
The committee has decided to reduce mid-cap and small-cap exposure, reflecting a more 
conservative stance amid market underperformance. Over the past six months, portfolios have 
struggled, with mid-caps falling 6%, small-caps down 9%, and Nifty declining by 2% in the last month 
alone. Growth portfolios have been the worst hit, although one-year returns remain slightly above 
benchmarks. Given the prevailing market conditions, the focus is on capital preservation rather than 
aggressive positioning. 

The committee acknowledges the market’s potential for a technical bounce but remains cautious about 
its sustainability. The decision to reallocate assets stems from a broader assessment of risk, liquidity 
concerns, and global economic uncertainties. With foreign institutional investors (FIIs) shifting 
allocations and US monetary policy direction still unclear, the strategy is to reduce exposure and park 
funds in money market instruments for the time being.  

The move aligns with the committee’s broader risk-adjusted approach, ensuring stability in volatile 
market conditions. A reassessment is planned by mid-March to determine whether reallocation 
towards equities is warranted.

Current stance

What’s changed since our last meeting:

Key variables to monitor:

In the US, President Trump is leveraging fiscal policy to influence the Federal Reserve’s stance on 
interest rates. His administration has proposed USD 1 trillion in spending cuts, potentially slowing 
economic growth to pressure the Fed into rate reductions. While economic indicators signal a possible 
recession, the Fed has delayed further cuts, citing persistent inflation and solid job market 
performance. Inflation rose to 3% in January, continuing its four-month upward streak, while consumer 
confidence fell sharply—the steepest decline in over three years—reflecting concerns over trade 
policies and inflation expectations, which surged to 6%.

The Fed had previously cut rates by 100 basis points between September and December, but Chair 
Jerome Powell and other officials now signal a cautious approach, opting to wait until at least June 
before considering further reductions. Meanwhile, the White House imposed an additional 10% tariff on 
Chinese imports and postponed planned trade barriers on Mexico and Canada until March. Weekly 
tariff announcements have heightened uncertainty in global markets, with analysts warning of 
inflationary pressures from ongoing trade disruptions.  

Domestically, India’s real GDP grew 6.2% in Q3 FY25, accelerating from 5.6% in the previous quarter but 
falling short of last year’s 9.5%. Growth was primarily driven by an 8.3% increase in government 
spending, a 6.9% rise in private consumption, and a 10.4% surge in exports, while imports declined by 
1.1%, partly due to rupee depreciation. However, Gross Fixed Capital Formation slowed to 5.7%, signalling 
weaker investment activity. To achieve the 6.5% GDP growth target for FY25, Q4 growth must reach 7.6%, 
which may be feasible if exports continue rising, capital expenditure picks up, and private consumption 
surges, particularly with the economic boost expected from the Maha Kumbh.  

Retail inflation moderated to 4.31% in January, down from 5.22% in December, driven by easing food 
prices and a strong kharif crop output. This decline outperformed expectations and provided relief to 
households grappling with food inflation in previous months. The economic outlook remains stable, 
supported by improving GST collections, higher public spending, and better electricity generation, 
though concerns over investment momentum persist.
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• US monetary policy & global liquidity: The Federal Reserve’s stance remains pivotal. If asset 
monetisation efforts accelerate, it could trigger a risk-on sentiment, benefiting emerging markets. 
However, a recessionary tilt would lead to a risk-off scenario.

• Mid-cap & small-cap trends: Given significant recent underperformance, the committee will 
monitor whether a technical rebound materialises and if it is sustainable.

• Gold & safe-haven assets: Gold, currently providing soft returns at a 5% allocation, remains a 
strategic hedge against volatility.

• FII flows & emerging market trends: FIIs have been reallocating away from India, with some flows 
shifting towards China. Tracking inflows and outflows will be key in assessing market sentiment.

• Liquidity & market sentiment: Liquidity remains tight, and redemption risks persist. Domestic 
sentiment is largely hope-driven, but without clear earnings visibility, market recovery may take 
time.



preference is for a defensive allocation, reducing mid- and small-cap exposure while holding cash 
positions for potential redeployment.  

Foreign investor sentiment remains fragile, with outflows persisting and capital shifting to other 
markets. US economic weakness could introduce further downside risks for Indian equities, though its 
relative valuations remain attractive. The committee views India as a long-term investment 
destination, but in the near term, it advocates patience and strategic positioning.
The committee will continue to monitor macroeconomic indicators and global policy shifts to assess 
potential opportunities. A strategic portfolio review is scheduled for mid-March to re-evaluate 
allocations based on market movements and broader economic trends.

The committee has maintained a cautious outlook, focusing on 
risk mitigation amid ongoing volatility. While a market bounce 
is anticipated, the ability of equities to sustain gains remains 
uncertain. Given the global economic landscape, the 
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Disclaimer:

Securities investments are subject to market risks and there is no assurance or guarantee that the objectives of the Investment Approach will be achieved. 
As with any securities investment, the value of a portfolio can go up or down depending on the factors and forces affecting the capital markets. Past 
performance of the Portfolio Manager/Investment Approach may not be indicative of the performance in the future and no representation or warranty 
expressed or implied is made regarding future performance.

This document is for informational purposes only and should not be regarded as an offer to sell or as a solicitation of an offer to buy the securities or other 
investments mentioned in it. Investors are advised to refer to the Disclosure Document for detailed risk factors/disclaimers. Securities referred to in this 
document are not an endorsement of their soundness or a recommendation to buy or sell. The same may or may not be a part of the PMS approach in 
future or any other PMS approaches launched from time to time.

The document is prepared on the basis of publicly available information, internally developed data and other sources believed to be reliable. All opinions, 
figures, charts/graphs, estimates and data included in this document are as on date and are subject to change without notice. Nuvama Asset Management 
Limited (formerly known as “ESL Securities Limited”) (“NAML” or “Portfolio Manager”), it’s Holding Company, associate concerns or affiliates or any of their 
respective directors, employees or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability 
of such information or any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way from 
the information contained in this material. Whilst no action has been solicited based upon the information
provided herein, due care has been taken to ensure that the facts are accurate, and opinions given are fair and reasonable.

The views provided herein are general in nature and do not consider risk appetite or investment objective of any particular investor; readers are requested 
to take independent professional advice before investing.
NAML and its associate companies, officer, directors, and employees may: (a) from time to time, have long or short positions in, and buy or sell the securities 
thereof, of company(ies), held under the portfolio or (b) be engaged in any other transaction involving such securities and earn brokerage or other 
compensation or act as a market maker in the financial instruments of the subject company/company(ies) or act as advisor or lender/borrower to such 
company(ies) or have other potential/material conflict of interest with respect to any information and opinions at the time of publication of 
document/report. NAML or any of its associate companies may have proprietary long/short position in the scrip(s) and therefore should be considered as 
interested.

The document is not directed or intended for distribution to or use by any person or entity who is a citizen or resident of or located in locality, state, country 
or other jurisdiction, where such distribution, publication, availability or use would be contrary views to local law, regulation or which would subject NAML 
and its affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not eligible for sale in all 
jurisdiction or certain categories of investors. Persons in whose possession this document are required to inform themselves of and to observe such 
restrictions.

Disclaimer for U.S. Persons:

NAML is not a registered broker – dealer under the U.S. Securities Exchange Act of 1934, as amended (the“1934 act”) and under applicable state laws in the 
United States. In addition NAML is not a registered investment adviser under the U.S. Investment Advisers Act of 1940, as amended (the "Advisers Act" and 
together with the 1934 Act, the "Acts), and under applicable state laws in the United States. Accordingly, in the absence of specific exemption under the 
Acts, any brokerage and investment services provided by NAML, including the products and services described herein are not available to or intended for 
U.S. persons.

The details in this document does not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any investments or 
investment services and/or shall not be considered as an advertisement tool.

“U.S. Persons” are generally defined as a natural person, residing in the United States or any entity organized or incorporated under the laws of the United 
States. US Citizens living abroad may also be deemed “US Persons” under certain rules.
Transactions in securities discussed in this document should be effected through Edelweiss Financial Services Inc.

Disclaimer for U.K. Persons:

The details in this document have not been approved by an authorised person within the meaning of the Financial Services and Markets Act 2000 “FSMA”. 
In the United Kingdom, this document is being distributed only to and is directed only at (a) persons who have professional experience in matters relating 
to investments falling within Article 19 (5) of the FSMA Financial Promotion Order 2005 the “Order” ; (b) persons falling within Article 49 (2) (a) to (d) of the 
Order (including high net worth companies and unincorporated associations ; and c any other persons to whom it may otherwise lawfully be communicated 
all such persons together being referred to as “relevant persons”). This document must not be acted on or relied on by persons who are not relevant 
persons. Any investment or investment activity to which this document relates is available only to relevant persons and will be engaged in only with relevant 
persons. Any person who is not a relevant person should not act or rely on neither this document nor any of its contents. This document must not be 
distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other person.

Disclaimer for Canadian Persons

NAML is not a registered adviser or dealer under applicable Canadian securities laws nor has it obtained an exemption from the adviser and/or dealer 
registration requirements under such law. Accordingly, any brokerage and investment services provided by NAML, including the products and services 
described herein are not available to or intended for Canadian persons.

This presentation and its respective contents do not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of any 
investments or investment services.

NAML is registered with Securities and Exchange Board of India as a Portfolio Manager vide Registration Number INP000007207 and has its registered 
office at Edelweiss House, Off. CST Road, Kalina, Mumbai 400 098.

Corporate Identity No: U67190MH2019PLC343440
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