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Equity View

Large Cap

Quick Overview
Markets are likely to remain range-bound until there is greater clarity on geopolitical 
developments and the broader macro environment.
Key risks include resurfacing of disruption in the Strait of Hormuz, moderating economic 
and earnings growth, and persistent inflation prompting further global rate hikes. If these 
risks materialize, markets could retest their March lows.
We expect signs of earnings recovery in H2CY27, with growth improving to ~15%. At a 19x 
forward P/E, this implies a Nifty target of ~26,000, indicating moderate upside from 
current levels.
Thus, buying on market dips / staggering investments over next few months is suggested

-

-

-

-

Indian Equities Large Cap Nifty 50 23,866 Positive

Asset Class Sub-category Index Closing Level InCred Outlook

Domestic Resilience and Easing Global Risks Support a Constructive Outlook

Nifty-50 rebounded in June after May's consolidation but remains down ~9% CYTD, reflecting 
relatively weaker earnings growth and sustained FII outflows.
Record DII inflows and resilient SIP contributions continue to offset foreign selling, providing a 
strong cushion to the market despite external headwinds.
Valuations have moderated meaningfully from their Sept-2024 peak, improving the risk-reward for 
long-term investors.
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Indian Equities Mid and Small Cap Nifty Midcap 100 61,798 Neutral

Asset Class Sub-category Index Closing Level InCred Outlook

Valuation Moderation and Strategic Positioning in Broader Markets

Quick Overview
Nifty Midcap 100 Index valuation premium has moderated and now stands at ~16% above 
its long-term average. Similarly, the Nifty Smallcap 100 Index is currently trading at a 
~27% premium to its historical average.
Consider phased investments over next 3 months to 4 months period, limiting allocation 
to 25% for mid and 15% for small caps.

-

-

Mid and Small Caps continued to outperform in June, extending their positive CY26 performance 
on the back of stronger earnings expectations.
Although valuations have corrected from their Sept-24 highs, SMIDs continue to trade above 
long-term averages, reflecting their earnings growth outlook. 
In the last 3 months, 77% of midcaps and 83% of smallcaps have turned positive indicating a 
broad-based recovery has begun.
We remain neutral on Mid & Small Caps, with a preference for selective allocation within the 
segment.

Equity View

Mid & Small Cap

5Source: Prices as of 30th June 2026; Bloomberg
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Fixed Income

G-Sec 10-year G-Sec

Positive on 2y-5y maturity funds 
and high yield strategies

AAA Corporate 3y AAA

AA Corporate 3y AA

A Corporate 3y A

Asset Class Sub-category Index Closing Level InCred Outlook

6.70%

7.32%

8.11%

9.96%

Hawkish Hold, Rupee gets support; RBI Sets the Stage for Future Hikes

RBI maintained the status quo on rates and retained its “neutral” stance, allowing policy 
flexibility amid an uncertain geopolitical backdrop.
Despite the pause, the policy tone was relatively hawkish, with lower growth forecasts and 
higher inflation projections. With real rates having narrowed to just 15 bps, we expect 
cumulative rate hikes of 75–100 bps over FY27.
GoI & the RBI unveiled a set of measures aimed at deepening the G-Sec market and 
enhancing foreign capital participation.
With supportive liquidity measures offsetting the impact of prospective rate hikes, bond 
yields are likely to remain range-bound, reinforcing our preference for shorter-duration debt 
opportunities.

Quick Overview
~60% in 2yr – 5yr AAA/AA accrual strategies and ~40% in high-yield assets (A rated and 
below).
Credit environment stable; spreads remain attractive.

-

-

Fixed Income View
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USA

Rich valuations on Tech, narrow market rally and open trade risk are key reasons for caution. 
Concentrated earnings growth could favour broader markets, specifically US Small caps.

Europe

Lack of earnings, rich valuations and strong Euro is a headwind for exports.

China

Continue to remain neutral given sharp rise in valuations and 20%+ 1yr returns; Prefer Global EMs

Global Equities

US S&P 500 Neutral

Neutral

NegativeEurope MSCI Europe

China Shanghai Composite

Asset Class Sub-category Index Closing Level InCred Outlook

7,499

2,799

4,094

Precious Metal
Gold LBMA USD

Silver LBMA USD

Asset Class Sub-category Index Closing Level InCred Outlook

Neutral

Neutral

4,008.5

58.6

Global Equities View

Gold and silver corrected by 12% and 23%, respectively, in June following their strong rally 
earlier in the year.
Reduced expectations of policy rate cuts, persistent inflation concerns amid geopolitical 
tensions, a firmer U.S. dollar, and elevated energy prices have tempered the near-term 
outlook for precious metals.
Gold's inability to surpass its previous highs despite heightened Middle East tensions 
suggests the metal is currently undergoing a healthy phase of consolidation.
Despite the recent correction, precious metals continue to serve as an effective portfolio 
diversifier and hedge against uncertainty, with an allocation of up to 10% remaining 
appropriate.

Precious Metal

Commodities View
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Commodities Crude Brent Crude (US$/bbl) 72.9

Asset Class Sub-category Index Closing Level InCred Outlook

Neutral

Commodities View

Crude

Brent crude oil price (currently $79/bbl) rose marginally following end of ceasefire between US 
& Iran on 8th July.
However, basis EIA’s forecasts, on the assumption of increasing oil supply and moderating 
inventory draws, Brent crude oil is expected to average $74/b in 3Q26.
They expect ongoing oil inventory accumulation over the next year will continue to put 
downward pressure on crude oil prices, with Brent falling to an average of $65/b in 2027.

MARKET OUTLOOK | JULY 2026



Source: Bloomberg 9

Trade Optimism Fuels Strength in Global Equities

Global markets recovered following easing of West Asia tensions, Crude & precious metals 
see sharp corrections.see sharp corrections.

Figure 1.
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Market Breadth Remains Robust as Risk Sentiment Improves

Broad-based participation kept market momentum intact with Small 
Caps leading the pack
Broad-based participation kept market momentum intact with Small Broad-based participation kept market momentum intact with Small 
Caps leading the pack

Figure 2.

Figure 3.

Figure 2.

Figure 3.

Indian Equities rose this month with Nifty up 1.4%, mid caps flattish and Small Caps gaining 
4.3%. However, YTD Mid & Small Caps are in the green (2.2% & 6.2% respectively) while Nifty 
is down 9%.
Banks, Financials, Defence & Healthcare saw highest gains in the month.
IT, FMCG & Infra underperformed in Jun-26.
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Quarterly GDP
Mar-26

SA qoq (%)

Inflation
May-26
yoy (%)

Current Policy Rate
Jun-26

10Y bond yield
7-Jul-26

US

Europe

Japan

2.1%

-0.2%

0.5%

3.8%

3.0%

1.5%

3.50% - 3.75%

2.40%

1.00%

4.50%

2.97%

2.84%

Global Macro & Markets

Rate Hike Cycles Has Begun Amid Heightened Inflation Risks

USA

In Federal Reserve Chairman Kevin Warsh’s first meeting in June, interest rates were kept 
steady at 3.50% - 3.75%, voted unanimously . 
New rate projections released showed nine officials foresaw atleast one quarter point hike 
this year, with six anticipating atleast two. 
The Fed  statement showed the outlook for inflation was marked up from 2.7% for the end of 
2026 to 3.6%.

Europe

ECB raised interest rates as expected to contain the risk of higher energy prices, driven by the 
Iran conflict, feeding into broader inflation.
2026 inflation forecast was revised up to 3.0% (from 2.6%) and its 2027 forecast to 2.3% (from 
2.0%), reflecting persistent inflationary pressures.
At the same time, the ECB lowered its 2026 growth forecast to 0.8% (from 0.9%) while 
projecting 1.2% growth in 2027, highlighting the challenge of curbing inflation without 
significantly slowing economic activity.

Japan

The BOJ raised interest rates to a 31-year high, marking a significant step in policy 
normalization and signaling its willingness to tighten further amid persistent inflationary 
pressures from higher energy prices.
The BOJ noted that rising medium- and long-term inflation expectations could push 
underlying inflation above its target, reinforcing the need for continued policy normalization.
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India Macro Outlook

GST collection picked up in June; Credit growth strong while Auto sales

Figure 4. - Non-Bank Food Credit Growth (y-o-y) Figure 6. - PV & Two-Wheeler

FY26 GDP came at 7.7%, surpassing expectations

Figure 8. - GDP Trend (q-o-q) Figure 10. - CPI & Core CPI – sharp rise in headline while core is stable

Figure 9. - Policy Rate – line graph Figure 11. -  IIP

Figure 5. - GST Collection (₹Trn) Figure 7. - Export & Import of Goods
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INR rebounds as global risks ebb

15Source: MOSL

India Macro Outlook
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INR rebounds as global risks ebbINR rebounds as global risks ebb

Figure 13. - USDINR exchange rate change (%): INR depreciated 28% in the past decade, whereas it depreciated 21% in the past five years itself

Figure 14. - Key currency performance since Feb'26 vs. MoM change



Rainfall shortfalls are affecting sowing patterns, making agricultural output and 
food prices key monitorable

Monsoon Watch: A Critical Variable 

MARKET OUTLOOK | JULY 2026
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food prices key monitorable

Figure 14.
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Figure 17. - FII turn net buyers while MFs continue to be sellers

Figure 16 - Record selling by FIIs in 2026, DIIs and MFs continue to be 
net buyers

Figure 15. - SIP inflows drop in May-26 but still up 16% yoy

Flows, Valuations, Earnings

Domestic Flows Stay Resilient Amid Global Unrest

For the fourth consecutive month, FIIs continue to be net equity sellers at $5.2bn while they 
have turned positive on debt in the month adding $3.2bn.

DIIs & MFs continued to support the equity markets adding $9.0bn and $5.6bn respectively.

MFs continue to be negative on debt at $9.9bn, second month in a row.

SIP inflows came in at ₹310bn in May-26.

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

FPI buying of Indian bonds hits record after Tax break

MARKET OUTLOOK | JULY 2026

FPI buying of Indian bonds doubled in June to $4.4bn – bettered its own record of $2.2 bn in 
August - 2024.
INR was also the best performing currency in June-2026
Strong capital inflows, softer crude oil prices and RBI's calibrated interventions have helped 
strengthen the INR

FPI buying of Indian bonds doubled in June to $4.4bn – bettered its own record of $2.2 bn in FPI buying of Indian bonds doubled in June to $4.4bn – bettered its own record of $2.2 bn in 

FPI buying of Indian bonds hits record after Tax breakFPI buying of Indian bonds hits record after Tax break

Figure 18.

Figure 19.



Valuation metrics have cooled from their Sep-24 peaks

Figure 20. - Gross FDI Holds Firm as Net Inflows Decline Figure 21. - New Equity Inflows Underpin Gross FDI

20Source: Bloomberg

Flows, Valuations, Earnings

FDI Trends Continue to Support India Story

MARKET OUTLOOK | JULY 2026

Figure 22. - Nifty valuation close to long-term average

Figure 23. - On P/B basis, Nifty trades at a marginal discount

Net FDI fell from $28bn in FY23 to about $1bn in 
fiscal 2025 before recovering modestly in FY26. 
Gross inward FDI, however, continued to rise. 
The widening gap between gross and net FDI 
shows that higher outflows, not weaker inflows, 
are driving the decline in net FDI. 
Robust gross inflows indicate foreign investors 
still see India as an attractive destination.

Fresh equity capital, measured as new equity 
inflows through the government and automatic 
approval routes, rebounded to $48.5 billion in 
fiscal 2026. 
It remains the largest component of gross FDI, 
underscoring India’s continued ability to attract 
new long-term foreign investment.

Long Term Avg: 2.7x



Figure 24. MSCI India performance vs. regional indices (in local currency)

Figure 25. Nifty 50 vs MSCI EM Index - Indexed Performance YTD 2026

Figure 24. MSCI India performance vs. regional indices (in local currency)Figure 24. MSCI India performance vs. regional indices (in local currency)

Figure 25. Nifty 50 vs MSCI EM Index - Indexed Performance YTD 2026Figure 25. Nifty 50 vs MSCI EM Index - Indexed Performance YTD 2026

Figure 24. MSCI India performance vs. regional indices (in local currency)Figure 24. MSCI India performance vs. regional indices (in local currency)

21Source: Bloomberg, Jefferies, Ikigai Asset Manager

Flows, Valuations, Earnings

India has been an underperformer till Q2 CY2026
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Flows, Valuations, Earnings

However, India’s fundamentals stand firm vs. others

MARKET OUTLOOK | JULY 2026

Figure 26. Median Net Profit Margin (%, 3-yr average)

Figure 27. Median Return on Equity (%, 5-yr average)

However, India’s fundamentals stand firm vs. othersHowever, India’s fundamentals stand firm vs. others

Figure 26. Median Net Profit Margin (%, 3-yr average)Figure 26. Median Net Profit Margin (%, 3-yr average)



Figure 28.Figure 28.

23Source: Bloomberg, Ikigai Asset Manager

Flows, Valuations, Earnings

Nifty has lost ~1/4th of its value in dollar terms since Sept-24
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Nifty in Dollar terms is back to 2021 levels
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Key Takeways
Downside risks  to be watched for basis the time taken for normalcy to be established 
across West Asia. Till such time markets could remain under pressure.
Sustained market upside will depend on earnings delivery and macro momentum, even as 
volatility may offer selective buying opportunities.

-

-

1yr Forward PE

19.0

Nifty Level

26,030

CY27 EPS

1,370Nifty

Nifty December 2026 target range based on adjusted EPS expectations

Nifty-50 rose in June-26 following some consolidation in May, however CYTD it is still down by 
9% as a result of relatively weaker earnings growth and the brunt of persistent FII selling.
In contrast, Mid and Small Caps extended their positive momentum, gaining ~0.1% and ~4.3% in 
June, respectively, and are now up ~2.2% and ~6.2% respectively since the start of CY26.
The prolonged market consolidation has led to a broad-based moderation in valuations. Since 
the September 2024 peak, valuations for the Nifty-50, Midcap-100, and Smallcap-100 have 
corrected by 25%, 27%, and 7%, respectively. Despite this, SMIDs continue to trade above their 
long-term averages, supported by a stronger earnings growth outlook.
Geopolitical uncertainties, moderating earnings, and elevated valuations drove USD 60bn of FII 
outflows since the September 2024 market peak. However, record DII inflows (USD 162bn) and 
strong SIP flows (~USD 3bn per month) offset foreign selling, limiting the Nifty's correction to 
around 15%.
Markets are likely to remain range-bound until there is a definitive resolution to US-Iran war, 
improvement in broader macro outlook and sustained earnings growth pickup.
A prolonged Hormuz disruption, slowing growth, weaker earnings, and renewed inflationary 
pressures leading to further rate hikes remain key risks that could drive markets back toward 
their March lows.
We believe that greenshoots might emerge in H2CY27 and earnings growth might recover to 
~15%. At a 19x forward multiple, this implies a Nifty level of ~26,000, a moderate upside from 
current levels.
This, buying on market dips / staggering investments over next few months is suggested.

Improving risk sentiment and supportive valuations favour gradual accumulation

Equity Market Outlook

25
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Equity Allocation Strategy

Points to consider for equity portfolio management

SMID segment continues to trade at a premium relative to Large Cap stocks, and to its respective 
long period average valuations (while the premium has significantly reduced). But a positive 
earnings growth view prompts us to change our stance.
We hold out neutral stance in Mid & Small caps and suggest selective allocation to this space. Our 
preference for Large Caps reflects in suggesting 60% of equity portfolio towards this segment and 
balance towards broader markets.
Deploy over 2 – 3 months in Large Cap strategies and extend the stagger from 3 months – 4 months 
for any mid and small cap allocation.
Alternative investment solutions such as MLD ideas can be actively considered offering principal 
protection and accelerated participation.

1)

2)

3)

4)

Large
Cap Positive

Mid and Small
Cap Neutral

Category InCred Outlook

Mid-Caps

Equity Portfolio Allocation

60% 25%

15%

Large cap Small-Caps

Figure 32.
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Fixed Income Outlook

Defensive positioning in portfolios to help; Credit Spreads attractive

Easing crude prices and RBI's proactive FX measures supported a broad-based decline in 
domestic interest rates.
3yr Spreads in the AA / A rated segment continue to remain attractive.
The spreads in the 3yr AAA segment have seen a marked improvement
Improving banking system liquidity, driven by RBI measures, is expected to support stable 
currency conditions and lower interest rates.

Figure 31. - AAA curve has shifted ~75bps in 1yr-3yr segment; by 
~35bps in long duration in 4m~35bps in long duration in 4m

Figure 30. - 10yr G-Sec yields back to pre-rate cut level;
Short term remains anchored

Figure 29. - Issuers with credit rating “A” offers higher credit spreads
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Fixed Income Outlook and Allocation

Outlook

RBI kept rates unchanged retaining “neutral” stance, preserving flexibility amid evolving 
geopolitical conditions. However, the policy carried a hawkish undertone, reflected in lower 
growth projections and higher inflation forecasts relative to the previous review.

GoI & the RBI announced key measures to deepen the G-sec market and attract foreign 
capital. While the precise impact is difficult to estimate, these initiatives could potentially 
support inflows of $75–80bn  (Index flows, ECB borrowing, FCNR(B) deposits).

With inflation expectations at 5.1%, real rates have compressed to just 15 bps. To restore a 
more sustainable real interest rate of ~125 bps, we expect the RBI to raise rates by 75–100 bps 
over the course of FY27, as the RBI gets further clarity on the progress of monsoons, GDP and 
CPI data prints, impact of the measures for INR stability and the extent of normalization on the 
geopolitical front.

With yields likely to remain in a tight range amid opposing policy forces, we continue to prefer 
shorter-duration debt opportunities.

Fixed Income

Category  Outlook

Positive on <3 yrs 
maturity accrual funds 

and high yield 
strategies

Fixed Income Portfolio Allocation

<3 Yrs AAA / 
AA (Accrual), 
60%

High Yielding
(A rated &
below), 40%

60%
40%

Figure 36.
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Disclaimer

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 & SIF 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 & SIF 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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