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12m Foundation Overweights: 

• Equities 

Opportunistic ideas – Equities: 

• India Mid-cap equities  

Sector Overweights: 

• Financials, Healthcare, 

Consumer discretionary 

Opportunistic ideas – Bonds: 

• India Medium-maturity (4-7 

years bucket) bonds 

• India High-quality (AAA) 

corporate bonds  

 

Stay bullish and selective 

• We stay Overweight equities in our Foundation allocations. Easing financial 

conditions, improving macro fundamentals and revival in corporate earnings amid 

a weak USD outlook are supportive of risk assets outperformance.  

• We expect bond yields to decline modestly over a 12-month horizon. 

Frontloaded policy easing and improving banking system liquidity are offset by 

unattractive yield premiums. We see steepening of domestic bond yield curve and 

are OW medium-maturity bonds and high-quality (AAA) corporate bonds.  

• Global policy uncertainty, escalating geopolitical tensions and slowing 

global growth are key risks. Gold and multi-assets strategies are key diversifiers 

that can help mitigate temporary volatility.  

Improving macro fundamentals but selective in risk taking  

H1 2025 has been a textbook lesson in investing through volatility. Overall, asset class 

performance suggests a favourable risk environment with Indian equities, bonds and 

gold delivering 9%, 5% and 26% returns (local currency) respectively. However, this 

masks the volatile journey with January and February seeing losses, followed by 

strong double-digit rebound in equities from April’s low.  

We find 3 key lessons for investors from H1 2025: 1) Market timing is difficult and 

costly – The sharp rebound in equities in Q2 has meant lower returns for investors 

selling in panic or sitting on the sidelines. 2) A diversified allocation can help tide 

through volatility – Bonds gained on aggressive easing of monetary policy and 

liquidity conditions, while gold rallied on safe-haven demand. 3) Geopolitical 

conflicts tend to have a short-term impact – Markets have moved higher despite 

rising geopolitical tensions, indicating its short-term impact, like past instances.     

We believe both, economic and earnings growth is likely to revive in H2 2025. 

Easing financial conditions and the fiscal boost via income tax cuts is likely to lift 

consumption supporting domestic demand and corporate earnings performance. In 

our view, though the worst for Indian assets maybe behind us, investors need 

to be selective in risk taking. We discuss 5 key questions that can help investors 

position for H2 2025.    

   
   
1 Investment strategy and key themes  
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Fig. 1 India’s growth and earnings estimates remain 

strong and ahead of peers   

 Fig. 2 Weak USD environments generate positive 

returns for financial markets and risky assets 

FY2025-27 growth estimates for GDP, CPI and Nifty EPS   Historical* 12m returns when USD index (DXY) falls >10% 

  

 

 

Source: Bloomberg, Standard Chartered  Source: Bloomberg, Standard Chartered; *Jan 1999 to date 

 

#1 What are the key macro trends for 2025?  

Since the start of 2025, domestic growth outlook has 

remained steady despite rising global growth concerns. GDP 

growth averaged 6.9% in H2 FY2025 compared to 6.1% 

growth in H1, supported by a pick-up in government capex, 

strong agriculture sector growth and improving rural demand. 

We expect India’s growth to remain strong and stay ahead of 

peers, aided by the following drivers:  

Supportive fiscal and monetary policy: The income tax cut 

(0.3% of GDP) and continued investment focus in the Union 

budget for FY2026 was complemented by the RBI’s 

frontloaded monetary stimulus and liquidity easing measures. 

Together, this is likely to support the ensuing recovery in 

domestic demand with 1) a pick-up in consumption on higher 

discretionary savings and 2) improved credit off-take on 

easing financial conditions amid faster transmission of lower 

rates. Additionally, benign inflationary pressures on rural 

recovery, favourable monsoon, and capped commodity 

prices, are supportive of a growth recovery. 

External risks live, impact likely to be contained: We see 

two key risks to the positive macro view – 1) early July brings 

the end of Trump’s 90-day tariff ‘pause’, 2) Middle East and 

Ukraine-Russia conflicts continue to simmer. We expect these 

risks to result in temporary volatility. As per media reports, 

India appears to be in advanced stages of trade negotiation 

with the US. However, in absence of an outright deal, we 

expect extensions, but not without rhetoric. We see any spike 

in oil prices on geopolitical events to be temporary, and expect 

oil prices to be capped, primarily on excess global supply. 

#2  What are the implications of a weaker 

USD? 

We expect the USD to weaken over 6-12 months. Much 

attention in H1 2025 has been focused on the structural risk 

of ‘de-dollarisation’ of the global economy. Nevertheless, we 

expect the USD to remain under pressure in H2 2025 on short-

term cyclical factors. The key drivers for USD weakness are 

the USD’s still-elevated valuation and the potential for 

narrowing rate differentials as the Fed cuts rates amid 

uncertain US trade policy. However, in the near-term (1-3 

month) excessive short positioning may limit weakness. 

Though, the USD INR pair is likely to benefit from USD 

weakness, the INR is expected to trade with a bearish bias 

against other key cross-currency pairs - EUR, JPY, and 

GBP- the key beneficiaries of a weaker USD. Narrowing 

India-US bond yield and policy rate differentials, and an 

uncertain global trade environment is likely to cap any 

significant upside on the INR.  

#3  Why are we still bullish on equities?   

The strong macro backdrop amid easing fiscal and monetary 

policy supports our preference for equities and we stay OW 

equities in foundation allocations on: 

(i)  Weaker USD supporting equities outperformance: 

History shows that periods of USD weakness are (i) positive 

for overall global equity market returns and (ii) result in 

outperformance of emerging market equities, including India 

over US and developed market equities (see fig 2).  

(ii) Earnings improving at the margin. After a lacklustre 

earnings performance in FY 2025 (Nifty EPS grew ~1% y/y vs 

~21% growth over FY2020-24), we expect earnings to recover 

amid the favourable macro backdrop. In our view, consensus 

estimates of ~13% Nifty EPS growth over FY 2025-27 appear 

reasonable on a likely recovery in demand, lower borrowing 

costs and capped commodity prices.  

(iii) Equities attractive relative to other asset classes: The 

Nifty index trades at a 12-month forward P/E ratio of 21x 

compared to its 10-yr average of 18.3x. However, the yield-

gap ratio (10-year IGB yield – Earnings yield) currently at 

~1.4%, is close to its long-term average, favouring equities 

over bonds over a 12-month horizon. That said, we expect 

forward equity returns to be modest compared to the past, 

driven primarily by earnings delivery as absolute equity 

valuations remain stretched.      

In our sector strategy, we favour domestic focused sectors 

and like a barbell approach: OW cyclicals via (i) Financials, 

given better than market risk-reward on both, earnings, and 

valuations, and (ii) Consumer Discretionary, given our view 

of a pick-up in domestic demand. We add a defensive overlay, 

with an OW on Healthcare, given the sectors’ resilient 

earnings performance and lower sensitivity to growth risks.  
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Fig. 3 Midcap earnings have outpaced large caps in 

the post pandemic recovery cycle    

 

Fig. 4 Shorter maturity yields have come off sharply, 

medium maturity bonds offer the best risk reward  

EPS growth estimates % y/y   Domestic government bond yields (%) across maturities   

 

 

 

Source: Bloomberg, Standard Chartered  Source: Bloomberg, Standard Chartered; *Jan 1999 to date 

#4 Is it the time to rotate to broader markets?  

Since we published our Outlook 2025, the preference for 

large-cap equities over small-and-mid-cap equities has 

contributed positively to our TAA outperformance. Despite 

muted earnings delivery, large-cap equities experienced 

lower drawdowns in Q1 given a greater margin of safety and 

recovered faster in Q2 as sentiments improved. We close our 

preference for large-cap equities and prefer a diversified 

equity allocation as the risk-reward turns more balanced. 

Broader market continues to trade at elevated valuation over 

large-caps equities. Historically, monetary policy easing and 

improving domestic growth has been supportive of broader 

markets outperformance, especially in the early phase.   

Within broader markets, we are OW mid-cap equities on 

strong earnings and reasonable valuations. Over the 

period FY2021-2025, the Nifty Midcap index earnings has 

grown 40% CAGR, outperforming Nifty Small-cap (~17%) and 

Nifty index (~18%).  Further, the Nifty Midcap index is trading 

at a 31% premium to large-caps on 12-month forward P/E vs 

5-year average premium of 34%, thus justifying its superior 

41% EPS growth estimate for FY 2026, compared to the 

Small-cap index (~-2%) and Nifty index (13%).  

#5 Can domestic bond yields decline further?  

Domestic bonds yields have declined since the start of the 

year as easing inflation has led to larger-than-expected policy 

rate cuts and aggressive liquidity easing measures by the RBI. 

The above coupled with the government sticking to the path 

of fiscal consolidation, has driven a steepening of the 

government bond yield curve, with cash and short-maturity 

bond yields falling sharper (80-115bps), while medium-and 

long-maturity bond yields dropping 45-60bps. However, bond 

yields have edged higher lately, on the RBI’s monetary policy 

stance change to “Neutral”, raising the bar for additional policy 

easing in H2 2025.    

 

We stay Neutral on Bonds and expect it to outperform 

cash over a 12-month horizon, with yield (carry) to be the 

driver of returns. We expect the 10-year IGB yield to trade in 

the range of 6.00%-6.25% over 6-12 months.  

Within Bonds, we are OW Medium-maturity bonds (4-7-

year bond maturity) as these bonds offer the best trade-off 

between attractive yields and potential price gains, while 

avoiding exposure to government bond-supply pressures or 

fiscal deficit risks that are inherent in long-maturity bonds.  

We maintain our preference for high-quality (AAA-rated) 

corporate bonds. The 3-year AAA corporate bond offer 

attractive absolute yields, with current spread of 93bps at a 

cycle-high vs. 72bps 10-year average spread over 

government bonds. Historically, corporate bond spread 

compression outpaces government bonds over 6-12 month of 

the monetary policy easing cycle, making them attractive, 

both, from an absolute and relative standpoint.   

Gold and multi-asset strategies key to 

navigate intermittent volatility  

We see gold as a core allocation. With key risks looming in 

July – including the expiration of the US’s 90-day tariff pause 

and the clearance of Trump’s fiscal bill – gold remains a vital 

hedge against market volatility. It also acts as a key portfolio 

diversifier, if both equities and bonds don’t do well. However, 

barring extreme outcomes, further upside on gold may be 

limited in the near-term, given the sharp rally in H1 2025. 

Central bank demand is expected to result in another leg 

higher in prices after a period of consolidation.  

Multi-asset strategies with dynamically managed exposures 

across major asset classes (i.e., equity, debt, and 

commodities) can help improve portfolio diversification and 

boost risk-adjusted returns. We also see market neutral and 

long-short alternatives strategies as key to diversification – 

equity strategies offer exposure to our bullish equities view 

and the ability to benefit from likely stock/sector dispersion, 

while market-neutral strategies offer uncorrelated returns from 

the market, improving portfolio diversification.   
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Fig. 5 Foundation asset allocation for a balanced risk profile  

 
 
 

Our India-focused TAA* outperformed SAA in H1 2025 
 

Annual performance of our Tactical Asset Allocation* (TAA) relative to the Strategic Asset Allocation* (SAA) baseline model 
 

 
Source: Crisil, NSE, Bloomberg, Standard Chartered. *SAA is our India-focused moderate strategic asset allocation. The SAA is made up of 5% INR cash, 55% 
INR bonds, 35% equities and 5% INR Gold.  TAA is our India-focused moderate tactical asset allocation which tilts the SAA allocation according to the Standard 
Chartered Bank’s India Investment Committee’s views. **SAA and TAA performance is measured from the publication of our Outlook 2023 report on 19 December 

2024 to 20 June 2025. 

Our tactical asset allocation views (12m) INR 

Summary View Detail 

INR Cash ▼ + Safety || - Lower starting yields, Risk of missing higher yields elsewhere 

Bonds ◆  

Short-term bonds ◆ +  Low sensitivity to rising rates || - Low starting yield (carry)   

Mid- to long- term bonds ◆ 
+  High absolute yields, improving demand outlook on India’s inclusion to global bond 
index || - steepening yield curve, sensitive to rising yields  

Equities ▲  

DM Equities ◆ + Earnings growth, AI uptrend || - Valuations, US trade policy uncertainty 

Asia ex-Japan/ Other EM ▲ + Earnings, India growth, China policy support || - China growth concerns, US trade policy 

India – Large cap  ◆ 
+ Growth and earnings recovery, resilient domestic inflows, low foreign investor positioning 
|| - weaker exports amid slow global growth, stretched valuations  

India – Mid/Small Cap  ◆ 
+ Improving liquidity, better macro fundamentals, strong earnings growth || - stretched 
relative valuations, lower margin of saftey  

INR Gold ◆ + Portfolio hedge, central bank demand, falling real yields || - Resilient USD 

Source: Standard Chartered India Investment Committee. || Green: upgrade from prior view | Red: downgrade from prior view 

Legend:   ▲ Overweight   |  ▼ Underweight    | ◆ Neutral 
  

  
   
2 Foundation asset allocation models  
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Macro overview – at a glance
  

 Key themes  

 

We expect India’s economic growth to recover and stay ahead of its major peers in H2 2025. Frontloaded monetary policy 

stimulus, favorable monsoon prospects and a likely recovery in domestic demand driven by the sizeable income tax-cut (~0.3% 

of GDP) in FY2025 Union Budget is likely to off-set the impact from US trade tariffs and slowing global growth. India’s medium-

term outlook remains robust on continuity of past policy measures including (i) higher public capex spend, (ii) structural reforms 

and (iii) incentives to boost manufacturing and infrastructure. In our view, CPI inflation could remain anchored to the RBI’s 

medium-term target of 4% on lower crude oil prices and modest food article price pressures amid better sowing and likely 

government policy interventions to manage supply side concerns, if they arise.   

In our assessment, easing liquidity conditions including monetary policy support is likely to be a key driver of growth in 2025. 

The RBI’s frontloaded policy easing in the current cycle to support domestic growth amid a challenging global policy environment, 

raises the bar for additional rate cuts in H2 2025. Lower policy rates coupled with liquidity boosting measures is likely to help in 

faster and orderly transmission of lower interest rates.   

Key risks to our macro-outlook are: 1) Uneven rainfall distribution, 2) Trump’s policies and global trade disruption, 3) Escalating 

geo-political tensions. 
 

  

 Key chart  

For FY2026, India’s 

GDP is expected to 

grow at 6.3% and CPI 

is expected to average 

3.8%.   

 Fig. 6 India’s growth-inflation dynamics stronger than peers  

GDP Growth (Y/Y) and CPI Inflation (Year average) – Bloomberg consensus estimate* 

 

 
 

  Source: Bloomberg, Standard Chartered 

Macro views at a glance 

Factors View Comments 

Economic 
growth 

◓ 

Economic activity remained resilient in H1 2025. Manufacturing PMI and Services averaged 57.7and 58.7 in 

respectively H1 2025 compared to 57.5 and 60 respectively in CY 2025. India’s FY2025 GDP growth moderated 

to 6.5% compared to 9.2% in FY2024.     

Inflation ◓ 
India’s consumer price inflation averaged 3.4% YTD2025 compared to 5% in CY 2025. The moderation was 

driven largely by easing food article prices, primarily vegetables, cereals, and pulses.   

Fiscal deficit ◓ 

The government stayed on its path of fiscal consolidation while supporting growth. FY 2026 fiscal deficit is 

estimated at 4.4% of GDP, while deficit for FY 2025 was revised lower to 4.8% of GDP. GST collections have 

averaged INR 2trn YTD2025 compared to average of INR 1.8trn in CY2024.   

External ◓ 

India’s trade deficit averaged USD21.4bn so far in CY2025, lower than an average of USD 21.8bn in CY 

2025. India's current account deficit narrowed to USD 23.3bn or 0.6% of GDP in FY2025 compared to USD 26bn 

or 0.7% in FY2024, primarily due to higher net invisibles receipts. Overall, there was a depletion of USD 5bn in 

India’s foreign exchange reserves (on a BoP basis).  

Monetary 
Policy 

◑ 

The RBI cut policy repo rates by large-than-expected 50bps to 5.50% and changed its policy stance to 

neutral in its June 2025 policy meeting. Further, it lowered the Cash Reserve Ratio (CRR) by 100bps to 3%, to 

be implemented between 6 September to 1 November 2025. The RBI retained its GDP growth forecast for FY 

2026 at 6.50% y/y. Average Inflation for FY 2026 was projected 30 bps lower at 3.7% y/y. 

Source: Bloomberg, Standard Chartered India Investment Committee 
 

Legend: ○ Not supportive ◐Somewhat supportive ◓ Balanced ◑ Supportive ● Very supportive 
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Key themes  

We are neutral on bonds as attractive absolute yields are counterbalanced by below-average yield premiums. Improving bond 

demand-supply balance given lower government net-borrowing, robust tax collections and India bonds’ inclusion in the global 

bond indices are tailwinds for bonds. Domestic bond yield curve is likely to steepen further as lower policy rates and surplus 

banking system liquidity drives short-maturity bond yields lower. We prefer corporate bonds (i.e., bonds that offer a yield premium 

over government bonds), especially high-quality (AAA) corporates, given cyclically high credit spreads. 

In our view, RBI’s decision to frontload policy rate cuts and switch policy stance to Neutral, raises the bar for future rate cuts. 

We expect the 10-year IGB yield to trade in the range of 6.00%-6.25% over the next 6-12 months. In our assessment, high 

quality (AAA) corporate bonds offer a better risk-reward given attractive spreads and improving corporate fundamentals. In 

addition, India’s real bond yields is among the highest in Emerging Markets.  

However, two factors for bonds remain unfavorable: 1) High fiscal deficit over the medium-term, 2) A populist tilt in government 

policy focus could drive inflation higher. 

  

 

Key chart  

India’s real bond yield is 

higher than most Emerging 

Market peers. 

 Fig. 7 India’s real bond yield is higher than most Emerging Market peers 

10-year government bond yields (%) 
 

 

 

 Source: Bloomberg, Standard Chartered. 

  

Bond views at a glance 

 

Factors Views Comments 

Real Yields ◑ 
India’s inflation-adjusted yield is higher than most Emerging Market peers. The 10-year IGB real yield 
at 3.6% in line with the average real yield of 3.6% for other major EMs.  

Supply dynamics  ◑ 
Government bond supply is lower in H1 FY2026. The government pegged its gross borrowing for H1 
FY2026 at ~INR 8trn or 54% of the budgeted INR 14.8trn for FY2026 (vs 58% in H1 FY2025).   

Monetary policy  ◑ 
Market expects no further rate cuts by the RBI in the near-term. 1-year Overnight Indexed Swap (OIS) 
spread suggests market participants expects the RBI to keep rates unchanged over the next 12 months. 

Liquidity ◑ 

The RBI’s focus remains on providing need-based liquidity support. The RBI has stepped by liquidity by 
frontloading policy rate cuts and through measures such as FX buy-sell swap, OMOs and Variable Rate Repo. 
The banking system liquidity has improved to a surplus of INR 3.3trn after hitting a deficit of INR 3trn in 
January. RBI support through OMOs and other liquidity measures will be key for bond yields in H2 2025. 

Demand dynamics ◑ 
Foreign investors remain buyers in 2025. Despite net outflows in April 2025, foreign investor inflows remain 
positive YTD 2025 and is likely to stay robust given India’s bond inclusion in global indices. RBI OMOs and 
demand from domestic institutional investors (banks, insurers, and mutual funds) will be key. 

Yield premiums ◓ 
Yield premiums trade below-average. The spread between 10-year IGB yield and repo rate is at 81bps vs. 
10yr avg. of 118bps. High-quality (AAA) are attractive, with the yield spread between 3Y AAA rated bond and 
3Y G-sec at 93bps, higher than the 10yr avg. of 72bps.   

Source: Bloomberg, Standard Chartered India Investment Committee 
 

Legend: ○ Not supportive ◐
Somewhat 

supportive 
◓ Balanced ◑ Supportive ● Very supportive 
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Key chart  

Bloomberg Consensus 

expectation is for Nifty 

earnings to rise by 

13% over FY2025-

2027. 

 Fig. 8 Earnings expectations robust for Indian equites despite recent downgrades 

EPS growth estimates for Nifty 50 Index 
 

 

  Source: Bloomberg, Standard Chartered 
 

  

Equity views at a glance 

Factors Views Comments 

Economic 
environment 

◑ 
Growth-inflation dynamics remain supportive of equities. Consumption boosting fiscal policy, 
improving real income, and broadening growth momentum is likely to support corporate profitability. 
The RBI’s frontloaded policy easing is a tailwind for equities. Tariffs is a key risk in the near-term. 

Earnings growth ◑ 
Earnings growth expectations are robust. Bloomberg consensus earnings growth expectations for 
the Nifty Index for FY 2026 and FY2027 stands at 13% and 12.2% respectively. EPS estimates for 
large-cap equities (Nifty index) has seen modest downward revisions compared to broader markets. 

Valuations ◓ 

Valuations are stretched. Nifty 12-month forward P/E at 20.9x is below its peak of 22x, and above its 
long-term average of 18.3x. Price-to-book value ratio (P/B) at 3.5x and Market cap to GDP ratio at 
~138%, are above long-term averages. Mid-cap equities 12-month forward P/E trades at 33% premium 
to large-cap equities, in line with the 5-year average premium of 34%. 

Flows ◓ 

Foreign investors remain net sellers in 2025. YTD 2025, foreign investors have sold about USD 
8.5bn worth of equities compared to USD 0.8bn outflows in CY 2024. 

Domestic institutional investors remain strong buyers in 2025. YTD 2025, domestic institutional 
investor have bought USD 41.5bn worth of equities compared to USD 62.9bn inflows in CY 2024. 

 
Source: Bloomberg, Standard Chartered India Investment Committee 

Legend: ○ Not supportive ◐
Somewhat 

supportive 
◓ Balanced ◑ Supportive ● Very supportive 
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Key themes  

 

We stay Overweight equities and expect it to outperform other traditional assets. A likely recovery in domestic growth and 

earnings, easing financial conditions, better relative valuations to bonds amid low foreign investor positioning and robust 

domestic investor flows are key drivers supporting are positive view on equities. We expect volatility to stay elevated in H2 2025 

as investors asses the economic and earnings impact of US reciprocal trade tariffs. Within equities, we close our preference for 

large-cap equities and prefer a diversified equity allocation as the risk-reward turns more balanced.  

In our view, Indian equities is likely to be supported by the below positive drivers: 1) GDP growth and earnings outlook remains 

robust and is likely to outpace its major peers. 2) Stable inflows from domestic investors driven by inflows into systematic 

investment plans and 3) The likely resumption of foreign investor inflows amid superior macro fundamentals and low foreign 

investor positioning towards Indian equities. 

Risks to our positive equity view are: 1) Growth slowdown and probable downgrades of earnings expectations, 2) Elevated 

equity valuations, both absolute and relative to peers, 3) Foreign investor selling amid slowing domestic investor flows 
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Prefer a barbell-sector strategy 

We retain our preference for domestic cyclicals given our view 

of cyclical growth recovery and favourable earnings growth 

outlook. We like a barbell approach: (i) OW cyclicals via 

Financials and Consumer Discretionary, and (ii) a defensive 

overlay, with an OW on Healthcare. 

Consumer Discretionary – Overweight  

We are overweight Consumer Discretionary sector. The sector 

has lagged its cyclical peers over the last few quarters on 

earnings misses and stretched valuations. We expect the 

sector to benefit from an improvement in aggregate demand 

given the 0.3% of GDP income tax cuts in the Union Budget 

FY2025 and easing financial conditions. The sector’s earnings 

estimate has witnessed positive revisions over the past month 

while valuation premium to market has come down from 

September peak (12-month forward P/E of 30x compared to 

Sep’25 peak of 34x).   

Financials – Overweight  

Financials remains an overweight. The sectors’ strong linkage 

to domestic growth makes it attractive in a period of recovering 

growth and declining interest rates. The RBI’s unwinding of 

several macroprudential restrictions, faster transmission of 

lower rates and ensuing domestic growth recovery is likely to 

boost overall credit off-take off-setting margin compressions. 

Further, healthy asset quality, lower credit costs given improved 

contingent buffers, is likely to contain slippages and provisioning 

requirements. Muted earnings expectations of 8% and 11% for 

FY26 and FY27, is likely to see upgrades amid numerous 

tailwinds for the sector. The sector is trading at a 12-month 

forward P/E of 17.8x, a significant discount to broad market 

valuation of 23x for MSCI India. 

Healthcare – Overweight  

Healthcare is an overweight sector. We prefer the sector for its 

diverse revenue source (pharmaceuticals, diagnostics and 

hospitals), defensive nature and as a hedge against an 

uncertain global backdrop and our overweight on domestic 

cyclicals. Though the pharma sector remains vulnerable to US 

tariffs uncertainty, given India’s large market share ~40% of US 

generics, we believe the sector is well positioned to pass 

through the cost surge with limited volume impact. The 

earnings outlook for the sector has stabilized and trades at 

lower valuation compared to peak levels (12-month forward P/E 

of 32x compared to 2020 peak of 36x).    

  

 

 

Fig. 9   Our sector views 

Source: Standard Chartered   

India  

Consumer Discretionary 

Healthcare 

Financials 

Materials  

Industrials 

Consumer Staples  

Information Technology 

Energy 

Utilities  

Legends: 
 

 

Overweight  | 
 

Neutral  | 
 

Underweight 

 ▲ Upgrade from last quarter    |    ▼ Downgrade from last quarter 

 

Fig. 10 Sector valuations and earnings growth  

 12-mth Fwd P/E (x) EPS Growth (Y/Y) 

MSCI Sector Current 15yr avg. FY25f FY26f 

India 22.9 17.8 9% 14% 

Cons. Discretionary 30.0 18.7 6% 23% 

Cons. Staples 47.2 36.2 2% 22% 

Energy 16.1 13.0 3% 9% 

Financials 17.8 16.0 8% 11% 

Healthcare 31.7 23.1 12% 8% 

Industrials 34.7 23.0 21% 21% 

IT 24.1 20.0 14% 9% 

Materials 21.7 14.6 35% 29% 

Utilities 18.4 12.5 12% 9% 
 

Source: Bloomberg, Standard Chartered 

 

Fig. 11 Cyclical sectors outperform in H1 2025  

YTD 2025 sectoral performance (%) 

 

Source: MSCI, Bloomberg, Standard Chartered. 2025 YTD period 
from 31 December 2024 to 30 June 2025 
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Equity sector views 
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Our view  
 

We remain Overweight global equities amid resilient fundamentals. The de-escalation of trade tensions continues and 

earnings growth is healthy, while inflation has remained under control so far, despite tariffs. 

We upgrade Asia ex-Japan equities to an Overweight allocation. A weaker USD leads to more inflows into Emerging 

Markets (EMs). Valuations are appealing. We expect China and Korea equities to outperform within Asia ex-Japan. Korean 

equities have cheap valuations and good growth. The catalyst will come from fiscal expansion and market reforms from the 

new administration, which can narrow the Korean discount to other EMs. Chinese equities’ risk premium is subsiding – Beijing 

playing its ‘rare-earth’ card helped contain the trade war from escalating. India is a core holding. It is structurally attractive. 

Fiscal stimulus is a strong tailwind, although valuation is expensive.   

We downgrade US equities to a core holding. Earnings is strong, but the ‘de-dollarisation’ narrative warrants a scaling back 

of excessive long positions. Europe ex-UK is a core holding. Rising fiscal spending is offset by tariff concerns.  
  

 

Key chart  

 

 Fig. 12 Global equities continue to ride on strong fundamentals, including robust 

earnings, while equity flows and weak USD should propel Asia ex-Japan higher  

Performance and 12m forward EPS of global equities (LHS); Relative performance of Asia 

ex-Japan vs. global equities and USD index (RHS) 

 

  

  Source: FactSet, Bloomberg, Standard Chartered 

*Table below: Prefer China offshore over onshore; Green = Upgrade; Red = Downgrade 
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Asia ex-Japan 
equities 

▽ ◇ ▲ 
 

 

 Strong FX cuts input costs, lifting earnings 

 Attractive valuations; Low positioning 

 China’s fiscal and monetary stimulus  

– Structural issues eg, deflation in China 

– The threat of tariffs 

– Chip restrictions 

Within AxJ 

 

         China* ▲                South Korea ▲               India ◆               Taiwan ◆              ASEAN ▼ 

    

     

US 
equities 

▽ ◆ △ 
 

 

 Tailwind from a soft-landing scenario 

 Deregulation and tax cuts 

 Technology sector propelling performance 

– Fears of resurgent inflation 

– Elevated policy uncertainties 

– Expensive valuations 
    

    

Europe ex-UK  
equities 

▽ ◆ △ 
 

 

 Fiscal stimulus 

 Recovery in economic sentiment 

 Attractive valuations 

– US tariff threat 

– Cyclical and structural headwinds  

– Earnings revisions deteriorating 
    

    

Japan 
equities 

▽ ◆ △ 
 

 

 Further improvement in foreign interest 

 Corporate governance reforms  

 Secular reflation 

– Political, global trade uncertainty 

– Rebound in JPY to hurt company earnings 

– EM competing for fund flow 
    

    

UK 
equities 

▼ ◇ △ 
 

 

 Relatively less affected by Trump 2.0 

 High dividend yield; cheap valuations 

 Relatively defensive sectors 

– Challenging economic and earnings outlook 

– Restrictive monetary policies 

– Low exposure to growth sectors 
     

Source: Standard Chartered Global Investment Committee Legends:   ▲ Overweight  | ▼ Underweight  | ◆ Core  
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Equity – at a glance 
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10 FX and commodities – at a glance  

  

 Key themes 
 

We expect the INR to trade with a bearish bias against other key cross-currency pairs - EUR, JPY, and GBP- the key 

beneficiaries of a weaker USD.  Recovering economic growth, attractive real yields, stable balance of payments outlook, 

softer commodity prices and robust FX-reserves are key factors supportive of the INR. However, narrowing India-US bond yield 

and policy rate differentials, and an uncertain global trade environment is likely to cap any significant upside on the INR.  We 

see the USD/INR pair  trending closer to 88 over a 12-month horizon.   

Cyclical factors should result in a weaker USD over the next 6-12 months. Since April, much attention has been focused 

on the structural risk of ‘de-dollarisation’ of the global economy. Nevertheless, we expect the USD to remain under pressure 

from shorter-term cyclical factors over H2. Key drivers include the USD’s still-elevated valuation, the potential for narrowing 

rate differentials as the Fed cuts rates and uncertain US trade policy. Excessive short positioning may limit weakness over the 

next 1-3 months, but this is unlikely to be a constraint over a longer 6-12-month horizon. 

Gold has limited near-term upside if Middle East tensions stay contained but remains a key strategic hedge. Gold is 

hovering near record highs amid geopolitical tensions, and with positioning now also more Neutral, there is room for renewed 

inflows. Moreover, with key risks looming in July – including the expiration of the US’s 90-day tariff pause and the anticipated 

passing of Trump’s fiscal bill – gold remains a vital hedge against the building narrative of ‘de-dollarisation’ and market volatility. 

Still, barring extreme outcomes, further upside may be limited in the near-term, given the sharp rally seen already this year. We 

retain gold as a core allocation and see gold as having transitioned to a higher price regime above USD 3,000 for the rest of 

2025. We raise our 3-month price expectation to USD 3,400, but leave our 12-month expectation unchanged at USD 3,500.  

Oversupply remains the dominating theme in oil markets.  A standalone demand-supply outlook continues to argue for an 

oversupplied oil market, which is behind our USD 65/bbl forecast for WTI over 6-12 months. Geopolitics is a clear upside risk – 

while the extent of excess supply and OPEC+ spare capacity can help offset this, near-term spikes in prices cannot be ruled out. 

We expect West Texas Intermediate (WTI) oil prices to trade in a range around USD 65/bbl over the next 3-12 months. 

Geopolitical risks may result in temporary spikes in oil prices.  

  

 Key chart 

Narrowing India-
US bond yield and 
policy rate 
differentials, and 
an uncertain global 
trade environment 
is likely to cap any 
significant upside 
on the INR.  

 

 Fig. 13 Strong macro fundamentals and a modestly weaker USD is supportive of the INR  

LHS chart: USD/INR Spot -LHS and DXY Index – RHS  

RHS chart: USD/INR Spot -LHS and Brent Crude oil price (USD/bbl) – RHS  

  

 
Source: Bloomberg, Standard Chartered 
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Summary     View vs. 
SAA Conservative Moderate Moderately 

Aggressive Aggressive Very 
Aggressive 

Cash     ▼ 16.5 2.9 2.8 2.7 0.0 

Fixed Income     ◆ 57.9 50.8 35.5 21.4 12.5 

Equity     ▲ 20.4 41.7 57.2 71.7 83.3 

Commodities     ◆ 5.3 4.6 4.4 4.3 4.2 

Level 1 Level 2 Level 3            

Cash & Cash 
Equivalents     ▼ 16.5 2.9 2.8 2.7 0.0 

Fixed Income 
Short-term 
Bonds   ◆ 41.6 31.8 24.5 14.3 8.2 

Mid/Long-
term Bonds   ◆ 16.3 19.0 11.0 7.1 4.3 

Equity 

DM Equity   ◆ 3.8 6.7 9.6 12.4 14.6 

Asia Ex-
Japan / 
Other EM 
Equity 

  ▲ 2.8 4.8 7.0 9.0 10.6 

Indian 
Equities 

Large-cap 
equities ◆ 9.7 21.1 28.5 35.3 40.7 

◆ Mid/small- 
cap equities ◆ 4.1 9.1 12.2 15.1 17.4 

Commodities 
(INR Gold)     ◆ 5.3 4.6 4.4 4.3 4.2 

    100 100 100 100 100 
 

 

 

 

Source: Bloomberg, Standard Chartered 

All INR converted exposure. For illustrative purposes only. Please refer to the disclosure appendix at the end of the document 
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Foundation: Asset allocation summary 

 

   

▼ Underweight   ◆ Neutral  Overweight 
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 India Financials Sector to outperform Indian Equities 19-Dec-24    

India Consumer Discretionary sector to outperform Indian Equities  12-Mar-24    

India Healthcare to outperform Indian Equities   7-May-24    
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Indian High-quality (AAA) corporate bonds   19-Dec-24   
 

 

 

 Closed calls Open date Close date Absolute Relative 

 

 

India Industrials Sector to outperform Indian Equities 19-Dec-24 12-Mar-25   

India Technology Sector to outperform Indian Equities 19-Dec-24 7-May-25   

India Small cap equities 19-Dec-24 7-May-25   

Indian Long-Term Bonds  19-Dec-24 10-June-25   

Indian mid-and long- maturity bonds to outperform short-maturity bonds  

 

 19-Dec-24 

 

10-June-25   

Indian large-cap equities to outperform mid-cap and small-cap equities 

 

 19-Dec-24 

 

30-June-25   

 
 

Source: Bloomberg, Standard Chartered. Performance measured from 19 December 2024 (release date of our 2025 Outlook) to 30 June 2025 

or when the view was closed.  

Legend: – Correct call;  – Missed call; n/a – Not Applicable.  

Past performance is not an indication of future performance. There is no assurance, representation or prediction given as to any results or 
returns that would actually be achieved in a transaction based on any historical data.

  
 
Performance of our calls  
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Indian equities to outperform all other asset classes      19-Dec-24    
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Source: MSCI, NSE, S&P BSE, Crisil, Bloomberg, Standard Chartered 

*2025 YTD period from 31 December 2024 to 30 June 2025. 1-month period from 30 May 2025 to 30 June 2025. 

 
  

   
   
18 Market performance summary*  
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arising from, or in connection with, this document. SCBSL is an indirect wholly owned subsidiary of Standard Chartered Bank 

and is licensed to conduct banking business in Singapore under the Singapore Banking Act, 1970. Standard Chartered Private 

Bank is the private banking division of SCBSL. IN RELATION TO ANY SECURITY OR SECURITIES-BASED DERIVATIVES 

CONTRACT REFERRED TO IN THIS DOCUMENT, THIS DOCUMENT, TOGETHER WITH THE ISSUER DOCUMENTATION, 

SHALL BE DEEMED AN INFORMATION MEMORANDUM (AS DEFINED IN SECTION 275 OF THE SECURITIES AND 

FUTURES ACT, 2001 (“SFA”)). THIS DOCUMENT IS INTENDED FOR DISTRIBUTION TO ACCREDITED INVESTORS, AS 

DEFINED IN SECTION 4A(1)(a) OF THE SFA, OR ON THE BASIS THAT THE SECURITY OR SECURITIES-BASED 

DERIVATIVES CONTRACT MAY ONLY BE ACQUIRED AT A CONSIDERATION OF NOT LESS THAN S$200,000 (OR ITS 

EQUIVALENT IN A FOREIGN CURRENCY) FOR EACH TRANSACTION. Further, in relation to any security or securities-based 

derivatives contract, neither this document nor the Issuer Documentation has been registered as a prospectus with the Monetary 
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Authority of Singapore under the SFA. Accordingly, this document and any other document or material in connection with the 

offer or sale, or invitation for subscription or purchase, of the product may not be circulated or distributed, nor may the product 

be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons 

other than a relevant person pursuant to section 275(1) of the SFA, or any person pursuant to section 275(1A) of the SFA, and 

in accordance with the conditions specified in section 275 of the SFA, or pursuant to, and in accordance with the conditions of, 

any other applicable provision of the SFA. In relation to any collective investment schemes referred to in this document, this 

document is for general information purposes only and is not an offering document or prospectus (as defined in the SFA). This 

document is not, nor is it intended to be (i) an offer or solicitation of an offer to buy or sell any capital markets product; or (ii) an 

advertisement of an offer or intended offer of any capital markets product. Deposit Insurance Scheme: Singapore dollar deposits 

of non-bank depositors are insured by the Singapore Deposit Insurance Corporation, for up to S$100,000 in aggregate per 

depositor per Scheme member by law. Foreign currency deposits, dual currency investments, structured deposits and other 

investment products are not insured. This advertisement has not been reviewed by the Monetary Authority of Singapore. Taiwan: 

SC Group Entity or Standard Chartered Bank (Taiwan) Limited (“SCB (Taiwan)”) may be involved in the financial instruments 

contained herein or other related financial instruments. The author of this document may have discussed the information 

contained herein with other employees or agents of SC or SCB (Taiwan). The author and the above-mentioned employees of SC 

or SCB (Taiwan) may have taken related actions in respect of the information involved (including communication with customers 

of SC or SCB (Taiwan) as to the information contained herein). The opinions contained in this document may change, or differ 

from the opinions of employees of SC or SCB (Taiwan). SC and SCB (Taiwan) will not provide any notice of any changes to or 

differences between the above-mentioned opinions. This document may cover companies with which SC or SCB (Taiwan) seeks 

to do business at times and issuers of financial instruments. Therefore, investors should understand that the information contained 

herein may serve as specific purposes as a result of conflict of interests of SC or SCB (Taiwan). SC, SCB (Taiwan), the employees 

(including those who have discussions with the author) or customers of SC or SCB (Taiwan) may have an interest in the products, 

related financial instruments or related derivative financial products contained herein; invest in those products at various prices 

and on different market conditions; have different or conflicting interests in those products. The potential impacts include market 

makers’ related activities, such as dealing, investment, acting as agents, or performing financial or consulting services in relation 

to any of the products referred to in this document. UAE: DIFC - Standard Chartered Bank is incorporated in England with limited 

liability by Royal Charter 1853 Reference Number ZC18.The Principal Office of the Company is situated in England at 1 Basinghall 

Avenue, London, EC2V 5DD. Standard Chartered Bank is authorised by the Prudential Regulation Authority and regulated by 

the Financial Conduct Authority and Prudential Regulation Authority. Standard Chartered Bank, Dubai International Financial 

Centre having its offices at Dubai International Financial Centre, Building 1, Gate Precinct, P.O. Box 999, Dubai, UAE is a branch 

of Standard Chartered Bank and is regulated by the Dubai Financial Services Authority (“DFSA”). This document is intended for 

use only by Professional Clients and is not directed at Retail Clients as defined by the DFSA Rulebook. In the DIFC we are 

authorised to provide financial services only to clients who qualify as Professional Clients and Market Counterparties and not to 

Retail Clients. As a Professional Client you will not be given the higher retail client protection and compensation rights and if you 

use your right to be classified as a Retail Client we will be unable to provide financial services and products to you as we do not 

hold the required license to undertake such activities. For Islamic transactions, we are acting under the supervision of our Shariah 

Supervisory Committee. Relevant information on our Shariah Supervisory Committee is currently available on the Standard 

Chartered Bank website in the Islamic banking section. For residents of the UAE – Standard Chartered Bank UAE does not 

provide financial analysis or consultation services in or into the UAE within the meaning of UAE Securities and Commodities 

Authority Decision No. 48/r of 2008 concerning financial consultation and financial analysis. Uganda: Our Investment products 

and services are distributed by Standard Chartered Bank Uganda Limited, which is licensed by the Capital Markets Authority as 

an investment adviser. United Kingdom: In the UK, Standard Chartered Bank is authorised by the Prudential Regulation 

Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority. This communication has been 

approved by Standard Chartered Bank for the purposes of Section 21 (2) (b) of the United Kingdom’s Financial Services and 

Markets Act 2000 (“FSMA”) as amended in 2010 and 2012 only. Standard Chartered Bank (trading as Standard Chartered Private 

Bank) is also an authorised financial services provider (license number 45747) in terms of the South African Financial Advisory 

and Intermediary Services Act, 2002. The Materials have not been prepared in accordance with UK legal requirements designed 

to promote the independence of investment research, and that it is not subject to any prohibition on dealing ahead of the 

dissemination of investment research. Vietnam: This document is being distributed in Vietnam by, and is attributable to, Standard 

Chartered Bank (Vietnam) Limited which is mainly regulated by State Bank of Vietnam (SBV). Recipients in Vietnam should 

contact Standard Chartered Bank (Vietnam) Limited for any queries regarding any content of this document. Zambia: This 

document is distributed by Standard Chartered Bank Zambia Plc, a company incorporated in Zambia and registered as a 

commercial bank and licensed by the Bank of Zambia under the Banking and Financial Services Act Chapter 387 of the Laws of 

Zambia. 


