
What’s changed since our last meeting
US 
US economic momentum gained traction in the third quarter of 2025 after a weak start to the year, with 
GDP growing at a fourth quarter pace of 4.3% annualized, picking up further from 3.8% in the prior 
quarter. Households continued to play the leading role in the growth through their consumption, as the 
willingness to spend increased for both types of goods and services. The federal government's 
spending also bounced back after its earlier decline, whereas the trade balance turned favorable as 
exports were higher than imports owing to the reduced uncertainty related to tariffs. On a yearly basis, 
the increase in output was slightly above 2.3%, reflecting stability. Against this backdrop, the US Federal 
Reserve held interest rates steady, emphasizing once again the central bank's independence. 

India
The Consumer Price Index (CPI) or retail inflation in India rose slightly in December 2025, coming in at 
1.33% against 0.71% in the previous month. However, food prices were still in deflation mode for the 
seventh consecutive month at -2.71%, even though the rate of decline slowed down compared to the 
last month. Domestic stock markets were affected after the Union Budget announcement as the lack of 
major reform measures and a surprise increase in taxes on equity derivative transactions led to a fall in 
investor confidence. 

The committee noted that the past month has been very strong from a performance standpoint,
primarily driven by gold and silver, which together contributed significant alpha in the year gone by. In
line with the committee’s approach to risk management and profit protection, profits were booked on
half of the silver allocation towards the end of the previous month just before the recent correction. As
a result, clients have benefited from realised gains, and even in a worst case scenario, the remaining
silver exposure would continue to generate a meaningful profit. 

The committee has decided to completely book profits and exit the tactical equity allocation that was
taken into the emerging markets. This tactical call has played out well garnering more than 7% alpha
against the US funds (from which funds were redeployed into the emerging markets space) from the
period starting September’2025 till now. Post this change the overall equity allocations across the
DPMS profiles of Conservative, Balanced and Growth have been fallen to 26.25%, 52.50% and 87.50%
respectively. 

The committee reiterated that the broader debasement theme remains intact, although near term
volatility is expected. Any redeployment of profits booked from silver would be considered into gold at
lower levels in dollar terms, should such opportunities emerge. Timing short term movements remains
difficult, and therefore existing positions should continue to be held.

Current stance
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• Gold and silver volatility: Recent correction in silver driven by repeated margin increases and 
changes in margin methodology; volatility expected to continue.

• Dollar and interest rate dynamics: Though the new Federal Reserve Governor chosen to replace the 
current incumbent has the reputation of being hawkish, but considering the significant debt rollover 
requirements for US may force the rates to be kept lower over time impacting the dollar.

• Global equity risk: US large cap technology stocks have delivered flat returns over the past six 
months, while high risk assets such as cryptocurrencies have seen sharp drawdowns which may 
continue to play out in the short term.

• Emerging market stress: Sharp declines have led by FII selling have been seen in markets such as 
Indonesia and Korea also potentially indicating rising volatility and spillover risks.

• India market breadth: While headline indices have held up, underlying stocks and broader indices 
especially small and midcaps (SMIDs) are down meaningfully primarily on account of continuing 
higher relative valuation despite the recent declines.

• Earnings outlook: Analysts are modelling a modest growth in top line driven by rising aggregate 
demand, however margins likely to remain compressed on the back of higher commodity prices 
leading to a lag in bottom line growth.

• Consumption trends: Have been seeing early signs of recovery in consumption driven sectors 
automobiles and FMCG but these have largely been supported by credit growth the committee 
would like to see a sustenance driven by demand strength.

• Currency impact: With INR continuing to be weak it could support import competing sectors such 
as chemicals and select commodity linked businesses. Conversely whether such low INR level would 
induce the FIIs to flock back to the Indian capital markets is to be watched.  

• Policy and budget signals: Though the FY’27 union budget announcement was mostly status quo 
themes like Defence, infrastructure, and data centres remain areas of long term focus, although 
actual fiscal allocations in the current budget have been muted.



consistent with the objective of protecting alpha in uncertain markets.
Members expressed concern that global markets may still be underestimating downside risks. Weak 
performance across several asset classes, combined with sharp corrections in select emerging 
markets especially given recent developments in Asia, suggests that further volatility cannot be ruled 
out.  

Domestically from an earnings perspective, the committee noted that while top line growth may show 
some improvement though profit recovery is likely to be delayed. Elevated margins over the past few 
years are now facing pressure from higher costs, rates, and tariffs. As a result, profit growth is expected 
to trail revenue growth. Post the FY’27 Budget announcement sectors like defence and infrastructure 
and themes linked to data centres and select government led projects could likely see some traction. 
However, members cautioned that policy announcements have not always translated into meaningful 
capital allocation, and this needs to be monitored closely. 

Given the current level of volatility and the fact that the tactical international emerging market equity 
exposure to those of China, Brazil including India is profitable, the committee agreed to reduce 
emerging market exposure to nil. The resulting cash will be parked in money market funds and 
reviewed for redeployment after greater clarity emerges. Domestic equity allocations remain slightly 
overweight above neutral, with balanced portfolios holding approximately 52.5% exposure into Indian 
equity markets. 

During the meeting the committee reiterated that while the 
recent month has been favourable from a performance 
perspective, the broader environment remains volatile. The 
decision to partially exit silver was viewed as prudent and 

Viewpoints

Late last month the GIAC took an out of turn decision to book partial profits (approximately half of the 
holding) out of Silver and park those proceeds in money market funds. With respect to recent volatility 
in Silver, it is best viewed through the lens of structural liquidity, not excess speculation. Paper market 
liquidity has thinned materially, limiting the market’s ability to absorb shocks. In this environment, 
margin adjustments exert an outsized influence on price, forcing liquidation even in the absence of 
widespread speculative excess. 

Margin shocks don’t end bull markets, they reset them. This is one of the most important insights from 
studying the 2010-2011 rapid advance in silver. During this period, CME (Chicago Mercantil Exchange) 
margins rose 255% in about 16 months, with the largest cluster of hikes occurring near the peak in the 
silver price. Each hike forced liquidation, not because the fundamentals changed, but because 
leverage became untenable. 

That culminated in the 2011 collapse, not because the bull market was false, but because positioning 
got ahead of market structure. The 2025-2026 data shows CME margins climbing from $11.5k to $25k. 
Then suddenly, spot-linked margin explodes into the $40k-$60k range as the silver price surged past 
$90, $100, $110. This can lead to forced selling because price drops feel irrational, and selling 
accelerates after the initial pullback, and correlation spikes across metals. This is textbook 
margin-induced liquidation. Paradoxically, this demand is colliding with structurally thin paper liquidity.
The CME recently implemented a new margin structure which ties margin requirements more directly 
to contract value, meaning that when silver prices rise rapidly, required margin capital rises 
proportionally. This dynamic can force liquidation precisely when liquidity is already thin. Recent 
trading conditions suggest that executing even moderately large orders can require meaningful price 
concessions, reinforcing the disconnect between paper market depth and underlying physical 
demand.

View on real assets like Silver and Gold and recent volatility

Given the current environment, the committee agreed that capital preservation remains the priority. 
The committee acknowledged that equity markets may not yet have reached peak bearishness and 
that there could be more pain in the short term. Fixed income yields could move higher; the 
committee continues to avoid duration strategies, primarily due to taxation considerations.

The meeting concluded with agreement to reconvene mid-month to reassess market conditions and 
revisit portfolio positioning as clarity improves.

View going forward
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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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