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Dear Clients,

February 2026 was not a quiet month. Finance Minister Nirmala Sitharaman's Budget 
2026 prioritised long-term structural reform over short-term relief. Capital expenditure 
reached an all-time high of ₹12.2 lakh crore (4.4% of GDP), while the fiscal
deficit was held at a disciplined 4.3% for FY27. Manufacturing took centre
stage through India Semiconductor Mission 2.0, the ₹10,000-crore
Biopharma SHAKTI programme, and schemes covering electronics,
textiles, and rare earth magnets; collectively signalling India's push up
global value chains. Defence capex hit a record of ₹2.2 lakh crore. A tax holiday extended 
to 2047 for foreign cloud providers using India-based data centres immediately drew 
hyperscaler interest, and the new Income Tax Act takes e�ect April 1, 2026. The RBI's Monetary 
Policy Committee unanimously held the repo rate at 5.25% for a second consecutive meeting.

    On the trade front, Modi and Trump announced an interim framework on
    February 2nd proposing to cut U.S. tari�s on Indian goods from 50% to 18%,
    with India committing to $500 billion in U.S. purchases over five years.
    Eighteen days later, the U.S. Supreme Court struck it down, ruling that
    IEEPA does not authorise country-specific tari�s invalidating both the original 
tari�s and the negotiated terms. Trump swi�ly invoked Section 122, imposing a flat 10% global 
import surcharge for 150 days. The deal now exists only as a joint statement of intent.

Technology markets were rattled when Anthropic released 11 open-source legal
plugins, AI agents capable of handling legal review, financial modelling, HR,
investment banking, and equity research with minimal human input. Indian
IT stocks shed nearly ₹2 lakh crore in market cap in a single session, underscoring
investor fears that automation is rapidly displacing the traditional services
outsourcing model. Amid these pressures, India stepped forward to lead the global AI conversation, 
with PM Modi inaugurating the India AI Impact Summit 2026 alongside President Macron and 
UN Secretary-General Guterres. The country announced a $1.1 billion AI venture fund, saw 
major private commitments, and secured broad global backing, reinforcing its role in the 
emerging AI supply chain.

     As of early March 2026, Middle East tensions have sharply escalated
    following a coordinated US–Israel strike on Iran, prompting Iranian missile
    and drone retaliation across Israel and parts of the Gulf, leading to airspace
    disruptions, higher oil prices, and rising humanitarian concerns. Amid this
    backdrop, we encourage investors to stay composed and focused on the
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long term rather than reacting to short-term noise. Such episodes typically trigger 
temporary risk-o� behaviour with gold and oil rising and equities seeing near-term 
volatility but history shows markets stabilize as clarity emerges. Given India’s status as a 
net oil importer, any sustained crude spike could a�ect the near-term macro environment 
and sentiment. Our portfolios are constructed with this structural volatility in mind, 
focusing on fundamentally strong businesses capable of navigating uncertainty while 
recognizing that periods of volatility o�en create opportunities.

REFLECTIONS ON THE MONTH GONE BY

Our portfolio, much like the economy it mirrors, had its standout leaders
and quiet laggards this month. Azad Engineering and State Bank of India
took the lead, reflecting strength drawn from both global trends and
company-specific execution. Meanwhile, Shakti Pumps, KPIT and IKS experienced a 
phase of relatively subdued performance.

   Azad Engineering delivered its highest-ever quarterly and nine-month
   standalone performance in Q3 FY26, powered equally by Energy & Oil &
   Gas and Aerospace & Defence. EBITDA margins improved on disciplined
   cost control while scaling new facilities. With an order book above ₹6,500
   crore and GTRE execution ahead, Azad’s earnings visibility and operating 
leverage remain among the most compelling in the precision engineering space.

State Bank of India reported a landmark quarter with its highest-ever
standalone net profit. Asset quality was the highlight, with Gross NPA
falling to 1.57%, a multi-year low. The bank raised FY26 credit growth
guidance to 13–15%, reinforcing its unmatched scale, improving quality,
and strong earnings momentum.

   Shakti Pumps delivered a topline drop in Q3 FY26, with revenue contracting
   15.1% and profit tumbling 69.5% YoY. Shakti Pump’s management chose
   prudence over optics, pausing ₹200 crore of Maharashtra orders to normalise
   receivables and protect balance sheet quality. This disciplined capital
   allocation, prioritising cash flows over short-term earnings, reinforced our 
confidence in management credibility. The company expects operations to normalise 
with a meaningful recovery in Q4 FY26. 

This month we added KPIT Technologies to our portfolio. KPIT is a global
automotive-focused ER&D company specializing in so�ware-defined
vehicles (SDVs), digital cockpit, ADAS, and powertrain solutions. Our
investment is anchored in three structural convictions. First, the global
auto industry is undergoing an irreversible shi� toward SDVs, and KPIT
sits at the critical intersection of architecture, validation, and middleware enabling this 
transition for leading OEMs. Second, the company is steadily migrating from manpower- 
led services to fixed-price, solution-led engagements, which can expand deal sizes, 
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Note: The stocks mentioned above are part of a broader stock universe of approximately 50 
stocks that we actively track. Individual portfolio holdings may vary based on factors such as 
market conditions, portfolio strategy, and timing of entry. These stocks are highlighted for 
reference and may not be present in all client portfolios. 

deepen wallet share, and support margin resilience over time. Third, KPIT’s asset-light 
investments in platforms like Qorix, Helm.ai, and sodium-ion battery IP o�er strategic 
di�erentiation and long-term upside optionality without burdening the balance sheet.

Recently in the IT sector, Anthropic’s Claude upgrades with department-
specific legal plugins have weighed on IT services stocks. However, KPIT
emphasised that while AI will act as a strong productivity and quality
lever for ER&D players, the complexity of integrating so�ware with physical
products ensures that deep domain expertise and human oversight remain
indispensable, supporting the durability of its positioning in the industry.

IKS similarly highlighted the resilience of its model, noting that its revenue-linked pricing 
allows it to retain AI-driven e�ciency gains, as large enterprises continue to outsource 
a significant share of their IT spend.

   We have exited Amber Enterprises from the portfolio as part of a conscious
   reallocation within our EMS exposure. The market has substantially priced
   in Amber’s anticipated growth, compressing the margin of safety that
our investment framework demands. Redirecting capital toward names where the 
return-to-risk proposition is more compelling reflects our commitment to disciplined, 
conviction-led active portfolio management rather than passive holding. We continue 
to hold Dixon Technologies and Syrma SGS, both of which o�er stronger near-term 
growth trajectories and better execution visibility at current valuations.

THE WAY FORWARD

February reminded us of something important, that markets can be noisy, but portfolios 
built on conviction tend to find their footing. As we enter March, we do so with a portfolio that 
is leaner, sharper, and better aligned with the themes we believe will define wealth creation. 

Thank you for your continued support. The story is still being written, and we believe the best 
chapters lie ahead.

Warm regards,
Team Hedge


