
What’s changed since our last meeting:
US 
The US Federal Reserve introduced its last rate cut for the year, cutting its benchmark interest rate by 
25 basis points to a target range of 3.50% to 3.75%. The move reflects the signs of labour market 
cooling, with job creation losing momentum and unemployment inching higher through September. 
Recent data has continued to reflect the softening trend. At the same time, inflation has increased from 
earlier levels and stands at a level that is considered moderately elevated. The cut in rates is supposed 
to support the slowing economy while remaining vigilant on price pressures.

India
A unanimous vote by the Monetary Policy Committee of the Reserve Bank of India on December 5, 2025 
cut the policy repo rate by 25 basis points, down to 5.25%. The move comes in the wake of a sharp 
improvement in the set of macroeconomic indicators. Real GDP growth accelerated to 8.2% in the 
second quarter, which underlined strong economic momentum, while headline inflation considerably 
eased to an average of 1.7%, lower than the RBI's lower tolerance band of 2%. 

The committee has maintained a cautious and largely unchanged stance, reflecting continuing 
uncertainty across global and domestic markets. Equity allocations remain overweight driven primarily 
by large cap exposure, with mid and small cap allocations continuing to be underweight, a call that has 
contributed positively to performance given the recent sell off in those segments. The portfolios are 
fully deployed, with no incremental cash to be allocated.  

Given their hedging characteristics Gold and Silver allocations have provided diversification benefits 
due to the low correlation with other assets. Allocation to Gold, Silver, REITs and InvITs have been 
retained which have provided a significant alpha to the portfolios.

Current stance
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• Mid and Small cap Volatility: Weak earnings trend, FPI selling, along with lack of catalysts, have further 
increased the selling pressure.

• Domestic Earnings Recovery: Corporate top line, employee cost growth, capex trends weakening; 
recovery likely only post March 2025.

• GST & Fiscal Health: Gross tax collections continue to undershoot estimates, risking spending cuts 
by the government.

• Rate Cuts & Liquidity: The RBI has begun to ease and inject liquidity, but rate cuts alone may not 
revive growth in the absence of parallel fiscal expansion or export recovery.

• External Sector Risks: Narrowing US trade deficit and shifting export flows from China, Korea to 
ASEAN, EU; could affect manufacturing competitiveness in Asia.

• Global Flows into India: Passive EM funds may rotate USD 8 to 10 billion into India on account of its 
underperformance in 2024; inflow likely concentrated in large caps.

• Redemption Pressure: PMS and mutual funds are facing redemptions on account of negative alpha 
across portfolios.

• Currency & Macro Risks: INR depreciation, yen carry trade unwinding, and high US-Japan yields are 
likely to be added to volatility.

• AI-led Liquidity Concentration: Large global capital rotation into US AI stocks continues to drain 
liquidity away from EMs, including India.

• Real Assets: REITs and InvITs are doing well; new opportunities are considered only post listing



mid and small cap, while conservative and balanced ones performed better due to exposure to Gold, 
Silver, REITs and InvITs and lower exposure to mid and small cap.

The broader discussion reflected deepening concerns about India's near term growth trajectory. Weak 
government tax collections, together with a sharp slowdown in corporate revenue and wage growth, 
along with deceleration in capex indicate broad based economic softening. Export trends, especially 
the shift in Chinese and Korean exports toward ASEAN and Europe, point to external pressures could 
weigh on India's manufacturing sector and FX stability.

While the recent RBI rate cut and liquidity infusion were welcomed, the members maintained that 
monetary easing alone cannot revive the cycle unless accompanied by either export recovery or fiscal 
expansion. Indeed, rate cut cycles have only worked in the past when accompanied by growth 
catalysts, neither of which is present currently.

On the equity front, the committee said that India does not have an imminent near term catalyst. FPIs 
are still significantly underweight on India, and while passive inflows are possible, conviction among 
active managers remains weak. Even if passive inflows happen, they will be largely beneficial for the 
large caps, and only on an earnings recovery will the spillover happen to the mid and small cap 
segments. Members also pointed out that there is a risk of further selling pressure if redemptions 
continue across PMS and mid / small cap mutual funds.

The global environment remains highly fluid. AI (Artificial Intelligence) led gains in the US markets 
continue to suck liquidity, leaving the EMs (Emerging Markets) starved of flows. The Fed action, like a 
modest 25 bps cut, may not lead to any meaningful rally, particularly if the markets interpret it as an 
acknowledgement that US economic conditions are weakening. While insulated from the AI related 
volatility, India would join the broad global downturn.

Real assets continue to be a core positive theme. REITs and InvITs have done well, and though existing 
allocations are fully deployed, the committee will seek to participate in new opportunities within this 
space by rebalancing weights within securities. Exposures to Gold and Silver remains unchanged and 
their return outlook is positive moving into 2026. The meeting ended with all in agreement that 
portfolio adjustments were not required for the time being. 

The members of the committee reiterated a defensive 
posture. With the recent Q2FY26 corporate results continuing 
to be modest, the concerns on sustainable earnings growth 
remain. Growth portfolios are trailing because of exposure to 
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Disclaimer:

Securities investments are subject to market risks and there is no assurance or guarantee that the objectives of the Investment Approach will be achieved. 
As with any securities investment, the value of a portfolio can go up or down depending on the factors and forces affecting the capital markets. Past 
performance of the Portfolio Manager/Investment Approach may not be indicative of the performance in the future and no representation or warranty 
expressed or implied is made regarding future performance.

This document is for informational purposes only and should not be regarded as an offer to sell or as a solicitation of an offer to buy the securities or other 
investments mentioned in it. Investors are advised to refer to the Disclosure Document for detailed risk factors/disclaimers. Securities referred to in this 
document are not an endorsement of their soundness or a recommendation to buy or sell. The same may or may not be a part of the PMS approach in 
future or any other PMS approaches launched from time to time.

The document is prepared on the basis of publicly available information, internally developed data and other sources believed to be reliable. All opinions, 
figures, charts/graphs, estimates and data included in this document are as on date and are subject to change without notice. Nuvama Asset Management 
Limited (formerly known as “ESL Securities Limited”) (“NAML” or “Portfolio Manager”), it’s Holding Company, associate concerns or affiliates or any of their 
respective directors, employees or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability 
of such information or any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way from 
the information contained in this material. Whilst no action has been solicited based upon the information
provided herein, due care has been taken to ensure that the facts are accurate, and opinions given are fair and reasonable.

The views provided herein are general in nature and do not consider risk appetite or investment objective of any particular investor; readers are requested 
to take independent professional advice before investing.
NAML and its associate companies, officer, directors, and employees may: (a) from time to time, have long or short positions in, and buy or sell the securities 
thereof, of company(ies), held under the portfolio or (b) be engaged in any other transaction involving such securities and earn brokerage or other 
compensation or act as a market maker in the financial instruments of the subject company/company(ies) or act as advisor or lender/borrower to such 
company(ies) or have other potential/material conflict of interest with respect to any information and opinions at the time of publication of 
document/report. NAML or any of its associate companies may have proprietary long/short position in the scrip(s) and therefore should be considered as 
interested.

The document is not directed or intended for distribution to or use by any person or entity who is a citizen or resident of or located in locality, state, country 
or other jurisdiction, where such distribution, publication, availability or use would be contrary views to local law, regulation or which would subject NAML 
and its affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not eligible for sale in all 
jurisdiction or certain categories of investors. Persons in whose possession this document are required to inform themselves of and to observe such 
restrictions.

Disclaimer for U.S. Persons:

NAML is not a registered broker – dealer under the U.S. Securities Exchange Act of 1934, as amended (the“1934 act”) and under applicable state laws in the 
United States. In addition NAML is not a registered investment adviser under the U.S. Investment Advisers Act of 1940, as amended (the "Advisers Act" and 
together with the 1934 Act, the "Acts), and under applicable state laws in the United States. Accordingly, in the absence of specific exemption under the 
Acts, any brokerage and investment services provided by NAML, including the products and services described herein are not available to or intended for 
U.S. persons.

The details in this document does not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any investments or 
investment services and/or shall not be considered as an advertisement tool.

“U.S. Persons” are generally defined as a natural person, residing in the United States or any entity organized or incorporated under the laws of the United 
States. US Citizens living abroad may also be deemed “US Persons” under certain rules.
Transactions in securities discussed in this document should be effected through Edelweiss Financial Services Inc.

Disclaimer for U.K. Persons:

The details in this document have not been approved by an authorised person within the meaning of the Financial Services and Markets Act 2000 “FSMA”. 
In the United Kingdom, this document is being distributed only to and is directed only at (a) persons who have professional experience in matters relating 
to investments falling within Article 19 (5) of the FSMA Financial Promotion Order 2005 the “Order” ; (b) persons falling within Article 49 (2) (a) to (d) of the 
Order (including high net worth companies and unincorporated associations ; and c any other persons to whom it may otherwise lawfully be communicated 
all such persons together being referred to as “relevant persons”). This document must not be acted on or relied on by persons who are not relevant 
persons. Any investment or investment activity to which this document relates is available only to relevant persons and will be engaged in only with relevant 
persons. Any person who is not a relevant person should not act or rely on neither this document nor any of its contents. This document must not be 
distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other person.

Disclaimer for Canadian Persons

NAML is not a registered adviser or dealer under applicable Canadian securities laws nor has it obtained an exemption from the adviser and/or dealer 
registration requirements under such law. Accordingly, any brokerage and investment services provided by NAML, including the products and services 
described herein are not available to or intended for Canadian persons.

This presentation and its respective contents do not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any 
investments or investment services.

NAML is registered with Securities and Exchange Board of India as a Portfolio Manager vide Registration Number INP000007207 and has its registered 
office at Edelweiss House, Off. CST Road, Kalina, Mumbai 400 098.

Corporate Identity No: U67190MH2019PLC343440
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