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Looking Beyond Volatility Towards Long-Term Growth

October was another eventful month for Indian financial markets, marked by per-
sistent geopolitical tensions, elevated crude oil prices, tighter monetary conditions
and continued foreign investor selling. While benchmark indices recorded modest
gains, broader markets remained under pressure, reflecting cautious investor sen-
timent and increasingly selective capital allocation.

Geopolitical tensions in West Asia kept Brent crude elevated at
around S117 per barrel, up nearly 10% during October. Higher oil
prices pose risks to India's import bill, rupee, inflation and corpo-
rate profitability. Meanwhile, elevated US Treasury vyields and
uncertainty over the Federal Reserve's policy outlook continued to
attract capital towards dollar assets, contributing to foreign inves-
tor outflows from Indian equities. Domestic institutional buying
helped partly offset this pressure.
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Global investors also became more cautious about Al-related stocks. After a
strong rally in semiconductor, technology and data-centre businesses, attention is
shifting towards whether heavy Al investments can deliver sustainable profits and
adequate returns. The long-term opportunity remains promising, but valuations
are facing greater scrutiny.

Weather risks added another concern, with the possibility of a strong El Nifo rais-
ing fears over global agricultural production and food security. While countries
such as the UK, Japan and Taiwan face supply-chain vulnerabilities, India remains
relatively better positioned due to its agricultural base, foodgrain reserves and dis-
tribution network. However, uneven rainfall could still affect crop output, rural
demand and food inflation.

On the domestic front, the RBI raised the repo rate by 25 basis points
Do to 5.50% amid rising inflation concerns. September retail inflation
‘ increased to 5.54% from 4.83% in August, while food inflation reached

w} 7.74%. The RBI revised its FY27 inflation forecast to 5.2% and GDP
growth projection to 7.1%, reflecting the challenge of balancing infla-
tion control with economic growth.

Large IPOs also absorbed significant market liquidity. Jio Platforms' record 30,000
crore IPO, alongside other major offerings, diverted capital towards the primary
market, temporarily reducing liquidity in listed equities and adding pressure on
mid- and small-cap stocks.
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Despite these pressures, India's economy remained resilient, supported by con-
sumption, manufacturing, services and infrastructure investment. Continued
government spending and improving private investment activity provided fur-
ther support to the growth outlook.

Indian equities showed a mixed recovery during October. The
Nifty 50 gained approximately 1.9%, while the Nifty IT index rose
nearly 17.7%, although broader markets remained under pressure.
The ongoing earnings season has been relatively encouraging,
with several companies reporting improved revenue growth and
profitability compared with previous quarters. However, performance remains
uneven, and sustained earnings improvement will be important for a broader
market recovery.

October demonstrated that market uncertainty persists despite India's strong
economic fundamentals. While global risks, inflation and liquidity conditions may
cause short-term volatility, domestic demand, investment growth and improv-
ing corporate earnings continue to support India's long-term prospects.

For our Hybrid PMS portfolio, we continue to balance equities for
long-term growth with high-quality fixed income for stability, regu-
lar income and diversification. This approach helps manage volatili-
ty while allowing us to take advantage of attractive investment op-
portunities as they emerge.

From the Portfolio Desk ‘

October was a month of maintaining portfolio discipline amid |.|

changing market conditions. We made no changes to the Hybrid

PMS portfolio, as we continue to remain confident in the long-term prospects of
our existing holdings. Our focus remains on business fundamentals,
earnings visibility and valuations rather than reacting to short-term
market movements.

ITBEES and Adani Ports emerged as the strongest performers during
the month. ITBEES benefited from the relative strength in the IT
sector, while Adani Ports reflected the long-term oppor-
tunity in India's expanding trade, infrastructure and logistics ecosys-
tem. On the other hand, ICICI AMC and Muthoot Finance were the key de-
tractors, facing pressure amid broader market volatility and chang-
ing investor sentiment.
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We continue to assess our holdings based on business quality, competitive advan-
tages, earnings growth potential and valuation attractiveness. Short-term price
fluctuations do not necessarily reflect changes in underlying business fundamen-
tals, and we remain focused on owning quality businesses capable of delivering
sustainable returns over time.

Note: The stocks mentioned above are part of a broader stock universe of approximately 75
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.

Positioning for the Months Ahead

As we move into November, global uncertainties, geopolitical tensions e
and changing liquidity conditions may continue to influence market

sentiment. Meanwhile, the ongoing corporate earnings season will [||]|]|]
provide important insights into business performance, margin trends

and earnings growth, helping us assess company fundamentals and

identify potential investment opportunities. Periods of market volatility

also offer opportunities to selectively invest in quality businesses at more attrac-
tive valuations.

Our Hybrid PMS strategy is particularly well suited to navigating

such market conditions. The combination of equities and

high-quality fixed income provides a balance between long-term
growth and portfolio stability.

We encourage investors to remain patient, look beyond
short-term market noise and stay focused on long-term wealth cre-
ation. Market corrections are a natural part of investing and often
provide opportunities for disciplined investors. By maintaining a bal-
anced allocation, investing in quality businesses and allowing time for
their earnings to compound, we believe the portfolio remains well po-
sitioned to participate in India's long-term growth journey.
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Warm regards,
Team Hedge

www.hedgeequities.com info@hedgegroup.in +9193493 12345
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