


O NSE Market Pulse

April 2026 | Vol. 8, Issue 4

Market Pulse

Volume 8, Issue 4

This publication is issued monthly by the
Economic Policy and Research (EPR) department
of the National Stock Exchange of India Limited. It
Is a review of major developments in the economy
and financial markets and market statistics for the
month gone by, insights from cited academic
research papers and topical research articles.

Authors

Tirthankar Patnaik, PhD
Prerna Singhvi, CFA
Prosenijit Pal

Ashiana Salian

Sushant Hede

Stuti Bakshi

Puja Parmar, PhD
Aratrik Chakraborty
Sahil Bagdi

Past editions of Market Pulse can be accessed at
https://www.nseindia.com/research/publications -reports -nse-

market -pulse

O NSE

NATIONAL STOCK EXCHANGE OF INDIA
LIMITED

1/291


https://www.nseindia.com/research/publications-reports-nse-market-pulse
https://www.nseindia.com/research/publications-reports-nse-market-pulse

O NSE Market Pulse

April 2026 | Vol. 8, Issue 4

Market Pulse

Published by Economic Policy and Research, National Stock Exchange of
India Ltd.

Copyright © 2026 by National Stock Exchange of India Ltd. (NSE)
Exchange Plaza, Bandra Kurla Complex

Bandra (East), Mumbai 400 051 INDIA

Any/all Intellectual Property rights in this report including without
limitation any/all contents/information/data forming a part of this report
shall at all times vest with NSE. No part of this report may be
sold/distributed/licensed/produced/transmitted in any form or manner by
any means (including without limitation - electronic, mechanical,
photocopying, recording or otherwise) to any person/entity whatsoever
without the prior written permission of NSE. Extracts from this report may
be used or cited provided that NSE is duly notified and acknowledged as
the source of such extract.

This report is intended solely for information purposes. This report is under
no circumstances intended to be used or considered as financial or
investment advice, a recommendation or an offer to sell, or a solicitation

of any offer to buy any securities or other form of financial asset. The
Report has been prepared on best effort basis, relying upon information
obtained from various sources. NSE doesnot guarantee the completeness,
accuracy and/or timeliness of this report neither does NSE guarantee the
accuracy or projections of future conditions from the use of this report or
any information therein. In no event, NSE, or any of its officers, directors,
employees, affiliates, or other agents are responsible for any loss or
damage arising out of this report. All investments are subject to risks,
which should be considered prior to making any investments.

2/291



QO NSE

NSE at a glance

KPBve6 326, 7, 21,

Domestic market share

Market Pulse

April 2026 | Vol. 8, Issue 4

]

1( !'1% 5&! $+

KPBv6 (/2#!/
1 Largest multi-asset class
exchange

NSE's share in FY26 (%)

Third largest equity exchange
by no. of trades (11.6 % share
in FY26TD* as per WFB

Largest derivatives exchange
by contracts traded (FY26TD*
share: 50.7% in eq. F&Oas
per WFE)

9

* As of February 28™, 2026

Market capitali sation*

Catalyst for capital formation

Rs 20 lakh crore

2,942

Total capital
raised through
equity and

debt in FY26 .
Companies

listed#

#As of March 31, 2026

eQ cash |G <30
eQ Futures [ oo
eQ options* [N 747
Fx Futures [N <25
Fx options* [ 1000

* Based on premium turnover
** As of March 31, 2026

KPBve $2175, #87,

Listing snapshot

Rs 1.8 lakh crore
Total
capital 108 111
raised
through Mainboar
IPOs d IPOs

*Data is for FY26

Investor growth

Individual investor 6 yparticipation*

1,325 Trading members
99.85% Pin codes covered
12.9 Crore Unique registered PANs

Total passive AUM
(domestic + global)
tracking Nifty indices

US$101.1bn*

Market capitali sation of

US$4.4trn
# NSE listed cos.

As of March 31+, 2026, unless specified otherwise ;
*As of February 28th, 2026.

21 72 7+& &%2120-

Market capitali sation

Rs lakh cr s NSE market cap

500

Market cap to GDP (%, rhs*) 150
132
/\/\/—— 100
I I I 50
I I I I 0

A DO QA AV D A D a0

N YA VOO VO
TNV
* Market cap to GDP is based on 3M avg. market cap
and nominal GDP for the last four quarters. #As of

March 31%, 2026

400

300

200

10

o

0

Unique investor base
Unique PANs on NSE

916
<
N
>
L

Lakh

1400 1,291

©
N
>
L

1,128

Te]
N
>
'8

1200
1000
800

727
594
600
0

40

400 310

200

Frzo [N
Fr21 [

FY22
FY23

* As of March 31%, 2026

(in lakh) m CM Segment
400 B FO Segment 377
358
350
307
300 274
249
250
200
152
150
o1 ¢ 06
100 7275 7
45 52 1
50 6
kL
0
© N~ 0 O O Hd N M < W ©
o "1 =S =S N N N N N N
> > > > > > > > > > >
T T T T T T T T TR TR
*F1%, 9, %8! /6 ,19&67256v 3!
investors who have traded at least once in the year.

3/291

New investor registrations

lakn ™= Eastindia s North India
[ South India West India
250 Total
210.6
193.4 192.1
200 62.1
150
il
38.
) . I I I
, i
o I N ™ < T} ©
N o~ N N N N N
> > > > > > >
18 [ [ 1R [ [ 1R
The top five states (UP, MH, GJ, TN, WB) accounted
for 45.4% of new investor registrations in FY26.



QO NSE

Market Pulse

April 2026 | Vol. 8, Issue 4

Key macro charts

Growth outlook robust
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: forex reserves at ~US$ 688 bn

PMI in the expansion zone
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Performance across asset classes
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Executive Summary

Fiscal edition: Geopolitics, growth and the persistence of risk

wT!56 !'5& 127 3!, % '25 |, 1hBehj@ninFrarklian 7+& #,// $20&6 [ ! 7&5k

The global economy entered the new fiscal year under the continued shadow of a geopolitical shock that has now moved

beyond an event to a condition. What began as a sudden escalation in West Asia in late FY26 has persisted into April,
with no clear resolut ion in sight. Peace negotiations have alternated between progress and setback, and markets have
responded in kind. Our fingers remain firmly crossed on the most recent announcement i this time from Iran i on the
full opening of the Strait of Hormuz earlier tod ay.

Beyond the announcements per se, the macroeconomic implications are now better understood. The IMF has revised

global growth for 2026 down to 3.1%, alongside an increase in headline inflation to 4.4%, with downside risks pointing

to scenarios closer to 2% growth and 6% inflation. This m arks a transition from the initial phase of uncertainty captured

in March to a more grounded reassessment of growth, inflation and policy trade -offs. The central question is no longer
whether the shock matters, but how long it persists and how economiesad - 86 7k L1& ,6 5&0, 1%&% 2
war, albeit in a different context. Benjamin Franklin would be apt instead, in the current environment.

Financial markets over FY26 reflected this evolving interplay between resilience and disruption. For much of the year,
global equities remained supported by steady earnings, disinflation and continued strength in technology -led
investment. Developed market s anchored performance, with the MSCI World Index returning 17.4%, while emerging
markets outperformed for a large part of the year, delivering 26.9%, led by North Asia. This constructive backdrop
reversed sharply in March. The escalation in West Asia, a sike in crude prices and renewed inflation concerns triggered
a broad risk-off correction, with emerging markets falling 13.3% in the month i nearly double the decline in developed
markets. Commaodity markets turned correspondingly volatile, with crude prices rising above US$100 per barrel and
ending the year 58% higher. The INR depreciated sharply by about 11% over FY26, reflecting both higher oil prices and
sustained capital outflows.

Indian markets moved within this global context but with distinct internal dynamics. Equities faced sustained pressure
through FY26, with intermittent recoveries proving short -lived amid trade tensions, geopolitical risks and elevated crude
prices. Record foreign portfolio outflows added to the weakness, as capital rotated towards relatively cheaper and
technology-led global markets. The correction intensified in March, with the Nifty 50 declining 11.3%, its steepest fall
since March 2020, leaving the index down 5.1% for the fiscal year and 14.4% in US dollar terms. Domestic flows
remained the principal stabilising force. Domestic institutional investors recorded net inflows of Rs 8.5 lakh crore in
FY26, supported by sustained SIP contributions averaging Rs 29,132 crore per month. Broader markets displayed
mixed resilience, with mid -caps marginally positive while small - and micro-cap segments corrected. Early FY27 has
seen a partial recovery, supported by easing bond yields, some moderation in geopolitical te nsions and improved
valuations following the March correction.

Fixed income markets reflected a similar pattern of divergence and adjustment. Globally, yield curves steepened
through FY26, with long -term yields rising on inflation concerns even as short -term yields declined with policy easing.
Domestic bond markets al so experienced volatility, with the yield curve steepening despite a cumulative 100 bps policy
rate cut. The 10-year yield rose to 7.03%, reflecting external pressures and supply conditions, while short -term yields
declined on liquidity support.

The macroeconomic backdrop over FY26 can be characterised by pervasive uncertainty alongside surprising resilience.
Global growth held up through much of the year despite elevated trade and policy uncertainty, supported by disinflation,
accommodative finan cial conditions and technology -led investment. This balance was disrupted in the closing months
of the fiscal by the West Asia shock, which has introduced a new inflationary impulse through energy prices and supply
disruptions.
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Global growth, as mentioned above, is now projected at 3.1% in 2026, below the historical average, with inflation
expected to rise before easing. Monetary policy globally has correspondingly shifted to a more cautious stance, with
easing cycles slowing as central banks navigate the trade -off between supporting growth and containing inflation.

F1%,!v6 0!$52&%$2120, % 3&5'250!1%$& 7+528(+ 7+,6 3&5,2% +!6
at 7.6% in FY26, supported by strong private consumption, improving investment and continued strength in services

and manufacturing. Policy support was broad-based, including tax rationalisation, monetary easing and liquidity
measures, which together helped cushion the economy through both trade -related uncertainty and the later geopolitical

shock. Macro fundamentals remained broadly stable. The current account deficit stood at 1.1% of GDP in the first nine
months of FY26, foreign exchange reserves remained substantial, and inflation averaged 2.1% through the year. At the

same time, pressures were evident in currency depreciation, elevated tr ade deficits and liquidity constraints linked to
deposit-credit imbalances. Looking ahead, the outlook for FY27 is more uncertain. A prolonged geopolitical shock,
coupled with a below -normal monsoon forecast, could place pressure on both inflation and grow th, making the
evolution of the growth -inflation balance central to policy.

Q+& 6758%$785!/ &92/87,21 2 &4 8, 7 < Story &f th& Mdnth.' OB thes past thrée ' 2 $
decades, global markets have undergone a marked shift in sectoral composition. US markets have seen a pronounced

rise in technology dominance, while China has moved away from a real estate -led structure towards a more balanced

o,; 2' 7&%$+12/2(< 1'1% ',1!'1%$,!/ 6k G!'3!1v6e O0!5.&7 6758%$785
nN%, ! v 75116, 7,21 +! 6 #diy&ldd maske6td gndddrdimated by fhancidls, afoAgBide a declining

share of materials and energy. These shifts are reflected in rising concentration metrics for the US markets, while India

has moved in the opposite direction, with declining concentration indicating greater dispersion across firms and sectors.

The Insights section places the current environment within the broader literature on war and its economic
consequences. Early work emphasised destruction and recovery, including the possibility of post -war reconstruction
effects. Subsequent theoretical con tributions highlighted the diversion of resources from productive to unproductive
uses during conflict. Empirical work has since established that war leads to persistent output losses, disruptions to
trade and negative financial market reactions. More rece nt research extends this analysis to global spillovers, showing
how conflict affects not only directly involved economies but also interconnected systems through trade, capital flows
and supply chains. Emerging evidence also points to longer-term effects t hrough reduced investment, disrupted
innovation and lower productivity growth. The literature converges on a clear conclusion: war is not a temporary
disturbance but a systemic shock, operating through multiple channels and with effects that extend well be yond the
immediate theatre of conflict.

Exchange data through FY26 reflect a year of strong capital formation alongside uneven participation dynamics. IPO
activity was robust, with record fund mobilisation of Rs 1.8 lakh crore led by mainboard issuances, even as SME activity
moderated. Investor additions slowed relative to the previous year, but the overall base continued to broaden, led by
younger cohorts, with female participation rising steadily across states. Market activity across equity cash and
derivatives softened through much of the year before rebounding sharply in the final quarter, with March 2026 reflecting
heightened volatility and strong turnover. D espite this recovery, activity remained highly concentrated: a small set of
institutional and high -value participants accounted for a disproportionate share of trading, while the majority of
investors contributed marginally, resulting in a persistent long -tailed participation structure across segments.

Alongside these developments, the expansion of commodity derivatives reflects a gradual broadening of the market
ecosystem. The introduction of electricity futures has provided a new avenue for hedging power price risk, while smaller
gold contracts have im proved accessibility for retail participants. More recently, the launch of dated Brent crude oil
futures introduces a global pricing benchmark into the domestic derivatives framework, allowing participants to manage
energy price risk more effectively withi n a regulated environment. These developments point to a steady deepening of
market infrastructure in response to evolving risk exposures.
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The transition from FY26 to FY27 thus takes place against a backdrop of unresolved geopolitical tensions, shifting global
growth expectations and evolving domestic fundamentals. The experience of the past year underscores a recurring
theme: external shocks continue to shape outcomes, but their transmission and absorption depend increasingly on
domestic structuresi 0! 5. &76n , 167,787,216 !1% 32/,%$< '"510&:25.6%k
an ability to absorb volatility, supported by domestic participation and policy flexibility, but remain exposed to global
developments, particularly through energy and capital flows.

As the new fiscal year begins, the balance between resilience and risk remains finely poised. The trajectory of the global
economy will depend on the duration and intensity of the current conflict, even as domestic fundamentals provide a

degree of stability. In this setting, the task is less about forecasting a single outcome and more about understanding the
range of possible adjustments. Uncertainty is an economic force.

Tirthankar Patnaik
Chief Economist
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Story of the Month

Market concentration trends in the US, China, Japan, and India

Over the past three decades, global equity markets have undergone a notable transformation in sectoral composition,
reflecting evolving economic drivers. The United States has witnessed a pronounced shift towards technology -led
dominance, with Information Technology (IT) nearly doubling its share of market capitalisation from 16% in 1995 to
31% in 2025, while traditional sectors such as Consumer Staples and Industrials have seen a marked decline. China,
similarly, has transitioned away from a real estate -driven structure i where the sector accounted for 34% in 1995 i to a

025& #!/11%&% 0, ; [/ &% #< 7&%$+12/2(< '"1% ' ,1!11%$,!'/6n &!$+
structure has remained relatively stable, with Industrials continuing to dominate, albeit with gradual diversification and

a moderate rise in Information T echnology. India, on the other hand, has shifted from a commodity -led market to a
financials-driven structure, with Financials emerging as the largest sector by 2025, accompanied by a decline in
Materials and Energy. Collectively, these trends highlight a global move towards more diversified and modern sectoral
compositions, albeit at varying speeds and intensities across economies.

These structural shifts are further analysed in market concentration metrics such as the Herfindahl -Hirschman Index
(HHI) and Gini coefficient. The United States stands out with a reversal in its long -term trend, as HHI declined until 2015
but rose sharply thereafter to 164 in 2025, indicating incre asing concentration driven by sectoral dominance,
particularly in Communication Services, Consumer Discretionary, and IT. In contrast, China has experienced a sustained
decline in concentration, with HHI dropping significantly over time and remaining low, supported by a broad -based
distribution across sectors. Japan presents a relatively stable picture, with only a marginal increase in concentration in
recent years, while India exhibits a consistent decline in HHI , signalling greater dispersion of market capitalisation
across firms and sectors. At a sectoral level, concentration trends diverge further i rising broadly in the U.S., moderating
across most sectors in India (with a n exception in Communication Service sector), increasing gradually in Japan, and
showing mixed patterns in China. Together, these patterns highlight the varying degrees of market maturity,
diversification, and concentration dynamics across major global economies.

Rise of technology dominance in US Markets: Sectoral concentration in the United

States has undergone a significant transformation over the past three decades. In 1995,

Information Technology (IT) accounted for 16% of total market capitalisation, followed

by Consumer Staples and I ndustrials at 15% each, Financials at 14%, and Health Care at

12%, with all other sectors contributing in single digits. By 2025, the dominance of IT has

strengthened considerably, with its share rising to 31% of overall market cap italisation.

Financials continue to hold a steady position at 15%, while Consumer Discretionary has

emerged as a key sector with an 11% share. In contrast, traditional sectors such as

Consumer Staples and Industrials have seen their shares decline to 5% and 9%,

respectively, reflecting a structural shift towards technology -led growth.

O0,6& 2 7&$+12/2(< 1'1% ' ,1!1%,!' /@, 11ve@+QNs5v&7 0O!5. &7 [ ! ]
composition has experienced a marked shift from real estate -led dominance to a more

diversified structure. In 1995, real estate accounted for a substantial 34% of total market

capitalisation, followed by Industrials at 23% and Utilities at 11%. However, by 2025,

the sectoral landscape has changed significantly. Information Technology has risen

sharply from just 2% in 1995 to ~18%, followed by financials, which also stands at ~18%.

Industrials remain a key contributor at 16%. Notably, the share of real estate has

%&$/ ,1&% %5'!'0!'7,$!'/ /< 72 -867 \N-n +,(+/,(+7, 1( ! "' 81 %! 0 ¢

capital markets away from property -driven concentration.
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Stable yet evolving sectoral composition in Japan: The sectoral distribution in
Japanese markets reflects relative stability with gradual shifts over time. In 1995, the
Industrial sector dominated with a 29% share of market capitalisation, followed by
consumer discretionary at 17% and financial at 10%. By 2025, Industrials continue to
lead, albeit with a reduced share of 24%, indicating some diversification. Consumer
Discretionary has strengthened its position to 18%, while Financials have increased to
14%. Additionally, the share of Information Technology has risen from 9% in 1995 to
13% in 2025, suggesting a moderate but steady transition towards technology -oriented
sectors within the Japanese market.

Shift from commodity -led to financial -led market structure;: F1 %, ! v6é $! 3, 7!/ 0! 5. &7
seen a notable shift in sectoral leadership over the past three decades. In 1995,
materials dominated with a 25% share of total market capitalisation, followed by  Energy
at 18% and Consumer Discretionary at 13%. By 2025, financial sector emerged as the
leading sector, accounting for 25% of overall market capitalisation. Industrial and
Consumer Discretionary follow with shares of 13% and 12%, respectively. Notably, the
share of Information Technology has increased significantly to 8% in 2025, compared to
1% in 1995. Meanwhile, the contribution of traditional sectors such as Materials and
Energy has declined to 11% and 7%, respectively. This transition highlights the
increasing role of financial intermediation and a gradual diversification of the Indian
market structure
Figure 1: Movement of top countries based on market capitalisation of listed companies
(Market capitalisation has been rebased to 100 as of 2005)
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Source: Bloomberg, NSE EPR

Notes:

1) The data has been rebasedto 100 as of 2005

2) Data for companies listed in Hong Kong has been included in China.
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Figure 2: Comparison of top countries based on market capitalisation of listed companies
(US$ trn) - U.sS. ——— China (icl. HK)
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Source: Bloomberg, NSE EPR
Note: 1) Data for companies listed in Hong Kong has been included under China.

Figure 3: Market capitalisation -to-GDPratio across leading economies (2015)
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Source: Bloomberg, IMF, NSE EPR.
Notes: 1) Data for companies listed in Hong Kong has been included in China.
2) Bubbles represent M-Cap for the respective countries.
3) The blue shade indicates advanced economy while the orange shade indicates emerging market & developing economy.

Figure 4: Market capitalisation -to-GDPratio across leading economies (20 25)
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Notes: 1) Data for companies listed in Hong Kong has been included in China.
2) Bubbles represent M-Cap for the respective countries.
3) The blue shade indicates advanced economy while the orange shade indicates emerging market & developing economy.
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Table 1: Country wise M -Cap (US$ trn) for listed companies across US, China, Japan and India

us 3.0 9.4 115 12.9 21.2 42.3 73.3
China 0.22 0.96 13 6.2 10.7 17.7 20.9
Japan 2.3 2.3 4.0 3.6 4.8 6.7 7.8
India 0.08 0.11 0.49 15 14 25 53

Source: LSEGWorkspace, NSEEPR
Note: 1) Data for companies listed in Hong Kong has been included under China.

Table 2: Annualized growth rate (based on market capitali ~ sation ) for listed companies

Country

Source: LSEGWorkspace, NSEEPR
Note: Data for companies listed in Hong Kong has been included under China

Table 3: Sector -wise (% share) market capitalisation in US (1995
Sector (in % share)

-2025)

Materials

Health Care
Financials
Consumer Staples
Industrials
Consumer Discretionary 7% 5% 8% 9% 11% 13% 11%
Real Estate
Communication Services 5% 6% 5%
Information Technology _
Energy 6%
Utilities 5%
Grand Total 100% 100% 100% 100% 100% 100% 100%

Source: LSEGWorkspace, NSEEPR
Note: Companies for which GICSsector was not reported, have been excluded for the analysis.

Table 4: Sector -wise (% share) market capitalisation in China (1995 -2025)
Sector (in % share) 1995 2000 2005 2010 2015 2020 2025
Materials 3% 10% 6% 10% 8% 8% 10%
Health Care 8%

Financials
Consumer Staples

Industrials

Consumer Discretionary 10% 8% 7% 7% 9% 12% 9%
Real Estate 11% 9% 7% 7%

Communication Services 16% 12% 6% 8% 7% 7%
Information Technology 6%

Energy 5%

Utilities 11% 8% 7%

Grand Total 100% 100% 100% 100% 100% 100% 100%

Source: LSEGWorkspace, NSEEPR
Notes: Data for companies listed in Hong Kong has been included under China. Companies for which GICSsector was not reported, have been excluded for the analysis.
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Table 5: Sector -wise (% share) market capitalisation in Japan (1995  -2025)

Sector (in % share)

Materials 10% 7% 8% 8% 6% 6% 5%
Health Care 3% 6% 5% 6% 7% 10% 6%
Financials 10% 12% 15% 8% 14%
Consumer Staples 6% 6% 7% 6% 9% 8% 6%

Industrials
Consumer Discretionary
Real Estate

3% 3%

Communication Services 8% 10% 7% 7% 8% 10% 8%
Information Technology 9% 16% 10% 10% 8% 13% 13%
Energy

Utilities 6% 5% 4% 4%

Grand Total 100% 100% 100% 100% 100% 100% 100%

Source: LSEGWorkspace, NSEEPR
Note: Companies for which GICSsector was not reported, have been excluded for the analysis.

Table 6: Sector -wise (% share) market capitalisation in India (1995  -2025)

Sector (in % share)

Materials 10% 12% 13% 10% 11% 11%
Health Care 6% 5% 4% 9% 7% 6%
Financials 10% 6% 11%

Consumer Staples 11% 17% 8% 6% 10% 11% 7%
Industrials 11% 6% 11% 14% 10% 8% 13%
Consumer Discretionary 13% 6% 9% 7% 12% 9% 12%
Real Estate

Communication Services 6% 9% 5% 4% 5% 4%
Information Technology 12% 14% 8%
Energy 11% 10% 7%
Utilities 7% 8% 4% 4% 4%
Grand Total 100% 100% 100% 100% 100% 100% 100%

Source: LSEGWorkspace, NSEEPR
Note: Companies for which GICS sector was not reported, have been excluded for the analysis.

O, 6, 1( $21%$&175!:7Acr@4 glopal marketst theRHeifindahl -Hirschman
Index (HHI)i based on market capitalisation i reveals distinct trends in concentration
over time. In the United States, the HHI declined from 119 in 1995 to 59 in 2015,
indicating a broadening of market partic ipation and reduced concentration. However, this
trend reversed thereafter, with the index rising to 95 in 2020 and further to 164 in 2025,
reflecting increasing concentration driven by sectoral dominance, particularly in
technology. This is corroborated by the Gini coefficient, which edged up from 0.949 in
2020 to 0.955 in 2025, suggesting a higher degree of inequality in the distribution of
market capitalisation across firms.

I T+, / & @+, 1! n G! 3! 1n !-ha%ed patti®ipation: &In contrédst, Ching 5 2! %
has witnessed a sustained decline in concentration, with HHI falling sharply from 301 in

1995 to 264 in 2005, and further to 37 in 2015, remaining stable at 38 in 2025. The Gini

coefficient also declined significantly from 0.986 to 0.7 89 over the same period,
indicating a more even distribution of market capitalisation among listed companies.

A similar, though more moderate, trend is observed in Japan and India. In Japan, the HHI
declined from 84 in 1995 to 62 in 2015, before rising slightly to 76 in 2025, suggesting a
largely stable market structure with a marginal increase in concentration in  recent years.
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India, on the other hand, has demonstrated a consistent decline in concentration, with
HHI reducing from 202 in 1995 to 119 in 2015 and further to 81 in 2025, indicating
increasing dispersion of market capitalisation across a broader set of listed firms.
Conceptually, a higher HHI (based on market capitalisation) implies that a larger share of
total market value is concentrated among a few dominant companies, whereas a lower
HHI reflects a more diversified market with relatively balanced distribution across  firms.
Together with the Gini coefficient, these metrics provide a robust assessment of market
concentration and the extent of inclusiveness in capital market growth.

Table 7: Country -wise HHI score based on market capitalisation (1995  -2025)

Country

us
China
Japan

India

Source: LSEGWorkspace, NSEEPR
Note: Data for companies listed in Hong Kong has been included under China

Table 8: Gini coefficient across USA, China, Japan and India (1995 -2025)

Country

us
China
Japan

India

Source: LSEGWorkspace, NSEEPR
Note: Data for companies listed in Hong Kong has been included under China

Broad-based rise in sectoral concentration in US; led by = Communication Services:
While the overall HHI has increased in U.S. markets, a sectoral breakdown provides
deeper insights into the underlying drivers of concentration. With the exception of
Energy, Utilities, and Industrialsi which witnessed a decline in their respective HHI
scoresi all other sectors recorded an increase. Notably, Communication Services
emerged as the most concentrated sector, with an HHI of 2,952 in 2025, up from 1,287
in 2020. This was followed by Consumer Discretionary at 1,379 (up from 1,063) and
Information Technology at 1,051 in 2025 (up from 944), highlighting the growing
dominance within these sectors.

Broad-based decline in sectoral concentration in India , with a sharp rise in
Communication Services: In contrast, our sectoral analysis for Indiai where overall HHI
has declinedi reveals a broad-based reduction in concentration across most sectors.
Communication Service is the only exception, with HHI rising sharply to 4,399 in 2025
from 2,693 in 2020, marking an increase of 63%. The Energy sector ranked second in
terms of concentration at 4,010 in 2025, although this represents a decline from 5,484
in 2020. Similarly, the HHI for the Information Technology sector decreased significantly
to 1,331 in 2025 from 2,497 in 2020. In contrast to the U.S., the Consumer Discretionary
sector in India remains relatively less concentrated, with an HHI of 293 in 2025
compared to 1,379 in the US markets.
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Moderate rise in sectoral concentration in Japanese markets: For Japan, the marginal
increase in overall HHI is broadly aligned with sectoral trends. Except for Materials and
Information Technology, all major sectors recorded an increase in concentration in 2025
compared to 2020. The Energy sector exhibited the highest HHI at 2,107 in 2025, up
from 1,791 in 2020. This was followed by Communication Services at 1,219 (up from
1,200) and Utilities at 1,104 in 2025 (up from 805), indicating a gradual rise in
concentration across key sectors.

Mixed sectoral concentration trends with decline in Communication Services: For
China, sectoral concentration presents a mixed trend, with some sectors witnessing
moderation while others show a marginal increase. Communication Service ranks highest
in terms of HHI at 2,474 in 2025, although this marks a decline from 3,267 in 2020,
making China the only country to record a decline in this sector. The Energy sector stands
second with an HHI of 1,524 in 2025, increasing from 1,226 in 2020, followed by
Consumer Staples at 587, which has remained broadly stable over the same period.
Notably, several sectors exhibit relatively low concentration levels, with HHI values
below 100 for Information Technology (84), Materials (83), Health Care (81), and
Industrials (77), indicating a more dispersed market structure within these segments.

Table 9: Sector -wise HHI score based on market capitalisation for US (1995
Sectors 1995 2000 2005 2010

-2025)

Communication Services 1602 1729 1103

Consumer Discretionary 647 724

Consumer Staples 1111 1210 964 774 527 596 979
Energy 1189 _ 928
Financials 328 297 311
Health Care 1100 991 608 515 335 385
Industrials 902 1572 724 309 327

Information Technology 1054 783 664 684 833 943 1052
Materials 378 395
Real Estate 296
Utilities 402

Source: LSEGWorkspace, NSEEPR

Table 10: Sector -wise HHI score based on market capitalisation for China (1995
Sectors

-2025)

Communication Services
Consumer Discretionary
Consumer Staples
Energy

Financials

Health Care

Industrials 1504

Information Technology 651

Materials 1182 318
Real Estate 1056 625 578 264 182 217 216
Utilities 2514 570 750 352 237 354 362

Source: LSEGWorkspace, NSEEPR
Note: Data for companies listed in Hong Kong has been included under China.
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Table 11: Sector -wise HHI score based on market capitalisation for Japan (1995  -2025)
Sectors 1995 2000 2005 2010 2015 2020 2025

Communication Services 1309 1283 1233 1200 1219
Consumer Discretionary 628 990 732 608 613 657 842
Consumer Staples 455 _ 907 528 541 - 497
Energy 1376 1388

Financials 848 825 841 681 547 438 677
Health Care 1841 985 689 502 628 829

Industrials
Information Technology
Materials

Real Estate

Utilities 1254 1537 1150 1211 842 805 1104
Source: LSEGWorkspace, NSEEPR

Table 12: Sector -wise HHI score based on market capitalisation for India (1995
Sectors

-2025)

Communication Services
Consumer Discretionary
Consumer Staples
Energy

Einancials 1852 1646 1056 828 739 710 401
Health Care

Industrials

Information Technology
Materials

Real Estate

Utilities

Source: LSEGWorkspace, NSEEPR

Market inequality: US & India concentrated while China remains relatively
diversifie d: The Lorenz curve highlights persistent inequality in the distribution of market
capitalisation across firms, with clear divergence across countries. The United States
continues to exhibit high concentration, with curves remaining significantly above from
the line of equality across all years, indicating that a small set of firms accounts for a
dominant share of total market value. India shows a similar pattern of concentr ation,
albeit with improvement over time, suggesting gradual broadening but continued
dominance of large firms. In contrast, China demonstrates a notable shift towards a more
equitable distribution, with the Lorenz curve progressively moving closer to the equality
line between 1995 and 2025, reflecting increased participation and dispersion of market
value across firms. Japan remains relatively stable and moderately distributed, with
limited changes over time, consistent with its mature and balanced market structure.
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Figure 5: Lorenz curve based on M -Cap of listed
companies for USA (1995 -2025)
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Figure 7: Lorenz curve based on M -Cap of listed
companies for Japan (1995 -2025)

Lorenz Curve of Market Capitalisation (Japan)

=)
=
&

\

Cumulative Share of Market Capitalisation
g
N
N
N
N

e
o
]
N

0.00 0.25

; 0.50 075 1.00
Cumulative Share of Firms (Largest First)

Source: NSE EPR

Figure 6: Lorenz curve based on M -Cap of listed

companies for China (1995 -2025)

Lorenz Curve of Market Capitalisation (China)
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Figure 8: Lorenz curve based on M -Cap of listed
companies for India (1995 -2025)
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Figure 9: Lorenz curve based on M -Cap of listed
companies across USA, China, Japan & India (2015)

Lorenz Curve based on market capitalisation across countries (2015)
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Figure 10: Lorenz curve based on M -Cap of listed
companies across USA, China, Japan & India (2025)

Lorenz Curve based on market capitalisation across countries (2025)
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Macroeconomy
FY26: The year of pervasive uncertainty and surprising resilience

The global macroeconomic landscape in FY26 was marked by an unusual contrast: pervasive uncertainty, yet surprising
resilience. Trade policy and economic uncertainty remained exceptionally high through much of the year, but global
growth held up better than expected, supported by continued disinflation, accommodative policy, rising technology -led
investment, and cushioning from f ront-loading of trade flows and selective trade agreements. Just as some of these
trade-related uncertainties were beginning to re cede, the final phase of the year ushered a fresh geopolitical and
macroeconomic shock from West Asia, with wider spillovers through commaodity prices, supply disruptions and financial
market volatility. IMF projects global growth at 3.1% in 2026 and 3.2% i n 2027, below the historical average of 3.7%.
Global headline inflation is expected to rise to 4.4% in 2026 before easing to 3.7% in 2027, while merchandise trade
growth is projected by WTO to slow sharply from 4.6% in 2025 to 1.9% in 2026. Against this ba ckdrop, monetary policy
globally remains on a tightrope, with easing cycles slowing and the balance between supporting growth and containing
renewed inflation pressures becoming more delicate.

The Indian economy, too, exhibited notable resilience amid heightened global uncertainty, supported by strong
domestic fundamentals and timely policy support. Based on the revamped GDP series, real GDP growth is estimated at
7.6% in FY26, up from 7.1% in FY25, driven by resilient private consumption, firmer investment activity, and continued
strength in services and manufacturing. Policy support remained broad -based through the year. GST and income-tax
rationalisation supported demand, while policy rate cut s, liquidity measures (CRR cut, OMOs and swaps amounting to
~Rs 13.8 lakh crore in FY26) and calibrated measures helped cushion the economy through trade -related uncertainty
and West Asian tensions.

J!I'$52 "81%' 0&17!/6 5&0!,1&% #52! %/ < $216758%7,9& 7+528(+
in FY27, reflecting continued fiscal consolidation. The external position, though tested, remained manageable, with the
current account def icit at 1.1% of GDP in 9MFY26, while forex reserves of US$697.1 bn as of April 3™, 2026. Inflation

also remained benign, averaging 2.1% during FY26. At the same time, some pressure points persisted, including INR
depreciation of 9.9% in FY26, merchandise trade deficit at record level of US$ 334 bn in FY26 and deposit -credit
imbalances in the banking system, which weighed on liquidity conditions. Looking ahead, FY27 is likely to be more
challenging. A prolonged West Asia crisis could stress macro fundamentals while a below -normal monsoon forecast at

92% of normal adds uncertainty to food prices and rural demand. Against this backdrop, the RBI maintained status quo

and has projected growth at 6.9% and inflation at 4.6% for FY27, making the ev olution of the gr owth -inflation balance

a key determinant of the policy path.

1 MPC maintained status quo with a hawkish tone: MPC kept the repo rate
unchanged at 5.25% for the third consecutive meeting, maintaining a neutral
stance and signalling a cautious, wait-and-watch approach amid elevated global
uncertainty. The West Asia crisis is being viewed as a supply-side shock, posing
risks to both inflation and growth, although strong domestic fundamentals provide
resilience. Inflation has been revised higher to 4.6% for FY27, with risks of further
firming, while growth is projected at 6.9% with downside risks. Liquidity conditions
remain supportive, aiding transmission, and policy is expected to stay data -
dependent with a potential tilt towards a rate hike if inflationary pressures
intensify.

1 Inflation spike in March; remained benign in FY26: CPl inflation rose to 3.4%
YoY in March 2026 (vs. 3.2% in Febv \), driven by accelerated food inflation (3.7%
YoY) and elevated inflation in personal care even as core inflation remained
manageable at 3.3%. The moderation in core components suggests that the recent
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rise in inflation is largely supply -driven with underlying demand -side pressures
remaining contained. In contrast, wholesale price inflation rose to 38 -month high
of 3.9% YoY in March, owing to upstream cost pressures, particularly from energy
and commodity prices. On an annual basis, CPI inflation moderated to 2.1% in

FY26, compared to 4.6% in FY25, marking a multi-year low, providing the
necessary policy space for rate cuts by the RBI during the year. Similarly, WPI
declined to 0.7% in FY26 from 2.3% in F Y25, indicating that wholesale price
pressures remained subdued for most of the year, despite the recent pickup in

momentum.

1 Favourable base and strong industrial activity in Feb: Industrial activity grew
5.2% YoY in February 2026, partly led by favourable base effect and stronger
manufacturing sector (6% YoY), even as growth in mining and electricity
moderated. 14 of the 23 manufacturing industries registered growth including
heavy weight industries such as basic metals, chemicals and food products. Across
use-based categories, growth in capital goods was at a nine-month high of 12.5%
YoY while primary and infra goods decelerated. The infra segment remained
buoyant at 11.2% YoY. Consumer goods segment grew largely led by durables
even as non-durables fell. Manufacturing PMI fell to a 55 -month low to 53.9,
signalling disruptions from the ongoing crisis; services PMI also eased to 57.5 due
to input cost pressures.

1 Bank credit growth stays robust : Bank credit growth remained buoyant at 13.8%
YoY, as per WSS data on 18 Mar 2026 while deposit growth continued to lag at
10.8% YoY. Consequently, the credit-deposit ratio increased to an all -time high of
83%. Industry -wise data till Feb 2026 indicates credit pickup was largely led by
industries and retail lending such as personal and vehicle loans and loans against
jewellery and services such as tourism while advances on credit cards and loans
for consumer durables, profe ssional services and education declined. With a high
CD ratio, banks are relying on other sources of funds. CD issuances rose to an alt
time high of Rs. 13.2 lakh crore (+12.4% YoY), reflecting growing funding
pressures.

1 Merchandise trade deficit narrows in March, swells in FY26: F1%,!'v6e (22%6 75! %&

deficit narrowed to US$20.7 bn in March (vs. US$27.1 bn in February), largely

because oil imports fell sharply despite the West Asia crisis and higher oil prices,

indicating a decline in volumes amid supply disruptions. Exports rose seq uentially

to a one-year high of US$39 bn led by 51% MOM growth in oil exports. The goods

trade deficit widened to US$334 bn as imports rose 7.5% to a record US$776 bn,

while export growth remained muted at US$ 442 bn. Oil imports fell to a four -year

low, while oil exports dropped to US$54 bn, the weakest since the pandemic. The

services surplus rose to about US$214 bn, partly offsetting the wider merchandise

trade deficit, though the overall trade deficit still widened to around US$119 bn.

9 Fiscal deficit contained at 80% of revised estimates: Q+& R1,21 D29&510&17vVv6
fiscal deficit for FY26TD (Apr-Feb 2026) stood at Rs 12.5 lakh crore (80.4% of
FY26RE), down from Rs 13.5 lakh crore (85.8%) in FY25TD. Tax revenue slowed to
6.7% YoY as income tax collections grew by only 0.9% YoY due to the tax slab
rationalisation that came into effect in FY26. Corporate tax and indirect tax
collections, on the other hand, remained robust. Non -tax revenue also grew by
17% YoY providing some support to overall re ceipts. Total expenditure in FY26TD
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remained contained at 3.9%YoY, primarily driven by revenue expenditure (1.1%
YoY). However, the quality of expenditure was better as capex grew by 14% YoY
(vs. 12.6% in FY25TD). GST collections remained resilient, hitting a 10 -month high,
with average monthly collections at Rs 1.9 lakh crore in FY26.

Table 13: High frequency indicators

FY25 FY26 Oct-

Indicators (Avg)  (Avo) o5
Consumption
Auto volumes - passenger (domestic) YoY% -8.9 1.6 8.5 15.9 36.6 -5.1 -3.8 6.7
2W volumes (domestic) YoY% 9.0 12.3 2.2 21.2 39.4 26.2 35.2 19.3
Tractor volumes YoY% 9.0 248 14.8 30.1 37.1 43.0 34.2 29.1
Vehicle registrations YoY% 6.4 12.8 41.7 2.9 15.6 18.4 26.7 25.4
Personal loans YoY% 16.8 12.9 14.0 12.8 14.4 14.9 15.2
1IP -Consumer durables YoY% 8.2 6.0 -1.3 11.2 12.4 7.2 7.3
1IP -Consumer non-durables YoY% -1.2 -0.2 -5.2 8.0 8.5 -2.3 -0.6
Petrol Consumption YoY% 7.6 6.5 7.4 2.6 7.1 6.1 6.1 7.6
Diesel Consumption YoY% 1.9 3.6 -0.3 4.8 5.2 3.3 4.3 8.1
GST collections (total) Rs lakh cr 22.1 23.3 2.0 1.8 1.8 2.0 1.9 2.0
MGNREGA Work Demand YoY% -6.3 -18.6 -35.7 -32.0 -28.6 -25.0 -10.9 -21.8
CPI YoY% 4.6 21 0.0 0.5 12 2.7 3.2 34
WPI YoY% 2.3 0.7 -1.2 -0.1 1.0 1.7 21 3.9
Investment

1P -Capital goods YoY% 5.9 7.6 2.1 10.1 8.3 4.1 12.5
Central government capex YoY% 10.0 22.3 -28.3 -13.8 -24.5 -24.5 59.6
1IP - Infra/ construction goods YoY% 6.5 10.1 7.1 13.0 12.8 14.6 11.2

External Sector
Merchandise exports YoY% 0.5 15 -12.5 18.7 1.3 0.4 -0.8 -7.4
Merchandise imports YoY% 6.5 8.1 17.9 -1.5 10.3 19.9 25.0 -6.5
Non-POL, Nongold and silver imports YoY% 5.2 9.8 9.0 16.1 13.7 3.1 14.7 9.0
Services (net) YoY% 16.1 13.7 15 17.0 18.3 19.4 4.1 0.5
Foreign exchange reserves (EOP) US$ bn 665.4 688.1 690 686 697 723.8 728.5 688.1

Business activity
1P YoY% 4.1 4.1 0.5 7.2 8.0 51 5.2
1IP -Manufacturing YoY% 4.1 5.0 2.0 8.5 8.4 5.3 6.0
Core sector: Coal YoY% 55 0.0 -8.6 2.1 3.6 3.1 2.3
Core sector: Steel YoY% 6.7 9.6 5.9 6.7 10.1 9.9 7.2
Core sector: Cement YoY% 5.7 9.1 5.2 14.6 13.8 10.7 9.3
Core sector: Electricity YoY% 5.1 08 | %69  -15 63 38 05
Manufacturing PMI Index 57.4 57.3 59.2 56.6 55.0 55.4 56.9 53.9
Domestic cargo traffic YoY% 5.7 7.8 -2.3 20.5 4.3 8.7 18.5
International cargo traffic YoY% 15.2 6.7 -2.4 12.7 12.6 8.4 17.6
Port cargo YoY% 3.1 5.2 3.0 12.4 8.0 3.7 4.3
E-way bills YoY% 17.3 19.8 8.2 27.6 23.6 15.8 18.8 12.9

Services/ banking
Services PMI Index 59.2 59.4 58.9 59.8 58.0 58.5 58.1 57.5
Domestic passengers traffic YoY% 9.0 1.7 3.5 7.0 - 3.1 -0.1
International passengers traffic YoY% 111 68 | 97 75 60 71 30
Bank deposit YoY% 115 10.6 10.8 10.2 12.7 125 11.9 10.8
Bank credit YoY% 13.8 11.7 125 115 145 14.6 145 13.8
g syt oy (et cton

Source: CMIE Economic Outlook, NSE EPR. Notes: 1) Port cargo traffic is cargo traffic including transshipment for all commodi ties. Bank credit and deposit growth
for March 2026 corresponds to RBI WSS. 2) Indicators for which data for March is unavailable, FY25 and FY26 correspond to April-February
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RBI Monetary Policy: Status quo with a hawkish tone

Q+& O?Fve6e JM@ O!, 17!, 1&% ! 67! 786 482
unchanged at 5.25% and retaining a neutral stance. The decision reflects a cautious assessment of evolving global
risks, particularly the West Asia crisis, which is being viewed as a supply-side shock with multiple transmission
channels, including higher crude prices, supply disruptions, tighter financial conditions, and weaker external demand.
While these factors pose risks to inflation and ( 52 : 7 +n 7+& JM@
macroeconomic fundamentals, including resilient domestic demand, stronger balance sheets, and policy support. In

6 #! $. %523n 7+& Oaf:+76+k %23B&D! $+ w:gitant Bréthe £WIPihg, grbwthd h(
inflation dynamics.

7+,

1

81

76 ' ,567 32/ ,%

%&56$25&%

7+ &

That said, the MPC revised inflation projections higher to 4.6% for FY27, with risks of further firming in H2, while growth
is projected at 6.9% with downside risks from geopolitical uncertainties. Despite external headwinds, domestic growth
is expected to remain supported by resilient consumption and strong credit momentum. The external sector may face
pressure from elevated commodity prices and capital flow volatility, although adequate FX reserves provide a buffer.
Liquidity conditions remain in surplus , thereby supporting transmission. Going forward, policy is likely to remain data -
dependent, but the RBI could tilt towards a rate hike if the situation exacerbates, even as the RBI continues to prioritise
effective transmission through proactive liquidity manageme nt in an environment of high credit hdeposit ratios and
elevated bond yields.

1

RBI maintained status quo : In the first Monetary Policy Committee (MPC)
meeting of FY27, the RBI unanimously kept the repo rate unchanged at 5.25%, in
line with the market expectations, marking the third consecutive policy meeting in
which rates were left unchanged. The stance was also retained as neutral, even
though the tone appeared to be cautious. Consequently, the Standing Deposit
Facility (SDF) and Marginal Standing Facility (MSF) rates the lower and upper
bounds of the liquidity adjustment facility (LAF) corridor i also remained
unchanged at 5.0% and 5.5%, respectively. The MPC noted that geopolitical
81%$&57!,17, &6 +!19& +&, (+7&1&% 6, (1, "',
through which the crisis could impact the domestic economy viz., (i) elevated crude
oil prices pushing up imported inflation and worsening CAD, (ii) higher prices
and/or lower availability of commodities lowering domestic output, (iii) heightened
uncertainty affecting domestic liquidity conditions, (iv) weaker global g rowth
dampening external demand and remittances, and (v) tighter financial conditions

, 1$5&! 6, 1( $267 2" #2552:,1(k Q+! 7
macroeconomic fundamentals are stronger now, making the economy resilient
compared with past episod es and decided to follow a wait -and-watch approach
while remaining vigilant in examining the evolving growth -inflation dynamics.

Inflation projections revised higher:  The headline CPI inflation for FY27 has been
projected at 4.6% ( based on average price of the crude oil basket of US$ 85/barrel),
higher than the target, with Q1 unchanged at 4%, Q2 revised higher by 20bps to
4.4%. Q3 and Q4 FY27 have been projected at 5.2%/4.7%. Core inflation has been
projected at 4.4% YoY for FY27 and core inflation excluding precious metals is
even lower, indicating that underlying inflationary pressures are still benign. At the
same time, the MPC noted that the ongoing crisis has led to volatility in
international energy and other commodity prices and its pass -through could have
second-order effects, leading to uncertainty to the near -term inflation outlook.
While the food price outlook remains comfortable in the near term with robust rabi
production, adequate reservoir levels and comfortable buffer stocks of foodgrains,
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the emergence of possible El-Nino conditions could impact on the S-W monsoon,
posing upside risks to inflation.

1 GDP projected at 6.9% with downside risks:  The MPC highlighted the adverse .
. L . . . . . FY27 GDP growth projected
implications of the West Asia conflict on growth, with risks arising from supply at 6.9% (vs. 7.6% in FY26
chain disruptions, elevated freight costs affecting downstream sectors, potential CSO Second Advance
moderation in consumption due to uncertainty, and weaker global demand Estimates).
weighing on exports. Real GDP growth for FY27 is prgected at 6.9%, with Q1 at
6.8% (10bps lower), 6.7% for Q2 (30bps lower), and 7.0% and 7.2% for Q3 and
Q4, respectively; downside risks remain in case of further geopolitical escalation .
The MPC also emphasised that proactive government measures, along with
stronger macro fundamentals, such as healthier balance sheets and a continued
push towards infrastructure, are expected to mitigate external shocks. In addition,
buoyant consumption momentum a nd strong credit growth highlight resilience in

growth.

91 External sector likely to witness pressure: The MPC emphasised that elevated
commodity prices pose a risk to the current account deficit in FY27, although Every US$10/bbl increase in
recent free trade agreements could support trade and investment flows. Every crude prices could widen
US$10/bbl increase in crude prices could widen the import bill by a bout US$18 bn current account deficit by

annually and push the current account deficit higher by 0.4 h0.5% of GDP (See 0.4h0.5% of GDP.

Market Pulse March 2026). While FPI outflows in FY27 (till 10 ™ April) stood at US$
5.1bn, FX reserves at USD 697bn (~11 months of import cover) remain adequate.
Despite stronger macroeconomic fundamentals, the INR depreciated more
sharply compared to recent years. The RBI reiterated that its intervention in the
foreign exchange market is aimed at smoothing excessive and disruptive volatility,
without targeting any specific level or band for the exchange rate.

9 Liquidity to remain sufficient:  Banking system liquidity continued to remain in
surplus. Average systemic liquidity surplus rose to Rs 1.6 lakh crore in Q4, up from The WACR has declined from
Rs 1.1 lakh crore in Q3FY26. This expansion was driven by significant liquidity an avg. of 6.56%, a few days
. . . . before the first rate cut in
infusion through OMO purchases amounting to Rs 4.6 lakh crore during the quarter Feb 2025 to an avg. of 5.2%

(compared with Rs 1.8 lakh crore in Q3) and FX swaps (US$ 10bn in Feb & March in the recent five trading

2026). The improved liquidity conditions supported broad -based transmission, days, a fall of 113bps.

with the weighted average lend ing rate (WALR) on freshINR loans declining by 89

bps, during the Jan 2025 -Feb 2026. On the deposit side, the weighted average

domestic term deposit rate (WADTDR) declined by 97 bps for fresh deposits over

the same period. The RBI has reiterated its commitment to proactive and pre -

emptive liquidity management to ensure adequate system liquidity in line with the

productive needs of the economy.

1 Policy focus going forward: Q+& JM@veé 32/ ,%$< 67!1%$& ,6 &;3&$7&% 72
cautious and data-dependent, balancing emerging inflationary pressures with
resilient growth dynamics. Headline inflation is projected to rise towards 5% in
H2FY27 and remain elevated at 4.6% in FY28, while growth is expected to stay
buoyant at 7.1% in H2FY27 before moderating to 6.6% in FY28. Amid lingering
uncertainty, risks to inflation have strengthened further in FY27; while inflation is
likely to remain within the target band of 4% (+/- 2%), episodic spikes and the
possibility of elevated inflation expectations could tilt the RBI towards a rate hike
in the current fiscal. That said, the ongoing West Asia tensions and their
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implications for growth dynamics will need to be closely monitored. At the same
time, given the structurally high credit hdeposit ratio (83% as of Mar 2026) and
elevated bond vyields, the RBI is likely to continue prioritising effective
transmission through proactive and durable liquidity management.

Table 14: Current policy rates

Q+& 32/ ,%< 5&32 5!'7& :!6 81!1,0286/ < .&37 81$%+!'1(&% ! 7
Repo Rate 5.50% 5.25% 5.25% 5.25%
Standing Deposit Facility (SDF)* 5.25% 5.00% 5.00% 5.00%
Marginal Standing Facility (MSF) 5.75% 5.50% 5.50% 5.50%
Bank Rate 5.75% 5.50% 5.50% 5.50%
Cash Reserve Ratio (CRR) 3.00% 3.00% 3.00% 3.00%

Source: RBI, NSE EPR. * Introduced in April 2022 policy as the new floor of the LAF corridor.

Figure 11: Movement in key policy rates
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Source: CMIE Economic Outlook, NSE EPR.

Figure 12: Movement in real interest rates
%
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Figure 13:J M@ 0&O0#&56v 927, 1( 3! 77&51
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Source: RBI, NSE EPR.

Figure 14:K &7 [ &1 %, 1( 81 %&5 O?Fv6 | ,48, %, 7< >%-8670&17 C!$,/,7
Average systemic liquidity surplus rose to Rs 1.6 lakh crore in Q4, up from Rs 1.1 lakh crore in Q3FY26 driven by
significant liquidity infusion through OMO purchases amounting to Rs 4.6 lakh crore during the quarter and FX swaps

(US$ 10bn in Feb & March 2026).

Rs lakh crore Net lending under RBI's Liquidity adjustment facility

[ Outstanding amount under reverse repo operations

mmmm Outstanding amount under repo operations Figure greater than zero

Net lending under LAF indicates deficit liquidity  in the
system

Figure less than zero indicates
-6 surplus liquidity in the system

-8
-10
-12

Apr-22 Jul-22 Oct-22 Jan-23 Apr-23 Jul-23 Oct-23 Jan-24 Apr-24 Jul-24 Oct-24 Jan-25 Apr-25 Jul-25 Oct-25 Jan-26 Apr-26
Source: CMIE Economic Outlook, NSE EPR. Note: Data till 9 April 2026.
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Figure 15: Monetary easing supported by Open Market Operations
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Source: CMIE Economic Outlook, NSE EPR. Note: Data till 9 April 2026.

Figure 16: Monthly trend in weighted call money rate and average monthly banking liquidity
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Source: CMIE Economic Outlook, NSE EPR. Note: 1) Positive values indicate deficit, while negative values indicate surplus
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Figure 17: India vs. US policy rates and yield differential
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Figure 18:F1 %, ' v6 $21680&5 ,1'/!'7,21 75! -&%725< !1% O?Fv6 '25&
Headline inflation is estimated at 4.6% in FY27, with H1LFY27 at 4.2% and H2FY27 at 5%.
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Figure 19: Quarterly and annual inflation forecasts by RBI
RBI's Inflation projections
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Table 15: RBI baseline and scenario projections for FY27 and FY28

FY26 FY27 FY28
Baseline
Assumptions
Crude Oil (Indian Basket)-US$/bbl 85 75
0&6&59& ?!1.v6 ?2!6&/,1& M52-&$%$7, 2
CPlI inflation (YoY%) 1.9 4.6 4.6
Real GDP growth (YoY%) 7.6 6.9 6.6
Scenarios
Assumptions
Crude Qil (Indian Basket)-US$/bbl 95 85
0&6&59& ?!1.v6 P$&1!5,2 M52-&$%$7, 2
CPl inflation (YoY%) 1.9* 5 5.1
Real GDP growth (YoY%) 7.6** 6.7 6.4

Source: RBI Monetary Policy Report April 2026. Note: 1) *CPI Inflation for FY26 corresponds to April 2025 -Feb 2026. 2) *GDP estimates for FY26 are CSO's second
advance estimates as per new base year 2022-23

Figure 22: Change in policy, lending and deposit rate during the current policy rate cycle
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Figure 23: Current rate cut cycle associated with rising C  -D ratio
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Figure 24: Variation in policy rates across countries
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Source: CEIC, LSEG Workspace, NSE EPR. Notes: 1) For China, the loan prime rate for 1 year has been considered for computatio3) AUS = Australia, BRA = Brazil, CAN =
Canada, CHN= China, EU = European Union, IND= India, INDO=Indonesia, JAP= Japan, MEX=Megb, MAL=Malaysia, SA= South Africa, USA=United States of America,
VIE-=Vietham, UK=United Kingdom, NZ= New Zealand.
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Favourable base and strong industrial activity in February

%YoY

Table 16: India industrial production for February 2026 (%YoY)

Weight (%) Feb-26

Feb-25 FY26TD FY25TD

1P 5.2 5.1 2.7 4.1 4.1

Sector- Mining 14.4 3.1 4.3 1.6 0.9 3.2
based Manufacturing 77.6 6.0 5.3 2.8 51 4.1
indices Electricity 8.0 2.3 5.1 36 1.0 5.0
Primary Goods 34.0 18 3.1 2.8 1.1 3.9

Capital Goods 8.2 125 4.1 8.2 7.5 5.9

Intermediate Goods 17.2 7.7 6.3 1.0 5.8 4.3

gz‘z{;’:‘sed Infra/Construction Goods 123 11.2 14.6 6.8 10.2 6.5
Consumer Goods 28.2 2.8 15 0.2 2.4 2.4

Consumer Durables 12.8 7.3 7.2 3.7 5.9 8.1

Consumer non-durables 15.3 -0.6 -2.3 -2.1 -0.1 -1.3

Source: CMIE Economic Outlook, NSE EPR. Note: FYTD corresponds to AprFebruary.

Figure 25: Sub-industries wise break of manufacturing IIP growth rates (YoY%)
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Figure 26: India industrial production (3MMA)

60 —, Industrial production (3MMA, %YoYy 60
50 ~ 50
40 - 40
30 ~ 30
20 - 20
10 = 10
Feb 26: 5.23%
0 0
-10 LA B R LR | T T T -10
21 22 23 24 25
60 - Manufacturing BMMA, %YoY)
50 —
40
30
20
10
/\_ﬁ/\w Feb 26: 6%
0 V
-10 LI L R B R B R B |
21 22 23 24 25

Source: LSEGWorkspace, NSE EPR.

Figure 27: India industrial production use
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Figure 28: Long-term industrial production trend (12MMA)
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Figure 29: Monthly trends in Eight core industries and IIP growth (% YoY)
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Table 17: Sector -wise core sector growth for February 2026 (%YoY)

Weights Feb-26 Jan-26 Feb-25 FY26TD FY25TD
Eight-core sector 100.0 23 4.0 3.4 2.8 45
Coal 10.3 2.3 3.1 1.7 0.0 5.5
Crude oil 9.0 (5.2) (5.8) (5.2) (2.5) (2.3)
Natural gas 6.9 (5.0) (5.0) (6.0) (3.5) (0.1)
Refinery products 28.0 (1.0) - 0.8 (0.0) 3.1
Fertilizers 26 3.4 37 10.2 2.0 2.4
Steel 17.9 7.2 9.9 6.9 9.6 6.6
Cement 5.4 9.3 10.7 10.7 9.1 5.6
Electricity 19.9 0.5 3.8 3.6 0.7 5.0

Source: CMIE Economic Outlook, NSE EPR. FYTD corresponds to AprilFebruary.

Figure 30: Manufacturing PMI across countries
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Inflation inches up amid West Asia tensions

Figure 32: Trends in monthly headline inflation
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Source: CMIE Economic outlook, MOSPI, NSE EPR

Table 18: Component -wise Consumer Price Inflation in March 2026 (%YoY)

Weight (%)
CPI 34 3.2
Food & Beverages 36.75 3.7 3.4
Paan, tobacco and intoxicants 2.99 4.2 3.5
Clothing & Footwear 6.38 2.8 2.8
Housing, water, electricity, gas and other fuels 17.66 2.0 15
Furnishings, household equipment , routine household maintenance 4.47 1.4 1.4
Health 6.10 1.8 1.9
Transport 8.80 0.0 -0.1
Information and communication 3.61 0.3 0.2
Recreation, sport and culture 1.52 2.3 2.2
Education services 3.33 3.3 3.3
Restaurants and accommodation services 3.35 29 2.7
Personal care, social protection , miscellaneous goods & services 5.04 18.7 19.6
Core Inflation * 54.9 3.3 3.4

Source: CSO, NSE EPR; NotéHeadline inflation excluding food & beverages, pan, tobacco & intoxicants and electricity, gas & other fuels.
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Figure 33: Division -wise headline inflation
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Source: CMIE Economic outlook, MOSPI, NSE EPR; Notes: 1) F&B= Food and beverages; Paan+ = Paan, tobacco and intoxicants, C&F&lothing & Footwear, Housing+ =
Housing, water, electricity, gas and other fuels, Furnishings+ = Furnishings, household equipment and routine household maintenance, Recreation+ = Recreation, sport
and culture, Restaurants+ = Restaurants and accommodation services, Pers. care= Personal care, social protection and miscella neous goods and services

Figure 34: State -wise headline inflation in March 2026

24 out of 36 states/UTs have inflation below the all  -India level of 3.4%
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Source: CMIE States of India, MOSPI, NSE EPR; Notes: 1) TS= Telangana, AN= Andaman & Nicobar, KL= Kerala, PY= Puducherry, TNamil Nadu, RJ= Rajasthan, SK=
Sikkim, LD= Lakshadweep, KA= Karnataka, HP= Himachal Pradesh, AP= Andhra Pradesh, WB= West BengalND= India, MP= Madhya Pradesh, PB= Punjab, UP= Uttar
Pradesh, MH= Maharashtra, DN= Daman & Nagar Haveli & Daman & Diu, HR= Haryana, BR= Bihar, NL= Nagaland, CH= Chandigarh, GJ-uj@rat, DL= Delhi, UK=
Uttarakhand, JH= Jharkhand, GA= Goa, LA= Ladakh, ML= Mghalaya, CG= Chhattisgarh, TR= Tripura, AR= Arunachal Pradesh, AS= Assam, MZ= Mizoram, MA= Manipur
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Weight (%) Mar-26 Feb-26 }
WPI 3.9 2.1 2.2 0.7 2.3
Primary articles 22.6 6.4 3.3 1.3 -1.1 5.2
Food articles 15.3 1.9 2.2 1.8 -2.3 7.3
Non-food articles 4.1 11.5 8.8 1.6 4.6 -0.5
Minerals 0.8 3.2 111 10.8 6.7 5.4
Crude petroleum & natural gas 2.4 36.0 -2.6 -7.6 -5.2 -1.3
Fuel & power 13.2 11 -3.8 0.0 -2.9 -1.3
Coal 2.1 1.8 1.8 -0.1 0.8 -0.6
Mineral oils 8.0 3.5 -5.4 -1.6 -4.1 -1.7
Electricity 3.1 -6.0 -3.0 4.6 -1.8 -0.6
Manufactured products 64.2 3.4 2.9 3.2 2.3 1.7
Food group 24.4 1.8 1.8 4.9 -0.2 7.3
Source: CSO, CMIE Economic Outlook. NSE EPR.
Figure 35: Annual trend in headline inflation (% YoY)
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Figure 36: India wholesale price inflation (WPI)
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Figure 37: Annual trend in WPI (% YoY)
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Figure 38: Monthly movement in CPI, WPI inflation and Indian basket of crude oil prices

% Avg. crude oil price Indian basket {R}

20.00

15.00

10.00

5.00

(5.00)

(10.00)

Jul-21

Mar-21
May-21
Sep-21
Nov-21
Jan-22
Mar-22
May-22

Source: CMIE Economic outlook, MOSPI, NSE EPR

Jul-22

Sep-22

Nov-22

Jan-23

Mar-23
May-23

= \WPI headline (% YoY)

Jul-23
Sep-23

54/291

Nov-23

Jan-24

Mar-24

May-24

Jul-24
Sep-24

- CP| headline (% YoY)

WPI Headline : 3.9%
CPlHeadline: 3.4%

Nov-24
Jan-25
Mar-25
May-25
Jul-25
Sep-25

N

Nov-25

Jan-26

uUsbD

124.9

Mar-26

140

120

100

80

60

40

20



O NSE Market Pulse

April 2026 | Vol. 8, Issue 4

Trade: Record merchandise trade deficit as imports surged in FY26

Table20m F1%, ! v6é 0&5%$+! 1%, 6& 75! %& #! /1 1%$& '25 J!5%+ \ X\°

“Merchandise Exports Merchandise Imports Trade
Period . on-oi . balance
(UTSOgn) %Yoy Tsogegn) %YoY O('Ugg’f):; %YoY (ilrrggrtt; ) %YoY Go(lg S";'i’;')ts | S$ bn)
Mar-26 38.9 (7.4) 59.6 (6.5) 12.2 (35.9) 47.4 6.0 3.1 (31.6) (20.7)
Feb-26 36.6 (0.8) 63.7 25.0 13.0 9.1 50.7 29.9 7.4 218.5 (27.1)
Mar-25 42.0 0.8 63.7 11.8 19.0 16.3 44.7 16.3 4.5 192.1 (21.7)
FY26 441.8 0.9 775.0 7.6 173.9 (6.4) 601.0 12.4 72.0 24.1 (333.2)
FY25 437.7 0.1 720.5 6.2 185.8 3.9 534.7 7.0 58.0 27.4 (282.8)

Source: Ministry of Commerce, CMIE Economic Outlook. NSE EPR.

Figure39m J217+/ < 75&1%6 ,1 F1%, !v6 0&5%$+! 1%, 6& ,032576n &; 32
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Figure 40: Non-oil, non -gold imports Figure 41: Oil imports trend
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Figure 42: Oil imports vs. Brent crude oil prices trend
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Source: LSEGWorkspace, CMIE Economic Outlook, NSE EPR.
Figure 43: Monthly trend in monthly services exports, imports and net balance
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Source: CMIE Economic Outlook, NSE EPR.

Figure 44: Annual trend in merchandise trade
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Figure 45: Annual trend in services trade
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Figure 46: Annual trend in oil and non -oil exports
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Figure 47: Annual trend in oil imports and average crude oil prices
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Figure 48: Annual trend in non -oil, non -gold, non -silver imports

USS$ bn mmm Absolute YoY% {R %
600 o (R} 50
517
473 40
500 466 449
402 30
400
337
30 313 20
300 268 276
221 10
200
0
100 -10
. -20

FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26
Source: CMIE Economic Outlook, NSE EPR

Figure 49: Annual trend in merchandise and services exports
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Figure 50: Forex reserves and import cover (months)
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Union finances: Fiscal deficit recorded at 80.4 % of revised estimates

Figure 51Im @& 175&v6 (5266 ', 6%! Figure 52: Gross fiscal deficit as % of budget targets
India fiscal balances (Rs bn) during April -February
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Source: LSEG Workspace, CMIE Economic Outlook, CGA, NSE EPR.
Figure 53m @& 175&v 6 (5266 ', Table2l:Fiscal Balance Snapshot
Fiscal deficit trend (% of GDP) Rs crore FY26RE EY27BE % YoY
10.0 .
9.0 Net tax rev 25.0 26.7 7.0 28.7 7.2
8.0 6.7 Non-tax rev 5.4 6.7 24.4 6.7 -0.2
6.6 6. 5 -
.0 Non-debt cap 0.4 06 531 12 849
6.0 4.9 rec.
5.0 ) Total receipts 30.8 34.1 10.7 36.5 7.2
4.0 353564 Revenue Exp 36.0 38.7 7.4 413 6.6
22 Capital Exp 10.5 11.0 4.2 12.2 115
l.O Total exp. 46.5 49.6 6.7 53.5 7.7
0.0 Fiscal deficit 15.7 15.6 -1.0 17.0 8.8
> > > >. > > >. > > >. > > > > >- > O ~ GDP 330.7 357.1 8.0 393.0 10.0
bobobboboodbobbbaddidgy
[fRTR % of GDP 4.8 4.4 4.3

Source: CMIE Economic Outlook, CGA, NSE. BE = Budget Estimates, PA = Provisional actuals; Note: 1) % YoY growth in FVBE is over the revised estimates of FY26 2)
Total receipts in the above table include net tax revenue, non -tax revenue and non-debt capital receipts and excludes debt receipts. 3) The GDP figures have been sourced
from the Union Budget and are based on the previous GDP series (base year 2011-12)

Figure 54: Direct tax collections during Apr -Feb Figure 55: Indirect tax collections during Apr  -Feb
Rs lakh cr Direct tax collections trend % Rscr Indirect tax collections trend %
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Source: CMIE Economic Outlook, CGA, NSE EPR. Source: CMIE Economic Outlook, CGA, NSE EPR.
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]

Figure 56: Year average of monthly collections Figure 57: GST collections trend
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Source: CMIE Economic Outlook, CGA, PIB, NSE EPR. Source: CMIE Economic Outlook, NSE EPR.

Figure 58: Revenue and capital exp during Apr -Feb Figure 59: Expenditure mix during Apr -Feb
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Table 22: A snapshot of government finances (April -February FY26)

Apr-February
(FY25)

Apr-February (FY26) Utilisation rate

Rs lakh crore

Rs lakh
crore

11IMFY25

11IMFY26

Net tax revenues 20.2 21.5 6.4% 78.8% 80.2%
Gross tax revenues 32.0 34.2 6.7% 83.2% 83.9%
Of which:

Direct Tax 17.6 18.6 5.9% 78.6% 76.9%
Corporation tax 7.7 8.6 12.4% 78.3% 77.8%
Income tax 9.9 10.0 0.9% 78.9% 76.2%

Indirect Tax 145 15.6 7.7% 89.4% 94.0%
Goods and service tax 9.3 9.8 5.1% 88.0% 93.9%
Custom Duties 2.0 24 18.0% 87.1% 93.5%
Excise Duties 25 2.8 11.3% 82.0% 82.8%
States Share -11.8 -12.7 7.3% 91.7% 90.9%

Transferred to NCCD -0.1 -0.1 -1.7% 83.9% 78.1%

Non-Tax Revenue 4.9 5.8 17.8% 92.9% 87.0%
Dividends and profits 3.0 3.9 30.7% 103.7% 104.4%
Other non-tax revenues 1.9 1.9 -2.2% 94.4% 75.6%

Total revenue receipts 25.1 27.3 8.7% 81.2% 81.6%

Non-Debt Capital Receipts 0.4 0.7 75.4% 63.3% 102.4%
Recovery of Loans 0.2 0.2 -0.3% 83.3% 71.5%
Misc. Receipts (include divestment) 0.2 0.4 47.6% 129.9%

Total Receipts 255 27.9 9.6% 80.9% 82.0%

Revenue Expenditure 30.8 31.2 1.1% 83.3% 80.5%

Interest Payments 9.5 10.7 11.8% 83.7% 83.6%

Major subsidies 3.6 3.9 7.3% 84.8% 83.0%
Food 1.9 1.9 3.6% 94.3% 84.5%
Fertilizer 1.7 19 13.4% 96.7% 100.8%

Petroleum 0.1 0.1 -20.4% 75.4% 58.4%

Other revenue expenditure 17.7 16.6 -6.0% 82.8% 78.1%

Capital Expenditure 8.1 9.3 14.5% 79.7% 84.8%

Total Expenditure 38.9 40.4 3.9% 82.5% 81.5%

Fiscal Deficit 135 125 -7.0% 85.8% 80.4%

Source: CMIE Economic Outlook, CGA, Budget Documents, NSE EPR.
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Table 23: A snapshot of Government finances in financial year 2025  -27
FY25 FY26 FY27

BE RE 2] % YoY

Rsc'ri‘:z % YoY (Rs lakh (Rs lakh % chg. f’OS"E G over

: crore) crore) ; crore) FY26RE

Central govt. net tax revenue 25.0 7.4 28.4 26.7 7.0 (5.7) 28.7 7.2

Gross tax revenues 38.0 9.5 42.7 40.8 7.4 (4.5) 44.0 8.0
Of which:

Direct Tax 22.2 13.6 25.2 24.2 9.0 (3.9) 27.0 11.4
Corporation tax 9.9 8.3 10.8 111 12.4 25 12.3 11.0
Income tax 12.4 18.2 14.4 13.1 6.2 (8.8) 14.7 11.7

Indirect Tax 15.7 4.3 175 16.6 5.2 (5.3) 17.1 3.0
Goods and service tax 10.3 7.3 11.8 10.5 1.9 (11.2) 10.2 (2.6)
Custom Duties 2.3 0.0 2.4 2.6 10.8 7.6 2.7 5.0
Excise Duties 3.0 .7 3.2 3.4 12.1 6.2 3.9 15.6

States Share (12.9) 13.9 (14.2) (13.9) 8.2 (2.1) (15.3) 9.6

Transferred to NCCD (0.2) 7.8 (0.1) (0.1) 7.2 (2.3) (0.12) 7.6

Non-Tax Revenue 5.4 33.5 5.8 6.7 24.4 14.5 6.7 (0.2)
Dividends and profits 3.1 80.5 3.3 3.8 21.8 15.6 3.9 4.1

Central govt. revenue receipts 304 11.3 34.2 334 10.1 (2.3) 353 5.7
Non-Debt Capital Receipts 0.4 (30.0) 0.8 0.6 53.1 (15.8) 1.2 84.9

Divestment proceeds 0.2 (48.1) 0.5 0.3 96.7 (28.0) 0.8 136.4
Total Receipts 30.8 10.4 35.0 34.1 10.7 (2.6) 36.5 7.2
Revenue Expenditure 36.0 3.1 394 38.7 7.4 (1.9) 41.3 6.6

Interest Payments 11.2 4.9 12.8 12.7 14.2 (0.2) 14.0 10.2

Subsidy outgo 4.2 (2.8) 4.3 4.7 11.1 10.2 45 3.1)
Capital Expenditure 10.5 10.8 11.2 11.0 4.2 (2.3) 12.2 11.5
Total Expenditure 46.5 4.7 50.7 49.6 6.7 (2.0) 53.5 7.7
Fiscal Deficit 15.7 48 15.7 (15.6) (1.0) (0.7) 17.0 8.8
Fiscal Deficit/GDP 4.8 4.4 (4.4) 4.3

Source: Budget Documents, NSE EPRBE: Budget Estimates; RE: Revised Estimates; A = Actual. Notes: 1)Total receipts in the above table include net tax revenue, non -
tax revenue and non-debt capital receipts and excludes debt receipts. 2) The GDP figures have been sourced from the Union Budget and are based on the previous GDP
series (base year 2011-12)
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Bank credit growth stays robust; Credit -Deposit ratio at record highs

Figure 60: Outstanding bank credit and deposit
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Figure 61: Growth in bank credit across key heads
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Figure 62: Size-wise growth in industrial bank credit Figure 63: Credit growth in key industrial segments
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Figure 64: Growth in bank credit across segments of Figure 65: Growth in bank credit across segments of
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Figure 66: Growth rate in loans against gold jewellery
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Figure 67: Trends in bank credit and deposit growth Figure 68: Growth in demand and time deposits
YoY% Total Deposits Total Credit YoY% Demand deposits Time deposits
25 35
30
20
25
15 20
15
10
10
5 5
0
0 Mar-21 Mar-22 Mar-23 Mar-24 Mar-25 Mar-26
Mar-21 Mar-22 Mar-23 Mar-24 Mar-25 Mar-26
P285%$&m @JFB B$2120,$% L87/22.n O?Fn KPB "B02Ofom te\Wekkly Statistdl Statenént of RBS (tesy)\ ~ ! 6 2' J! 5%+ |
Figure 69: Credit -Deposit ratio (%)
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Figure 70: Issued and outstanding amount of Certificate of Deposits
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Global snippets: Elevated global uncertainty driven by geopolitical risks

Figure 71: Geopolitical Risk Index
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Figure 72: Monthly trends in US economic policy Figure 73: Monthly trends in US trade policy
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Source: Baker, S. R., Bloom, N., & Davis, S. J. (2016)Measuring economic policy uncertainty. The Quarterly Journal of Economics, 131(4), 1593 h1636

Table 24: Region-wise growth forecast by IMF and OECD

Growth outlook IMF projections Difference from Jan 2026 (pp) OECD projections
% 2026 2027 2026 2027 2026 2027
World 3.4 3.1 3.2 -0.2 0.0 2.9 3.0
Advanced Eco 1.9 1.8 1.7 0.0 0.0 NA NA
USA 21 2.3 21 -0.1 0.1 2.0 1.7
Euro Area 1.4 1.1 1.2 -0.2 -0.2 0.8 1.2
Germany 0.2 0.8 12 -0.3 -0.3 0.8 15
France 0.9 0.9 0.9 -0.1 -0.3 0.8 1.0
Japan 12 0.7 0.6 0.0 0.0 0.9 0.9
UK 1.3 0.8 1.3 -0.5 -0.2 0.7 1.3
Canada 17 15 19 -0.1 0.0 1.2 1.7
EMDE 4.4 3.9 4.2 -0.3 0.1 NA NA
China 5.0 4.4 4.0 -0.1 0.0 4.4 4.3
India 7.6 6.5 6.5 0.1 0.1 6.1 6.4
Russia 1.0 11 11 0.3 0.1 0.6 0.8
Brazil 2.3 1.9 2.0 0.3 -0.3 15 2.1

Source: IMF World Economic Outlook (April 2026), OECD, NSE EPR Notes: 1) NA= Not available
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Figure 74: Growth across major economies
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Figure 76: Policy rates across advanced economies
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Figure 78: Unemployment rates across major
developed economies
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Figure 75: Inflation across major economies
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Figure 77: Policy rates across emerging economies
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Figure 80: Trend in PMI manufacturing across countries
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Insights

The ledger of war: Quantifying the economic toll of violent conflict
A reckoning across centuries and continents

The costs of war have always been easier to lament than to measure. Ancient chroniclers recorded the burning of cities
but rarely tallied the severed trade routes or the abandoned fields left in war's wake. For centuries, the economic
consequences of conflict remained a shadow presencei acknowledged yet seldom subjected to systematic scrutiny.

Yet the essential insight has remained remarkably stable across the ages. Sun Tzu, writing in the sixth century BCE,
offered an enduring verdict: "There is no instance of a country having benefited from prolonged warfare." Carl von

Clausewitz later framed war not as an isolated act of violence but as an extension of political intercourse, its scale and
toll determined by the societies that wage it. John Maynard Keynes, surveying the aftermath of the First World War,

reached a similar conclusion: the prosper ity of the pre Avar order had rested on a fragile web of trade and credit, and
punitive measures against the defeated would ultimately impoverish everyone. Across centuries, the diagnosis has held

steadyi war's damage radiates outward, entangling all parties in its wake.

The studies featured in this Insights section trace how this ancient intuition has been transformed into rigorous

empirical inquiry. They move from foundational questions about post ZAvar recovery to the identification of specific
transmission channels, and further to an examination of the varied ways in which conflict leaves its mark on economies.
Finally, they extend to large Zcale efforts to aggregate the global economic footprint of war.

Key takeaways from the papers

0&6&!5%$+ 21 7+& &$2120,$ $216&48&1$&6 2' 9,2/&17 $21'/,8$7
488&67,216 5828752214 72 , %&17,' <,1( 63&$,A$ 75!160,66,21
58&$&17/<n 72 ! ((5&(!'7,1( $2676 7 ' (/2#!/ 6$!/ &k

1. Does war permanently cripple growth, or do economies rebound? h Organski
and Kugler (1977) introduced the "phoenix factor," showing that defeated nations
typically return to pre -war growth trajectories within 15 h20 years, challenging
assumptions of permanent scarring. Rasler and Thompson (1985) qualified this
finding by distinguishing global wars from interstate conflicts, demonstrating that
while output recovers, fiscal burdens i higher debt, taxes, and state spendingi
persist permanently without expanding the material base. Hirshleifer (1988)
provided theoretical micro foundations by modelling conflict as rational choice
between production and appropriation.

2. Through what channels does conflict affect economic performance? h Martin et
al. (2008) showed that bilateral trade openness reduces conflict probability while
multilateral openness increases it. Glick and Taylor (2010) used gravity models
spanning 140 years to find that war's collateral damage through lost trade may
match direct destruction. Schneider and Troeger (2006) examined daily stock
market data, finding that conflicts affected core Western financial markets only
intermittently. Conflict's international spillovers thus operate through trade and
financial channels, with severity depending on conflict scale and econ omic
integration.

3. How does war reshape domestic labour markets and productive capacity? h
Acemoglu et al. (2004) exploited variation in WWII mobili sation to show that
women's wartime labour force entry had lasting effects on wages and earnings
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inequality among men. Sever (2025) demonstrated that conflicts hinder R&D
activities, with high -tech industries experiencing persistent labour -productivity
declines. These studies reveal that conflict's domestic toll extends beyond physical
destruction to alter labour supply and innovative capacity.

What is the total global burden, and how is it distributed? h De Groot et al.
(2022) constructed a counterfactual model covering 190 countries over 1970 h
2014, accounting for conflict type, intensity, post -conflict dynamics, and spatial
spillovers. They estimate a net global loss of $9.7 trillion, or 12 percent of 2014
world GDP.Federle et al. (2026) assembled 150 years of data across 60 countries,
finding output falls by 20 percent in war sites within five years. Both underscore
that conflict costs are substantial and unevenly distributed.

These studies show that the economic consequences of violent conflict are neither uniform
nor inevitable, but shaped by recovery dynamics, transmission channels and institutional
context that extend far beyond war zones.

Papers in brief

1

Organski and Kugler (1977) i Q+ & w3 +2&1, ; " l-gar powex: Howt % 3267
major wars reshape the distribution of international power is examined using a
counterfactual growth framework in this paper. Contrary to the conventional view

that victory ensures lasting dominance, Organski and Kugler (1977) shows that

defeated nations, despite severe short -term losses, tend to recover rapidly and

return to their expected growth trajectories within 15 h20 yearsi a phenomenon
7&50&% 7+& w3+2&1, ; "1'$725kx F1 $2175!67n
relatively minor long-term deviations. The findings suggest that post -war recovery

is primarily driven by underlying economic growth dynamics rather than external

factors. The study demonstrates that war produces significant but temporary

disruptions, with long -term power distribution largely shaped by pre -war growth
trajectories.

, 11&56

Rasler and Thompson (1985) h War and economic growth: Transitory shocks,
not structural change h While warfare is widely recognized to disrupt economic
activity, its net impact on long -term national wealth has historically resisted clear
generalisation. Rasler and Thompson (1985) investigate how different types of
warfare have impacted the economic growth of five major powers i Great Britain,
France, the United States, Japan, and Germanyi since 1700. Addressing
conflicting findings in prior literature, the authors employ Box-Tiao time-series
intervention models to systematically evaluate long -term fluc tuations in real gross
national product (GNP) per capita. Their results show that conventional interstate
wars have no statistically significant effect on economic growth. In contrast, global
warsi systemic conflicts over world leadership i generate sharp, significant, and
predominantly negative shocks. Crucially, however, these effects are transitory:
despite extensive destruction, major economies display strong resilience, with
growth reverting to pre -war trajectories. The study thus demonstrates that while
global wars impose severe short-run disruptions, they do not fundamentally alter
the long-run growth path of major powers.

Hirshleifer (1988) i Conflict as an economic allocation mechanism:  The paper
develops a general-equilibrium framework in which rational agents allocate

70/291



QD NSE Market Pulse

April 2026 | Vol. 8, Issue 4

resources between productive activity and appropriative effort, treating conflict as
a systematic component of economic interaction rather than an external
disruption. Hirshleifer (1988) shows that income outcomes depend not only on
production but also on the strategic allocation of resources toward securing or
defending shares of output. Analysing Cournot, Stackelberg, and Threat-and-
Promise settings, the paper demonstrates that equilibr ium outcomes vary with the
structure of interaction and the nature of commitment. A key result is the
wé&4 &dtiegn&"' ' &%$7x ,1 $&57!,1 ,17&5,25 &48,/,#5,!n : +&5&
endowments may achieve similar final incomes. The study also highlights that
credible precommitment, rather than first -mover advantage, plays a central role in
shaping outcomes under hierarchical arrangements. Overall, the paper extends
economic analysis by integrating conflict into the allocation of resources and the
determination of income distribution.

1 Martin et al. (2008) i Trade and the opportunity cost of conflict: Role of
international trade in shaping the likelihood of military conflict is analysed by
embedding a bargaining framework within a trade model by the authors. Contrary
to the conventional view that trade uniformly promotes peace, the authors show
that it s effects depend on structure. Greater bilateral trade between two countries
reduces the probability of conflict by increasing the opportunity cost of disrupting
that relationship. In contrast, greater multilateral trade openness reduces bilateral
dependence, lowering the relative cost of conflict and increasing the probability of
localized disputes. Using data on militarized interstate disputes (1950 h2000),
Martin et al. (2008) finds strong evidence for these opposing effects, particularly
among geographically proximate countries. The study demonstrates that
globalisation does not eliminate conflict but redistributes it, reducing the risk of
large-scale conflicts while increasing the likelihood of bilateral ones.

I Glick and Taylor (2010)_i Economic Costs of War through Trade Disruption:  The
true economic cost of war is best understood through its impact on international
trade networks, which serve as a backbone of global economic activity. By
employing a long-run empirical framework, the study shows that conflicts lead to
a sharp contraction in bilateral trade between warring nations, alongside
measurable declines in trade involving neutral countries. These disruptions are not
temporary; rather, they persist well beyond the duration of conflict, reflecting
lasting damage to economic relat ionships, institutions, and market confidence. The
analysis further demonstrates that the resulting loss in trade translates into
significant welfare and income reductions, emphasizing that the indirect costs of
war can rival direct losses. Overall, the paper highlights that war undermines not
only domestic economic structures but also the broader system of global economic
interdependence, making trade disruption a key channel through which conflict
exerts long-term economic effects.

1 Schneider and Troeger (2006) i War, expectations, and financial markets:  The
paper examine how international conflict affects major stock markets and show
that market responses are shaped less by conflict itself than by how events change
investor expectations. Analysing daily movements in the CAC, FTSE, and Dow
Jones during 1990h2000 across the Gulf conflict, Israel hPalestine, and Ex-
Yugoslavia, the paper finds that severe and unexpected conflict generally weakens
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markets and raises volatility. At the same time, anticipated escalation can

sometimes trigger a short-/ , 9&% w: !5 5!/ [/ <x ' , 19&67256 ,17&535&7
uncertainty and pointing to a quicker resolution. The paper therefore concludes

that war is generally disruptive for financial markets, but its effect depends on

anticipation, credibility, and the extent to which events increase or reduce

uncertainty.

1 Acemogluetal. (2004) i War induced labour supply shocks and wage structure:
The paper examines how exogenous increases in female labour supply affected
wage structures in the United States using World War Il as a natural experiment.
Exploiting variation in male military mobili sation rates across states, the authors
identify a causal increase in female labour supply in high -mobili sation states. They
find that a 10% increase in female labour supply reduced female wages by 7 h8%
and male wages by 3h5%, indicating that male and female labour were imperfect
substitutes. The effects were strongest for middle -skill workers, as women were
closest substitutes for high school -educated men. The study shows that labour
supply shocks can significantly influence wage levels and relative wages,
highlighting the role of substitutability and general equilibrium effects in shaping
labour market outcomes.

1 Sever (2025) i Innovation disruption is the hidden cost of conflict. The paper
shows that the long -run economic damage from violent conflicts operates primarily
through the disruption of innovation and R&D activity. Using industry -level
evidence, it finds that conflicts significantly reduce productivity growth, with
disproportionately larger effects on R&D -intensive sectors. These losses are
persistent, as high-tech industries do not fully recover even after conflicts end,
indicating that forgone innovation has lasting consequences. By identifying this
channel, the study provides a causal explanation for sustained growth slowdowns
in conflict -affected economies and highlights the critical role of protecting
innovation systems for long -term development.

1 DeGrootetal. (2022) i Conflicts, spillovers and global economic loss:  The paper
asks what the total global macroeconomic cost of violent conflict has been since
1970. Using a panel of 190 countries spanning 1970 to 2014, the study constructs
a novel counterfactual analysis that simultaneously models the effects of civil,
interstate, and external conflict intensity on GDP growth while accounting for
post-conflict recovery dynamics and spatial spillovers onto neighbouring countries
up to 1,000 kilometres away. The central finding is that absent violent conflict since
1970, global GDP in 2014 would have been 12 percent higher, a net loss of $9.7
trillion. Civil wars constitute the largest share of these costs, with impacts
distributed unevenly: developing nations experience the highest absolute and
relative losses, while some ad vanced economies show economic gains associated
with high-intensity involvement in external conflicts, often linked to increased
activity in defence -related industries. The paper concludes that peace carries an
enormous, and unequally distributed, economic dividend and underscores the
need for rapid post-conflict reconstruction and regional approaches to mitigating
spillover effects.

1 Federle et al. (2026) i War as a global macroeconomic shock: The authors
quantify the worldwide economic ripple effects caused by interstate wars, noting
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that while direct exposure is rare, being adjacent to a war zone occurs more
frequently than experiencing a financial crisis. Utilizing a comprehensive dataset of
60 countries spanning 1870 to 2023, the study demonstrates that wars inflict
severe domestic devastation, driving an average 20% output decline and a 10
percentage-point inflation surge in the war -site economy. The study reveals that
these shocks are highly contagious across borders. Because war destroys capital
and significantly lowers productivi ty at the site, international trade flows collapse.
For nearby third countries, this trade disruption triggers an endogenous supply -
side contraction; if the war site represents 5% of global GDP, neighbours suffer a
5% drop in output and an 8 -percentage point rise in inflation. The findings establish
that geographic proximity and trade integration transmit war shocks
internationally, making conflict a persistent and systemic global supply -side
disturbance.
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The costs of major wars: The phoenix factor *
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Summary
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Traditional international relations theory assumes that war outcomes permanently reshape the balance of power.

Victory is treated as a durable gain, and defeat as structural decline. Organski and Kugler (1977) challenges this premise

by reframing the question: instead of comparing pre -war and post-war outcomes, they ask how countries would have

evolved in the absence of war. This shift introduces a counterfactual perspective. War is evaluated not by absolute
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alters long -run trajectories or merely displaces them temporarily.
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The paper establishes a methodological and conceptual shift in the study of war outcomes. Instead of measuring
absolute changes, it evaluates deviations from predicted trajectories derived from pre -war trends. This allows for a
causal interpretationofwarvé , 03! $7 21 1!'7,21!'/] 32: &5Kk

It also introduces a standardised metric -w< &! 56 /267 25 (!, 1&%xn :+,%$+ 750116/ ! 7
time equivalents. This makes outcomes comparable across countries of different sizes and growth rates, avoiding

! Organski, A. F., & Kugler, J. (1977). The costs of major wars: The phoenix factor. American Political Science Review, 71(4), 1347 -1366.
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distortions inherent in absolute measures. The paper demonstrates that war does not produce persistent divergence in
power. Instead, it generates temporary shocks followed by systematic convergence.

Q+&25&7, %!/ "510&:25.

The analysis is grounded in the concept of national power as a function of economic capacity. Rather than attempting

to measure power directly, the authors treat it as a function of observable resources that enable influence. The key
analytical step is the construction of a counterfactual growth path. For each country, a pre -war base period is used to
estimate its normal trajectory. This trajectory is then extrapolated forward, providing a benchmark against which actual

post-war performance can be compared. T! 5v6 &' "' &$7 ,6 %&' ,1&% !6 7+& %, 9&5(
projected path. This approach avoids the biases inherent in simple before hafter comparisons, which fail to account for
underlying growth dynamics.

Al 71 d 0&7+2%2/ 2( <
The empirical strategy relies on three core elements.

1. National power is proxied using Gross National Product (GNP):  The authors justify this choice by showing that
GNP captures both the size of the productive population and its productivity, effectively aggregating key
components of national capability into a single, observable measure.

2. The counterfactual trajectory is estimated using a logarithmic growth model: This choice reflects the
assumption of approximately constant growth rates over time. Linear models would imply declining growth rates as
economies expand, systematically underestimating long -term performance. The logarithmic specification therefore
provides a more accurate extrapolation of economic trends.

3. A&9,! 7,216 '520 7+& $2817&5"'!1$78!/ | gldisiskhehiewdedlly fahidlatingthed 2 w-
gap between actual and projected output into the equivalent time shift along the growth path. A loss of, for example,
\' X <&!'56 , 1%, $!'7&6 7+! 7 | $28175<v6 !1$78!/ 287 38carlies 255
under normal growth.

The analysis uses a 19-year pre-war base period and projects forward for 20 years, focusing on developed countries to
ensure measurement reliability.

0&68/ 76

The results show a clear asymmetry between short -term disruption and long -term convergence. Defeated nations
experience substantial immediate losses, often equivalent to decades of foregone growth. In contrast, winners and
neutral countries exhibit relativ ely small deviations from their projected paths.

However, this divergence does not persist. Over a period of roughly 15 h20 years, defeated nations display accelerated
5&%$29&5<n $219&5(,1( #!'$. 72:!'5% 7+&,5 $2817&5"'!1%$78!/ 751!
long-term distr ibution of power is primarily shaped by pre -war growth trends rather than war outcomes.

Implications

The findings imply that war is not an ideal instrument for achieving lasting shifts in international power. While it produces
large immediate disruptions, it does not fundamentally alter long -run trajectories for developed economies. As
emphasised in capability -based approaches to power, particularly by L 5 ( ! 1 6 . , and: later ogeprationali sed by
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P, 1(&5 &7,the distributign of pawer is primarily rooted in underlying economic capacity rather than episodic
conflict outcomes.

Therefore, war temporarily displaces countries from their growth paths but does not redefine those paths. This directly
challenges classical realist perspectives, such as those articulated by J 2 5 ( & 1 7 + | ,8vhich [treat military victory
as a mechanism for durable dominance in the international system. Instead, the results suggest that long -term power
is largely shaped by domestic economic structures, specifically productivity and population dynamics embedded in
aggregate output, rather by the outcomes of war.

Conclusion

Organski and Kugler (1977) %& 0216 75! 7&6 7+! 7 :+,/ & :156 ,0326&7880&H58&31!
21 7+& %, 675, #87,21 2' 32:&5 ,6 [/ ,0,7&%k K!7,216 7&1% 72
68((&67, 11 !B+17TH!3B&ET725, &6, V&Y ' x2/1& 072+45!&1 %&$5 7, 0& 287 $20&6Kk
6758%$785& 2' ,17&51!7,21!/ 32:&5 ,6 6+!3&% [/ &66 #< $21°'/,
1'1% %&9&/230&17k
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3 Hirshleifer, J. (1988). The analytics of continuing conflict. Synthese 76(2), 201-233.
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1. Symmetrical (Cournot) Equilibrium:  Simultaneous decision-0! . , 1 (o B! $+ 3! 57<v6 $+2, $&
27+&5vH6 %&$,6,21 7!.&1 !'6 (,9&1Kk

2. Asymmetrical (Stackelberg) Equilibrium: Sequential moves where one agent (the leader) moves first and the
other (the follower) responds.

] k Threat-and-Promise (TAP): A hierarchical structure based on precommitment, where one agent pre -commits to a
675!'7&(< 7+!'7 $21%,7,216 21 7+& 27+&5ve6 !!$7,216n $5&! 7,
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Several key findings emerge:

1. The Equalisation Paradox: In Cournot equilibria with interior solutions , despite initial resource disparities, the
agents devote equal absolute amount of resources to conflict, leading to equal levels of final achieved incomes.

2. Limited Role of First -Mover Advantage: The Stackelbergw' ,-®26%&5x 35272%$2/ <, &/ %6 816

often resembl ing those under simultaneous interaction similar to Cournot. The leader often ends up no better off
than the follower, and the solutions are frequently indeterminate.

3. The Role of Precommitment: Under TAP, outcomes depend on the ability to make credible commitments.
Precommitment can influence the allocation of effort and lead to outcomes that differ from those in non  -hierarchical
settings, bringing the parties closer to Pareto -efficient outcomes.

4. Possibility of Total Peace : Under ratio-based conflict, some level of appropriative effort always persists in
equilibrium and is advantageous, whereas under logistic forms, zero-conflict equilibria may arise , ' 7+& wO
&' ' &$7x 2' $20#!'7 T7T&$+12/2(< ,6 [2:Kk

These results illustrate how strategic interaction and technological assumptions jointly determine equilibrium
outcomes.
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Martin et al. (2008) analyses the relationship between trade and military conflict by embedding a bargaining model with
asymmetric information into a trade framework. War emerges from bargaining failure: private information generates
misaligned expectations, preventing mutual ly beneficial agreements. Trade enters this mechanism by altering the
payoff difference between peace and war. Crucially, the probability of conflict is non -linear in this payoff gap, increasing
sharply as the gap narrows. Bilateral trade widens this gap a nd stabilizes relations, while multilateral trade compresses
it by reducing bilateral dependence. The result is a structural paradox: trade simultaneously reduces and increases
conflict risk through different channels.
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The results confirm the existence of two opposing effects. Higher bilateral trade significantly reduces the probability of
conflict, consistent with increased opportunity costs of war. At the same time, greater multilateral trade openness
increases the probability of bilateral conflict, reflecting reduced dependence on any single partner. These effects are
guantitatively large and most pronounced among geographically proximate countries, where the baseline probability of
disputes is highest. The findings also align with the observed shift toward more localised conflicts over time, as the
average distance between conflicting countries has declined.
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Collateral damage: Trade disruption and the economic impact of wa  r®

Reuven Glick and Alan M. Taylor (2010)

Summary

The paper conducts an extensive study on how military conflict affects bilateral trade, national income, and global
economic welfare. Utilizing a gravity model of international trade with a dataset extending from 1870 to 1997, the study
identifies two crit ical characteristics of war -related trade damage: persistence and a multilateral dimension. The
authors find that wars cause massive and long-lasting declines in trade between adversaries, while simultaneously
creating negative externalities for neutral th ird parties. Through a general equilibrium comparative statics exercise, the
paper concludes that the costs associated with lost trade can be as large as, or even double, the conventionally
measured direct costs of war, such as the loss of human capital an d military expenditure.

Introduction

The economic costs of war are often assessed in terms of direct losses, such as destruction of infrastructure, loss of

human life, and military expenditure. However, this perspective overlooks a crucial dimension i the disruption of
international economic li nkages, particularly trade. In a globally integrated economy, trade plays a vital role in resource

allocation, productivity, and growth, and any disruption to these networks can generate widespread and long -lasting
economic consequences that extend beyond the countries directly involved in conflict.

>(!,167 7+,6 #!$. %523n 7+& 3! 3&5 '2%$86 21 75! %& !'!'6 ! . &<
conflicts not only reduce trade between belligerent nations but also create broader spillover effects by increasing
uncertainty, disrupti ng supply chains, and altering global trade patterns. Using a long -run empirical approach, the study
guantifies the magnitude and persistence of trade disruptions, highlighting that these indirect costs are substantial and

often overlooked. By doing so, the paper provides a more comprehensive understanding of the true economic burden

of war, emphasizing that its impact extends beyond immediate destruction to the breakdown of global economic
interconnectedness.

Literature

The paper builds multiple strands of literature related to trade, conflict, and economic geography. At its foundation, the
study relies on the gravity model of trade, originally introduced Tinbergen (1962) and theoretically formalised by
Anderson (1979) and Bergstrand (1985) , with further refinements by Anderson and Wincoop (2003) and Helpman et al.
(2008), which provide deeper insights into trade costs and firm -level heterogeneity. Building on this framework, the
paper incorporates insights from the political economy of trade, including Rose (2004), Barbieri and Schneider (1999),
as well as Gowa (1994) and Mansfield and Bronson (1997), who examine how political relations and institutions shape
trade flows. The study further draws on the conflict hgrowth literature, particularly Collier (1999), along with Blomberg
and Hess (2006) and Murdoch and Sandler (2002), which document the persistent and spillover effects of conflict on
economic performance. In addition, it connects to the trade hgrowth and welfare literature, including Frankel and Romer
(1999) and Feyrer (2009), as well as foundational contributions by Krugman (1980) and Eaton and Kortum (2002),
which explain how trade influences productivity, speciali sation, and income. By integrating these strands, the paper
builds a comprehensive analytical framework that links conflict to economic outcomes through trade, while contributing

5 Glick, R., & Taylor, A. M. (2010). Collateral damage: Trade disruption and the economic impact of war. The Review of Economics and Statistics 92 (1),
102-127
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to the literature by providing robust empirical evidence that wars lead to large, persistent, and globally transmitted
declines in trade, thereby generating substantial welfare losses.

Despite these contributions, prior research has not fully quantified the magnitude and persistence of trade losses due
to war, particularly using long -run data and accounting for spillover effects on neutral countries. This paper fills that gap
by providing a systematic empirical evaluation of both direct and indirect trade disruptions, thereby extending the
literature on the economic consequences of conflict.

Methodology

The paper adopts an augmented gravity model of international trade to quantify the impact of war on bilateral trade
flows. The baseline specification models trade between country pairs as a function of economic size (GDP), geographic
distance, and other standard determinants such as shared borders, colonial ties, and common language. To capture the
effect of conflict, the model incorporates binary indicators of war participation, distinguishing between (i) trade between
countries directly engaged in war (be lligerents) and (ii) trade involving at least one belligerent country (capturing indirect
exposure).

A key methodological strength of the study lies in its use of country -pair fixed effects, which control for all time -invariant
bilateral characteristics, such as historical ties or geographic proximity, thereby isolating the impact of war from
structural d eterminants of trade. Additionally, year fixed effects are included to account for global shocks affecting trade
across all country pairs, such as economic cycles or technological changes in transportation. The model further
incorporates lagged conflict va riables, allowing the analysis to trace the persistence of war -induced trade disruptions
beyond the immediate conflict period.

To address potential endogeneity concernsi particularly the possibility that declining trade may itself increase the

likelihood of conflict i the paper relies on within -pair variation over time and conducts robustness checks using
alternative specifications. These include varying the definition of conflict, excluding major wars, and testing different

estimation techniques (such as Poisson pseudo -maximum likelihood), ensuring that the findings are not driven by model
specification or sample selection. Overall, the empirical strategy provides a credible causal framework for identifying

the direct and indirect effects of war on trade.

Data source

The analysis is based on a comprehensive panel dataset of bilateral trade flows spanning more than a century (1870 h
1997), covering a large set of countries and enabling the study of multiple major conflicts, including World War | and
World War 1. Trade data are compiled from historical sources and international databases, capturing the value of
exports between country pairs over time. This long -run dataset allows the paper to examine both short -term disruptions
and long-term recovery patterns associated wi th war.

Information on conflicts is drawn from established historical datasets on international wars, which identify periods
during which countries are actively engaged in military conflict. These data are used to construct variables indicating
whether two countri es are at war each year, as well as measures of indirect exposure for countries trading with
belligerents. In addition to trade and conflict variables, the dataset includes standard gravity model controls such as
GDP, population, distance, and indicators of historical and institutional ties. The richness and temporal depth of the
dataset enable the authors to conduct a granular analysis of trade dynamics across different conflict episodes, while
also ensuring robustness across different time periods and cou ntry samples.
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Key findings

The empirical results provide strong evidence that war has large, immediate, and highly persistent negative effects on
international trade. Bilateral trade between countries directly involved in conflict declines dramatically i by
approximately 80 h90% during wartime i indicating a near-collapse of economic exchange between belligerents. This
reflects multiple disruptions, including physical destruction of infrastructure, trade embargoes, increased transaction
costs, and breakdowns in political and economic rela tions.

A particularly important finding is the persistence of trade disruption. Even after the end of conflict, trade flows do not
return quickly to pre -war levels. Instead, recovery is gradual and can take up to a decade, suggesting that wars cause
long-lasting damage to trade networks, institutions, and trust between countries. This persistence implies that the
economic costs of war extend well beyond the duration of active conflict. The study also uncovers significant indirect
(spillover) effects on neutral cou ntries. Trade between belligerents and non -participating countries declines by
approximately 5 h12%, demonstrating that the economic consequences of war are transmitted through global trade
networks. These spillovers arise due to increased uncertainty, disr uptions in supply chains, and shifts in global trade
patterns.

At the global level, the analysis shows that major conflicts such as World War | and World War 1l led to substantial
contractions in world trade, with declines of up to 15 h20% in global trade volumes. These findings highlight the
systemic nature of trade d isruption, where shocks originating from conflict zones propagate across the international
economy. Finally, by linking trade reductions to income through established empirical relationships, the paper
demonstrates that the welfare losses associated with t rade disruption are economically significant and comparable to
direct wartime losses. This underscores the importance of considering indirect channels when evaluating the total
economic cost of war. Overall, the findings establish that war not only destroy s resources directly but also undermines
the global economic networks that sustain long -term growth, leading to deep and persistent economic consequences.

Conclusion

The paper concludes that the economic impact of war extends far beyond immediate physical and human losses,
operating through the severe and persistent disruption of international trade. By providing robust empirical evidence, it
demonstrates that wars lea d to sharp declines in trade flows, with effects that are both long -lasting and globally
transmitted. These disruptions not only affect belligerent countries but also impose significant costs on neutral
economies, highlighting the interconnected nature of the global economic system.

L9&5!// n 7+& 678%< '81% 0&17!'// < 5&6+! 3&6 7+& 81%&567! 1%,
through trade collapse are as significant as direct costs. It emphasizes that war undermines not only domestic economic

activity but also th e broader network of international economic relationships that support long -term growth.
Consequently, the true cost of conflict lies not only in what is destroyed during war, but also in the economic
opportunities, trade linkages, and growth potential tha t are lost over time.
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War and the world economy®

Schneider and Troeger (2006)

Summary

Schneider and Troeger (2006) examine how international conflict affects major financial markets, asking whether war -
related events are uniformly disruptive or whether investor responses depend on how such events alter expectations
about the future course of a crisis. Using daily data for the CAC, FTSE, and Dow Jones over 199®2000, the paper
studies market reactions to political developments in three conflict theatres: Iraq and the U.S. -led alliance, Israel h
Palestine, and Ex-Yugoslavia. The central argument is that markets respond not simply to conflict itself, but to the
severity of events and to whether those events were anticipated. On balance, the evidence suggests that conflict is
generally negative for markets when it is severe or unexpected, but in certain cases an escalation ca n trigger a short-
lived rally if investors interpret it as reducing uncertainty and increasing the likelihood of a quicker resolution.

Int roduction

A large body of work shows that war carries substantial economic and social costs, yet financial markets do not always

react to conflict escalation in a uniformly adverse manner. In some instances, markets fall sharply when tensions rise;

in others, they recover or even rally once military action begins. The authors argue that this divergence cannot be
81%&56722% 7+528(+ ! 6,03/& w:!5 6 #! % '25 0!5. &76x '5!C
about alternative scenarios i prolonged conflict, limited confrontation, negotiated settlement, or decisive intervention i

and asset prices reflect those shifting probabilities.

This leads the study to refine the standard liberal proposition that markets automatically punish war because war
disrupts mutually beneficial exchange. The authors retain the broader intuition that conflict is economically costly, but
they argue that the sign and intensity of market responses depend on how investors interpret a given political
development relative to what they had already priced in. In that sense, the paper is less about war in the abstract and
more about how information, uncertainty, and expectations shape the transmission of geopolitical shocks into financial
markets.

Literature

The paper is situated within the literature on war, trade, and economic disruption, but argues that trade flows alone are

not sufficient to capture the immediate economic effects of conflict. Earlier debates between Barbieri and Levy (1999,
2001, 2003) and Anderton and Carter (2001, 2003) focused on whether war materially disrupts trade among
#&1 /1, (&5&176k P$+1&, &5 ! 1% Q52&( &5 127& 7+!'7 75! %& , 6 !
often adjust gradually and may therefore understate the short -run impact of geopolitical shocks. Financial markets, by
contrast, incorporate new information more rapidly and are therefore better suited to assessing the immediate
economic transmission of war -related events. This argument is also consistent with Li and Sacko (2002), who show that

the economic consequences of militari sed disputes depend in part on whether such events are anticipated.

The literature further shows that financial -market responses to conflict are significant but not uniform across episodes,
sectors, or regions. Studies of earlier wars, including Holsti and North (1966) , Russett and Hanson (1975), Frey and
Kucher (2000), and Chappell and Eldridge (2000), find that major war events were reflected in asset prices, although

sP$+1&, %&5n Dkn d Q52&(&5n Sk Bk o\ XX ¥k T!5 11% 7+& :G2B/5%!&S$2120@2m ' F7 5
X% _¥nh M\ K
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the direction and intensity of responses varied across phases of conflict. Other contributions highlight sectoral
asymmetry: Fleischer and Buccola (2002) and Neumayer (2004) show that tourism is especially vulnerable to terrorism
and political violence, while Brandes (1997) points to the possibility that military -linked sectors may benefit during
periods of rising tension. In the context of Iragq, Rigobon and Sack (2003) and Leigh et al.(2003) show that war risk
affected equity prices, bond yields, spreads, oil prices, and the US dollar. Drawing on this literature, Schneider and
Troeger develop a more nuanced position: conflict is generally disruptive, but its financial -market impact depends on
anticipation, credibility, severity, and the extent of sectoral or geographic exposure.

Contribution

The paper makes three key conceptual contributions to the literature on war and financial markets. These contributions
are important because they move the discussion beyond the conventional view that conflict affects markets in a
uniformly negative manner and instead show that market responses depend on expectations, uncertainty, and the
nature of the shock.

91 First, refinement of commercial liberalism through rational expectations: Q+& 3! 3&5v6 35,0!5:
contribution is to refine the commercial liberal view of conflict by embedding it within a rational expectations
framework. Instead of assuming that conflictive developments are always negative for markets and cooperative
developments are always supportive, Schneider and Troeger (2006) argue that investors assess each event relative
to what had already been anticipated. Consequently, market responses depend not merely on whether an event is
escalatory or conciliatory, but on whether it increases or reduces the expected economic cost of the conflict.

1 Second, introduction of the concept of a conditional war rally: The paper also contributes to the conflict -economy
literature by introducing the idea that markets may, under certain conditions, respond positively to escalation. This
does not imply that war is beneficial for markets in any general sense. Rather, the au thors show that where the use
of force is anticipated, the principal actors are clearly identifiable, and escalation signals resolve or a faster
resolution of the conflict, investors may interp ret such developments as reducing uncertainty. In such cases, a
temporary market rally may emerge, making it an exception within the broader disruption thesis rather than a
challenge to it.

9 Third, extension of the analysis from market direction to market volatility: A further important contribution of
the paper is that it expands the study of war -related market effects beyond average price movements to include
volatility dynamics. The authors show that even when the effect of conflict on market returns is limited, mi  xed, or
context -specific, the impact on volatility is much clearer and more consistent. In particular, severe and negative
shocks are found to raise volatility disproportionately, thereby showing that geopolitical conflict affects financial
markets not only through price movements, but also through heightened uncertainty, instability, and risk repricing

Data & methodology

The empirical analysis combines daily stock market data with daily political -event data for the period from 2 February
1990 to 27 December 2000. The dependent variables are the daily movements of three major indices i the CAC (Paris),
FTSE (London), and DowJones Index (New York). The political dataset spans three major conflict theatres: the Gulf
crisis, the Israel hPalestine conflict, and the conflicts in Ex -Yugoslavia. These episodes were chosen because each
persisted over an extended period and carried wid er international relevance, with notable implications for global
political developments and major financial markets.

To code political developments, the paper uses the Goldstein transformation of the WEIS event scheme. Events are
assigned values ranging from highly conflictive to highly cooperative, and the authors construct separate daily measures
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for positive events, negative events, and exceptionally severe events. The analysis therefore distinguishes between
cooperation, conflict, and extreme shocks, rather than treating all political developments as homogeneous.

Methodologically, the paper employs asymmetric E -GARCH and TGARCH models. This choice is well suited to the
problem because daily financial data exhibit volatility clustering and non -constant variance. The authors first -difference
the stock-market series after unit -root testing and reject cointegration as the preferred approach. They then estimate
both mean and variance equations, allowing them to test not only whether conflictive and cooperative events move
markets, but also whether negative shocks raise volatility more than positive shocks. Lag structure is also incorporated:
the European indices respond with a one -day lag, while the Dow is modelled contemporaneously, consistent with time -
zone differences and the timing of market trading.

Results

Q+& 3!3&5v6 ' ,1%, 1(6 68((&67 7+!7 ,17&51! 7,21/ $21'/,%7
varies across conflicts, markets, and the nature of the shock.

1 War rallies were limited and conflict -specific: The clearest evidence of a war rally is seen in the Gulf conflict,
where the Dow Jones responded positively to intensifying conflict. The authors interpret this as a case where
escalation was viewed as a sign of resolve that reduced uncertainty and increa sed the likelihood of a less costly
outcome than previously feared.

I This pattern was not uniform across all conflict theatres . Similar rally effects were not observed consistently in
Israel hPalestine or Ex-Yugoslavia. In these cases, escalation was more often associated with negative or mixed
market responses, particularly where events were fragmented, less predictable, or lacke d a clear strategic
direction.

1 Market responses differed across regions and event types: Cooperative developments in the Gulf supported the
B8523&!'1 , 1%, $&6n :+,/ & 7+& A2:v6 5&63216& : !HPraledtige ! 7,
cooperative events were generally viewed more favourably than conflictive ones, whereas in Ex -Yugoslavia some
cooperative developments were received cautiously, reflecting doubts over their credibility.

1 The strongest and most consistent result comes from volatility analysis: Across all three indices, negative shocks
had a much larger impact on volatility than positive shocks. This asymmetry was robust across both E -GARCH and
T-GARCH models, showing that conflictive events raised uncertainty more strongly than cooperative even ts reduced
it.

1 Volatility effects were clearer than average return effects: Even where the impact on returns was mixed or

modest, the effect on market volatility was strong and consistent. This suggests that geopolitical shocks may not
always produce a sharp fall in prices, but they do tend to make markets more fragile, uncertain , and risk sensitive.

1 Event-level evidence reinforces this interpretation  : Major negative events identified in the paper were associated
with broad market declines. By contrast, the launch of Operation Desert Storm generated gains across all three
markets, indicating that anticipated military action could, in some cases, be int erpreted as uncertainty -reducing.

1 Overall, the findings show that markets respond not only to conflict itself, but to how that conflict alters
expectations : The same broad category of escalation can generate different market outcomes depending on
whether it is anticipated, how severe it is, and whether investors perceive it as intensifying risk or reducing
uncertainty.

Implications
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Women, war, and wages: The effect of female labour supply on the wage structure at
midcentury ’

Daron Acemoglu, David H. Autor and David Lyle (2004)

Summary

Acemoglu et al. (2004) examine how exogenous changes in female labour supply affected wage structures in the United
States during the mid -twentieth century. Using World War Il as a natural experiment, the authors exploit variation in
male military mobili sation rates across U.S. states to identify shifts in female labour supply that are plausibly
independent of contemporaneous labour demand conditions. The analysis finds that states with higher mobili sation
experienced a significant increase in female labour supply in the immediate postwar period. This increase led to a
decline in both female and male wages, with a larger effect on female wages. These results indicate that male and
female labour were imperfe ct substitutes in production. The paper also shows that the impact of female labour supply
varied across skill groups, with women being closer substitutes for men with a high school education. Overall, the study
provides credible causal evidence that exogenous labour supply shifts can influence wage structures and relative wages
across groups.

Introduction

The twentieth century witnessed a substantial rise in female labour force participation in the United States, rising from
18% in 1900 to 61% by 2001. However, identifying the causal effect of this increase in female labour supply on wage
structures has been challenging, as labour supply changes often coincide with shifts in both supply -side factors (e.qg.,
changing social roles, household technology) and demand-side factors (e.g., rising demand for female -oriented
services). This paper addresses this identification problem by focusing on World War 1l as a natural experiment. Large -
scale mobilisation of men (16 million) into military service created substantial labour shortages, which led to increased
participation of women in the workforce. Crucially, mobili sation rates varied significantly across states due to
demographic and institutional factors, generating exogenous variation in female labour supply. By exploiting this
variation, the authors isolate the impact of female labour supply on wages, providing a clearer understanding of how
demographic shocks affect labour market outcomes.

Literature

The paper builds on a body of research examining female labour force participation and wage determination. Goldin
(1991) documents the role of World War 1l in drawing women into the workforce and the extent to which participation
persisted into the postwar period. Mulligan (1998) emphasizes the importance of non -pecuniary factors, including social
norms, in shaping wartime labour supply decisions. Goldin and Margo (1992) ! 1! / <6 & 7+& wD5&! 7
highlighting changes in wage inequality during the 1940s. While these studies provide important historical and
descriptive insights, they do not isolate the causal effect of female labour supply on wages. This paper contr ibutes by
using cross-state variation in wartime mobili sation as an instrumental variable, to isolate supply -driven effects on wage
outcomes.

>$&02(/8n Akn >8725n Ak Ekn d 1</ &n Ak ©\ XX"A"¥k T20&1n :!57 0] %B$RAFBBR/KQ
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Contribution
The paper makes three main contributions:

1. Causal Identification: It identifies WWII mobili sation rates as an instrument for female labour supply, allowing for
credible estimation of supply effects on wages.

2. Substitutability Estimates: It provides empirical evidence that male and female labour are imperfect substitutes,
consistent with an elasticity of substitution of around 3.

3. Wage Structure Analysis: It shows that increases in female labour supply affect both overall wage levels and wage
differentials across skill groups, particularly for middle -skill workers.

Q+&25&7, %!/ "510&:25.

The authors employ a competitive labour market model featuring three factors: male labour (M ), female labour (F:), and
capital (K:). They model production using a nested constant elasticity of substitution (CES) framework, to analyse how
shifts in female employment affect wages under the assumption that capital and male labour supply are fixed in the
short run.

Key implications of the model include:
1. Anincrease in female labour supply reduces female wages due to downward -sloping labour demand.
2. The effect on male wages depends on the degree of substitutability between male and female labour.

3. If men and women are perfect substitutes, an increase in female supply reduces both wages identically; however
if they are imperfect substitutes, increases in female labour supply reduce both male and female wages, with a
/1'5(&5 &' "' &%$7 21 :20&1ve6 &!51,1(6k

4. Differences in substitutability across skill groups imply that wage inequality may change as labour composition
shifts.

This framework provides testable predictions linking exogenous labour supply shocks to wage outcomes.
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Results
The empirical findings are as follows:

1. Female Labour Supply Increased: States with higher wartime mobili sation experienced significantly higher female
labour supply in 1950, confirming the presence of a substantial supply shock. A 10 -percentage-point increase in a
state's mobili sation rate led to women working approximately 1.1 more weeks per year in 1950. These effects are
concentrated in the 1940 h1950 period and do not persist into the subsequent decade, indicating that they reflect
temporary adjustments associated with the wartime s hock.

2. Female Wages Declined: A 10% increase in female labour supply reduced female wages by approximately 7 h8%,
indicating a downward -sloping demand curve for female labour and implying a labor demand elasticity of -1.2 to -
1.5.

3. Male Wages Also Declined: Male wages declined by approximately 3 h5%, demonstrating that male and female
labour are imperfect substitutes rather than independent or perfectly interchangeable inputs.

4. Skill -Specific Substitution: Female labour was a closer substitute for men with intermediate levels of education
(high school graduates) than for those with either the lowest or highest education, leading to changes in relative
wages across skill groups.

Implications

The findings have several important implications for labour market analysis. The findings highlight how large -scale
demographic shocks, even when induced by temporary events like war, can reshape labour market outcomes beyond
immediate participation effect s. In particular, they show that changes in workforce composition can alter relative
earnings across groups when workers are not perfect substitutes. Because women competed most directly with middle -
skill men, their entry into the workforce contributed to changes in the male skill premium. This has broader relevance
for understanding how shifts in labour supply i such as migration, demographic transitions, or policy changes i can
influence wage structures and inequality. The analysis also underscores the import ance of considering general
equilibrium adjustments, as the impact of labour supply changes extends beyond the directly affected group. More
broadly, labour market outcomes reflect the interaction between supply conditions and the structure of production,
rather than supply changes alone.

Conclusion

Acemoglu et al. (2004) provide evidence that the military mobili sation for WWII contributed to a significant increase in
female participation during and immediately after World War 1l. By leveraging World War Il mobili sation as a natural
experiment, the paper offers credible causal evidence that increases in female labour supply reduce both female and
male wages, with differential effects across skill groups. The study concludes that the demand for female labour is
downward sloping and that at mid -century, women were most competitive with high school -educated men, thereby
influencing the broader economic rewards for education during that era. The study highlights the importance of labour
supply dynamics, substitutability between worker groups, and general equilibrium effects in understanding wage
determination. As such, it remains an important contribution to empirical labour economics and continues to inform
research on gender, labour markets, and income distribution.
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Conflicts and growth: The R&D channel 8

Can Sever (205)

Summary

The paper published by the International Monetary Fund, provides a rigorous empirical assessment of how violent
conflicts affect economic growth by identifying innovation disruption as a key transmission mechanism. Moving beyond
aggregate macro-level analysis, the study employs industry -level data to demonstrate that conflicts disproportionately
reduce productivity growth in R&D -intensive sectors, thereby generating persistent and long -term economic losses. By
integrating insights from conflict economics an d endogenous growth theory, the paper establishes that the adverse
effects of conflict are not limited to physical destruction or labour dislocation, but extend deeply into the erosion of
technological progress, ultimately constraining long -run economic development.

Introduction

Violent conflicts continue to pose significant economic and developmental challenges globally, with a large share of the
.25/ %v6 3238/ ! 7, 2 laffebtdbGegiéhs. While a dubsthrtidl body, ofsr&@search documents the negative
association betwe en conflict and economic growth, identifying a clear causal mechanism has remained challenging due
to issues such as reverse causality and omitted variable bias. This paper addresses this gap by proposing that innovation
and R&D serve as a critical channelthrough which conflicts impair economic performance. Given that R&D activities are
inherently sensitive to uncertainty, risk, and institutional instability, the study hypothesizes that industries reliant on
technological advancement are more vulnerable to conflict -related disruptions. By leveraging cross -industry variation
in technological intensity within countries, the paper develops a credible empirical strategy to isolate and quantify this
mechanism.

Literature

The study builds on and contributes to three interconnected strands of literature. First, the conflict -growth literature,
including seminal works by Collier (1999), Collier and Hoeffler (2004) , and Blattman and Miguel (2010) , establishes
7+!'7 $21'/,%$76 +!19& 3&56,67&17 1&(!'7,9& &' "'"&$%$76 21 ,1%$20&
in developing economies. Second, research by Cerra and Saxena (2008) and Abadie and Gardeazabal (2003) provides
empirical evidence of long -lasting output losses and regional economic decline following conflict episodes. Third, the
innovation-led growth literature, rooted in endogenous growth theory ( Romer, 1990; Aghion and Howitt 1992),
highlights the central role of R&D and technological progress in sustaining long -term economic growth.

More recent contributions, such as Aghion et al. (2016) and Bloom et al. (2009), emphasize how uncertainty and
institutional disruptions negatively affect innovation investment. Additionally,  Rajan and Zingales (1998) provide the
methodological foundation for identifying differential industry -level effects based on structural characteristics such as
financial dependence or technological intensity. Despite these advances, limited research explicitly connects conflict
with innovation as a transmission channel. This paper fills this gap by integrating these strands and providing micro -
level causal evidence that conflicts hinder growth through disruptions in R&D activity.

8 Sever, C. (2025). Conflicts and Growth: The R&D Channel.The World Bank Economic Review, |haf019.
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Methodology

The paper employs a difference -in-differences empirical framework inspired by Rajan and Zingales (1998), exploiting
variation in technological intensity across industries within the same country. The core specification examines whether
industries that are more dependent on R&D experience larger declines in productivity growth during periods of conflict.
The dependent variable is industry -level labor productivity growth, while the key explanatory variable is the interaction
between conflict incidence and industry -specific technological intensity.

To ensure robust identification, the model incorporates country -year fixed effects to control macroeconomic shocks,
industry -year fixed effects to account for global sectoral trends, and country -industry fixed effects to capture time -
invariant structural d ifferences. This multi -layered fixed effect structure ensures that the estimated effects are driven
by within -country, cross-industry variation, thereby minimizing concerns related to omitted variables and reverse
causality. The methodology thus provides a credible strategy for isolating the causal impact of conflict on innovation -
driven growth.

Data

The analysis utilizes a comprehensive panel dataset covering 114 countries over the period 1980 h2018, focusing on 2 -
digit manufacturing industries. Industry -level data, including value added and employment, are sourced from the
UNIDO database, allowing for the construction of labor productivity measures. Conflict data are obtained from the Major
Episodes of Political Violence (MEPV) database, capturing the incidence and intensity of intrastate conflicts.
Technological intensity is proxied using R&D intensit y measures derived from U.S. firm-level data (Compustat), ensuring
that the measure remains exogenous to country -specific conditions. Additional controls include industry characteristics
such as capital intensity, financial dependence, and trade exposure, as well as macroeconomic and institutional
variables at the country level. This rich dataset enables a nuanced analysis of how conflicts differentially affect
industries based on their reliance on innovation.

Conclusion

The paper concludes that the economic costs of conflict extend far beyond immediate physical and human capital
losses, operating through deeper structural channels such as the disruption of innovation and technological progress.
By identifying R&D as a central mechanism linking conflict to long -term growth decline, the study provides a more
comprehensive understanding of why conflict -affected economies often fail to recover fully even after hostilities cease.
The findings underscore the importance of safegu arding innovation systems, institutional stability, and knowledge
networks during periods of conflict to mitigate long -term economic damage. As such, the paper makes a significant
contribution to both the conflict literature and growth theory by establishi ng a clear and robust causal link between
conflict, innovation, and sustained productivity losses.
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The global economic burden of violent conflict °

Olaf J De Groot,Carlos Bozzoli, Anousheh Alamir, and Tilman Brick (2022)

Summary

De Groot et al. (2022) ask a question that prior research has addressed only in fragments: what has been the total global
macroeconomic cost of violent conflict since 19707 Earlier work has examined individual wars, specific countries, or
isolated transmission channelsi trade disruption, post-war recovery, or financial market reactions. This paper
distinguishes itself by integrating multiple dimensions into a single global accounting framework. It simultaneously
accounts for conflict type (civil, interstate, and external particip ation), intensity, post -conflict growth dynamics, and
spatial spillovers onto peaceful neighbours up to 1,000 kilometres away. Using a panel of 190 countries over 45 years,
the authors construct a counterfactual growth path for a world without conflict. T he headline finding is precise: global
GDP in 2014 would have been 12% higheri a net loss of $9.7 trillion. Crucially, the burden is not shared equally.
Developing economies, particularly in Asia, bear the heaviest absolute and relative costs, while many hi gh-income
nations in North America and Europe emerge as net economic beneficiaries from their external participation in foreign
wars. The study reframes peace as a foundational global public good with immense, and unevenly distributed, economic
value.

Introduction

Violent conflict is widely understood to be an economic and social burden. However, the aggregate, global scale of this
burdeni and crucially, its distribution among participants, hosts, and neighbours i has remained a significant knowledge
gap. Past research has often focused on individual countries or specific conflict episodes, making it difficult to assess
the total global welfare loss or to compare the cost of conflict with other global challenges like climate change.
Furthermore, the long -term effect aft er peace is achieved and the impact on nations not directly involved in fighting
have been points of contention. This study by De Groot et al. (2022) sets out to provide a comprehensive, global estimate
of the economic repercussions of violent conflict, accounting for the type of conflict, its intensity, its duration, and its
geographic reach.

Objective and scope

The primary objective is to quantify the aggregate global economic burden of violent conflict from 1970 to 2014. To
achieve this, the study pursues several specific goals:

1. Estimate the average effect of conflict intensity on yearly GDP growth, differentiating between civil, interstate, and
non-territorial (external participation) conflicts.

2. Determine the duration and nature of the post -conflict economic trajectory i whether growth remains depressed or
rebounds (the "phoenix effect").

3. Measure the economic spillover effects of conflicts on neighbouring countries up to 1,000 km away.

9 De Groot, O. J., Bozzoli, C., Alamir, A., & Bruck, T. (2022). The global economic burden of violent conflict. Journal of Peace Research 59(2), 259 -

276.
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4. Develop a methodology to calculate a counterfactual GDP growth rate and level for each country in the absence of
conflict, thereby estimating the total global GDP loss/gain attributable to violence.

The scope is global, covering a panel of 190 countries over a 45-year period (1970 -2014).

Literature

This paper is situated at the intersection of several established research streams. It builds upon the extensive literature
documenting the negative short -term impact of conflict on host -country growth (e.g., Collier, 1999 ; Bozzoliet al., 2010).
It directly engages with the debate on post -conflict recovery, referencing Organski & Kugler's (1977) "phoenix factor"
theory, which posits faster post -war growth, and contrasting it with evidence of prolonged economic stagnation (e.g.,
Kang & Meernik, 2005).

Crucially, the study extends the work on conflict spillovers, drawing on the spatial econometrics literature ( Anselin,
1988) and empirical analyses by Murdoch & Sandler (2002a, 2002b, 2004 ) and de Groot (2010), which demonstrate
that conflicts in one nation can depress growth in its neighbours through refugee flows, trade disruption, and increased
security costs. Finally, it contributes to the political economy literature on third -party intervention (e.g., Aydin, 2012;
Bove et al., 2016), which suggests that external state actors often intervene in foreign conflicts to advance their own
economic and geostrategic interests. By integrating these disparate strands into a single, unified global framework, the
study provides a more complete a nd nuanced understanding of conflict's economic footprint than previously possible.

Contribution
The paper makes several major contributions to the field of peace and conflict economics:

1. First Global Macroeconomic Estimate : It provides the first systematic, global calculation of the total GDP lost
to violent conflict over an extended period (1970 -2014), moving beyond case studies or regional analyses.

2. Novel Integration of Conflict Dimensions : The methodology simultaneously accounts for intensity, conflict
type (civil, interstate, external participation), post -conflict dynamics, and spatial spillovers, offering a holistic
view of conflict's economic impact.

3. Disaggregation of Winners and Losers : It uniquely quantifies the differential economic consequences for
various actorsi host countries, neighbours, and external participants. The analysis reveals that the economic
burden of conflict is not uniformly distributed: while some actors bear substan tial costs, others experience
offsetting economic effects associated with their role in the conflict.

4. Robust Counterfactual Methodology : The study develops and validates a robust panel estimation technique
(LSDV with extensive robustness checks) to construct a plausible counterfactual growth path, a significant
methodological advancement in a field where randomised experiments are impossible.

Theoretical framework

The analysis is grounded in a modified Solow growth model framework, adapted to incorporate the disruptive and
occasionally stimulative effects of conflict. The core theoretical construct posits that a conflict outbreak causes an
immediate decline in GDP growth relative to a peaceful counterfactual. Once peace is achieved, a post -conflict
adjustment period begins where growth may be depressed or, depending on conflict intensity, may rebound faster than
the counterfactual due to reconstruction and institutio nal reform (the "phoenix effect"). Eventually, the economy
converges toward its long-run trend. The total economic burden of conflict is defined as the accumulated difference
between the counterfactual and actual GDP paths over this entire period. The empi rical model tests these theoretical
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dynamics for each conflict type, explicitly controlling for fundamental growth determinants: investment in physical
capital, human capital (education), and labour force growth.

Data & methodology

The analysis integrates data from multiple sources. Conflict intensity and external participant identification are drawn
from the Major Episodes of Political Violence Project ( Marshall & Cole, 2014) and Gleditsch et al. (2002) , respectively.
GDP data are sourced primarily from the World Bank's World Development Indicators (2017) , supplemented by the
Penn World Table version 9.0 (Feenstra et al., 2015) for 18 countries not covered by the former. Investment and
population data are also obtained from the Penn World Table v.9.0. Educational attainment is measured using Hegre et
al. (2013), which captures the proportion of 20 h24-year-old males with some secondary schooling. Finally, the CShapes
dataset (Weidmann et al., 2010) provides the minimum distance measures used to construct the spatial contiguity
weights for the conflict spillover variables.

The study employs a panel of 190 countries from 1970 to 2014, using a country fixed -effects regression to estimate
the relationship between conflict intensity and annual GDP growth. The dependent variable is yearly aggregate GDP
growth, while the primary i ndependent variables capture the intensity of civil, interstate, and non -territorial (external)
conflicts on a 0h10 scale. Additional specifications incorporate lagged conflict terms to assess post -conflict growth
trajectories and a spatial contiguity meas ure to estimate spillover effects from conflicts within 1,000 km of a country's
borders. Standard Solow growth covariatesi lagged GDP, investment, education, and population growth i are included
as controls. The estimated coefficients are then used to constru ct counterfactual growth rates, stripping out conflict
effects to calculate the accumulated GDP gap attributable to violence.

Results & findings
The regression analysis and subsequent counterfactual simulation yielded several critical findings:

1. Host-Country Impact is Profoundly Negative:  An additional unit of civil or international conflict intensity reduces
a host country's yearly GDP growth by an average of 0.8-1.0%.

2. External Participants Can Benefit: A U-shaped relationship was found for external participation in foreign
conflicts. While low -intensity involvement tends to impose net economic costs, high -intensity participation i
through major troop deployments and industrial mobili sationi generates a Keynesian stimulus that boosts
domestic output and yields a net economic gain for the intervening country.

3. Post-Conflict Recovery is Nuanced: The study finds evidence for a "phoenix effect,” but it is conditional. Growth is
depressed following low -intensity civil wars but accelerated after intense ones, likely due to greater international
aid and reconstruction efforts. International conflicts s how a positive post-war growth effect for up to two years.

4. Spillovers Are a Major Drag on Growth: Civil and international conflicts in neighbouring countries (within 1,000
km) exert a significant negative influence on a peaceful nation's growth. Conversely, having a neighbour participate
externally in a conflict is economically beneficial, likely due t o increased trade and armament sales.

5. Global GDP 12% Lower in 2014: The counterfactual analysis estimates that in the absence of all violent conflict
since 1970, global GDP would have been $9.7 trillion higher in 2014, representing a 12.2% loss.

6. Asia Bears the Heaviest Burden: The largest absolute losses were concentrated in Asia, driven heavily by the costs
of civil conflict. China ($3.3 trillion), India ($1.6 trillion), and Iraq ($1.1 trillion) were among the most affected
economies.
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7. High-Income Countries Often Gain: The analysis indicates that the economic consequences of conflict are not
evenly shared. While many countries experience net losses, some external participants register net gains - a
divergence that modestly widens global economic disparities over the perio d studied.

Conclusion

De Groot et al. (2022) offer a detailed and wide -ranging estimate of the global economic toll of violent conflict. By

meticulously estimating the costs of war and the benefits of its absence over a 45 -year period, the study reveals a world
that is 12% poorer than it could have been. Crucially, it exposes the deeply uneven distribution of this burden:
developing nations, particularly in Asia, have paid the highest price in lost growth, while many wealthy nations have

economically gained from their military engagements abroad.

The research offers a powerful, data-driven argument for treating peace as a global public good of immense economic
value. It demonstrates that the "peace dividend" is not merely a political slogan but a tangible, multi -trillion -dollar
opportunity. The fin dings underscore the urgent need for international policies that not only prevent and resolve conflict
but also support rapid post -war recovery and shield innocent neighbours from the economic contagion of war. In a world
of competing global priorities, th is study makes clear that investing in peace is one of the most significant economic
growth strategies available.
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The price of war *°

Jonathan Federle, Andre Meier, Gernot J. Muller, Willi Mutschler, and Moritz Schularick (2029
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Literature

Federle et al. (2026) synthesize and significantly expand upon four distinct strands of economic literature to construct
their framework. First, they build on historical research examining the domestic macroeconomic impact of war,
including studies documenting inflationary pre ssures, capital destruction, and ambiguous growth effects (e.g., Harrison
1998 ; Davis and Weinstein 2002; Tooze 2006; Barro and Lee 1994; Chupilkin and Kéczan 2022). While this literature
largely focuses on domestic outcomes, the authors extend the analysis to incorporate systematic global spillovers.
Second, the study integrates findings from the literature on trade disruptions and international production networks
which emphasize how conflicts reduce bilateral trade and propagate shocks across economies. In particular, Glick and
Taylor (2010) document the collapse of trade during wartime, Qureshi (2013) highlights the spillover effects of
neighbouring conflicts on trade and capital flows, and Martin et al. (2008) examine the bidirectional relationship
between trade integration and conflict. This study builds on this strand by quantifying how trade linkages transmit war -
induced shocks at the global level.

10 Federle, J., Meier, A., Miiller, G. J., Mutschler, W., & Schularick, M. (2026). The price of war.American Economic Review 116 (3), 791-827.
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Third, the authors draw on spatial and geographic spillover literature, which identifies distance as a key determinant of
how conflict -related shocks diffuse across countries. Prior work in this area has largely focused on civil wars and
regional instabili ty (e.g., Murdoch and Sandler 2002), whereas Federle et al. (2026) extend this spatial framework to
the context of interstate wars, demonstrating similar distance -dependent effects at a global scale. Finally, the study
embeds its empirical findings within the structural open -economy macroeconomic literature on rare disas ters. Building
on Gourio (2012), who models disaster risk within business cycle dynamics, and Farhi and Gabaix (2016), who
incorporate rare disasters into international macroeconomic models, Federle et al. (2026) conceptualize war as a large
negative supply shock. These models emphasize the role of large, infrequent shocks in driving macroeconomic
fluctuations. Unlike prior work, however, the study explicitly quantifies cross -country spillovers at business -cycle
frequency and links them to well -defined structural transmission mechanisms within a multi -country framework.

Contribution
The study advances the understanding of geopolitical macroeconomics through four primary contributions:

1. Creation of a long -run war -macro dataset: The authors merge macroeconomic time series with granular battle -
level data, uniquely geolocating 224 war -site observations over 150 years based on modern borders, providing
unprecedented historical depth.

2. Quantification of global spillovers:  The study provides robust empirical estimates proving that the macroeconomic
spillovers of war propagate internationally, demonstrating that effects are directly proportional to both the
economic size of the war site relative to global GDP and geographic distance.

3. Identification of distance -dependent transmission: The authors demonstrate that spillovers decline sharply with
geographic distance. This proves that third countries and belligerents experience vastly different economic
outcomes based on their physical and trade proximity to the conflict, heavily mirrorin g gravity-type trade
relationships.

4. Integration of empirical and structural analysis: By incorporating their empirical findings into a calibrated multi -
country dynamic stochastic general equilibrium (DSGE) model, the authors theoretically map how physical
destruction and productivity losses trigger an endogenous supply -side contraction abr oad through the collapse of
trade networks.

Data & Methodology

The empirical analysis relies on a newly constructed, unbalanced panel dataset of 60 countries spanning from 1870 to
2023. The authors merge interstate war data from the Correlates of War (COW) project with macroeconomic time series
from the Jorda-Schularick-Taylor Macrohistory Database, the Long-Term Productivity Database, and bilateral trade
data. As COW does not identify precise war sites, the authors disaggregate wars to the battle level using the warfare
encyclopedia by Clodfelter (2017) , geolocating 1,625 battles and their associated casualties. They cross -checked these
locations systematically using the GPT -4 large language model, manually verifying the Al's suggestions to accurately
identify undocumented combat zones based on modern -day borders.

To identify causal effects, the authors perform a narrative classification of the casus belli (reasons for going to war) for
each conflict. They establish that the vast majority of wars are driven by nationalism, ideology, or long -term power
transitions, m aking their onset plausibly exogenous to short -term business cycle fluctuations. Wars driven by short -
term economic factors i specifically the Boxer Rebellion and the Italo -Turkish Wari were explicitly excluded to prevent
selection bias. The authors also verify that economic growth in war -site economies was not systematically lower prior
to the conflict, dispelling the concern that economic weakness invites an attack.
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Empirically, the study estimates local projections to trace the impulse responses of output and inflation over time. The
linear specification estimates the baseline impact, while the primary smooth -transition model allows spillovers on third
countries to vary non-linearly depending on their geographic distance from the war site. These spillovers are weighted
by the war site's share of global GDP. The authors also test a casualty-based specification, using battle deaths relative
to pre-war populations to pro xy for the severity of the shock.

To provide a structural interpretation, the authors develop and calibrate a multi -country business cycle model featuring
four zones: the war site, nearby third countries, distant third countries, and the rest of the world. The model integrates
intermediate goods, capital production, and nominal and real rigidities. The exogenous war shock is modelled
exclusively in the war -site economy: it destroys a fraction of the physical capital stock, lowers total factor productivity
(TFP), and forces an increase in miitary spending. Monetary policy is allowed to accommodate the shock globally by
altering the money supply. Parameters are estimated using Bayesian impulse response matching procedures, ensuring
the structural model closely mirrors the empirical data.

Results

The empirical and structural analyses yield a wealth of quantitatively precise findings regarding the domestic
devastation of war and its contagious transmission mechanisms:

1. Severe and persistent domestic devastation: Output in the war-site economy declines by an average of
approximately 20% at its peak, usually four years after onset. The recovery is slow, with output remaining around
15% below pre -war levels after eight years. Evidence of scarring persists even after 16 years, suggesting potentially
permanent losses. Concurrently, inflation rises persistently by almost 10 percentage points. These outcomes are
driven by sharp declines in physical capital (over 15%), an immedi ate and substantial fall in TFP (exceeding 4.6%
on impact), and a population decline of roughly 2%.

2. Adverse spillovers to nearby third countries:  Third countries located in close geographic proximity to the war site
experience significant negative spillovers. For a war site accounting for 5% of global GDP, nearby countries face
output declines of around 5% and inflation increases of approximately 8 percentage points, with effects peaking
three to four years after the onset of conflict.

3. Distance -dependent heterogeneity: The magnitude of spillovers declines sharply with geographic distance. For
distant third countries, output effects are delayed, smaller, and often only marginally significant, while inflationary
pressures are similarly muted. This highlights the role of g eographic distance as a key transmission friction,
consistent with gravity -type trade relationships.

4. Divergent outcomes for belligerents:  Spillovers to belligerent countries (those actively involved in the war but not
hosting combat on their soil) depend critically on their proximity to the war site. Nearby belligerents experience
contractions and inflation comparable to proximate third cou ntries. In contrast, distant belligerents often
experience output expansions, driven by increased military expenditure, which stimulates domestic demand in the
absence of direct destruction or trade disruption.

5. Trade collapse as the transmission channel:  The data reveals a sharp contraction in both imports and exports for
war-site economies. This collapse propagates outward, with nearby countries experiencing declines in bilateral
trade amounting to several percentage points of pre -war GDP. These disruptions impair production networks and
amplify cross -border spillovers.

6. Endogenous global supply -side contraction: The multi-country DSGE model decomposition reveals that declines
in TFP and capital destruction at the war site are the primary drivers of global effects. As goods from the war site
become scarce and costly, nearby economies are forced to reduce imports o f intermediate inputs, disrupting
domestic production. This generates an endogenous decline in investment and capital accumulation in affected
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countries, leading to a broader supply -side contraction. Combined with accommodative monetary responses, these
mechanisms produce pronounced stagflationary outcomes i falling output alongside rising inflation i even in
countries not directly exposed to physica | destruction.

Conclusion

Federle et al. (2026) fundamentally reframe the macroeconomic analysis of war by showing that its economic burden
extends far beyond the battlefield. Using a long -run dataset, local projections, and a multi -country structural model,
they demonstrate that geographic proximity a nd trade integration transmit war shocks internationally. As war destroys
productive capacity, trade networks collapse, generating severe supply -side contractions in neighbouring economies.
While distant powers may experience demand -driven expansions, nearby countries face persistent and highly
contagious economic losses.
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Market performance

Market round-up
FY26: Global strength, domestic volatility, and a broad March sell -off

Global equities remained constructive for most of FY26, though the tone turned more uneven towards the end of the
year. Developed markets provided the anchor, with the MSCI World Index returning 17.4% over the year, supported by
resilient US growth, stable earnings and sustained strength in Al -linked sectors. Emerging markets outperformed for a
large part of the year, delivering a 26.9% return, led by North Asia where Taiwan and Korea benefited from strong Al -
driven semiconductor demand, alongside intermitt ent policy support in China. The favourable backdrop, however,
reversed sharply in March. The escalation in West Asia, a spike in crude prices and renewed concerns around inflation
and growth triggered a broad risk -off correction. Emerging markets underperformed during this phase, wit h the MSCI
EM Index declining 13.3% in Marchi nearly double the fall in developed markets i partially eroding the gains built up
over the course of the year. Commodity markets remained volatile through FY26, with energy and precio us metals
gaining on geopolitical stress, particularly towards year -end as crude rose above US$100 per barrel, ending the year
58% higher. The rupee, after intermittent stability during the year, depreciated sharply by about 11% in FY26, reflecting
higher oil prices and sustained capital outflows.

Indian equities faced sustained pressure through FY26, with intermittent recoveries proving short -lived amid an
adverse global backdrop. Trade tensions, geopolitical risks and elevated crude prices weighed on sentiment, while
record FPI outflows i driven by a shift towards relatively cheaper and Al -led global marketsi added to the weakness.
The correction intensified sharply in March, with the Nifty 50 declining 11.3%, its steepest monthly fall since March
2020. Domestic flows remained the principal stabilisin g force. DllIs recorded net inflows of Rs 8.5 lakh crore in FY26 (a
record high), supported by strong SIP contributions averaging Rs 29,132 crore per month. Even so, the Nifty 50 ended
the fiscal year down 5.1%, and -14.4% in US dollar terms, reflecting an 11% INR depreciation. Broader markets showed
mixed resilience, with the Nifty Midcap Index gaining 1.6%, while the Nifty Smallcap 250 and Nifty Microcap 250
declined 5.4% and 8.7%, respectively. Market conditions improved at the start of FY27. A partial ea sing of tensions in
West Asia, and moderation in bond yields supported sentiment, while continued domestic inflows and more reasonable
valuations post the March correction aided a rebound of over 8.5% in the Nifty 50 as of mid -April.

Global fixed income markets were volatile in FY26, with yield curves steepening as US 10 -year yields rose to ~4.6%
before easing and ending at 4.3% (+11 bps), while short -term yields declined 50 h60 bps. European and UK bonds
underperformed am id inflation concerns, while Japanese bonds sold off on policy normalisation. Domestic bond
markets were also volatile in FY26, with the yield curve steepening despite a 100 bps repo rate cut. The 10 -year yield
rose ~46 bps to 7.03% amid external pressures, while short -term yields declined on policy easing and liquidity support .

1 Indian equities had a volatile run in FY26:  Following gains of 5.3% in FY25 and

. . . . Indi i k
26.6% in the previous year, equity markets entered FY26 on a weaker footing, ndian equity markets

ended the year FY26

shaped by an adverse global environment. Trade tensions, tariff escalation and lower, after gains in the
persistent geopolitical risks i spanning RussiahUkraine, West Asia and energy previous two fiscal years;
marketsi coincided with record FPI outflows as capital rotated towards relatively Nifty 50 declined 5.1% in

FY26 but staged a
meaningful rebound in
April thus far.

cheaper and Al-led global opportunities. The pressure intensified in March, when
the Nifty 50 declined 11.3%, its sharpest monthly fall since March 2020. Domestic

flows provided a critical offset. DlIs recorded net inflows of Rs 8.5 lakh crore in

FY26, the highest on record, helping cushion the impact of external outflows. Even
so, the Nifty 50 ended the year lower by 5.1%, with Financials and IT accounting
for the bulk of the decline. In US dollar terms, returns were weaker at -14.4%,
reflecting an 11% depreciation in  the rupee. Performance across the broader
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market was mixed, with the Nifty Midcap 150 rising 1.6%, while the Smallcap 250
and Microcap 250 declined 5.4% and 8.7%, respectively .

Conditions improved at the start of the new fiscal year. A partial easing of tensions
in West Asia helped stabilise crude prices and reduce near -term risk aversion, while
softer bond yields and a pause in FPI outflows supported sentiment. Continued
domestic institutional buying, alongside more reasonable valuations after the
March correction, aided the recovery. As of 15 April 2026, the Nifty 50 has
rebounded by over 8.5%, broadly tracking the improvement across emerging
markets.

Market sentiment deteriorated more sharply in March. The escalation in Middle East
tensions triggered a clear risk -off move, as higher crude prices, INR weakness and
concerns over imported inflation and growth weighed on investor sentiment. As of
March 13", 2026, the Nifty 50 had fallen 8.1% in the month, taking its YTDdecline
to 11.4%, broadly in line with the correction across emerging markets.

After a moderation in Febv \, trading activity picked on NSEpicked up sharply in
March. Average daily turnover in the equity cash segment rose by 9.2% MoM to a
19-month high of Rs 1.25 lakh crore, even asit fell by 6.6% to Rs 1.06 lakh crore in
the whole of FY26. Activity in equity derivatives rose even sharply in March. Average
daily turnover (premium) in equity options surged by a steep 33.9% MoM to record-
high of Rs 93,792 crore in March, following a 5.4%/35.4% MoM increase in

Feb/January 2026. For FY26, ADT in equity options fell by 7.7% to Rs 57,662 crore .
Equity futures activity, however, expanded at a much slower pace, with average
daily turnover rising by 8.4% MoM to a 17-month high of Rs 1.84 lakh crore in
March, even as that for the whole of FY26 declined by 14.2% to Rs 1.59 lakh crore .

1 Indian bond markets marked with heightened volatility in FY26  : Global fixed
income markets remained volatile through FY26, with a notable steepening of yield
curves. In the US, the 10-year yield rose to around 4.6% by May-end on resilient
growth and sticky inflation, before declining to sub -4% levels by October as
disinflation strengthened easing expectations. While the short end softened on rate
cuts, it firmed later amid energy -driven inflation risks linked to the West Asia crisis,
whereas the long end remained under pressure from fiscal concerns. Overall, the
US 10-year yield ended FY26 about 11 bps higher at 4.3%, while short -term yields
declined by 50 h60 bps. European bonds underperformed, reflecting expectations
of a pause in the easing cycle, reinforced by tariff developments in Q2 and renewed
inflation concerns following the West Asia crisis. UK gilts followed a similar pattern,
with rate -cut expectations of fering only partial support. In contrast, Japanese
government bonds saw a sharper sell-off, driven by policy normalisation by the
Bank of Japan and domestic political uncertainty .

Domestic fixed income markets were volatile through FY26, with the sovereign
yield curve steepening despite substantial monetary easing. The RBI reduced the
repo rate by a cumulative 100 bps during the fiscal year, including cuts to 6.00% in
April, 5.50% in October and 5.25% in December, and supplemented this with
liquidity support and open market operations. Even so, these measures were
increasingly offset by external shocks, especially in the second half, as higher crude
prices, INR weakness, rising fiscal term premia and foreign outflows weighed on
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government securities. By end -March 2026, the benchmark 10 -year yield had risen
to about 7.03%, up 46 bps over the year, while the short end ended lower, reflecting
the impact of policy easing and resulting in a steeper curve .

1 DIl buying in FY26 at record high, counterbalancing persistent FPI outflows
After some buying seen in Q1 FY26, FPIs have been net sellers for most of the
remaining fiscal, with March 2026 seeing record-high monthly outflows of
US$12.7bn. While trade-related uncertainty, elevated valuations and steep INR
depreciation triggered flight of capital to other more reasonably valued and Al-
focusedO! 5. &76n 7+& 216&7 2' T&67 >6,! $21'/,%$7 !'1% 5,6.6
and fiscal situation accentuated the selling pressure. Consequently, net FPI
outflows in FY26 at US$19.7bn was the highest on record seen in any fiscal year.
This trend has continued in the current fiscal year as well, with FPIs selling a net
amount of US$5.1bn from Indian equities in H1 of April 2026. In this environment,
domestic investors once again provided the principal stabilising anchor for the
market. DlIs remained net buyers of Indian equities for 32 consecutive months. In
fact, net DIl inflows at Rs 1.4 lakh crore in March were the highest ever, taking
cumulative net inflows in FY26 to a record-high of Rs 8.5 lakh crore (~US$96bn).
This was supported by strong indirect retail participation through mutual funds, as
reflected in strong SIP inflows. SIP inflows in March stood at a record high of Rs
32,087 crore, averaging at Rs29,132 crore per month in FY26 vs. Rs 24,113 crore
in FY25. The depth and consistency of domestic flows continued to cushion foreign
6&//,1( 35&6685& ! 1% 81%&56%$25&% 7+& (52:,1( 5&6,/,&1%

1 Global equit y markets had a strong yet volatile FY26 : Global equities delivered
a broadly constructive performance through much of FY26, supported by resilient
US growth, favourable corporate earnings and continued enthusiasm around Al -
linked technology names. Developed markets remained the anchor, with the MS CI
World Index posting a 1 7.4% one-year return as of March 31%, 2026, even though
the tone became more uneven towards year -end. Emerging markets also delivered
67521( 5&78516 '25 ! JI5(& 3!57 2' 7+& <&!'5n [/ &% #< K
closely tied to the Al semiconductor cycle, while Korea benefited from both Al -
driven demand for memory chips and supportive domestic factors. China also saw
periods of recovery on the back of policy support. However, sentiment turned
sharply risk-off in March as the escalation in West Asia, the spike in oil prices and
renewed concerns over inflation and global growth triggered a broad -based
correction, with EMs underperforming developed markets during this phase. The
MSCI Index fell by a steep 13.3% in March, nearly d ouble the dip seen in the MSCI
World Index, even as the total return in FY26 stood at a strong 26.9%.

US: US equity markets delivered a strong but uneven performance through FY26,
supported by resilient economic growth, steady earnings and sustained
momentum in Al -driven technology sectors. Gains were led by large-cap
technology names, even as concerns around elevated valuations and intermittent
geopolitical and trade -related uncertainties introduced phases of consolidation
during the year. The S&P 500 and Nasdag 100 recorded solid gains of 16.3% and
23.1% over FY26, with the latter outperforming on continued s trength in Al -linked
stocks, while the Dow Jones saw relatively steadier performance (+10.3% in FY26)
reflecting periodic rotation towards cyclicals and defensives. The constructive
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backdrop, however, weakened towards the end of the fiscal year. The escalation in
West Asia, the surge in crude oil prices and renewed inflation concerns triggered a
risk-off shift in March, leading to a broad-based correction (S&P 500: -5.1%,
Nasdaq 100: -4.9%, Dow Jones: -5.4%) and increased volatility across indices,
partially reversing gains accumulated earlier in the year.

The US economy remained broadly resilient through FY26, though momentum
moderated over the course of the year. Labour market conditions eased from tight
levels, with the unemployment rate rising from 4.1% in June 2025 to a peak of
4.5% in November before settling at 4.3% by March 2026, while payroll growth
became more uneven in the second half. Activity indicators pointed to a gradual
loss of momentum. Manufacturing PMI recovered from sub -50 levels in the first
three quarters to 52.7 by March 2026 i its stron gest reading since August 2022i
while services PMI declined steadily, slipping into contraction at 49.8 for the first
time in over three years. Inflation, after easing to 2.3% in April 2025, rose to a 22 -
month high of 3.3% by March 2026, reflecting higher e nergy costs and tariff pass-
through.

On the policy front, the Federal Reserve shifted from a restrictive pause to gradual
easing, cutting the policy rate by 75 bps in the second half to 3.5% h3.75% by
March 2026, while maintaining a cautious stance amid renewed inflation risks.

Europe: European equities underperformed the US through FY26, with gains
remaining narrower and more cyclical amid weak growth, trade uncertainty and
persistent energy -related risks. Lower interest rates and some rotation into value
and defensive sectors provided support, but the overall recovery remained uneven
across markets. Within the region, performance diverged meaningfully: the FTSE
100 outperformed with a strong 18.6% gain, while the Euro Stoxx 50 and

D&50! 1<vb6 A>U %&/, 9&5&% 025 &2.3%2re6ReGtively5 &78516 2' Tk - I
highlighting the patchy nature of the upturn. The constructive tone weakened
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before the escalation in West Asia and the sharp rise in crude prices triggered a

broader risk-off move in March. This led to a correction across major indices,

particularly in sectors exposed to energy costs and consumer demand, partially

reversing gains accumulated earlier in the year.

The euro area economy remained subdued but broadly stable through FY26, with
labour markets holding firm even as growth remained uneven. The unemployment
rate stayed near historic lows at around 6.1 h6.2%, while industrial activity
remained weak for much of the year, reflecting soft external demand. Activity

indicators pointed to a gradual recovery. Manufacturing PMI moved from

contraction for most of FY26 to 51.6 by March 2026, marking the strongest

expansion since June 2022, while services PMI eased to around 50, indicating a
loss of momentum towards year -end. Inflation, after moderating to ~2% through

much of 2025, rose to 2.6% by March 2026, driven largely by higher energy prices.

On the policy front, the ECB continued its easing cycle through 2025, lowering rates
to around 2.15% before pausing as renewed inflation risks complicated the

outlook.
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Asia: Asian equity markets delivered a strong but uneven performance through
FY26, supported by Al-led technology momentum, improving sentiment in North
Asia and periodic policy support in China. Gains were led by Taiwan (TAIEX:
+53.3%) and Korea (KOSPI: +103.6%), where semiconductor and memory -chip
names benefited from the global Al investment cycle, while Hong Kong (Hang Seng:
+7.2%) and mainland Chinese equities (Shanghai Composite: +16.7%) also saw
phases of recovery on policy support. India, however, u nderperformed much of
Asia through the year, weighed down by record FPI outflows, elevated crude prices
and global risk aversion, although strong domestic institutional flows helped limit
the downside. Japanese markets also registered strong returns, with Nikkei 225
Index rising by 43.4%, despite yen volatility, policy normalisation and external
risks.

The constructive backdrop weakened towards the end of the fiscal year. The
escalation in West Asia, the sharp rise in crude prices and renewed concerns
around inflation and global growth triggered a broad risk -off move in March, leading
to a correction across major Asian indices and increased volatility, particularly in
markets more exposed to energy imports and external demand.

1 Conflict -driven divergence in global commodity markets: Global commodity
markets in March 2026 were driven by the West Asia conflict, creating sharp
sectoral divergences. Crude oil surged 63.1% MoM to nearly US$120/bbl , taking
annual gains to 58.3% amid supply disruptions and the Strait of Hormuz blockade.
Precious metals declined MoM (gold: A12%, silver: A20%, platinum : A19.4%,
palladiu m: A19.2%) due to a stronger US dollar and higher real rates, though annual
gains remained strong (gold: +48%, silver: +120%, platinum : +92%, palladiu m:
+47%). Industrial metals were mixed: aluminium rose 12.6% MoM (40% YoY)on
supply shocks, while copper fell 7.8% MoM despite a 27% annual increase; nickel,
zinc, and lead remained weak, and tin corrected sharply. Iron ore rose 8.9% MoM
(4.7% YoY) on strong Chinese demand. Agricultural prices increased due to
fertilizer shocks, with corn and wheat up 4.6% MoM, while annual trends were
mixedi soybean (+15%) and wheat (+16.5%) rose, corn was flat, cotton gained
02%&67/<n 1% 68()!5 %&$/, 1&% oA[ - ¥

The S&P GSCI Indexshot
up ~22% MoM inMan26.

1 Rupee weaken d in FY26 amid sustained outflows, with late  -year pressures
intensifying: The INR depreciated by 9.9% in FY26, marking the sharpest annual
decline in recent years, primarily driven by persistent FPI equity outflows (US$19.7
bn), only partially offset by modest debt inflows (US$2.8 bn), even as the US dollar
exhibited mixed trends over t he period. Pressures intensified in March 2026, with
the rupee recording a sharp 4.1% MoM depreciation i the steepest since April
2023i amid renewed foreign outflows , escalating geopolitical tensions, and a spike
in crude oil prices above US$105/bbl. Meanwhile, REER and NEER declined during
FY26, moving the INR into an undervaluation zone, while annualised volatility rose
to 4.0% but remained relatively contained comp ared to EM peers. Oneyear
forward premia firmed to 2.2% (March average: 2.73%), indicating a modest
recalibration in forward pricing amid evolving global conditions. Foreign exchange
reserves remained elevated at US$688 bn, albeit moderating from peak lev els,
continuing to provide a strong buffer. Overall, the rupee remained highly sensitive
to portfolio flows and global developments, though policy buffers helped ensure an
orderly adjustment despite elevated volatility toward the end of the fiscal year.
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Performance across asset classes

Table 25: Performance across equity, fixed income, currency, and commodity markets (As on May 31°, 2026)

Indicator Name Mar-26 12M ago 1Y 2Y CAGR  3Y CAGR 5Y CAGR 10Y CAGR
Equity Indices

NIFTY 50 22,3314 23,5194 -5.1 0.0 8.8 8.7 11.2
NIFTY 500 20,528.1 21,339.6 -3.8 0.7 12.1 10.8 12.3
MSCI INDIA 2,651.9 2,750.1 -3.6 0.2 114 9.6 10.7
India Volatility Index (%) 27.9 12.7 119.3 47.4 29.2 6.2 5.3
MSCI WORLD 4,258.3 3,628.6 174 11.3 15.1 8.7 10.0
S&P 500 COMPOSITE 6,528.5 5,611.9 16.3 115 16.7 104 12.2
DOW JONES INDUSTRIALS 46,341.5 42,001.8 10.3 7.9 11.7 7.0 10.1
HANG SENG 24,788.1 23,119.6 7.2 22.4 6.7 -2.7 18
FTSE 100 10,176.5 8,582.8 18.6 131 10.1 8.7 51
NIKKEI 225 51,063.7 35,617.6 43.4 125 221 11.8 11.8
Fixed Income *

India 10YR Govt Yield (%) 7.0 6.6 46bps -2bps -28bps 86bps -42bps
India 5YR Govt Yield (%) 6.8 6.5 31bps -29bps -40bps 106bps -76bps
India 1YR Govt Yield (%) 6.0 6.4 -45bps -102bps -119bps 203bps -125bps
India 3Month T -Bill Yield (%) 5.4 6.5 -111bps -179bps -181bps 211bps -166bps
US 10YR Govt Yield (%) 4.3 4.2 11bps 11bps 84bps 258bps 254bps
Germany 10YR Govt Yield (%) 3.0 2.7 28bps 72bps 70bps 330bps 285bps
China 10YR Govt Yield (%) 1.8 1.9 -6bps -48bps -104bps -138bps -107bps
Japan 10YR Gowt Yield (%) 2.4 15 87bps 162bps 200bps 226bps 239bps
Currency

USD/INR 94.8 85.5 11.0 6.6 4.9 53 3.7
EUR/USD 1.2 11 6.7 3.3 2.0 -0.4 0.1
GBP/USD 1.3 1.3 2.2 2.2 2.2 -0.9 -0.9
USD/YEN 159.1 149.5 6.4 25 6.1 7.6 3.5
USD/CHF 1.2 11 10.1 59 4.4 3.2 1.8
USD/CNY 6.9 7.3 -4.7 -2.2 0.2 11 0.7
Commodities

Brent Crude Oil (US$/bbl) 118.3 74.8 58.3 16.3 14.1 13.3 11.7
LME Aluminium (US$/MT) 3,521.2 2,517.7 39.9 23.9 14.0 10.0 8.8
LME Copper (US$/MT) 12,256.8 9,658.7 26.9 18.2 10.8 6.9 9.6
LME Lead (US$/MT) 1,872.1 1,984.4 -5.7 -3.8 -4.1 -0.8 1.0
LME Nickel (US$/MT) 16,916.1 15,698.4 7.8 1.0 -10.6 1.1 7.2
LME Tin (US$/MT) 46,627.0 36,815.0 26.7 30.3 21.6 111 10.8
LME Zinc (US$/MT) 3,220.2 2,836.1 135 16.0 3.0 2.8 5.9
SHC Iron Ore Spot (US$/MT) 109.4 104.5 4.7 3.6 -4.9 -7.9 7.2
Gold Spot Price (US$/troy ounce) 4,623.3 3,125.3 47.9 445 32.7 221 14.1
Silver Spot Price (US$/troy ounce) 75.1 34.1 1204 73.4 46.1 25.2 17.1
Platinum Spot Price (US$/ounce) 1,908.0 993.0 92.1 45.0 24.8 10.1 6.9
Palladium Spot Price (US$/ounce) 1,448.0 986.0 46.9 19.3 -0.9 -11.2 9.8
Soyabeans (US$/bushel) 11.4 9.9 15.1 -1.0 -8.8 -4.4 25
Corn (c/lb) 458.5 457.8 0.2 1.8 -11.4 -4.1 2.7
Wheat (US$/bushel) 6.2 5.3 16.4 6.1 -3.7 -0.9 25
Cotton (US$/Ib) 0.7 0.6 6.3 -12.1 -6.0 -3.0 16
Raw Sugar (c/Ib) 15.8 18.8 -16.1 -15.8 -10.3 1.3 0.2

Source: LSEG Workspace, Cogencis, NSE ERRReturns over different periods shown in terms of absolute change in basis points.
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Table 26: Performance (total returns) across global asset classes
Asset performance (Ranked by % change each year)

Market Pulse

FY23
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MSCI EM $§
-11.7

WTI Crude
-19.5

S&P500
17.2
MSCI World
15.4
Gold
1.1

Gold
6.1

FTSE100
0.2

Bitcoin Bitcoin Bitcoin Bitcoin Bitcoin WTI Crude FTSE100 Bitcoin Gold Gold
69.7 158.3 540.0 57.0 815.5 69.5 145.5 411 479
Nasdaq 100 WTI Crude WTI Crude Nasdaq 100 Gold WTI Crude Nifty 500 Nifty 500 Bitcoin WTI Crude
4.7 32.0 28.3 134 24.4 188.9 22.3 40.5 18.1 431

Gold Nifty 500 MSCI EM $ DJIA Nasdaq 100 Nifty 500 Gold Nasdaq 100 FTSE100 MSCI EM $
3.9 25.5 254 10.1 7.0 77.6 39.7 1.9 30.3
DJIA FTSE100 Nasdaq 100 Nifty 500 S&P500 FTSE100 Nasdaq 100
21 233 224 9.7 -7.0 24.0
S&P500 Nasdaq 100 DJIA S&P500 Russell 1000 | Nasdaq 100 S&P500 S&P500 MSCI EM $ FTSE100
1.8 22.8 19.4 9.5 -8.0 68.9 15.7 29.9 8.7 226
Russell 1000 MSCI World | Russell 1000 | MSCI World | Russell 1000 | Nasdaq 100 Nifty 500 Russell 1000 S&P500 MSCI World
0.5 14.2 9.3 -9.9 60.6 141 -1.2 29.9 8.3 19.4
MSCI World DJIA S&P500 FTSE100 MSCI EM $ Gold DJIA MSCI World | Russell 1000 S&P500
-2.9 19.9 14.0 7.7 58.9 13.9 -2.0 25.7 7.8 17.8
FTSE100 MSCIEM $ | Russell 1000 S&P500 Russell 1000 | MSCI World DJIA Russell 1000
-5.3 17.7 14.0 56.4 13.3 -6.5 222 17.7
Nifty 500 Russell 1000 Nifty 500 MSCI World DJIA MSCI World | MSCI World S&P500 MSCI World
-6.6 17.4 12.9 4.6 -13.4 54.8 10.6 -7.7
Gold MSCI EM $ DJIA Russell 1000 Gold DJIA

Nifty 500

-2.9

-2.1 -17.4 53.8 -8.4 12.0
FTSE100 MSCI EM $ WTI Crude
71 -10.3 11.0
MSCI EM $§ Nasdag 100 MSCIEM $ [ Nasdaq 100
-10.4 8.6 6.4
WTI Crude Nifty 500 FTSE100 MSCI EM $§ WTI Crude FTSE100 Nifty 500
74 -26.6 21.9 -11.1 -245 8.4 6.4
Bitcoin WTI Crude Gold Bitcoin Bitcoin WTI Crude
-40.3 -66.0 5.8 -22.6 -37.4 -14.4

Bitcoin
-17.4

Source: LSEGWorkspace, NSE EPR. Note: Returns for equity indices are based on total return index values except for Shanghai SE Composite Index.
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Equity market performance and valuations

Table 27: Performance across NSE equity indices (As on March 31, 2026) '
March-26 PR Index Returns (%) TR Index Returns (%)

Index Name

Nifty 50 -5.1 8.8 8.7 -4.0 10.0 10.0

Nifty Next 50 -4.3 16.9 12.0 -3.3 17.8 13.0
Nifty 100 -4.9 10.0 9.1 -3.9 11.2 10.3
Nifty 200 -3.8 115 10.2 -2.8 12.7 11.4
Nifty 500 -3.8 12.1 10.8 -2.9 13.2 11.9
Nifty Midcap 50 2.9 21.0 17.2 35 21.7 18.2
Nifty Midcap 100 1.9 20.6 17.3 2.5 21.3 18.2
Nifty Midcap 150 1.6 19.6 16.7 2.3 20.3 175
Nifty Midcap Select 5.3 21.3 15.1 5.9 221 15.9
Nifty Smallcap 50 -34 221 13.0 -2.7 23.0 13.9
Nifty Smallcap 100 -5.5 19.1 13.4 -4.9 19.9 14.3
Nifty Smallcap 250 -5.4 17.6 15.5 -4.9 18.3 16.3
Nifty LargeMidcap 250 -1.7 14.9 12.9 -0.8 15.8 14.0
Nifty MidSmallcap 400 -0.9 18.9 16.2 -0.3 19.6 17.1
Nifty500 Multicap 50:25:25 -34 14.4 12.7 -25 154 13.8
Nifty Microcap 250 -8.7 22.6 23.1 -8.2 23.2 23.8
Nifty Total Market -4.0 12.4 11.0 -3.1 13.5 12.1
Nifty Smallcap 500 -6.3 18.4 16.8 -5.8 19.0 17.6
Nifty MidSmallcap400 50:50 -1.9 18.6 16.1 -1.3 19.4 17.0
CThemaicindices
Nifty India Consumption -3.6 13.0 11.6 -2.7 14.0 12.8
Nifty MidSmall India Consumption -13.7 15.1 12.8 -13.1 15.7 13.5
Nifty Non-Cyclical Consumer -10.8 9.3 9.6 -10.0 10.3 10.7
Nifty India Manufacturing 7.1 20.9 17.0 7.9 21.7 18.0
Nifty Infrastructure 12 18.9 15.9 2.0 19.9 17.1
Nifty Services Sector -9.0 7.2 6.6 -7.9 8.6 7.9
Nifty Commodities 7.8 18.0 15.3 8.9 19.1 16.7
Nifty CPSE 12.4 33.2 31.2 14.8 36.4 35.0
Nifty PSE 2.3 28.8 25.3 4.4 31.4 28.5
Nifty Energy 3.8 15.2 13.9 5.1 16.7 15.7
Nifty MNC 5.9 13.2 11.3 7.4 14.6 12.7
Nifty India Digital -12.0 12.4 8.1 -11.0 13.6 9.3
Nifty India Defence 12.8 50.1 49.9 13.5 51.1 514
Nifty Mobility 5.9 23.8 16.9 6.8 24.6 17.9
Nifty100 Liquid 15 1.2 151 12.7 2.0 16.1 13.7
Nifty Midcap Liquid 15 51 234 19.3 5.8 243 20.4
Nifty Corp. Grp Index - Aditya Birla Group 5.8 15.9 11.5 6.3 16.4 12.0
Nifty Corp. Grp Index - Mahindra Group 7.3 23.9 19.8 8.1 24.9 215
Nifty Corp. Grp Index - Tata Group -18.5 2.8 5.1 -17.1 4.4 6.5
Nifty Corp Grp Index - Tata Group 25% Cap -11.2 10.7 11.6 -10.2 11.8 12.8
Nifty Shariah 25 -7.9 7.0 5.7 -6.5 8.7 7.4
Nifty50 Shariah -11.3 32 2.9 -9.8 5.0 4.7
Nifty500 Shariah -7.2 8.3 7.5 -6.2 9.6 8.8
Nifty SME EMERGE -12.9 21.4 43.8 -12.9 215 44.0
Nifty100 ESG -3.0 115 8.9 -1.9 12.7 10.1
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March-26 PR Index Returns (%) TR Index Returns (%)

Index Name ‘ ‘

Nifty100 Enhanced ESG -3.0 11.5 8.9 -1.9 12.7 10.1
Niftyl00 ESG Sector Leaders -5.2 9.7 8.1 -4.3 10.8 9.3
Nifty IPO -1.9 13.8 4.4 -1.7 14.1 4.7
Nifty REITsS & InvITs 18.2 9.1 5.6 23.4 13.9 11.9
Nifty Core Housing -13.3 8.2 5.4 -12.8 8.8 6.0
Nifty500 Multicap India Mfg. 50:30:20 3.7 20.1 16.6 4.4 20.9 17.5
Nifty500 Multicap Infra 50:30:20 -1.8 17.2 16.3 -1.0 18.0 174
Nifty EV & New Age Automotive -1.3 15.8 18.8 -0.5 16.7 19.8
Nifty India Tourism -23.7 10.3 13.9 -23.5 10.6 14.2
Nifty Rural 0.1 13.8 121 1.2 15.0 13.3
Nifty Capital Markets 245 57.1 30.3 25.4 58.5 31.9
Nifty India New Age Consumption -7.3 19.3 14.2 -6.8 19.9 14.9
Nifty India Select 5 Corp Groups (MAATR) -0.1 135 12.8 0.6 14.2 13.6
Nifty India Railways PSU -19.9 22.6 - -18.7 24.3 -
Nifty India Internet -6.3 24.4 - -6.0 24.8 -
Nifty Waves -17.4 -14 2.2 -17.0 -1.0 2.7
Nifty India Infrastructure & Logistics -2.0 21.3 18.0 -1.3 22.2 19.1
Nifty India FP1 150 -2.7 12.6 - -1.7 13.8 -
Nifty Conglomerate 50 -4.3 12.2 10.9 -35 13.1 11.9
Nifty Cement -12.9 6.2 5.1 -12.6 6.6 5.6
Nifty REITs & Realty -1.2 135 - 25 17.9 -

Sswegyindies

Nifty Alpha 50 -3.3 19.6 145 -3.0 20.3 15.2
Nifty100 Alpha 30 -5.4 15.7 10.9 -4.9 16.6 11.9
Nifty Alpha Low-Volatility 30 -4.7 12.6 11.2 -3.8 13.8 12.4
Nifty Alpha Quality Low-Volatility 30 -2.5 13.8 10.9 -1.2 15.3 12.4
Nifty Alpha Quality Value Low-Volatility 30 -2.9 17.6 15.2 -14 19.4 17.2
Nifty200 Alpha 30 -1.3 20.3 17.0 -1.0 211 18.0
Nifty Dividend Opportunities 50 -34 134 13.0 -1.3 15.7 15.5
Nifty Growth Sectors 15 -2.6 6.6 7.8 -11 8.4 9.6
Nifty High Beta 50 0.2 17.3 13.5 1.2 18.2 14.6
Nifty Low Volatility 50 -4.2 13.2 10.6 -3.2 14.4 11.9
Nifty100 Low Volatility 30 -2.6 121 10.2 -15 134 117
Nifty100 Quality 30 -3.8 9.7 8.4 -2.4 11.2 10.0
Nifty Quality Low-Volatility 30 -6.9 7.9 7.5 -5.5 9.3 9.1
Nifty200 Quality 30 -5.1 9.1 7.9 -3.6 10.8 9.8
Nifty50 Equal Weight 12 14.6 13.1 2.2 15.9 14.5
Nifty100 Equal Weight -16 15.7 12.0 -0.7 16.7 13.2
Nifty50 Value 20 -7.4 8.0 9.2 -5.7 10.0 11.5
Nifty500 Value 50 12.3 29.4 26.0 13.9 31.2 28.5
Nifty Midcap150 Quality 50 -5.8 10.7 7.9 -4.8 11.7 8.9
Nifty200 Momentum 30 -39 14.0 12.6 -34 14.9 13.7
Nifty Midcap150 Momentum 50 -2.0 20.3 18.9 -1.6 21.0 19.7
Nifty Smallcap250 Quality 50 -10.2 13.3 15.0 -9.1 145 16.3
Nifty Smallcap250 Momentum Quality 100 -10.9 12.1 12.8 -10.2 13.0 13.8
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March-26 PR Index Returns (%) TR Index Returns (%)

Index Name ‘ ‘

Nifty MidSmallcap400 Momentum Qtly 100 -3.3 16.1 15.1 -2.6 17.1 16.2
Nifty500 Equal Weight -3.6 17.2 14.8 -2.9 17.9 15.7
Nifty500 Momentum 50 -3.6 16.7 15.7 -3.3 17.4 16.5
Nifty500 LargeMidSmall Equal -Cap Wgtd -2.9 15.9 13.9 -2.1 16.7 14.9
Nifty200 Value 30 13.2 31.0 26.7 14.9 32.9 29.3
Nifty Top 10 Equal Weight -12.2 3.8 6.6 -11.1 51 7.9
Nifty500 Multicap Momentum Quality 50 -4.7 15.7 141 -3.8 17.0 15.3
Nifty Top 15 Equal Weight -6.3 7.9 9.6 -5.1 9.2 10.9
Nifty Top 20 Equal Weight -6.3 9.2 9.9 -5.1 10.5 11.2
Nifty500 Quality 50 -4.1 15.8 11.2 -2.9 17.2 12.8
Nifty500 Low Volatility 50 2.6 16.8 13.6 3.7 17.9 14.9
Nifty500 Multifactor MQVLv 50 -0.4 19.9 15.7 0.8 21.3 17.5
Nifty500 Flexicap Quality 30 -10.9 6.2 9.8 -9.4 7.7 11.3
Nifty Total Market Momentum Quality 50 -1.6 17.8 14.0 -1.0 18.7 14.9

SSecorlindices

Nifty Auto 11.6 24.7 19.2 12.8 25.8 20.3
Nifty Bank -2.5 7.4 8.6 -1.7 8.3 9.4
Nifty Private Bank -6.2 5.4 6.3 -5.7 6.1 7.0
Nifty PSU Bank 25.7 28.4 29.5 26.6 29.4 30.8
Nifty Financial Services -6.2 9.2 8.4 -5.3 10.3 9.4
Nifty Financial Services Ex-Bank 21 20.0 12.1 2.9 21.1 13.2
Nifty Financial Services 25/50 -4.0 14.2 10.7 -3.1 15.3 11.7
Nifty MidSmall Financial Services 20.8 311 17.3 21.3 32.0 18.4
Nifty FMCG -15.0 -0.3 54 -13.8 1.3 7.3
Nifty IT -21.2 0.4 2.4 -19.3 2.6 45
Nifty MidSmall IT & Telecom -15.0 9.5 12.5 -14.3 10.3 13.5
Nifty Media -145 -9.5 -4.0 -13.9 -9.0 -3.3
Nifty Metal 22.5 26.5 229 23.6 27.4 24.5
Nifty Pharma 5.2 22.8 12.6 5.9 23.6 13.4
Nifty Realty -23.5 18.9 14.3 -23.3 19.3 14.6
Nifty Consumer Durables -7.4 11.2 9.1 -7.0 11.6 9.5
Nifty Oil & Gas 2.3 14.7 11.9 3.2 15.7 13.3
Nifty Healthcare Index 3.8 23.1 14.1 4.4 23.8 14.9
Nifty MidSmall Healthcare 2.0 28.2 14.7 2.4 28.8 15.3
Nifty Transportation & Logistics 6.5 23.1 17.7 7.3 24.0 18.6
Nifty Housing -3.6 12.2 10.5 -2.9 13.0 115
Nifty Chemicals -10.6 35 9.6 -10.1 4.1 10.2
Nifty500 Healthcare 14 23.6 135 1.9 243 141

Source: NSE Indices, NSE EPR
Note: Returns for the period up to one year are absolute returns. Returns for a period greater than one year are CAGR returns.
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Table 28: Performance across NSE sector indices based on Price Return Index
Indicator Name Mar-26 12M ago 1Y 2Y CAGR 3Y CAGR 5Y CAGR 10Y CAGR

Sector indices

Auto 23,769.6 21,2955 11.6 53 24.7 19.2 114
Bank 50,275.4 51,564.9 -2.5 3.3 7.4 8.6 12.0
Energy 34,849.7 33,571.6 3.8 -5.5 15.2 13.9 15.3
FMCG 45,538.7 53,589.8 -15.0 -8.1 -0.3 5.4 8.7
IT 29,062.6 36,886.2 -21.2 -8.7 0.4 2.4 9.9
Infrastructure 8,561.0 8,457.8 1.2 13 18.9 15.9 12.9
Media 1,261.9 1,475.3 -14.5 -16.2 -9.5 -4.0 -5.9
Metals 11,138.4 9,092.5 225 16.1 26.5 22.9 19.3
Pharma 22,232.3 21,137.5 5.2 8.2 22.8 12.6 7.3
Real Estate 651.2 851.3 -23.5 -15.0 18.9 14.3 15.3

Source: Cogencis, NSE EPR.
Figure 81: NIFTY sector performance in  FY26 (> 3 5 vMarv \ ~ ¥
Rebased to 0 onApril 1%, 2025
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Figure 82: Nifty 50 and Nifty 50 USD since inception

Movement in Nifty50 and Nifty50 USD since inception
Rebased to 1000 on November 3rd , 1995
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Source: Nifty Indices, NSE EPR.
Since its launch on 22 April 1996, with 3 November 1995 as the base date, the Nifty 50
+!16 $20& 72 2%$%$83< ! $&175!/ 3/1%$& ,1 F1%,'!'ve6e ',10 1%,V /] [
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that long-term participation in that market has generated. By April 2025, the index had
completed 29 years of existence. Over that period, it rose from its base level to an all -
time peak of 26,216 on 26 September 2024, representing a gain of over 2 6 times and a
compounded annual return of roughly 12%.

That long-run trajectory, however, has not meant an uninterrupted rise. Market conditions
grew noticeably more unsettled through 2025 and into early 2026. While the Nifty still
managed to close 2025 with gains, extending its streak of positive annual returns to ten
years, the environment became increasingly difficult. Global trade tensions, geopolitical
disturbances, continued foreign capital outflows, INR weakness and stretched valuations
all weighed on sentiment. Even so, sustained DIl inflows helped prev ent a deeper loss of
market confidence and remained an important stabilising force.

Selling pressure intensified in the first quarter of 2026. The index had already declined
3.1% in January and another 0.6% in February before the weakness sharpened in March.
The deterioration in West Asia drove Brent crude above US$100 per barrel, put fre sh
pressure on the rupee, and revived broad risk aversion across financial markets. Against
that backdrop, the Nifty 50 fell 11.3% in March, its steepest monthly decline since the
23.2% fall recorded in March 2020 during the pandemic. For FY26 as a whole, the index
ended lower by 5.1%.

Even so, the larger investment record remains strong. Returns have been relatively muted

, 1 7+& 3!'67 7:2 <&!56n #87 7+!'7 %2&6 [ ,-77/ & 72 '] 7&5 F1%
performing equity markets over longer horizons. Over the last 25 years, the Nifty 50 has

delivered annualised returns of 12.6% in INR terms and 9.5% in US dollar terms, ahead

of benchmarks such as the S&P 500, MSCI World and MSCI Emerging Markets. The recent

drawdown, viewed in that frame, looks less like a shift in the underlying story and more

like a cyclical interruption in a market that has historically rewarded long -term holding,

even if it remains exposed to global shocks over shorter periods.
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Figure 83: Annualised return of major indices across different time periods (As of March 31, 2026)

% Annualised return over different time periods
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Source: Nifty Indices, LSEG Workspace, NSE EPR.

Market growth and concentration

Market capitalisation of NSE listed companies stood broadly flat YoY by the end of
FY26: After increasing 6.9% in FY25 and expanding 3.6 times between FY20 and FY25,
the aggregate market capitalisation of NSE -listed companies was broadly unchanged in
FY26, as the gains of recent years gave way to a marketwide correction. In US dollar
terms, market capitalisation declined 7.4% during the year, with the fall amplified by an
11% depreciation in the rupee. Much of this weakness was concentrated in March, when
market capitalisation fell 10.9% in INR terms and 12.3% in US dollar terms. The sell-off
reflected the escalation in West Asia, the sharp rise in crude oil prices, and sizeable FPI
outflows.

Even so, the longer-term trend remains clearly favourable. Over the past two decades,
the total market capitalisation of NSE -listed companies has grown at a CAGR of 14.4% in
INR terms and 10.3% in US dollar terms. On a rolling three -month average basis, listed
market capitalisation now stands at around 132% of GDP under the new 2022 h23 GDP
series, compared with about 60% in March 2014. This increase reflects not only valuation

ga, 16n #87 !/ 62 7+& 6758%$785!/ %&&3 & 1derlisgted 2"

universe, stronger household participation, and a steadily rising role for capital markets
in savings mobilisation and capital formation.

Across indices, large caps (Nifty 50 and Nifty Next 50 ) saw a modest single digit decline
in aggregate market capitalisation in FY26, while midcaps outperformed, with the Nifty
Midcap 150 seeing a10.9% increase in market capitalisation . Small caps were relatively
resilient, with the Nifty Smallcap Index up 1.1% and the Nifty Microcap 250 gaining 5.8%.
In contrast, stocks beyond the top 750 companies remained under pressure , with market
capitalisation declining sharply by 9.1%. A decile-wise view shows a similar pattern: the
top decile (top 285 companies) saw marginal gains, supported by midcap strength, while
lower deciles witnessed a more pronounced sell -off, reflecting a broader risk -off
environment throu gh the year.
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Figure 84: Market cap to GDP ratio trend (NSE listed companies)
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Source: CMIE Economic Outlook, NSE EPR. * Based on average market cap over the last three months of the period and actual noninal GDP for the last four quarters. GDP
data from FY23 onwards is based on the base year 2022-23.

Figure 85: Market cap growth across key indices in FY26 Figure 86: Market cap growth across deciles in FY26
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Source: NSE Indices, NSE EPR. Deciles have been created based on market cap as of March 31, 2026.

Share of the top 100 companies in total market capitalisation fell in FY26 while that

of Nifty Midcap 150 rose to multi -year highs: The share of Nifty 50 Index fell for the
third year in a row to 43.8% in FY26i the lowest level since the beginning of the analysis
(21 years), a result of the combination of its underperformance relative to the broader
market and influx of new listings ove r the last few years. The share of Nifty Next 50 also
fell to a three -year low of 15.6% as of March 2026. Importantly, the share of Nifty Midcap
250 Index surged to 21% by March 2026 i the highest since the beginning of our analysis,
reflecting the impact of outperformance of mid -caps over the last few years, and
particularly in FY26 following the US trade deal and better -than-expected corporate
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earnings. By contrast, the shares of small- and micro-cap companies, represented by the
Nifty Smallcap 250 and Nifty Microcap 250 indices, remained broadly steady at 9.9% and
3.9%, respectively.

Even so, the medium-term trend continues to point to a gradual dilution in the dominance
of the Nifty 50. Its share in the total market capitalisation of NSE -listed companies has
declined from 62.3% in FY14 to 43.8% currently, alongside a sharp expansion i n the
listed universe from 422 companies in FY96 to 2,979 by FY26. This shift reflects not only
a broader market base, but also stronger relative performance in non -large-cap
segments. Over the past five years, the Nifty Midcap 150 and Nifty Smallcap 250 h ave
delivered CAGRs of 16.7% and 15.5%, respectively, compared with 8.7% for the Nifty
50. Taken together, these trends point to a structurally deeper market in which mid - and
small-cap companies are contributing increasingly to both market breadth and lon g-term
return generation.

Figure 87: Index -wise distribution of total market cap of NSE listed companies (Rs lakh crore)

Rs lakh crore Index -wise market cap distribution of NSE listed companies
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Figure 88: In dex-wise share in total market cap of NSE listed companies
% Index -wise share in total market cap of NSE listed companies
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Source: Nifty Indices, NSE EPR.

Market HHI fell in the large -cap space in FY26: An assessment of market concentration

using the Herfindahl hHirschman Index (HHI), based on market capitalisation, suggests

7+!'7 F1%,!'v6 &48,7< 0!5.&7 +!6 $217,18&% 72 #52! %&1 29&5
sharply to an 11-year high of 173 in March 2020, when the pandemic shock drove

investors decisively towards large -cap stocks. Since then, however, the aggregate HHI

has moved lower in line with wider participation across market segments. As of March

2026, the HHI for the full universe of NSE-listed companies stood at 79 i the lowest level

since the beginning of our analysis (23 years).

Within the top 750 companies, concentration remained highest in the Nifty 50, although
even here the trend has been one of gradual moderation. The index recorded an HHI of
357 in March 2026, rising from 351 in the previous month, but witnessing a gradual
decline from the peak of 472 during the pandemic (March 2020). The Nifty Next 50 also
registered a sequential easing in concentration for the fourth consecutive year, with its
HHI declining sharply to 227 in March 2026 from 255 in the year -ago period. By contrast,
the HHI of Nifty Midcap 150 Index rose from 80 in March 2025 to a four -year high of 99
in March 2026, while the broader small - and micro-cap segments continue to exhibit low
concentration, with HHIs of ~50 each.

Overall, while periods of stress still trigger temporary rotations into large caps, the
market structure has become progressively more diversified. The sustained decline in
concentration reflects both an expanding listed universe and deeper investor
partic ipation beyond the top tier
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Figure 89: Index -wise share in total market cap of NSE listed companies
HHI of market capitalisation across different indices
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Decile-wise distribution of total market cap: A decile-wise analysis of market
capitalisation across the NSE-listed universe indicates that concentration in large -cap
stocks rose sharply during the pandemic, before easing as participation broadened
across the market. The share of the top decile reache d a record 86.8% in FY20, while the
top two deciles together accounted for more than 95% of total market capitalisation,
highlighting the pronounced flight to established names during a period of exceptional
uncertainty.

This concentration moderated in the subsequent four -year period before gradually
recoverin in the last two years. The share of the top decile declined to 81.8% by March

2024 and further to a six -year low of 80.1% in December 2024, before rising again to
82.3% by March 2025 and further to 83.4% in FY26 as investors rotated back towards

larger and relatively more resilient companies amid trade -related uncertainty,
geopolitical tensions and pervasive risk -aversion among foreign investors.

At the lower end, the share of bottom five deciles has steadily fallen in the last two years,
down from 1% of total market capitalisation in FY24 to 0.85% in FY25 and 0.76% in
FY26. That said, it is still reasonably above the pandemic low of 0.47%. Overall , the
pattern suggests that while episodes of uncertainty continue to trigger a short -term
preference for safety, the market structure remains meaningfully more diversified than it
was at the height of the pandemic, with mid - and small-cap segments retaini ng a stronger
presence in the aggregate market-cap mix.
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Figure 90: Decile -wise distribution of total market cap of NSE listed companies

Rs lakh crore Distribution of market cap of NSE listed companies by deciles
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Figure 91: Decile -wise share of total market cap of NSE listed companies
% Decile -wise share in total market cap of NSE listed companies
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Nifty50 performance attribution analysis

Indian equities had a volatile run in FY26:  After gaining 5.3% in FY25 and a strong
26.6% in the preceding year, equity markets turned volatile in FY26 amid an adverse
global backdrop. Trade frictions and tariff escalation, persistent geopolitical risks
(RussiahUkraine, West Asia and energy security concerns), and record FPI outflows i
driven by a shift towards relatively cheaper and Al -led global marketsi weighed on
sentiment. The weakness culminated in March, when the Nifty 50 declined 11.3%, its
sharpest monthly fall since March 2020 ( -23.2%).

Domestic flows, however, remained a key counterbalance. DllIs recorded net inflows of
Rs 8.5 lakh crore in FY26, the highest on record, with March alone seeing inflows of Rs
1.4 lakh crorei the largest monthly figure to date. This was supported by sustained retail
participation through mutual funds, with average SIP inflows rising to Rs 29,132 crore per
month in FY26 (vs. Rs 24,113 crore in FY25) and reaching a record Rs 32,087 crore in
March after a brief dip in February.

Against this backdrop, the Nifty 50 ended FY26 lower by 5.1%. Financials and IT were the
principal drags, reducing index returns by 3.6pp and 3.0pp respectively. In US dollar
terms, the Nifty 50 declined a sharper 14.4%, reflecting the impact of an 11%
depreciation in the rupee. Broader markets showed mixed trends: the Nifty Midcap 150
rose 1.6%, while the Nifty Smallcap 250 and Microcap 250 declined 5.4% and 8.7%
respectively.

Market conditions improved at the start of the new fiscal year. A partial easing of tensions
in West Asia helped stabilise crude prices and temper risk aversion, while softer bond
yields and a pause in FPI outflows supported sentiment. Continued domestic i nstitutional
buying and more reasonable valuations following the March correction provided further
impetus. As of April 15 th, 2026, the Nifty 50 has rebounded by over 8.5%, broadly in line
with the recovery across emerging markets .

Figure 92: Sector -wise contribution to Nifty 50 price return in the last 12 months

Contribution to Nifty50 Index percentage change (One  -year)
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Source: LSEG Workspace, CMIE Prowess, NSE Indices, NSE EPR.
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Figure 93: Sector -wise contribution to Nifty 50 Index change (points) in the last 12 months

Contribution to absolute Nifty50 Index change (One  -year)
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Figure 94: Nifty 50 Index monthly movement across sectors over the last 12 months
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Source: LSEG Workspace, CMIE Prowess, NSE Indices, NSE EPR.
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Figure 95: Nifty 50 Index monthly return across sectors over the last 12 months
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Figure 96: Sector -wise Nifty50 Index attribution (200  5-)

Points Sector -wise Nifty50 Index attribution
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Source: LSEG Workspace, CMIE Prowess, NSE EPR.

The relative outperformance of Industrials, Energy, Communication Services and Materials

in FY26 led to a notable increase in their weights in the Nifty 50, rising by 144 bps, 108

bps, 97 bps and 70 bps to 7.7%, 11% (an 18 -month high), 5.3% (a 16 -year high) and 7%
(a 27-month high), respectively. This rebalancing was largely offset by declines in

Information Technology, Financials and Consumer Staples.
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The weight of the IT sector fell sharply by over 3 pp during the year to a 200 -month low of
8.9% in February before recovering marginally to 9.4% in March 2026. Financials also saw
a meaningful reduction, with their weight declining by 185 bpsto a 14 -month low of 35.5%
by March. Consumer Staples followed a similar trend, with its weight falling by 88 bps to
6%, just 6 bps above its 200 -month low recorded in the previous month .

Figure 97: Nifty 50 sector weightage ( March 2025)
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Figure 98: Nifty 50 sector weightage ( March 2026)
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Figure 99: Sector weights in the Nifty 50 Index (200 5-)
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Table 29: Top five Nifty 50 Index gainers in the last 12 months

Security name Security symbol REIONCZ)] c:)nnczﬁ)l;:f;z;r?t(ltj)/g contriblljzgﬁx(ggii?s%e
State Bank Of India SBIN 26.9 1.0 230
Bharti Airtel Ltd. BHARTIARTL 2.8 0.7 165
Titan Company Ltd. TITAN 29.0 0.3 75
Bharat Electronics Ltd. BEL 33.0 0.3 75
Reliance Industries Ltd. RELIANCE 5.4 0.3 71
Total 2.6 616
Nifty 50 Index NIFTY 50 -5.1 -5.1 -1,188

Source: LSEG Workspace, CMIE Prowess, NSE EPR.

Table 30: Top five Nifty 50 Index losers in  the last 12 months

Security name Security symbol RENCZ)] Ci)nn(:ﬁz:f;(;:t;/g contribdzgﬁx(::i?:s%e
H D F C Bank Ltd. HDFCBANK -19.8 -2.7 -631
Infosys Ltd. INFY -20.4 -1.2 -293
Tata Consultancy Services Ltd. TCS -33.6 -1.2 -289
I TC Ltd. ITC -29.8 -1.0 -239
1 C1CIBank Ltd. ICICIBANK -10.6 -1.0 -225
Total -7.1 -1,677
Nifty 50 Index NIFTY 50 -5.1 -5.1 -1,188

Source: LSEG Workspace, CMIE Prowess, NSE ERR

Valuation analysis

Market valuations eased further amid a sharp sell -2 ' ' , 1 Aftelspakihgnin
October 2025, market valuations have moderated steadily, with the correction extending
into early 2026. The compression reflects a broad -based sell-off driven by renewed FPI
outflows amid escalating tensions in West Asia, rupee depreciatio n and higher energy
35, $&6k Q+ &-miénth forward P/K de6linefd $harply from 21.5x at end -2025 to
18x by 7 April, before recovering modestly to 18.7x by 14 April, bringing it to roughly 10%
above its long-term average. A similar adjustment is evid ent on a price-to-book basis.
The forward P/B eased to 2.8x from 3.2x a quarter earlier, narrowing the premium to
about 11% over the long-term average of 2.5x. In effect, valuations have reset
meaningfully over the past month, moving closer to historical n orms and providing room
for the tactical rebound observed in April.

I B9&1 !'6 9! /8! 7,21 35&0, 8ndian&quitieB Bave&ht8rically, &6 526 &m

75! %&% ! 7 ! 35&0, 80 72 27+&5 &0 &5 (, 1¢( 0!/'5. &76n 5&'

macroeconomic fundamentals and relatively more durable growth profile. That premium
moved meaningfully through FY26. It narrowed sharply in the ear ly part of the year as
India underperformed several key emerging market peers and briefly moved close to its
long-period average by mid-October 2025. It then widened over the next two months as
domestic equities outperformed the broader EM pack, before eas ing somewhat in
January and rising again in the closing months of the fiscal year despite the correction in
local markets.

On a 12-month forward P/E basis, MSCI India currently trades at a premium of about
73% to EM peers, compared with roughly 58% in early February. While this marks a
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recovery from the lower levels seen during FY26, it remains well below the peak of 91%
seen in 2025 and the extreme of 110% reached in September 2024. Even so, the current
premium is still about 16 percentage points above the 15 -year average.

The compression has been more pronounced on a forward P/B basis. Here, the premium
has declined on a more sustained basisi from 128% in April 2025 to about 53%
currently. This is materially below the long -term average of 87% and places the premium
more than one standard deviation below its historical mean. Overall, the message is
clear: India continues to command a valuation premium over emerging markets, but that
premium has moderated significantly from the elevated levels seen in late 2024 and early

2025.
Figure 100: Nifty 50 NTM P/E trend for last 15 years Figure 101: Nifty 50 NTM P/B trend for last 15 years
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Figure 102: Nifty 50 NTM P/E (Last three -year trend) Figure 103: Nifty 50 NTM P/B (Last three -year trend)
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Figure 104: Five-year trend of Nifty 50 values at different ~ 12-month forward P/E bands
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Figure 105: NTM P/E of MSCI India vs. MSCI EM (15 -year Figure 106: NTM P/B of MSCI India vs. MSCI EM (15 -
trend) year trend)

MSCI India currently trades at a premium of 73%toMSCI L1 [\V 0 " 25: 1 5% M2?n F1%, ! vt
EM on 12-month forward P/E, improving marginally from EM hasdeclined sharply from 128% by April v \ to 53%
the previous month but much lower than 110% in Sep v \.” currently, much below the long-term average of 87%.
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Figure 107: NTM P/E of MSCI India vs. MSCI EM (Last Figure 108: NTM P/B of MSCI India vs. MSCI EM (Last

three -year trend) three -year trend)
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Figure 109: Nifty 50 forward earnings yield* vs. 10  -year G-sec yield
Spread between Nifty 50 forward earnings yields and 10-year G-sec yield
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Source: LSEG Workspace, NSE EPR. * Forward earnings yield for Nifty 50 is calculated as (1/12month forward PE).
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Fixed income market performance

Table 31: Performance of key debt indices (As of March 31, 2026) ‘
Absolute returns (%) CAGR returns (%)
M 3M 6M 1Y 2y 3y 5Y

Category Index name

Nifty 5yr Benchmark G-sec Index

G-sec Nifty 10 yr Benchmark G-Sec
Nifty Composite G-secIndex & (21)
SDL NIFTY 10 Year SDL Index

NIFTY AAA Ultra Short Duration Bond Index
NIFTY AAA Short Duration Bond Index

) NIFTY AAA Low Duration Bond Index 0.3 11 25 6.3 6.9 7.1 6.0

AAA credit NIFTY AAA Medium Duration Bond Index (0.8) (0.3) 0.7 4.4 6.1 6.5 5.4

NIFTY AAA Medium to Long Duration Bond Index (2.0) (2.0) (0.1) 2.6 5.3 6.2 5.2

NIFTY AAA Long duration Bond Index

NIFTY Liquid Index . 06 15

NIFTY Money Market Index

NIFTY Ultra Short Duration Debt Index

NIFTY Short Duration Debt Index (0.2) 0.6 1.9 6.9 7.1 6.1
Composite NIFTY Low.Duration Pebt Index 7.2 7.3 6.3

NIFTY Medium Duration Debt Index (0.9) (0.2) 0.9 4.7 6.5 6.9 5.9

NIFTY Medium to Long Duration Debt Index (2.3) (2.0) (0.5) 1.8 5.2 6.2 55|

NIFTY Long Duration Debt Index (2.2) (2.9) 35 5.5 5.0

NIFTY Composite Debt Index 1.3) (0.9) (0.1) 2.4 5.5 6.4 5.6

NIFTY Corporate Bond Index . (03) 0.4 1.6 57 68 7.1 6.1

Source: NSE Indices, NSE EPR.

Global fixed income markets experienced significant volatility in FY26: The early part
of the year was marked by divergence across regions: while the US witnessed upward
pressure on long-term yields due to sticky inflation, rising fiscal deficits, and a sovereign

rating downgrade, European and Asian markets generally benefited fro m low inflation
and accommodative monetary policy. However, from mid-2025, global bond markets
came under pressure amid renewed concerns over fiscal sustainability in major

economies, trade tensions, and inflation risks, resulting in a broad -based rise in yields.
In the second half of the fiscal year, expectations of monetary easing hparticularly in the
advanced economieshsupported a rally in sovereign bonds, leading to moderation in
yields, especially at the short end, even as long-term yields remained elevated due to
heavy government borrowing and fiscal challenges.

This easing trend extended into early 2026, with declining yields across major markets ,
supported by softer inflation and rate cut expectations. However, the recent escalation
of the West Asia Crisis has introduced a new layer of uncertainty into the markets from
late -February 2026, reigniting concerns of rising inflation and a potential slowdown in
economic growth, triggering a global bond sell -off. The US 10-year Treasury yields
increased 36 bps MoM reaching 4.32% in the month of March, reflecting a marke d
pullback of the Fed rate -cut bets, while UK 10-year Gilt yields and German 10-year Bund
yields increased 61bps MoM and 35 bps MoM during the month. Japan saw its JGB yields
reach multi -year highs as global rates climbed.
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Figure 110: Sovereign yields curve across major Figure 111: Change in sovereign yields across major
economies as on March 31, 2026 economies in FY26
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F1%,!v6 629&5&, (1 #21% <, &/ %6 &! 6 &% &! 5/ <n 67! #,/, 6&%n 7+,
in FY26: Indian G-Sec markets during FY2025h26 were largely shaped by an

accommodative monetary policy environment and positive impact of inclusion in global

bond indices, followed by intermittent pressures from fiscal concerns, global cues, and

evolving policy expectations. The year began with a strong rally, as yields declined

sharply across the curvehparticularly at the short end hsupported by benign inflation,

surplus liquidity, favourable growth outlook and the O ? F fvoft-loaded rate cuts and

open market operations. The 10-year benchmark yield fell to multi -year lows around

6.2% in June 2025hnearly 40 bps lower from April 2025 opening hwhile shorter

maturities saw even steeper declines, leading to a pronounced steepening of the yield

curve. However, from June onwards, the r ally moderated as the RBI shifted its stance to

ulé&875!'/vn %' 03&1,1( &; 3&%7! -End3idlds bepdn to'inB5 7 +&5 &!' 6, 1(n ! 1%
higher even as short-end rates remained anchored.

By December 2025, 10-year yields had retraced to 6.6% due concerns over INR
depreciation and elevated government borrowing , which kept term premia high. At the
same time, supportive factors such as easing inflation, liquidity injections, and
intermittent FPI inflows helped contain sharp spikes in yields. Despite an overall easing
bias in policy (with cumulative rate cuts of around 125 bps during the year), the
transmission was stronger at the short end, while long -term yields remained elevated,
reflecting p ersistent concerns around fiscal dynamics, global interest rate movements,
and supply overhang. Towards the end of the year, the West Asia crisis drove renewed a
surge in G-Sec yields, with 10-year benchmark crossing 7% by April 2026, amplified by
spike in crude prices, sell-off in bonds and foreign currency outflows.
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Figure 112: India 10Y G -sec yield i long-term trend Figure 113: India 10Y G -sec yield i last one -year trend
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Figure 114: India sovereign yield curve Figure 115: Change in sovereign yields across the
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Figure 116: India sovereign bonds term premia
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Figure 119: Inflation, yields and spreads in India vs. US
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SGS yields softened early but rose sharply on sustained borrowing pressures in
FY26: SGSyields broadly tracked movements in G -Secs, maintaining a stable premium
during the first half of the fiscal year . This premium widened in the second half, primarily
driven by elevated borrowing levels and shifting fiscal dynamics. State government
borrowings reached an all-time high of Rs 12.8 crore in FY26, more than 4x the levels
seen a decade ago, which has pushed SGS yields to rise faster than GSecs. Spreads over
G-Secs expanded from 45-47 bps in April 2025 to 90 bps by September 2025 and
subsequently remained elevated within a range of 70 h100 bps for the remainder of the
year, reflecting continued fiscal pressures and supply overhang coinciding with a
pullback in demand from major institutional investors h the traditional anchors of the SGS
market.

Figure 120: Spreads between 10 -year SGSand G-sec yields
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Figure 121: Annual state government borrowings Figure 122: State government borrowings in the last
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Corporate bond market performance

Corporate bond market exhibited a mixed but resilient performance  in FY26: The first

half of the fiscal year was characterised by a softening in yields and robust issuance

1'$7,9,7<n 6833257&% #< #&1, (1 ,1'/'!'7,21n 6853/86 [/, 48, %, 7
accommodative policy stance. Corporates increasingly tapped bond ma rketsh

particularly in Q1 hto take advantage of lower borrowing costs . Corporate bond issuances

touched Rs 2.79 lakh crore in Q1FY26 before moderating to Rs 2.13 lakh crore and Rs

2.02 lakh crore in Q2 and Q3 respectively as yields firmed up amid ! 6+,"'7 ,1 7+& O?Fv6
stance and heightened fiscal and global uncertainties , prompting issuers to pivot towards

bank financing. Issuance activity rebounded towards the end of the final quarter to Rs

3.72 lakh crore, as issuers rushed to meet year-end funding targets, pushing cumulative

borrowings for FY26 above the levels recorded in FY24 and FY25. By early 2026, yields

on AAA-rated 10-year corporate bonds averaged around 7.5%, compared to 7.08% in Q1

and 7.25% during Q2 and Q3. Average yields for AA+-rated bonds, on the other hand,

crossed 8% in the final quarter. T he West Asia crisis led to a spike in global oil prices and

renewed inflation concerns, triggering a sell -off in bond markets and pushing corporate

bond yields higher in line with G -Secs.

Figure 123: Monthly trend in corporate bond issuances
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Source: NSDL India Bond Info, NSE EPR.
Note: 1. Includes issuance of fully and partly convertible corporate bonds.
Table 124 : Fiscal trend in corporate bond issuances
FY24 FY25 FY26
Amount raised (Rs 978,633 1,050,361 1,066,984
crore)
Public 321,039 418,393 279,349
Private 657,595 631,968 787,635
No. of Issues 4,528 4,747 4,688
Public 132 148 149
Private 4,396 4,599 4,539

Source: NSDL India Bond Info, NSE EPRNote: 1. Includes issuance of fully and partly convertible corporate bonds.
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Figure 125: Corporate bond term premia between 10 -year and 1 -year yields
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Figure 126: AAA-rated corporate bond yield curve Figure 127: AA+ rated corporate bond yield curve
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Figure 128: Change in AAA corporate bond and G -sec Figure 129: Change in AA+ corporate bond and G -sec
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Figure 130: Spreads for one-year AAA-rated Figure 131: Spreads for three -year AAA-rated

corporate bonds across segments corporate bonds across segments
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Figure 132: Spreads for five -year AAA-rated Figure 133: Spreads for 10 -year AAA -rated corporate
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Commodity market performance

Global commodities in flux: War shocks and cross -sector divergence h Global
commodity markets in March 2026 were driven by the West Asia conflict, creating sharp

cross-sector divergences. Crude oil surged over 63% MoM to nearly US$120/bbl due to
supply disruptions and the Strait of Hormuz blockade. In contrast, precious met als
declined as inflation fears strengthened the US dollar and raised real interest rates,

reversing safe-haven demand. Industrial metals were mixed i aluminium rose on supply
shocks, while copper and other base metals weakened amid demand concerns and
persistent surpluses, with tin correcting sharply. Iron ore diverged, gaining on strong

Chinese demand and policy support. Agricultural commodities also rose, as fertilizer

supply disruptions increased input costs and constrained crop supply, reinforcing cost -
push inflation in food markets.

1 Energy sector: @5 8 %& 2, / 35, $&6 685(&% "] k] -
nearly US$ 120/bbl, primarily driven by severe supply disruptions after the
outbreak of the West Asia crisis late last month. The ongoing conflict has caused
significant damage to infrastructure , including Iranian drone and missile attacks on
oil facilities in UAE and Qatar, leading to force majeure declarations and
significantly impacting production. Additionally, the blockade of the Strait of
Hormuz, also exposed the shipments to higher shipping costs and reduced oil flows
from regions near it, which are some of the largest oil producers in the world.
Reflecting sustained geopolitical pressures, crude oil prices rose 58.3% over the
year ended March 2026.

1 Precious metals: Despite the ongoing geopolitical crisis, precious metals
5&(, 67&5&% ! $2817&5,178,7,9& %&$/, 1&
initial safe -haven dynamics. Prices of precious metals fell across the board: Gold (-
12% MoM), Silver (-20% MoM), Platinum (-19.4% MoM) and Palladium (-19.2%
MoM). Oil prices crossing US$100 per barrel intensified global inflation concerns,
strengthening the US dollar and raising expectations of prolonged monetary
tightening. This macro-financial shift pushed up expect ed real interest rates,
undermining the appeal of non -yielding assets like gold and silver. Palladium
continued to face structural headwinds from weakening auto -catalyst demand
amid the rise of electric vehicles. However, on an annual basis, the trend remained
strongly positive: gold and silver rose sharply by 48% and 120%, respectively,
while platinum and palladium also recorded substantial gains of 92% and 47%,
benefitting from a late -2025 catch -up rally.

1 Industrial metals: Industrial metals exhibited divergent trends amid supply
6+2%.6 !'1% 0!$52 +&! %:,1%6k >/80,1, 80
and 40% YoY. The surge is a direct response to Iranian drone and missile strikes

+,(+&5 J2J3

29&5 J!5v\ " n

5&'

35, %$&6 , 1$5&! 6&%

21 7:2 2 7+& 25/ %ve [/ !5(&67 352%8%7,21 6,7&6m BO,

Abu Dhabi and Aluminium Bahrain (Alba). These facilities account for roughly 9%
of global primary supply. Additionally, the blockade of the Strait of Hormuz has
hampered regional shipping, further constricting supply to international markets.
Concerns over energy supplies for smelting, along with overall supply chain
instability, pushed premiums higher. Meanwhile, copper prices have come under

35&6685& ,1 5&%$&17 : &&. 6n & as¥adrd heatiwirgly \ °

combine with softer physical demand signals. There are growing fears that higher
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energy prices driven up by the West Asia crisis could pummel economic growth and

weaken near-term metal demand. At the same time, rising exchange inventories,

increased refined output in China and weaker Chinese import demand suggest the

tight market that supported prices in recent months may be starting to unwind.

K&9&57+&/ &66n $233&5 35, $&6 5&0!, 1&%-83 \Va- ,1 7+& <&!
4.1% MoM) and zinc (-2.4% MoM) remained under pressure by persistent global

surplusesi %5, 9&1 , 1 3! 5 7 produstionFekpraian&adid new 6nine

supplyi though both posted modest annual gains of 7.8% and 13.5%,

respectively. | &! % 5&0! , 1&% 68# %8&% w©wA\ k~"- J2Jo A_ka- V2V¥n
broadly balanced but stagnant market structure. Tin ( -19.3% MoM), having surged

sharply in a speculative rally earlier in the year (+26.7% YoY), underwent a natural

correction as elevated prices dampened spot demand. These metal -specific

weaknesses were compounded by a broader risk -off environment triggered by the

oil price shock from th e Iran conflict, which strengthened the US dollar and raised

stagflation concerns, thereby reducing investor appetite for cyclical industrial

metals. In contrast, iron ore prices (+8.9% MoM; +4.7% YoY) rose to multi -month

+, (+6 ,1 J!5v\ " oo6rklhElnese Rigerom productiorh gost -Lunar

New Year restocking, and strong demand from infrastructure and non -property

6&$7256k B; 3&%7!'7,216 2' $217,18&% 021&7!5< !1$3$2002%! 7,
of China further buoyed sentiment, allowing iron ore to decouple from broader base

metal trends and reflect localized demand resilience rather than global macro

headwinds.

1 Agricultural sector: M5, $&6 2 '!'(5, $8/ 785!/ $2002%, 7, &6 75&1%&% +,
driven primarily by supply -side shocks emanating from the US-Israel -Iran conflict.
The disruption of the Strait of Hormuz i through which roughly one -third of global
seaborne fertilizer trade flow si triggered a fertilizer price spike, exacerbated by
export restrictions from key producers such as China and Russia. Higher fertilizer
and energy prices raised production costs and curtailed planting intentions for
input-intensive crop s like corn and wheat, tightening expected supply and pushing
35, %$&6 83:!5% ,1 J!5v\"° o@251m ¢™Mkoo- J2Jo T+&!7Tm ¢MkT
time, relative demand dynamics shifted, with soybeans benefiting from lower
fertilizer dependence (Soyabean: +0.5% MoM) and strong forward demand
commitments from China, while cotton and sugar prices (6.9%/12.3% MoM)
firmed due to rising input and logistics costs. The net effect was a broad -based
increase in agricultural prices, reinforcing the cost -push channel from energy and
input markets to food commodities i corroborated by World Bank data showing the
'!'(5,%$8/ 785!/ 35,%$& ,1%&; ,1%$5&!6,1Onénk_- ,1 J!5v\ " n =, 7
annual basis, trends were more heterogeneous and reflect underlying structural
%5, 9&56Kk P2<! #&!1 35, $&6 526& -Jear-import6 83 3257&% #< @+, 1
commitments (~25 MMT annually) and rising biofuel demand. Wheat increased
16.5%, underpinned by sharply reduced planting and expectations of historically
low output. Corn remained broadly flat @ ¢ Xk \ - ¥ n | 6 -plish §athsoffet $26 7
a year marked by weak export demand, particularly a collapse in Chinese imports.
In contrast, sugar declined sharply ( -16%) due to a global supply gluti driven by
record production in Brazil, India, and Thailand i with the March price spike
representing a temporary reversal linked to higher oil prices and ethanol diversion
rather than a sustained trend shift.
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Figure 134: Movement in key commaodity indices
(As of April 15™, 2026)
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Figure 135: Movement in key commodity indices since 2020
Rebased to 100 on March 31%t, 2020 (As of April 15", 2026)
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Figure 136: Returns of key precious metals in 202 4, 2025 and 202 6 till date
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Figure 137: Returns of key industrial metals in 202 4, 2025 and 202 6 till date

(As of April 15™, 2026)
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Figure 138: Returns of key agricultural commodities in 202 4, 2025 and 202 6 till date
(As of March 15™, 2026)
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Figure 139: Returns of key energy commodities in 202 4, 2025 and 202 6 till date
(As of April 15™, 2026)

Source: LSEGWorkspace, NSE EPR.
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