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Dear Valued Investors

On a rolling USD total-return basis, Indian equities have
underperformed the MSCI Emerging Markets Index over the past
24 months. What makes the current phase noteworthy is that it
ranks among the longest and deepest periods of
underperformance by Indian equities relative to the index since
2000. Comparable episodes of such relative weakness were seen
during the Global Financial Crisis (2007-09), the Taper Tantrum
(2013-14), and the India NBFC Crisis (2018-19). The Nifty 50,
after touching highs above 26,200, is currently trading around
24,500. Similarly, the Nifty Smallcap 100 Index, which traded above
19,500 in the last quarter of 2024, is now near the 16,500 level. At
this stage, however, we believe that this phase of sharp and
prolonged underperformance may be approaching its end, and a
meaningful reversal in relative performance may not be far away.

The current environment is admittedly clouded by uncertainty —
the US-Iran conflict is creating visible headwinds for market
sentiment. However, it would be a mistake to lose sight of the
underlying strengths of the Indian economy. Domestic
consumption continues to hold up well, and credit growth remains
on a healthy trajectory. Once the immediate reaction to the Gulf
situation settles, these fundamental drivers should reassert
themselves and support Indian markets through the rest of the
year.

From current levels based on the valuations and earnings growth
perspective, we remain positive on Nifty. Even accounting for the
uncertainties arising from the Gulf situation, Nifty earnings over
the next four quarters are likely to grow by more than 12%. That
implies PE of approximately 19.6 for December 2026 for Nifty — a
valuation level that is genuinely attractive, particularly for large
cap oriented portfolios.



The large cap Indian equities have already undergone more than 18 months of time
correction, bringing valuations to fair and more sustainable levels. Additionally, a large
majority of these companies derive their revenues primarily from the domestic economy,
which shows clear signs of improvement. This should translate into a meaningful earnings
recovery — from the single digit growth seen in recent quarters to mid-teen levels going
forward.

Summing up, the next few weeks may remain uncertain due to the evolving US—Iran situation
and some volatility arising from developments in the private credit market. However, as April
begins, market focus is likely to shift back to fundamentals—particularly Indian corporate
earnings for Q4 FY26 and the outlook for FY27. At this stage, the earnings trajectory appears
constructive, which should provide a more positive anchor for markets once the near-term
global uncertainties subside.

Wishing you a very Happy and Prosperous FY27 ahead

Narnolia

Disclaimer : NARNOLIA INVESTMENT ADVISORS PRIVATE LTD. is a SEBI Registered Investment Advisor, SEBI Registration
No.INA300005439, Validity: Permanent, Type : Non-Individual and BASL Membership no. 1020, ROC CIN- U67120WB2007PTC259515,
Registered office: Marble Arch, 236B AJC Bose Road, 2nd Floor, Room No. 201, Kolkata — 700020, Corporate Office: 803, A wing, Kanakia
Wall Street, Chakala, Andheri East, Mumbai - 400093, Maharashtra; Principal Officer: Sanjeev Damani, Contact No. 022 6270 1200, email
id compliance@narnolia.com. Compliance Officer: Anchal Narnolia, Contact No. 022 6270 1200, email id iap@narnolia.com.

NARNOLIA FINANCIAL SERVICES LTD. is a SEBI REGISTERED Research Analyst- INH300006500, PMS- INP000006420 and Merchant
Banking INM000010791 with CIN- U51909WB1995PLC072876. Registered office: Marble Arch, 2nd Floor, Office 201, 236B, A J C Bose
Road, Kolkata 700 020,033 40501500 Corporate Office: 803, A wing, Kanakia Wall Street, Chakala, Andheri East, Mumbai - 400093,
Maharashtra; PHONE NO.: +91 22 6270 1200.

SEBI Regional office address: 16 Camac Street, L&T Chambers 3rd Floor, Kolkata- 700 017
In SEBI Research Analyst- Compliance Officer: Rana Debnath, Contact No. 022 6270 1200, email id rdebnath@narnolia.com.
In SEBI PMS — Compliance Officer — Ramesh Kumar Singh, Contact No. 022 6270 1200, email id: compliance@narnolia.com

Investment in Securities Market is subject to Market risks, read all the related documents carefully before investing. Past performance
may not be indicative of future results and no promise or guarantee can be given for the same. Registration granted by SEBI, enlistment
as IA with Exchange and certification from National Institute of Securities Markets (NISM) in no way guarantee performance of the
intermediary or provide any assurance of returns to investors. Performance related information is not verified by SEBI. For detailed
disclosures & disclaimers please refer to our website at www.narnolia.com. Grievance Officer: Rana Debnath, for grievances kindly mail
us at ig@narnolia.com or call us at 022-6270 1200.



