change.

™ Market participants now pricing in only two 25 bps rate cuts in 2025, down from four cuts a
month ago (expected in Sept-25)

Source: Charlie Bilello 13
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India Market Outlook

High frequency indicators suggest mixed near-term signals;
but underlying resilience persists

GST collections slowed to ¥1.85trn in Jun; Auto sales were down too; Credit growth momentum
moderated; Core industries output growth dropped to a nine-month low - All in all hinting
towards a slowdown

® As GST completes 8 years, the government said that the collections have doubled over the
past five years to reach a record Rs 22.08 lakh crore in FY25, up from Rs 11.37 lakh crore in
FY21.

™ The collections in FY25 represent a 9.4% year-on-year growth compared to Rs 20.18 lakh
crore collected in FY24, marking the highest-ever annual GST collection since the rollout of
the indirect tax system in July 2017.

® Manufacturing PMI remains in expansionary phase.

® While PVs faced challenges, two-wheeler sales showed more stability, with some
manufacturers experiencing growth.

As on Unit Latest Last One year back
O/s non-food Credit Growth May-25 yoy (%) 9.8% 11.2% 16.2%
Consumption
Auto Volumes
PV Jun-25 Units Sold 2,97,722 3,02,214 2,90,593
2W Jun-25 Units Sold 14,46,387 16,52,637 13,81,040
Industries
Power Consumption Jun-25 yoy (%) -1.5% -41% 8.6%
Manufacturing PMI May-25 X 58.4 57.6 58.1
Core Industries output May-25 yoy (%) 0.7% 1.0% 6.9%
Overall, Economy
GST Collection Jun-25 Rs Trn 1.85 2.01 1.82
Source: Bloomberg, FADA, Company Data

15
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India Macro Outlook

| Real GDP growth shows a sharp bounce in Q4FY25

® The Indian Economy grew by 6.5% in FY 2024-25 (%187.97 lakh crore) in real GDP terms.
™ Nominal GDP increased by 9.8% (¥330.68 lakh crore) implying a deflator of 3.8%

InCred Wealth

™ Q4 FY25 real GDP came in at 7.4% y-o0-y (vs. 6.4% in Q3), surpassing RBI's and market
expectation of 7.2% and 6.8% respectively. This was driven by sharp rebound in fixed asset
investments and sustained momentum in agricultural activity.
® India’s external trade performance remained resilient despite global uncertainties. Although
export growth moderated in Q4, overall exports of goods and services in FY25 grew by 6.3%,

while imports contracted by 3.7%, contributing positively to the net trade balance.
Currency has moved in a range over the month.
Inflation has been dropping and currently trends below RBI's steady state 4% mark.

As of Unit Latest Last 1 year back
Real GDP quarterly March-25 yoy (%) 7.40% 6.40% 8.40%
Real GDP Annual FY25 yoy (%) 6.50% 9.20% 7.60%
Inflation May-25 yoy (%) 2.82% 3.16% 4.80%
Policy Rate Jun-25 % 5.50% 6.00% 6.50%
P May-25 yoy (%) 1.20% 2.60% 6.30%
INR/USD Jun-25 X 85.70 85.53 83.36
Source :Bloomberg, MOSPI
16






IMARKET OUTLOOK | JULY 2025 ,n Cred wealth

Flows, Valuations, Earnings

| Flls buy around $1.7bn in Jun-25; MFs / SIP Flows at all time high

™ Flls remained net buyers of Indian equities at $1.7bn in Jun-25.
® Dlls & MFs continued to be net buyers at $3.1bn and $5.3bn respectively.

™ FlIs turned net sellers in debt markets at $0.7bn while MFs continued to be net sellers at
$3.6bn in the month of May-25.

m SIP flows continue to surge this fiscal. QIFY26 SIP flows stand at ¥80,589cr - that is a 29%
increase YoY for the same period.

Figure 2. - SIP inflows hit all time high in Jun-25 at Rs273bn, up 28%yoy

273
265 264 266 6T

oo 253253 =B 260 2es

5

Figure 3. - Flls remained net buyers, alongside Dlls and MFs, of
Equities

uFll Equity, US3mn wMF Equity, USEmn 52 264

w0l Equity, US3mn

28,978
21,371

" 18,826
. 5,981
I13.?1a Ilz.nﬂ 0,762 5,208
7812 [ :
- I [ I I 1o, 181
mlln | L o= . e

-4 877

=16,501
cYxn CTYD25

Figure 4. - FlIs turned net sellers of Indian debt in Jun-25; MFs have
been sellers

WFIl Dbk, W5%mn § MF Debt, USSmn

13,301

— .
-”?3.59&

38,7E9

CTYD25

Source: Bloomberg, NSDL, SEBI, AMFI \ 18
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Flows, Valuations, Earnings

| Foreign Inflows Elude even as India seems to have delivered

™ India’s macro picture strongest over past 5 years with capital market delivering handsome
returns

m However, FDI flows lowest in FY25. Total foreign flows of only $4.5bn in FY25 - lowest in 20
years!

™ Part explained by flow reversal seen globally

Over The Past 5 Years India Has Delivered, Steadily Yet Foreign Flows Have Dried Up
Foreign Flows Into India (USD Bn)

India Delivers Outstanding Numbers 5“::&“”

Nominal GDP Growth 10.5%

Equity Earnings Growth 20%

Equity Index Returns 24%

Avg. Rupee Volatility (Annualized) 4%

, -40
CPlinflation 5.60% FYD1 FYD4 FYOZ7 FY10 FY13 FYle FY19 FY22 FyY2s
Avg. Real 10Yr Govt. Security Yield 1.40% ENet FDI To India WFPI Equity WFPI Debt =Total

Figure 5. Figure 6.
Data Shows Slowing Inflows, Rising Outflows But It's Not Just India, Global Flows Have Collapsed
FDI as a % of GDP
6.19 455 /529
3.74

0.74

0.
1980 1985 1990 1995 2000 2005 2010 2015 2020 2025
=China =india =World

Figure 7. Figure 8.

Source: DSP AMC | 19
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Flows, Valuations, Earnings

Equity market valuations are elevated yet again; could consolidate

Nifty valuations above long period average; Could see moderation basis the extent of risk from
tariffs uncertainty, earnings trend

200 Current: 136

Average: 78 = s Hlifty fiorward PFE Average
30 ----#150 ---- 15D
25
o B W I I LY o PPV N | I s WP

B T N a 15
9??????3‘1"7‘7“1'7‘3‘7"1“7‘“:"?‘?“?“.'
1885583855838 FS8858E5%F 10
8233688233088 %3°82222 LR LSS Y EEEY E - E P EEEE TSR N,
. = dn E oA g S h 5 2 5 E Eoa d g ] 5 i g oa g
e |ndlian Market Cap to GOP (%) ISP SRR EEREE SRR RN
Figure 9. - India’s market cap to GDP down from all time highs Figure 10. - Nifty forward PE has risen above LPA levels
4;]% Current : -2.29% 4.7 = Nifty 1F¥ forward PB Average -----1%0
2.08% h Average: -2.18%
: 37
0.0%

I~ Y | T

2z
e B = T T B AT BT - I = VI B T
PReeL e g ddd g da g o
E L L eSS ag UcLttcesaguvwe Lt
m =) m = m 1.7
2333580833235 80482323 MM ESELTEITERRR RS SANRRRATRY
L oE B oL oo P I R A oo £
- . R R . ES 5T ER @ 2 2 8 & o5 i ME F o Ec8%5 5
=Sensex trailing eamings yield minus bond yield (%) B22zadzde z23siadzaazisesza3a3
Figure 11. - Earnings yield to bond yield spread has corrected Figure 12. - Nifty PB has risen above LPA; closer to +1SD

Source: SBIMF Research, Bloomberg; MOFSL \ 20



| MARKET ouTLOOK | JuLY 2025 ,ncred wealth

Flows, Valuations, Earnings

Valuations - an issue again for broader markets

Peak valuations and loss of momentum generated a deep drawdown
and a year of poor returns. What happens the second time?

Peak: 46x
Current: 44x

2017: 29

2023: 28x

2020: 15x

2013: 10x

D”’ﬁ‘ﬁ’ﬁ“ﬁﬁ“ﬁ*ﬂ'ﬁ“{’ﬁ:&ﬂﬁ‘ﬁ@%:ﬁ’
o @ & S

wr W . o . p
\3? 4"5’" Q,'i-f ﬂ'[-' q;@' 1?1‘}% W \\‘J‘:\ ;:.';" t!.'a' v_l‘lq’ '\:bﬁ \_QQ'

==Small & Midcap Median TTM PE Ratio  =Long Term Average

Figure 13.

™ The re-rating for SMIDs which began post COVID has caused the median multiple to rise to
unprecedented levels.

m LPA for SMID is 19x — If market undergoes any capitulation this might bring the multiple to
much lower levels

Source: Bloomberg; DSP | 21
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Flows, Valuations, Earnings

LARGEST 10 Stocks Close To Their Most Attractive Level vs The Broader Market

40 0.45
The rolling 2 year performance of top 10 stocks is at one of
the lowest levels on record. It can mean revert. 0.43
30 ) 0.41
20 0.39
0.37
10 ™1 y 0.35
' 0.33
0 ; g "
‘ ¥ i 0.31
0.29
-10
0.27
-20 0.25
& & SRR R LA SRR R AR AR AR i
A\ @d,\ @"‘\ A ,sg\ @\ & A -i*"" é\ A {%. !‘,d- A d."x gb. é‘h \t"& ‘@\ d:" AN
=2 yr relative performance uf er‘ty Top 10 EW Index vs Nifty 500 Index
=Nifty Top 10 Equal Weight TR Index / Nifty 500 TR Index (LHS)
Figure 14.

™ Top 10 companies by market capitalization have underperformed since COVID. However,
relative valuations and macro structure favour Large Caps

™ This makes the Top 10 stock universe an attractive proposition to analyse

Source: Bloomberg; DSP | 22
S — R — R —— i i
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Margins Hold Near Peak, So What Will Drive Profits?

Profit Margin (%)
12
11
10
9
&
7 FY02-06:
ﬁhlarglnll‘.'d
5 ot FY20-22:
..Topline led Margin led
recavery TECOVETY
30% Revenue growth (YoY)
20%
108
Subdued
oo Topling
10%
3 8 85 88 8 ¢ 8 3 % &5 3 3 8§ 4§ 4§ 8 3 8§
@ ® ®m ® @™ ®= @™ ®m ®w ®@m ®w ®w @ @ W M@ @ @ @ @ @ @
fr £ £ £ £ £ X £® £ X ® £ ® X £ X = = E E £ E
Figure 15.

™ Post-Covid, combination of strong revenue growth and margin expansion has been the
primary driver of PAT. Key concern now is sustainability given structural limitations for further

margin expansion (margins here are largely a function of distribution efficiencies and cost
control, rather than durable pricing power)

™ Even during the early 2000s cycle, margin gains plateaued after a surge, despite robust
topline growth

™ Demand revival remains the only credible pathway to sustain earnings growth.

» With revenue growth subdued, question is will FY26 revive it?

Source: DSP AMC | 23
S
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Flows, Valuations, Earnings

A slower nominal GDP may weigh on corporate revenue and earnings growth

Exhibit 7 - Nominal GDP vs. BSE5S00 cos. revenue growth

24
20 1919
14 14
10 10 911 10 11 11 g.”} 119
10 7 ¢ 8
5 5
5 I1ls. |
0 i i =
5 -1
™ = wn W [ (=) (=] = — rd " = Tyl [E¥]
— — L= = — = — £ £ £ d ~d [ (Y]
= > = > > = > > > = = > > o
= == = L — f— —_ L L = = =l == E
W BSES00 cos. revenue growth (ex O&G, ex Mining & Metals)
India Nominal GDF growth
Figure 16.

™ |ndia’s nominal GDP growth will likely slow down to 9% in FY26 - the second lowest pace since
FYO04 (barring covid) - due to low inflation, despite a healthy 6.5% real GDP growth. This could
soften corporate revenue growth, credit growth etc.

m But lower nominal growth implies possible EPS cuts. This re-affirms our base case for
sideways equity markets for this year

Source: Ace Equity, Bloomberg, MOSPI, Jefferies,Estimates are Bloomberg concensus \ 24
s
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Flows, Valuations, Earnings

Sectoral returns during the last low nominal GDP growth phase

Exhibit 10 - Sectoral returns in CY19 (Low nominal GDP growth year)
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Figure 17.

™ Banks and real estate outperformed during the last nominal GDP slowdown phase

™ IT and Qil&Gas were in line with the market / Small Caps Underperformed

Source: Bloomberg; Jefferies \ 25
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Equity Outlook & Strategy

Indian Equities continued the upward streak in June clocking in 3.1% returns and ending
Q1FY 26 up by 8.5%. This was primarily fueled by strong domestic macros. For the month,
broader indices saw relatively stronger gains, led by a ~4.3% rise in small-caps and a 4%
uptick in mid-caps.

™ Flls posted net inflows of $1.7bn in June-25. While FII flows for the year still stand negative,
the last quarter (Apr-Jun) has witnessed inflows of ~$4.5 bn indicating foreign investors'
renewed faith in Indian equities.

® Incremental news flow on US induced tariffs were limited and provided a much-needed calm
to the markets, globally. However, as the world approached 9th July tariff deadline set by the
US, trade deal announcements commenced with tariffs ranging between 25% to 35%.

m Process of bi-lateral deal negotiations continues and would help in softening the effect of
tariffs in coming months leading to a sideways market at best.

™ Recent price surge on equity indices (Nifty), has moved headline valuations back above
historical averages, but still not near the expensive territory.

™ There is room for further up-move given improving corporate earnings growth, low interest
rates, ample liquidity and steady macroeconomic recovery.

™ RBI's jumbo rate cut and impending CRR cut could be a positive for certain sectors such as
BFSI, consumption in the medium term.

™ Earnings for Nifty50 are expected to grow at 5% yoy in Q1FY26, anchored by oil & gas,
telecom, technology, BFSI & healthcare sectors. However, the various stimulative monetary
and fiscal accommodation announced this year should begin to yield significant results
starting 2HFY26. This is anticipated to result in improved economic expansion and corporate
earnings growth.

1: Nifty December 2025 target range based on adjusted EPS expectations

-1SD 10 Year Average +1SD
Nifty 1-year forward PE 18.6 20.3 22.0
Nifty 50 EPS expectations in FY27 1250
Nifty range at end of 2025 23,275 25,350 27,438

Key Takeways

- We remain watchful of the situation that’s unfolding in global markets.

- We believe the Nifty could be rangebound in the next 6 months as corporate earnings are
expected to mirror a rather subdued nominal GDP growth as inflation cools further and
we see a gradual return in global stability.

- We maintain a Neutral stance towards equities in view of the above and suggest
staggered deployment over the next 3 - 4 months.

- Earnings, economic recovery, global monetary policy and extent retaliatory tariffs / trade
deals could provide cues on market.

Source: Bloomberg, IhnCred Wealth 27
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Existing equity holdings:

It's a good time to revisit portfolio allocations across
investor portfolios.

During the past Syr period, midcaps & smallcaps have
significantly outperformed largecaps by ~155%. SMID
segment continues to trade at a premium relative to Large
Cap stocks, and to its respective long period average
valuations by 25% (despite recent correction). We
suggest booking profits in this segment, given the
potential for additional downside.

We continue to advocate caution here and hence remain
marginally underweight in Mid and Small caps. Basis this
view, tactically, we continue to remain overweight Large
Caps (70% of equity portfolio) and restrict Mid Caps and
Small Caps to 20% and 10% of equity portfolio
respectively. Large caps to be allocated over the next 3
months.

If not already initiated, this continues to be a good time to
take profits specially from mid and small cap investments
made over past 2 years. Re-invest 30% - 40% of these
profits immediately as lumpsum back into equities with a
large cap tilt. Balance 60% - 70% to be staggered over the
next 6 months / partly on market dips.

For those under allocated towards the mid and small cap
segment, its prudent to deploy over a 6 — 9 months
stagger or longer.

Alternative investment solutions such as MLD ideas can
be considered that generally offer principal protection
and accelerated participation in market up-move.

Investors sitting on the sidelines with cash in portfolios:

Prudent to deploy over the next 3 months into large caps
and over the 6 — 9 months into mid & small caps / buy the
declines for greater than 2-year perspective.

InCred Wealth

e N
Equity Portfolio Allocation
Largecap @ Mid-Caps @ Small-Caps
\ J
Figure 18.
Category InCred Outlook
Large
Cap
Mid and Small .
Cap Underweight

28
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Fixed Income Outlook

| Given planned CRR cuts / front-ended Repo cut, medium term offers value
™ G-sec yields have inched up since the last RBI policy in June, across tenures as the policy
stance shifted back to neutral from being accommodative.
m» AAA bond yields have seen some hardening in the Syr+ segment

™ Spreads in the AA / A rated segment continue to remain attractive in the 3yr maturity segment.
Some spread improvement has been seen in the AAA 3yr segment in the past month.

™ Yields were largely stable given active yield curve management by RBI.

Figure 19. - Issuers with credit rating “A” offers higher credit spreads

3-year tenor 7-lul-25

G sec 5.83
Credit Spreads (bp)

AAL over G sec 74
AA over AAA B9

A over AR

Figure 20. - Yield curve has steepened marginally in 2025

=——31-Dec-22 31-Dec-23 e O 7-JUl-25

724 - 7.32 o 7
- 7.09 7.09 7.19
—— 714 - 714
5.88

6.30
- - 630
= 5.3

- 5.55

i

Figure 21. - AAA curve is inverted give the sharp fall in short term
liquidity; Should get addressed
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Source: Bloomberg | 30
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Fixed Income Outlook

| Overnight and Short-term rates come off their highs

Figure 22. - Banking system liquidity in surplus

Durable liguidity{Rs. Billion) +ve is surplus, -ve is deficit

B ariking System Liguidity surplus(Rs. Billion], +ve is surplus, -ve is deficit

Figure 23. - Overnight rates align close to the Repo rate (shaded area is policy corridor)
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—Weighted average overnight rates
iz Repo Rate (%)

™ The banking system liquidity surplus average Rs. 2.76 tn in Jun-25, while durable liquidity
reached Rs. 6 tn last month on account of dividend transfers.

™ CRR reduction of 100bps (eventually bringing it to 3%) will commence from Sept-25 through
Nov-25 in four equal tranches of 25bps cut releasing Rs. 2.5 Ik cr of liquidity by Dec-25. This
should further enhance policy rate transmission to credit market

™ Weighted Average Overnight Rates are comfortably below the Repo Rate indicating market
positioning given impending liquidity infusion through CRR cuts over next few months

™ Accrual oriented strategies, to our mind, would benefit from the excessive liquidity seen in the
banking system as term premia is expected to collapse in this segment of the term structure.

Source: Bloomberg; SBI MF | 31
.,
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Fixed Income Outlook

EM bonds have outperformed DM bonds, but the risk premia is now wiped out
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Jun-18 1
Dec-18
Jun-19 A
Dec-19 -
Jun-20 1
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Dec-23
Jun-24
Dec-24
Jun-25 -

Jun-11 1
Dec-11 A

Yield Bloomberg US Treasury TR Index (in %)

=== Yjeld on Bloomberg Global EM Local Currency Govt Universal TR Index (in %)

Figure 24.

™ Near zero risk premium could be one of the major reasons for a subdued India bond market
performance relative to other EM bonds in the recent past (this is despite JPM EM Bond Index
inclusion)

m» Another reason why we shifted FI call to accruals and high yield over duration

Source: Bloomberg; SBI MF \ 32
00—



| MARKET ouTLOOK | JuLY 2025 ,ncred wealth

Fixed Income Outlook and Allocation Strategy

_ | outiook

™ RBI delivered a jumbo rate cut of 50bps in June-25 and announced a further 100bps reduction
in CRR between Sep-25 and Dec-25 thus infusing Rs. 2.5 lakh crore in the system.

®» With Repo Rate now at 5.50% and view on durable liquidity to be positive, the recent
transmission into market interest rates is expected to accelerate.

™ Reduction in cost of funds (better NIMs) could mean lowering of borrowing rates thus
reducing EMIs and leaving more surpluses in the hands of consumers that could in part aid
discretionary spends.

™ While debate around the terminal rate may persist amid shifting views on further easing, we
do not expect incremental repo rate cuts from here as most of the easing seems to be
front-ended post June MPC rate action.

m RBI's rate action has also reduced the spread between Fed Funds rate and the Repo rate to
100bps-125bps v/s historical averages of 350bps-400bps.

™ As external volatility reshapes market expectations, a dynamic and continuously reassessed
approach to duration remains essential. The compelling opportunity that duration strategies
have offered over the past 15m - 18m seems to have significantly played out now.

™ Incrementally, positioning majority of the fixed income portfolio into duration-driven funds
may have marginal value addition.

g | Deployment Strategy

™ Given the expected steepening of yield curve (with short end aggressively coming off in the
coming months), we are going overweight strategies focusing on 2yr — 5yr segment of the
yield curve. We, thus, suggest allocating upto 45% of fixed income portfolio towards
accrual-oriented strategies. Consequently, we now revise our allocation to dynamic / long
duration strategies upto 20% of fixed income portfolio.

@ Credit environment continues to remain stable, and credit spreads remain attractive. Thus,
balance 35% allocation of fixed income portfolio is suggested towards high yielding assets
(bonds /funds).

s N
Fixed Income Portfolio Allocation

Category utlook

Positive on overweight
strategies focusing on

Fixed Income 2yr - 5yr segment of
the yield curve

Accrual @ High @® Long

Oriented Yielding Duration

Strategies Assets Strategies
(. J
Figure 25.

33




InCrecd Wealth

InCred Wealth and Investment Services Private Limited ("InCred Wealth"), is engaged in the business
of distribution of third party financial products or acts as a referral agent of third party financial
products and services (“Investment Products”). InCred Wealth may earn fees, commissions from the
manufacturers of Investment Products.

InCred Wealth does NOT provide investment advisory services in any manner or form. InCred Wealth
is AMFI registered Mutual Fund Distributor.

InCred Wealth may discuss with you (“Client/investor”) about investment products that are in line with
your risk profile rating as maintained with us. Investment products are referred/distributed by InCred
Wealth on a non discretionary and non participation basis. Such discussion would be a service without
any consideration by InCred Wealth to the Investor and the final investment decision shall always
exclusively remain with the investor. Clients/ Investors should independently evaluate the investment,
risks and carry out the required due diligence prior to making any investment decision. Investment
products are subject to market risks and are not guaranteed by Incred Wealth . Investment products
are subject to investment risks, including the possible loss of the principal amount invested. Past
performance is not indicative of future results, investments are subject to market risks which may
result in appreciation or depreciation. There is no assurance or guarantee that the objectives of
investment will be achieved. The risks associated with the Investment products are mentioned in the
product documentation supplied by the manufacturer of the products. Please read the relevant
disclosure documents or Term Sheet or investment agreement or offer documents or prospectus or
scheme information document as applicable carefully before investing. Information and opinions
contained in this report/presentation have been obtained from sources believed to be reliable, but no
representation or warranty, expressed or implied, is made that such information is accurate or
complete. This document has been prepared in good faith and provided to you by InCred Wealth for
informational purposes only, is intended for your use only and may not be quoted, circulated or
otherwise referred to without InCred Wealth’s expressed consent. This document is not a research
report or a research recommendation and does not constitute a personal recommendation. The
information and opinions are not and should not be construed as an offer or solicitation to buy or sell
any securities or make any investments. The financial instrument discussed, and opinions expressed in
this presentation/note may not be suitable for all investors, who must make their own investment
decisions, based on their own investment objective, financial positions and respective needs. This
presentation /note should not be taken in substitution for the exercise of independent judgement by
any recipient. The recipient should in dependently evaluate the investment, risks and carry out the
required due diligence. The client is solely responsible for consulting his/her/its own independent
advisors as to the legal, tax, accounting and related matters concerning investments and nothing in
this document or in any communication shall constitute such legal, tax or accounting advice. As a
condition for providing this information, the client agrees that InCred Wealth makes no representation
and shall have no liability in any way arising to them or any other entity for any loss or damage, direct
or indirect, arising from the use of this information. All third party trademarks (including logos and
icons) referenced here are for illustration purposes only and remain the property of their respective
owners and constitute neither an endorsement nor a recommendation of those organizations/owners
and not intended to imply, directly or indirectly, that those organizations endorse or have any affiliation
with InCred Wealth.

InCred Wealth and Investment Services Private Limited

A Mutual Fund distributor registered with AMFI. .

Registered Office and Corporate Office Address: Unit No 1203, 12th Floor, B Wing, The Capital, C 70,
B Block, BKC, Bandra (E), Mumbai 400051; Phone: +91 22 68446100;

website: www.incredwealth.com ; CIN: U67190MH2020PTC350270.
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