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‘US-Iran pact positive for equities, but recovery could be gradual
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inga complex mix of artifi-

cialintelligence (AI)-led dis-
ruption, shifting global capital
flowsandlingeringgeopoliti-
caluncertainty, creatingboth
opportunitiesand challenges
forinvestors.

In this conversation with
Mint, Rahul Singh, CI0-equi-
tiesat Tata Mutual Fund, dis-
cusses where marketscouldbe
headed, the ectors best posi-
tionedtoben-
efit from the
trend, theout-
look for for-
eignflows, and whatinvestors
shouldbedoingin the current
environment.

How do you see markets
moving from here on?

Markets have been dealing
with two major headwinds:
Al-related risks for India and
geopolitical tensions, which
impacted thecurrentaccount
deficitandtherupee. The geo-
political situation appears to
be improving, and the worst
may be behind us. That is a
relieffor corporate earnings.

However, Al-related con-
cerns remain, especially
regardingglobal capital flows

| ndian equities are navigat-

Display: 2/2

moving towards Al and away
from marketslike India. That
dynamic could persist for

another three tosixmonths.
If commodity prices soften
and supply chains normalize,
Nifty earnings growth of
around 15-17%becomesmore
achievable for this financial
year. That would provide a
base for markets to recover
gradually. Tam more optimis-
tic today than I was a few
months ago, though I do not
expect a sharp rebound. We
also need to watch out for
impactofEINifioonrural con-
sumption
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percentage of
ruralincome hasbeen coming
down.
Is the decline in oil prices
following the US-Iran
agreement a key positive
for India?

Normalization of oil sup-
plies and energy infrastruc-
tureis likely to take time, but
markets generally react posi-
tively once they believe the
worstisover. For India, the key
takeaway is that downside
risksappeartobe reducing.

Wemaynotreturntocrude
oil at $65 anytime soon
because geopolitical risk pre-
miums have risen, but oil in

the$80-85rangeis managea-
ble for India from the stand-
point of the current account
and fiscal deficit.

The bigger risk was bond
yieldsrisingsharply and creat-
ing a tailspin of macros. That
risk hasnowmoderated, help-
ing create a stronger base for
equity valuations. Earnings
growth still needs to deliver,
but the backdrop is certainly
better than before,

Which sectors are best
positioned in the current
environment?

Bankingremainsattractive.
Whileithasbecome aconsen-
sussector, the key triggersare
now falling into place. Credit
growth is improving and the
interest-rate cycle is turning,
whichcould support margins
overtime.

Healthcareisanother sector
we remain positive on froma
five- to ten-year perspective.
Latent demand remains
strong and itis one of the few
sectors where supply is still
playing catch-up.

Fortheshorterterm, power
and resources stand out.
Powerisbenefiting fromrising
demand and a large capex
cycle. Therecentgeopolitical
environmentunderscoresthe
need for energy security and
thefocusonbuildingand pro-

d

tecting domesticenergy sour-
ceswhetherit's coal, renewa-
bleoroil & gas.

These sectors address dif-
ferent investment horizons:
banking for cyclical recovery,
energy for strategic impor-
tance, and healthcareforlong-

tion (T&D) is another major
opportunity, becauserenewa-
bleexpansion requires signifi-
cantgrid investments.

Many Indian companies
supplyingto the T&D ecosys-
tem are also benefiting from
exportopportunities. Further

termcompounding. down the value chain, there
Where do you see the big- | arenumerousmid-and small-
gest opportunities within | cap companies supplying
the power sector? equipment and services to
Generationutilitiesareben- | OEMsand EPC players, creat-
efiting from demand growth | ingabroaderinvestmentuni-
and capacityexpansioninboth | versewithin power capex.
thermal and renewable | Areyouseeingopportuni-
energy. Importantly, renewa- | tiesinmid- and small-caps?

ble growth requires thermal
base-load capacityas well.
Transmissionand distribu-

AAvyearoreighteenmonths
ago, it was easier to prefer
large caps because mid- and

small-cap valuations weresig-
nificantlystretched. Thatisno
longerthe case.

Valuations in the mid- and
small-caps space have cor-
rected meaningfullyin recent
months. They are not cheap,
but the earlier preference for
large caps has reduced.

Many of the opportunities
inthemessuchas power, man-
ufacturingand healthcare
are actually
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createentirelynew opportuni-

tiesfor IT companies.
Thekey questionistiming:
Will the revenue pressures
come first, or will new oppor-
tunitiesoffset them quickly?
Atpresent, the risksappear
skewed toward someinitial dis-
ruption. Overtime, companies
that adapt quickly to Al may
emergestronger, whileothers
could struggle. There are
still many mov-
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How are you viewing the
outlook for India’s IT sec-
tor, particularlyascompa-
nies navigate Aladoption,
pricing pressuresand une-
vendemand?

Twoforcesareat play.

On one hand, Al-driven
productivity gains could lead
torevenue deflation in tradi-
tional codingand low-endser-
vices. On the other hand, Al
adoption by enterprises could
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continue  to
attract substan-
tial global capi-
tal, and several large Al com-
panies are expected to list in
thecomingmonths. Until that
cycle plays out fully, the Al
themeisunlikely to fade.

For India, the bigger ques-
tionishow AlaffectsIT servi-
cesandjobcreationatastruc-
tural level in the long run.
Evenifthe Al euphoria even-
tually cools, the technology
itselfislikely to endure—much
like the internet did after the

dot-com bubble burst.

India may benefit from
some relief in capital flows
eventually, but ultimately our
market performance will
dependondomesticearnings
growth. If India can sustain
earnings growth of 12-15%
over the next few years, mar-
kets can potentially generate
reasonable returns from cur-
rentlevels.

What should investors be
doing rightnow?

Assetallocation has become
even more important. Inves-
torsshouldadoptamulti-asset
approachacrossequities, debt,
and commodities such asgold
andsilver.

Within equities, I would
advise investors to focus on
core categories such as flexi-
cap,large &mid-cap, and mul-
ti-capfundsrather than chas-
ingthematicorsectoral funds.

Many of the themes that
worked previously have lost
momentum. Today'smarketis
increasingly driven by bot-
tom-upstock picking.

Investors should use this
period to consolidate their
portfoliosinto core categories.
Markets are giving investors
time to make those adjust-
ments, whichisoftennot pos-
sible duringstrong directional
markets.




