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NSE at a glance

NSE’s global positioning

NSE’s positioning and reach
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Largest multi-asset class

exchange

Third largest equity exchange
by no. of trades (16.8% share

in FY25 as per WFE)

1

Largest derivatives exchange

by contracts traded (FY25
share: 78.2% in eq. F&O as

per WFE)

8

* as of July 31, 2025

Market capitalization*

Catalyst for capital formation

Rs 12.1 lakh cr

Total equity
capital raised

2,819

Companies
listed*

*Includes companies listed on NSE Emerge
#As of August 31%, 2025

Unique investor base

Three-month rolling share (%)

EQ Cash 92.6
coruures |
EQ Options* 76.4
pxceuves . |
peopiors” RN

* Based on premium turnover
** As of August 31%, 2025

Dedicated MSME platform

Rs 19,540 cr
Total
capital 663
raised 149
since Cos
FY12 listed *

Cos.
migrated

to main
board

* Data includes companies that are migrated to
Mainboard

Investor growth

1,318 Trading members

99.85% Pin codes covered

11.9 Crore Unique registered PANs
Total passive AUM

US$99.4 bn* (domestic + global)
tracking Nifty indices

US$5.0trn Market capitalisation of

NSE listed cos.

As of August 31, 2025, unless specified otherwise;

*As of July 31%, 2025.

NSE’s contribution to the economy

Market capitalisation
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New investor registrations
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The top five states (UP, MH, GJ, TN, RJ) accounted for
45.6% of new investor registrations in Aug’25.
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Key macro charts

Growth outlook robust

Real GDP growth Industrial activity muted PMI in the expansion zone
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Inflation at over eight-year low; RBI to remain data-dependent on rates
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External situation comfortable; forex reserves around the US$700bn-mark in August
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Fiscal prudence but with higher capex
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Key market charts

Performance across asset classes

Fixed income Currency
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Category-wise net inflows into Indian equities
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NSE Research Initiative 2.0

This initiative is for academic research in finance and economics, offering
monetary grants and access to NSE data/compute resources, fostering a vibrant
research community and shaping market development and policy.

Process

Sample research areas:

- Capital markets

e Market regulations, marketmicrostructure
e High-frequency/algorithmic trading

- Market efficiency and risk management

e Corporate governance and ESG

e Corporate finance

- Behavioural finance

- Banking, and financial services

- Financial economics, broader economy

Grant opportunities:
« Short-term (up to 5 months): Rs 1 lakh
« Long-term (up to 10 months): Rs 2 lakh

Application:
e Proposal submission through the year
e Reviews in a quarterly cycle

What’s in store for you?

Guidance:
- Benefit from feedback and insights
from experienced external guides

Validation:

« Gain validation and recognition for your
work through the program

- Best paper awards

Presentation:

e Present your findings at conferences
and/or NSEmanagement

« A summarized version to feature in NSE’s
flagship publication, Market Pulse

e Final working papers to form part of
NSE’s Working Paper series

Proposals invited from academia, think tanks, and research institutions.
Write to nseri@nse.co.in to apply.

To know more, scan the QR code or visit
www.nseindia.com/research/research-initiatives


mailto:nseri@nse.co.in
http://www.nseindia.com/research/research-initiatives

QD NSE

Call for Submissions

NSE Best Thesis Award for Financial Economics

The Best Thesis Award in Financial Economics is constituted by the NSE to encourage research
and disseminate cutting-edge theory and practice in the area of Capital Market.

The NSE award is given for the best Ph.D. thesis in financial economics with special reference to
capital market in India submitted by a recent Indian PhD (2025 graduate at the time of submis-
sion) from an Indian University or an Indian Economic Institute.

The NSE prize will carry a merit certificate and cash award of Rs. 50,000/- to be given to the
best thesis. The IEA invites scholars across the country for their entries. The result will be
declared by a committee constituted by the IEA President. A copy of the thesis is to be submit-
ted latest by 30th October, 2025 to the Joint Secretary, IEA.

Venue:
108th Annual Conference is going to be organized at Vels University, Chennai, Tamil Nadu during
27-29th December 2025.

Copy of the thesis is to be submitted to

Dr S. Narayanan

Joint Secretary & Chief Coordinator, Indian Economic Association
Assistant Professor, P.G. & Research Department of Economics,
Dwaraka Doss Goverdhan Doss Vaishnav College, Chennai.

Tamil Nadu.

Mob: 9884513004

E.Mail: narayanan.econ@gmail.com

Submissions to be emailed to narayanan.econ@gmail.com and cc to nseri@nse.co.in
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Executive Summary

National priorities, corporate signals
“In the short run, the market is a voting machine, but in the long run it is a weighing machine.” — Benjamin Graham

Corporate earnings, in other words, are more than quarterly scorecards. They are signals that link micro performance
with macroeconomic outcomes, fiscal stability, and investor confidence in the long-term growth trajectory. The
September edition of NSE Market Pulse takes this lens to the Q1FY26 results, drawing out what they reveal about
India’s corporate resilience amid global turbulence, fiscal adjustment, and volatile capital flows.

The global economy continues to surprise on the upside. Weaker-than-expected jobs data have raised the likelihood
of a sizeable Fed rate cut in the coming months, sustaining momentum across risk assets. IMF’s July upgrades to
global growth forecasts underscored this resilience. US GDP growth held firm at an annualised 3.3% in Q2, even as
labour markets softened, while China’s equities rebounded strongly in August on tariff reprieves and policy support.

India’s macro indicators were mixed but broadly stable. GDP growth for Q1FY26 printed at 7.8%, ahead of
expectations, confirming the resilience of domestic demand and a low deflator too, with nominal growth at 8.8%. The
balance of payments benefitted from a surplus capital account, even as widening of trade deficit shifted current
account balance into deficit in Q1 (0.2% of GDP)—with headwinds looming from tariff uncertainty on exports. Simplified
GST rates, designed to ease compliance and boost consumption, underlined the government’s focus on efficiency
gains, with near-term fiscal impact likely to be limited and nullified over time with increasing economic activity. The
rupee, however, touched record lows of 88.2 per dollar in late August, down 0.7% for the month and 3.1% over three
months. This was despite the 6% drop in DXY index this fiscal, underscoring the strain of portfolio outflows and tariff
pressure. A sovereign rating upgrade and easing inflation provided some support to macroeconomic conditions.

Global equities extended gains in August, supported by strong earnings and Fed easing hopes. The MSCI World Index
advanced 2.5%, led by the US where the S&P 500, Nasdaq, and Dow all reached new highs. Small caps in the US
markets joined the rally, with Russell 2000 up nearly 7%. Japanese equities benefited from supportive monetary policy
and a weaker yen, while Chinese equities surged 8% on the back of temporary suspension of tariff hikes and the
government’s anti-involution campaign aimed at reducing excess capacity and curbing competition. Emerging markets
gained 1.2% in August (YTD: +18.7%), buoyed by dollar weakness.

Indian equities underperformed for a second straight month. The Nifty 50 fell 1.4% in August after a 2.9% decline in
July, eroding most of the year’s gains. Heavy FPI outflows—the sharpest in seven months—reflected the impact of
punitive US tariffs. DIIs remained resilient, however, marking the 25th consecutive month of net buying and cushioning
losses. Markets staged a partial recovery in early September on GST sentiment, though headwinds remain. Despite the
near-term weakness, Indian equities have outperformed EM and DM equities over long horizons (NIFTY50 25-year
CAGR 12.1% vs. 4.4% each for MSCI EM and MSCI World).

Our anchor theme in this edition, the Story of the Month, is the Q1FY26 earnings review. Results showed a meaningful
recovery in corporate profits, supported by margin tailwinds even as topline growth remained modest. Nifty 50
companies posted revenue growth of 6.2% YoY, the fourth consecutive quarter of ~6% growth, while Nifty 500
companies recorded a slightly lower but steady 5.9% YoY. Excluding the Energy sector—which was weighed down by
softer crude prices and weaker refining margins—revenue growth improved to a three-quarter high of 7.6% for Nifty
50 and 8.1% for Nifty 500 companies.

Operating performance strengthened notably, aided by lower input costs, cost rationalisation, and a favourable base,
leading to significant margin accretion. The EBITDA margin for Nifty 50/Nifty 500 companies (ex-Financials) climbed
to nine-year and four-year highs of 23.3% and 19.8%, respectively. Margin gains, together with lower interest
expenses following the 100bps policy rate cut earlier this year, boosted profitability. Consequently, aggregate PAT
growth for Nifty 50/500 companies returned to double digits at 14.8%/13.2% YoY.
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Notwithstanding this improvement in profitability, consensus earnings estimates have continued to face downgrades
amid tariff-related pressures, though the pace of revisions has moderated, suggesting the downgrade cycle may be
nearing its trough. Importantly, the macroeconomic backdrop—aided by easing inflation, lower rates, fiscal measures,
and healthy monsoon-driven rural demand—remains conducive for the earnings trajectory in the quarters ahead.

Our Chart of the Month examines the tax contributions of India’s listed corporates compared with their unlisted
counterparts over the last decade. The data show that listed firms, while smaller in number, contribute
disproportionately to corporate tax revenues. Their payments have broadly tracked GDP growth, though with greater
cyclicality reflecting earnings volatility. By contrast, unlisted companies, despite their larger role in output and
employment, account for a more modest share of direct taxes. These patterns underscore the fiscal importance of
listed corporates: strong earnings translate into stronger tax flows, creating space for public investment and supporting
growth. As GST rationalisation reshapes fiscal arithmetic, the earnings strength and compliance of listed firms provide
critical fiscal stability.

Decades of research confirm that earnings are among the most informative financial events. This month’s Insights
section curates ten seminal papers to contextualise India’s Q1 results. Ball and Brown (1968) and Beaver (1968)
established that earnings announcements systematically move prices, volumes, and volatility. Bernard and Thomas
(1989) documented the Post-Earnings-Announcement Drift, whereby markets underreact initially, with returns drifting
in the same direction for weeks. Sloan (1996) showed that accrual-driven profits are less persistent than cash-driven
ones, highlighting why not all earnings growth creates lasting value.

Later studies by Barber, De George, Lehavy, and Trueman (2013), and Savor and Wilson (2016) identified an earnings-
announcement premium, with higher returns accruing in months when results are declared, especially in periods of
high idiosyncratic risk. Aggregate dimensions have been explored by Kothari, Lewellen, and Warner (2006),
Konchitchki and Patatoukas (2014), and Shivakumar and Urcan (2017), who demonstrated that broad-based earnings
growth predicts GDP, inflation, and discount-rate news.

For India, Q1FY26’s muted topline but record margins fit these patterns. Profitability shocks carry systematic
implications; revisions influence asset prices; and aggregate earnings growth provides a forward-looking signal on
macro stability.

Our September’s edition completes the four-month arc. June highlighted national priorities and global consequences;
July, national priorities and private consequences; August, national priorities and shared prosperity. This month, the
focus is on national priorities and corporate signals.

Amid record highs in global markets and underperformance at home, corporate results offer India’s clearest indicators
of resilience. Through their earnings and tax contributions, listed companies link firm-level performance to fiscal
strength, macro stability, and investor confidence—serving as both signal and stabiliser in an uncertain environment.

As India navigates external shocks and domestic adjustments, corporates will remain central to sustaining growth,
anchoring fiscal capacity, and shaping investor confidence. On that note, we present the September 2025 edition of
NSE Market Pulse. As always, comments and suggestions are welcome.

Tirthankar Patnaik
Chief Economist

7/369



Market Pulse

September 2025 | Vol. 7, Issue 9

Table of Contents

NSE Qt @ SlaNCe «.ivuiuiiiiieiiiiiiieiiiiaiieiieiieiteeteessestestosisstessesssssssssesssstasssssassssssssssssssssssssssssssssssssssssssssssssssassassanses 3
KEY MACKO ChAIES ...viiiiiiiiiiiiiiiiiiiiiiiieiieieieettesiesietistestestsessessessestossessasssssssssesssssssssssassassssssssssssssssssassassassanses 4
KeY MArKet CRArtS ....iuuieiiiiiiiiiiiiiiieiieiieiiiitieiieiieiieteetsessessestestossessessassssssessessssssssassassssssssssssssssssassassassanses 5
EXECULIVE SUMMAIY ... cuieiiiieeieeiieniniieiiententencaccsessostostassassascascssssssssssassassassascassssssssssssassassassassssssssssssassassascascasens 6
Story Of the MONtN... oottt ceceectettestentostantascascascsssssssassassassascascasssssssssassassassassassanes 25
Q1FY26 Earnings Review: Margin tailwinds boost corporate profitability.......cccceecveeiiecieiiiciiiie e 25
Chart of the MONth ...t eese s esteaeeestesseseeseessssestessssestesnssssseanes 65
India’s corporate tax story: Growth and distribution treNdS.......ceei i e 65
[\ P Yod o =T oo T '] 1 17 80
QL FY26 GDP: A DiZ UPSIAE SUMPIISE weviieuriieiiiiieeeiiiteesseiteessstteeeseteeessaseeessaseeessassesessssseeesssssesesssssesesssssesessssseessssnnes 84
GST 2.0 Act I1, Scene I: A new chapter of new-gen GST reforms begins .....ccveviveiiieiiciiiee et 94
India’s sovereign ratings journey: Structural strengths and enduring conStraints ........cccceevecciieeiriiieeiesiee e 100
Industry: Manufacturing aids industrial activity, mining/electricity remain weakK .......cccoceeveciveiiiiiieeeeciee e, 108
Inflation: CPI inflation moderates t0 over ight-YEar LOW ......c.ueiiccuiiii ittt e e e e aaee e 112
RBI’s review of Monetary Policy Framework: Key highlights .........coccoiiiiiiiiiicee et 118
Union finances: Spending surges amid weak tax COLLECHIONS .......uiiicciiiiiccieic e e 125
Current account slips into deficit in Q1; overall BOP remains in SUIPLUS .....cevviiieecciiiiieeee et eeevree e e e e 129
Trade: Goods deficit widens led by higher imports and lower Oil IMPOrtS ......cccviiiiriieeiiriiieeeee e 137
Credit and deposit growth steady at @aroUNd L0%0.....uuiieciiiiiiriiiieiiiiee ettt e s e srre e s s e e e sssreeessssseeessassaeesens 140
Monsoon: Momentum picks up, reservoir levels robust and sowing near completion ........cccoeeveeeircieeeencvieeeesenneen. 145
Global snippets: Uncertainty lingers while geopolitical concerns abate to some extent .........cccoevvvieiniiviennineeenn. 148
01T T 3§ €SN 154
An Empirical Evaluation of Accounting INCOME NUMDEIS ........uuiiiiiiiiiiicciteee e ssrrrre e e e s s e ssabeaeeee e e senans 159
The Information Content of Annual Earnings ANNOUNCEMENTS......ciiiiiiiiciiiiieeeeee e e e e seirrrre e e e s s e ssaabraeeeeessenans 163
Post-Earnings-Announcement Drift: Delayed Price response or Risk Premium.......cccccevveiieiiniiieeiniieeescieee e, 165
Do Stock Prices Fully Reflect Information in Accruals and Cash flow about Future Earnings? ........cccceevvevveeeeennenn. 169
Stock Returns, Aggregate Earnings Surprises, and Behavioral FINANCE .......cccviiieciieiiniiieeieciieecscieee e esveee e 172
Aggregate Market Reaction to Earnings ANNOUNCEMENTS ....uiiccuuiieieiiieeeeiireeeesiteeeesreeesesseeesesseeesssssseeeessssenssssnsens 175
The Earnings Announcement Premium around the GLODE ........uviiiiiiiii e e e e e e 179
Accounting Earnings and Gross DOMESTIC PrOQUCT .......uviiiiiiiiciiiiieeec et e e seirree e e s s e e s abrare e e e s s e ssaasaaneeeeeseans 183
Earnings Announcements and SYStEMATIC RISK ..uuiiiiiiciiiiiiiiiiiecciiieeee et e e serarr e e e e s s s earar e e e e e s e ssnavnaneneees 186
Why Does Aggregate Earnings Growth Reflect Information about Future Inflation? ........ccccvviiiiiiiiiieneniieenennneen. 189
RETEIENCES ..ttt ettt et e sttt e sttt s bt e e st e e s be e e abe e s bt e e s ab e e s b e e e a b e e s bt e e h e e e s baeeeabee s bt e eanbeeebeeennneenn 193
Market PErfOrMANCEe.. .. o iiiiiiiiiiiiiiiecectettettettettestestescaessessestostassassassssssssssssassassassassasssssssssassassassassassanss 196
NPT = A o TU] a o LU o SRR 196
Performance aCroSS ASSET CLASSES ....eivriiriiieritieiiieertee ettt e sttt et esbt e e sab e sbeeesabeesbeessateesabeessnbeesabeeesnseesaseesnnneess 201

8/369



Market Pulse

September 2025 | Vol. 7, Issue 9

Equity market performance and VALUALIONS ........eeeiieiiiciiiiiirieee et eeeeecttreeeeeeeeeestabsreeeeeseesssssrsseseessensssnsssnns 203
Fixed income mMarket PErfOrMANCE .....uiiiii it e e e e e et e e e e e e e s e arbraaeeeeseseesnssaeeeesaesesnnnsenns 233
Commodity Market PEIfOIMANCE .......uueiiiiiiei ettt e e e e e e et ee e e e e e se e abbtaeeeeeeseseassttaeesesesesansseaneesessanns 243
CUITENCY MAIrKET PEITOIMANCE. .ciii ittt e e ee e crre e e e e e e e e et reeeeeeeses e sstaaeaeeaesaaanssteaaaaesesanansseannaseesannns 251
Institutional flows across market segments iN INIA ...ueiiii i e e e e e ae e e e e e e e e 256
Markets in dePth ......ccieieiiiiiiiiiiiiiieceectctettetteteteeteeceecsestastastassassascassssssassassassassascasssssssssassassassassassanes 259
Primary markets: Equity listings pick up; debt sees Moderation .........cceccveiiiiciiee e 260
FUN MODBILISATION ..ttt sttt e st st et e b e bt e sbeesaeesaeesane e neenneesneenas 260
NeW IPOS iNthe MONTN c..coiiie ettt sttt et e b e s b e saee s e e sane s neeneesneenas 265
Investor participation: NSE registered investor base touches 11.9 Crore .....ccueiveciieeieiiieeieiiiee e essree e ssieee e 268
Region-wise distribution of total registered INVESIONS ....iuiuiiii ittt rre e s s br e e s ssraee e e 268
Region-wise distribution of NeW iNVESTOr regiStratioNS.....cc.uiiiiiciieiiiiiiee et e e bee e s ssreeeeeas 272
)Y = 1] o Tl o] o) | 1SRN 275
Market activity across segments and iNVEStOr CAtEEOIIES ....iiiiciiiiieiiiieeeccieee et e eerre e eee e e ete e e s ebee e e e sareeeeeneeeas 277
Total turnover across segments: Equity turnover hits multi-month LOWS.......ccueeiieiiieiicciieicceee e 277
Average daily turnover across segments: Diverging trends, commodities Shine .......c.ccccevvevevieeriiieiniieenneennnen. 282
Category-wise participation across segments: Institutional investors gain share .........ccocceevvvieeriieiniecnieennneen. 293
Channel-wise turnover distribution: Colo surges in equity cash, mobile hits record in options......ccccccceeeerunnenn. 316
Individual investors’ activity in the equity segment: Positive inflows; lower trading activity.......cccccevevieeeennneen. 332
Distribution of trading activity by turnover: SKEWNESS AEEPENS ....ciivcuviiiieciiieeeiree et esre e e s eree e s s saraee e e 335
Spatial distribution of individual investor activity in the cash market .......ccccceeeeciiiiieee e 340
Turnover of top 10 traded companies during the MONth ... e 346
Trading activity iN ELECIIICITY FULUIES ciiiiiiiiiieee ettt e s esitee e e e e s s s e abana e e e e e s sessasaaaeeeesessnnssssnnaaeens 348
Investment through mutual fUNAS IN INIA. e re e e s s e e e e e e e e e s sesasabraeeeesesenans 351
Contract size matters: Evidence from global eXchanges........ccccciuiiiuiiiniiiniiiiiiiiiiiieniiiinieeesee 358
ANNUAl MACKO SNAPSIOL.....c.iuiiiiiiiiiiiiiiiirereceectestestestatastestastesssessessastassassassassssssssssssnssessassassassansnns 362
GLOSSAIY «eeeierieiuniaienieereeseestesiosiastestessessssssestsstassassassssssssssssssssstasssssssssssssssssssssssssssassassssssssssssssssssnssassassasns 363

9/369



Market Pulse

September 2025 | Vol. 7, Issue 9

List of Figures

Figure 1: Sector-wise net sales YoY growth of Nifty 50 companies in QLFY26 ......ccceeivciiiiieiiiee et 28
Figure 2: Sector-wise share in net sales of Nifty 50 companies in QLFY26 ....ccccocccuiiiiieiiieccccriireee et e e e e e e nvnees 29
Figure 3: Quarterly trend of Nifty 50 revenue Srowth (YOV) ..ttt e e e ree e e e 29
Figure 4: Change in expenses for Nifty 50 companies (ex-Financials) in QLFY26 .....cccccvvvvierviirviinciirreeneeneeneeseeseenn 30
Figure 5: Sector-wise EBITDA growth (YoY) of Nifty 50 companies in QLFY26 .......ccccvveerieriinciinieenieeneeneeseeseeseens 32
Figure 6: Sector-wise EBITDA margin of Nifty 50 companies in QLFY26 .....cceiiiiiiiiiiiieeeeecccciiireeee e e eecvreee e e e e e e e eanvnees 32
Figure 7: Sector-wise share in EBITDA of Nifty 50 companies (ex-Financials) in QLFY26 ......cccceeeceeeeecieeeeecieee e, 33
Figure 8: Quarterly trend of Nifty 50 EBITDA SroWth (YOY) coiuuiiiiiiiiie ettt sttt e e vee e e nte e e e savee e s avae e e e e 33
Figure 9: Quarterly EBITDA margin trend of Nifty 50 COMPANIES ....uviiiriiiiiiiiiiie st eeiee e esiee e sseee e siree e s sree e s saseeas 34
Figure 10: Sector-wise PAT growth (YoY) of Nifty 50 companies in QLFY26 ......c.eeeueeeciieniieeee e ee e 36
Figure 11: Sector-wise PAT margin of Nifty 50 companies in QLFY26.......ccccciiiiiciiieeeccieeeeccieee e e svee e e saee e e 36
Figure 12: Sector-wise share in PAT of Nifty 50 companies in QLFY26 .....cccccuieiiiciieiiccieee ettt eeree e vee e e 37
Figure 13: Quarterly trend of Nifty 50 PAT SroWth (YOY) .eeecuiieicii ettt cee ettt tee et et eetee st esne e e s e e e veeesnseeenns 37
Figure 14: Quarterly trend of Nifty 50 PAT MarEiN..c..uiiiiciieiiiiiieeieiiieeeeiieeeessieeesseieeesssieeeesssseeeessssaeesssssseessssssnessssnsenns 38
Figure 15: Sector-wise net sales YoY growth of Nifty 500 companies in QLFY26 ......ccocceirieirviiieniieeriiieeniieessneesreennne 40
Figure 16: Sector-wise net sales YoY growth of Nifty 500 companies (ex-Nifty 50) in QAFY26.......ccccovvevvveeeceeercrennns 42
Figure 17: Share of Nifty index constituents in overall net sales growth of Nifty 500 universe in Q1FY26 .................. 43
Figure 18: Quarterly trend of Nifty 500 revenue rowth (YOY) ..cccciiii ittt e e evee e e e 43
Figure 19: Change in expenses for Nifty 500 companies (ex-Financials) in QLFY26........ccocveivviiirvieeriieiniieesieeenieennne 44
Figure 20: Sector-wise EBITDA growth (YoY) of Nifty 500 companies in QLFY26.......ccccveevereiieeeieeecreesveeecveeeevee s 46
Figure 21: Sector-wise EBITDA margin of Nifty 500 companies in QLFY26 .......occcviiiieeiiiiiiiiiieeeee e seciireeeee e s e s sivenes 46
Figure 22: Sector-wise EBITDA growth (YoY) of Nifty 500 companies (ex-Nifty 50) in QLFY26 ......cccceeevvveeecreeeeennnnn. 48
Figure 23: Sector-wise EBITDA margin of Nifty 500 companies (ex-Nifty 50) in QLFY26......cccoeeeeeeecieeiieeeceeeeieeeae 48
Figure 24: Quarterly trend in Nifty 500 EBITDA Srowth (YOV) cueeiiiieecie et cie ettt eeteeeiveesteeeieeesteesnaeesseesveessnseeenns 49
Figure 25: Quarterly trend in EBITDA margin of Nifty 500 COMPANIES ....uuviiiiiiiiiiiiiiiiiieeeeeeseiiireeeeeesessiveneeeesssesssnnsenes 49
Figure 26: Sector-wise PAT growth (YoY) of Nifty 500 companies in QLFY26.......covceeiviiiniieiniiennieesieesiee e esiee e 51
Figure 27: Sector-wise PAT margin of Nifty 500 companies in QLFY26 ......ccccueiiriiieiiiiieeeeciieeeecciee e esvee e seee e 51
Figure 28: Sector-wise PAT growth (YoY) of Nifty 500 companies (ex-Nifty 50) in QAFY26 ......ccccoveeeecieeeeecieeeeennen. 53
Figure 29: Sector-wise PAT margin of Nifty 500 companies (ex-Nifty 50) in QLFY26 ......ccvcueirvriirrvieeriieenierereeesieeenne 53
Figure 30: Share of Nifty index constituents in overall PAT growth of Nifty 500 universe in Q1FY26 .......ccccccvvvennneen. 54
Figure 31: Quarterly trend in Nifty 500 PAT SroWth (YOY) couuii ittt ettt e s tee e te e eaa e e s te e s aaeesaraeenns 55
Figure 32: Quarterly trend in PAT margin of Nifty 500 COMPANIES c.ccciiieeiriiiieeeeeiccciiriee e e s e secrrreee e e s e severeeeeeesessnnvnnns 55
Figure 33: Aggregate consensus profit growth estimate for top 200 covered companies (% YOY) ..cccvcverveerreerrcveennne 56
Figure 34: Aggregate consensus earnings revisions since Jan’25 for top 200 covered cOmpanies .......ccccceeeveeeernneen. 56

10/369



Market Pulse

September 2025 | Vol. 7, Issue 9

Figure 35: Sector-wise revision in FY26 earnings estimates for top 200 companies since June 2025.......ccccceeeeuunneeee 58
Figure 36: Sector-wise revision in FY26 earnings estimates for top 200 companies since June 2025.......cccccceevveennne 58
Figure 37: Sector-wise share and contribution 10 @arNINGS .......uuiiiieiiiiiiciiieee e eesr e e e e e e e rrraee e e e e e e esnneenes 59
Figure 38: Yearly trend of NIFTY 50 ConSensUS EPS €STIMAteS ...uviiiiiiieciiiiieee ettt sttt e e e e e eenveaee e e e e e e e enennes 60
Figure 39: Nifty 50 Earnings Revision Indicator (since January 2019) .....cc.ccccuieeiieeecieeeiieecieeerteeeeteeeveeesseessveeesraeenns 61
Figure 40: Nifty 50 Earnings Revision Indicator (10-Year trend) ....c.ccceeceieeeiiee e eeiee e e steeeteeesreesvreesreeesvaeesereeenns 62
Figure 41: Short-term trend of Earnings Revision Indicator across MSCI SECLOIS ......uuveieieieccirireieeeeececcrrreeee e e e e eeenveens 63
Figure 42: Long-term trend of Earnings Revision Indicator across MSCI SECIOIS ......cccvciiieieiiieeecciiee e ceiee e 64
Figure 43: Nominal GDP vs. corporate taxX COLLECLIONS ... ..uviiiiciiee ettt ree e e e e e e eabae e e e eabee e e e areeas 66
Figure 44: Nominal GDP vS. COrporate tax rOWEN c....iii ittt ettt e ree e s s iae e e s sabe e s s s aaee e s snneeas 66
Figure 45: Average decadal growth comparison of real GDP and inflation-adjusted corporate tax collections........... 68
Figure 46: GDP vs. corporate tax collections: Moving five-year CAGR ........cccccveiiiiiieei it eetee e s aee e e 68
Figure 47: GDP vs. corporate tax collections: Moving 10-year CAGR ........cciiicvieiiiiiiiee ettt eeree e sitee e s aaee e e 69
Figure 48: Corporate tax vs. PBT rowth: Nifty 5O .....cciiiciiiiiiiiiee ittt st e e stee e s sree e s saee e e s sateesssnaaeessnneeas 69
Figure 49: Corporate tax vs. PBT growth: Nifty 500 .....ccccuiiiiiiiiiieecciieeecciteeeecteee e stee s setee e e evee e e s aae e e e s ntae e e s naaeeesnsenas 69
Figure 50: Aggregate corporate tax collections across listed and unlisted SPaCe......ccccccuveeeeciiieeecceee e, 70
Figure 51: Growth in aggregate corporate tax collections for listed and unlisted companies .......ccccceveveeiiriieeeennneen. 71
Figure 52: Share in corporate tax collections for listed and unlisted COMPANIES .......ccovcviiiiiriiiiiiniiiee e 71
Figure 53: Corporate tax collections Of Listed COMPANIES ....cccuuviiiiiiiiiiiiree e ee e e s e s esbereeeesesessanvnnes 72
Figure 54: Segment-wise share in corporate tax collections of listed COMPANIES ......evveiiiiiiiiiiiiiieeiiiiceeeee e 72
Figure 55: Segment-wise effective corporate tax rate of listed COMPANIES ......ovviveiiiiiiciiei e 73
Figure 56: Sector-wise average share in corporate tax payments in Nifty 50 (FY06-15) ....ccccveeirciieeeeecieeeeecieee e, 74
Figure 57: Sector-wise average share in corporate tax payments in Nifty 50 (FY16-25) ...cceeeeciieieeciieeeeiiieeeecneeenn, 74
Figure 58: Sector-wise corporate tax paid by Nifty 500 COMPANIES ...cciviviiiiiiiiieirciiee e crite e e sseee e sree e s sree e sareeas 74
Figure 59: Quintile-wise share of corporate tax paid for Nifty 500 COMPANIES ...ccccveeiiriiieeiriiiee et ceee e esvee e 77
Figure 60: Lorenz curves for corporate tax inequality for Nifty 500 companies: FY25 vs. FY15 ...coiiiiiiviiieeeeenenecinnnns 78
Figure 61: Lorenz curves of corporate tax inequality for the listed universe (NSE + BSE) excluding Nifty 500
COMPANIES: FY 25 VS, FY LD L.iiitiiiiiiiiiiiiitieeee e eeeectrte e e e e e eeeettrteeeeeeeee s ttsaaaeeeeeeessssssasaeaaesassssssaasaesesssssssrasaeeeesessnsssranaeees 79
Figure 62: Gini coefficients of corporate tax inequality over the last 11 YEars .....cccccvveeeiieieciviiereee e e e eeivenns 79
Figure 63: India quarterly GDP SroWth treNd .....ceeiiciiir ittt ettt e e s ete e e e s e e e s s satee e e snbaeeessasaeeesnrenas 85
Figure 64: Quarterly GDP growth by eXpenditure (J0YOY) ..uuei ittt tee e re e te e e tee e te e s aa e e s re e s raeesareeenns 86
Figure 65: India GDP sector Share of SroWth (96) ..c.uiee et e et e e e ate e e e e aae e e e e areeas 87
Figure 66: Gross value added (GVA) ACIOSS SECLOIS ..uiiiiiiiieiiciieeiecieeeeeiteeeeecteeeeseteeeeeeateeeessseeeeessseeeesastaseessssasesenssenas 87
Figure 67: India GVA seCtor Share 0f SroOWth (90) ..cccuieecie ettt ee et e st e s tee e st e e saaeessaeesbaeesnraeenns 88
Figure 68: Quarterly trend of nominal vs. real GDP and GVA rowth .....cc.ceiiiciiiiiiiiiie et esree s eee e 88
Figure 69: Annual real GDP GroWth trENG.. ...ttt e e e e e s st re e e e s e sssarateeeeeeeessnsnsesaneesesesssnsenns 89

11/369



Market Pulse

September 2025 | Vol. 7, Issue 9

Figure 70: India’s growth projections for FY26 by multilateral inStitUtions ..........cccoeeieciiieicciiee e, 90
Figure 71: Trends in nominal vs. real vs. deflator growth (YOY26) c...ecccueiceiie ettt et re e e vee e 91
Figure 72: Segment-wise comparison of WPI iNflation .......cocccciiiiiieii st re e e e e e e e e e e nennes 92
Figure 73: Trends in nominal vs. real vs. deflator rowth (YOY%6) ....eeeeeiiee ittt 92
Figure 74: Impact of GST tax slab rejig on Government revenue COLLECHIONS......ccvcviieiiiciiei e 97
Figure 75: Annual trends in GST revenUue COLLECTIONS ...o.uuiiiiiciiieecieee ettt eree e e rre e s e sbe e e e e sabe e e e s snbeeeeeareeas 97
Figure 76: Trends in GST collections across broad CAtEEONIES ...uuuuiiiiiiiiciiiiieeeeeecccccirrre e e e e secrrrrreee e e e s eerrseeeeeseseesnnsenns 98
Figure 77: Trends in share of GST collections across broad CategOrIES ......ccucvuiiiireviieeiiiiiee et ree e e 98
Figure 78: GST collections for major states in FY25 and average growth rate.......ccccceevcvieeeecceee e, 99
Figure 79: India’s Sovereign Credit Ratings and their rationale ......ccccoveieeiiiieei e 101
Figure 80: India’s GDP growth and sovereign credit rating Changes ......cccviiieciiieiieiiiee e seee e 102
Figure 8L: Trend in CPI INFLATION wiiiuuiiieiciiie ettt et e e et e e e e ette e e st aee e seabaeeessnstaeeesnstaeesanseeeesanseneesnnses 102
Figure 82: Central government fisCal DalanCe.......cccuiiiiiciiii et et e e e are e e seabr e e e seabaaeeeeaees 103
Figure 83: Central govt. finances: CapeX Share iN GDP .......ccivciiiiiiiiiieiiiieee ettt e e seire e e seiee e e ssree e s ssseeeessseaeesnanes 103
Figure 84: India’s CAD as @ PErCeNtage Of GDP ......c.uiiiiciiieccciee ettt e e tre e e s tte e e seatre e e ssabaeeesenbeeeesenseaeesnnnes 103
Figure 85: Trends in India’s external debt (%6 Of GDP)......uuiiiiciiiiicciee ettt e et e e e e svre e s e bre e e seabaaeeseaees 103
Figure 86: GDP growth: INAIa VS. EMS ..ciuuiiiiiiciiiei ettt sttt stte e s sttt e e sebee e s seabae e e saabeeessssstaeessnneaeesnnseaessnnnes 105
Figure 87: CPI INflation: INIA VS. EMS c...uuuiiiiiiiiei ettt sttt e sette e s st e e e sebee e s senbeeeesanbtaesssssaaeessnseeeesanseaassnnnes 105
Figure 88: Current account balance: INAIa VS, EMS ......uuiiiiiiiiiiiiiiieeec s ceriirreee e s s esitneee e e s s sesaraeaee e e e s sessassanaaesssesannns 105
Figure 89: External debt: INAIa VS. EMS .. ...ueiiiiiiiiiiiiiiiteeee sttt e e e s s s stitree e e e s s sesaaaaaeeeeessesssssnaaaeesesessnsssnnneeesesanns 105
Figure 90: India’s general goVt. dEDT OVET YEAIS ..ccvcuuiiii ittt ettt e e s eee e s searre e e sssbeeessenbeeeesenseaaesnnnes 106
Figure 91: General government debt: INAIa VS. EMS .....uuiiiiiiiiiiiiiiiieeece s cerciirree e e s s esiiienee e e s e sesasanaeeeeessessnsssnneesssssannns 106
Figure 92: India’s debt SUSTAINADILITY ..eciicuiieiiiieee et e e st e e st e e s esaetae e senbteeeeearaaaeennnes 106
Figure 93: Sub-industries wise break of manufacturing IIP growth rates (YoY%)— July 2025.......ccccecvvevveeecveeennenn. 108
Figure 94: India industrial production (BMMA) .....coiiiecie ettt et e e et e st e e s reeesbee e sseesaseeesaeesnseaenseeean 109
Figure 95: India industrial production use-based g00ds (BMMA) ......ciiiciiii it e et e e e ebaeeeeeaees 109
Figure 96: Long-term industrial production trend (L2MMA) ......ooeieciiee ettt eeree e eere e e esvre e s s ebre e e sebaeeeeenees 110
Figure 97: Monthly trends in Eight core industries and IIP growth (% YOY) ...coccceeeveeicie ettt erre e 110
Figure 98: Manufacturing PMI @CrOSS COUNTIIES.....ccccuuiiieeieeeieeciiitreeeeeeeesstttreeeesesessanteaeeeesssesssssnnnesssssassnsssnneeeesssennns 111
Figure 99: India’s Manufacturing and Services PMI monthly trend.........c..ooooiieiiciiiee e 111
Figure 100: Headline monthly CPI inflation treNd........coocuiiiiiiiiiei et e e s e s e svee e s seree e e seareeeesnanes 112
Figure 101: Category-wise contribution to India consumer price inflation (CPI) ......ccceecveeviieecieeciee e 113
Figure 102: Category-wise contribution to India Food and Beverages inflation (CPI) ......ccccceveeevrieeiierenieeesieeeneenns 113
Figure 103: Monthly Change in CPI inflation broken down by base and momentum.......cccccoevcviiiieeiiiiiccciineeeee e, 114
Figure 104: Trends in Retail Prices 0f TOP (RS/KE) .ouuiieiieeiiieeiee et eette ettt ste e e rtte e e teestaeesaeeeestee e saeessaeesseesnsaeenseean 114
Figure 105: Trends in retail Prices of PULSES (RS/KE) wueiiicuiiiiiciiieeceiiee ettt e ettt sette e e sevae e e eeavaee s senbaaeesensaeeesnnes 114

12/369



Figure 106:
Figure 107:
Figure 108:
Figure 109:
Figure 110:
Figure 111:
Figure 112:
Figure 113:
Figure 114:
Figure 115:
Figure 116:
Figure 117:
Figure 118:
Figure 119:
Figure 120:
Figure 121:
Figure 122:
Figure 123:
Figure 124:
Figure 125:
Figure 126:
Figure 127:
Figure 128:
Figure 129:
Figure 130:
Figure 131:
Figure 132:
Figure 133:
Figure 134:
Figure 135:
Figure 136:
Figure 137:
Figure 138:
Figure 139:
Figure 140:
Figure 141:

Market Pulse

September 2025 | Vol. 7, Issue 9

Category-wise contribution to India wholesale price indeX (WPI) .......cccouuieeeciiieeeciiee e e 115
India wholesale price iNflation (WPTI) .....cccveiieeiueieieireee et ceeireeeeeetteeeeeetreeeeeareeeeessareeeessreeeessreeeessssnesenns 116
Monthly Change in WPI inflation broken down by base and momentum........ccccoviveeiiieicciiieeeee s 116
Gap between retail and wholesale INflation ... e 117
Headline CPI inflation across Indian states in JULY 2025.......ueeiiieieiiiiiiieeeeeeeeeecrrreeeeeeeeeeeirrreeeeeeeeesnnnnnes 117
Cross country inflation targeting FEEIME .....ui i uiiie et e e e e e s b e e e e s araeeesaraeeeens 120
India’s average inflation during pre and post FIT PhaSES ....cccveieieciiieeeciiee et eecreee e e e e e e vaee e 121
Volatility in India’s inflation during pre and post FIT Phases .....cceeeveiieeiiciiee et ecee e 121
Annual trends in INdia’s INFLATION .....eeuiiiiiee et 122
Quarterly trends in India’s inflation dUring Various rEGIMES .......ceccveeerriireerniiiieenriireesesreeesssreeessseeeeeens 122
Frequency distribution of inflation during the first FIT Period ....ccceevieviieeiieiieeeieireee e seree e ssree e 123
Frequency distribution of inflation during the second FIT period ........cccceeeecveeiieciiieecccieee e eeiee e 123
Cross comparison of EMDEs in share of food in the consumption basket ........ccceecvveieciiieecciieeeccieeen, 124
Yearly trend of India’s fiSCal BAlANCES ...cceeieeeeiiiieiee e e e e e e e e 125
Gross fiscal deficit as % of budget targets during April-JUlY.......coccueeieeciiieieiiee e 125
Centre’s gross fiSCal treNd (%6 GDP) ...iii i iiiei ettt et e e e et e e s s etr e e s e abeeesesraeessnraeeeensaaeaans 126
Direct tax collections dUNNG API=JULY ..c.uuiiiiiiieie ittt seitee ettt e seire e e ssbee e s sebeeessebeeessssbeeesssnseeessnnnes 126
Indirect tax collections dUFiNG APr=JULY.....cciiiiiiiiiiiiiee ittt et e st e e s erre e s s saaeeesssraeesssreeesssssaeesans 126
Year average of MONthly COLLECTIONS™ ....cooeuiiiii e e et e et e e e e te e e e e araeas 126
GST COUECHIONS trENG ..ttt s s ra e bt sbae e sne e snees 126
Revenue and capital @Xp dUriNg API=JULY ...cccuiiii ittt et e s serre e s ssree e s sebeeeesebeeeessseeeessseeeesnnnes 127
Expenditure MixX dUNNG APF=JULY coiii ettt e e serbraee e e s e s e ssabareaeeeesessssssnsnasesssesssnnsenes 127
Quarterly trade balanCe treNd.... .. e e s s e st e e e e s s e s e braaeeeeesenans 132
Quarterly current account balanCe treNd........eeii i e e e e e e e e e nrrrr e e e e e e eaas 133
Quarterly net FDI and ECB flOWS VS. INR ....uiiiiiiiiecciiiieee ettt e e e e nrrre e e e e s e e eennrraaeee e s s e s nnssaaaeaassennns 133
Quarterly Balance of Payments trend by ChannelS.......uiiiiiiiiiiiiieiii e srrree e e s 134
Quarterly Trends in current account balance, services and workers remittances ......ccccccvvevevviveeeeeeriennne 134
Quarterly Trends in sub-components of Net SEIVICES FECEIPTS...uuuiiiiiiiiiiiiiiieee e e e e e e 134
Annual net FPI inflows trend in INAIian @QUITIES . ..uiiiiiicciiiiieeee ettt eerrirree e e e eesarrrree e e s e e e nnaneeeee s 135
Annual net FPI inflows trend in Indian debt ......cooviiiiiiiiiii e 135
Annual current accouNnt defiCit TrENG .....eiiiieiiie ettt et e esbe e e e e 136
Change in INR and major developed and emerging market CUMTENCIES .....vivecveeereciveeeeiireeeecrreeeesveeeeens 136
Monthly trends in India’s merchandise imports, exports and trade balance.........cccceecveeeeccieeeiccieeeens 137
[\TolaRo]1 M a o] a B =o] e I Taa] o] o €3 UUPUPRNE 137
(O I T0aT oo g -3 {11 [o U UURRN 137
Oil imports vs. Brent crude Oil PriCeSs treNd ....ciiiie it sererree e e e s s e ssaebraeeeeeesenes 138

13/369



Figure 142:
Figure 143:
Figure 144:
Figure 145:
Figure 146:
Figure 147:
Figure 148:
Figure 149:
Figure 150:
Figure 151:
Figure 152:
Figure 153:
Figure 154:
Figure 155:
Figure 156:
Figure 157:
Figure 158:
Figure 159:
Figure 160:
Figure 161:
Figure 162:
Figure 163:
Figure 164:
Figure 165:
Figure 166:
Figure 167:
Figure 168:
Figure 169:
Figure 170:
Figure 171:
Figure 172:
Figure 173:
Figure 174:
Figure 175:
Figure 176:
Figure 177:

Market Pulse

September 2025 | Vol. 7, Issue 9

Monthly trend in monthly services exports, imports and net balance .......ooeeccviieeeiiieecccieeee s 138
Annual trend in MerchandisSe trade.......ocvieiiriirieeeeree ettt st 138
Annual trend in Merchandise trade........cou et 139
Forex reserves and import COVEr (MONTNS) .....ooii ittt e e et e e e e bte e e eeraeeeeeanes 139
Outstanding bank credit aNd AEPOSIT.....cc.uiiiiciiiie ittt e e e e e e s s b r e e e saraeeeeaeaeeeens 140
Growth in bank credit across KEY NBAAS .......eiiiii it e e e e e eeeaarrreeeeeesenns 140
Growth in industrial bank credit aCr0SS SIZE ....c.cuii i s 141
Growth in bank credit across key sub-segments of INAUSEIY .....coicciiiiieciiie e 141
Growth in bank credit across SEgZMENtS Of SEIVICES ...ciicuviiiiciiiieccieee e e e s saaeeeeas 141
Growth in bank credit across segments of personal loanS .........covviiiiiriiiieinciiee e 142
Growth rate in loans against G0ld JEWELLEIY c....uuiiiiiiieeee e e e 142
Trends in Bank Credit and Deposit GrOWTN ......cccuiiiiiciiee ettt vee e e et e e e e 142
Comparison of credit and deposit growth based on latest Values........cccuveeeeciiieieciiee e 143
Growth in demand and timMe AEPOSITS .......uuuiiiiiiiieiccieee e e e e e e e e e nbrree e e e e s sesansreaeeeaeseennns 143
(O1g=Te [} R (ol BT o T Ly L A= VAo X () IR 143
Issued and outstanding amount of Certificate of DEPOSILS ......uvieeeciiieieiiiieeccee e 144
B T A =T oI = Ul || SRRt 145
Cumulative rainfall (period: June 15, 2025 to September 51, 2025).....ccceeeveeeeieeeecreeeereeeireeeeeeeeeree e 145
LIVE reSEIVOIr STOTAZE LEVELS...uuiiiiiii ittt e e s e e st ae e e e e e s e ssaabaaaeeesesesssssseseaeesssessnsnsenns 146
Trend of reservoir storage levels (as of AUUSE 28, 2025) ...ccviecuieiuieeieereereereeereesteeeteeeeeerreesreesseenaneens 146
Actual sown area as a % Of NOrMAl Ar€a SOWN ..cc.eiiriiiiiiiieiee ettt ettt e sre e s e sreesreeesnreesane 147
YOY Change in QCTUAL SOWN GI8a......uuuiiiiiiiiiiiiiiiiiieeeeeeseciree e e e e s e ssrrreeeesssessasaraeeeeessesssssnaeesesssessssseenaeens 147
Monthly trends in World Uncertainty INdeX (WUL) ..cccocuiieiiciiiee ettt setree e eevte e s eevte e e ssvaaeeeeanes 148
Monthly trends in GEopOoLlitiCal RISK INAEX ..cccciceiiiiiieeeie ettt ettt e e e e e e rrree e e e e e e e e abrbaaeeeeeeesnnnnnes 148
Growth ACroSS MajOr ECONOMIES ..eiiiiiieeciiiiiieee e eeeecitteeee e e eeeecttre e e e e e eeeecasrsaaeseesseseansssasesaeesesssnsssasseaesannnes 149
INflation ACrOSS MajOr ECONOMIES . ..iiiiiiicciiireeeeeeeereittrreeeeesesstrrreeeesssessssreraeeeesssasssssennnesesssassssssnnneeeessannns 149
Policy rates across AE CENTIral DANKS .......uviiiiiiiiiiiee e eeree e e s s s e s sbaa e e e e s s s e saaavnnes 150
Policy rates across emerging markets central Danks ........coccveeiieiiiiiicciees e 150
Changes in policy rates acroSs KEY ECONOMIES ....cccuuiiiieieeiieccirtee e e e eeescirrre e e e s seseararaeeeesesessnerraeeeaessennns 151
Unemployment rates across major developed ECONOMIES .....cviiiiiieiiiiiirieeeeeeeerireeee e e e eeevrreeeesssessannnees 151
Trend in PMI manufacturing aCroSS COUNTIIES ...uuiiiiiciieeieciieeeecite e seite e s estee e e stee e e sneeeesssnbeeeesnnreeessnsenas 152
Consumer Confidence Index across Major ECONOMIES ......cccccurrreereeeeeieiiirrreeeeeeeessisrreeeeeessessssssssssesessenns 152
R\l a T =T gl o] o o] (= 1= o [o [} £ o] o 13U UPPPNE 153
US UNEMPLOYMENT FAEE ciiiiiiiiieeee ettt e e serirre e e e e e s e ettar e e e e e e e seabsaaeeeeeseessnssasnaeesesessssssssennesssessnnsnnns 153
Nifty 50 and Nifty 50 USD SINCE INCEPLION ceeeiiieiiiiiieee e ettt e ettt e e e e e e e tareeaeeeeeessabsbeaseeeeessnnsenes 206
Annualised return of major indices across different time periods (As of August 315, 2025) .................. 207

14/369



Figure 178:
Figure 179:
Figure 180:
Figure 181.:
Figure 182:
Figure 183:
Figure 184:
Figure 185:
Figure 186:
Figure 187:
Figure 188:
Figure 189:
Figure 190:
Figure 191:
Figure 192:
Figure 193:
Figure 194:
Figure 195:
Figure 196:
Figure 197:
Figure 198:
Figure 199:
Figure 200:
Figure 201:
Figure 202:
Figure 203:
Figure 204:
Figure 205:
Figure 206:
Figure 207:
Figure 208:
Figure 209:
Figure 210:
Figure 211:
Figure 212:
Figure 213:

Market Pulse

September 2025 | Vol. 7, Issue 9

NIFTY sector performance in AUSUST 2025 ........uuiiiiiieeie e et re e e e e eecraere e e s e e e s enabraeaeeeeeeeennsenns 208
NIFTY sector performance in 2025 till date (Jan-AUZ 25) ..cccuieeciieiieeeiee ettt e ervee e re e e e e eaaee s 209
Market cap to GDP ratio trend (NSE listed COMPANIES) ..eeeeieuiieieeiiieeeeiiee et e ettt e e e vee e e eevaeeeeeanes 210
Index-wise distribution of total market cap of NSE listed companies (Rs lakh crore) .......ccccccuveveeunneenn. 211
Index-wise share in total market cap of NSE listed COMPANIES ....ceeeeeeeecirrviieeeieeeireeeee e ceerrree e e e e 212
Index-wise share in total market cap of NSE listed COMPANIES ....ceeeeeeeecirrveeeeeieeciireeeee e eecrrree e e e 213
Decile-wise distribution of total market cap of NSE listed COMPANI€S.....ceeeieeecciiiiieeeieeeeciieee e 214
Decile-wise share of total market cap of NSE listed COMPANIES .....ccuvvveeeeeeeeeiiiireeeeee e e e eeeeinnnes 215
Sector-wise contribution to Nifty 50 price return in AUSUST 2025 .......oviiiiiieeeiiiie e eeree e e 216
Sector-wise contribution to absolute Nifty 50 Index change (points) in August 2025 .......ccccceecveeeieenns 216
Sector-wise contribution to Nifty 50 price return in 2025 till date (Jan-Aug’25) ....cccceeeeeeerieeeceeeeieeens 217
Sector-wise contribution to Nifty 50 Index change (points) in 2025 thus far (Jan-Aug’25)........cccc........ 217
Sector-wise contribution to Nifty 50 price return in last one year (Sep’24-Aug’25)....ccccecveeeeecieeeeecnnenn. 217
Sector-wise contribution to Nifty 50 Index change (points) in last one year (Sep’24-Aug’25) ............... 218
Nifty 50 Index monthly movement across sectors over the last 12 months ......cccccevveeiriiiiiniiienieennneen. 218
Nifty 50 Index monthly return across sectors over the last 12 Months.......cccceeveciieiiccieee e 219
Sector-wise Nifty50 Index attribution (2004-).....cocceiie ettt et e e et e e are e e e eree e e e ree e e enreeas 219
Nifty 50 sector weightage (AUSUSt 2024) ......cccueeeciieeieeeieeeeieeeeeeesteesteeesreeesteeesseeesnseessseeessseesseessnseeas 220
Nifty 50 sector weightage (AUBUSE 2025) .....uuiiii e ecciiee ettt ee e e e eetae e e sebte e e eebteeessabteeeesasteeesnnnes 220
Sector weights in the Nifty 50 INdeX (2005-) c...uuiiiieiiiiieieiiiee et eerree e esree e e strr e e e srre e e e sareeeeenbaeeesanreeas 220
Sector-wise revision in FY26 earnings estimates for top 200 companies since March 2025 ................. 223
Sector-wise revision in FY27 earnings estimates for top 200 companies since March 2025 ................. 223
SECTOr-WiSE SHAr€ iN AIMINGS ....uviiiiiiiiieciieeee et e e s eersr e e e e e s s s s sabaraeeeesssessssssanaeeesssasssnssrnneeasssenns 224
Nifty 50 NTM P/E trend fOr last 15 YEAIS .ueiiiiiiieciiieieeee e e ettt e e e e eectrreeee e e e e ee e srareseeeseeesensssaaseeseeesannsenes 225
Nifty 50 NTM P/B trend fOr [AST 15 YEAIS cuviviiiiecciiiieeeeeeeeecitittte e e e e eecctrreeeeeeeeesesttaseseeeeeeessnnssseasesessesansenes 225
Nifty 50 NTM P/E (Last three-year trend) .......ceiccuieeiiciiie ettt e e e vee e e e vee e s sevaee e ssaaaaeeeennes 225
Nifty 50 NTM P/B (Last three-year trenNd) ....c.ueei ettt ettt e e e e vte e e e vaee e s svaaeeeenees 225
Five-year trend of Nifty 50 values at different 12-month forward P/E bands........ccccceeeeciinieeeeeieeencnnnns 225
NTM P/E of MSCI India vs. MSCI EM (15-y@ar trenNd) ......ccceccuieeeeeiiieeceiieeecettee e eetree e e vee e e eevtee e eevteeeeeanes 226
NTM P/B of MSCI India vs. MSCI EM (15-Y€ar trend) .......cccccieeeieiiieeeeiieeeceiiee e eeitee e e vee e e eevaee e eevaeeeeeanes 226
NTM P/E of MSCI India vs. MSCI EM (Last three-year trend) .......ccueeeeecveeeeecieee et 226
NTM P/B of MSCI India vs. MSCI EM (Last three-year trend) .......ccceeeeeeuveeeeecveeeeeeeee e eetreeeeevree e e 226
Nifty 50 forward earnings yield* vs. 10-year G-S€C Vield .....ccceeiieciiiiiccieee et 227
12-month forward P/E for MSCI India sector indices (Three-year trend) ......ccccceeecvvveeieciiieeeciieeeecieeenne 228
12-month forward P/E for MSCI India sector indices (Long-term trend)........ccccceeeceeecieeccieecvieeeee e, 229
12-month forward P/B for MSCI India sector indices (Three-year trend).........ccceeeuveeeecvieeeeciveeeeciieeeane 231

15/369



Figure 214:
Figure 215:
Figure 216:
Figure 217:
Figure 218:
Figure 219:
Figure 220:
Figure 221:
Figure 222:
Figure 223:
Figure 224
Figure 225:
Figure 226:
Figure 227:
Figure 228:
Figure 229:
Figure 230:
Figure 231:
Figure 232:
Figure 233:
Figure 234:
Figure 235:
Figure 236:
Figure 237:
Figure 238:
Figure 239:
Figure 240:
Figure 241:
Figure 242:
Figure 243:
Figure 244
Figure 245:
Figure 246:
Figure 247:
Figure 248:
Figure 249:

Market Pulse

September 2025 | Vol. 7, Issue 9

Sovereign yields curve across major economies as on August 315, 2025.......ceeeeiiiiccciiieeeee e, 234
Change in sovereign yields across major economies in AUBUSt 2025 .......cceeeciieeieiiieeeeiieeeeecreeeeseeeeeens 234
Change in sovereign yields across major economies in CY25 (As on August 31, 2025) ....ccccveeeecurreennn. 234
India 10Y G-secC yield—1long-1ermM treNd .......coeiii e e e e e e e e ere e e e e e e e areraeeeaeesennns 235
India 10Y G-sec yield—1ast 0Ne-YEAr treNd ........couvviiiriiiee ettt eececrrree e e e e eeerbrraeeeeeeeeeensrsreeeaeseennns 235
INdia SOVEIEIGN YIELU CUMVE coiueiiieiciiiee ettt ettt ettt eere e e et e e e e ae e e e st e e e esabaeesssssaeesanssaeeeensseaeasnssaaeans 235
Change in sovereign yields aCroSS ThE CUIVE ...ciiiicciiiiiieie et eeeerree e e e e e e e e s e e narraeeeeeeeenns 236
India sovereign bonNds tEIM PrEMIA ...uuiiccuiiiiiccieee ettt e eereee et e et e e e e rr e e esabeeessaraeesssseeessnseeeessnsaeaeans 236
Annual trend of Centre’s market DOrrOWINGS .......uiiiiciiiiiiiee et rvree e e ree e e e ba e e e enreeas 237
Centre’s market borrowings in the last 12 MONthS ....coiciiiiiiiiii e 237
Inflation, yields and spreads in INAIa VS. US ....coo ittt e e ee e e e e e e e b e e e e e e e e 237
Spreads between 10-year SDL and G-S€C YIEldS ... .uiiiiiiiiiiiciiie ettt e e e saae e 238
Annual state SoOVErNMENT DOMTOWINES ...ccicuiiiiieiree ettt e eertee e e stee e e stre e e e rree e esbaeesesabbaeeesnsaaeeessstaeeesnsenas 238
State government borrowings in the last 12 MONThS ...cccuuiiiiiiiiiiiiicecee e 238
Spreads for one-year AAA-rated corporate bonds across SEEMENTS ....ccccvveeeeiiieeeeriieee e e 239
Spreads for three-year AAA-rated corporate bonds across SegMEeNts .......cceeeecieeeeccieeeercieee e, 239
Spreads for five-year AAA-rated corporate bonds across SEEMENTS .....ccccveeeiriiiieinriieeeeree e 240
Spreads for 10-year AAA-rated corporate bonds across SEEMENTS......ccvccvvieiiriieeeiriieeeerieeeesree e sieeees 240
AAA-rated corporate bond YIeld CUIVE ..ot e e e s s e s aeaeeeeee s 241
AA+ rated corporate boNd YIEld CUMNVE ..o e e e e s sarr e e e s e s e s aaeaeeeeee s 241
Change in AAA corporate bond and G-sec yields in FY26TD .....ciiiiciiiiieiiieeiniiieesecieeesssireeesssiveeessseeeesens 241
Change in AA+ corporate bond and G-sec bond yields in FY26TD.....ccoccuiiieeeiiiieriiiieeeee e cesirreeeee e 241
Corporate bond term premia between 10-year and 1-year yieldsS ......ccccvvvveeeiiiiiiciiiieeeeeeeeesirreeee e 241
Monthly trend in corporate bONd ISSUANCES .......uuiiiiieeieieciiieieee e e eeccrreeee e e e e eeecrrree e e e e e e eeeabsraaeeeeesesannsenes 242
Movement in key COMMOITY INAICES ....uuiiiiiiiiieccciiieee et e e e e e e e rrre e e e e e eeeenarabaeeeeseeesnnsenes 244
Movement in key commodity iINdices SINCE 2020 ....uiiiiiiiiiiiiiiieeeiiereciireee e e e ssrrrreeee e s s e ssrrrreaeeeesessssnsnnes 245
Returns of key precious metals in 2023, 2024 and 2025 till date .....occvveeiievieeiiiiiieiiee e 246
Returns of key industrial metals in 2023, 2024 and 2025 till date.....cccveeeeeeeeeciiiiieeeee e 247
Returns of key agricultural commodities in 2023, 2024 and 2025 till date ....cooecveevrevieiiiciieeeieieeeee 248
Returns of key energy commodities in 2023, 2024 and 2025 till dat@ ....ceeeveeecciiieeeeiiiiecciieeee s 249
Movement in INR and major DM currencies against dollar since end of 2023 .......ccccccveeivecieeeincieeenenns 252
Movement in INR and major EM currencies against dollar since end of 2023 ........cccoeviieivicieeeincieeennnns 252
Annualized volatility of INR and other DM & EM CUIMTENCIES ...ccccecuviiiiieeiiieccitreeee s cecrirree e avaneee e 253
Change in INR and major DM & EM currencies (as on AUgust 29, 2025) .....ccceeveerieeeerenreereenieeeenreseeenns 253
RBI forex reserves and USDINR.......ccuiiiiiiiieeeeecte ettt et et site e st e s siee e sabeesbeessaeeesbeesneeesaseessnseens 254
Real and nominal effective exchange rates 0f INR ....cciiiiiciiiiiieii et e e e e e s e s saannes 254

16/369



Figure 250:
Figure 251:
Figure 252:
Figure 253:
Figure 254:
Figure 255:
Figure 256:
Figure 257:
Figure 258:
Figure 259:
Figure 260:
Figure 261:
Figure 262:
Figure 263:
Figure 264:
Figure 265:
Figure 266:
Figure 267:
Figure 268:
Figure 269:
Figure 270:
Figure 271.:
Figure 272:
Figure 273:
Figure 274
Figure 275:
Figure 276:
Figure 277:
Figure 278:
Figure 279:
Figure 280:
Figure 281:
Figure 282:
Figure 283:
Figure 284:
Figure 285:

Market Pulse

September 2025 | Vol. 7, Issue 9

USDINR and 1-year forward PremMiUM ..o icccciiieeee e e cecciieeeee e e e secvsteeeeeseesensaseeeesssssssssssssnsesssessnnnsnnns 255
Net inflows by FPIs in Indian equity and debt Markets.......ccveeevieeeeiiiiieeeeeeceeccireeee e eeevnnes 256
Foreign portfolio flows iNt0 EM @QUITIES .uueieiiiieiciiiieeee ettt e e e e e e rare e e e e s e e e enveaae e e e e e eeennnnennns 257
Foreign portfolio flows iNt0 EM deDt......uiiiiiii e eeerrre e e e e e e e e e e e e e s e e nnannes 257
Monthly net inflows by DIIs in Indian equity Markets ........cceiieiiiiiciiieccciee e 257
Annual net inflows by DIIs in Indian @quity MarketS.....cueeeeieeiiiiiiiereeeeeeeciirreeee e eeeeiirreeee e e eeeestrrereeeees 258
Annual net inflows by domestic mutual funds in Indian equity markets ......cccccceeeeeeecciiieeeeee e, 258
Annual net inflows by domestic mutual funds in Indian debt markets .......cccceeeiveiivciei e, 258
Annual trend on equity raised through IPOs on Mainboard ........ccceeeeieeeiiiiiee et 262
Annual trend on equity raised through further ISSUANCES ......coccveiiiriiiieiiiiiee e 262
Monthly trend of IPO allocation (Rs crore) to investors for mainboard..........cceeecveeeeeiieeeeecieee e 263
Monthly trend of IPO allocation (Rs crore) to investors for Emerge platform ........ccceeeveeiiccieeiiccieeeeens 263
Annual trend of listings and market capitalization on NSE Emerge (SME Platform) .....cccccovvvevrveerniieennns 267
Trend of region wise total unique registered INVESTONS .....ccuviiivciieiiiiiiee et eree e sree e s sareeas 268
State-wise distribution of total registered investors as of AuguSst 2025 .......cccccveeeiiiiieeeriiieee e, 271
Region-wise monthly distribution of new investor registrations .......ccccveeiecieeeiecieee e 272
Region-wise distribution of new investors registered each financial year .......ccccccevvviieeiiciieeiincieeennns 273
Number of new investors registered in top teN diSTHCES ..iiiccviiiiieiiieiiiee e 274
Monthly trend of total trades in NSE cash market SEEMENTt ......ccoviviiiiiiiiieiiiicceee e e 280
Monthly trend of total trades in @QUITY FUTUIES ....uviiiiieiii e e e s s s e s saenes 281
Monthly trend of total trades in €qUItY OPLIONS......uuiiiiei it e e e e e e e e e e e e e neenes 281
Monthly trend of average trade size in NSE cash market SEgMENT .......uviviiiiiiiiiiiiieeeeeieeecireee e 285
Monthly trend in average trade size in eqUItY FUTUIES ..c.iivieiiiiiie e e s s e saenes 286
Monthly trend in average trade size in equity OPtioNS PremMIUM .....iiiieciieeeieiieee e seree e seee e e 286
Annual trends in average daily turnover in NSE CM SE8MENT.......ciiiieiieiiiiiieeerieeeceteeeesree e seeee e 287
Annual trends in average daily turnover in NSE’s equity derivatives segment ........ccccceeeveveeeeecvieeeeennen. 288
Monthly trends of average daily turnover for equity FUTUIES ....cciiiiiiiiiiiiieeii e 289
Monthly trends of average daily turnover for equity OptioNS ......cccviiiieiiiii i e 289
Product wise MoM change in August 2025 for index options premium tUrNOVET .......cceeecvvvveeeeeeeesecvennns 289
Product wise YoY change in Augus 2025 for index options premium tUFNOVET .......cceeveeecvvrreeeereeescinnnnns 290
Annual trends in average daily turnover in commodity derivatives segment.......ccccecveeeercveeeincvieeeesenneen. 292
Annual trends in share of client participation in NSE cash market segment (%) .....cccceeevveerieeeiieenieenns 294
Annual trends in client category-wise turnover in NSE cash market segment .....ccocccevvvieeiiniiieeeennneen. 295
Annual trends in share of client participation in Equity Derivatives (Notional Turnover) at NSE (%) ...... 296
Annual trends in client category-wise notional turnover in Equity derivatives ......cccccceveecveeeencvieeeesnneen. 296
Annual trends in share of client participation in Equity futures (Notional Turnover) at NSE ................... 297

17/369



Figure 286:
Figure 287:
Figure 288:
Figure 289:
Figure 290:
Figure 291:
Figure 292:
Figure 293:
Figure 294:
Figure 295:
Figure 296:
Figure 297:
Figure 298:
Figure 299:
Figure 300:
Figure 301:
Figure 302:
Figure 303:
Figure 304:
Figure 305:
Figure 306:
Figure 307:
Figure 308:
Figure 309:
Figure 310:
Figure 311:
Figure 312:
Figure 313:
Figure 314:
Figure 315:
Figure 316:
Figure 317:
Figure 318:
Figure 319:
Figure 320:
Figure 321:

Market Pulse

September 2025 | Vol. 7, Issue 9

Annual trends in client category-wise turnover in Equity futures at NSE........cccceeeeeeeiciiiieeee e, 298
Annual trends in share of client participation in Equity options (Premium Turnover) at NSE (%) ........... 299
Annual trends in client category-wise turnover in Equity options (Premium Turnover) at NSE............... 299
Annual trends in share of client participation in Index Futures at NSE (%6) ...ccccvueeeeecieeeeecieeeeecieee e, 300
Annual trends in category-wise client turnover in Index Futures at NSE..........ccoovveevveiiiiiiiniieenneeenieennns 301
Annual trends in share of client participation in Stock Futures at NSE (96) ....coeevveeecieiervieeieeeciieeeveeens 302
Annual trends in client category-wise turnover in Stock Futures at NSE .........ccceveeiveeiiiiiieeee e, 302
Annual trends in share of client participation in Index Options (premium turnover) at NSE (%) ............ 303
Annual trends in client category-wise premium turnover in Index Options at NSE..........ccccocevvvierniieennns 304
Annual trends in share of client participation in Stock Options (Premium Turnover) at NSE (%) ............ 305
Annual trends in client category-wise premium turnover in Stock Options at NSE .......ccccccccevivivieeinnneen. 305
Annual trends in share of client participation in Currency Derivatives (Notional Turnover) at NSE (%) .. 306

Annual trends in client category-wise notional turnover in Currency Derivatives at NSE.........cccceecueenne 307
Annual trends in share of client participation in Currency Futures at NSE (%) .....ccoeevveeeeeccieeeeecieeeeene. 308
Annual trends in client category-wise turnover in Currency Futures at NSE .......ccccoevveivviiieniieenneeenineennns 308

Annual trends in share of client participation in Currency Options (Premium Turnover) at NSE (%) ...... 309

Annual trends in client category-wise premium turnover in Currency Options at NSE........ccccocccvevennneen. 310
Annual trends in share of client participation in Interest Rate Futures at NSE (%) ..cccceeeeeceeeeeccieeeeennneen. 311
Annual trends in client category-wise turnover in Interest Rate Futures at NSE.........cccooeveeiiniieenennneen. 311
Annual trends in share of client participation in Commodity Derivatives (Notional Turnover) ................ 313
Annual trends in client category-wise notional turnover in Commodity Derivatives at NSE.................... 313
Annual trends in share of client participation in Commodity Futures at NSE (%) ....c.cccevvvvieriieirieennnieennns 314
Annual trends in client category-wise turnover in Commodity Futures at NSE ........cccccoevvieeiiniieeeennneen. 314
Annual trends in share of client participation in Commodity Options (Premium Turnover) at NSE (%) .. 315

Annual trends in client category-wise premium turnover in Commodity Options at NSE.........ccccceeuuueen. 315
Annual trends in share of different channels of trading in the NSE CM segment .......ccccccveeeeeiiiccinvennenn. 317
Annual trends in turnover for channels of trading in NSE CM Segment .....ccccvvveeeeiiiiiciineeeeeescecnveeeeen, 317
Annual trends in share for modes of trading in NSE CM SEZMENT .....cvvvviiiiiiiicciiee e ceee e 318
Annual trends in share (%) of different channels (based on notional turnover) in equity derivatives..... 318

Annual trends in notional turnover for different channels in equity derivatives ........ccccccveeeeieiccciiiennnnn. 319
Annual trends in share for modes of trading in equity derivatives (based on notional turnover) ............ 319
Annual Trends in share (%) for different channels in equity fUTUIES ......ccccveieeiiiieieccieeeeceee e, 320
Annual trends in turnover for different channels in equity fUTUIES .....ccciiiieeciiiieeii e, 320
Annual trends in share for modes of trading in equity futures tUrNOVEr......ccccuvvveeeiiicicciireee e, 320
Annual trends of share (%) for different channels in equity OptioNS .......ccccveeeeeiieeiieciieee e, 321
Annual trends in premium turnover for different channels in equity Options .....ccccoeevviiieeeeiiiccciieeeeen, 321

18/369



Figure 322:
Figure 323:
Figure 324:
Figure 325:
Figure 326:
Figure 327:
Figure 328:
Figure 329:
Figure 330:
Figure 331:
Figure 332:
Figure 333:
Figure 334:
Figure 335:
Figure 336:
Figure 337:
Figure 338:
Figure 339:
Figure 340:
Figure 341:
Figure 342:
Figure 343:
Figure 344:
Figure 345:
Figure 346:
Figure 347:
Figure 348:
Figure 349:
Figure 350:
Figure 351:
Figure 352:
Figure 353:
Figure 354:
Figure 355:
Figure 356:
Figure 357:

Market Pulse

September 2025 | Vol. 7, Issue 9

Annual trends in share for modes of trading in equity options premium turnOVer........ccccceeeeeeeeccnvveeeeennn. 322
Annual trends in share of different channels for iNdeX fUtUres .......c.coeveeirnirnieneneeeeeee 322
Annual trends in turnover of different channels in iNndex fUtUres ........cccceeiiiiiiiiieiieeeeeee 323
Annual trends in share for different modes in index futures tUrNOVer .........cccceeriiiriiiiiiiiieeeeeee 323
Annual trends of share (%) for different channels in stock futures tUrNOVer .........cccceceevereeienenseenienene 324
Annual trends in turnover for different channels in StOCK fUtUrES .....coouveriiriiiiiieeececee 324
Annual trends in share for different modes in stock futures tUrnNOVer ........cccceeeiieiiniiiiiiieeeeee 324
Annual trends of share (%) for different channels in index options premium turnover..........cceceeeeennee.. 325
Annual trends in premium turnover for different channels in indeX OptioNS........ccceevveiriiiieniieeniienniieennns 325
Annual trends in share for different modes in index options premium tUrNOVer ........cccccvveeeeeeeecciveeenennn. 326
Annual trends of share (%) for different channels in stock options premium turnover..........cccceeeunnee.. 326
Annual trends in premium turnover for different channels in stock Options.........cccevceivviiiiniierniieeniieennns 327
Annual trends in share for different modes in stock options premium tUrNoVer .........ccccecveeeeecieeeeenneen. 327
Annual trends of share (%) for different channels in commodity derivatives notional turnover ............. 328
Annual trend in notional turnover for different channels in commodity derivatives........ccccceeevevveeenneen. 328
Annual trends in share for different modes in commodity derivatives notional turnover-........................ 329
Annual trends in share (%) for different channels in commodity futures turnover.........ccccoceeeeereeeennneen. 329
Annual trends for different channels of trading in commodity fUtUres ........cccoeevveiirivieiinciiee e, 330
Annual trends in share for different modes in commodity futures tuUrNoOVer .......cccccoeecvviveeeeeinieccciieeeeen, 330
Annual trends for share (%) for different channels in commodity Options .......cccceeeeeiieiicciiee e, 331
Annual trends for different channels in commodity options premium.......cccccvveeeeeiicccciiieeeee e, 331
Annual trends for different modes in commodity options premium tUrNOVET .......cccveecvvireeeeeeeieciinieeeeenn. 331
Cumulative net inflows of individual investors in NSE’s CM segment in the last six fiscal years............. 332
Annual trend of net inflows of individual investors in NSE’s CM s€gmMent ......cccceveeriieeeinieeeeesiieeeesnnen. 332
Monthly trend of individual investors’ participation in NSE CM and equity derivative segments ............ 333
Yearly trend of individual investors’ participation in NSE CM and equity derivative segments ............... 334
Trading frequency of individual investors participation in CM segment for August 2025 .........ccccuvveeeeen. 334
Region-wise distribution of monthly individual investors’ turnover in equity cash......ccccccoeeveeeieiieeennns 340
Region-wise distribution of individual investors’ participation in equity cash ........ccceecveeiiecieeeiccieeeens 341
Region-wise share of individual investors’ turnover in cash market (%) ....ccccovveeeiieenceecnieerieeecee e 341
Region-wise share of individual investors in cash Market (%) ....cueeccveeeceeeciee et 341
Top 10 states based on turnover of individual investors in equity cash.......ccccceeeeeeieicciiiieeee e, 342
Top 10 states based on individual investors’ participation in equity Cash ........cccceeeeevieeeeciiee e, 342
Share of the top 10 states based on turnover of individual investors in equity cash .......ccccccevvvccivvennennn. 343
Share of the top 10 states based on individual investors’ participation in equity cash .........ccccccuvvveeeee... 343
Top 10 districts based on equity cash turnover of individual iINVEStOrs .......ccccvveeeiiiecciiieeeee e, 344

19/369



Figure 358:
Figure 359:
Figure 360:
Figure 361:
Figure 362:
Figure 363:
Figure 364:
Figure 365:
Figure 366:
Figure 367:
Figure 368:
Figure 369:
Figure 370:
Figure 371:
Figure 372:
Figure 373:
Figure 374:
Figure 375:
Figure 376:
Figure 377:
Figure 378:
Figure 379:
Figure 380:

Market Pulse

September 2025 | Vol. 7, Issue 9

Top 10 districts based on individual investors participation in the equity cash market .........cccccuvveeeeen. 344
Share of the top 10 districts based on individual investors’ turnover in equity cash.......ccccceeeeeeenvvenennn.. 345
Share of the top 10 districts based on individual investors traded in the cash market ...........cccceeeeeen. 345
Comparison of DAM VWAP and NSE August Contract Electricity Futures LTP ......cccovveeeeeiicccciiieeeee e, 348
Comparison of NSE Electricity Futures Trade Volumes and Spot Market Volumes for August Contract. 348

Daily Open Interest in NSE August Electricity FUtUres CONTractS.....ccccvueeiieciieeeieiiiieeeeieeeeeree e eevnee e 349
Monthly trend of total MF schemes and average AUM ...ttt e e e e e e e e eaaees 351
Monthly trend of total investment through mutual funds........cooeeiieiicciiii e 352
Monthly trend of SIP contributions, new SIPs registered and discontinued SIPS .........cccccevvieervieennnneen. 352
Monthly trend of SIP stoppage ratio and 0/S SIP aCCOUNTS .....cccvecvieiieiiieeiiiieeeceiree e e s e sseeee e 352
Share of overall mutual fund AUM across asset ClaSSES .....cceercveeeieeerieeriiierieeeee et e e e seee e 354
Category-wise mutual fuNd AUM SPLit™......ooi ittt e e e e e s e arr e e s s ara e e e eaeaeeaeas 354
Category-wise share in mutual fuNd AUM® ... e e e e e et e e s saaeeeeas 354
Monthly trend of average AUM of passive mutual funds across categories .....cccevvvvevrevveerreiieeesscveeennnns 355
State-wise distribution of equity schemes AUM in JULY’25 ...ooeuiiiiiiiiieecciee et reee e e 356
Monthly trend of total investment through New SCheMES ........coociiiiiiciiiiecee e 357
Annual trend of total investment through NEW SChEMES .......ciiviiiiiiriiiei e 357
Total options tUrNOVEr: INAIA VS. US....eeiiiiiicie ettt e e e e e et re e e e e e e e nnsbee e e e e e e e e nanreeaeeeas 358
Total options contracts traded: INAIa VS. US......uiiiiiiiiiciiiiiieec et sesiirree e e s e srrreee s e s s s e aaaeaeeee s 358
Monthly trend of average daily options contracts traded in the US and India .......ccceeevveeiniiieeniniieennnns 360
Monthly trend of the ratio of India and US options contracts traded ..........ccoeecccivieeieeieeccciiiieeee s 361
Monthly trend of average daily options premium turnover in the US and India......cccoccceeirevieeiniineennnns 361
Monthly trend of the ratio of India and US options premium tUIMNOVET ......ccivveciiiiieeeeeiensiiireeeeeeeeesinnnes 361

20/369



Market Pulse

September 2025 | Vol. 7, Issue 9

List of Tables

Table 1: Sector-wise net sales growth (%) of Nifty 50 COMPANIES ...eeieeceiieeeciiieecciee e e e e e aree e e areeas 27
Table 2: Sector-wise contribution of Nifty 50 companies to net sales growth rate in QLFY26......ccccovvvveeeeeicccivvennnnnn. 28
Table 3: Sector-wise EBITDA growth (%) of Nifty 50 COMPANIES ....cccvvieeiiieeiiiecieecree et etee e reeeere e reeesrae e veeeenes 31
Table 4: Sector-wise EBITDA margin (%) of Nifty 50 companies in QLFY26 ......ccccuvereeeiieeeciieeeeeciiee et eree e e 31
Table 5: Sector-wise contribution of Nifty 50 companies (ex-Financials) to EBITDA growth rate in Q1FY26 ............. 32
Table 6: Sector-wise PAT growth (%) of Nifty 50 COMPANIES ....ecccviiiiiiieiieeccee ettt et eree e s reeeetre e s teeesraeesveeeenas 35
Table 7: Sector-wise PAT margin (%) of Nifty 50 companies in QLFY26 .....c.cocvueeeirieeeiiee e eireeecreeeeireesreeereeesvee e 35
Table 8: Sector-wise contribution of Nifty 50 companies to PAT growth rate in QLFY26......ccevvvviiieiiniieeeinieee e, 36
Table 9: Sector-wise net sales growth (%) of Nifty 500 COMPANIES ....eeieiieriiiiiiecee ettt e e e ve e e 40
Table 10: Sector-wise contribution of Nifty 500 companies to net sales growth in QLFY26......ccccvveveeciiieencieeeeennen. 41
Table 11: Sector-wise net sales growth of Nifty 500 companies (eX-Nifty 50) .....ccccceevierriiirircierriee e 41
Table 12: Sector-wise contribution of Nifty 500 companies (ex-Nifty 50) to net sales growth in Q1FY26................... 42

Table 13: Segment-wise distribution of companies based on YoY aggregate and median topline growth in Q1FY26 43

Table 14: Sector-wise EBITDA growth (%) of Nifty 500 COMPANI€S...ccccuiieiiiiiiieeeiiteeecciee e esree e esree e esree e e svee e e e aeeeas 45
Table 15: EBITDA margin (%) of Nifty 500 companies in QLFY26 .......oocieeeciieciieeee ettt eeee et e e svee e 45
Table 16: Sector-wise contribution of Nifty 500 companies (ex-Financials) to EBITDA growth rate in Q1FY26.......... 46
Table 17: Sector-wise EBITDA growth (%) of Nifty 500 companies (eX-Nifty 50) ......ccccvveeeeiiiiiieeiiiieeeecieee e e 47
Table 18: EBITDA margin (%) of Nifty 500 companies (ex-Nifty 50) in QLFY26......c.cceccieriiiiiieeeee et 47
Table 19: Sector-wise contribution of Nifty 500 companies (ex-Fin/Nifty 50) to EBITDA growth in Q1FY26.............. 48
Table 20: Sector-wise PAT growth (%) of Nifty 500 COMPANIES ......uiiiieiiiieeeiiieeeeciteeeeriee e esree e e sreee e e sareeeeeareeeesnreeas 50
Table 21: Sector-wise PAT margin (%) of Nifty 500 companies in QLFY26 ......cccecuiieeeiiiieeeeieee e eeree e e vee e e 51
Table 22: Sector-wise contribution of Nifty 500 companies to PAT growth in QLFY26....ccccccveiiviiieeiiiiieeeeeieee e, 52
Table 23: Sector-wise PAT growth (%) of Nifty 500 companies (eX-Nifty 50) .....ccccveeeviieriiriiieeeee e 52
Table 24: Sector-wise PAT margin (%) of Nifty 500 companies (ex-Nifty 50) in QLFY26 .....cceevveeiveeeeicireeecieee e, 53
Table 25: Sector-wise contribution of Nifty 500 companies (ex-Nifty 50) to PAT growth in QLFY26. .........cccveeeuvenneee. 54
Table 26: Segment-wise distribution of companies based on YoY aggregate and median PAT growth across Nifty 500

CONSTITUBNES .ottt sttt et b e e s bt e e st e s me e e s b e e s be e e e sbee s ba s e smbeesabaeeamseesabeeeanaeesanaesananess 55
Table 27: Monthly trend of sector-wise FY26 consensus earnings growth estimate (% YOY) ..ccccveevveevceeeceeecieeennee, 57
Table 28: Monthly trend of sector-wise FY27 consensus earnings growth estimate (% YOY) .coccveeeieevceeecveeciee e, 57
Table 29: Annual trend of sector-wise corporate tax growth in the Nifty 500 universe (%6) .....ccceecvveeeeecieeeeecieeeeenenen. 75
Table 30: Annual trend of sector-wise corporate tax growth in the Nifty 50 universe (%) ....ccccceeeeveeeeecieeeeccieee e, 75
Table 31: Annual trend of sector-wise share of corporate tax payments in the Nifty 500 universe (%) .....cccccueeennee.. 76
Table 32: Annual trend of sector-wise share of corporate tax payments in the Nifty 50 universe (%) ....ccccecevveeennenn. 76
Table 33: Sector-wise effective corporate tax rate in the Nifty 500 UNIVEISE ....uuiiiiiiiiiiiciiiieeeee et eecvveeeee 76
Table 34: Quintile-wise growth in corporate tax paid by Nifty 500 COMPANIES....cccuvtiieriieeeriiieeeriie e eee e 77

21/369



Market Pulse

September 2025 | Vol. 7, Issue 9

Table 35: Corporate tax share of companies in the NIFTY 500 Universe (Cumulative representation, FY15-25)....... 78
Table 36: Corporate tax share of listed companies ex NIFTY500 (Cumulative representation, FY15-25) .................. 79
Table 37: Snapshot of Domestic MacroeCoONOMIC INAICATONS . ..uuiiiiiiiccciiiiiee e e e et e e e e eeerrr e e e e e s esearrrrreeeeeseennsseeaneeeas 83
Table 38: Quarterly GDP growth trend (20121-12=100) (Z6YO0Y) ..ecccutteeecreieeeiriieeectteeeesteeeeereeeeenreeeeeasaeesenreeeeeareeas 86
Table 39: Annual real GDP growth trend (76 YOY) couueeeiieeeiie ettt ettt s e e s vee e teestaeesaaeesbaeenseesasaesnbaeesnsesennnes 89
Table 40: Component-WiSE SNAIE iN GDP (20) ..eeiecireeeeeireeeeeiireeeeiirreeeesitreeeesitreeeesisreeeessseeessssresessssesesesssesesesssesesessees 90
Table 41: Sector-wise nominal vs. real vs deflator YOY Srowth %o........uuiiiiieiii ettt 93
Table 42: Product-wise Key changes in GST taX SLabs ......uiiciiiiiiiiiiieciee ettt sree e e e e e e 96
Table 43: Service-wise key changes in GST taX SLADS ..ccuuiiiiiciiieiciee e e e e e srre e e s e e e e s aaee e e e areeas 96
Table 44: History of ratings Updates fOor INAIa.......cueeiirciieiiiiee ettt e e s e e s re e s e s be e e s s aaee e s snreeas 101
Table 45: Global comparison: India VS Other COUNTIIES ...cc.eeiiiiiiee ettt e e e e e e e s rr e e e e e e e e e e anrnnes 104
Table 46: Credit Rating Scale Comparison between major Credit Rating AZeNCIes .....ccveveecvieeeecieee e, 104
Table 47: India industrial production for JUly 2025 (J0Y0Y) ..uuiiiiiiiieiicciieeeecitee ettt e e srtee e e ree e e te e e e sbee e s s aaae e e enreeas 108
Table 48: Sector-wise core sector growth for July 2025 (Z6Y0Y) .uiieuieiecieiiieerieeeceeeeteeeteeereeeseeeeraeesaeeessseeesnseeenns 110
Table 49: Consumer Price Inflation in JUly 2025 (Z0Y0Y) ceiiiiiiiiiiiee ettt ettt ertee e e tee e e te e e e e eaae e s s naae e e e nreeas 112
Table 50: Wholesale price inflation for JULy 2025 (J0Y0Y) ittt eccieee ettt ertre e e rree e e e e e e e aae e s s naae e e enreeas 115
Table 51: Country-wise snapshot of inflation target regiME ... .. 120
Table 52: Fiscal balanCe SNAPSNOT coo. et e e e e e et e e e e e e e s e e sbrteeeeeeeeesannsasaeeeeeeeeennnrenes 126
Table 53: A snapshot of government finances (APr-JULY FY26) ......oeiiiiieieiiiee ettt etee e e vee e e e eaee e e 127
Table 54: A snapshot of Government finances in financial years FY24, FY25 and FY26 ......ccovceeeiiiniiiiineeeeeeeeeecinns 128
Table 55: Balance of Payments — QUArterly aCCOUNT ...iiiiii ittt e e ettt e e e e e e e arre e e e e e e e esnnraaeeeeeeeeeennnsnnns 131
Table 56: Balance of Payments — ANNUAL QCCOUNT ... ..uiiiii ittt s et e e s s e s sarreeee s e s e ssabreneeeesssessnnsenns 132
Table 57: India’s merchandise trade balance for JULy 2025 ......cuiiiiiciiie et rre e e aee e e 137
Table 58: Division-wise distribution of cumulative rainfall........coceeeieriiin e 145
Table 59: Category-wise number of subdivisions and % area (sub-divisional) of the country .......cccccevevveceeeccienns 146
Table 60: Benchmarks across equity, fixed income, currency, and commodity markets (As on Aug 31%, 2025) ...... 201
Table 61: Performance (total returns) across global asset classes (As on September 11, 2025).......ccceeeveeeveeneenee. 202
Table 62: Performance across NSE equity indices (As on August 315, 2025) .....cccceeeeieeriiieeiieeeieeeereesre e cveeesvee s 203
Table 63: Performance across NSE sector indices based on Price Return Index (As on August 31, 2025) ............. 206
Table 64: Index-wise distribution of total market cap of NSE listed companies (Rs lakh crore) .......ccccoceeeecvveeeenneen. 211
Table 65: Decile-wise distribution of total market cap of NSE listed companies (Rs lakh crore) ......ccccoceeeeevveeeennnenn. 214
Table 66: Top five Nifty 50 Index gainers in AUSUSE 2025 ... .uuiiiiiciiee ettt e ssree e s ree s see e e e ssbee e s s abeeeesnreeas 221
Table 67: Top five Nifty 50 Index gainers in 2025 till date (Jan’25-AUZ 25) ..eeeiicieeeeeiiieeeecreee et cevee e e eevee e e 221
Table 68: Top five Nifty 50 Index losers in AUSUST 2025 ........uiiiiiiiiiiiiiireeee e ceciirreee e e s e serirreeee e e s e s ssarereeeessssssnnnsenns 221
Table 69: Top five Nifty 50 Index losers in 2025 till date (JaN'25-AUZ 25) ....ccvviiecieeiieeciee e srreesvee s 221
Table 70: Earnings growth and forward-looking multiples for Nifty 50 INEX ..ccccvuviiieiiiiiiiiiiiieee e 222

22/369



Market Pulse

September 2025 | Vol. 7, Issue 9

Table 71: Performance of key debt indices (As of AUgUSt 315, 2025).....ciiicciiiieieciee e e ettt e e e et e e e areeas 233
Table 72: Annual performance across COMMOTITIES ...eceiiiiiieiiriireeeeeeiiiiiirereeeeeeeeirirreeeeeeeeeestrrrereeeeesessssrsreseeesesensssrenes 250
Table 73: Monthly fund mobilisation (Rs crore) through equity and debt during the year .........ccccceeeecieeeeecieee e, 261
Table 74: Annual trend of fund mobilisation (Rs crore) during the last five years........cccceeeecieeeicciiee e, 261
Table 75: Summary of IPOs on Mainboard in AUSUST 2025 ......ciicciieiiiiiiee et rre e sre e e e s bee e e s eaaee e e sareeas 265
Table 76: Summary of IPOs on Emerge platform in AUSUSt 2025 ....cciicuiiiiiiciiie ettt esree e ree e e vee e e 266
Table 77: Sector wise IPOs in FY26 till date on the mainboard..........ccooviiiiiiiiiiiiie e 266
Table 78: Sector wise IPOs in FY26 (as of Aug’25) on the emerge platform......coocceeeceeccie e 267
Table 79: Top 10 state-wise issuance on Emerge platform since inCeption .......cccveveeciieiieciiee e, 267
Table 80: Region-wise distribution of total unique registered investors (in lakh) at end of each fiscal year.............. 269
Table 81: State-wise distribution of total unique registered investors at end of each fiscal year .......ccccceevevveeinnnnenn. 270
Table 82: Number of new investors registered (in ‘000) in the top 25 States ....ccccveeeecieeeicciiee e, 273
Table 83: Distribution of registered individual investor base by age ......ueveeciieeiccieiecee e 275
Table 84: Mean and median age of registered iNdividUal INVESTOrS .....ccuiiiiiciieiiiiiee ettt siee e 275
Table 85: Age distribution of new investors added eVery YEar (96) ....cccvueeicceeeieciee e ecieee e etee e e etee e e vee e e aeeeas 275
Table 86: Mean and median age of new investors added each year (FY19 — FY26TD)....ccoecvieeevcieeeeccieeeeecieee e, 275
Table 87: State-wise gender share (%) of unique registered INVESTONS. .....ccciiiieiecee et ree e 276
Table 88: Monthly trend of turnover (RS Crore) across SEZMENTS....cccuueeeciieriieerieeereeerteeeteeerreeeseeeesreeeseeessseeessseesnns 278
Table 89: Monthly Trends in decile wise turnover (% share) in equity cash segment.......cccccceeeeeiieeecciieecccceee e, 279
Table 90: Monthly trends in decile wise turnover (% share) in stock future contracts ........cccceeeeeveeeeecveeecccciee e, 279
Table 91: Monthly trends in decile wise (% share) turnover in stock options contracts .........ccceeecveeeeecieeeeecveeecennee. 279
Table 92: Monthly trends for trades (in lakh) in equity cash and derivatives segment for NSE ..........ccccceeeeciveeeennnenn. 280
Table 93: Monthly trend of average daily turnover (Rs crore) across SEEMENtS ......ccccccvveeeeiieeeeeiiieeeeeeireeeecreeeeeaveens 283
Table 94: Monthly trends for average daily activities in equity derivatives for exchanges (NSE + BSE) .......cccceeuveu.. 284
Table 95: Monthly trends for average daily activities in equity derivatives for NSE and BSE........ccccceeveeeiriieeeennneen. 284
Table 96: Monthly trends for average trade size (Rs) in equity cash and derivatives segment for NSE...................... 285
Table 97: Average daily turnover (Rs crore) in NSE CM SEZMENT ....cciiiiiiiiiciiiee ettt vee e e vee e e e e e 287
Table 98: Average daily turnover (Rs crore) in NSE’s equity derivatives Segment ........cceecvveevieeeceeecieesciee e 288
Table 99: Average daily open interest in NSE’s equity derivatives SEgmMeNnt .......cccveeeeciiiiicciiee e 290
Table 100: Average daily turnover in currency derivatives SEZMENT .......viviiieiiiiciiiireee e eeecrrree e e e s e sssiiereeee e s s e sssanvenes 291
Table 101: Average daily turnover in Interest rate deriVatiVeS.....c.uuiiicciiii e e 291
Table 102: Average daily turnover in commodity derivatives ProduUCTS.......cccueeiecieereriiieeeecieee e eiee e seee e e aveeas 291
Table 103: Share of client participation in NSE cash market segment (%) ...ceeeeeeieeeeciiieeecceee e 294
Table 104: Share of client participation in Equity Derivatives segment (Notional turnover) of NSE (%) ......ccceeeuu....e. 295
Table 105: Share of client participation in Equity futures (Notional Turnover) segment of NSE (%) ....ccocveecveerveens 297
Table 106: Share of client participation in Equity options segment (Premium Turnover) of NSE (%) ....ccccccevveeennneen. 298

23/369



Market Pulse

September 2025 | Vol. 7, Issue 9

Table 107: Share of client participation in Index Futures 0f NSE (96) .....ceeieciiieieciieeeecieee ettt etee et 300
Table 108: Share of client participation in STOCK FUTUIrES Of NSE (20) ...uvviieerireieiiiieeeeerieeecerireeeeerireeeeenreeeeernreeeeennnenas 301
Table 109: Share of client participation in Index Options (Premium Turnover) of NSE (%6) .....ccoccveeeeecieeeeecieeeeenen. 303
Table 110: Share of client participation in Stock Options (Premium Turnover) of NSE (%) ....cceeeeveeeeeciieeeeecieee e, 304
Table 111: Share of client participation in Currency Derivatives segment (Notional Turnover) of NSE (%) ............... 306
Table 112: Share of client participation in Currency FUtUres 0f NSE (26) ....ccovvviiieireeeiinieeeeereeecereeeeeereeeeernreeeeennenes 307
Table 113: Share of client participation in Currency Options (Premium Turnover) of NSE (%) ....cccceeeeveeeeecieeeeennnee. 309
Table 114: Share of client participation in Interest Rate FUtUres of NSE (%6) ...ccoovveiiiivieiiiecieee et e 310
Table 115: Share of client participation in Commodity derivatives segment of NSE (%) ....cccvveveecvieeeeccvieee e, 312
Table 116: Monthly trend in share (%) of different channels of trading in NSE CM segment .......cccecvvvevieeeceeeecieenns 317
Table 117: Share (%) of different channels of trading in equity derivatives segment (notional turnover) ................. 318
Table 118: Monthly trend in share (%) of different channels of trading in Equity futures (based on turnover).......... 319
Table 119: Monthly trend in share (%) of different channels of trading in Equity options (Premium value) .............. 321
Table 120: Monthly Share (%) of different channels in index futures tUrNOVEr..........ccccveiieciiee e, 322
Table 121: Monthly share (%) of different channels in stock futures tUrNOVEr ........ccoccviiiieciiii e, 323
Table 122: Monthly share (%) of different channels in index options premium tUrNOVEr .........ccccveeeeecieeeeccieee e, 325
Table 123: Monthly share (%) of different channels in stock options premium turnover .........cccccceeeecieeeeecieeecennee. 326
Table 124: Share (%) for different channels of trading in commodity derivatives ........cccceceeecieeeceeecieecee e 328
Table 125: Share (%) of different channels of trading in commodity futures turnover ........ccccceeecveeeeecveee e, 329
Table 126: Monthly share (%) of different channels in commodity options premium turnover.........ccccoceeeeevveeeennneen. 330
Table 127: Trend of individual investors participation (in lakhs) in NSE cash and equity derivatives ........................ 334
Table 128: Distribution of turnover by range in NSE CM segment for all inVeSTOrs ......ccovvvvcciiiieeiiiiiniiiieeeee s 336
Table 129: Monthly trends for distribution of turnover (Rs crore) by trading range in 2025 .......ccccceeeeviveeeecieeeeenneen. 336
Table 130: Category-wise share in turnover across turnover ranges in NSE CM segment in August 2025 ................ 337
Table 131: Distribution of turnover by range in equity options (premium turnover) for all investors........ccccoveeeveennee 337

Table 132: Monthly trends for distribution of equity options premium turnover (Rs crore) by trading range in 2025337

Table 133: Distribution of turnover and the share of investors categories in equity options in August 2025 ............ 338
Table 134: Distribution of turnover by range in equity futures market for all INVESTOrs......cccvvvircveeiircvieee e, 338
Table 135: Monthly trends for distribution of turnover (Rs crore) by trading range in 2025 ........cccceeeevieeeeecveeeeennen. 338
Table 136: Distribution of turnover and the share of investors categories in equity futures in August 2025............. 339
Table 93: Top 10 traded companies in NSE CM segment in AUSUSE 2025 ......oiiiiiiiiiiiiiieeeeitee e siee e svee e 346
Table 138: Top 10 traded companies in stock futures segment in AUUST 2025......ccccuieiieiiieeincieee e e e 347
Table 139: Top 10 traded companies (premium turnover) in stock options in August 2025.......ccccceeeeviveeeecieeeeennen. 347
Table 140: Monthly trend of average AUM of mutual funds across CategOories .....uuirieieiiiiiiiiieeeee e eescirreee e e e e eecienes 353
Table 141: Comparison of contract size of S&P 500 and Nifty 50 INdeX OPtiONS......cceeeeeeeeiiiireeeee e e eeeecinns 358
Table 142: Exchange-wise options volume and premium traded in the USin HL 2025 ......cccoveeeiiiiniiiiiieeee e 360

24/369



Market Pulse

September 2025 | Vol. 7, Issue 9

Story of the month
Q1FY26 Earnings Review: Margin tailwinds boost corporate profitability

Corporate earnings in Q1 FY26 saw a meaningful recovery, driven primarily by margin tailwinds, even as topline growth
remained steady. Nifty 50 companies posted revenue growth of 6.2% YoY, marking the fourth straight quarter of
growth in the 6% range, while Nifty 500 companies recorded a slightly lower yet stable growth of 5.9% YoY. Excluding
the Energy sector — which was weighed down by softer crude prices and weaker refining margins — revenue growth
improved to a three-quarter high of 7.6% for Nifty 50 and 8.1% for Nifty 500 companies. Operating performance
strengthened sharply, supported by lower input costs, cost rationalisation, and a favourable base. EBITDA for Nifty 50
and Nifty 500 companies (ex-Financials) rose by 12.8% and 12.5% YoY, respectively — the first double-digit growth in
five quarters. This translated into a significant margin expansion, with the Nifty 50/Nifty 500 (ex-Financials) EBITDA
margin climbing to a nine/four-year high of 23.3/19.8%. Margin gains, coupled with lower interest expenses following
the 100bps policy rate cut earlier this year, provided a strong boost to profitability. As a result, aggregate PAT growth
for Nifty 50 and Nifty 500 companies returned to a double-digit trajectory at 14.8% and 13.2% YoY, respectively.

Notwithstanding the improvement in profitability in Q1 FY26, consensus profit estimates continued to face downward
revisions, though the scale of cuts has moderated, reflecting tariff-related uncertainty around corporate earnings.
According to LSEG Workspace, earnings estimates for FY26 and FY27 for the top 200 well-covered companies by
market capitalisation were trimmed by 0.5% and 0.9%, respectively, since end-June (As of September 5™, 2025),
implying an aggregate earnings CAGR of 13.3% over FY25-27. In line with these trends, the Earnings Revision
Indicator (ERI) has remained in negative territory, signalling more downgrades than upgrades, though recent readings
suggest the downgrade cycle may be nearing its trough. Macroeconomic conditions, meanwhile, remain broadly
supportive. The RBI’'s cumulative 100 bps rate cut this year, combined with fiscal measures such as income tax relief
in the Union Budget and GST rationalisation, alongside easing inflation and a healthy monsoon, are expected to lift
consumption. On the investment side, sustained public capex and lower funding costs should help crowd in private
investment. However, persistent geopolitical tensions and tariff-related headwinds could weigh on external demand
and commodity markets, leaving risks to the earnings outlook skewed to the downside.

¢ Topline growth remained steady in Q1FY26: Net sales growth of Nifty 50
companies remained in the 6% range for the fourth consecutive quarter, registering
a6.2% YoYin Q1FY26, possible reflecting the bottoming out of demand conditions.
For the broader Nifty 500 universe, topline growth remained steady at 5.9% YoY,
marking the ninth single-digit growth in a row. Performance of mid-cap companies,
while still behind large-caps, seem to have improved in Q1, with their contribution
to overall Nifty 500 top line growth improving by ~600bps QoQ to 37% in Q1.
Sector-wise, Financials, Consumer Discretionary, and Materials accounted for over
68% of the YoY expansion, with Financials leading at 39%.

Nifty 50 and Nifty 500
companies reported a
stable topline growth of
6.2% and 5.9%,
respectively in Q1.

e EBITDA growth accelerated in Q1FY26 amid margin tailwinds: EBITDA for Nifty
50 (ex-Financials) rose 12.8% YoY in Q1FY26 —the highest in six quarters — despite
a modest 5.4% YoY revenue growth. Operating margin expanded 153 bps YoY to a

EBITDA growth outpaced
revenue growth for both

36-quarter high of 23.3%, supported by cost optimisation, softer input prices and
operational efficiency in addition to lower base effect. Similar trends were seen in
the Nifty 500 universe, where EBITDA grew at a six-quarter high pace of 12.5%
YoY and margins rose to a 16-quarter high of 19.8%. Energy, Materials, and
Communication Services drove over 79% of the Nifty 500 YoY EBITDA gains,
despite contributing only 15% to the YoY revenue growth in Q1FY26. Input cost
pressures eased, with raw material cost to net sales ratio dropping over 100 bps
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YoY and 400 bps QoQ. Wage bills rose 6.4% YoY but remained stable as a share of
net sales.

PAT growth hits five-quarter high; large caps continue to outperform: Margin
tailwinds and lower interest expenses, thanks to 100bps cut in the policy repo rate
early this year, boosted corporate profitability in Q1FY26. Nifty50 companies
reported a 14.8% YoY growth in aggregate PAT in Q1FY26 — the strongest in five
quarters. PAT margins improved to a decadal high of 12.7%, up 95 bps YoY and 64
bps QoQ. For the Nifty 500 universe, PAT grew at a tad higher 13.2% YoY, with
margins up 67 bps YoY to 10.5%. Excluding the top 100 companies — the so-called
large-caps—PAT growth came in at lower 10.2% with weaker margins at 7.5%.
Sector-wise, PAT growth of the Nifty 500 companies was led by Energy,
contributing 43.5%, followed by Financials (21.1%), Materials (14.9%), and
Communication Services (10.3%).

Downward revisions continued, albeit at a slower scale: Our analysis of earnings
revisions for the top 200 well-covered companies by market capitalisation shows
that aggregate FY26 profit estimates have been trimmed by 0.5% since end-June,
with projected earnings growth now at 11.6% (As of September 5") compared with
12.1% as of June-end. Sector-wise, only Energy recorded upward revisions, while
all other sectors saw downgrades, led by Consumer Discretionary, Materials,
Financials, and Consumer Staples. Notably, Consumer Discretionary alone
accounted for over 40% of the reduction in aggregate earnings since June, despite
contributing just 7.3% to total profits. For FY27, earnings estimates were cut by
0.9% over the same period, with expected growth now at 15.0%, bringing the
implied FY25-27 CAGR to 13.3%, down from 15.6% at end-March. Looking ahead,
Financials, Energy, and Materials are projected to drive more than 63% of
incremental earnings growth over the next two years.

...With the ERI hovering in the negative territory: The Earnings Revision Indicator
(ERI) for the Nifty 50 has remained in negative territory since October 2024,
reflecting more downgrades than upgrades. A brief improvement in July 2025,
when the ERI edged up to —0.3, proved short-lived as the indicator weakened again
in August. While downgrades continue to outweigh upgrades, their magnitude has
eased, suggesting the revision cycle may be close to bottoming out. Sector-wise,
Energy, Financials, IT, and Materials have seen ERI readings stabilise near neutral,
pointing to a more balanced outlook. By contrast, consumption-linked sectors—
Consumer Staples, Consumer Discretionary, Utilities, and Healthcare—have
slipped deeper into negative territory, highlighting ongoing headwinds for earnings
in these segments.
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PAT growth for Nifty
50/500 came in much
stronger at 14.8%/13.2%
YoY, aided by lower input
costs and operating
efficiency.

Aggregate earnings
growth of top 200
companies is pegged at
11.6% and 15.0% in
FY26 and FY27
respectively, implying an
earnings CAGR of 13.3%
during this period.
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Nifty 50 Q1FY26 results

Nifty50 topline growth remained broadly steady in Q1FY26: Net sales of Nifty 50
companies grew by 6.2% YoY in Q1 FY26 to Rs 18.4 lakh crore, slightly below the 6.5%
growth in Q4 FY25, marking the fourth straight quarter of ~6% growth. Of the 50
companies, 41 reported higher revenues compared with the same quarter last year.
Sector-wise, all but Utilities posted topline growth during the quarter.

In terms of contribution, Financials, Consumer Discretionary, and Materials were the key
drivers, together accounting for 63% of the YoY revenue expansion. Financials alone,
contributed 34%, marking their third straight quarter of accelerating growth (+8.6% YOY),
led by robust treasury gains, steady gross interest income, and strong premium
collections, partly offset by muted credit demand. Consumer Discretionary—accounting
for 14.9% of YoY topline expansion—has seen its growth rate slow for three consecutive
quarters, reflecting weakness in discretionary demand. By contrast, Materials contributed
14.3% and delivered their strongest performance in 11 quarters, supported by a low
base, higher metal prices, and strong results from cement producers. Energy, comprising
nearly a quarter of Nifty 50 revenues, posted its weakest growth in three quarters,
weighed down by softer crude prices, weak refining margins, and subdued power demand
in Utilities. Excluding Energy, revenue growth for the Nifty 50 was stronger at 7.6% YoY.

Demand trends in Q1 FY26 showed incremental improvement, albeit at a slower pace.
Looking ahead, a healthy monsoon is expected to bolster rural consumption, while policy
measures—both direct (income tax relief in the Union Budget) and indirect (GST
rationalisation)—combined with falling interest rates and easing inflation, should further
support household spending. Input costs also remain subdued, enhancing margin
resilience. On the investment side, continued public capex and lower funding costs are
likely to spur private activity, though rising US tariffs cloud the outlook for export-oriented
sectors. Overall, corporate earnings are positioned to benefit from controlled costs, rural
recovery, and public investment, even as global trade tensions pose a key near-term risk.

Table 1: Sector-wise net sales growth (%) of Nifty 50 companies
QoQ growth YoY growth
Mar-25 Mar-25

Sector

Communication Services 2.4 6.1 3.3 2.8 27.3 28.5
Consumer Discretionary (4.0) 2.3 4.3) 10.0 7.2 7.0
Consumer Staples 2.4 1.6 7.5 5.5 5.2 10.5
Energy (1.3) 6.4 (5.8) 6.7 6.7 1.8
Financials 1.0 5.4 4.6 26.2 4.9 8.6
Health Care 6.4 (2.4) 4.2 9.1 11.9 9.6
Industrials (17.8) 17.5 (16.6) 10.5 6.5 8.1
Information Technology 1.4 0.2 0.0 3.4 5.4 4.0
Materials (5.4) 12.9 (4.4) 1.4 6.1 7.1
Utilities (0.2) 10.3 (6.2) 10.0 4.2 (2.2)
Nifty 50 (2.2) 6.2 (2.4) 10.5 6.5 6.2
Nifty 50 ex-Energy (2.49) 6.2 (1.3) 11.8 6.5 7.6
Nifty 50 ex-Financials (3.2) 6.5 (4.6) 6.2 7.0 5.4
Nifty 50 ex-energy ex-fin (3.9) 6.5 (4.0) 6.0 7.2 7.2

Source: CMIE Prowess, LSEG workspace, NSE.

Note: 1. The above table provides data for companies in the Nifty 50 index as on June 30'", 2025.
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Figure 1: Sector-wise net sales YoY growth of Nifty 50 companies in Q1FY26
Utilities  (2.1%) (I
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Source: CMIE Prowess, LSEG workspace, NSE.
Note: 1. The above charts provide data for companies in the Nifty 50 index as on June 30", 2025.

Table 2: Sector-wise contribution of Nifty 50 companies to net sales growth rate in Q1FY26

Contribution to net sales growth
Net sales (Rs crore) |

' : % QoQ
Communication Services 49,463 0.1 0.6
Consumer Discretionary 2,44,925 (0.6) 0.9
Consumer Staples 47,884 0.2 0.3
Energy 4,42,582 (1.5) 0.4
Financials 4,59,700 1.1 2.1
Health Care 35,223 0.1 0.2
Industrials 99,206 (1.0) 0.4
Information Technology 1,71,551 0.0 0.4
Materials 2,30,889 (0.6) 0.9
Utilities 58,262 (0.2) (0.12)
Nifty 50 18,39,684 (2.4) 6.2
Nifty 50 ex-Energy 13,97,101 2.5 5.7
Nifty 50 ex-Financials 13,79,984 8.9 4.1
Nifty 50 ex-energy ex-fin 9,37,402 5.2 3.6

Source: CMIE Prowess, LSEG workspace, NSE
Note: The above table provides data for companies in the Nifty 50 index as on June 30, 2025.
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Figure 2: Sector-wise share in net sales of Nifty 50 companies in Q1FY26
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Note: 1. The above charts provide sector-wise share of net sales for companies in the Nifty 50 index as on June 30™", 2025.

Figure 3: Quarterly trend of Nifty 50 revenue growth (YoY)
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Nifty50 companies’ EBITDA growth/margin registered a six/36-quarter high in Q1:
EBITDA for non-financial Nifty 50 companies rose by 12.8% YoY to Rs 3.2 lakh crore in
Q1FY26 - the highest growth rate in past six quarters — significantly outpacing the 5.4%
YoY revenue growth for the same group. This strong operating performance led to a 153
bps YoY and 115 bps QoQ expansion in operating margins, which reached a 36-quarter
high of 23.3%. On a sequential basis, while revenue declined by 2.4% QoQ, EBITDA
remained largely flat, inching up by 0.4%. Of the 38 non-financial Nifty 50 companies, 29
reported YoY EBITDA growth. Despite the muted topline performance, margin expansion

was supported by cost optimisation measures, softer input costs, and improved
operational efficiency.

29/369



Market Pulse

September 2025 | Vol. 7, Issue 9

Across sectors, the Energy sector led the YoY growth in operating profit in Q1FY26,
contributing a significant 45.7% to the total increase in EBITDA. It was followed by
Communication Services and Materials, which accounted for 20.5% and 19.3%,
respectively. Operating profit growth in the Energy sector was primarily driven by Reliance
Industries’ non-traditional businesses. Meanwhile, the Communication Services sector
benefited from higher ARPU and an expanding user base, and the Materials sector saw
gains from improved price realisations. Collectively, these three sectors were responsible
for over 85.5% of the total operating profit expansion during the quarter, despite
contributing just 31.8% to overall revenue growth, highlighting a significant improvement
in operational efficiency. In contrast, sectors such as Consumer Discretionary, Consumer
Staples, and Utilities made only modest contributions to the operating profit growth, held
back by subdued demand.

For the Nifty 50 (ex-Financials), raw material costs rose 1.8% YoY but declined 5.4% QoQ,
bringing down the raw material cost-to-net sales ratio by 131 bps YoY and 453 bps QoQ—
indicating improved operational efficiency despite subdued revenue growth. The YoY
increase in raw material costs was driven primarily by the Consumer Discretionary sector,
followed by Materials, though partially offset by lower costs in the Energy sector. The
wage bill increased 6.4% YoY, with its share of net sales rising slightly by 16 bps YoY. IT
sector was the largest contributor to the wage bill growth, followed by Consumer
Discretionary. Overall operating expenses rose 4.3% YoY, remaining below the net sales
growth rate for the non-financial Nifty 50 universe.

Figure 4: Change in expenses for Nifty 50 companies (ex-Financials) in Q1FY26

mQoQ mYoY
10%
8.3%
8%
6.4%
6%
4.3%
4%
1.8%
2% ° 1.2%
o [
-2%
-4%
o -4.7% -4.1%
~6% -5.4%
-8%
Raw materials Salaries & wages Other operating Total expenses**
expenses*

Source: CMIE Prowess, LSEG workspace, NSE

Note: 1. *Other operating expenses include selling, general & administrative expenses, rental expenses, and other operating costs.
2. ** Total expenses exclude interest expenses and depreciation.

3. The above chart provides data for companies in the Nifty 50 index as on June 30%", 2025.
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Table 3: Sector-wise EBITDA growth (%) of Nifty 50 companies
QoQ growth YoY growth

Sector
' Mar-25 :

Communication Services 2.3 3.1 3.2 2.2 34.3 35.5
Consumer Discretionary 1.4) 8.3 9.3) 21.2 5.2 (3.2)
Consumer Staples 1.5 5.2 (0.2) 2.8 1.2 (0.5)
Energy (4.8) 1.3 11.2 (3.6) 2.5 19.8
Financials 0.3 1.4 6.0 27.2 6.9 13.0
Health Care 14.6 (5.2) 6.0 15.3 20.7 11.6
Industrials (10.8) 19.8 (12.5) 19.9 17.1 14.8
Information Technology (3.7) 0.0 0.9) 9.0 1.7 4.6
Materials (5.6) 26.8 2.8 3.4 11.4 21.4
Utilities (4.8) 20.8 (13.9) 6.6 14.8 3.7
Nifty 50 (1.5) 4.4 3.2 15.7 7.7 12.9
Nifty 50 ex-Energy (12.0) 5.0 1.9 19.7 8.6 11.7
Nifty 50 ex-Financials 3.4) 7.6 0.4 5.6 8.5 12.8
Nifty 50 ex-energy ex-fin (2.8) 10.3 3.9) 9.9 11.1 9.8

Source: CMIE Prowess, LSEG workspace, NSE.
Note: 1. The above table provides data for companies in the Nifty 50 index as on June 30*", 2025.

Table 4: Sector-wise EBITDA margin (%) of Nifty 50 companies in Q1FY26

Sector EBITDA Margin QoQ change (bps) YoY change (bps)
Communication Services 57.5 (7) 299
Consumer Discretionary 15.9 (88) (166)
Consumer Staples 27.6 (213) (304)
Energy 22.7 349 341
Financials 74.2 98 286
Health Care 28.9 49 52
Industrials 21.2 99 124
Information Technology 25.4 (23) 16
Materials 17.3 122 204
Utilities 43.6 (392) 246
Nifty 50 36.0 197 214
Nifty 50 ex-Energy 40.2 126 147
Nifty 50 ex-Financials 23.3 115 153
Nifty 50 ex-energy ex-fin 23.5 2 58

Source: CMIE Prowess, LSEG Workspace, NSE
Note: The above table provides data for companies in the Nifty 50 index as on June 30™, 2025.
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Figure 5: Sector-wise EBITDA growth (YoY) of Nifty 50 Figure 6: Sector-wise EBITDA margin of Nifty 50
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Source: CMIE Prowess, LSEG workspace, NSE.
Note: 1. The above charts provide data for companies in the Nifty 50 index as on June 30", 2025.

Table 5: Sector-wise contribution of Nifty 50 companies (ex-Financials) to EBITDA growth rate in Q1FY26
Contribution to EBITDA growth

EBITDA (Rs crore)
% QoQ
Communication Services 28,430 0.3 2.6
Consumer Discretionary 38,856 1.2) (0.4)
Consumer Staples 13,211 (0.0) (0.0)
Energy 1,00,660 3.2 5.8
Health Care 10,162 0.2 0.4
Industrials 21,011 0.9) 0.9
Information Technology 43,520 0.2) 0.7
Materials 39,881 0.3 2.5
Utilities 25,383 (1.3) 0.3
Nifty 50 ex-Financials 3,241,114 0.4 12.8
Nifty 50 ex-energy ex-fin 2,20,454 (1.4) 3.4

Source: CMIE Prowess, LSEG Workspace, NSE
Note: The above table provides data for companies in the Nifty 50 index as on June 30™, 2025.
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Figure 7: Sector-wise share in EBITDA of Nifty 50 companies (ex-Financials) in Q1FY26
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Source: CMIE Prowess, LSEG workspace, NSE.
Note: 1. The above charts provide sector-wise share of net sales for companies in the Nifty 50 index as on June 30™", 2025.

Figure 8: Quarterly trend of Nifty 50 EBITDA growth (YoY)

EBITDA growth trend for Nifty 50 companies across quarters
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Source: CMIE Prowess, LSEG Workspace, NSE
Note: The above chart includes companies in the Nifty 50 index as at the end of respective quarters.
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Figure 9: Quarterly EBITDA margin trend of Nifty 50 companies
EBITDA margin trend for Nifty 50 companies across quarters
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Source: CMIE Prowess, LSEG Workspace, NSE
Note: The above chart includes companies in the Nifty 50 index as at the end of respective quarters.

PAT growth for the Nifty 50 universe reached a five-quarter high in Q1: In Q1FY26,
the Nifty 50 universe reported a 14.8% YoY increase in aggregate profit after tax (PAT) to
Rs 2.3 lakh crore — the strongest growth rate in last five quarters, aided by margin
tailwinds and lower interest expenses. PAT margins improved by 95 bps YoY and 64 bps
Qo0 to 12.7%, marking the highest level recorded between 2014 and 2025. Of the 50
constituents, 38 reported an expansion in PAT on a YoY basis.

All sectors registered YoY PAT growth, but the Energy sector was the largest contributor,
accounting for 40.9% of the overall YoY increase, primarily driven by low base effect and
strong growth reported by Reliance Industries. Excluding Reliance Industries, the Energy
sector’s aggregate PAT declined 5% YoY in Q1FY26, while the overall Nifty 50 universe
reported amodest 9% YoY rise in PAT. Financials, Communication Services, and Materials
also made notable contributions to overall PAT growth, accounting for 17.4%, 14.6%, and
13.2%, respectively.

Despite the overall margin expansion at the index level, several key sectors — namely
Consumer Discretionary, Consumer Staples, Financials, and Healthcare — experienced

PAT margin compression during the quarter, highlighting uneven profitability trends
across segments.
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Table 6: Sector-wise PAT growth (%) of Nifty 50 companies '
QoQ growth YoY growth

Sector
: Mar-25 :

Communication Services 53.8 (22.0) 10.7 100.2 238.6 143.8
Consumer Discretionary (38.2) 14.6 (13.1) 33.7 (26.7) 3.2
Consumer Staples 1.7) 8.5 2.5 0.6 (0.5) 3.8
Energy 9.7) 2.3 23.9 (11.5) (3.9) 31.8
Financials (2.2) 0.1) 3.5 13.2 1.2 7.1
Health Care 9.6 (11.8) 5.8 18.4 10.9 7.1
Industrials (14.8) 35.5 (12.4) 324 9.3 12.4
Information Technology (5.8) 0.9 1.2) 10.1 0.4 5.3
Materials (13.9) 91.5 (4.5) (6.7) 24.7 38.3
Utilities (12.0) 333 (19.1) 10.2 13.0 3.9
Nifty 50 9.7) 7.1 2.8 8.1 0.8 14.8
Nifty 50 ex-Energy 9.7) 8.2 1.9) 14.1 2.0 10.8
Nifty 50 ex-Financials (13.5) 11.1 24 5.5 0.7 19.1
Nifty 50 ex-energy ex-fin (15.0) 14.8 (5.7) 14.8 2.5 13.8

Source: CMIE Prowess, LSEG workspace, NSE.
Note: 1. The above table provides data for companies in the Nifty 50 index as on June 30*". 2025.

Table 7: Sector-wise PAT margin (%) of Nifty 50 companies in Q1FY26

: PAT Margin QoQ change (bps) YoY change (bps)
Communication Services 15.0 101 710
Consumer Discretionary 7.7 (78) (28)
Consumer Staples 19.2 (94) (125)
Energy 11.5 276 262
Financials 17.1 (19) (24)
Health Care 17.5 27 (41)
Industrials 9.7 47 37
Information Technology 16.4 (20) 20
Materials 6.2 (@D)] 140
Utilities 16.7 (267) 97
Nifty 50 12.7 64 95
Nifty 50 ex-Energy 13.0 (8) 37
Nifty 50 ex-Financials 11.2 76 129
Nifty 50 ex-energy ex-fin 11.0 (20) 64

Source: CMIE Prowess, LSEG Workspace, NSE
Note: The above table provides data for companies in the Nifty 50 index as on June 30™. 2025.
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Figure 10: Sector-wise PAT growth (YoY) of Nifty 50
companies in Q1FY26
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Figure 11: Sector-wise PAT margin of Nifty 50
companies in Q1FY26
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Note: 1. The above charts provide data for companies in the Nifty 50 index as on June 30", 2025.
n Q1FY26

Sector

Table 8: Sector-wise contribution of Nifty 50 companies to PAT growth rate i

PAT (Rs crore)

Contribution to PAT growth

' % QoQ % YoY
Communication Services 7,422 0.3 2.2
Consumer Discretionary 18,933 2.3) 0.3
Consumer Staples 9,217 0.1 0.2
Energy 50,914 4.3 6.1
Financials 78,669 1.2 2.6
Health Care 6,153 0.1 0.2
Industrials 9,574 (0.6) 0.5
Information Technology 28,052 (0.2) 0.7
Materials 14,353 (0.3) 2.0
Utilities 9,739 (1.0) 0.2
Nifty 50 2,33,026 2.8 14.8
Nifty 50 ex-Energy 1,82,112 (1.6) 8.7
Nifty 50 ex-Financials 1,54,357 1.6 12.2
Nifty 50 ex-energy ex-fin 1,03,443 (2.8) 6.2

Source: CMIE Prowess, LSEG Workspace, NSE

Note: The above table provides data for companies in the Nifty 50 index as on June 30™,, 2025.
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Figure 12: Sector-wise share in PAT of Nifty 50 companies in Q1FY26
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Note: 1. The above charts provide sector-wise share of net sales for companies in the Nifty 50 index as on June 30, 2025.

Figure 13: Quarterly trend of Nifty 50 PAT growth (YoY)
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Note: The above chart includes companies in the Nifty 50 index as at the end of respective quarters.
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Figure 14: Quarterly trend of Nifty 50 PAT margin

PAT margin trend for Nifty 50 companies across quarters
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Source: CMIE Prowess, LSEG Workspace, NSE
Note: The above chart includes companies in the Nifty 50 index as at the end of respective quarters.
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Nifty 500 Q4FY25 results

Topline growth for Nifty 500 reached a three-quarter high in Q1FY26: Topline growth
for the Nifty 500 universe remained steady at 5.9% YoY in Q1FY26, up from 4.6% YoY
growth reported in the December quarter. That said, topline growth for this universe has
remained in single digits for nine straight quarters, reflecting underlying demand
challenges. Nifty 50 companies, which accounted for 45% of the Nifty 500’s total revenue
in Q1FY26, contributed nearly 47% to the YoY revenue increase — slightly lower than their
51% share in the previous quarter.

Excluding the large-cap companies of the Nifty 50 cohort, the remaining Nifty 500
companies posted a marginally lower YoY revenue growth of 5.8% during the quarter.
Among other key segments, Nifty Next 50, Nifty Midcap 150, and Nifty Smallcap 250
companies contributed 6% (-100 bps), 37% (+600 bps), and 10% (-200 bps),
respectively, to the overall YoY revenue growth of the Nifty 500 universe.

In terms of breadth, 383 of the Nifty 500 companies recorded YoY revenue growth in the
June quarter. The overall Nifty 500 median net sales growth stood at 9.2% YoY, with Nifty
Midcap 150 companies leading at a median growth rate of 10.7% YoY.

Sector-wise: Barring Energy—that registered a YoY contraction in topline on decline in
crude oil prices and lower refining margins—all sectors within the Nifty 500 universe
registered YoY topline expansion in Q1FY26. Excluding Energy, Nifty 500 revenue growth
was slightly higher at 8.1% YoY-higher than Nifty 50 (ex-Energy) growth rate of 7.6%
YoY. Financials, Consumer Discretionary, and Materials were the key drivers to YoY
topline expansion, contributing 39%, 14.7%, and 14.2%, respectively. Overall, these
sectors together accounted for over 68% of the total YoY increase in net sales, while
representing 51% of overall Nifty 500 net sales. Notably, when excluding Nifty 50
companies, the combined contribution of these three sectors rose to 72%, with Financials
alone accounting for 43% of the YoY topline growth in Q1.

Although Financials remained the largest contributors to YoY topline growth within the
Nifty 500 (ex-Nifty 50 universe), the sector's overall growth rate remained in single digits
for three successive quarters. Following two consecutive quarters of decline, the
Consumer Discretionary sector saw a slight recovery in its topline growth rate in Q1FY26,
supported by a low base effect. Materials sector, in contrast, recorded its second-highest
top line growth in the past ten quarters, supported by a low base and favourable pricing.
Industrials sector posted its weakest performance in seven quarters, with growth slowing
for the third straight quarter, as private capex continues to remain subdued due to
sustained uncertainty around demand recovery.

39/369



Market Pulse

September 2025 | Vol. 7, Issue 9

Table 9: Sector-wise net sales growth (%) of Nifty 500 companies ‘
QoQ growth YoY growth

Sector

: Mar-25 1
Communication Services 2.1 2.7 1.6 3.9 13.8 13.3
Consumer Discretionary 1.1) 1.8 (1.0) 12.3 8.2 8.4
Consumer Staples 5.7 2.0 5.0 8.3 12.3 11.7
Energy (2.0) 3.7 4.2) 3.7 1.3 (0.8)
Financials (2.3) 8.7 1.4 19.4 4.5 8.4
Health Care 2.5 3.8 1.5 6.9 11.7 10.6
Industrials (16.6) 18.7 (18.0) 111 9.4 7.6
Information Technology 1.1 0.9 (0.9) 5.8 9.3 7.1
Materials (3.8) 8.6 (3.8) 1.5 7.2 7.1
Real Estate (22.8) 17.2 (12.8) 251 15.1 30.0
Utilities 7.7 5.7 21 13.2 7.8 21
Nifty 500 (2.4) 6.4 (2.49) 9.6 5.9 5.9
Nifty 500 ex-Energy (2.6) 7.3 (1.9) 11.7 7.4 8.1
Nifty 500 ex-Financials (2.5) 5.6 3.9) 6.3 6.5 5.0
Nifty 500 ex-energy ex-fin (2.8) 6.5 3.7) 7.7 9.0 7.9

Source: CMIE Prowess, LSEG workspace, NSE.
Note: 1. The above table provides data for companies in the Nifty 500 index as on June 30, 2025.

Figure 15: Sector-wise net sales YoY growth of Nifty 500 companies in Q1FY26
Energy (0.8%) M

Utilities B 21%
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IT I 7.1%
Materials s 1%
Industrials D 6%
Nifty 500 ex-Energy & Fin e 7.9%
Nifty 500 ex-Energy e 8%
Cons. Disc. D 8.4%
Financials D 8.4%
Healthcare Dl 10.6%
Cons. Stap. s 11.7%
Comm. Svcs. D 13.3%
Realty L 30.0%
(5%) 0% 5% 10% 15% 20% 25% 30% 35%

Source: CMIE Prowess, LSEG workspace, NSE.
Note: 1. The above charts provide data for companies in the Nifty 500 index as on June 30, 2025.
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Table 10: Sector-wise contribution of Nifty 500 companies to net sales growth in Q1FY26

Contribution to net sales growth

Sector Net sales (Rs crore)

: : % QoQ
Communication Services 86,684 0.0 0.3
Consumer Discretionary 4,31,643 -0.1 0.9
Consumer Staples 1,42,084 0.2 0.4
Energy 9,13,930 -0.9 -0.2
Financials 11,46,435 0.4 2.3
Health Care 1,18,197 0.0 0.3
Industrials 2,90,225 -1.5 0.5
Information Technology 2,52,470 -0.1 0.4
Materials 4,87,913 -0.5 0.8
Real Estate 15,322 -0.1 0.1
Utilities 1,84,871 0.1 0.1
Nifty 500 40,69,773 -2.4 5.9
Nifty 500 ex-Energy 31,55,843 -1.5 6.1
Nifty 500 ex-Financials 29,23,338 -2.8 3.6
Nifty 500 ex-energy ex-fin 20,09,408 -1.9 3.8

Source: CMIE Prowess, LSEG Workspace, NSE
Note: The above table provides data for companies in the Nifty 500 index as of June 30, 2025.

Table 11: Sector-wise net sales growth of Nifty 500 companies (ex-Nifty 50)

QoQ growth ; YoY growth
' Mar-25 Jun-25
Communication Services 1.8 (1.4) (0.6) 5.0 0.2 (2.1)
Consumer Discretionary 3.2 0.8 3.6 15.5 9.8 10.4
Consumer Staples 7.4 2.2 3.8 9.7 16.2 12.2
Energy (2.6) 1.3 (2.4) 1.1 (3.4) (3.2
Financials (4.3) 11.0 (0.6) 15.3 4.3 8.3
Health Care 0.9 6.6 0.4 6.0 11.6 11.0
Industrials (15.9) 19.2 (18.7) 11.4 11.0 7.3
Information Technology 0.5 24 (2.8) 12.0 18.2 14.3
Materials (2.3) 4.9 (3.2) 1.7 8.2 7.1
Real Estate (22.8) 17.2 (12.8) 251 15.1 30.0
Utilities 121 3.4 6.4 14.9 9.8 4.2
Nifty 500 2.7 6.6 (2.4) 8.9 5.4 5.8
Nifty 500 ex-Energy (2.8) 8.1 (2.49) 11.6 8.1 8.4
Nifty 500 ex-Financials (2.0) 4.8 3.2) 6.4 5.9 4.7
Nifty 500 ex-energy ex-fin 1.7) 6.4 (3.5) 9.3 10.6 8.5

Source: CMIE Prowess, LSEG workspace, NSE.
Note: 1. The above table provides data for companies in the Nifty 500 index as on June 30", 2025.
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Figure 16: Sector-wise net sales YoY growth of Nifty 500 companies (ex-Nifty 50) in Q1FY26
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Source: CMIE Prowess, LSEG workspace, NSE.
Note: 1. The above charts provide data for companies in the Nifty 500 index as on June 30™, 2025.

Table 12: Sector-wise contribution of Nifty 500 companies (ex-Nifty 50) to net sales growth in Q1FY26

Contribution to net sales growth
Net sales (Rs crore) |

: % QoQ
Communication Services 37,221 -0.0 -0.0
Consumer Discretionary 1,86,718 0.3 0.8
Consumer Staples 94,200 0.2 0.5
Energy 4,71,348 -0.5 -0.7
Financials 6,86,735 -0.2 2.5
Health Care 82,974 0.0 0.4
Industrials 1,91,019 -1.9 0.6
Information Technology 80,919 -0.1 0.5
Materials 2,57,024 -0.4 0.8
Real Estate 15,322 -0.1 0.2
Utilities 1,26,609 0.3 0.2
Nifty 500 22,30,089 -2.4 5.8
Nifty 500 ex-Energy 17,58,741 -1.9 6.5
Nifty 500 ex-Financials 15,43,354 -2.2 3.3
Nifty 500 ex-energy ex-fin 10,72,007 -1.7 4.0

Source: CMIE Prowess, LSEG Workspace, NSE
Note: The above table provides data for companies in the Nifty 500 index as of June 30, 2025.
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Figure 17: Share of Nifty index constituents in overall net sales growth of Nifty 500 universe in Q1FY26

Contribution of Nifty index constituents to the overall net sales growth (%YoY) in Q1FY26
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Note: The above chart provides data for companies in the Nifty 500 index as of June 30*", 2025.
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Table 13: Segment-wise distribution of companies based on YoY aggregate and median topline growth in Q1FY26
10% -20%

0.6

Nifty 500

20%-30% 30%-40% 40% - 50% >50% Median (%)
Nifty 50 9 20 13 5 1 1 1 8.5%
Nifty Next 50 15 11 9 12 2 0 2 9.9%
Nifty Midcap 150 23 50 41 19 8 3 6 10.7%
Nifty Smallcap 250 66 69 56 20 16 3 15 8.2%
Nifty 500 113 150 119 56 27 7 24 9.2%

Source: CMIE Prowess, LSEG Workspace, NSE

Note: The above chart provides data for companies in the Nifty 500 index as of June 30*", 2025.

Figure 18: Quarterly trend of Nifty 500 revenue growth (YoY)
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Note: The above chart includes companies in the Nifty 500 index as at the end of respective quarters.
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Operating performance for Nifty 500 strongest in the last six quarters: EBITDA for
Nifty 500 companies (excluding Financials) rose 12.5% YoY in Q1FY26 — its strongest
increase in six quarters and marking the third straight quarter of acceleration in growth
rate. Meanwhile, operating margins expanded to a 16-quarter high of 19.8%, up 132 bps
YoY and 67 bps QoQ.

EBITDA performance of companies within the Nifty 500 universe, excluding the Nifty 50
cohort, was slightly lower at 12.2% YoY against a revenue increase of just 4.7% YoY,
resulting in margin expansion of 112 bps YoY and 27 bps QoQ to a seven-quarter high of
16.8%. Among non-financial Nifty 500 companies, 278 reported YoY growth in EBITDA
down from 291 in the previous quarter.

For the Nifty 500 (excluding Financials), raw material costs rose 1.9% YoY but declined
sharply by 4.8% QoQ, resulting in a significant 102bps YoY and 405bps QoQ drop in the
raw material cost-to-net sales ratio. The sequential decline in input costs can be partly
attributed to easing commodity prices, especially crude oil, helping support EBITDA
margins, even in the face of relatively lower top-line expansion. Overall operating
expenses rose 4.3% YoY, staying below the net sales growth rate, which points to
improved cost management efforts and operating leverage across sectors, thereby
supporting margin resilience in a subdued revenue environment.

In Q1FY26, Energy, Materials, and Communication Services were the primary drivers of
YoY EBITDA growth within the Nifty 500 universe. Energy and Materials saw a boost from
easing input costs, while Communication Services, with a strong EBITDA growth of 13.6%
— benefited from rising ARPU and new subscriber additions. All three sectors also
reported notable improvements in EBITDA margins, reflecting improved cost efficiencies.

Figure 19: Change in expenses for Nifty 500 companies (ex-Financials) in Q1FY26

HQoQ mYoY
0,
10% 8.8%
8.1%
8%
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4.3%
4%
2% 1.9% 1.7%
(o]
B B
-2%
-4%
-4.1%
-6% -4.8% -5.1%
Raw materials Salaries & wages Other operating Total expenses**
expenses*

Source: CMIE Prowess, LSEG workspace, NSE.
Note: 1. The above table provides data for companies in the Nifty 500 index as on June 30", 2025
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Sector

Nifty 500 companies

QoQ growth
Mar-25
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YoY growth

Communication Services 1.4 1.6 1.7 ‘ 2.8 25.4 25.7
Consumer Discretionary (1.5) 3.8 (6.5) 17.3 3.2 (2.0)
Consumer Staples 8.4 4.3 3.0 11.7 5.2 (0.1)
Energy (11.3) 9.9 8.5 (23.7) 2.7 25.6
Financials 1.0 3.9 2.3 22.5 11.0 12.4
Health Care 14.5 2.4 6.0 27.2 16.6 7.9
Industrials (17.5) 12.4 (18.2) 23.2 11.9 10.9
Information Technology (3.7) 2.0 (1.3) 9.7 6.1 8.7
Materials 0.1 13.1 (0.5) 7.9 17.2 16.4
Real Estate 9.2) 11.5 (7.2) 53.0 7.7 9.9
Utilities 9.6 11.6 3.1 6.5 9.1 2.7
Nifty 500 (1.0) 5.8 1.0 12.3 10.2 12.5
Nifty 500 ex-Energy 0.3 5.3 0.1 18.4 11.2 11.0
Nifty 500 ex-Financials 3.3) 8.1 (0.5) 2.0 9.4 12.5
Nifty 500 ex-energy ex-fin (0.8) 7.6 (3.2) 12.7 11.4 8.8

Source: CMIE Prowess, LSEG workspace, NSE.

Note: The above table provides data for companies in the Nifty 500 index as of June 30, 2025.

Table 15: EBITDA margin (%) of Nifty 500 companies in Q1FY26
Sector EBITDA Margin QoQ change (bps) YoY change (bps)
Communication Services 49.5 6 491
Consumer Discretionary 14.1 (83) (150)
Consumer Staples 17.8 (35) (209)
Energy 15.5 180 326
Financials 60.4 53 215
Health Care 27.6 117 (68)
Industrials 20.6 (5) 61
Information Technology 21.9 (8) 33
Materials 19.3 63 154
Real Estate 39.1 236 (713)
Utilities 33.2 34 19
Nifty 500 31.3 106 181
Nifty 500 ex-Energy 35.8 74 95
Nifty 500 ex-Financials 19.8 67 132
Nifty 500 ex-energy ex-fin 21.8 14 19

Source: CMIE Prowess, LSEG Workspace, NSE

Note: The above table provides data for companies in the Nifty 500 index as of Jun 30", 2025.
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Figure 20: Sector-wise EBITDA growth (YoY) of Nifty
500 companies in Q1FY26
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Source: CMIE Prowess, LSEG Workspace, NSE
Note: 1. The above charts provide data for companies in the Nifty 500 index as of
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Figure 21: Sector-wise EBITDA margin of Nifty 500
companies in Q1FY26
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Table 16: Sector-wise contribution of Nifty 500 companies (ex-Financials) to EBITDA growth rate in Q1FY26
Contribution to EBITDA growth

‘ % QoQ
Communication Services 42,905 0.1 1.7
Consumer Discretionary 61,035 0.7) (0.2)
Consumer Staples 25,334 0.1 (0.0)
Energy 1,41,820 1.9 5.6
Health Care 32,641 0.3 0.5
Industrials 59,763 (2.3) 1.1
Information Technology 55,169 0.2) 0.9
Materials 93,999 (0.1) 2.6
Real Estate 5,997 0.2) 0.1
Utilities 61,397 0.3 0.3
Nifty 500 ex-Financials 5,80,061 (0.5) 12.5
Nifty 500 ex-energy ex-fin 4,38,241 (2.4) 22.7

Source: CMIE Prowess, LSEG Workspace, NSE

Note: The above table provides data for companies in the Nifty 500 index as of June 30%", 2025.
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Nifty 500 companies (ex-Nifty 50)

Table 17: Sector-wise EBITDA growth (%) of
QoQ growth YoY growth

Sector

' Mar-25 Jun-25 Jun-24 Mar-25 Jun-25
Communication Services 0.1 (1.0) (1.0) 3.9 11.3 10.1
Consumer Discretionary @.7) (3.8) 1.1 10.7 (0.4) 0.3
Consumer Staples 17.2 3.2 6.7 234 10.3 0.4
Energy (25.8) 36.0 2.3 (52.5) 3.3 42.5
Financials 1.8 6.2 (1.0 18.3 15.0 11.9
Health Care 14.4 6.2 6.0 331 14.8 6.4
Industrials (20.5) 9.1 (21.0) 24.9 9.5 8.8
Information Technology (3.4) 10.2 (2.7) 12.8 26.1 27.1
Materials 4.5 5.1 (2.9) 11.2 21.6 13.0
Real Estate 9.2) 11.5 (7.2) 53.0 7.7 9.9
Utilities 22.3 3.8 19.9 6.5 4.1 2.0
Nifty 500 (0.4) 7.2 (1.3) 8.8 13.0 12.0
Nifty 500 ex-Energy 1.6 5.7 (1.5) 17.2 13.8 10.3
Nifty 500 ex-Financials 3.2) 8.6 (1.6) (2.2) 10.4 12.2
Nifty 500 ex-energy ex-fin 1.3 4.8 2.3) 15.6 11.8 7.9

Source: CMIE Prowess, LSEG Workspace, NSE.
Note: 1. The above table provides data for companies in the Nifty 500 index as of June 30™", 2025.

Table 18: EBITDA margin (%) of Nifty 500 companies (ex-Nifty 50) in Q1FY26

Sector EBITDA Margin QoQ change (bps) YoY change (bps)
Communication Services 38.9 a7) 432
Consumer Discretionary 11.9 (59) (122)
Consumer Staples 12.9 35 (152)
Energy 8.7 40 280
Financials 51.2 (21) 164
Health Care 27.1 143 (120)
Industrials 20.3 (59) 28
Information Technology 14.4 2 145
Materials 21.1 7 109
Real Estate 39.1 236 (713)
Utilities 28.4 320 (62)
Nifty 500 27.4 32 153
Nifty 500 ex-Energy 32.4 30 55
Nifty 500 ex-Financials 16.8 27 112
Nifty 500 ex-energy ex-fin 20.3 26 (13)

Source: CMIE Prowess, LSEG Workspace, NSE
Note: The above table provides data for companies in the Nifty 500 index excluding the Nifty 50 companies as of June 30™", 2025.
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Figure 22: Sector-wise EBITDA growth (YoY) of Nifty
500 companies (ex-Nifty 50) in Q1FY26
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Source: CMIE Prowess, LSEG workspace, NSE.
Note: 1. The above charts provide data for companies in the Nifty 500 index as on June 30, 2025.
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Figure 23: Sector-wise EBITDA margin of Nifty 500
companies (ex-Nifty 50) in Q1FY26
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Communication Services 14,475 (0.12) 0.6
Consumer Discretionary 22,179 (0.1) 0.0
Consumer Staples 12,123 0.3 0.0
Energy 41,160 0.4 5.3
Health Care 22,478 0.5 0.6
Industrials 38,752 (3.9 1.4
Information Technology 11,649 0.2) 1.1
Materials 54,118 (0.6) 2.7
Real Estate 5,997 (0.2) 0.2
Utilities 36,014 2.3 0.3
Nifty 500 ex-Financials 2,58,947 (1.6) 12.2
Nifty 500 ex-energy ex-fin 2,17,786 (3.3) 23.1

Source: CMIE Prowess, LSEG Workspace, NSE
Note: The above table provides data for companies in the Nifty 500 index as of June 30%", 2025.
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Figure 24: Quarterly trend in Nifty 500 EBITDA growth (YoY)
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Figure 25: Quarterly trend in EBITDA margin of Nifty 500 companies
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PAT growth for Nifty 500 universe touched a five-quarter high in Q1: In Q1FY26,
aggregate adjusted PAT for Nifty 500 companies rose 13.2% YoY to Rs 4.25 lakh crore.
This was accompanied by a 67 bps YoY expansion in PAT margins, which climbed to a
multi-quarter high of 10.5%. However, excluding the Nifty 50 constituents, the remaining
Nifty 500 companies posted a slightly lower PAT growth of 11.4% — their weakest in last
three quarters. Profitability in this broader segment also lagged, with PAT margins at

8.6%, underscoring the continued outperformance of large-cap companies.

Within the Nifty 500 universe, 311 companies reported YoY growth in PAT, down from
314 in the previous quarter. In terms of profit share, the Nifty 50 accounted for 54.8% of
the total Nifty 500 PAT in Q1FY26, followed by the Nifty Midcap 150 at 32.6%. The Nifty
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Next 50 and Nifty Smallcap 250 had relatively smaller shares at 4.1% and 8.5%,
respectively. Notably, the Nifty 50 also contributed a higher 60% to the overall YoY PAT
growth, highlighting its dominant role in driving earnings momentum. The median PAT
growth for Nifty 500 companies came in at 9.2% YoY.

Despite the dominance of large caps, midcap companies also showed improvement in
underlying growth trends. The median YoY PAT growth for the Nifty Midcap 150 stood at
a robust 11.9% YoY, outpacing the Nifty 50 (9.9% YoY) and the overall Nifty 500 (9.2%
YoY). In comparison, the Nifty Next 50 and Nifty Smallcap 250 posted more modest
median PAT growth rates of 5.9% YoY and 5.3% YoY, respectively — highlighting
relatively muted earnings performance in the broader market. Sector-wise, Energy
(43.5%), Financials (21.1%), Materials (14.9%) and Communication Services (10.3%)
continued to be major contributors to PAT growth in Nifty 500 universe.

Table 20: Sector-wise PAT grwth (%) of Nifty 500 companies
QoQ growth

Sector

YoY growth

: Mar-25 ;
Communication Services NA (38.8) 44.0 NA NA NA
Consumer Discretionary (29.8) 8.2 (10.4) 22.7 (22.3) (0.8)
Consumer Staples 9.1 6.3 5.4 13.0 5.4 1.8
Energy (17.8) 20.2 17.6 (37.3) (0.4) 42.6
Financials (3.9) 8.7 (6.3) 18.3 9.9 7.1
Health Care 46.5 (0.4) 9.3 39.1 42.5 6.3
Industrials (18.0) 14.9 (25.7) 28.4 13.9 3.1
Information Technology (6.0) 2.8 .3) 9.5 5.0 10.2
Materials 5.7 27.1 (3.1) 3.6 34.0 22.8
Real Estate (15.7) 12.7 (12.6) 65.7 9.3 13.4
Utilities 19.1 26.3 2.8 0.1 13.8 (1.8)
Nifty 500 (5.6) 11.5 (2.4) 4.9 9.5 13.2
Nifty 500 ex-Energy (3.3) 10.2 (5.6) 17.2 11.3 8.7
Nifty 500 ex-Financials (6.6) 13.4 0.2 (2.3) 9.3 17.2
Nifty 500 ex-energy ex-fin (2.8) 11.5 (5.1) 16.3 12.6 9.9

Source: CMIE Prowess, LSEG workspace, NSE.
Note: 1. The above table provides data for companies in the Nifty 50 index as on June 30'", 2025.
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Table 21: Sector-wise PAT margin (%) of Nifty 500 companies in Q1FY26

PAT Margin QoQ change (bps) YoY change (bps)
Communication Services 4.8 140 605
Consumer Discretionary 6.2 (65) (58)
Consumer Staples 11.5 4 (111)
Energy 7.9 146 241
Financials 13.8 (114) 17)
Health Care 15.0 107 (61)
Industrials 9.3 97) (40)
Information Technology 13.8 (5) 39
Materials 8.1 6 104
Real Estate 22.3 6 (327)
Utilities 13.5 9 (53)
Nifty 500 10.5 1 67
Nifty 500 ex-Energy 11.2 (44) 6
Nifty 500 ex-Financials 9.1 37 95
Nifty 500 ex-energy ex-fin 9.7 (13) 18

Source: CMIE Prowess, LSEG Workspace, NSE

Note: The above table provides data for companies in the Nifty 500 index as of June 30, 2025.

Figure 26: Sector-wise PAT growth (YoY) of Nifty
500 companies in Q1FY26
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Figure 27: Sector-wise PAT margin of Nifty 500
companies in Q1FY26
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Note: 1. The above charts provide data for companies in the Nifty 500 index as of June 30", 2025.
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Table 22: Sector-wise contribution of Nifty 500 companies to PAT growth in Q1FY26
Contribution to PAT growth

Sector

% QoQ
Communication Services 4,123 0.3 1.4
Consumer Discretionary 26,725 0.7) (0.1)
Consumer Staples 16,360 0.2 0.1
Energy 72,299 25 5.8
Financials 1,58,051 (2.5) 2.8
Health Care 17,724 0.3 0.3
Industrials 27,055 (2.2) 0.2
Information Technology 34,825 0.2) 0.9
Materials 39,742 (0.3) 2.0
Real Estate 3,421 (0.1) 0.1
Utilities 25,024 0.2 0.1)
Nifty 500 4,25,349 (2.9) 13.2
Nifty 500 ex-Energy 3,53,050 (4.8) 7.5
Nifty 500 ex-Financials 2,67,298 0.1 10.4
Nifty 500 ex-energy ex-fin 1,94,998 (2.4) 4.7

Source: CMIE Prowess, LSEG Workspace, NSE
Note: The above table provides data for companies in the Nifty 500 index as of June 30, 2025.

Table 23: Sector-wise PAT grwth (%) of Nifty 500 companies (ex-Nifty 50)

QoQ growth YoY growth

Sector
: Mar-25 Mar-25
Communication Services NA NA NA NA NA NA
Consumer Discretionary 1.1) (5.9) (3.1) 4.3 (7.4) 9.4)
Consumer Staples 26.3 3.3 9.4 33.1 14.8 (0.6)
Energy (36.2) 85.7 4.9 (67.5) 7.8 77.1
Financials (5.5) 17.2 (14.4) 23.7 18.2 7.1
Health Care 78.0 7.3 11.2 53.2 69.5 5.9
Industrials (19.4) 7.8 (31.4) 26.6 16.0 (1.3)
Information Technology (6.8) 11.5 @.7) 6.1 29.7 36.8
Materials 18.5 6.4 (2.2) 9.2 40.1 15.5
Real Estate (15.7) 12.7 (12.6) 65.7 9.3 13.4
Utilities 50.0 20.1 24.2 (5.0) 14.6 (5.1)
Nifty 500 (0.2) 16.8 (7.9) 1.3 20.8 11.4
Nifty 500 ex-Energy 4.3 12.3 (9.3) 20.5 22.4 6.5
Nifty 500 ex-Financials 4.3 16.6 2.7) (120.9) 22.9 14.6
Nifty 500 ex-energy ex-fin 14.5 8.0 4.3) 17.9 26.7 5.9

Source: CMIE Prowess, LSEG Workspace, NSE
Note: 1. The above table provides data for companies in the Nifty 500 index as of June 30", 2025.
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Table 24: Sector-wise PAT margin (%) of Nifty 500 companies (ex-Nifty 50) in Q1FY26

Sector PAT Margin QoQ change (bps) YoY change (bps)
Communication Services (8.9) 140 174
Consumer Discretionary 4.2 (29) 92)
Consumer Staples 7.6 39 (98)
Energy 4.5 31 206
Financials 11.6 (186) (13)
Health Care 13.9 136 (68)
Industrials 9.2 (a70) (80)
Information Technology 8.4 10 138
Materials 9.9 10 72
Real Estate 22.3 6 327)
Utilities 12.1 173 (118)
Nifty 500 8.6 (51) 44
Nifty 500 ex-Energy 9.7 (74) (18)
Nifty 500 ex-Financials 7.3 4 64
Nifty 500 ex-energy ex-fin 8.5 (7) (22)

Source: CMIE Prowess, LSEG Workspace, NSE
Note: The above table provides data for companies in the Nifty 500 index as of June 30, 2025.

Figure 28: Sector-wise PAT growth (YoY) of Nifty Figure 29: Sector-wise PAT margin of Nifty 500
500 companies (ex-Nifty 50) in Q1FY26 companies (ex-Nifty 50) in Q1FY26
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Nifty 500 e s.6%
Financials l 7.1%
Industrials B 9.2%
Nifty 500 W 114% Nifty 500 ex-Energy e 9.7%
Realty B 13.4% Materials B 9.9%
Nifty 500 ex-Fin M 14.6% Financials B 116%
Materials Bl 155% Utilities B 101%
IT B 36.8% Healthcare I 139%
Energy D 7% Realty D 223%
(50%) 0% 50% 100% (20%) (10%) 0% 10% 20% 30%

Source: CMIE Prowess, LSEG Workspace, NSE
Note: 1. The above charts provide data for companies in the Nifty 500 index as of June 30%", 2025.
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Table 25: Sector-wise contribution of Nifty 500 companies (ex-Nifty 50) to PAT growth in Q1FY26
Contribution to PAT growth

Sector

% QoQ
Communication Services -3,299 0.3 0.4
Consumer Discretionary 7,792 (0.1) (0.5)
Consumer Staples 7,144 0.3 (0.0)
Energy 21,385 0.5 5.4
Financials 79,382 (6.4) 3.0
Health Care 11,571 0.6 0.4
Industrials 17,480 (3.8) (0.2)
Information Technology 6,772 0.2) 1.1
Materials 25,389 (0.3) 2.0
Real Estate 3,421 (0.2) 0.2
Utilities 15,285 1.4 (0.5)
Nifty 500 1,92,323 (7.9) 11.4
Nifty 500 ex-Energy 1,70,937 (8.4) 6.0
Nifty 500 ex-Financials 1,12,940 (1.5) 8.4
Nifty 500 ex-energy ex-fin 91,555 (2.0) 3.0

Source: CMIE Prowess, LSEG Workspace, NSE
Note: The above table provides data for companies in the Nifty 500 index as of June 30, 2025.

Figure 30: Share of Nifty index constituents in overall PAT growth of Nifty 500 universe in Q1FY26
Contribution of Nifty index constituents to the overall PAT growth (%YoY) in Q1FY26
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Source: CMIE Prowess, LSEG Workspace, NSE
Note: The above chart provides data for companies in the Nifty 500 index as of June 30*", 2025.
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Table 26: Segment-wise distribution of companies based on YoY aggregate and median PAT growth across Nifty
500 constituents

0% - 10% 10% -20% 20%-30% 30%-40% 40% - 50% >50% Median (%)
Nifty 50 12 14 6 7 5 1 5 9.9%
Nifty Next 50 19 8 5 2 4 3 10 5.9%
Nifty Midcap 150 44 24 26 17 8 6 25 11.9%
Nifty Smallcap 250 101 32 28 26 12 12 34 5.3%
Nifty 500 176 78 65 52 29 22 74 9.2%

Source: CMIE Prowess, LSEG Workspace, NSE
Note: The above chart provides data for companies in the Nifty 500 index as of June 30", 2025.
Figure 31: Quarterly trend in Nifty 500 PAT growth (YoY)

PAT growth trend for Nifty 500 companies
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Note: The above chart includes companies in the Nifty 500 index as at the end of respective quarters.
Figure 32: Quarterly trend in PAT margin of Nifty 500 companies
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Source: CMIE Prowess, LSEG Workspace, NSE
Note: The above chart includes companies in the Nifty 500 index as at the end of respective quarters.
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Earnings revision analysis

Consensus FY26/27 aggregate PAT estimates witnessed modest downgrades:
Aggregate PAT growth witnessed continued recovery in the first quarter, despite steady
topline growth, reflecting the impact of easing input prices and cost optimization by
companies. The relatively slower top-line performance, coupled with tariff-induced
threat to corporate profitability, triggering further downgrades in earnings estimates,
even as the pace has reduced. Our analysis of earnings revisions of the top 200 well-
covered companies by market capitalisation® show that the aggregate earnings estimate
for FY26 fell by a modest 0.5% since June-end, translating into earnings growth of 11.6%
(As on September 5™ vs. 12.1% as of June-end, outpacing expected nominal GDP growth
for this year. Notably, all sectors, barring Energy, have seen downgrades in earnings
estimates, led by Consumer Discretionary, Materials and Financials, together contributing
to ~94% of the earnings downgrades, higher than their combined share of ~53% to total
aggregate earnings of this universe for FY26. Consumer Staples and Healthcare also saw
similar cuts in earnings estimates in absolute terms. The Energy sector, on the other hand,
saw steep upgrades in the current quarter, almost entirely offsetting the impact of
combined downward revisions in Consumer Discretionary, Materials, Financials and
Consumer Staples.

Earnings estimate for FY27 was also cut by a slightly higher 0.9% since Jun-end, leading
to an expected profit growth of 15.0%. This translates into an annualized growth of 13.3%
for FY25-27 as of September 5™, falling from 13.8% as of June-end and 15.6% as of
March-end. The downward revision in FY27 earnings was also broad-based, with all
sectors seeing a decline in earnings estimates, led by Consumer Discretionary, Energy,
Information Technology, and Materials.

Figure 33: Aggregate consensus profit growth estimate Figure 34: Aggregate consensus earnings revisions

for top 200 covered companies (% YoY) since Jan’25 for top 200 covered companies
Aggregate consensus profit growth estimate for top Aggregate consensus earnings revisions for top 200
200 covered companies 1.0% covered companies since Jan'25
— FY25 FY26 FY27 - FY25 FY26 FY27
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May-24 Aug-24 Nov-24 Feb-25 May-25 Sep-25 25 25 25 25 25 25 25 25

Source: CMIE Prowess, LSEG Workspace, NSE
Note: Based on IBES earnings estimates of top 200 companies by one-year average market cap ending June 30", 2025, covered by at least five analysts at any given
point of time over the last one year. Data is as of September 5%, 2025.

1 The sample set consists of top 200 companies by one-year average market cap ending June 30", 2025, covered by at least five or more analysts during the previous
12 months using IBES estimates from LSEG Workspace.
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Table 27: Monthly trend of sector-wise FY26 consensus earnings growth estimate (% YoY)

Feb-25
412.7

Dec-24

Jan-25

Mar-25
343.2

Oct-24
252.5

Nov-24
357.1

Jun-25 Jul-25 Aug-25 Sep-25
25.7 29.5 13.7 15.8

Sectors Apr-25 May-25

225 47.7

Comm. Svcs.

Consumer Disc. 202 205 205 202 200 196 178 84 61 57 36 33
ConsumerStaples 147 146 146 145 137 138 135 128 4116 111 86 84

Energy 141 162 168 172 192 197 174 156 190 195 232 230

Financials 14.0 12.6 12.4 12.1 9.9 9.9 9.8 9.5

Health Care 180 182 181 183 168 168 165 128 “
Industrials 218 231 236 240 231 236 231 199 182 179 173 173

I 139 136 132 128 127 126 9.0

Materials 286 349 352 369 362 365 365 346 318 316 299 299

Real Estate 266 215 220 217 179 190 181 187 133 122 114 114

Utilities 9.9 9.9 9.6 9.7 9.2 8.8 8.8 5

Total 17.2 17.5 17.8 17.8 16.8 16.8 15.7 13.4 12.1 12.1 11.7 11.6
Source: LSEG Workspace, NSE.
Note: Based on IBES earnings estimates of top 200 companies by one-year average market cap ending June 30", 2025, covered by at least five analysts at any given
point of time over the last one year. * Data is as of September 5", 2025.

Table 28: Monthly trend of sector-wise FY27 consensus earnings growth estimate (% YoY)

Sectors Oct-24 Nov-24 Dec-24 Jan-25 Feb-25 Mar-25 Apr-25 May-25 Jun-25 Jul-25 Aug-25 Sep-25
Consumer Disc. 135 153 156 157 166 164 169 171 178 176  17.9 181
Consumer Staples 119 131 130 128 125 124 127 130 132 133 139 140
Financials 140 143 143 141 140 139 141 137 149 148 152 152
Health Care 8.2 9.5 9.3 92 103 104 103 108 111 113 122 123
Industrials 166 173 167 172 171 182 175 178 193 194 198  19.8
m 118 121 121 119 120 119 110 104 106 106 101 101
Materials 90 135 136 148 166 167 170 185 190 189 194 193
Real Estate 308 254 257 258 255 258 258 263 271 279 266 267
Utilities 6.6 7.6 7.7 7.2 86| 86 86 90 96 96 103 102
Total 125  13.8 137 141 145 144 145 148 154 153 150  15.0

Source: LSEG Workspace, NSE.
Note: Based on IBES earnings estimates of top 200 companies by one-year average market cap ending June 30, 2025, covered by at least five analysts at any given
point of time over the last one year. * Data is as of September 5, 2025.
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Figure 35: Sector-wise revision in FY26 earnings estimates for top 200 companies since June 2025
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Source: LSEG Workspace, NSE
Note: Based on IBES earnings estimates of top 200 companies by one-year average market cap ending June 30%, 2025, covered by at least five analysts at any given
point of time over the last one year. Data is as on September 5%, 2025.

Figure 36: Sector-wise revision in FY26 earnings estimates for top 200 companies since June 2025
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Source: LSEG Workspace, NSE.
Note: Based on IBES earnings estimates of top 200 companies by one-year average market cap ending June 30", 2025, covered by at least five analysts at any given
point of time over the last one year. Data is as on September 5%, 2025.

Financials, Energy and Materials to account for over 63% of the incremental earnings
over the next two years: Financials, which accounted for 38.4% of the aggregate
earnings of the top 200 companies in FY25, are projected to see their share decline to
36.9% by FY27. Despite this, the sector is expected to contribute nearly 32% to
incremental earnings between FY25 and FY27. The Materials sector follows, contributing
15.4% to the absolute earnings increase over the same period. This comes despite
notable earnings downgrades during the year, with the sector’s share in total earnings
rising from 7.9% in FY25 t0 9.6% by FY27.
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The Energy sector, with a projected earnings share of 15.2% in FY27, is expected to
contribute nearly 16% to incremental earnings over FY25-27. Communication Services,
which moved from a large loss in FY24 to significant profitability in FY25, is expected to
deliver an annualized earnings growth of 70% over the next two years. As a result, it is
expected to contribute 5.6% to incremental earnings during this period despite holding a
modest 2% share of overall earnings.

Consumption-driven sectors—Consumer Staples and Consumer Discretionary—are
expected to post relatively weaker earnings, contributing 9.6% to incremental gains,
though they command a higher aggregate share of 11.5%. In contrast, Industrials are
projected to contribute 8.7% to incremental earnings, despite a lower earnings share of
6.7%.

Figure 37: Sector-wise share and contribution to earnings
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Source: CMIE Prowess, LSEG Workspace, NSE.
Note: Based on IBES earnings estimates of top 200 companies by one-year average market cap ending June 30", 2025, covered by at least five analysts at any given
point of time over the last one year. Data is as of September 5%, 2024.

The chart below shows how Consensus estimates usually begin the year (calendar) with
a bullish view on earnings, but are then brought back to terra firma with downgrades, year
after year, as the macro environment overhang prevails over optimism.

Barring an exception in 2023, a similar story has been playing out again, with earnings for
the Nifty 50 companies for both 2025 and 2026 seeing a steady downward trend over the
last several months. The EPS estimates for Nifty 50 for 2025 and 2026 have been
curtailed by 1% and 0.7% since June-end, translating into total drop of 4.6% and 3.3%
in this fiscal thus far (beginning April 2025). This reflects the impact of weakening
domestic and global demand, elevated tariff-induced uncertainty and consequent
volatility in global commodity prices.
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Figure 38: Yearly trend of NIFTY 50 Consensus EPS estimates

Weighted mean Nifty EPS estimates for calendar years

1400 1400
— 2026

— 2025
— 2024 r
— 2023 L
— 2022

— 2021 I
1200 — 2020 WM 1200
— 2019
2018
— 2017
—— 2016
1000 3\ n \"M_ 1000

WV 800

o

/

~ T
600 - \\M\ NJF\N—J \\«—\‘\V
™ ]
NN

600

‘1
| ol
/.{M

V\M

400 400

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Source: LSEG Workspace, NSE

60/369



Market Pulse

September 2025 | Vol. 7, Issue 9

Nifty 50 Earnings Revision Indicator improved but remained in the negative territory:
Following a sharp decline after the onset of the Russia—Ukraine war in February 2022, the
Earnings Revision Indicator (ERI) for the Nifty 50 staged a meaningful recovery in H2
2022, reflecting a higher incidence of upgrades relative to downgrades. This rebound was
supported by resilient macroeconomic conditions, government-led capital expenditure,
and robust bank credit growth. Over the subsequent 15 months through March 2024, the
ERI remained largely range-bound, as corporate earnings broadly aligned with
expectations, keeping revisions balanced.

Since April 2024, however, the indicator has turned more volatile, slipping steadily into
negative territory by October 2024 and remaining there since. A briefimprovement in July
2025 saw the ERI rise to —0.3, though still below zero, before weakening again in August,
suggesting downgrades continue to outpace upgrades. That said, the magnitude of
downgrades has moderated, pointing to signs that the downgrade cycle may be nearing
its end.

At the sectoral level, Energy, Financials, Information Technology, and Materials have
shown a notable improvement in ERI readings, though they remain close to neutral,
reflecting a broadly even balance between upgrades and downgrades. In contrast,
consumption-oriented sectors such as Consumer Staples and Consumer Discretionary,
along with Utilities and Healthcare, have seen their ERIs fall further into negative territory,
underscoring persistent earnings headwinds in these segments.

Figure 39: Nifty 50 Earnings Revision Indicator (since January 2019)
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Figure 40: Nifty 50 Earnings Revision Indicator (10-year trend)
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Figure 41: Short-term trend of Earnings Revision Indicator across MSCI sectors
India Earnings Revision Indicator across sectors: Short-term (2MMA)
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Figure 42: Long-term trend of Earnings Revision Indicator across MSCI sectors
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Chart of the month

India’s corporate tax story: Growth and distribution trends

India’s corporate tax collections have expanded significantly since the 1980s, broadly tracking nominal GDP but with
important structural shifts across decades. Collections grew at high double-digit rates between FY85-15, outpacing
GDP growth, driven by high inflation and credit-fuelled investment in early 2000s until the Global Financial Crisis. The
past decade (FY16-25), marks a shift: growth slowed to ~10%, marginally trailing nominal GDP, reflecting the 2019
corporate tax cut and the severe impact of COVID-19. However, after adjusting for lower and relatively stable inflation,
corporate tax collections over the last decade have remained resilient, growing faster than real GDP. The pandemic
also altered the composition of tax contributions. Listed companies increased their share as smaller and unlisted firms
bore the brunt of the shock, before the latter recovered strongly as the economy opened up and demand normalised.
Within the listed space, the dominance of the largest companies has eased, with mid- and small-cap firms gaining
share in profits and tax payments. Sector-wise, financials and IT have emerged as the biggest contributors over the
past decade. Measures of inequality, including Lorenz curves and Gini coefficients, confirm that tax concentration
remains high, though it has moderated steadily over time.

e Growth trends in corporate tax collections across decades: Corporate tax
collections grew at an average rate of ~16% annually over the last four decades,
comfortably ahead of nominal GDP growth of 13%. The strongest phase was the
2000s, when double-digit GDP growth and high profitability fuelled tax buoyancy,
lifting the share of corporate taxes in direct tax revenues to nearly two-thirds by
FY11. The last decade has been markedly different. Growth slowed to 10.2%
between FY16-25, marginally trailing nominal GDP, reflecting the effects of the
2019 corporate tax cut and the pandemic. In real terms, however, corporate tax
growth still outpaced GDP, underscoring its resilience once inflation—that has been
fairly low and stable over the last decade—is accounted for.

¢ Listed vs. unlisted: Divergence and rebalancing post-pandemic: The pandemic
exposed sharp differences between listed and unlisted corporates. In FY21, while
listed companies increased tax payments by 22% (off a low base), unlisted
corporates saw collections contract by 45%, pushing the listed share of total
corporate taxes to an 18-year high of 60.6%. This divergence reflected listed
companies’ stronger balance sheets, better access to funding, and ability to cut
costs aggressively. As the economy reopened in FY22, unlisted companies
rebounded strongly, doubling their tax contributions and regaining share. By FY25,
unlisted firms accounted for 47% of total collections—higher than the pandemic
trough but still below the pre-COVID high of 55.6% in FY19.

e Concentration within the listed space: Within listed corporates, profit and tax
contributions have become more evenly distributed in recent years. The Nifty 50’s
share of aggregate PBT fell to a 14-year low of 51% in FY25, with mid- and small-
cap firms (Nifty 500 excluding Nifty 50 companies) contributing around 69% of
incremental profits since FY20. This shift has translated into lower tax
concentration: the Nifty 50’s share of listed tax payments dropped to 50.4% in
FY25, the second consecutive year of decline. Effective corporate tax rates have
also trended lower, reaching multi-decade lows of 23% overall, 22.5% for the Nifty
50 and 21.6% for the Nifty 500, reflecting the 2019 rate cut.

e Sector-wise, Financials and IT drove corporate tax growth in the Nifty 500 over
the last decade: Financials and Information Technology were the two largest
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Figure 43: Nominal GDP vs. corporate tax collections
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contributors to the increase in Nifty 500 corporate tax payments during FY16-25,
together accounting for nearly 54% of the absolute rise. Financials benefited from
stronger bank balance sheets and capital positions, while IT companies gained
from a surge in cloud and Al-led demand. As a result, their average shares in overall
tax payments rose t0 29.5% and 11.2% respectively, up from 22.6% and 6.6% in
the previous decade. This shift came largely at the expense of commodity sectors
such as Energy and Materials, which were weighed down by geopolitical tensions,
supply-chain disruptions, and the Chinese slowdown..

Corporate tax inequality easing but concentration remains high: Despite
improvements over the last decade, corporate tax payments in India remain highly
concentrated among larger firms. Within the Nifty 500, the top quintile of
companies accounted for 85% of corporate tax payments in FY05; this share has
steadily declined to 74% in FY25. Lorenz curves and Gini coefficients confirm the
trend: the Gini for Nifty 500 companies has eased from 0.79 in FY15 to 0.77 in
FY25, reflecting greater contributions from mid- and small-cap firms. Inequality is
more pronounced in the smaller listed universe outside the Nifty 500, where the
top 20% companies still contributed 96.8% of taxes in FY25. Yet even here, the
Gini has fallen to 0.83, the lowest in a decade, pointing to gradual broadening of
the tax base. The overall picture suggests that while concentration at the very top
is easing, corporate tax revenues remain reliant on a relatively narrow set of firms.

%
Nominal GDP vs. corporate tax collections Rs lakh crore ’
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Figure 44: Nominal GDP vs. corporate tax growth
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Decadal corporate tax collections growth stood in high-double digits in the first three
decades (FY85-FY15)...: Since the 1980s, India’s corporate tax collections have risen in
step with the economy, expanding from a small revenue stream into one of the
cornerstones of the direct tax system. The annualised growth rate of ~16% in corporate
tax collections in the last four decades has surpassed the 13% nominal GDP growth
during this period.

The early 2000s stand out as the period of greatest buoyancy. As the economy expanded
in double digits in nominal terms, corporate tax collections grew at an even faster pace,
averaging at 20% and 18% annually between FY96-05 and FYO6—15—much higher than
the average nominal GDP growth of 12% and 14.6% respectively. This overperformance
was underpinned by a credit-fuelled surge in corporate profitability (outstanding non-
food credit increased nearly eightfold between FY01-10) and a backdrop of elevated
inflation (average WPI inflation of 6% between FY01-14, compared with 2% in the
following decade after excluding the pandemic effect). As a result, corporate tax
collections rose sharply as a share of total direct tax revenues, climbing from below 50%
in the early 1990s to nearly two-thirds by FY11.

...With a moderation in the pace in the last decade (FY16-25)...: The past decade
(FY16-25), however, marks a departure from this trend. Between FY16-25, corporate tax
collections grew at an average annual rate of 10.2%, marginally lagging nominal GDP
growth of 10.4%. This deceleration was driven by a combination of policy-led disruptions
with long-term intent, the corporate tax rate cut of 2019, and the unprecedented impact
of COVID-19 on corporate earnings. In FY20, overall corporate tax collections contracted
by 16.1%—the steepest fall in four decades, reflecting the dual impact of the September
2019 corporate tax rate cut, which reduced the effective tax base, and the onset of the
COVID-19 pandemic toward the end of FY20, which triggered an unprecedented earnings
collapse. The contraction in FY21 was even sharper, at 17.8%, reflecting the
disproportionate impact of pandemic-induced restrictions on corporate performance.

....But not so much in real terms: India has historically been characterised by high and
volatile inflation, but the last decade stands apart for its relative price stability. Inflation
declined from ~10% in FY13 to an average of ~5% during FY16-25, with far less
volatility—thanks to coordinated efforts by the Government and the Reserve Bank of India
to anchor inflation expectations.

This makes it important to assess corporate tax performance in real terms. Excluding the
pandemic year, India’s real GDP grew at an average of 7.4% between FY16-25, higher
than the average growth rate of the preceding three decades. By contrast, inflation-
adjusted corporate tax collections (deflated using WPI, excluding the pandemic effect)
grew at an average of 11.2% during the same period—significantly above real GDP growth.
This suggests that, despite policy shocks and cyclical headwinds, corporate tax revenues
retained their structural strength when measured in real terms, even if nominal growth
appeared weaker relative to GDP.
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Figure 45: Average decadal growth comparison of real GDP and inflation-adjusted corporate tax collections
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Figure 46: GDP vs. corporate tax collections: Moving five-year CAGR
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Figure 47: GDP vs. corporate tax collections: Moving 10-year CAGR

% Moving 10-year CAGR
30.0 Nominal GDP Corporate tax collections
25.0
20.0
15.0
10.0
5.0
0.0
O d N 0 < 1D O N 0 00 O d N M I 1L O N0 O O d N M JT 1O O N 00 00 O d NN & W
o 000NN ONO O O O O O O O O O d A A A A A d A 8 NN NN NN
> > > > > > > > > > > > S S 5 X 5 > > > > > > > > > > > > > > > > > > >
I 1 e 1 I I e 1 T o e T I e e e e T T T
Source: CMIE Economic Outlook, NSE EPR.
Figure 48: Corporate tax vs. PBT growth: Nifty 50 Figure 49: Corporate tax vs. PBT growth: Nifty 500
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Corporate tax collections have picked up considerably from COVID-lows, but pace of
growth moderated in FY25: The double-digit, multi-decadal high drop of 17.8% in
FY21—the first half of which was completely washed out due to COVID-induced
restrictions—was entirely led by the unlisted companies. While corporate tax payments
of the listed companies grew by a strong 22% in FY21, albeit off a low base (-23% in
FY20), that of the unlisted corporates fell by a steep 45%. Despite the aggressive fiscal
and monetary policy support, adverse impact of the pandemic-induced lockdown and
mobility restrictions and consequent supply chain disruptions was far severe on the
unlisted and unorganised sector.

Large companies are better equipped to deal with economic downturns and have more
favourable access to funding (equity, and especially debt). Their positions in supply
chains and more favourable contracts also allow better, shorter cash conversion cycles.
During the COVID-19 pandemic, these companies have benefited at the expense of
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smaller listed/unlisted companies by capturing market share. They have managed to
report strong growth in profitability despite a contraction in India’s GDP by changing their
business models to suit the new COVID-appropriate environment and capturing market
share from unorganized players. They have also meaningfully curtailed costs by cutting
salaries/wages, renegotiating with vendors, saving on rental expenses, and minimizing
administration/marketing expenses—all of which has helped boost profits for these
companies in an otherwise economically lacklustre year. Consequently, the share of
listed companies in the Government’s corporate tax kitty surged to an 18-year high of
60.6% in FY21.

However, a sharper-than-expected recovery during the course of FY22 as the economy
opened up, coupled with strong pent-up demand, provided a big boost to the unlisted
space. Consequently, their corporate tax payments more than doubled in FY22, almost
entirely reversing the drop seen in the previous two years.

In the fiscal year gone by (FY25), Government corporate tax collections rose by a modest
7.6%—lower than the average 27% growth in the previous three years—with unlisted
companies contributing to a higher share in the growth (56%). Corporate payments by
unlisted companies rose by 9.1% in FY25, outpacing the growth in listed corporate tax
collections by nearly 3 percentage points. That said, the share of unlisted companies in
the aggregate corporate tax collections of the Government at 47% in FY25 is still much
lower than pre-pandemic high of 55.6% in FY19.

Figure 50: Aggregate corporate tax collections across listed and unlisted space
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Figure 51: Growth in aggregate corporate tax collections for listed and unlisted companies
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Figure 52: Share in corporate tax collections for listed and unlisted companies
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Share of Nifty 50 in corporate tax payments of listed companies dropped for the
second year in a row in FY25: Policy-driven disruptions and the slowdown in economic
activity during FY15-20 disproportionately weighed on the earnings of mid- and small-
cap firms. As aresult, the share of Nifty 500 ex-Nifty 50 companies in the aggregate profit
before tax (PBT) of listed corporates fell sharply from ~33% in FY15 to just 15% in FY20.

The post-pandemic recovery, however, was particularly supportive for these companies.
Backed by significant policy stimulus, cost rationalisation, and robust pent-up demand,
smaller firms staged a strong rebound. Their contribution to the aggregate PBT of listed
companies climbed to a two-decade high of 41.6% in FY24, before easing slightly to
40.9% in FY25. This resurgence has been mirrored by a relative decline in the dominance
of larger firms. The Nifty 50’s share of aggregate PBT has steadily fallen from its
pandemic-era peak to a 14-year low of 51% in FY25.

The shifting profit distribution has translated into tax outcomes. The share of Nifty 50
companies in overall corporate tax payments of listed firms declined for the second
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consecutive year, reaching 50.4% in FY25. This marks a structural rebalancing in favour
of mid- and small-cap corporates (Nifty 500 excluding Nifty 50), whose relative earnings
contribution has been materially higher in the post-COVID years (~69% contribution to
incremental PBT of listed companies between FY20 and FY25).

Figure 53: Corporate tax collections of listed companies
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Figure 54: Segment-wise share in corporate tax collections of listed companies
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Effective tax rates at multi-decade lows: Alongside this redistribution, effective
corporate tax rates have trended lower across the listed universe. In FY25, the effective
tax rate for all listed firms (NSE + BSE) fell to a two-decade low of 23%. Within this, Nifty
50 companies reported an effective tax rate of 22.5%—a three-year low—while Nifty 500
companies saw their effective rate slip to 21.6%, also a two-decade trough. The
compression in effective tax rates reflects the impact of the September 2019 corporate
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tax cut, coupled with the use of accumulated tax shields and incentives in an environment
of uneven earnings recovery.

Figure 55: Segment-wise effective corporate tax rate of listed companies
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Sector-wise, Financials and Information Technology led the corporate tax collections
of Nifty 500 during the last decade: Our analysis of corporate tax payments across
companies within the Nifty 500 space shows that Financials and Information Technology
were the largest contributors to the growth in corporate tax payments in the last decade,
together contributing to nearly 54% to absolute increase in corporate tax payments
during this period. While Financials benefited from healthier balance sheets and capital
positions of banks, Information Technology companies gained from a surge in cloud and
Al-led demand. Consequently, the share of Financials and Information Technology in the
overall corporate tax payments by the Nifty 500 companies rose to an average of 29.5%
and 11.2% in the last decade (FY16-25) from 22.6% and 6.6% in the previous decade
respectively. This came largely at the expense of commodity sectors, viz. Energy and
Materials, both of which were weighed down by negative geopolitical tensions and
attendant supply-chain disruptions as well as slowdown in the Chinese economy.
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Figure 56: Sector-wise average share in corporate tax
payments in Nifty 50 (FY06-15)
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Figure 57: Sector-wise average share in corporate tax
payments in Nifty 50 (FY16-25)
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Figure 58: Sector-wise corporate tax paid by Nifty 500 companies
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Table 29: Annual trend of sector-wise corporate tax growth in the Nifty 500 universe (%)
FY13 FY14 FY15 FY16 FY17 FY18 FY20 FY21 FY23 FY24 FY25
9.6 50.0 13.4

Sectors

Communication Services

Consumer Discretionary 22.7 13.2 14.9 -6.0 10.9 21.9 -0.1

Consumer Staples L 198 212 120 190 67 165 106

Energy -1.8 4.5 -6.3 6.9 224  10.2 14.8

Financials 15.4 -0.4 12.9 16.4

Health Care | 464 86 352 149 40 188

Industrials -10.5 -7.8 -89 14.6 8.7 181

Information Technology 8.7 - 14.2 8.5 6.2 -

Materials -13.8 133 -4.4  -11.1 9.1  30.0 7.4
Real Estate 3.5 -2.7 10.5 1.6 -8.7 2.2 38.1
Utilities 30 06| 136 79 239 116 5.0
Nifty 500 4.6 7.8 123 -1.5 9.5 7.8 2.4
Nifty 500 ex-Energy 6.4 8.6 16.8 -3.1 6.8 7.2 8.5
Nifty 500 ex-Fin 1.2 10.7 5.8 0.9 8.3 13.7 21
Nifty 500 ex-Energy & Fin 2.5 13.0 10.0 -0.9 4.0 15.0 12.6

Source: CMIE Prowess, NSE EPR. Note: Same set of companies are considered in the previous period for growth calculation.

Table 30: Annual trend of sector-wise corporate tax growth in the Nifty 50 universe (%)
Sectors FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25

-5.8 56.3 13.0 -2.2 -7.4 49.5 12.3 20.1 7.5

17.3 224 47 21.0 | 37.3 343 134

Communication Services

Consumer Discretionary

Consumer Staples 11.9 6.9 14.3 19.3 8.7 -2.7
Energy 11.2 17.6 18.2 26.7 -9.2
Financials 22.0 19.3 9.9
Health Care 44.5 31.8 10.3 -0.4 38.0 37.4 31.2
Industrials 3.3 7.7 5.9 21.6 3.2 16.6 18.8

Information Technology 9.3 15.1 8.2 6.8 17.2 16.2 12.3 19.9

i

Materials 193 305 -13.9 45 362 . 141 59 -12.0
Real Estate

Utilities H- 132 486 7.9 274 23 07 135
Nifty 50 22 117 93 -33 102 63 180 200 7.9
Nifty 50 ex-Energy 28 172 127 35 7.4 44 182 216 142 113
Nifty 50 ex-Fin 19 124 45 27 116 106 169 13.7 204 67
Nifty 50 ex-Energy & Fin 26 206 70 -28 80 102 166 100 105 124

Source: CMIE Prowess, NSE EPR. Note: Same set of companies are considered in the previous period for growth calculation.
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Table 31: Annual trend of sector-wise share of corporate tax payments in the Nifty 500 universe (%)
Sectors FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25

2.4 2.4 2.2

7.8

Communication Services

Consumer Discretionary 8.0 8.4 8.5 8.3

Consumer Staples
Energy
Financials

Health Care

Industrials 7.7 6.6

Information Technology - 10.1

Materials 12.4 12.9

Real Estate
Utilities
Source: CMIE Prowess, NSE EPR.

Table 32: Annual trend of sector-wise share of corporate tax payments in the Nifty 50 universe (%)
FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23

Sectors

Communication Services 2.8 3.0 2.4 2.9
Consumer Discretionary 74 82 79 79 89 104 79 7.2 72 80
Consumer Staples 51 50 62 60 62 59

Energy 221 22.3 20.0 19.4
Financials 24.6 24.3 24.9 29.3
Health Care 2.4 1.9 21 2.4 2.3 2.6
Industrials 34 3.7 3.3 3.4 3.7 3.2 3.2

16.5 14.6

16.0
87 77| 62

Information Technology 13.7 16.0 15.3 14.0 13.7 17.4

Materials 97 78| 55 68 111 88 101
Real Estate
Utilities 42 39 52 48 51 64 ! 43 36 ;

Source: CMIE Prowess, NSE EPR.

Table 33: Sector-wise effective corporate tax rate in the Nifty 500 universe

Sectors FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25
Communication Services 50.1 40.0 45.9 NA NA NA NA 71.2 NA NA 31.0
Consumer Discretionary 255 31.3 31.1 27.7 61.8 44.4 66.1 33.2 28.5 22.3 23.0
Consumer Staples 34.7 36.5 34.0 34.3 32.7 24.1 24.6 24.5 24.2 25.4 20.3
Energy 29.5 26.7 25.6 27.0 26.7 29.2 18.3 16.7 19.4 18.7 18.5
Financials 33.9 50.7 434 1209 59.6 44.7 27.2 24.9 22.8 22.7 20.7
Health Care 24.4 27.2 21.7 25.7 28.2 28.3 24.3 22.8 21.1 26.6 24.6
Industrials 114.4 58.6 48.8 36.1 38.7 375 30.0 304 25.8 23.5 21.4
Information Technology 25.6 25.5 25.1 24.4 24.7 22.9 25.1 24.5 26.6 25.6 27.5
Materials 51.1 NA 32.2 27.7 28.9 28.6 20.5 18.6 25.7 26.5 25.3
Real Estate 44.2 51.8 41.6 13.3 20.4 17.6 22.7 16.1 22.6 16.9 20.7
Utilities 23.4 22.3 26.5 22.7 29.8 22.9 15.9 21.0 18.0 15.1 15.3
Nifty 500 33.1 38.0 32.0 35.5 36.0 41.4 25.6 22.6 23.9 22.8 21.6
Nifty 500 ex-Energy 34.0 41.7 34.0 38.5 39.3 44.3 27.3 23.9 24.6 23.8 221
Nifty 500 ex-Financials 32,9 34.8 29.1 29.4 321 40.3 24.9 21.8 24.5 229 22.2

Nifty 500 ex-Energy/Financials 34.0 38.5 30.6 30.3 34.4 44.1 27.4 23.3 25.9 24.7 23.1
Source: CMIE Prowess, NSE EPR.
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Corporate tax share of top quintile in the Nifty 500 has fallen steadily over the last
two decades: An analysis of corporate tax contributions across quintiles of Nifty 500
companies (ranked by market capitalisation) points to a gradual broadening of the tax
base within listed corporates. The top quintile—the largest 20% of firms—accounted for
as much as 85% of corporate tax payments in FY05. This share declined to 78% by FY15
and further to 74% in FY25. In parallel, the combined contribution of the bottom four
quintiles—comprising mid- and small-cap firms—has risen consistently over the past two
decades. This shift reflects not only the relative improvement in earnings among smaller
companies but also their increasing integration into the formal economy and stronger tax
compliance. The data thus highlights a more even distribution of corporate tax payments
across the listed universe, with concentration at the very top gradually easing.

Table 34: Quintile-wise growth in corporate tax paid by Nifty 500 companies

Quintiles* FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22
Quintile 1 9.5 0.6 8.4 8.6 15.5 (22.8) 13.6 354
Quintile 2 35.8 9.4) 15.1 3.9 9.0 (18.7) 34.7 22.0
Quintile 3 19.5 (13.1) 17.2 12.5 39.5 (25.2) 13.8 28.8
Quintile 4 5.7 11.0 12.2 14.1 1.3) (37.5) 1.2 52.9
Quintile 5 (15.9) (6.3) (3.7 (14.7) 6.0 (38.4) (2.5) 17.0

FY23
17.8
4.7
7.5
14.6
6.8

FY24
26.8
31.9

4.7
12.5
(13.4)

FY25
2.7
6.0
5.9

20.4
(7.3)

Source: CMIE Prowess, NSE EPR. *Quintiles are based on market capitalisation.

Figure 59: Quintile-wise share of corporate tax paid for Nifty 500 companies

%
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Source: CMIE Prowess, NSEEPR. *Quintiles are based on market capitalisation.

Lorenz curves and Gini coefficients show declining corporate tax inequality, though
it remains higher in the smaller listed space: While listed corporates weathered the
pandemic far better than unlisted and unorganised firms, inequality in corporate tax
contributions continues to exist even within the listed segment. To assess this, we employ
Lorenz curves, which illustrate the degree of concentration in corporate tax payments.
The Lorenz curve—commonly used to study wealth or income inequality—compares the
actual distribution of a variable with the line of equality (a 45-degree line). The greater
the deviation from this line, the higher the inequality.

We construct Lorenz curves for the Nifty 500 and for the rest of the listed space (NSE +
BSE, ex-Nifty 500) over the past decade. The results show that while corporate tax
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payments remain concentrated in both groups, the degree of inequality has moderated
over time. In the Nifty 500, for instance, the top quintile (100 large-cap companies)
contributed 84.3% of total corporate tax payments in FY15. This share has since eased
to 81.1% in FY25, with the Gini coefficient declining from 0.79 to 0.77 over the same
period. The trend reflects the improving contribution of mid- and small-cap firms,
notwithstanding temporary disruptions during the pandemic.

In the smaller listed universe outside the Nifty 500, concentration remains relatively
higher. The top quintile of firms in this group accounted for 96.8% of total corporate tax
payments in FY25, compared with 97.5% a decade earlier. Importantly, the Gini
coefficient for this segment has steadily eased to 0.83 in FY25—the lowest in the last ten
years—indicating a gradual broadening of contributions across companies. While
inequality is still greater than in the Nifty 500 (0.77), the direction of change suggests
incremental improvement over time.

Figure 60: Lorenz curves for corporate tax inequality for Nifty 500 companies: FY25 vs. FY15
Lorenz curve ———Line of equality
FY15 FY25
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[
o
o
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Source: CMIE Prowess, NSE EPR. * X axis is the cumulative share of companies from lowest to highest corporate tax paid.

Table 35: Corporate tax share of companies in the NIFTY 500 Universe (Cumulative representation, FY15-25)
Cumulative share of corporate tax paid (%)

FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25

5 53.8 55.1 51.6 52.1 50.8 51.4 51.6 50.5 53.9 52.0 51.5
10 69.3 70.5 68.5 68.9 67.7 67.6 67.9 68.9 70.2 69.1 67.6
15 78.7 78.4 76.3 76.5 76.1 75.5 76.5 76.7 77.7 77.1 76.3
C:?a‘ilef‘g;’e 20 84.3 83.4 81.3 81.7 81.3 80.9 81.7 81.5 82.5 81.9 81.1
companies 30 90.6 89.9 88.0 88.3 88.0 87.8 88.5 87.6 88.2 87.8 87.3
frsoor:f:e 40 94.4 93.9 92.3 92.4 921 92.2 92.7 91.7 92.0 91.7 91.4
highestto 50 96.7 96.5 95.1 95.2 94.9 95.2 95.5 94.5 94.9 94.4 94.3
the lowest 60 98.2 98.2 97.1 97.1 97.0 97.3 97.4 96.7 96.9 96.5 96.4
ta)((o/po?'d 70 99.2 99.2 98.5 98.5 98.4 98.8 98.8 98.3 98.4 97.9 97.9
80 99.7 99.9 99.5 99.5 99.4 99.7 99.7 99.3 99.3 99.0 99.0
90 100.0  100.0 99.9  100.0 99.9  100.0  100.0 99.9 99.9 99.8 99.8
100 100.0 1000  100.0  100.0  100.0  100.0  100.0  100.0  100.0  100.0  100.0

Source: CMIE Prowess, NSE EPR. The table above shows the share of corporate tax paid against cumulative share of companies sorted from the highest to the lowest
tax paid in the Nifty 500 universe.
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Figure 61: Lorenz curves of corporate tax inequality for the listed universe (NSE + BSE) excluding Nifty 500
companies: FY25 vs. FY15
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Source: CMIE Prowess, NSE EPR. * X axis is the cumulative share of companies from lowest to highest corporate tax paid.

Table 36: Corporate tax share of listed companies ex NIFTY500 (Cumulative representation, FY15-25)
Cumulative share of corporate tax paid (%)

5 84.3 81.7 81.8 81.6 82.6 81.0 82.5 81.2 82.2 83.4 83.0

10 92.6 91.2 90.7 90.6 91.2 90.5 91.2 90.1 90.8 91.3 91.2

Cumulative 15 95.8 95.0 94.7 94.6 95.0 94.7 95.0 94.3 94.6 94.8 94.9

share of 20 97.5 97.1 96.8 96.9 97.0 96.9 97.0 96.4 96.6 96.7 96.8
companies

sorted 30 99.0 98.8 98.7 98.8 98.9 98.8 98.8 98.6 98.6 98.6 98.6

from the 40 99.6 99.6 99.5 99.5 99.5 99.5 99.5 99.4 99.4 99.4 99.3

highestto  gg 99.8 99.8 99.8 99.8 99.8 99.8 99.8 99.7 99.7 99.7 99.6

”;g;%‘gﬁft 60 99.9 99.9 99.9 99.9 99.9 99.9 99.9 99.9 99.9 99.9 99.8

(%) 70 100.0 1000  100.0  100.0  100.0  100.0  100.0  100.0  100.0 99.9 99.9

80 100.0 1000  100.0  100.0  100.0  100.0  100.0  100.0  100.0  100.0  100.0

90 100.0 1000  100.0  100.0  100.0  100.0  100.0  100.0  100.0  100.0  100.0

Source: CMIE Prowess, NSE EPR. The table above shows the tax paid by listed companies outside the NIFTY500 universe, paid against cumulative share of companies
sorted from the highest to the lowest corporate tax paid in the listed universe excluding Nifty 500 companies

Figure 62: Gini coefficients of corporate tax inequality over the last 11 years
Gini coefficients of corporate tax inequality over the last 11 years
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79/369



Market Pulse

September 2025 | Vol. 7, Issue 9

Macroeconomy

Economy gains momentum; GST reforms and ratings upgrade bolsters optimism

The global economy has navigated a period of heightened uncertainty in recent months, marked by shifting trade
policies, geopolitical tensions, and evolving macroeconomic conditions. The World Uncertainty Index remains at
record-high levels, though geopolitical risks? have eased following multiple rounds of high-level deliberations between
Western and Eastern powers. In the USA, trade policy developments remain a key driver of global sentiment. After
signing trade agreements with select partners, the US administration implemented a second wave of tariffs® while
maintaining a temporary truce with China. Despite these headwinds, the US economy expanded by 3.3% (annualised)
in Q2, with the Atlanta Fed nowcasting 3% growth for Q3 2025. However, early signs of cooling are evident in lower-
than-expected non-farm payrolls, acceleration in headline retail inflation and moderation in retail sales growth. These
trends have significantly strengthened the rate cut possibility in the US over the coming months, though policymakers
face a delicate balance between resilient growth, emerging labour market weakness, and rising inflation.

Amid these global headwinds, India has reinforced its position as the fastest-growing major economy. Real GDP grew
by 7.8% YoY in Q1 FY26, even as nominal GDP growth softened to its second-lowest level in 18-quarters—also
reflected in muted corporate net sales growth (Please refer to our “Story of the month” section). Tax rejigs and ratings
developments add to the medium-term optimism: an S&P upgrade to BBB and new-generation GST reforms, with a
fiscal impact of around Rs 2 lakh crore, are expected to lower inflation by around one percentage point (as per market
estimates) and catalyse a virtuous cycle of consumption, investment, and provide relief to the small businesses.

On the external front, challenges persist: CAD turned marginally negative, trade deficit widened in July, the rupee
depreciated to record low levels, while US tariffs are likely to weigh on merchandise exports. High-frequency indicators
present mixed signals. On the positive side, Union government capex rose 33% in 4AMFY26, services exports remained
buoyant, PMI manufacturing and services stayed in expansion, E-way bill generation was robust, and monsoon
progress supported sowing and reservoir levels. However, auto sales, vehicle registrations, IIP growth, and bank credit
have shown early signs of easing. Despite these external headwinds, the economy is on track to achieve the RBI’s FY26
growth projection of 6.5%, underpinned by recent tax cuts, GST reforms, and transmission of a cumulative 100 bps
policy rate reduction. A favorable trade accord with the US could act as an additional tailwind for growth.

e India’s Q1 real GDP growth surprises on the upside: India’s real GDP grew by
7.8% YoY in Q1 FY26, a five-quarter high and comfortably surpassing RBI and
consensus estimates. This was underpinned by resilient consumption, strong
Government spending, and steady investments, with subdued deflator further
amplifying real GDP growth. Services and manufacturing led to supply-side
momentum while mining contracted and electricity growth remained tepid. For
FY26, the 6.5% growth estimate by RBI remains achievable, supported by GST rate
rationalisation, transmission of policy rate cuts, favourable monsoon, festive
season demand and healthy Government capex, though tariff risks and subdued
private capex weigh on the outlook.

e GST 2.0 to reduce cost of living, compliance and spur consumption: The next-
generation GST reforms, effective September 22, 2025, usher in a transformative
phase in India’s indirect tax regime. By merging the 12% and 28% slabs into a two-
tier structure of 5% for essentials and 18% for most goods and services, with a
40% de-merit rate for select luxury and sin goods, the reforms aim to reduce the

2 Geopolitical risks is referenced to Caldara, Dario and Matteo Iacoviello (2022), “Measuring Geopolitical Risk”, American Economic Review, April 112(4), pp. 1194-1225
3 The US issued an executive order on July 31%, 2025 with an effective date of August 7™ while an additional executive order in case of India was issued on August 6™,
with effect from August 27
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overall tax burden, boost profitability, productivity, and investments, and signal
strong confidence in India’s fiscal stability. Covering 391 items, with rate
reductions on over 350, the reforms are expected to stimulate consumption,
moderate inflation, and support key sectors such as automobiles, healthcare,
FMCG, cement, and insurance, while fostering a more inclusive and efficient formal
economy.

S&P upgrades India’s sovereign rating to BBB: S&P upgraded India’s sovereign
credit rating to BBB, the first increase in 18 years, underscoring the country’s
resilient macroeconomic fundamentals and enhanced policy credibility. The
upgrade highlights sustained growth momentum, improved focus on fiscal
consolidation, better quality of spending with focus on capex, credible inflation
management and resilient financial and external sectors have reinforced
macroeconomic stability. S&P cited further rating improvements are contingent on
the pace of fiscal consolidation.

Manufacturing supports IIP growth; mining and electricity growth remain
weak: IIP growth accelerated to a four-month high of 3.5% YoY in July, lower than
5% YoY growth recorded in the same period last year. This was supported by strong
manufacturing production (+5.4% YoY—six-month high), partly offset by
contraction in mining and subdued growth in electricity production. Acceleration
exhibited in infrastructure/construction sector (21-month; 11.9% YoY), aided by
Government capex alongside upbeat growth in consumer durables (7.7% YoY), was
partly offset by sustained contraction in primary goods. Core sector growth
remained subdued at 2% YoY as gains in cement (21-month high; 12.8% YoY) and
steel (11.7% YoY) was partly offset by contraction in coal (12.3% YoY—the lowest
in over five years). At 59.3 in August, India’s manufacturing PMI came at near 18-
year high while services PMI also rose to near 15-year high of 62.9.

CPI inflation moderates to over eight-year low: Headline retail inflation eased
further in July, slipping to a more than eight-year low of 1.6% YoY. The decline was
led by a second straight contraction in food inflation (0.8% YoY), with broad-based
softness across categories. Deflation in vegetables (-20.7% YoY), pulses (-13.8%
YoY) and spices pulled the index lower, partly offset by the double-digit increases
in oils & fats and fruits. Core inflation also softened, easing to 4.2% YoY in July,
driven mainly by transport & communication, which slowed to 2.1% YoY (vs. 3.9%
previously) as mobile charges were hiked in the same month last year. Wholesale
price inflation also contracted to 0.6% YoY largely due to decline in prices of
primary articles (particularly food) and fuel & power (especially electricity).

India records marginal current account deficit (CAD) amid widening trade
deficit: India’s current account moved to a mild deficit of US$ 2.4 bn in Q1 (0.2%
of GDP), reversing a surplus of US$ 13.5 bn in Q4 FY25 but narrowing from a deficit
of US$ 8.7 bn (0.9% of GDP) in Q1 FY25. The sequential slippage was driven by a
wider merchandise trade deficit and seasonal travel outflows, partly offset by
healthy software earnings and worker remittances. Capital account flows turned
positive to US$ 7.7 bn, underpinned by pick-up in FDI flows and modest equity FPI
inflows while debt FPI outflows capped the overall inflows. With foreign exchange
reserves close to US$ 700 bn, India’s external position remains comfortable,
though global trade policies and demand recovery will influence the outlook.
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¢ Merchandise trade deficit widens on higher imports: India’s merchandise trade
deficit widened to an eight-month high of US$27.4 bn in July as imports surged by
19.8% MoM after contracting in the previous two months while petroleum exports
narrowed to a six-month low of US$4.3bn. Merchandise exports expanded by 7.3%
YoY/6% MoM, supported by engineering goods (13.8% YoY), electronic goods
(33.9% YoY) and gems & jewellery (28.9% YoY), thanks to the front-loading of
shipments to the US (20% YoY) ahead of the anticipated tariff hikes. Non-oil, non-
gold imports scaled a record high of US$45bn, reflecting healthy consumption and
investment demand. Gold imports doubled to ~US$4bn while oil imports rose 7.5%
YoY, despite falling crude oil prices, reflecting improvement in domestic demand.
Net services rose by 6.8% YoY to US$15.6bn, helping limit the overall trade deficit,
which has widened to a eight-month low of US$11.7bn.

e Bank credit growth sees a broad-based moderation: Outstanding bank credit
growth moderated to 10% YoY in July, owing to a broad-based deceleration across
segments. Credit to industry grew at a modest pace of 6% YoY as tepid lending to
large industries (0.9% YoY) was partly offset by robust credit growth towards micro
& small (21% YoY) and medium (14.7% YoY) industries. Some large
subcomponents like housing, vehicle loans, other personal loans, trade, and NBFCs
have seen a notable deceleration while advances against gold remained robust. As
per RBI's WSS (till August 229, 2025), deposit and credit growth remained broadly
steady at 10.2% and 10% respectively. Notwithstanding the fall in outstanding
holdings of commercial papers (CPs) below Rs 5 lakh crore, fund mobilisation
through CPs has sequentially grown 1.8x to Rs 64,861 crore in August.

e Centre’s cumulative fiscal deficit at 30% of the FY26BE numbers: Union
Government’s fiscal deficit stood at Rs 4.7 lakh crore during 4MFY26 (Apr-Jul 2025),
~30% of FY26BE, higher than 17.2% recorded in the same period last year. The
higher ratio reflects increased revenue (+17.1% YoY) and capital expenditure
(32.8% YoY) alongside fall in personal income tax collections by 9.9% YoY. Personal
income tax collections came in at 24.7% of the full year BE during 4AMFY 26, reflecting
increased tax refunds, lower advance tax collections and impact of tax reliefs.
Disinvestment proceeds of over Rs 22,000 crore has been solid so far this fiscal, with
non-tax revenues making up nearly 70% of the FY26BE, thanks to RBI’s dividend
transfer. The achievement of the fiscal deficit target in FY26 is contingent on the
impact of GST rate rationalisation coupled with potential action plan to counter the
US tariffs on the Indian economy.

e Ample rainfall, strong reservoir and higher sowing bode well for agriculture and
rural consumption: The southwest monsoon has progressed well, with cumulative
rainfall being 8.8% above normal as of September 5, after losing some momentum
in the first half of August. Barring East and Northeast India, which remains in 18.9%
deficit, most regions are in surplus, led by Northwest India (36.3%), Central India
(11.1%), and the Southern Peninsula (8.7%). Excess rainfall in Punjab and J&K has
led to localized flooding, though overall distribution has been favourable, with only
9% of the area (three sub-divisions) deficient and 33% recording excess rainfall.
Reservoir levels are robust at 83.5% of capacity, well above the 10-year average of
69%. Sowing has been nearly complete, 3.1% higher than last year, driven by healthy
acreage in coarse cereals and paddy, despite lower oilseed and fibre crop sowing.
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Key domestic and global economic indicators

Table 37: Snapshot of Domestic macroeconomic indicators

Indicators
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Feb-25 Mar-25

Apr-25 May-25 Jun-25 Jul-25

Auto volumes - passenger (domestic)
2W volumes (domestic)
Tractor volumes

Vehicle registrations
Personal loans
IIP-Consumer durables
IIP-Consumer non-durables
Petrol Consumption

Diesel Consumption

GST collections

MGNREGA Work Demand
CPI

WPI

IIP-Capital goods
Central government capex
IIP- Infra/ construction goods

Merchandise exports

Merchandise imports

Non-POL, Non-gold and silver imports
Services (net)

Foreign exchange reserves

IIP

IIP-Manufacturing
Core sector: Coal

Core sector: Steel
Core sector: Cement
Core sector: Electricity
Manufacturing PMI
Domestic cargo traffic
International cargo traffic
Port cargo

E-way bills

Services PMI

Domestic passengers traffic
International passengers traffic
Bank deposit

Bank credit

Banking system liquidity (Net injection(+)/absorption(-)

Consumption

YoY% 0.4 -4.3 -3.9
YoY% 2.1 11.4
YoY% 11.4 25.4
YoY% 7.7 0.3
YoY% 11.8
YoY% 7.1 3.7 6.9
YoY% 0.1 -2.1 -4.0
YoY% 6.7 5.0 5.7
YoY% 42 43 09
Rs lakh crore 2.0 1.8 2.0
vovss | 435 14 16
YoY% 4.3 3.6 3.3
YoY% 2.5 2.5 2.3
Investment
YoY% 10.2 8.2 3.6
YoY% 514  -354  67.2
YoY% 7.3 6.8 9.9
External sector
YoY% -2.6 0.7
YoY% 10.3 11.4
YoY% 18.0 0.4 4.1
YoY% 11.5
US$ bn 630.6 638.7 665.4
Business activity
YoY% 5.2 2.7 3.9
Yoy | 58 28 4.0
YoY% 4.6 1.7 1.6
YoY% 4.7 6.9 8.7
vovs | 443 107 122
YoY% 2.3 3.6 7.5
Index 57.7 56.3 58.1
YoY% 6.9 4.9
YoY% 7.1 3.3
YoY% 7.5 -0.8 6.8
YoY% 231 147 202
Services/ banking
Index 56.5 59.0 58.5
YoY% 9.9
YoY% 6.8
YoY%
YoY%

Rs lakh crore

Source: CMIE Economic Outlook, NSE EPR. Notes: 1) Port cargo traffic is cargo traffic including transshipment for all commodities 2) Sales of passenger cars/two

wheelers/ three wheelers is the total of domestic sales and exports during the month.
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Q1 FY26 GDP: A big upside surprise

India’s real GDP growth for Q1 FY26 accelerated to a five-quarter high of 7.8% YoY—comfortably beating consensus
(6.6%) and the RBI's 6.5% estimate—despite a fragile global backdrop, reaffirming its status as the fastest-growing
major economy. The rebound was broad-based, propelled by resilient private consumption, buoyant Government
spending, and steady investment demand. Subdued GDP deflator, amid a sharp decline in the quarter’s inflation print,
also lifted real growth above expectations; by contrast, nominal GDP in Q1 rose 8.8% YoY—a three-quarter low and
the second-weakest pace in the last 18 quarters. On the supply side, real GVA grew by a robust 7.6% YoY, powered by
strong momentum in services (an eight-quarter high) and manufacturing (a five-quarter high), while agriculture
benefited from a favourable low base. However, contraction in the mining sector and subdued growth in the electricity
sector, driven by weather-related disruptions, tempered the overall upside.

Despite global headwinds—from tariff volatility to persistent geopolitical risks—India remains on track to deliver the
anticipated 6.5% growth this year. On the domestic front, potential GST rate rationalisation, a cumulative 100bps
policy rate reduction in this calendar year so far, festive season impetus, favourable monsoon and sustained
government thrust through capital expenditure are expected to underpin consumption and partially cushion the drag
from adverse global cues. Rural demand is likely to be bolstered by robust agriculture prospects while urban
consumption could see some upside from stable inflationary pressure and higher disposable income amidst income
tax slab changes. Nonetheless, renewed tariffs and their cascading impact—via direct merchandise export channels
and deferred private investments—pose downside risks. A favourable trade accord with the US, however, could provide
meaningful upside.

e GDP growth accelerates to a five-quarter high of 7.8% YoY in Q1 FY26...:

., . e . GDP growth in Q1FY26
India’s real GDP rose by 7.8% YoY in Q1 FY26, significantly exceeding both market

accelerated to a five-

consensus (6.6%) and the RBI’s projection (6.5%). Growth was broad-based, quarter high of 7.8% YoY,
propelled by resilient consumption, buoyant government capex, robust services beating consensus
exports and strong investment demand. The rebound was also on the back of a estimates.

sharp drop in the inflation print during the quarter (2.7%) that compressed the

GDP deflator. Nominal GDP growth, on the other hand, moderated to a three-
quarter low of 8.8% YoY in Q1 FY26 (vs. 10.8% YoY in Q4 FY25)—the second
weakest growth in the last 18 quarters. On the supply side, real GVA growth came
in at a strong 7.6% YoY (vs. 6.8% YoY in Q4 FY25), led primarily by manufacturing
and services.

¢ ..aided by strong government spending, resilient consumption and healthy
investment demand: On the demand side, Private Final Consumption
Expenditure (PFCE) expanded 7.0% YoY in Q1 FY26 (vs 6.0% YoY in the previous
quarter), driven primarily by resilient rural consumption—evidenced by 8.4% YoY
growth in rural FMCG sales (NielsenIQ“) and robust tractor and two-wheeler sales.
Urban demand, while softer—with passenger car sales, air travel, and consumer-
durables output signalling a slowdown—has been recovering steadily.
Government Final Consumption Expenditure (GFCE) rebounded, rising 7.4% YoY
in Q1 FY26 after a 1.8% YoY contraction in the previous quarter. Investment
activity, as captured by Gross Fixed Capital Formation (GFCF), registered 7.8%
YoY growth in Q1 FY26 (vs 9.4% YoY in the previous quarter), translating into an
average 7.9% YoY over the last nine quarters; this is consistent with the sharp
acceleration in the Centre’s capital spending—aided by a favourable base after last

4 https://www.livemint.com/companies/fmcg-sales-volumes-rural-urban-revival-small-towns-q1-nig-consumption-demand-hul-marico-e-commerce-dark-stores-
inflation-11755082985626.html
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year’s general elections—up 52% YoY (per monthly accounts). On the external
front, net exports fell to an eight-quarter low in value terms as strong import
growth more than offset the recovery in exports.

GVA growth accelerates to 7.6% YoY, led by services: The GVA growth in Q1
FY26 was driven by strong services sector expansion and steady industrial activity.
Agricultural and allied output rose 3.7% YoY (vs. 5.4% in Q4 FY25), while within
Industry, Manufacturing accelerated to 7.7% YoY (vs. 4.8% in Q4 FY25), as
corporate earnings (ex-petroleum) benefitted from favourable base effect and
slower expenditure growth compared to income, which pushed profit margins up.
Construction also registered a robust growth of 7.6% YoY (vs. 10.8% YoY in Q4
FY25), consistent with strong cement production and steel consumption trends.
Notably, construction growth has averaged ~10% over the past ten quarters. In
contrast, Mining and Electricity GVA slowed to -3.1% YoY and 0.5% YoY,
respectively, owing to weather-related disruptions. The Services sector remained
the key growth driver, expanding 9.3% YoY in Q1 FY26, aided by a sharp rise in
public administration (9.8% YoY vs. 8.7% YoY in Q4 FY25) on account of back-
ended government expenditure. Financial services and real estate grew 9.5% YoY
and trade & transport rose 8.6% YoY, highlighting broad-based resilience across
the services economy.

GST reforms may aid consumption, though tariff risks cloud outlook: India’s
GDP momentum could ease over the next few quarters as the lagged effects of
recently imposed tariffs weigh on external demand. Even so, potential GST rate
rationalisation ahead of the festive season—alongside the personal income-tax
rationalisation taking effect this fiscal—should support consumption-facing
sectors and partly cushion the drag. Additional relief should come from easing
inflation and the pass-through of lower policy rates, which are likely to bolster
urban spending. On the investment side, sustained capacity utilisation, stronger
bank and corporate balance sheets, and supportive financial conditions create a
conducive backdrop for a pickup in private capex. That said, heightened
uncertainty around prospective US tariffs could temper corporate risk appetite,
making continued government capital expenditure an important backstop.

Figure 63: India quarterly GDP growth trend

20

10

-10
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Gross Domestic Product (GDP) 9.7 9.3 9.5 8.4 6.5 5.6 6.4

Private Consumption (PFCE) 7.4 3.0 5.7 6.2 8.3 6.4 8.1
Government Consumption (GFCE) 5.3 20.1 2.3 6.6 -0.3 4.3 9.3
Gross capital formation (GCF) 8.9 11.9 12.4 9.1 6.2 7.7 4.9
Gross Fixed Capital Formation (GFCF) 8.4 11.7 9.3 6.0 6.7 6.7 5.2
Exports -7.0 4.6 3.0 7.7 8.3 3.0 10.8
Imports 18.0 14.3 11.3 11.4 -1.6 1.0 -21 -12.7
Gross Value Added (GVA) 9.9 9.2 8.0 7.3 6.5 5.8 6.5
Agriculture 5.7 3.7 1.5 0.9 1.5 4.1 6.6
Industry 7.3 15.1 11.8 9.5 8.5 3.8 4.8
Mining and Quarrying 4.1 4.1 4.7 0.8 6.6 -0.4 1.3
Manufacturing 7.3 17.0 14.0 11.3 7.6 2.2 3.6
Electricity 4.1 11.7 10.1 8.8 10.2 3.0 5.1
Construction 9.2 14.6 10.0 8.7 10.1 8.4 7.9 10.8
Services 12.5 7.5 8.3 7.8 6.8 7.2 7.4
Trade, Hotels, Transport, Storage, Comm. 11.0 5.4 8.0 6.2 5.4 6.1 6.7
Fin. Svcs, Real Estate & Business Svcs. 15.0 8.3 8.4 9.0 6.6 7.2 7.1
Community, Social & Personal Svcs. 9.3 8.9 8.4 8.7 9.0 8.9 8.9

Source: CSO, NSE EPR. Note: Svcs. = Services

Figure 64: Quarterly GDP growth by expenditure (%YoY)
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Figure 65: India GDP sector share of growth (%)
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Figure 66: Gross value added (GVA) across sectors
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Figure 67: India GVA sector share of growth (%)
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Figure 68: Quarterly trend of nominal vs. real GDP and GVA growth
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Figure 69: Annual real GDP growth trend
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Source: CSO, CMIE Economic Outlook, NSE EPR. FE = Final Estimate; FRE = First Revised Estimate; PE= Provisional Estimates; RBIe = RBI Estimate.

Table 39: Annual real GDP growth trend (% YoY)

FY23FE

FY26RBIe

Gross Domestic Product (GDP)

Private Consumption (PFCE)
Government Consumption (GFCE)
Gross Capital Formation (GCF)

Gross Fixed Capital Formation (GFCF)
Exports of goods & services

Imports of goods & services

Gross Value Added (GVA)
Agriculture
Industry
Mining and Quarrying
Manufacturing
Electricity
Construction

Services

Trade, Hotels, Transport, Storage, Comm.

Fin. Svcs, Real Estate & Business Svcs.
Public Admin, Defence & Other Svcs.

3.9
5.2
3.9
-2.6
1.1
-3.4
-0.8

3.9
6.2
-1.4
-3.0
-3.0
2.3
1.6
6.4
6.0

6.8
6.6

-5.8
-5.3
-0.8
-7.4
-7.1
-7.0
-12.6

-4.1
4.0
-0.4
-8.2
3.1
-4.2
-4.6
-8.4
-19.9

1.9
-7.6

9.7
11.7

0.0
211
17.5
29.6
221

9.4
4.6
12.2
6.3
10.0
10.3
19.9
9.2
15.2

5.7
7.5

7.6
7.5
4.3
7.6
8.4
10.3
8.9

7.2
6.3
2.5
3.4
-1.7
10.8
9.1
10.3
12.3

10.8
6.7

FY24FRE |

9.2
5.6
8.1
10.5
8.8
2.2
13.8

8.6
2.7
10.8
3.2
12.3
8.6
10.4
9.0
7.5

10.3
8.8

FY25 (PE)

6.5
7.2
2.3
6.7
7.1
6.3
-3.7

6.4
4.6
5.9
2.7
4.5
5.9
9.4
7.2
6.1

7.2
8.9

Source: CSO, CMIE Economic Outlook, NSE EPR. FE = Final Estimate; FRE = First Revised Estimate; PE= Provisional Estimates.
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Table 40: Component-wise share in GDP (%)

FY23FE FY24FRE FY25 (PE)

Gross Domestic Product (GDP) 100.0 100.0 100.0 100.0 100.0 . 100.0
Private Consumption (PFCE) 56.8 57.1 58.1 58.1 56.1 56.5
Government Consumption (GFCE) 10.3 10.8 9.9 9.6 9.5 9.1
Gross Capital Formation (GCF) 33.5 32.9 36.3 36.3 36.8 36.8
Gross Fixed Capital Formation (GFCF) 31.6 31.2 33.4 33.6 33.5 33.7

Net trade of goods and services -3.5 -2.1 -1.0 -0.7 -3.2 -0.9
Exports of goods & services 19.4 19.1 22.6 23.2 21.7 21.6
Imports of goods & services 22.9 21.2 23.6 23.9 24.9 22.5
Gross Value Added (GVA) 100.0 100.0 100.0 100.0 100.0 100.0
Agriculture 15.1 16.3 15.6 15.5 14.7 14.4
Industry 29.6 30.8 31.6 30.2 30.8 30.7
Mining and Quarrying 2.4 2.3 2.2 2.1 2.0 2.0
Manufacturing 17.1 18.4 18.5 16.9 17.5 17.2
Electricity 2.3 2.3 2.3 2.4 2.4 2.4
Construction 7.9 7.8 8.6 8.8 8.9 9.1
Services 55.3 52.9 52.8 54.3 54.5 54.9
Trade, Hotels, Transport, Storage, Comm. 20.3 17.0 17.9 18.7 18.5 18.5
Fin. Svcs, Real Estate & Business Svcs. 21.9 23.3 225 23.3 23.6 23.8
Public Admin, Defence & Other Svcs. 13.1 12.6 12.4 12.3 12.4 12.7

Source: CSO, NSE EPR. FE = Final Estimate; FRE = First Revised Estimate; PE= Provisional Estimates.

Figure 70: India’s growth projections for FY26 by multilateral institutions
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*For Economic Survey, we have considered the mid-point of 6.3-6.8% + For Moody'’s, the projection is for the calendar year 2025.
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Textbox: Deep dive into the low deflator and impact on real GDP growth

India’s real GDP growth for the June quarter surprised on the upside, exceeding the RBI’s estimate of 6.5% and the
consensus of 6.7%. While multiple factors supported growth, a notable disconnect appeared between certain high-
frequency indicators and the GDP estimates. For instance, in value terms FMCG sales rose by 13.9% YoY (per
Nielson) in the June’25 quarter with volume growth at 6%, yet private final consumption expenditure (PFCE)
expanded by 7% in real terms. Similarly, IIP manufacturing grew by 3.3% during the quarter, whereas
manufacturing GVA rose by 7.7%.

A key reason behind this divergence is the role of GDP deflators in converting nominal values to constant prices.
Based on an interview by MOSPI’s Secretary Shri Saurabh Garg, around 40% of GDP is computed using a volume-
based approach by benchmarking volumes first, then inflating to obtain nominal values, while the remaining 60%
uses a value-based approach where the deflator is used in the computation of real estimates. The deflator growth
moderated sharply t0 0.9% in Q1 FY26 from 3% a year ago, broadly tracking the fall in average CPI and WPI inflation
(from 3.7% to 1.5% during the same period).

Sector-wise, the deflator for agriculture turned negative in line with the contraction in WPI food articles of 1.6%
YoY. Industry and services also witnessed low deflator growth at 0.5% and 1.9% YoY, respectively, boosting real
growth in these sectors. Many services—trade & repair services, hotels & restaurants, real estate, professional
services—derive nominal estimates from corporate earnings or other benchmarks but are deflated using
appropriate WPI, which remained subdued. Public administration, defence, and other services are largely deflated
using appropriate CPI, which was also benign. On the expenditure side, both private consumption and government
spending were deflated using an average of CPI and WPI, contributing to higher real GDP growth.

Such instances are not unprecedented. In Q1 FY24, real GDP grew 9.7% despite an unfavourable base (13.5% in
Q1 FY23) amid deflator growth of just 1.2% and average inflation (CPI and WPI) at 0.9%. A similar trend was
observed between March 2015 and June 2016, when real GDP growth exceeded 7% in each quarter, during a period
of low deflator growth.

Figure 71: Trends in nominal vs. real vs. deflator growth (YoY%)
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Figure 72: Segment-wise comparison of WPI inflation
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Figure 73: Trends in nominal vs. real vs. deflator growth (YoY%)
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Table 41: Sector-wise nominal vs. real vs deflator YoY growth %

Components Nominal Deflator

Expenditure method

GDP 8.8 7.8 0.9
PFCE 9.2 7.0 2.0
GFCE 9.7 7.4 2.1
GFCF 8.3 7.8 0.4
Exports 8.1 6.3 1.7
Imports 5.9 10.9 -4.5
GVA 8.8 7.6 1.0
Agriculture, forestry, fishing 3.2 3.7 -0.5
Mining and quarrying -10.1 -3.1 -7.2
Manufacturing 10.1 7.7 2.2
Electricity, gas, watery supply and other utility services 2.1 0.5 1.6
Construction 7.1 7.6 -0.4
Trade, hotels, transport, comm. & broadcasting services 9.4 8.6 0.7
Financial services, real estate and professional services 11.0 9.5 1.4
Public administration, defence and other services 13.8 9.8 3.7

Source: CMIE Economic Outlook, MOSPI, NSE EPR. Notes: 1) Full form: PFCE= Private final consumption expenditure; GFCE= Government final consumption
expenditure; GFCF: Gross fixed capital formation; GVA= Gross Value Added.
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GST 2.0 Act II, Scene I: A new chapter of new-gen GST reforms begins

The next-generation GST reforms, approved in the 56" meeting of the GST Council on September 3™, 2025,° and
effective from September 22", usher in a transformative phase in India’s indirect tax regime. Built on three pillars—
structural changes, rate rationalisation, and ease of living and doing business—these reforms aim to simplify
compliance, boost consumption, reduce costs, and enhance productivity while easing the burden on small businesses.
The existing multi-slab structure has been streamlined by merging the 12% and 28% rates into three-tier system: a
5% merit rate for essentials and an 18% standard rate for most goods and services. A special 40% de-merit rate will
apply to a select category of luxury and sin goods, including tobacco, pan masala, gutkha, and luxury automobiles.
While the compensation cess will be discontinued for most products, it will continue temporarily on specified tobacco-
related items until associated loan and interest obligations are fully discharged. This rejig covers almost 391 items,
including lowering items for more than 350 items and is designed to stimulate consumption by easing cost inflationary
pressures and simplifying cost of living. The Ministry of Finance has projected a revenue shortfall of Rs 48,000 crore®
while the removal of compensation cess could further reduce revenue by around Rs 1.5 lakh crore, with a total
implication of around 0.5-0.6% of GDP (Rs 356 lakh crore in FY26). That said, stronger consumption demand could
provide a fillip to GST collection and could temper the impact to some extent. Various estimates suggest inflation to
moderate by around one percentage point subject to the pass-through effect on consumer prices. Key sectors like
automobiles, healthcare, cement, FMCG, insurance stand to gain, potentially boosting overall consumption.

¢ Transformation reform; A new era of GST...: The next-generation GST reforms,
approved by the GST Council on September 3, 2025, and effective September 22,
mark a historic step in India's indirect tax journey. Based on three core pillars—
structural changes, rate rationalisation, and ease of living and doing business, the
reforms aim to simplify compliance, boost consumption and productivity,
strengthen tax compliance, lower costs, provide relief to small businesses by
reducing tax burden and enhance the overall business environment. Structural
changes address long-standing issues like inverted duty structures and
classification disputes. Rate rationalisation moves from a multi-slab system to a
more predictable structure. The ease of living pillar focusses on process reforms
to make compliance efficient and particularly support MSMEs and exporters.

¢ ...With a simplified and rationalised GST structure: The most dramatic shift lies
in the consolidation of tax slabs. The earlier structure of 5%, 12%, 18%, and 28%
(plus cess) has been largely replaced with a three-tier system: 5% Merit Rate for
essential/common-use goods, 18% Standard Rate for most items, and a new 40%
‘Special Rate’ for a limited category of sin and luxury goods. Compensation cess
has been removed for most goods, barring select tobacco products, where current
rates continue until related debt obligations are cleared.” This rationalisation
covers 391 items, with 357 seeing rate reductions, signaling the government’s
intent to stimulate consumption and ease business costs.

e Economic and fiscal impact: According to the Ministry of Finance, the reforms
could lead to a revenue shortfall of approximately ~Rs 2 lakh crore in FY26,
equivalent to 0.5-0.6% of GDP (Rs 356 lakh crore in FY26 as per Budget
Estimates). This includes a loss from slab changes (-Rs 93,000 crore), cess
withdrawal (-Rs 1.5 lakh crore), partially offset by a new 40% slab (+Rs 45,000

5 https://www.pib.gov.in/PressReleseDetailm.aspx?PRID=2163555

¢ https://www.thehindu.com/business/Economy/gst-reforms-spurt-in-consumption-to-drive-revenue-buoyancy-fiscal-deficit-target-of-44-can-be-met-finance-
minister/article70022322.ece

7 https://www.pib.gov.in/PressReleseDetailm.aspx?PRID=2163560
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crore). However, increased consumption is expected to support GST collections
and limit the fiscal impact. Inflation is expected to moderate due to GST tax slab
reductions, though the extent will depend on pass-through to consumer prices.
Estimates suggest inflation could be nearly one percentage point lower with full
pass-through, easing cost pressures for households. This disinflationary impact, if
any, may create policy space for the Monetary Policy Committee (MPC) to reduce
interest rates, if growth momentum softens due to any external headwinds.

¢ Consumption boost and sector-wise gains: The reforms are expected to further
spur overall consumption (PFCE real growth of 7% in Q1FY26; FMCG volume sales
growth of 6%).8 Lower GST rates on automobiles, including EVs, could support a
recovery in the passenger vehicle segment, which saw an -8.9% YoY decline in
April-July’25. Cement rate cuts may spur infrastructure and construction
activities, while the exemption of GST on insurance is set to deepen financial
inclusion and boost penetration in a relatively underinsured market. Health-
related items have received significant attention in this reform. Thirty-three life-
saving drugs and medicines are now taxed at 0%, while several others have moved
from 12% or 5% to zero. Together, these measures could stimulate demand
across key sectors, create employment opportunities, and enhance the overall
consumption momentum.

e GST 1.0 has built the foundations for a transformative new phase: GST 1.0,
implemented in July 2017, laid the groundwork for India’s unified tax regime and
set the stage for the next generation of reforms. Over FY19-FY25, GST gross
collections nearly doubled from Rs 11.8 lakh crore to Rs 22.1 lakh crore, with
average monthly collections rising from Rs 98,000 crore in FY19 to Rs 1.84 lakh
crore in FY25, even surpassing Rs 2 lakh crore in early FY26. States have been
significant beneficiaries, recording double-digit growth in GST revenues during
this period, with the top 10 states contributing nearly three-fourths of total
collections. While states such as Kerala, Jharkhand, West Bengal and Tamil Nadu
have welcomed the reform, they have expressed concerns over potential revenue
losses due to rate rationalisation and sought central compensation to mitigate any
shortfalls.

8 https://nielsenig.com/global/en/news-center/2025/rural-fuels-indias-13-9-fmcg-growth-in-q2-while-urban-recovery-gains-momentum/
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transport aircraft

cream
4. Key fertiliser inputs like sulphuric
acid, nitric acid, ammonia

GST 2.0
Nil 5% 18% 40%
| 1. Pizza bread, paneer,
khakhra, chapati -
2. Three lifesaving drugs & 1. Coal, lignite
| _medicines
1. 33 lifesaving drugs and : 1. Condensed milk, butter, cheese, :
medicines I ghee |
: 2. Nuts, dry fruits, dates, citrus fruits 1
! 3. Refined sugar, jams, jelli i
y 3 ,] , jellies, 1
: fruit/vegetable juices :
I 4. Solar cookers, Solar water heater : 1. Articles of apparel and
: systems, fuel cell motor vehicles : clothing >Rs 2,500 per piece
: 5. Common man items like tooth 1
: powder, soaps, handbags, shopping :
I bags, footwear < Rs 2,500 per pair :
: 6. Electric vehicles 1
I 7. Agriculture related goods :
| 1. Chocolates, biscuits, cakes H
1
1. Indian breads (parathas, : 2. Essence and concentrates of H
| coffee and tea 1
parottas) i . . 1 1. Other non-
. . . 3. Common man items like talcum .
2. Engineering items like I L ; H alcoholic
. e I powder, hair oil, shampoo, shaving |
simulators, amplifiers, and : H beverages
[ i
! 1
I

1. Bidi |
2. Consumer electronics like :
AC, dish-washing machine, |
TVs (above 32), monitors, |
projectors |
3. Petrol/LPG/CNG car: engine |
capacity< 1200 cc and length :
< 4000mm |
4. Diesel car: engine capacity :
<1500 cc and length < 4000 :
mm 1
5. Three-wheeled vehicle |
6. Motorcycles with engine :

:

1

1. Pan masala
2. Caffeinated
beverages

3. Carbonated
beverages

4. Cigars,
cigarettes,
unmanufactured
tobacco

5. SUVs and luxury
cars

6. Motorcycles >
350 cc

gégiinitgnfso ce 7. Aircrafts, yachts
Source: PIB Press Release, Media reports, NSEEPR. T oETmEEmEmEmEmmmmmmmmmee
Table 43: Service-wise key changes in GST tax slabs
S. No Entry From To
1 Allindividual health insurance, along with reinsurance thereof 18% with ITC Exempted
2 Allindividual life insurance, along with reinsurance thereof 18% with ITC Exempted
3 Hotel accommodation less than Rs 7,500 per unit per day 12% with ITC 5% without ITC
4 Supply of air transport of passengers in other than economy class 12% with ITC 18% with ITC
5 Beauty and physical well-being services 18% with ITC 5% without ITC
6 Cinema tickets < Rs 100/- 12% with ITC 5% with ITC
7 Admission to casinos, race clubs or sporting events like IPL 28% with ITC 40% with ITC

Source: PIB Press Release, Media reports, NSE EPR.
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Figure 74: Impact of GST tax slab rejig on Government revenue collections
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Source: Ministry of Finance, Media reports, GST statistics, NSE EPR.
Notes: 1) The impact on revenue collections due to the changes in GST tax slabs has been based on the base of FY24 2) The impact of the cess withdrawal is the revenue
collected under the head “compensation cess” in FY25, which will no longer be garnered, post cessation.

Figure 75: Annual trends in GST revenue collections
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Source: GST statistics, NSE EPR.
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Figure 76: Trends in GST collections across broad categories
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Figure 77: Trends in share of GST collections across broad categories
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Figure 78: GST collections for major states in FY25 and average growth rate
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Source: GST statistics, NSE EPR.
Notes: 1) Names of the states: MH: Maharashtra, KA: Karnataka, GJ: Gujarat, TN: Tamil Nadu, HR: Haryana, UP: Uttar Pradesh, DL: Delhi, WB: West Bengal, TS:
Telangana, OR: Odisha, RJ: Rajasthan, MP: Madhya Pradesh, AP: Andhra Pradesh, CT: Chhattisgarh: Jharkhand, KL: Kerala, PB: Punjab, UT: Uttarakhand, BH: Bihar
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India’s sovereign ratings journey: Structural strengths and enduring constraints

India’s recent long-term sovereign credit rating upgrade to BBB by S&P - its first in nearly two decades — underscores
the country’s resilient macroeconomic performance, policy credibility, and fiscal consolidation efforts. The decision
reflects India’s robust growth momentum, improved spending quality with a sharp focus on capital expenditure,
credible inflation management, and a contained external position supported by resilient services exports. On a
comparative basis, India’s performance stands out against peer economies, making it the world’s fourth-largest
economy while maintaining stability amid global shocks. In this report, we analyse the rationale behind the upgrade,
assess India’s comparative standing vis-a-vis other emerging economies at similar rating levels, and examine the
structural factors that continue to constrain India’s rating within the lower end of the investment-grade spectrum.

That said, India’s sovereign rating trajectory remains closely tied to its fiscal discipline. The Central Government has
signalled prudence by steadily reducing deficits while prioritizing growth-oriented capital spending. However, long-
term sustainability will require support from state governments as well. Coordinated discipline across both will be
critical to anchor debt stability, enhance policy credibility, and create headroom for future rating upgrades.

India’s sovereign rating upgraded to BBB: S&P Global recently raised India’s long-term
sovereign credit rating to BBB from BBB- (lowest investment grade rating), while
maintaining a stable outlook. This upgrade, the first in over 18 years, marks an important
milestone in the external assessment of India’s macroeconomic and policy fundamentals.
In this report, we examine the rationale underpinning this upgrade, India’s comparative
standing against peer economies®, the reasons why the country remains positioned at the
lowest rung of the investment-grade spectrum, and the impact on bond yields.

India is currently rated investment grade by all three major credit rating agencies—S&P,
Moody’s, and Fitch. S&P’s BBB is in comparison with Moody’s Baa3 and Fitch’s BBB-.
Historically, movements in India’s sovereign ratings have closely tracked shifts in its
macroeconomic landscape, reflecting the sovereign’s capacity to honour its debt
obligations. During most of the 1990s and mid-2000s, India’s sovereign credit rating was
speculative grade. It was upgraded to investment grade by Moody’s in 2004, Fitch in 2006
and S&P in 2007, in recognition of higher economic growth prospects and strengthened
fundamentals of the Indian economy.

In the global sovereign credit framework, countries are generally grouped into investment
grade and speculative grade categories, with the latter reflecting higher default risk. The
threshold for investment grade is BBB- for both S&P and Fitch, and Baa3 for Moody’s and
India is at the cusp of investment grade.

9 Peer economies comprise emerging markets that either share a similar sovereign rating with India—such as Indonesia and Mexico—or represent other major EMs of
relevance, including China, Brazil, South Africa, Malaysia, Thailand, the Philippines, and Vietnam.
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Figure 79: India’s Sovereign Credit Ratings and their rationale
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Source: Bloomberg, NSE EPR. Note: The recent rating upgrade by S&P was on 14" August 2025.

Table 44: History of ratings updates for India

Date S&P Moody's Fitch
January 1988 A2

October 1990 Baal

March 1991 Baa3

June 1991 Ba2

December 1992 BB+

December 1994 Baa3

June 1998 Ba2*

October 1998 BB*

March 2000 BB+*
November 2001 BB*
February 2003 Bal*

January 2004 Baa3 BB+*
February 2005 BB+*

August 2006 BBB-
January 2007 BBB-

November 2017 Baa2

June 2020 Baa3

August 2025 BBB

Source: Bloomberg, NSE EPR. Note: *Speculative Grade; Green highlights ratings upgrade; Red highlights ratings downgrade; Black indicates first rating
Rationale behind the upgrade

S&P’s upgrade of India’s sovereign rating was underpinned by a confluence of structural
and cyclical factors. These include: (a) the economy’s strong and broad-based growth
momentum, (b) the government’s sustained focus on fiscal consolidation, (c) improved
composition of public expenditure with greater emphasis on infrastructure and capital
formation, and (d) robust corporate, financial sector, and external balance sheets.
Additionally, credible inflation management and a more predictable policy environment
have reinforced the sovereign’s macroeconomic stability.
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Resilient growth and effective inflation management: India continues to stand out as
one of the fastest-growing emerging market economies. Post-pandemic, GDP growth
averaged 7.8% during FY23—-FY25, outpacing most peers, while the long-term average
growth rate of above 6% (FY01-FY25) remains materially higher than that of sovereigns
in the same rating category (such as Indonesia and Mexico). Despite persistent global
challenges—-ranging from trade disruptions to geopolitical uncertainty—domestic economy
has remained resilient. Supportive monetary policy actions by the RBI, combined with
measures to further deepen domestic capital markets, have contributed to a more stable
and enabling macroeconomic environment.

The adoption of the Flexible Inflation Targeting (FIT) framework in 2016 has been
instrumental in anchoring inflation expectations and enhancing monetary policy
credibility. Since its implementation, headline CPI inflation has averaged 4.8% (October
2016-July 2025), a marked improvement from the 7.3% average recorded in the pre-FIT
period (April 2012-September 2016). The framework’s credibility and built-in flexibility
have helped balance price stability with growth considerations, despite global challenges.

Figure 80: India’s GDP growth and sovereign credit Figure 81: Trend in CPI Inflation
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Source: CMIE Economic Outlook, RBI, NSE EPR.

Note: 1) Red signifies year of rating downgrade. Green signifies year of rating upgrade. 2) GDP estimates for FY26 are as per RBI 3) FY26TD data pertains to April-
July’2025

Sustained focus on fiscal consolidation and improved quality of spending: The central
government’s commitment to fiscal discipline has been evident in its ability to anchor the
fiscal deficit at 4.4% of GDP in FY26 (budget estimates), while also focusing on capex and
infrastructure-led growth. Over time, the quality of spending has improved markedly, with
capital expenditure rising to a historic high of 3.2% of GDP in FY25, compared with 2% a
decade earlier. This continued capex thrust is expected to play a pivotal role in driving
structural transformation and supporting long-term productivity gains across the
economy.
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Figure 82: Central government fiscal balance Figure 83: Central govt. finances: Capex share in GDP
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Source: CEIC, NSE EPR. Note: PA= Provisional Actuals, BE= Budget Estimates. Red signifies year of rating downgrade. Green signifies year of rating upgrade.

External position remains manageable: India’s external position remains broadly
contained, with the current account deficit (CAD) averaging well below historical peaks
and narrowing to 0.6% of GDP in FY25. The improvement reflects resilient services
exports and moderation in oil import pressures. On the external debt side, India has
maintained a prudent stance, with external debt levels stabilizing around 19% of GDP in
FY25, significantly below the highs observed in FY13-15.

Figure 84: India’s CAD as a percentage of GDP Figure 85: Trends in India’s external debt (% of GDP)
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Source: CEIC, NSE EPR. Note: Red signifies year of rating downgrade. Green signifies year of rating upgrade.

India’s position relative to peers: On a comparative basis, India’s macroeconomic
performance stacks up favourably against both emerging market peers and sovereigns
with similar credit ratings. Over the past decade, sustained high growth has propelled
India to become the world’s fourth-largest economy, with resilience demonstrated
through the COVID-19 shock and subsequent geopolitical disruptions.

Externally, India’s position has also been comparatively stronger. The current account
deficit remains modest and significantly better than that of advanced economies such as
the US and UK, both of which hold higher sovereign ratings. This contained CAD, together
with steady foreign investment inflows and the continued strength of services exports,
highlights the resilience of India’s external sector.

Nevertheless, despite these robust fundamentals, India’s sovereign credit rating remains
constrained at BBB/Baa3. The key factor weighing on its rating profile is the persistently
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high level of general government debt, which continues to limit upward mobility within
the investment-grade spectrum.

Table 45: Global comparison: India vs other countries

Country Current sovereign rating Indicators
: Gop O he Ceneral N oP o eal Extemal
Moody's S&P Fitch growth govt debt inflation Debt (%
(YoY%) PPP (US$ (% GDP) balance (YoY%) balance GDP)
(11 0)] (% GDP) (% GDP)
Germany Aaa AAA AAA -0.2 62.4 63.9 5.7 2.5 -2.7 147.6
us Aal AA+ AA+ 2.8 75.5 120.8 -3.9 3.0 -6.4 94.7
Taiwan Aa3 AA+ AA 4.3 70.0 26.2 15.7 2.2 2.7 27.6
EACCL‘;?;?;S Aa3 AA AA- 11 545  101.2 3.4 2.5 59 2785
South Korea Aa2 AA AA- 2.0 55.2 52.5 5.3 2.3 -1.7 35.9
Japan Al A+ A 0.1 46.4 236.7 4.8 2.7 -7.1 112.6
Greece Baa3 BBB BBB- 2.3 37.8 150.9 -6.9 3.0 1.3 236.9
UAE Aa2 AA AA- 3.8 67.8 321 9.1 1.7 4.8 -
China Al A+ A 5.0 23.8 88.3 2.3 0.2 -3.0 12.9
Malaysia A3 A- BBB+ 5.1 36.2 70.4 1.7 1.8 -5.9 69.9
Thailand Baal BBB+ BBB+ 2.5 22.2 63.2 2.1 0.4 -5.6 35.1
Emerging Philippines Baa2 BBB+ BBB 5.7 10.6 57.1 -3.8 3.2 -5.7 29.8
Market India Baa3 BBB BBB- 6.5 9.9 81.3 -0.6 4.6 -4.8 19.1
€conomies 1 yonesia Baa2 BBB BBB 5.0 14.6 40.2 -0.6 23 -2.3 305
Mexico Baa2 BBB BBB- 1.5 221 58.4 -0.3 4.7 -4.9 31.9
Vietnam Ba2 BB+ BB+ 7.1 14.4 32.9 6.1 3.6 -4.7 27.9
Brazil Bal BB BB 3.4 19.6 87.3 -2.8 4.4 -5.9 27.7
South Africa Ba2 BB- BB- 0.6 13.8 76.4 6.1 4.4 -4.4 42.0
Source: Bloomberg, IMF WEO, CEIC, CMIE Economic Outlook, NSE EPR. Note: Data corresponds to 2024 and FY2025 for India.
India follows financial year from April-March.
Table 46: Credit Rating Scale Comparison between major Credit Rating Agencies
S&P Moody's Fitch
AAA Aaa AAA
AA+ Aal AA+
AA Aa2 AA
AA- Aa3 AA-
Investment Grade At Al At
A A2 A
A- A3 A-
BBB+ Baal BBB+
BBB Baa2 BBB
BBB- Baa3 BBB-
BB+ Bal BB+
BB Ba2 BB
BB- Ba3 BB-
B+ B1 B+
B B2 B
. Non- ) B- B3 B-
investment/speculative
grade CCC+ Caal CCC
CCE Caa2 Ccc
CcCcC- Caa3 CcccC
CC Ca CC
© Ca C
D C D

Source: Bloomberg, NSE EPR.
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Figure 86: GDP growth: India vs. EMs Figure 87: CPI Inflation: India vs. EMs
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Source: IMF WEO, NSE EPR. Note: Data corresponds to 2024 and FY2025 for India. India follows financial year from April-March.

Figure 88: Current account balance: India vs. EMs Figure 89: External debt: India vs. EMs
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Source: IMF WEO, NSE EPR. Note: Data corresponds to 2024 and FY2025 for India. India follows financial year from April-March.

Elevated government debt levels: India’s general government debt has gradually
declined from the peak of 88.4% in FY21 to 81.3% of GDP in FY25, even as it remains
significantly higher that the pre-pandemic average of 70% (FY10-20). Relative to
emerging market peers, India’s debt burden is among the highest, comparable to Brazil
and China but well above economies such as Indonesia, Vietham and Mexico. While
robust growth and fiscal consolidation efforts have helped stabilize the debt trajectory,
the high debt-to-GDP ratio continues to constrain fiscal flexibility. However, the central
government is aiming at reducing the debt-to-GDP ratio to ~50% +/- 1% by FY2031 (from
55.1% in FY26BE) to support long-term macroeconomic stability and credit rating
improvement.
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Figure 90: India’s general govt. debt over years Figure 91: General government debt: India vs. EMs
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Source: CMIE Economic Outlook, IMF WEO, NSE EPR. Note: Red signifies year of rating downgrade. Green signifies year of rating upgrade. Data corresponds to 2024 and
FY2025 for India. India follows financial year from April-March.

That said, India’s debt sustainability dynamics (as measured by one of the metrics viz.
growth-interest rate differential) remain broadly favourable, with nominal GDP growth
consistently exceeding the interest rate (10-year G-sec yield), implying that the economy
continues to grow faster than the cost of servicing debt. However, the gap has been
narrowing in recent years, reflecting sticky borrowing costs. Debt dynamics could become
more challenging if growth underperforms or yields rise further.

Figure 92: India’s debt sustainability
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Source: Bloomberg, NSE EPR.

Impact of ratings upgrade on yields: The immediate benefit of the rating upgrade on
government bond yields has been quite modest. The India 10-year benchmark yield fell
8bps to 6.4% on the day of the upgrade announcement before normalizing slightly higher,
weighed by other factors including a) a hawkish pause by the RBI, b) pressure on fiscal
balances owing to GST rationalization, and c) external headwinds in the form of sustained
US tariff pressures, and geopolitical uncertainties.
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However, empirical evidence, including an IMF research study??, suggests that the impact
of rating actions on bond spreads is most pronounced when sovereigns cross rating
categories—such as moving from speculative grade to investment grade. Reaching
investment grade lowers sovereign spreads by 36%, above and beyond what is implied
by macroeconomic fundamentals. For instance, if at point in time a BB+ rated country has
a spread of 440bps, a country at BBB- would have a spread of only 279bps, ceteris
paribus. In contrast, upgrades within the investment-grade spectrum generally result in
a smaller compression of 5-10%, while shifts within speculative grade show little
measurable effect, ceteris paribus.

Future rating momentum will hinge on continued fiscal consolidation. S&P has indicated
that India’s sovereign rating could improve further if fiscal deficits narrow significantly,
such that the net change in general government debt falls below 6% of GDP on a
structural basis. Achieving this would require not only expenditure rationalization at the
central government level but also greater fiscal discipline across state governments.

10 https://www.imf.org/en/Publications/WP/Issues/2016/12/31/Sovereign-Credit-Ratings-and-Spreads-in-Emerging-Markets-Does-Investment-Grade-Matter-24677
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Industry: Manufacturing aids industrial activity, mining/electricity remain weak

Table 47: India industrial production for July 2025 (%YoY)

%YoY Weight (%) Jul-25 Jul-24 FY26TD FY25TD

IIP 3.5 1.5 5.0 2.4 5.3

Sector- Mining 14.4 -7.2 -8.7 3.8 -3.9 6.9
based Manufacturing 77.6 5.4 3.7 4.7 3.9 4.4
indices Electricity 8.0 0.6 1.2 7.9 -1.0 101
Primary Goods 34 -1.7 -2.5 5.9 -1.5 6.6

Capital Goods 8.2 5.0 3.0 11.7 8.5 5.2

Intermediate Goods 17.2 5.8 5.5 7.0 5.2 4.4

gz;bsased Infra/Construction Goods 123 11.9 6.7 5.5 7.5 7.4
Consumer Goods 28.2 3.5 0.7 0.7 1.0 3.1

Consumer Durables 12.8 7.7 2.8 8.2 3.9 10.0

Consumer non-durables 15.3 0.5 -0.9 -4.2 -1.0 -1.2

Source: CMIE Economic Outlook, NSE EPR. Note: FYTD corresponds to Apr-July.

Figure 93: Sub-industries wise break of manufacturing IIP growth rates (YoY%)- July 2025

Out of the 23 sub-industries, 14 have recorded positive YoY growth, of which six have registered double-digit

growth
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Source: CMIE Economic Outlook, NSE EPR.
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Figure 94: India industrial production (3MMA)
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Figure 95: India industrial production use-based goods (3MMA)
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Figure 96: Long-term industrial production trend (12MMA)

Industrial Production trend

30 1§ r 30
IIP %YoY 12mma

— Eight core growth 12mm

—— IIP Manufacturing 12m
20 A r 20
10 %\ W\q -10

0 V \ | 0

-10 A r-10

2008 2010 2012 2014 2016 2018 2020 2022 2024
Source: LSEG Workspace, NSE EPR.

Figure 97: Monthly trends in Eight core industries and IIP growth (% YoY)
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Table 48: Sector-wise core sector growth for July 2025 (%YoY)

Weights Jul-25 Jun-25 Jul-24 FY26TD FY25TD
Eight-core sector 100.0 2.0 2.2 6.3 1.6 6.3
Coal 10.3 (12.3) (6.8) 6.8 (3.2) 9.8
Crude oil 9.0 (1.3) (1.2) (2.9) (2.8) (2.2)
Natural gas 6.9 (3.2) (2.8) @.3) (2.6) 4.5
Refinery products 28.0 (1.0 3.4 6.6 (0.3) 2.4
Fertilizers 2.6 2.0 (1.2) 5.3 (2.3) 1.3
Steel 17.9 12.8 9.7 7.0 8.6 8.0
Cement 5.4 11.7 8.2 5.1 9.0 1.6
Electricity 19.9 0.5 (1.2) 7.9 (0.9) 10.1

Source: CMIE Economic Outlook, NSE EPR. FYTD corresponds to Apr-July.
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Figure 98: Manufacturing PMI across countries
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Figure 99: India’s Manufacturing and Services PMI monthly trend
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Inflation: CPI inflation moderates to over eight-year low

Table 49: Consumer Price Inlation in July 025 (%YoY)
 Weight (%) Jul-25 Jul-24 FY26TD FY25TD

CPI 1.6 2.1 3.6 2.4 4.6
Food & Beverages 45.9 (0.8) 0.2) 5.1 0.6 7.3
Pan, Tobacco & Intoxicants 24 24 24 3.0 2.3 3.0
Clothing & Footwear 6.5 2.5 2.6 2.7 2.6 2.7
Housing 10.1 3.2 3.2 2.7 3.1 2.7
Fuel & Light 6.8 2.7 2.6 (5.5) 2.7 (4.2)
Miscellaneous 28.3 5.0 5.5 3.8 5.2 3.6
Core Inflation 44.9 4.2 4.5 34 4.3 3.2

Source: CSO, NSE EPR; Note: * Headline inflation excluding food & beverages, pan, tobacco & intoxicants and fuel & light. FYTD data corresponds to April-July

Figure 100: Headline monthly CPI inflation trend
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Figure 101: Category-wise contribution to India consumer price inflation (CPI)
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Figure 102: Category-wise contribution to India Food and Beverages inflation (CPI)
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Figure 103: Monthly Change in CPI inflation broken down by base and momentum
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Figure 104: Trends in Retail Prices of TOP (Rs/kg) Figure 105: Trends in retail Prices of Pulses (Rs/kg)
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Table 50: Wholesale price inflation for July 2025 (%YoY)
Weight (%)

June-25

Market Pulse
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2.1

FY26TD

FY25TD

WPI -0.6 -0.1 0.1 2.4
Primary articles 22.6 -5.0 -3.4 3.2 -2.8 6.2
Food articles 15.3 -6.3 -3.7 3.5 -2.8 8.0
Non-food articles 4.1 3.4 2.3 -1.9 2.1 -2.9
Minerals 0.8 1.1 0.8 5.2 1.1 5.2
Crude petroleum & natural gas 2.4 -11.1 -12.3 9.1 -12.7 9.0
Fuel & power 13.2 -2.4 -2.7 1.9 -3.4 0.6
Coal 2.1 0.5 0.8 -1.5 0.5 -0.3
Mineral oils 8.0 -5.0 -5.8 3.7 -6.1 1.9
Electricity 3.1 3.3 4.4 -1.0 2.0 -2.3
Manufactured products 64.2 2.0 2.0 1.6 2.2 1.0
Food group 24.4 -2.1 -0.3 3.6 0.7 6.5
Source: CSO, CMIE Economic Outlook. NSE EPR. FYTD data corresponds to Apr-July.
Figure 106: Category-wise contribution to India wholesale price index (WPI)
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Figure 107: India wholesale price inflation (WPI)
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Figure 108: Monthly Change in WPI inflation broken down by base and momentum
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Figure 109: Gap between retail and wholesale inflation
percentage points Gap between CPI and WPI inflation
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Figure 110: Headline CPI inflation across Indian states in July 2025
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Source: CMIE Economic Outlook, NSE EPR.
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RBI’s review of Monetary Policy Framework: Key highlights

The Reserve Bank of India’s recent Discussion Paper (DP)* on the review of the Flexible Inflation Targeting (FIT)
framework is released at a juncture when the Indian economy is navigating global challenges emerging from trade
uncertainties and supply chain disruptions. Since its adoption in 2016, FIT has served India well by reducing inflation
and anchoring inflation expectations. That said recent shocks from the pandemic and the Russia-Ukraine conflict have
reignited the debate on whether certain aspects of the framework need recalibration. The DP invites broader debate
on four core issues: the choice of inflation measure, the optimality of 4% target level, the design of the tolerance band
and the merits of a point vis-a-vis range framework. On the inflation metric, the DP stresses that while core inflation is
less volatile, headline inflation is the appropriate benchmark for India, where food and fuel account for more than half
the consumption basket and thereby strongly shape inflation expectations. The optimality of the 4% inflation target is
supported by trend estimates and India’s status as a fast-growing economy, where slightly higher services inflation is
expected. The current (+/-) 2% tolerance band has effectively balanced flexibility and stability, with most deviations
(94%) within this range. The final issue is whether to retain a point target with a band or shift to a pure range. Global
experience favours point targets with bands for stronger credibility, while a range may add flexibility but risks multiple
targets, complicating communication and policy signals. With the second review due in March 2026, the DP concludes
that the framework has served India well while reassessing its core principles and exploring ways to enhance its
credibility and flexibility.

e Four broad questions on inflation target: The Flexible Inflation Targeting (FIT)
framework — effective since 2016 and reviewed in 2021 — has broadly delivered
on its mandate during the previous nine years. The framework’s credibility and
built-in flexibility have supported price stability despite global challenges. This
discussion paper (DP) tries to examine four important questions, presenting
balanced arguments on each. The questions revolve around a) Headline vs Core
inflation: Better Target Benchmark b) Optimality of the 4% target c)
Appropriateness of the tolerance band d) Point target vs. Range target.

¢ Headline vs Core: The appropriate target benchmark: The trade-off between
inclusivity and stability underpins the debate of the appropriate monetary policy
target benchmark — headline or core inflation. Advocates of core inflation
(Government of India (2024); Sharma (2024)*? and Virmani (2024)*® — argue that
food and fuel prices are volatile and do not react to monetary policy, making it
unsuitable for targeting. Conversely, research by Lahiri (2024)%4, Patra et al.
(2024), Eichergreen & Gupta (2024)¢ and Goyal (2022)1” have argued in favour
of headline inflation as a target, citing spillover of food inflation to core, erosion of
credibility, de-anchoring inflation expectations and serving equity and consumer
welfare. Given that food and fuel account for over 50% of India’s consumption
basket, excluding them may not reflect the true cost of living. While some argue
that the current CPI base (2011-12) is outdated, the latest Household
Consumption Survey (2023-24) shows food and energy remain dominant,
especially among lower-consumption decile households.

11 Link to the discussion paper: https://www.rbi.org.in/Scripts/PublicationsView.aspx?id=23171

12Sharma, M. (2024). India should remove food inflation from its inflation target. The Economic Times, June 4

13 Virmani, A. (2024). Core inflation with non-volatile food must guide RBI. The Financial Express. December 6. https://www.financialexpress.com/policy/economy-
core-inflation-with-non-volatile-food-must-guide-rbi-arvind-virmani-3685308/

4 Lahiri. A. (2024). Inflation debate: Current target holds merit, but 4% midpoint needs teeth. Business Standard, October.

15 Patra, M.D., John, J. and George, A. T. (2024). Are Food Prices the ‘True’ Core of India’s Inflation? RBI Bulletin, January.

¢ Eichengreen, B. and Gupta, P. (2024). Inflation Targeting in India: A Further Assessment. NCAER Working Paper, January.

17 Goyal, A. (2022). Flexible Inflation Targeting: Concepts and Application in India. Indian Public Policy Review, 3(5): 01

21. https://doi.org/10.55763/ippr.2022.03.05.001
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o India’s experience in the FIT era: Headline and core inflation in the first and
second FIT era have moderated vis-a-vis the pre-FIT period. In the first FIT period,
headline inflation (4.4%) was lower than core inflation (5%), while in the
subsequent FIT period, headline (5.4%) exceeded core inflation (5%). The
volatility in headline inflation has gradually narrowed since the adoption but in
general the volatility in food inflation remains higher than core. Empirical evidence
in India’s case suggests convergence of non-core prices to core prices in the long
run, implying that the monetary policy cannot ignore second-round effects of
supply-side shocks.

e Deliberations over the optimal inflation target: India’s inflation target has
remained 4% since the adoption of FIT in 2016 and the DP supports maintaining
it based on theory and evidence. Various trend inflation estimates?®® suggest 4%
as the desirable rate of inflation and the current framework has delivered
disinflation while allowing flexibility during shocks. The Balassa— Samuelson?®®
effect lends theoretical support: fast growing economies like India, where
productivity gains in tradables push up wages and non-tradable prices. Retaining
the 4% target builds on credibility and keeps India in line with global practise
where EMDEs typically set the target between 3%-6%. Also, no major central bank
has raised its target in recent reviews. Counterarguments by Dholakia et.al
(2021)2° highlight the target of 4% to be too tight and risks growth. Furthermore,
recently many EMDEs have reduced their inflation target — Indonesia from 6% to
2.5% and Brazil from 8% to 2.5%. However, with structural food inflation risks like
climate change, supply chain disruptions and trade fragmentation, lowering the
target could undermine credibility.

e The debate on narrowing or widening the target range of 2%-6%: The current
framework gives the MPC adequate flexibility without compromising on the goal
of price stability. A tighter band improves policy precision while wider band
accommodates shocks but risks credibility. The upper end of the inflation target
(4-6%) is justified, owing to detrimental effects of inflation on growth beyond the
threshold. In India’s case, inflation stayed within the 2-6% band in about three-
fourth of the time in the first FIT and two-third of the time in the second.
Furthermore, 94% of the cyclical deviations from the long-term trend in inflation
fall within the (+/-) 2% band, strengthening the case for the current target range.
Conversely, the argument in favour of narrowing the band, emanates from fall in
the volatility of headline inflation from 2.3% in the pre-FIT era to 1.5% in the post.
Additionally, cross country evidence reveal that majority have a narrower
tolerance band of 1-1.5%. Hence, the broad question remains whether the range
must be retained to absorb shocks or to narrow it further to maintain credibility.

¢ Point vs. range target: The current framework specifies a point target of 4% with
a tolerance band of (+/-) 2%. Globally, only a few of the major countries like
Australia, Israel, Thailand and South Africa follow range target and several like
Czech Republic, New Zealand and South Korea have moved away from point target

8 Various trend inflation estimates include Bound Model (4.1%), Regime Switching Phillps Curve Model (4.2%), Multivariate Core trend (3.5%) and Long Term Inflation
Expectations (4.4%)

19 Balassa Samuelson effect explains why countries with higher productivity growth in the tradable goods sector tend to experience higher overall price levels and
inflation compared to less productive countries.

20 Dholakia, R. H., Chander, J., Padhi, I. and Pratap, B. (2021), “Threshold Level of Inflation — Concept and Measurement”, DRG Study No. 45, Reserve Bank of India.
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to range. Arguments in favour of range target point out to greater flexibility to
respond to economic shocks and reflects forecasting uncertainty over inflation.
That said, the counterarguments state the ambiguity for MPC members on exact
stance and weakens commitment to price stability. In case of India, headline has
remained in the 2-4% range in 11 out of the 35 quarters, and 4-6% in 14 quarters
while breaching the 6% mark in nine quarters. A shift to range target could be
construed as a dilution of the existing framework eroding credibility.

Figure 111: Cross country inflation targeting regime
Majority of the EMDEs follow point target with tolerance ban and so does India
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Source: IMF Annual Report on Exchange Arrangements and Exchange Restrictions (AREAER), and Central Bank websites. India falls under point target with tolerance

band.

Country Target method

Advanced economies

us Point
UK Point
Switzerland Point
Sweden Point
South Korea Point
Norway Point
Japan Point
Euro Area Point
Canada Points with band
Australia Range
Israel Range

New Zealand Range

Table 51: Country-wise snapshot of inflation target regime
Point/Range (%) '

N DN DNMNDNMNDNDNDN

2
24/-1
2-3
1-3
1-3

Country

Target method Point/Range (%)

: EMDEs
Indonesia Point with band 2.5+/-1
Philippines Point with band 3+/-1
Mexico Point with band 3+/-1
Brazil Point with band 3+/-1.5
India Point with band 4+/-2
Turkey Point with band 5+4/-2
Sri Lanka Point with band 5+/-2
South Africa Range 3-6
Thailand Range 1-3
Russia Point 4

Source: IMF Annual Report on Exchange Arrangements and Exchange Restrictions (AREAER), and Central Bank websites
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Figure 112: India’s average inflation during pre and post FIT phases
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Source: RBI Discussion Paper, NSE EPR
Notes: 1) FIT was formally adopted in India with the amended RBI Act coming into force on June 27, 2016; the inflation target of 4 per cent with a tolerance band of +/-
2 per cent was announced on August 5™, 2016; MPC was constituted on September 29, 2016; First MPC meeting held on October 3-4, 2016; Figures in parentheses
are weights in CPI (Base: 2012=100). Data for inflation is updated till May 2025 throughout the Paper.2) Pre FIT: April 2012 to September 2016; 1° FIT: October 2016
to March 2021; 2™ FIT: April 2021 to May 2025 (data is updated till this month)

Figure 113: Volatility in India’s inflation during pre and post FIT phases

Volatility in India's inflation has gradually reduced during the two FIT eras; volatility in food inflation remains
% has reduced but remains elevated
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Source: RBI Discussion Paper, NSE EPR.

Notes: 1) FIT was formally adopted in India with the amended RBI Act coming into force on June 27, 2016; the inflation target of 4 per cent with a tolerance band of +/-

2 per cent was announced on August 5, 2016; MPC was constituted on September 29, 2016; First MPC meeting held on October 3-4, 2016; Figures in parentheses are

weights in CPI (Base: 2012=100). Data for inflation is updated till May 2025 throughout the Paper.2) Pre FIT: April 2012 to September 2016; 1% FIT: October 2016 to
March 2021; 2™ FIT: April 2021 to May 2025(data is updated till this month)
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Figure 114: Annual trends in India’s inflation
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Source: Ministry of Statistics and Program Implementation (MOSPI) and RBI staff, NSE EPR.

Figure 115: Quarterly trends in India’s inflation during various regimes
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Source: CMIE Economic Outlook, NSE EPR Notes: 1) FIT was formally adopted in India with the amended RBI Act coming into force on June 27™, 2016; the inflation
target of 4% with a tolerance band of +/- 2 per cent was announced on August 5%, 2016; MPC was constituted on September 29, 2016; First MPC meeting held on
October 3-4, 2016; Figures in parentheses are weights in CPI (Base: 2012=100). Data for inflation is updated till May 2025 throughout the Paper.2) Pre FIT: April 2012
to September 2016; 1° FIT: October 2016 to March 2021; 2" FIT: April 2021 to May 2025

122/369



Market Pulse

September 2025 | Vol. 7, Issue 9

Figure 116: Frequency distribution of inflation during the first FIT period
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Source: RBI Discussion Paper, NSE EPR Notes: 1) The first FIT period is 55 months from October 2016 to March 2021

Figure 117: Frequency distribution of inflation during the second FIT period
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Figure 118: Cross comparison of EMDEs in share of food in the consumption basket
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Union finances: Spending surges amid weak tax collections

Figure 119: Yearly trend of India’s fiscal balances
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Source: LSEG Workspace, NSE EPR.
Figure 120: Gross fiscal deficit as % of budget targets during April-July
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Source: CMIE Economic Outlook, CGA, NSE EPR.
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Figure 121: Centre’s gross fiscal trend (% GDP)  Table 52: Fiscal balance snapshot
Rs crore FY25PA FY26BE

10 9.2
9 Net tax rev 23,27,250 24,98,885 7.4% 28,37,409 13.5%
8 Non-tax rev 401,785 537,544 33.8% 583,000 8.5%
7 6.6 5o 6764 Non-debt cap rec 59,767 41,818 -30.0% 76,000 81.7%
6 5 i 40 5'648 Totalreceipts  27,88,803 30,78,247 10.4% 34,96,409 13.6%
5 4'54.13.9 46 4.4 Revenue Exp 3,494,252 3,603,510 3.1% 3,944,255 9.5%
4 353534 Capital Exp 949,195 1,052,007 10.8% 1,121,090 6.6%
z Total exp. 44,43,447 46,55,517 4.8% 50,65,345 8.8%
1 Fiscal deficit 16,54,644 15,77,270 -4.7% 15,68,936 -0.5%
0 GDP 295,35,667  330,68,145 12.0% @ 356,97,923 8.0%
FY10 FY12 FY14 FY16 FY18 FY20 FY22 FY24 F\ééé % of GDP 6 P »

Source: CMIE Economic Outlook, CGA, NSE. BE = Budget Estimates, PA = Provisional actuals; Note: 1) % YoY growth in FY26BE is over the provisional actuals of FY25 2)
Total receipts in the above table include net tax revenue, non-tax revenue and non-debt capital receipts and excludes debt receipts.

Figure 122: Direct tax collections during Apr-July Figure 123: Indirect tax collections during Apr-July
Rs lakh cr Direct tax collections trend % Rs cr Indirect tax collections trend %
mmmm Direct Tax collections % YoY (RHS) mmmm Indirect Tax Collections % YoY (RHS)
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Source: CMIE Economic Outlook, CGA, NSE EPR. Source: CMIE Economic Outlook, CGA, NSE EPR.
Figure 124: Year average of monthly collections* Figure 125: GST collections trend
Rs lakh crore Rs lakh crore Monthly GST collections
2.5 2.7 e— Y22 FY23 —FY 24
' e FY 25 el FY 26
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*FY26TD — FY26 Till Date (Apr-Aug) Source: CMIE Economic Outlook, NSE EPR.

Source: CMIE Economic Outlook, CGA, PIB, NSE EPR.
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Figure 126: Revenue and capital exp during Apr-July  Figure 127: Expenditure mix during Apr-July

Rs lakh crore % % ® Revenue Expenditure m Capital Expenditure
mmmm Revenue Exp. mmmm Capital Exp. 100
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Source: CMIE Economic Outlook, CGA, PIB, NSE EPR. Source: CMIE Economic Outlook, CGA, PIB, NSE EPR.

Table 53: A snapshot of government finances (Apr-July FY26)
 Apr-duly(FY25) Apr-July (FY26) ~ Utilization rate

: Rs lakh crore Rs lakh crore '

Net tax revenues ' 7.2 ' 6.6 -7% ' 23.3%

Gross tax revenues 10.8 10.9 1% 25.6%

Of which:

Direct Tax 5.8 5.5 -4% 22.0%
Corporation tax 1.8 2.0 8% 18.4%
Income tax 3.9 3.6 -10% 24.7%

Indirect Tax 5.1 5.4 7% 30.8%
Goods and service tax 3.4 3.7 10% 31.8%
Custom Duties 0.7 0.6 -10% 25.2%
Excise Duties 0.8 0.8 9% 26.5%
States Share -3.7 -4.3 17% 30.1%

Transferred to NCCD 0.0 0.0 8% 24.6%

Non-Tax Revenue 3.0 4.0 34% 69.2%
Dividends and profits 2.3 2.9 28% 90.3%
Other non-tax revenues 0.7 1.1 51% 53.2%

Central govt. revenue receipts 10.2 10.7 5% 31.1%

Non-Debt Capital Receipts 0.1 0.3 366% 39.2%
Recovery of Loans 0.1 0.1 12% 24.6%
Misc. receipts (inc. divestment) 0.0 0.2 48.2%

Total Receipts 10.2 11.0 7% 31.3%

Revenue Expenditure 10.4 12.2 17% 30.8%
Interest Payments 3.3 4.5 36% 35.0%
Major subsidies 1.3 1.1 -10% 26.7%

Food 0.8 0.5 -32% 26.6%
Fertilizer 0.4 0.6 37% 35.2%
Petroleum 0.0 0.0 -88% 3.4%
Other revenue expenditure 5.9 6.6 12% 29.3%

Capital Expenditure 2.6 3.5 33% 30.9%

Total Expenditure 13.0 15.6 20% 30.9%

Fiscal Deficit 2.8 4.7 69% 29.9%

Source: CMIE Economic Outlook, CGA, Budget Documents, NSE EPR
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Table 54: A snapshot of Government finances in financial years FY24, FY25 and FY26

Central govt. net tax revenue
Gross tax revenues
Of which:
Direct Tax
Corporation tax
Income tax
Indirect Tax
Goods and service tax
Custom Duties
Excise Duties
States Share
Transferred to NCCD
Non-Tax Revenue
Dividends and profits
Central govt. revenue receipts
Non-Debt Capital Receipts
Divestment proceeds
Total Receipts
Revenue Expenditure
Interest Payments
Subsidy outgo
Capital Expenditure
Total Expenditure
Fiscal Deficit
Fiscal Deficit/GDP

Rs lakh
crore
23.3
34.7

19.6
9.1
10.4
15.1
9.6
2.3
3.1
-11.3
-0.1
4.0
1.7
27.3
0.6
0.3
27.9
349
10.6
4.3
9.5
44.4
16.5
5.6

11.2%

13.6%

17.9%
10.3%
25.4%
8.6%
12.7%
9.3%
-4.3%
19.1%
9.7%
40.8%
71.0%
14.5%
-17.2%
-28.1%
13.6%
1.2%
14.6%
-24.7%
28.3%
6.0%
-4.8%

(Rs lakh
crore)

25.8
38.4

221
10.2
11.9
16.3
10.6
2.4
3.2
-12.5
-0.1
5.5
2.9
31.3
0.8
0.5
32.1
37.1
11.6
4.3
11.1
48.2
16.1
4.9

PA
(Rs lakh
crore)

25.0
38.0

21.7
9.9
11.8
16.3
10.3
2.3
3.0
-12.9
-0.1
5.4
3.1
304
0.4
0.2
30.8
36.0
11.2
3.9
10.5
46.6
15.8
4.8
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% YoY

7.4%
9.5%

10.9%
8.3%
13.2%
7.7%
7.8%
-0.1%
-1.7%
13.9%
-8.1%
33.8%
80.5%
11.3%
-30.0%
-48.1%
10.4%
3.1%
4.9%
-10.8%
10.8%
4.8%
-4.7%

% chg. from
BE

-3.3%
-1.2%

-1.7%
-3.3%
-0.3%
-0.5%
-2.9%
-2.0%
-5.9%
3.2%
-14.8%
-1.5%
6.7%
-3.0%
-46.4%
-65.6%
-4.0%
-2.9%
-4.0%
-9.4%
-5.3%
-3.4%
-2.2%

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
]
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
\

BE
(GHEL]
crore)

28.4
42.7

25.2
10.8
14.4
17.5
11.8
2.4
3.2
-14.2
-0.1
5.8
3.3
34.2
3.3
0.5
35.0
39.4
12.8
4.3
11.2
50.7
15.7
4.4

% YoY
over
FY25PA

13.5%
12.5%

16.1%
9.7%
21.6%
7.7%
14.2%
3.1%
5.6%
10.5%
28.8%
8.5%
5.4%
12.6%
81.7%
173.2%
13.6%
9.5%
14.3%
9.8%
6.6%
8.8%
-0.5%

Source: Budget Documents, NSE EPR. BE: 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.
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Current account slips into deficit in Q1; overall BOP remains in surplus

India’s current account slipped into a marginal deficit of US$ 2.4 bn (0.2% of GDP) in Q1 FY26, reversing a surplus of
US$ 13.5 bn (1.3% of GDP) in the previous quarter, though it narrowed significantly from a deficit of US$ 8.7 bn (0.9%
of GDP) in the same period last year. The sequential deterioration was primarily led by a widening merchandise trade
gap as non-oil exports softened amid weak global demand and front-loaded shipments to the US in Q4 FY25 ahead of
the April 2" tariff deadline, while petroleum imports picked up. Net services receipts also eased sequentially, weighed
by higher travel-related seasonal outflows, although on an annual basis, services continued to post double-digit
growth, supported by software and business services. On the capital account, inflows turned positive to US$7.7bn
(0.8% of GDP) after two consecutive quarters of outflows of more than US$32bn, aided by higher foreign direct
investment (FDI), modest foreign portfolio inflows (FPI) in equities, and a robust YoY growth in external commercial
borrowings. However, portfolio flows in debt markets remained muted as elevated US yields and a shift in domestic
monetary policy stance kept the interest rate differential less favourable. Overall, the balance of payments (BOP)
surplus moderated to US$4.5bn in Q1 FY26.

Going forward, India’s external sector is expected to remain broadly stable, with the services surplus and sustained
remittance inflows continuing to offset some of the pressures from merchandise trade. The sizeable forex reserve of
nearly US$700bn provides a meaningful buffer against external shocks. However, the trajectory will hinge on the
persistence and breadth of recent US trade policy actions and the pace of recovery of global demand. Capital flows are
likely to remain mixed with foreign direct investment improving gradually amid supportive domestic reforms, while
portfolio flows may exhibit intermittent volatility as global financial conditions navigate global headwinds.

e Current account turns to marginal deficit in Q1 after surplus in Q4 FY25...:
India’s current account deficit has turned from a surplus of US$ 13.5 bn (1.3% of
GDP) in Q4 FY25 to a marginal deficit of US$ 2.4 bn (0.2% of GDP) in Q1 FY26. balt.:tr.zce recorded a

deficit of US$2.4 bn or

That said, the current account deficit has narrowed considerably from US$ 8.7 bn 0.2% of GDP in Q1FY26.
(0.9% of GDP) in Q1 FY25. The sequential shift to deficit can be primarily
attributed to widening of merchandise trade deficit (15.1% QoQ) and lower
income through net services (-10.1% QoQ). On a YoY basis, the current account
deficit has narrowed, despite sharp decline in petroleum exports (15.7% YoY),
thanks to strong double-digit growth in net services (~21% YoY), particularly
software (11% YoY) and business services (114% YoY) and solid growth in
worker’s remittances (38% YoY).

India’s current account

e ..As merchandise exports and net travel services decline...:. Sequential
widening of merchandise trade deficit can be ascribed to contraction in non-oil
exports (6.4% QoQ), owing to global demand weakness and front-loading of
exports to the USA in the last quarter of FY25 ahead of the tariff deadline coupled
with robust 11.1% QoQ growth in petroleum imports. Net services were lower
weighed down by outflows in travel net services — highest in more than 20 years
— indicating higher outbound travel due to seasonal effect. Personal transfers
(including workers’ remittances) has grown by 16.7% YoY to US$ 31 bn, providing
much needed cushioning to the current account balance and highlighting the
resilience in household inflows.

¢ ..While capital account turned positive after two consecutive quarters of
outflows: Capital account has turned positive of US$ 7.7 bn (0.8% of GDP) after
two consecutive quarter of cumulative outflows of more than US$ 32 bn in Q3 and
Q4 of FY25. Capital account inflows have been supported by strong FDI net flows
(US$ 5.8 bn; four-quarter high) and FPI net inflows (US$ 1.6 bn). Notwithstanding
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the sequential improvement, net FDI on a YoY basis has declined owing to higher
repatriations and outward FDI. FPIs were net buyers in the equity segment during
Q1 FY26 supported by improved domestic macroeconomic climate, confidence in
India’s long-term fundamentals and RBI's accommodative monetary policy with a
cumulative rate cut of 100bps. In contrast, FPIs were net sellers in the debt
segment weighed down by shrinking interest rate differential amidst elevated US
yields and shift in RBI’s policy stance to “neutral” from accommodative. Flows
through external commercial borrowings have almost tripled on a YoY basis to US$
4.5 bn reflecting demand for private capex, congenial global financial conditions
and shift in corporate financing borrowing mix.

e BOP surplus narrows significantly led by shift in current account to deficit:
BOP surplus has almost halved sequentially to US$ 4.5 bn in Q1 FY26, as a shift in
current account to deficit outweighed the positive flows recorded in the capital
account though FDI and FPI inflows. Furthermore, the narrowing of the outflows
in banking capital from US$ 9bnin Q4 FY25 to US$ 1.6 bnin Q1 FY26 has partially
supported the BOP surplus during the first quarter of this fiscal. In contrast to the
sequential movement, on a YoY basis, the BOP surplus has declined by 13.7% YoY
as gains through narrowing of current account deficit were outweighed by lower
capital inflows by 41.3% YoY. During Q1, the forex reserves increased by US$ 29.8
bn, driven primarily by valuation gains of US$ 25.3 bn (vs. US$ 0.4 bn in Q1FY25)
alongwith BOP change of of US$ 4.5 bn.?*

e External outlook remains broadly manageable: India’s BOP outlook for the
remainder of FY26 is expected to remain broadly stable, albeit susceptible to
evolving global headwinds. CAD is likely to be in deficit, albeit manageable,
however heightened trade policy uncertainty, particularly the imposition of an
additional 50% US tariff on Indian goods, poses a key risk to export performance,
particularly in labour-intensive sectors. The scope and persistence of these tariffs
will be pivotal in shaping trade flows. Although merchandise trade deficit has
widened by 9.1% YoY in 4MFY26, robust services exports — which expanded by
8.5% during this period — coupled with resilient remittance inflows, are expected
to provide a cushion. Capital flows are anticipated to remain mixed, with FDI
gradually gaining traction amid lingering global uncertainties, while FPI flows could
exhibit continued volatility. Recent improvements in India’s sovereign ratings and
announcement of GST reforms may help bolster investor sentiment. India’s ample
foreign exchange reserves—covering over 11 months of imports—offer a significant
buffer against potential external shocks, lending resilience to the external sector.

2! https://www.rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=61130
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Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26

Current account -9.0 -11.3 -10.4 4.6 -8.7 -16.8 -11.3 13.4 -24 1
CAD/GDP (%) -1.0 -1.3 -1.1 0.5 -0.9 -1.8 -1.1 1.3 -0.2 :
Trade balance -56.7 -64.5 -71.6 -52.0 -63.8 -84.6 -79.3 -59.5 -68.5 :
Trade balance/GDP (%) -6.5 -7.4 -7.7 -5.4 -6.7 -9.0 -7.9 -5.8 -6.8 :
Merchandise exports 104.9 108.3 106.6 121.6 111.2 104.5 109.8 116.3 113.1 1
Merchandise imports 161.6 172.8 178.3 173.6 175.0 189.2 189.1 175.8 181.6 :
Oil imports 41.9 42.1 46.0 48.8 51.5 41.5 48.4 44.3 49.2 :
Non-oil imports 119.8 130.7 132.3 124.9 123.4 147.6 140.8 131.4 132.3 :
Invisibles 47.7 53.3 61.2 56.6 55.1 67.8 68.0 72.9 66.1 :
Net services 35.1 39.9 45.0 42.7 39.7 44.6 51.2 53.3 47.9 :
Software earnings 33.9 35.2 36.3 36.6 37.4 39.6 411 41.5 41.5 :
Transfers 22.8 24.9 29.3 28.7 26.3 324 33.2 31.5 31.0 :
Investment income -11.2 -12.4 -14.2 -15.7 -12.0 -10.2 -17.6 -12.9 -13.9 :
Other invisibles 1.0 0.8 1.1 0.9 1.2 1.0 1.1 1.0 1.1 :
Capital account 33.8 12.9 17.2 25.5 13.1 35.9 -26.6 -5.4 7.7 1
Capital acc./GDP (%) 3.9 1.5 1.9 2.7 1.4 3.8 -2.6 -0.5 0.8 i
Foreign investments 20.5 41 16.0 13.7 7.2 17.0 -14.2 -5.5 7.3 1
FDI 4.7 -0.8 4.0 2.3 6.2 -2.8 -2.8 0.4 5.7 :
FPI 15.7 4.9 12.0 11.4 0.9 19.9 -11.4 -5.9 1.6 :
Loans 2.2 3.3 -2.8 3.9 5.1 9.4 9.1 5.7 6.0 :
ECBs 5.7 -2.9 -4.5 1.6 1.5 2.0 4.4 8.0 4.5 :
Banking capital 12.9 4.3 16.4 6.9 2.9 6.1 -9.8 -9.0 -1.6 :
NRI deposits 2.2 3.2 3.9 5.4 4.0 6.2 3.1 2.8 3.6
Others 18 11 123 11 21 33 117 3.4 4.0 |
Errors & Omissions -0.4 0.9 -0.8 0.6 0.8 -0.5 0.3 0.8 -0.8 :
Overall balance (BoP) 24.4 2.5 6.0 30.8 5.2 18.6 -37.7 8.8 4.5 :

Source: RBI, CMIE Economic Outlook, NSE EPR. Notes”: 1) Negative values in current, capital and BOP indicate deficit while positive value indicates surplus.
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US$ bn FY22 FY23 FY24 FY25
Current account -38.8 -67.1 -26.1 -23.4
CAD/GDP (%) -1.2 -2.0 -0.7 -0.6
Trade balance -189.5 -265.3 -244.9 -287.2
Trade balance/GDP (%) -6.0 -7.9 -6.7 -7.3
Merchandise exports 429.2 456.1 441.4 441.8
Merchandise imports 618.6 721.4 686.4 729.0
Oil imports 162.1 209.3 178.7 185.8
Non-oil imports 451.6 504.0 507.6 543.3
Invisibles 150.7 198.2 218.8 263.9
Net services 107.5 143.3 162.8 188.8
Software earnings 109.5 131.3 142.1 159.6
Transfers 80.4 100.9 105.8 123.4
Investment income -40.6 -49.2 -53.6 -52.6
Other invisibles 3.3 3.3 3.8 4.3
Capital account 85.8 58.9 89.4 16.9
Capital acc./GDP (%) 2.7 1.8 2.5 0.4
Foreign investments 21.8 22.8 54.2 4.5
FDI 38.6 28.0 10.2 1.0
FPI -16.8 -5.2 44.1 3.6
Loans 33.6 8.3 6.5 29.3
ECBs 8.1 -3.8 -0.1 15.9
Banking capital 6.7 21.0 40.5 -9.8
NRI deposits 3.2 9.0 14.7 16.2
Others 23.7 6.9 -11.9 1.2
Errors & Omissions 0.5 -1.0 0.4 1.4
Overall balance (BoP) 47.5 -9.1 63.7 -5.0
Source: RBI, CMIE Economic Outlook, NSE EPR.: 1) Negative values in current, capital and BOP indicate deficit while positive value indicates surplus.
Figure 128: Quarterly trade balance trend
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Source: RBI, CMIE Economic Outlook, NSE EPR.

132/369



Market Pulse

September 2025 | Vol. 7, Issue 9

Figure 129: Quarterly current account balance trend
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Source: CMIE Economic Outlook, NSE EPR.

Figure 130: Quarterly net FDI and ECB flows vs. INR
Net FDI and ECB flows into India
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Source: CMIE Economic Outlook, NSE EPR.
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Figure 131: Quarterly Balance of Payments trend by channels
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Source: CMIE Economic Outlook, NSE EPR.

Figure 132: Quarterly Trends in current account balance, services and workers remittances
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Figure 133: Quarterly Trends in sub-components of net services receipts
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Figure 134: Annual net FPI inflows trend in Indian equities
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Figure 135: Annual net FPI inflows trend in Indian debt
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Figure 136: Annual current account deficit trend
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Figure 137: Change in INR and major developed and emerging market currencies
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Trade: Goods deficit widens led by higher imports and lower oil imports

Table 57: India’s merchandise trade balance for July 2025

“Merchandise Exports Merchandise Imports Trade
Period _ Non-oil . balance
(U?;T:ln) %YoY | 1;;1'“) %YoY °('L'S";p:|:)ts %YoY (ill.lnspﬂiobﬂ:) %YoY G"(ll‘j';:' b"::)"t s | (US$ bn)
Jul-25 37.2 7.3 64.6 8.6 15.6 7.5 49.0 9.0 4.0 13.8 (27.4)
Jun-25 35.1 (0.0) 53.9 3.7 13.8 (8.4) 40.1 (2.0) 1.8 (25.7) (18.8)
Jul-24 34.7 0.6 59.5 11.2 14.5 22.7 45.0 22.7 3.5 (0.3) (24.8)
FY26TD 149.2 3.1 244.0 5.3 64.8 1.8) 179.2 8.2 11.5 (3.2) (94.8)
FY25TD 144.8 4.6 231.6 8.5 66.0 23.0 165.6 3.6 11.8 (10.3) (86.9)

Source: Ministry of Commerce, CMIE Economic Outlook. NSE EPR. FYTD data corresponds to Apr-Jul.

Figure 138: Monthly trends in India’s merchandise imports, exports and trade balance
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Figure 139: Non-oil, non-gold imports Figure 140: Oil imports trend
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Figure 141: Oil imports vs. Brent crude oil prices trend
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Source: LSEG Workspace, CMIE Economic Outlook, NSE EPR.
Figure 142: Monthly trend in monthly services exports, imports and net balance
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Source: CMIE Economic Outlook, NSE EPR.

Figure 143: Annual trend in merchandise trade
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Source: CMIE Economic Outlook, NSE EPR. Notes: 1) Data in FY26TD is till July 2025
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Figure 144: Annual trend in merchandise trade
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Source: CMIE Economic Outlook, NSE EPR. Notes: 1) Data in FY26TD is till July 2025

Figure 145: Forex reserves and import cover (months)
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Source: LSEG Workspace, RBI, NSE EPR; Forex reserves as of July 27", 2025.
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Credit and deposit growth steady at around 10%

Figure 146: Outstanding bank credit and deposit
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Source: CMIE Economic Outlook, NSE EPR. Notes: 1) Data for total deposits for July’2025 is from the Weekly Statistical Statement for the fortnight ended July 25, 2025

Figure 147: Growth in bank credit across key heads
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Figure 148: Growth in industrial bank credit across size
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Figure 149: Growth in bank credit across key sub-segments of industry
% YoY Sub-industry wise growth rate (% YoY)
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Figure 150: Growth in bank credit across segments of services

% YoY Segment wise growth rate (%YoY) in credit to services
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Figure 151: Growth in bank credit across segments of personal loans
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Figure 152: Growth rate in loans against gold jewellery

% YoY Growth rate (%YoY) in loans against gold jewellery
140

120
122.0
100
80
60
40
20
0
-20
Jan-20 Jul-20 Jan-21 Jul-21 Jan-22 Jul-22 Jan-23 Jul-23 Jan-24 Jul-24 Jan-25 Jul-25

Source: CMIE Economic Outlook, NSE EPR.

Figure 153: Trends in Bank Credit and Deposit Growth
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Total Credit

Total Deposits
25

20

15

10

10.0

0
Jan-20 Jul-20 Jan-21 Jul-21 Jan-22 Jul-22 Jan-23 Jul-23 Jan-24 Jul-24 Jan-25 Jul-25
Source: CMIE Economic Outlook, RBI NSE EPR. Note: Data for August’25 as of August 22, 2025 from the Weekly Statistical Statement of RBI
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Figure 154: Comparison of credit and deposit growth based on latest values
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Figure 155: Growth in demand and time deposits
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Demand deposits Time deposits

35
30
25
20
15

10

0
Jan-20 Jul-20 Jan-21 Jul-21 Jan-22 Jul-22 Jan-23 Jul-23 Jan-24 Jul-24 Jan-25 Jul-25
Source: CMIE Economic Outlook, RBI, NSE EPR. Note: Data is as of August 22,2025 from the Weekly Statistical Statement of RBI

Figure 156: Credit to Deposit ratio (%)
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Source: CMIE Economic Outlook, RBI, NSE EPR. Note: Data is as of August 22,2025 from the Weekly Statistical Statement of RBI

143/369



Market Pulse

September 2025 | Vol. 7, Issue 9

Figure 157: Issued and outstanding amount of Certificate of Deposits
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Monsoon: Momentum picks up, reservoir levels robust and sowing near completion

Figure 158: Daily mean rainfall
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Source: CMIE Economic Outlook, IMD, NSE EPR Notes: 1) Data captured till September 5%, 2025
Figure 159: Cumulative rainfall (period: June 1%, 2025 to September 5%, 2025)
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Source: CMIE Economic Outlook, IMD, NSE EPR

Table 58: Division-wise distribution of cumulative rainfall

Cumulative rainfall (Period: June 1° to September 5'")

Subdivisions

Actual (mm) Normal (mm) % Deviation
East and North-East India 919.0 1133.4 -18.9%
Northwest India 696.5 510.9 36.3%
Central India 933.2 839.8 11.1%
South Peninsula 632.6 581.8 8.7%
Total 799.1 734.8 8.8%

Source: CMIE Economic Outlook, IMD, NSE EPR.
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Table 59: Category-wise number of subdivisions and % area (sub-divisional) of the country
Period: June 1° to September 5%, 2025

Category

No. of subdivisions % area of the country
Large excess 2 10%
Excess 11 33%
Normal 20 48%
Deficient 3 9%
Large Deficient 0 0%
No rain 0 0%

Source: IMD, NSE EPR.

Figure 160: Live reservoir storage levels
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Source: CMIE Economic Outlook, NSE EPR.

Figure 161: Trend of reservoir storage levels (as of August 28, 2025)
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Figure 162: Actual sown area as a % of normal area
sown
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Figure 163: YoY change in actual sown area
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Global snippets: Uncertainty lingers while geopolitical concerns abate to some extent

Figure 164: Monthly trends in World Uncertainty Index (WUI)
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Source: Hites Ahir & Nicholas Bloom & Davide Furceri, 2022. "The World Uncertainty Index," NBER Working Papers 29763, National Bureau of Economic Research, Inc.

Figure 165: Monthly trends in Geopolitical Risk Index
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Figure 166: Growth Across Major Economies
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Figure 167: Inflation across major economies
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Figure 168: Policy rates across AE central banks
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Figure 169: Policy rates across emerging markets central banks
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Figure 170: Changes in policy rates across key economies
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Figure 171: Unemployment rates across major developed economies
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Figure 172: Trend in PMI manufacturing across countries
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Figure 173: Consumer Confidence Index across major economies
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Figure 174: US Non-farm job role additions
'000 US added 22k jobs in August with the June data revised to -13k, reflecting weakness in the US job market
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Figure 175: US Unemployment rate

US unemployment rate inched up to a 46-month high of 4.3%
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Insights

Corporate earnings, market reactions and economic implications

An integrated review of theory and evidence from ten seminal studies spanning advanced and emerging economies

Few events garner market attention as strongly as corporate earnings announcements. They serve not only as report
cards on firm performance, sparking shifts in investor sentiment, but also as windows into broader economic health
with some forecasting power. By affecting trading activity, valuations, and risk perceptions, this recurring event
influences asset prices, guides investor expectations, and informs macroeconomic interpretations.

Seminal research from the late 1960s established that reported earnings contain valuable information reflected in
stock returns and trading activity. Since then, a large body of evidence has shown that the timing, content, and quality
of earnings reports also influence markets in systematic ways. Three broad lines of inquiry dominate this literature.
First, the information content of earnings—how sales, profits, and margins map into prices, volumes, and volatility.
Second, the behavioural and risk channels—how investors process earnings news; do they underreact or overreact,
and how announcement-related risk premia emerge. Third, the aggregate or macro dimension—how market-wide
earnings growth embeds news about discount rates, inflation, and future GDP.

In this month’s edition of NSE Market Pulse, insights from ten seminal and connected papers from the literature allow
us to place the quarterly analysis of Indian 1QFY26 results in a deeper context.

Key takeaways from the papers

e Earnings have information content: Research beginning with Ball and Brown
(1968) and Beaver (1968) showed that earnings announcements are accompanied
by sharp moves in price, volume, and volatility—establishing their enduring
information content.

e Markets adjust slowly: Evidence from Bernard and Thomas (1989) documents
Post-Earnings-Announcement Drift (PEAD): a tendency for stock prices to
underreact initially, with returns continuing in the same direction for weeks after
the announcement.

e Earnings quality matters: Sloan (1996) demonstrated that accrual-driven profits
are less persistent than cash-driven ones. This research underlines why not all
earnings growth translates into durable market value.

e Earnings-announcement premium: More recent work (Savor and Wilson (2016);
Barber et al. (2013)) shows that stocks earn higher returns in months when they
announce results, both in the U.S. and across global markets. This premium is
strongest in periods of heightened firm-specific volatility, highlighting the role of
risk around disclosure dates.

e Aggregate earnings link to the macroeconomy: Studies by Kothari et al. (2006),
Konchitchki and Patatoukas (2014), Shivakumar and Urcan (2017) and Savor and
Wilson (2016) show that earnings are not just about individual firms but about the
broader economy as well. Market-wide earnings growth predicts nominal GDP and
producer-price inflation, while announcement dates resolve discount-rate
uncertainty that moves bond yields.

¢ Perspectives on quarterly earnings season: For our quarterly analysis of LQFY26
earnings, these perspectives help interpret patterns across sectors and indices.
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Sales, EBITDA, and PAT growth can be seen not just as firm-level outcomes but as
signals with potential market and macroeconomic resonance. Margin trends,
upgrades, and downgrades across indices tie into the literature’s central themes:
the persistence of earnings, the risk premia around announcement periods, and the
broader economic information embedded in corporate results.

Papers in brief

e Balland Brown (1968) — The information content of earnings: This seminal paper
examined a large sample of U.S. firms from 1946 to 1966 and demonstrated that
accounting earnings have significant explanatory power for stock price
movements. They found that about 85-90% of the information contained in
earnings was already anticipated by the market, but the actual announcement date
still produced abnormal returns, confirming the value-relevance of reported
profits. The study also showed that earnings news continues to affect returns over
a window of several months, not just on the announcement day, highlighting both
immediate and lagged effects. For our context, it reinforces why quarterly
disclosures across NIFTY50 and NIFTY500 companies remain pivotal events for
asset pricing, sector rotation, and investor sentiment.

e Beaver (1968) — Volume and volatility as signals of earnings news: Beaver
showed that earnings announcements matter because they change both investor
behaviour and market dynamics. He extended the inquiry by focusing on market
activity rather than just price direction. Using event-study methods, the study
reported dramatic increases in trading volume—up to six times normal levels—
around earnings announcements in the US markets, coupled with sharp increases
in return variance. This established that earnings are not only about value changes
but also about information asymmetry and investor heterogeneity, as traders
rebalance portfolios in response to new signals.

The paper was among the first to document how liquidity and volatility patterns
embed informational value, even when price changes are modest. In the Indian
context, where thousands of firms release results within a short span, such liquidity
spikes across sectoral indices during earnings season can possibly be read as a
barometer of market attention and information flow.

e Bernard and Thomas (1989) — Post-earnings-announcement drift (PEAD):
Building on the information-content tradition, Bernard and Thomas examined how
markets respond to predictable earnings patterns and uncovered one of the most
robust anomalies in finance: post-earnings-announcement drift. They showed that
stocks with positive earnings surprises continue to earn abnormal positive returns
for up to 60 trading days after the announcement, while negative surprises
experience the reverse.

They found this persistence can be explained by investors underreacting to
earnings news at the time of disclosure, adjusting prices only gradually rather than
a competing explanation that relies on risk premium for some unmeasured factor
with a mis-specified asset pricing model. The finding has since been replicated in
multiple markets and remains a central puzzle for the efficient markets hypothesis.
For our context, it highlights why earnings results are not only about the immediate
reaction on announcement day but also about the trajectory of prices in the
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following weeks—an important perspective when interpreting index moves through
the earnings cycle.

Sloan (1996) — The accrual anomaly and earnings quality: Sloan’s study
represented a major shift in thinking about earnings by decomposing net income
into two parts: cash flows from operations and accruals (non-cash adjustments
such as receivables, inventories, and depreciation). Using U.S. data from 1962—
1991, the paper showed that the market tends to treat all earnings components as
equally persistent, when in fact accruals are far less durable than cash flows. Firms
with the highest accruals subsequently delivered significantly lower stock returns,
while low-accrual, cash-flow-rich firms outperformed. This mispricing—known as
the accrual anomaly—was interpreted as evidence of investor over-optimism about
accrual-driven earnings, with reversals appearing in future periods as these
transitory elements unwound.

The paper became central to the literature on “earnings quality” and has influenced
both asset-pricing tests and accounting standards. The key insight here is that
headline growth in EBITDA or PAT is not equally reliable across firms or sectors,
and markets often discount results they perceived as less cash-backed or more
accounting-driven.

Kothari et al. (2006) — Aggregate earnings surprises, market returns and
discount-rate news: Kothari, Lewellen, and Warner shifted the focus from firm-
level reactions to the behaviour of the market as a whole. They examined how
aggregate earnings surprises—market-wide deviations of profits from
expectations—map into stock returns and how the market responds to aggregate
earnings surprises. They find astriking negative correlation between
contemporaneous market returns and aggregate earnings: when aggregate
earnings were “good,” market returns tended to be lower, and vice versa. This
paradox was explained by discount-rate effects. Strong earnings are often
interpreted as signals of higher discount rates (e.g., tighter monetary policy or
higher required returns), which depress valuations even as cash-flow expectations
rise. Importantly, no evidence of post-announcement drift emerges at the
aggregate level, contrasting sharply with firm-level patterns.

This study highlighted how earnings embed both cash-flow news and discount-rate
news, with the latter sometimes dominating at the aggregate level. However,
standard discount-rate proxies explain only part of this effect, implying that
unobserved discount-rate shocks also matter. Finally, while aggregate earnings co-
move strongly with GDP, industrial production, and consumption, their incremental
predictive power for future macroeconomic outcomes or returns is modest once
broader macro-financial indicators are accounted for. This suggests that broad
earnings growth across companies may not always translate into index gains,
particularly if investors see stronger profits as precursors to policy tightening or
higher financing costs.

Cready and Gurun (2010) — Market-level earnings news and inflation
expectations: Extending the aggregate perspective, Cready and Gurun examine
how earnings announcements affect market-level returns. They find that market
reactions are not always intuitive. When earnings across firms are generally strong,

156/369



Market Pulse

September 2025 | Vol. 7, Issue 9

stock indices often fall during the announcement window. This happens because
good earnings can also signal rising discount rates — meaning investors expect
higher required returns and adjust prices downward. In other words, earnings news
shapes how investors perceive company profits and economy-wide risk, thereby
influencing the cost of capital across the market.

Barber et al. (2013) — Earnings-announcement premia around the world: Barber
and co-authors extended the “announcement premium” concept globally,
analysing data from over 40 countries, including emerging markets. They
documented that stocks systematically earn higher returns in months when they
announce earnings—equivalent to an annualized 11% spread relative to non-
announcement months. This premium is especially pronounced where firm-
specific idiosyncratic volatility jumps at the time of disclosure, pointing to risk-
based explanations. The study shows that the effect is not limited to the U.S. but is
a global phenomenon observable in both developed and emerging markets,
including India.

Konchitchki and Patatoukas (2014) — Accounting earnings and GDP: Konchitchki
and Patatoukas established a direct link between aggregated firm-level accounting
earnings and macroeconomic performance. Using U.S. data, they showed that
aggregate corporate earnings growth is a statistically and economically significant
leading indicator of nominal GDP growth, especially for one-quarter-ahead
forecasts. Because corporate earnings are reported sooner and revised less
frequently than GDP estimates, they provide timely real-time signals of economic
activity. Importantly, the predictive power of aggregate earnings is incremental to
traditional macro indicators such as Treasury yields, term spreads, and stock
returns. Despite being publicly available in real time, professional macro
forecasters underutilize this information, leading to predictable GDP forecast
errors. Their work reframes earnings not just as microeconomic outcomes but
as early-warning signals for macroeconomic performance, laying the groundwork
for the emerging field of macro-accounting. This finding means that quarterly
earnings aggregates contain incremental information potentially relevant for
central banks, policymakers, and macro investors.

Savor and Wilson (2016) - How much do investors care about earnings news?
Savor and Wilson show that earnings announcements matter not just for firm-level
information but for systematic risk in financial markets. They quantify this by
documenting a distinct “announcement premium” in U.S. stocks. Firms scheduled
to report earnings earned annualised abnormal returns of nearly 10% compared to
non-announcing firms. The premium reflects systematic risk revealed at earnings
dates, as macroeconomic and firm-specific shocks are jointly resolved when
earnings are released. Their analysis suggests that this premium is not just a
behavioural anomaly but compensation for bearing heightened risk.

In markets like India, where thousands of companies announce in a concentrated
calendar in an earnings season, sectoral and index-level risk premia may be
elevated during results months, and this relationship helps interpret the
performance of benchmark indices relative to “quiet” months.
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e Shivakumar and Urcan (2017) — Why do aggregate earnings growth forecast
inflation? Shivakumar and Urcan advanced macro-accounting literature by
examining the link between corporate earnings growth and inflation. Using U.S.
data, they showed that aggregate earnings growth forecasts producer price
inflation (PPI) but has little predictive power for consumer price inflation (CPI). The
mechanism is rooted in an investment demand channel: strong earnings signal
higher corporate investment, which in turn drives up input and producer prices; and
a consumption demand channel: rising profits raise household wealth and
spending.

This paper clarified why earnings news is systematically related to certain inflation
measures but not others, resolving earlier ambiguities in the literature. For the
Indian markets, where wholesale prices do affect corporate margins and sector
performance, this paper underscores how aggregate PAT and EBITDA growth can
feed into inflation expectations through the supply side of the economy, rather than
through consumer demand.
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An Empirical Evaluation of Accounting Income Numbers?2

Ray Ball and Philip Brown (1968)

Summary

Ball and Brown (1968) is the seminal paper for capital-markets research in accounting. Using a large sample of U.S.
firms (mid-1940s to mid-1960s), the paper showed that reported earnings contain value-relevant information: stock
prices move systematically with the “surprise” component of accounting income. Crucially, much of this information
is reflected in prices before the formal announcement—markets form expectations—but the announcement still
generates abnormal returns. The paper introduced the event-study methodology, established the earnings—returns
link as an empirical regularity, and framed later research on investor underreaction (PEAD), earnings quality (accruals
vs cash), and announcement premia. Earnings are recurring, scheduled information events that move prices, volumes,
and volatility in predictable ways.

Introduction

Before Ball & Brown (1968), accounting research largely catalogued reporting rules and firm practices; the discipline
lacked a market-based test of whether accounting numbers mattered for investors. The 1968 paper changed the field
by asking a capital-markets question: Do earnings contain information that is impounded into prices? If yes, how and
when?

Ball & Brown (1968) proceeded from first principles. Investors value claims on future cash flows. Accounting income
aggregates noisy signals about those cash flows. If the income number (relative to expectations) is informative, then
abnormal returns should move together with the sign and magnitude of earnings news, and trading activity should
reflect investor rebalancing around disclosure.

Two insights stand out from the paper. First, markets anticipated a large fraction of the year’s earnings information
well before the release month; prices started moving months ahead, implying analysts and investors form reasonably
accurate priors. Second, the announcement itself still triggered statistically and economically meaningful price
adjustments. The combined picture is of a market that processes fundamentals continuously, but which updates
discretely at scheduled disclosures.

These ideas seeded a segment of literature that now spans five decades: how prices, volumes, and volatility respond
to accounting news; whether reactions are efficient or display predictable drift; how the composition of earnings
(accruals vs cash) affects persistence; and how aggregate earnings load on macro variables (growth, inflation, discount
rates).

Literature

The late 1950s and 1960s were formative years for modern finance: mean—variance portfolio theory had just been
introduced, the market model was gaining ground, early versions of the CAPM were being debated, and event-study
methodology was beginning to take shape. It was in this intellectual climate that Ball and Brown (1968) posed a simple
but profound question: do accounting earnings—reported net income—convey genuine information, or are they mere
noise? Their approach was straightforward: examine stock returns around annual earnings announcements, sort firms
into “good news” and “bad news” groups based on unexpected earnings (actual outcomes relative to a naive
expectation) and track cumulative abnormal returns before and after the announcement month. Two constraints

22 https://www.jstor.org/stable/2490232
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defined their design. First, there were no analyst-forecast databases in 1946-1966; expectations had to be built from
simple time-series models of earnings persistence rather than consensus forecasts like I/B/E/S today. Second, with
only annual accounting data and no precise timestamps, returns had to be aligned to the announcement month rather
than to exact days or intraday releases.

Despite these limitations, the test was elegant: if earnings carry news, prices should adjust in a systematic and
directional way. The same year, Beaver (1968) examined volume and variance around earnings and showed that
disclosures triggered sharp spikes in both, complementing Ball and Brown by expanding the definition of “information
content.” Taken together, the two papers formalised the idea that earnings announcements leave a joint imprint on
prices, liquidity, and volatility, anchoring decades of empirical work in accounting and finance. For today’s setting—
quarterly reporting, high-frequency timestamps, sector-level analysis—the core logic remains the same: realised
earnings must be compared to prior beliefs, market reactions must be decomposed into cash-flow versus discount-
rate channels, and analysts must ask whether the adjustment is instantaneous or whether drift and gradual
incorporation persist.

Data & Methods

The study examines U.S. listed firms over the period 1946-1966, a long pre-electronic-trading era that offers ample
cross-sectional and time-series variation to detect systematic patterns in stock price reactions to earnings news.
Annual earnings announcement months are identified from public sources, and because precise timestamps were not
uniformly available, returns are aligned by event month rather than intraday windows.

To capture expectations, the paper constructs a simple benchmark based on the time-series properties of income—
for example, prior-year earnings or basic persistence rules—so that unexpected earnings are defined as the difference
between actual and expected figures. Firms are then grouped into “good news” and “bad news” portfolios according
to the sign and sometimes the magnitude of the earnings surprise. Abnormal returns are measured using market-
adjusted or market-model approaches, with cumulative abnormal returns (CARs) tracing price adjustment from
months before through months after the event.

Statistical tests evaluate whether CARs differ significantly from zero and whether the divergence between good- and
bad-news portfolios matches theoretical predictions, with robustness confirmed through alternative windows and
subsample checks. The central identification idea is straightforward: if accounting income conveys incremental
information about future cash flows or discount-rate news, stock prices should adjust in line with earnings surprises.
Accurate expectations would manifest as pre-announcement drift, while inaccurate expectations leave more
adjustment to occur at the announcement itself. Although the study is limited by its period-specific constraints—no
analyst forecast databases such as I/B/E/S, reliance on annual rather than quarterly earnings, and month-level rather
than precise timing—the positive findings are especially compelling: if earnings news produces significant price
reactions even under such coarse measures, the informational content of accounting income is economically
meaningful.

Contribution
Ball & Brown delivers three enduring contributions:

1. Earnings-returns linkage: Firms with positive earnings news (actual minus expected > 0) exhibit positive
abnormal returns around the announcement window; those with negative news show the reverse. This
establishes the relevance of value: accounting earnings carry decision-useful information for investors.

2.  Anticipation vs announcement: A large fraction of the total market adjustment occurs before the formal
release. Prices move in the direction of the forthcoming earnings sigh months ahead, indicating that markets
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form prior expectations from interim signals (management guidance, order flows, macro cues). Yet, the
announcement itself still produces statistically significant CARs, showing that the disclosure resolves residual
uncertainty and compels portfolio rebalancing.

3. Blueprint for event studies: The paper makes the event-study feasible: select an event (earnings), define
expectations, estimate abnormal returns via a benchmark (e.g., market model), and add up in event time. This
template became the workhorse for later research on PEAD, earnings quality, disclosure, and corporate
actions.

Conceptually, the joint role of expectations and revelation was shown for the first time. If the market were perfectly
prescient, the announcement would do little; if it were entirely surprised, pre-announcement drift would be absent.
Reality lies between: the market anticipates most of the signal (~85-90%), and the announcement supplies the
incremental piece that triggers observable price and activity responses.

Implications

Asset pricing: Earnings are scheduled macro-micro events: they resolve uncertainty about firm cash flows and, in
aggregate, about macro conditions. Prices incorporate much of the signalin advance, but announcement-window CARs
remain material. This sets up later debates: is any post-announcement drift mispricing (behavioural underreaction),
risk (compensation for exposure to systematic shocks revealed at earnings), or both?

Market microstructure: Even when price changes are modest, trading activity and volatility tend to spike at disclosure
(Beaver (1968)). Liquidity demand and inventory risk for dealers/market makers rise around earnings, a point that
matters for spreads, depth, and temporary price impact.

Corporate reporting: The paper confirms that accounting choices have capital-market consequences: the more
credible and decision-useful the earnings process, the stronger the link to valuation. It also motivates attention to
earnings quality—a theme later formalised by Sloan (1996), who shows that accrual-heavy profits are less persistent.

Empirical monitoring: In any earnings season, one should expect predictable patterns: (i) pre-announcement drift in
the direction of the eventual surprise; (ii) announcement-day (or week) responses; (iii) cross-sectional dispersion tied
to surprise magnitude and sector-specific information sets. The broad implication is that headline growth and margins
are informative, but markets will weigh persistence and credibility when translating them into prices.

Conclusion

Ball & Brown initiated and influenced multiple streams of research, both directly and indirectly:

1. Trading activity and variance: Beaver (1968) documented six-fold surges in volume and elevated return
variance in announcement weeks—evidence that earnings disclosures heighten attention and information
asymmetry even when prices move little.

2. Underreaction and drift: Bernard and Thomas (1989) showed post-earnings-announcement drift (PEAD):
abnormal returns continue in the direction of the surprise for weeks, challenging strict market efficiency and
spawning research on investor attention, limits to arbitrage, and information diffusion.

3. Earnings quality: Sloan (1996) decomposed earnings into accruals and cash flows, finding that accrual-heavy
firms subsequently underperform—the “accrual anomaly.” Markets appear to overestimate the persistence of
accrual-driven profits.
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4. Announcement premia and risk: Savor and Wilson (2016) and Barber et al. (2013) documented an
announcement-month premium—reporting firms earn elevated returns when they disclose, in the U.S. and
globally—consistent with higher systematic risk around disclosures.

5. Macro-accounting: Kothari et al. (2006) and Cready and Gurun (2010) showed that aggregate earnings news
can be associated with lower market returns (discount-rate news) and moves bond yields/implied inflation.
Konchitchki and Patatoukas (2014) and Shivakumar and Urcan (2017) linked aggregate earnings growth to
nominal GDP and producer-price inflation.

Collectively, these developments refine Ball & Brown’s core insight: earnings are information events whose price
impact, risk profile, and macro content depend on expectations, composition, and the state of the economy.

Ball and Brown (1968) established, once and for all, that reported earnings matter for markets. Investors anticipate
much of the news, yet the act of disclosure still produces abnormal returns and surges in trading—a clear signature
that has held across different periods, geographies, and data frequencies. Their event-study design became the
benchmark for analysing disclosure effects, spawning whole literatures on post-earnings-announcement drift,
earnings quality, announcement premia, and macro-accounting. For anyone tracking quarterly results today, the
message is practical: measure outcomes against expectations, study market reactions in the announcement window,
and read sector patterns through both cash-flow and discount-rate channels.

The Ball and Brown framework is essentially one of expectations versus realisations, event-time versus calendar-time
alignment, and the decomposition of market moves into cash-flow news versus changes in discount rates. It remains
a straightforward, durable template for making sense of an earnings season at scale.
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The Information Content of Annual Earnings Announcements?

Beaver (1968)

Summary

Beaver (1968) built on Ball and Brown’s (1968) pioneering work by shifting the focus from prices to market activity.
His study showed that earnings announcements trigger surges in trading volume—often five to six times the norm—
and sharp increases in return variance. Even when prices barely moved, the heightened activity and volatility revealed
that investors were digesting the news, rebalancing portfolios, and disagreeing in their interpretations. In doing so,
Beaver (1968) broadened what we mean by the “information content” of earnings: not just abnormal returns, but also
the intensity of trading and the clustering of risk. This redefinition shaped entire literatures in accounting, finance, and
market microstructure. For markets today, the lesson is clear—liquidity and volatility around results carry as much
information as headline figures like sales, EBITDA, or PAT, offering a fuller view of how investors process disclosures.

Introduction

Ball and Brown (1968) had recently shown that stock prices respond to earnings news, establishing that accounting
numbers influence investor decisions. At the same time, broader financial economics was evolving. Fama (1965) was
formalizing the Efficient Market Hypothesis, which argued that markets rapidly incorporate information into prices,
while Mandelbrot (1963) highlighted that stock returns display volatility clustering and “fat tails,” pointing to the
uneven way information shocks affect markets. Within this context, Beaver (1968) pushed the conversation further.
He argued that prices alone are incomplete indicators of information arrival and that other dimensions of market
behaviour—such as trading volume and volatility—also reflect the informational value of earnings announcements.

The study tested two hypotheses: (1) if earnings reports contain information, trading volume should rise as investors
rebalance portfolios around announcements; and (2) volatility should spike when uncertainty peaks, reflecting greater
dispersion in beliefs, even without large directional price moves. In this way, Beaver (1968) broadened the lens from
price reactions to multiple dimensions of market behaviour.

Contribution
Beaver (1968) study offers several enduring contributions, each supported by empirical evidence.

1. Volume as an information proxy: Trading volume rose five- to six-fold in weeks when earnings were
announced, compared to baseline weeks. This was interpreted as investors with heterogeneous beliefs
rebalancing their portfolios in response to new information.

2. Variance as uncertainty measure: Return variance spiked significantly during announcement weeks,
confirming that earnings disclosures increase uncertainty and risk. This provided early evidence that volatility
is event-driven, not constant.

3. Price behaviour and permanence of reactions: Average returns during announcement weeks were modest,
but residual return variance (adjusted for market-wide factors) was markedly higher. These effects were not
reversed later, implying genuine equilibrium price revisions rather than transitory noise.

2 https://www.jstor.org/stable/2490070
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4. Redefinition of “information content”: Prior work equated information with price changes. Beaver (1968)
showed that announcements could move volume and variance even if price changes were small. Information,
therefore, is revealed in multiple market dimensions.

5. Methodologicalinnovation: Beaver (1968) normalized weekly trading volume by shares outstanding, allowing
cross-firm comparisons, and directly tied variance analysis to disclosure windows. This provided a practical
and robust framework for linking accounting events to market-wide behaviour.

Data & Methods

The study is based upon a sample of 506 annual earnings announcements released by 143 NYSE-listed firms during
the period 1961-65. Beaver (1968) defined “announcement weeks” using public records and termed them as week
zero, while the non-announcement weeks (eight weeks before the announcement week and eight weeks after) acted
as control group. Normalised trading volume, computed by scaling raw volume by shares outstanding, ensured
comparability across firms. Variance of weekly stock returns was measured relative to market benchmarks. The
methodology of this event-based study was to compute average normalised volume and variance during
announcement weeks and compare them against baseline non-announcement weeks.

Implications

Altogether, Beaver’s (1968) findings confirm that earnings announcements carry information content. The surge in
trading activity captures the heterogeneous responses of individual investors, while the rise in return variability signals
the adjustment of aggregate market expectations. This broadened the scope of event studies: researchers must
examine not only price reactions but also volume and variance. From a market microstructure perspective,
announcements act as natural stress tests—liquidity thins, spreads widen, and market depth contracts—patterns later
formalised in studies of impact costs, resiliency, and order book behaviour.

The study’s influence extends beyond immediate market behaviour. Evidence that the same earnings trigger different
interpretations among investors seeded modern theories of attention and heterogeneous beliefs, later developed by
behavioural finance (e.g., Hirshleifer and Teoh (2003)). For exchanges and regulators, Beaver’s (1968) framework
suggested empirical tools for monitoring disclosure impacts, while risk managers found practical relevance in
recognising volatility clusters around earnings when calibrating margins and VaR models.

Seen in hindsight, Beaver (1968) emerges as a foundational work that set the stage for decades of research. Karpoff’s
(1987) price—volume survey formalised its insights within asymmetric information models; Engle’s (1982) ARCH and
Bollerslev’s (1986) GARCH tied variance clustering to econometric models of volatility; derivatives studies showed
how earnings drive option premia and implied volatility. By revealing that earnings announcements reshape not only
prices but also liquidity, volatility, and investor behaviour, Beaver (1968) created a framework that continues to guide
accounting, finance, and econometrics research to this day.

Conclusion

Beaver (1968) demonstrated that the information content of earnings cannot be judged by price changes alone.
Dramatic spikes in trading volume and return variance during announcement weeks confirmed that investors actively
process information, rebalance portfolios, and face heightened uncertainty. This broadened the definition of
informational efficiency, showing that liquidity and volatility are intrinsic to how markets absorb news. The paper’s
influence is lasting—today, event studies, volatility models, and market-microstructure analysis, all incorporate
Beaver’s (1968) intuition.
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Post-Earnings-Announcement Drift: Delayed Price response or Risk Premium?2*

Victor Bernard and Jacob K Thomas (1989)

Summary

Bernard and Thomas (1989) uncovered one of the most enduring and influential anomalies in financial economics:
post-earnings-announcement drift (PEAD). While Ball and Brown (1968) showed that earnings announcements move
prices, Bernard and Thomas evaluate competing explanations for this drift, a delayed price response or a risk premium
resulting from a mis-specified asset pricing model. Firms with positive earnings surprises continue to earn abnormal
returns for up to 60 trading days, while those with negative surprises underperform. This persistent drift contradicted
the Efficient Market Hypothesis (EMH), which posits that prices should instantly and fully incorporate all available
information. The paper finds that this drift cannot be reconciled with arguments build on risk mismeasurement but are
to an extent explained with a delayed price response. The paper raised profound questions about investor behaviour,
risk compensation, and information processing. PEAD reminds us that market reactions to earnings are not confined
to the announcement window—post-event trajectories carry significant informational and trading value.

Introduction

By the late 1980s, event-study methodology was well established. Ball and Brown (1968) and Beaver (1968) had
proved that earnings contained information, reflected in prices, volume, and variance. However, these studies
implicitly assumed that markets efficiently and quickly absorbed that information. Bernard & Thomas challenged this
assumption by documenting that the process is often slower and more systematic than theory predicted.

The Efficient Market Hypothesis, as articulated by Fama (1970), holds that new public information should be
impounded into prices almost instantaneously. Any predictable drift would imply arbitrage opportunities. Yet
practitioners had long observed that “earnings momentum” strategies—buying firms with good earnings news and
selling those with bad news—were profitable. Bernard & Thomas formalised this intuition, showing that abnormal
returns drift in the direction of the earnings surprise for weeks after the announcement.

This finding sparked an enduring debate. Was the drift evidence of market inefficiency (investor underreaction,
attention constraints, or behavioural biases)? Or could it be explained as a risk premium, compensating investors for
bearing systematic risks revealed by earnings surprises?

The paper’s significance lies not only in identifying a statistical anomaly, but also in forcing finance researchers to
reconcile empirical regularities with theory. It catalysed entire literatures in behavioural finance, asset pricing, and
investor psychology, while also influencing investment strategies that exploit earnings momentum. For modern
markets, it established the principle that announcement-day returns do not tell the whole story: the aftermath is
equally important.

Literature
Bernard & Thomas operated in a context shaped by three major streams:

1. Efficient markets debate: By 1989, the EMH dominated academic finance. Studies consistently showed that
most anomalies disappeared after accounting for risk or transaction costs. PEAD, however, resisted such
explanations: its persistence over decades and across markets suggested a fundamental puzzle.

24 https://www.jstor.org/stable/2491062
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2. Empirical anomalies: Other contemporaneous findings—size effects, January effects, value vs. growth
spreads—were challenging EMH. PEAD fit into this broader class of anomalies but was especially important
because it emerged from the core variable of interest: earnings. Unlike seasonal effects, PEAD was directly
tied to fundamental information.

3.  Practitioner observations: Analysts and portfolio managers had long noted that firms with positive surprises
tended to outperform in the following quarter, but academic work had not systematically confirmed this.
Bernard & Thomas bridged the gap, providing rigorous evidence for what was already suspected in practice.

The broader intellectual context also included advances in behavioural economics, with Kahneman & Tversky’s work
on judgment under uncertainty gaining traction. The notion that investors might underreact to earnings, updating too
slowly, aligned with psychological evidence on conservatism and attention limits.

Bernard & Thomas placed at the intersection of theory and practice, delivering empirical results that directly
challenged EMH and dovetailed with emerging behavioural insights. Their work laid the foundation for decades of
subsequent inquiry into investor underreaction, earnings momentum, and limits to arbitrage.

Data & Methods

The paper used U.S. quarterly earnings and stock return data from 1974 to 1986, drawing primarily from the
Compustat and CRSP databases. Their sample included thousands of firm-quarters across a broad cross-section of
industries, ensuring representativeness.

The key variable was the earnings surprise, defined as the difference between actual quarterly earnings and the
market’s prior expectation. To proxy for expectations, they employed a seasonal random-walk model, assuming that
this quarter’s earnings would follow the same pattern as the same quarter last year. This yielded standardised
unexpected earnings (SUEs) as their main metric.

They then conducted event studies, aligning stock returns around quarterly earnings announcements. Using portfolio
sorts based on the magnitude of SUEs, they tracked cumulative abnormal returns (CARs) over windows extending up
to 60 trading days after announcements. Statistical tests confirmed that stocks with high positive surprises earned
significantly higher CARs than those with negative surprises.

The robustness of results was verified through alternative model specifications and sub-period analyses. Importantly,
they showed that the drift was not confined to small firms or illiquid stocks, reducing the likelihood that it was purely
an artifact of microstructure biases.

By focusing on predictable serial correlation in earnings and market underreaction, they provided clear evidence of an
anomaly with real trading implications. PEAD today remains one of the most widely studied and cited anomalies in
finance.

Contribution
Bernard & Thomas made three major contributions:

1. Identification of PEAD: They showed that firms with positive earnings surprises experienced statistically
significant positive abnormal returns in the 60 days following the announcement, while firms with negative
surprises experienced continued underperformance. This “drift” persisted long after the event window.

2. Quantification of abnormal returns: The study documented abnormal returns of around 2—-3% over the drift
horizon, economically meaningful given the short timeframe. For arbitrageurs, this implied substantial
opportunities.
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3. Theoretical challenge: PEAD was hard to reconcile with EMH. Either markets were inefficient (due to slow
information diffusion or behavioural biases), or risk-based models were incomplete. The anomaly thus posed
a deep challenge to asset-pricing theory. They found that PEAD is not a compensation for systematic risk but
rather a manifestation of a protracted and predictable underreaction by market to the information contained
in the earnings announcements.

Implications

The implications of PEAD are many. It provided one of the first robust challenges to EMH, paving the way for
behavioural finance. It showed that even in highly scrutinised markets like the U.S., investors fail to process predictable
information efficiently. For practitioners, PEAD suggested actionable strategies. Trading on earnings surprises offered
non-trivial abnormal returns, spurring the growth of quantitative investment approaches. Although later studies
questioned whether such strategies survive after accounting for costs, PEAD remained a central reference point for
hedge funds and quant investors.

For policymakers and regulators, the anomaly highlighted the limitations of disclosure alone. Even when earnings are
timely and accurate, markets may not process them efficiently. This raised questions about the sufficiency of
disclosure-based regulation and the need for investor education. For emerging markets like India, PEAD underscores
the importance of studying how quickly and fully earnings information is incorporated into prices. With growing retail
participation and uneven analyst coverage, similar drifts may exist, offering both risks and opportunities.

Conclusions

Research following Bernard and Thomas (1989) has been extensive. Sloan (1996) extended the anomaly literature by
showing that accruals versus cash flows predict returns, pointing again to investor underreaction to earnings quality.
Hirshleifer and Teoh (2003) introduced psychology into the discussion, suggesting that cognitive biases drive
persistent mispricing.

Fama (1998) defended market efficiency, arguing that anomalies like PEAD might reflect chance or risk-based
explanations. Later work by Bernard and Thomas (1990) refined their original findings, reinforcing the robustness of
drift.

More recently, PEAD has been re-examined in global contexts. Chordia et al. (2009) found evidence of drift
internationally, though magnitudes varied across markets. For India, evidence is mixed: some studies find that analyst
coverage and liquidity dampen drift, while others document persistence in less-followed stocks.

By the 2010s, attention turned to explaining why arbitrage did not eliminate PEAD. Limits to arbitrage, transaction
costs, and institutional frictions (such as short-sale constraints) emerged as leading explanations. Behavioral theories,
emphasising limited investor attention and slow learning, remain influential.

The consensus is that PEAD is one of the most robust anomalies in finance, enduring across decades, markets, and
regulatory changes. Whether it reflects inefficiency or risk, its persistence has reshaped asset pricing research.

A recent review by Fink (2021) provides comprehensive review of more than fifty years of research on post-earnings-
announcement drift (PEAD), examining theoretical explanations—such as behavioural biases, trading frictions, and risk
mispricing—while noting that no single explanation fully accounts for the persistence of the anomaly.

A review by Chen (2025) highlights behavioural biases, sentiment, and risk-based factors as the current reasons, and
finds that reflecting informational efficiency, the magnitude of PEAD has decreased across markets over the years.
Kettell (2022) echoes these findings, noting that news today is less predictive of future performance.
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The central lesson of Bernard and Thomas (1989) is that stock prices underreact to earnings news, creating predictable
return patterns inconsistent with fully efficient markets. By documenting PEAD, the paper opened one of the most
enduring debates in finance—whether anomalies are evidence of mispricing or hidden risk premia. For practitioners,
the findings implied actionable strategies; for scholars, they highlighted the need to rethink investor behaviour; for
regulators, they raised questions about whether disclosure alone guarantees market efficiency. PEAD remains a
touchstone for discussions of market anomalies and behavioural finance.
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Do Stock Prices Fully Reflect Information in Accruals and Cash flow about Future
Earnings??®

Richard G. Sloan (1996)

Summary

Sloan (1996) shifted the focus of earnings research from the level of reported profits to their composition. By
decomposing net income into accruals and cash flows, Sloan showed that firms with high accruals subsequently
underperform, while firms with cash flow—driven earnings outperform. This pattern—known as the accrual anomaly—
implies that investors systematically overestimate the persistence of accrual-driven profits. The study provided robust
evidence that not all earnings are created equal, and that markets fail to fully price differences in earnings quality. The
paper highlights a consistent market inefficiency and provides insights that are both academically significant and
practically useful for investors, sparking debates over efficiency, mispricing, and the role of fundamental analysis.

Introduction

The 1990s saw a growing recognition that while markets respond to earnings surprises, they may not fully grasp the
quality of earnings. Earlier studies— Ball and Brown (1968), Beaver (1968), Bernard and Thomas (1989) —established
that earnings matter and that reactions can be delayed (PEAD). Sloan (1996) advanced this agenda by asking: Do
investors differentiate between cash-based earnings and accrual-based earnings?

The study begins by questioning a common assumption in financial markets: that earnings figures reported by
companies equally represent sustainable performance. Investors and analysts often view earnings as the single most
important measure of a firm’s health. However, Sloan argues that not all components of earnings convey the same
level of reliability about future profitability. While cash flows represent actual inflows and outflows of money, accruals
involve estimates, deferrals, and accounting adjustments that may not translate into long-term gains.

Sloan’s innovation was to formally test this intuition. Using U.S. data from 1962-1991, the paper demonstrated that
accruals and cash flows have very different implications for future earnings, but that stock prices treat them similarly
at the time of reporting. The result is a systematic mispricing: subsequent returns are predictably lower for high-accrual
firms and higher for low-accrual, cash-rich firms.

The introduction sets the stage for exploring the relationship between accounting information and market behavior. It
positions the study at the intersection of financial reporting and behavioral finance, aiming to uncover whether investor
overreliance on reported earnings creates exploitable inefficiencies.

Context

Understanding the context of Sloan’s study requires recognizing how financial analysts and researchers have
traditionally interpreted earnings. For decades, textbooks and practitioners emphasized the importance of assessing
the quality of earnings by focusing on their components. Analysts argued that accruals are prone to manipulation and
short-term distortions, while cash flows reflect more concrete economic performance. Despite this established
understanding, markets often behave as if investors overlook these nuances.

The paper also highlighted how the discretion allowed under U.S. GAAP introduces transitory elements into reported
income—long suspected as “earnings management”—and quantified their market consequences. In doing so, it

25 https://www.jstor.org/stable/248290
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confirmed what many fundamental analysts had long believed: cash flows are a more reliable measure of performance
than accruals. Finally, the study framed the central interpretive debate: does the anomaly reflect investor mispricing,
or compensation for hidden risks such as illiquidity and default? By leaving this question open, Sloan’s evidence
bridged accounting practice, financial economics, and the anomaly literature, reshaping how both academics and
practitioners think about earnings quality, and thus bridged accounting, finance, and practice, cementing the idea that
the quality of earnings composition matters as much as the level.

The paper also challenges the assumption of complete market efficiency, which posits that prices instantly and
accurately reflect all relevant information. If this assumption were true, high accrual firms should be priced lower to
compensate for the lower persistence of their earnings, and low accrual firms should be priced higher. Yet Sloan
hypothesizes that investors largely ignore this detail and treat all earnings as equally meaningful.

Contribution

The study makes significant contributions to both accounting and finance. First, Sloan introduces an accounting-based
framework for evaluating earnings persistence, drawing directly from financial reporting principles rather than relying
solely on statistical forecasting models. By separating accruals and cash flows, he provides a more nuanced
understanding of earnings quality and its implications for future performance.

Second, the paper reveals a consistent mispricing pattern in capital markets. It shows that stock prices fail to adjust
fully for the lower sustainability of accrual-driven earnings. This leads to predictable outcomes where firms with high
accruals underperform in the future, while firms with low accruals experience positive abnormal returns. These
findings challenge the assumption that investors behave rationally when interpreting financial statements.

Third, Sloan’s work has practical relevance for investment strategies. By ranking firms based on their accrual levels,
investors can develop profitable trading approaches. The study demonstrates that a long position in low-accrual firms
combined with a short position in high-accrual firms yields superior returns over multiple years. This insight connects
academic findings to real-world applications, making the research highly influential among portfolio managers and
analysts.

Lastly, the paper contributes to the broader discussion on market efficiency. It highlights that even in highly monitored
equity markets, certain pieces of accounting information are systematically underutilized. This inefficiency stems from
behavioral tendencies, such as investor fixation on aggregate earnings, which open the door for informed investors to
gain an advantage.

Data & Methods

Sloan bases his empirical analysis on a large dataset comprising 40,679 firm-year observations from 1962 to 1991,
using financial statement data from Compustat and stock return data from CRSP. To isolate the effects of accruals and
cash flows, earnings are defined as operating income after depreciation, excluding unusual items like discontinued
operations or extraordinary gains, ensuring consistency across firms and periods.

Accruals are calculated using changes in balance sheet items such as receivables, inventories, and depreciation, while
cash flows are derived by subtracting accruals from earnings. Firms are then ranked annually into ten portfolios based
on the magnitude of accruals. This ranking allows Sloan to test how stock prices respond to different earnings
compositions and whether future returns align with rational expectations.

Regression models are used to measure the persistence of earnings components and test the efficiency of stock
pricing. The Mishkin (1983) framework provides the theoretical foundation, enabling simultaneous estimation of
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earnings forecasts and stock price reactions. This approach ensures a rigorous evaluation of whether investors
distinguish between the implications of accruals and cash flows for future earnings.

Finally, abnormal stock returns are calculated using two methods: size-adjusted returns and Jensen alphas. These
approaches control for firm size and market risk, allowing Sloan to determine whether the observed return patterns
are due to mispricing rather than systematic risk factors. The consistency of results across both measures strengthens
the validity of the findings.

Interpretation. Sloan concluded that investors systematically fail to distinguish between accruals and cash flows,
leading to predictable mispricing. Whether this reflected risk premia or behavioural underreaction was left open, but
the evidence of abnormal returns was unambiguous.

Implications

The accrual anomaly had wide-ranging implications across finance and accounting. For asset pricing, it challenged the
stronger forms of market efficiency by showing that a simple accounting split between accruals and cash flows could
generate persistent and predictable return patterns, difficult to square with rational expectations. For accounting, it
shifted the focus firmly onto earnings quality, pushing regulators and analysts to emphasis transparent cash flow
reporting and reconciliation with accrual-based income. For investors, it offered a clear trading strategy: favour low-
accrual, cash-rich firms while avoiding or shorting high accrual firms—an approach widely adopted by hedge funds and
guantitative managers. And for corporate governance, the results exposed the risks of earnings management: while
managers could temporarily boost reported earnings via accruals, markets would ultimately discount these transitory
gains, reinforcing the need for sustainable performance over cosmetic accounting adjustments.

Conclusion

Following its publication, Sloan’s paper became highly influential in both academic and professional circles. It laid the
foundation for a significant body of research on earnings quality and market mispricing. Subsequent studies have
confirmed the existence of the “accrual anomaly” across different markets and time periods, though some evidence
suggests that the effect has weakened as investors have grown more aware of it. This breakthrough not only
questioned market efficiency but also laid the foundation for the modern “earnings quality” literature. Portfolio
managers and hedge funds quickly integrated Sloan’s insights into trading strategies. By systematically identifying
firms with unusually high accruals, they could avoid overvalued stocks and capitalize on undervalued ones. This
practical application bridged the gap between theoretical research and investment practice.

The paper’s influence extended far beyond replication. It sparked debates over whether the anomaly reflected
behavioural biases—such as investor inattention to earnings composition—or hidden risk exposures in accrual-heavy
firms, including lower liquidity or higher credit risk. Extensions of Sloan’s framework soon uncovered related
anomalies, such as cash component effects, working-capital accruals, and other quality-based predictors. The
enduring lesson is that headline earnings growth is not equally reliable across firms or sectors; what matters most is
the quality and sustainability of those earnings. For analysts, investors, and regulators alike, Sloan’s insights shifted
focus toward credibility in financial reporting, embedding “earnings quality” at the heart of modern finance and
accounting research.
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Stock Returns, Aggregate Earnings Surprises, and Behavioral Finance?¢

S. P. Kothari, Jonathan Lewellen and Jerold B. Warne (2006)

Summary

Kothari et al. (2006) asked a fundamental question: can corporate earnings, aggregated across firms, predict broader
economic activity and stock market returns? Drawing on U.S. data, they found that while aggregate earnings growth
co-moves strongly with GDP growth, industrial production and consumption, and provides signals about future stock
market returns, its predictive power for future macroeconomic outcomes or stock returns is weaker than many
expected. Importantly, they show that, unlike firm-level patterns, aggregate earnings surprises are negatively related
to contemporaneous market returns, and there is no evidence of post-announcement drift in aggregate returns. This
contrasts sharply with firm-level findings where positive earnings surprises typically boost prices over multiple
quarters.

The authors interpret this through a discount-rate channel: strong earnings tend to coincide with higher expected
discount rates (e.g., rising T-bill yields), which offset the positive cash-flow effects embedded in earnings. However,
standard discount-rate proxies (such as T-bill changes, term spreads, and default spreads) only partially explain this
relationship, suggesting that unobserved discount-rate shocks also play a role.

This framework reconciles the positive firm-level earnings reactions with the negative aggregate response and shows
why behavioural explanations for post-earnings-announcement drift at the firm level do not scale up to the market
level. The study reframes the macroeconomic role of corporate earnings, emphasising that they matter, but primarily
as one component of a broader information set that also includes macroeconomic indicators, interest rates, and
business-cycle variables

Introduction

The literature on earnings announcements has traditionally focused on firm-level reactions: how stock prices respond
to news about individual companies. Yet corporate earnings are not only micro-level signals—they also serve as
measures of the aggregate profitability of the corporate sector, which in turn reflects broader economic conditions.

By the early 2000s, macroeconomists were increasingly interested in whether firm-level accounting data could help
forecast the business cycle. Corporate profits constitute a major share of GDP, and analysts often interpret earnings
seasons as “real-time indicators” of economic momentum. Policymakers, investors, and researchers wanted to know:
do aggregate earnings have predictive content for output growth, investment, or stock market returns?

Kothari et al. (2006) entered this debate by systematically testing the information content of aggregate earnings.
Unlike earlier studies that focused narrowly on firms or industries, they examined the earnings of the corporate sector
as a whole, aggregated across listed firms, and related them to macroeconomic outcomes. Their findings were
nuanced. While aggregate earnings growth co-moves strongly with GDP, industrial production, and consumption, its
incremental predictive power for future GDP growth and returns is modest once broader macro-financial variables —
such as interest rates, term spreads, and consump