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Dear Investor,

The month of August turned out to be a challenging one
for Indian equity markets. While the Sensex was down
1.69%, mid and small cap indices of the BSE were down
2.49% and 3.70% respectively. The Sensex is down
4.54% over the last two months, which is the largest two-
month, points and percentage, decline since February
2025.

A fresh round of US tariff that raised total tariff to 50% on

a wide range of Indian products like gems and jewellery, garments, footwear
and furniture to industrial chemicals weighed on the stock market. Investors
are now pinning hopes on the proposed goods and services tax (GST)
rationalisation likely in the week ahead to alleviate concerns over the fallout
from the tariffs. Prime Minister Modi has pledged to protect farmers, cut taxes
and push for self-reliance in the wake of tariff hikes.

India's economy grew faster than expected in the April-June quarter of FY26,
with GDP rising 7.8% compared with 6.5% a year earlier, marking a five-
quarter high. The growth outpaced the Reserve Bank of India's projection of
6.5%, even as concerns linger over the impact of steep U.S. tariff hikes on
future business activity.

Meanwhile, India's fiscal deficit for April-July stood at ¥ 4.68 lakh crore, or
29.9% of the annual estimate, widening from 17.2% in the same period last
year. Government data showed receipts at T 10.95 lakh crore and expenditure
at ¥ 15.63 lakh crore, amounting to 31.3% and 30.9% of the year's budget
targets, respectively. Non-tax revenue surged on the back of the RBI's ¥2.69
lakh crore dividend to the Centre, helping offset lower tax collections.

While the current market situation could keep the market volatile for some
time, we believe that long-term investors should avoid any knee-jerk reaction
and stay invested through their defined time horizon. Besides, it would be
prudent to keep their portfolio diversified and continue to follow the
disciplined investment process. It may not be a good idea to make an attempt
to realign the portfolio in the wake of US tariff since the fund managers are
likely to make these adjustments at their end.

Warm regards,
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Hemant Rustagi
Editor
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The Stock Market
Performance
During August 2025

Indices 31st 29th  Change
July August in (%)
2025 2025

Sensex 81,185.58 79,809.65 -1.69

MIDCAP 45,781.65 44,642.31 -2.49

SMLCAP 53,425.29 51,449.23 -3.70

BSE-100 25,961.78 25,556.76 -1.56

BSE-200 11,248.28 11,048.51 -1.78

BSE-500 35,981.74 35,287.71 -1.93
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Equity Market Outlook

India’s Economic Crossroads: Resilience Amid

Global Uncertainty

Macroeconomic Strength and Surprising
Growth

India stands at a pivotal moment in its economic journey.
Despite global headwinds, including trade friction,
geopolitical tensions, and currency volatility, the
domestic growth engine continues to show remarkable resilience.

Real GDP growth surprised on the upside in Q2 CY25, registering a print of
7.8% year-on-year basis, well above consensus estimates. This was driven
by strong private consumption and robust performance in the services
sector, despite amid aviation disruptions and geopolitical challenges.

India's macro stability, ongoing policy reforms, and anticipated
consumption revival are laying the foundation for a robust medium-term
growth cycle.

Consumption Revival on the Horizon

Consumption, the largest contributor to domestic GDP, has faced pressure in
recent quarters due to lower disposable incomes, a general slowdown, and
regulatory curbs on consumer loans.

However, recent quarters have seen the central bank ease its stance, while
the government has taken steps to revive demand including tax cuts and GST
rate rationalization. These measures are expected to support a consumption
rebound, especially as the festive season approaches.

BFSI Sector: Margin Pressures and Recovery Prospects

The BFSI sector, particularly lending space, has experienced margin
pressure due to aggressive rate cuts by the RBI and asset quality concerns in
unsecured loans. As we move into 2H FY26, margin pressures are expected
to ease with gradual repricing on the asset side, offering optimism for
earnings recovery.

Capex Cycle sustaining Momentum

India's capex cycle is doing reasonably well, supported by corporate balance
sheets at 15-year low leverage levels. Listed companies' capex is growing in
the high teens, with FY25 aggregate capex estimated at 9.4 trillion. Key
sectors such as steel, cement, power, refineries, industrial automation and
ports are witnessing significant capacity additions.

Government capex is also expanding in low double digits, with a focus on
defence, power, renewable energy, and metro infrastructure.

Expected revival in consumption has potential to revive domestic demand
and improve capacity utilisation. Clarity on export front in next 1-2 quarters
along with benign cost of capital is likely to keep the capex momentum on
reasonable footing.

Equity Markets: Rangebound but Resilient

Indian equity markets have traded rangebound over the past year, weighed
down by global bond yields, trade tensions, and earnings slowdown.
NSES500 companies have seen mid to high single-digit growth in sales and
operating profits, with consistent earnings downgrades.

While nominal GDP growth remains in double digits, recent deceleration
due to lower inflation has impacted corporate revenues, especially in
pricing-sensitive sectors. However, RBI's pro-growth stance, surplus
liquidity, and rate cuts are expected to provide counterweights to this drag.
Valuations have corrected from previous highs, and the pace of earnings
downgrades is moderating thereby is expected to offer hope to equity
investors.

Domestic Flows and Structural Shifts

Domestic mutual fund flows remain robust, averaging $6.4 billion monthly
in FY26 to date. SIP contributions are steady, though discretionary flows
have slowed. Notably, domestic investors now exceed foreign ownership in
Indian equities, marking a structural shift in market dynamics.

Falling cost of capital, strong domestic flows, subdued oil prices, rising
service exports, and fiscal consolidation are paving the way for structurally
lower real interest rates and reduced macro volatility which are believed to
be key catalysts for valuation multiples.

Risks: US Tariffs and Trade Uncertainty

The imposition of secondary US tariffs (an additional 25% on Indian
imports) poses a near-term risk. NIFTY 50 index has corrected 4-5% in
response to uncertainties around exports of non-exempt products like
jewellery, textiles, and seafood.

Exports of goods to the US as on FY24 stood at USD 77 billion (~2% of
GDP). Economists estimate a 0.3-0.6% annualized drag on real GDP
growth, with MSMEs in textiles and gems most affected.

However, this impact may be mitigated by export diversification,
government support, and potential resolution through trade negotiations or
favourable US court rulings.

GST Reform: A Potential Game-Changer

The upcoming GST rate rationalization could be transformative,
simplifying tax structures and reducing costs across sectors like auto,
consumer goods, and insurance. This reform could boost demand
structurally and act as a catalyst during the festive season.

However, excessive exceptions and exclusions could dilute its impact,
making implementation critical to its success.

A Structural Opportunity with Tactical Challenges

India's economic story is one of resilience, reform, and reinvention. While
global uncertainties and valuation concerns persist, strong domestic
demand, policy continuity, and macro stability provide a compelling case for
long-term investment.

The economy is on solid footing, supported by pro-growth policies from
both the government and RBI, and healthy corporate balance sheets.
However, the recent US tariff issue presents a significant headwind that
could delay the positive impact of these factors.

We are structurally positive on India growth story. India growth is being
driven by capex, consumption, manufacturing and infrastructure
investments. Mega trends like Power, Manufacturing, Capital Goods,
Railways, defence, data centre and High end discretionary are expected to
have long runway for growth. Export oriented themes like CDMO, specialty
chemicals, niche products, and engineering goods are also expected to
remain high growth areas once tariff uncertainty settles down

From a long-term perspective, India's GDP growth trajectory suggests a
favourable outlook. For investors, India should not just a tactical play but a
structural opportunity. Navigating near-term risks and valuation pockets
would be key, but the potential rewards remain substantial.

Source: RBI, PIB, Bloomberg, NSDL

Dikshit Mittal
Senior Fund Manager- Equity
LIC Mutual Fund Asset Management Limited

Disclaimer

The views expressed herein are based on internal data, publicly available
information and other sources believed to be reliable. Any calculations made
are approximations, meant as guidelines only, which you must confirm
before relying on them. The information contained in this document is for
general purposes only. The document is given in summary form and does not
purport to be complete. The document does not have regard to specific
investment objectives, financial situation and the particular needs of any
specific person who may receive this document. The information / data
herein alone are not sufficient and should not be used for the development or
implementation of an investment strategy. The statements contained herein
are based on our current views and involve known and unknown risk and
uncertainties that could cause actual results, performance, or event to differ
materially from those expressed or implied in such statements. Past
performance may or may not be sustained in the future. LIC Mutual Fund
Asset Management Ltd. / LIC Mutual Fund is not guaranteeing / offering /
communicating any indicative yield on investment made in the scheme(s).
Neither LIC Mutual Fund Asset Management Ltd. and LIC Mutual Fund
(the fund) nor any person connected with them, accepts any liability arising
from the use of this document. The recipients before acting on any
information herein should make his/her/their own investigation and seek
appropriate professional advice and shall alone be fully responsible / liable
for any decision taken on the basis of information contained herein.

Mutual Fund investments are subject to market risks, read all scheme
related documents carefully.
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Debt Outlook

In its August 2025 meeting, the Monetary Policy
Committee (MPC) unanimously held the repo rate steady
at 5.50%, maintaining a neutral stance, which was in line
with market expectations. The committee emphasized its
data-dependent approach with growth as its key focus.
Headline inflation has remained below the target level,
due to easing food prices, especially vegetables, while core inflation has
been stable. However, it is expected to stay near the upper target band,

largely influenced by bullion prices.

RBIMPC's GDP (Gross Domestic Product) outlook was unchanged at 6.5%
for FY25-26, with quarterly projections being:

- Q2FY25-26:6.7%

- Q3FY25-26:6.6%

- Q4FY25-26:6.3%

Real GDP growth for Q1FY26-27 is projected at 6.6%

RBI CPI (Consumer Price Index) Inflation outlook for FY25-26 was 3.1%
(previously at 3.7%), and quarterly estimates being:

- Q2FY25-26:2.1% (vs. previous 3.4%)

- Q3FY25-26:3.1% (vs. previous 3.9%)

- Q4FY25-26:4.4% (unchanged)

CPlinflation for Q1 FY2026-27 is projected to be 4.9%

The RBI''s (Reserve Bank of India) positive outlook on inflation was mainly
driven by the inflation data for July 2025 that came in at a 77-month low,
mainly driven by vegetable prices, favorable base effect, steady progress in
monsoon. The CPlis expected to inch up from Q4F Y26 due to base effect.

The RBI Governor mentioned that the Operating target rate is going to be
WACR (Weighted Average Call Rate) as it has a high correlation with
TREPS and Repo rate. The RBI through its LAF (Liquidity Adjustment
Facility) operations has managed liquidity and kept the Overnight rates
around the REPO rate.

GDP growth for Q1 FY26 surprised on the upside at 7.8%, driven by strong
investment activity, higher private consumption on the expenditure side, and
steady growth in the services sector. Nominal GDP grew by 8.8% in Q1
FY?26, supported by amoderation in both WPI and CPI inflation.

The central government's proposal to rationalize GST (Goods and Services
Tax) rates by eliminating the 12% and 28% slabs and reallocating items to
the 5% and 18% brackets is being viewed as a constructive policy move.
This step has the potential to boost consumer demand, while maintaining

macroeconomic stability.

The RBI MPC minutes from the August 2025 policy reflected a hawkish
tone, with members stressing the need to pause to allow policy transmission,
while remaining cautious about evolving global uncertainties. Five out of
the Six members suggested a data-dependent approach as global factors

seem to improve.

On the global front, the U.S. Federal Reserve's July 2025 FOMC (Federal
Open Market Committee) minutes also carried a hawkish tone, with
concerns raised over inflationary pressures stemming from tariffs. However,
Fed Chair Jerome Powell struck a more dovish note during his Jackson Hole
address, citing softening labor market trends and characterizing tarift-

related price rises as a one-time adjustment. This dovish stance raised

market expectations of a rate cut in September 2025.

The domestic 10-year government bond yield came under pressure in

August 2025, rising sharply to 6.57% from earlier levels of around 6.37%.

Outlook
The stronger-than-expected GDP print for Q1 FY26 has given policymakers

room to stay on pause while monitoring festive season consumption trends
and the impact of the recent GST rate cut. The GST cut is expected to support
growth and ease inflationary pressures. Given this backdrop, the probability
of the RBI cutting rates by 25 bps in October 2025 is low, as it is likely to wait
for more clarity on the GST effect and the tariff impact. Meanwhile, the
FOMC is expected to cut rates at its September 2025 meeting.

System liquidity is expected to stay in surplus, with the RBI likely to

continue managing it through fine-tuning operations.

Growth prospects remain uncertain due to tariff-related risks and global
headwinds. However, these pressures may be partly cushioned by a good
monsoon, income tax cuts, and GST-driven demand. On the global front,

economic growth is projected to slow, primarily due to tariff measures.

Source: RBI, PIB, Bloomberg

Rahul Singh
Senior Fund Manager- Fixed Income
LIC Mutual Fund Asset Management Limited

Disclaimer

The views expressed herein are based on internal data, publicly available
information and other sources believed to be reliable. Any calculations made
are approximations, meant as guidelines only, which you must confirm
before relying on them. The information contained in this document is for
general purposes only. The document is given in summary form and does not
purport to be complete. The document does not have regard to specific
investment objectives, financial situation and the particular needs of any
specific person who may receive this document. The information / data
herein alone are not sufficient and should not be used for the development or
implementation of an investment strategy. The statements contained herein
are based on our current views and involve known and unknown risk and
uncertainties that could cause actual results, performance, or event to differ
materially from those expressed or implied in such statements. Past
performance may or may not be sustained in the future. LIC Mutual Fund
Asset Management Ltd. / LIC Mutual Fund is not guaranteeing / offering /
communicating any indicative yield on investment made in the scheme(s).
Neither LIC Mutual Fund Asset Management Ltd. and LIC Mutual Fund
(the fund) nor any person connected with them, accepts any liability arising
from the use of this document. The recipients before acting on any
information herein should make his/her/their own investigation and seek
appropriate professional advice and shall alone be fully responsible / liable

for any decision taken on the basis of information contained herein.

Mutual Fund investments are subject to market risks, read all scheme
related documents carefully.

A Note To Our Esteemed Readers

Wealthwise is being sent to some of you on a Complimentary basis as a
part of our humble effort to ensure that more and more investors get the
best from their investments. We sincerely hope that you would like the
contents of Wealthwise and in some way benefit from it. However, if you
do not wish to receive “Wealthwise” on a regular basis, please let us know
by sending us a mail on information@wiseinvest.co.in. You can also write

to us at our Corporate Office address mentioned below.
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Performance Of Select Funds
Data as on August 29, 2025

EQUITY FUNDS

Large Cap, Large & Midcap, Multi Cap HYBRID

Fund Launch 6 Mth* 1 Year* 2 Year** 3 Year** 5 Year** 7 Year**10 Year** 15 Year**  Fund Launch 6 Mth* 1 Year* 2 Year** 3 Year** 5 Year** 7 Year** 10 Year** 15 Year**
ABSL Cap Fund Aug-02 1293 -257 1569 1425 1890 1218 1255 1269  ABSLEquity Hybrid'95Fund  Feb-95 1154 -065 1362 1223 16.04 979 1051  11.16
ICICI Prudential Large Cap Fund May-08 1301 -099 1887 1729 2111 1404 1436 1392  |CICIPrudential Equity & Debt Nov-99 1259 284 1962 1878 2432 1669 1576 1577

Kotak Large Cap Fund Dec-98 1293 -267 1563 1384 1835 1286 1275 1210 Kotk Aggressive Hybrid Fund Nov-99 14.08 -1.01 1529 1445 1896 1374 1300  11.71
Nippon India Large Cap Fund Aug07 1496 008 1811 1876 2342 1433 1428  14.01

Aditya Birla Sun Life Flexi Cap Fund ~ Aug-98 1432 -151 17.51 1614 1967 1284 1387  13.22
Bajaj Finserv Flexi Cap Fund Aug-23 16.32 -0.39 19.46 - - - - -
Bandhan Focused Fund Mar-06 11.75 -1.01 19.08 1097 1257 1041
HDFC Flexi Cap Fund Jan-95 1358 398 2265 16.76 1597  14.07
Helios Flexi Cap Fund Nov-23 18.26 1.35 - -

Invesco India Focused Fund Sep-20 13.78 -0.61 -

Kotak Flexicap Fund Sep-09 15.27 -0.83

Motilal Oswal Flexi Cap Fund Apr-14 1583 2.97

Parag Parikh Flexi Cap Fund May-13 8.73 5.33 DEBT

SBI Focused Fund Oct04 1234 327 Debt Oriented & Ultra Short Term Debt Fund

WhiteOak Capital Flexi Cap Fund Aug-22 14.80 0.78 - Funds Launch 1 Mth* 3 Mth* 6 Mth* 1Year* 2Year* 3Year* 5 Year**
Axis Large & Mid Cap Fund Oct-18 1361 -2.11 ; ABSL Short Term Fund May-03 003 077 431 810 779 732 645
Bandhan Large & Mid Cap Fund Aug-05 14.79 -4.17 Axis Corporate Bond Fund Jul-17 -0.07 061 4.70 8.39 8.01 743 6.23
HDFC Large and Mid Cap Fund Feb-94 14.71 -4.68 HDFC Corporate Bond Fund Jun-10 <035 011 414 784 791 752 631
HSBC Large and Mid Cap Fund Mar-19  19.69 -4.43 - Kotak Banking and PSU Debt Fund  Dec-98 020 031 428 780 776 733 613
ICICI Prudential Large & Mid Cap Fund Jul-98  13.02 -0.41 Kotak Corporate Bond Fund Sep07 016 054 442 822 801 750  6.19
Invesco India Large & Mid cap Fund  Aug-07 22.26 515 SBI Banking and PSU Fund Oct09 015 032 435 78 755 709 564
Kotak Large & Midcap Fund Sep-04 1515 3.4 ICICI Prudential Savings Fund Sep02 038 150 422 802 78 774 637

LIC MF Large & Mid Cap Fund Feo-15 1377 -684 Kotak Savings Fund Aug04 039 150 370 720 741 692 557
LIC MF Multi Cap Fund Oct22 1610 -5.51

SBI Equity Hybrid Fund Dec95 1150 4.62 1539 1272 1585 1222 1206 1248
ABSL Bal. Advantage Fund Apr-00 1048 280 1299 1218 13.39 - - -
ICICI Prudential Bal. Advantage Dec-06 1042 5.15 1412 1272 1427

Kotak Bal. Advantage Fund Aug-18 914 098 1156 10.85 11.75

Nippon India Bal. Advantage ~ Nov-04 864 073 1299 1149 13.13

Bandhan Equity Savings Fund  Jun-08 4.01 514 781 749  8.10

Kotak Equity Savings Fund Oct-14 811 254 1165 1112 1137

*Absolute ** Annualised. Past performance may or may not be sustained in future.
Motilal Oswal Large and Midcap Fund  Oct-19  23.47 1.20 - Source: Value Research

SBI Large & Midcap Fund Feb-93 13.06 -0.28
UTI Large & Mid Cap Fund Feb-93 12.80 -5.04

Dividends declared by equity and equity-oriented funds during

Invesco India Contra Fund Apr-07 1433 -3.38 the month Of August 2025
HSBC Multi Cap Fund Jan-23 1717 -535 -

Kotak Multicap Fund Sep-21 16.88 -5.30 _ Scheme name Date Dividend declared inX Per unit
Invesco India Balanced Advantage Fund 04-08-2025 0.26
ICICI Prudential Balanced Advantage Fund - Monthly 05-08-2025 0.07
ICICI Prudential Equity & Debt Fund - Monthly 05-08-2025 0.16
ICICI Prudential Exports and Services Fund 05-08-2025 3.30
ICICI Prudential Focused Equity Fund 05-08-2025 2.36
ICICI Prudential Technology Fund 07-08-2025 6.15
ICICI Prudential Pharma Healthcare and Diagnostics (P.H.D) Fund 07-08-2025 2.05
UTIAggressive Hybrid Fund 07-08-2025 0.90
Motilal Oswal Balance Advantage Fund - Quarterly 12-08-2025 0.19
Sundaram Balanced Advantage Fund - Monthly 14-08-2025 0.12
Sundaram Aggressive Hybrid Fund - Monthly 14-08-2025 0.25
PGIM India Equity Savings Fund - Monthly 14-08-2025 0.07
DSPELSS Tax Saver Fund 14-08-2025 0.59
Sectoral / Thematic Fund & Tax Saving Edelweiss Aggressive Hybrid Fund 21-08-2025 0.20
ICICI Prudential Banking and Financial Aug-08 12.30 6.18 15.24 Edelweiss Equity Savings Fund - Monthly 21-08-2025 0.08
ICICI Prudential Pharma Healthcare  Jul-18  17.25 3.63  29.28 - Aditya Birla Sun Life Balanced Advantage Fund 22-08-2025 0.15
Nippon India Banking & Financial May-03 10.90 3.99 1510 Axis Aggressive Hybrid Fund - Monthly 26-08-2025 0.10
Nippon India Pharma Fund Jun-04 1245 -2.06 21.16 Bandhan Equity Savings Fund - Monthly 28-08-2025 0.06
Nippon India Power & Infra Fund May-04 17.33 -10.22 22.35 Bandhan Aggressive Hybrid Fund 28-08-2025 0.1
SBI Healthcare Opportunities Fund ~ Jul-99 ~ 11.66 471 2395 Baroda BNP Paribas Aggressive Hybrid Fund 28-08-2025 0.13

ABSL PSU Equity Fund Dec-19 13.60 -15.36 24.47 - - DSP Aggressive Hybrid Fund 28-08-2025 0.20
Bandhan Transportation and Logistics  Oct-22 26.07 -2.65 23.15 - - DSP DynamicAssetAllocation Fund 28-08-2025 0.05

Midcap & Smallcap

HDFC Mid Cap Fund Jun-07 16.84 027 21.34
Kotak Midcap Fund Mar-07 23.06 -0.04 21.73
Motilal Oswal Midcap Fund Feb-14 15.02 0.04 27.78
Nippon India Growth Mid Cap Fund Oct-95 1827 -1.71 22.64
Bandhan Small Cap Fund Feb-20 18.63 -4.41 28.98
HDFC Small Cap Fund Apr-08 2241 -1.90 15.69
Kotak Small Cap Fund Feb-05 16.86 -8.37 13.48
Nippon India Small Cap Fund Sep-10 17.87 -8.70 16.51
Quant Small Cap Fund Nov-96 15.05 -11.22 16.92

Kotak Pioneer Fund Oct-19 2123 414 2288 - - DSP Equity Savings Fund - Monthly 28-08-2025 0.07
Bandhan ELSS Tax Saver Fund Dec-08 11.29 -5.81 1220 Baroda BNP Paribas Multi Cap Fund 28-08-2025 0.41

Kotak ELSS Tax Saver Nov-05 13.57 -549 14.54 Canara Robeco Equity Hybrid Fund - Monthly 29-08-2025 0.71
Nippon India ELSS Tax Saver Fund Sep-05 1543 -4.32 1750 Canara Robeco Infrastructure 29-08-2025 3.22

Canara Robeco Small Cap Fund 29-08-2025 1.71
ARBITRAGE FUNDS Mirae AssetAggressive Hybrid Fund 29-08-2025 0.10

Funds Launch 3 Mth* 6Mth* 1Year* 2year™ 3Year™ 5 Year™ Source: Moneycontrol

Bandhan Arbitrage Fund Dec-06 1.36 3.12 6.61 7.08 6.94 5.55

Please check whether you have received dividend for the fund/s that you may have in your portfolio
ICICI Prudential Equity Arbitrage Fund Dec-06 147 3.28 6.79 7.19 7.02 5.69 out of this list. In case, you do not maintain any portfolio statement, Wiseinvest can do that for you
free of charge. Once we have the details, we would send your updated statement every month. You
Kotak Arbitrage Fund Sep-05 1.46 3.24 6.85 7.36 7.20 5.87 can contact our corporate office or our branch to avail of this free service.

Mutual funds, like securities investments, are subject to market and other risks. As with any investments in securities, the NAV of units can go up or down depending on the factors and forces affecting capital markets.
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While real GDP growth print was strong at 7.8% for the
first quarter of FY26, nominal GDP growth slowed to
8.8%. The weak nominal growth has been reflecting

across indicators including corporate earnings. The

adverse US tariffs on Indian goods will likely weaken

exports momentum going ahead and a slowdown in
government expenditure could further weigh on growth.
Amidst these slowdown concerns, we believe the government may be keen to
undertake transformational reforms to push growth higher. The GST overhaul
is a signficant step in that direction and should aide domestic economy by
revitalizing consumption. On the trade front, fast-tracking trade deals,
improving India-China relations, lowering import tariffs on inputs, and
easing FDI norms are already in progress. Deregulation (across centre and

state governments) could also come in focus.
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EQUITY

August was an eventful month for Indian financial markets. The US imposed
a50% tariff on Indian goods, alluding to trade barriers and India's defence and
energy ties with Russia. At 50% headline and closer to 35% effective tariff
(adjusting for thus far exempt sectors such as pharmaceuticals, electronics,
fuels etc and sectors under Section 232 with differential tariffs such as Auto,
Steel, Aluminium etc), India is amongst the worst hit nations and at a
significant disadvantage to many Asian peers. India may however look to
soften the blow with continued negotiations with the US, opening the
economy to other countries including potentially China and focussing on the
domestic economy beginning with a significant reform of the current GST

(Goods and Services Tax) regime.

The Nifty and the Sensex lost 1.2% and 1.6% respectively for the month, the
performance down the market capitalization curve was even weaker with
losses 0f 2.8% and 3.6% for the Nifty Midcap 150 and the Nifty Smallcap 250
indexes respectively. Adjusting for the 0.7% INR depreciation for the month,
the dollar returns were weaker and compare with 1.5% USD gains for MSCI
Emerging Market Index and 2.6% gains for MSCI World Index. On a 12-
month basis, India's underperformance is starker at 27% with MSCI India
index shedding nearly 10% versus close to 18% gain for MSCI EM Index
(both dollar returns) thus reversing part of the outperformance of the past few

years.

This has come against the backdrop of continued dollar weakness which has
otherwise energized Emerging Market Equities and Commodities and related
plays (led by, but not limited to, precious metals) after several years of
underperformance. Yet on a longer timeline, EM assets as well as
commodities may have a lot more to catch up in the context of several years of
relative underperformance. From a fund flow perspective, incremental flows
may indeed look for alternative destinations as the US exceptionalism fades
away. The Fed Chair's Jackson Hole speech has significantly raised market's
expectations of a rate cut in the US and may further aide dollar weakness and

EM and commodity performance.

India has significantly underperformed Emerging Market equities over
the pastyear...

MSCI India minus MSCI EM, rolling 12 month returns
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...even as dollar weakness has helped energize EM equities and
commodity plays this year

Dow Jones Precious Metals Index
Gold
Dow Jones Industrial metals and mining...
MSCI Emerging Market Equity
FTSE All World Index (Global Equity)
MSCI Developed Market Equity
Barclays EM USD Aggregate Total Return...
Barclays Global aggregate Index
Nifty 10 yr Benchmark G-Sec
CRB Commodity Index
India NIFTY (local ccy return)
MSCI India
CRB Food Index
BSE MidCap (localccy return)  -3.9
BSE Small Cap (local ccy return) -6.8
Brent -8.7
DXY index -9.7
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Source: Bloomberg, SBIFM Research

After years of relative underperformance, EM equities and Commodities
have alot of catch up to do versus DM equities

MSCI EM to MSCI World
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Source: Bloomberg, SBIFM Research, EM stands for Emerging Markets, DM stands for
Developed Markets. MSCI World represents developed world equities. CRM Cmdty is
Commodity Research Bureau BLS/US Spot All Commodities Index.

Yet, long end sovereign bond yields in the developed world have continued
to surge as investors fear expansionary policy, and potential undermining of
central bank independence, will challenge central banks’ ability to manage
inflation going ahead and potentially lead to higher inflation outcomes.
Even as EM economies try and chart out their own paths, a surge in
developed world yields will be a negative in the near term and remains a key

global risk to watch out for. Cont. on page 6..
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...Cont. from page 5
Surge in long end developed world yields remains a key global risk

Developed World 30 year sovereign yields
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In response to the adverse external developments, especially around US
tariffs, Indian government has sought to soothe the economic impact by
revitalizing consumption, amongst other measures. In his Independence
Day speech, Prime Minister Modi made a commitment to rationalise India's
GST structure. The GST council has followed through and delivered on that
promise with a simplified GST structure with just three slabs: 5% for
essentials, 18% for standard goods and services, and 40% for sin and luxury
items. This move is expected to reduce complexity, improve compliance,
and lower costs for businesses-especially MSMEs. Importantly, consumers
benefit from rate reductions on a large number of daily-use items, small cars,
two wheelers, health insurance, farm equipment and cement amongst many

other categories.

Consumption related sectors did well in August boosted by policy
support
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While the government is likely to continue engaging in trade negotiations
with the US, it may also pay to increase diversification to other countries
given US' share in global trade is likely to continue declining as it addresses
its large trade deficit. Amongst others, the recent normalization in India-
China relations point to a potential beginning of stronger economic linkages
between the two. As it is, India runs a trade deficit in excess of US$ 100bn
with China. China rechannelling some of this surplus back into India
through the FDI (foreign direct investment) route may be mutually
beneficial. India could use capital and technical know-how to grow its
manufacturing sector and create jobs, and on the other hand China gets

access to the world's fastest growing economy. This, however, entails

This should be a big, direct boost to consumption and several other pockets striking a fine balance as safeguarding local industry against dumping in

C e . certain sectors as also protecting national security interests is vital.
of the economy consequently. This initiative follows earlier steps to p & Y

. . . . . . Regulatory and institutional capacity must evolve to ensure the same.
stimulate demand, including personal income tax cuts and easing retail gulatory . pactty must evolv "

lending norms. Enthused by policy support, consumer facing sectors are  AJ] in all, the current adversity provides us with opportunity for

already the best performers in the month gone by. transformational reform, and the process appears to have begun. Our equity

view stays neutral supported by neutral valuations (as measured on equity

GST revenue distribution by GST slabs earnings yield to bond yield spread) and neutral sentiment (as measured on

Rate Slab % our proprietary equity sentiment index).
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