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GLOBAL MACRO: NAVIGATING DIVERGENCE IN H2 2025

As we enter the second half of 2025, the global economic environment remains
uncertain, shaped by geopolitical tensions, uneven policy responses, and
diverging regional growth trajectories. The latest JPMorgan Global Composite
PMI stood at 51.5 in July, indicating modest expansion. However, regional
disparities persist: the US Services PMI remained strong at 53.2, reflecting
resilient domestic demand, while China’s Caixin Manufacturing PMI slipped to
49.8, signaling contraction. The Eurozone Composite PMI hovered near 50.1,
with Germany and France continuing to show weakness. This divergence in
business activity, coupled with easing inflation and asynchronous monetary
policy shifts, highlights the need for a cautious and diversified investment
approach that focuses on regional dynamics, inflation trends, and policy
developments.

GLOBAL EQUITIES: REBOUND AMID DIVERGING MACRO LANDSCAPE
Following a volatile first half of 2025, global equity markets have shown
resilience, with major indices rebounding to all-time highs. This recovery has
been driven by easing geopolitical tensions, strong corporate earnings, and
optimism for rate cuts in the second half. The S&P 500, for instance, rebounded
quickly from a decline of more than 15%, closing June at record levels. Growth
sectors, especially technology, led gains, with the NASDAQ up 6.6% in June and
the S&P 500 Information Technology sector rising 9.8%. However, risks remain.
Stagflation fears grow due to softer consumption, high jobless claims, and
tariffs rising from 2.5% to 15%. While the labour market remains strong, with
147,000 jobs added in June and unemployment at 4.1%, the Fed is unlikely to
cut rates until September amid inflationary pressures. Meanwhile, the
valuation gap between the US and Europe hit a record high, prompting regional
re-evaluations. From a global allocation perspective, Europe’s undervaluation,
along with improving macroeconomic fundamentals such as rising
manufacturing PMIs and stable credit growth, makes it more attractive for
capital in the second half of 2025.

GLOBAL FIXED INCOME: ADJUSTING AMID EVOLVING MACRO LANSCAPE

As we enter the second half of 2025, global fixed income markets are regaining
strategic importance amid stabilizing yields and persistent inflation uncertainty.
The fading dominance of the U.S. dollar and increased fiscal spending under the
One Big Beautiful Bill (OBBA) have raised concerns about long-term debt
sustainability and inflationary pressures. The Federal Reserve’s latest Summary
of Economic Projections (SEP) reflects a stagflationary tone, with median GDP
growth revised downward and core PCE inflation now expected to reach 3%
YoY by year-end. Given this backdrop, the Fed is likely to maintain its current
policy stance in the near term, with two rate cuts anticipated later in 2025 as
economic momentum softens. The US 10-year Treasury yield is expected to
remain in the 4.2%-4.4% range, reflecting cautious investor sentiment and
policy inertia. In contrast, emerging markets have begun easing rates,
supported by declining inflation and improving external balances. This has led
to a broad-based decline in EM sovereign yields, enhancing the appeal of local
currency debt for global investors seeking diversification and real yield
opportunities.

GLOBAL COMMODITIES: STRUCTURAL PERSPECTIVE ON TACTICAL DRIVERS
Gold experienced a significant surge in 2025, emerging as a core portfolio
allocation driven by a blend of structural and tactical factors. Prices have been
approximately 25% higher year-to-date, briefly surpassing $3,300/0z, driven by
heightened geopolitical tensions, robust central bank purchases, and renewed
investor interest through ETFs. With inflation stabilizing and interest rates on
pause, gold continues to serve as a reliable safe-haven asset amid global
uncertainty. While its long-term trajectory will hinge on evolving
macroeconomic variables—such as real interest rates, global liquidity, and
fiscal policy, the current landscape underscores gold’s relevance for portfolio
diversification and risk management.
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INDIA MACRO: DOMESTIC DEMAND ANCHORS GROWTH NARRATIVE

India’s macroeconomic outlook for July 2025 presents a vibrant mix of resilient
domestic demand, rising private and public investments, and evolving
monetary policy dynamics. With inflation under control, the Reserve Bank of
India initiated its rate cut cycle early, reducing interest rates by 50 basis points
in June to stimulate growth. The manufacturing sector remains robust, with the
PMI reaching a 14-month high of 58.4, while the services PMI climbed to 60.4,
marking a 10-month peak, both signaling strong expansion. India’s GDP grew
by 6.5% in FY 2024-25, reinforcing its position as the fastest-growing major
economy. This momentum is supported by easing inflation, buoyant capital
markets, and record-high exports. Additionally, key indicators such as record
foreign exchange reserves, a manageable current account deficit, and rising
foreign investment reflect growing global confidence in India’s long-term
economic prospects. Favorable liquidity conditions, improving consumption,
and sustained investment activity point toward a strong and balanced medium-
term structural growth trajectory.

INDIA EQUITIES: BUYING THE DIPS

India is entering a phase of macroeconomic and earnings normalization,
navigating global headwinds such as geopolitical tensions and market volatility
with relative resilience. The economy has been buoyed by proactive policy
measures, including an unexpected 50-bps rate cut by the Reserve Bank of
India, liquidity support, and continued government emphasis on infrastructure
and fiscal discipline. While external risks remain, India’s stable macro
fundamentals, strong domestic investor participation, and supportive policy
environment position it for potential outperformance in the second half of
FY26. As of 1QFY26, the country is transitioning from a subdued FY25 earnings
cycle to a more stable and broad-based profit recovery, driven by easing
inflation, effective policy responses, and steady domestic investment. A
favorable monsoon and signs of rural revival are boosting consumption
prospects, and corporate earnings are expected to show significant growth with
wider sectoral participation. Although valuations are slightly elevated, they are
supported by improving earnings Vvisibility, policy stability, and India’s
structurally resilient, domestically driven economy. The return on equity (ROE)
outlook remains steady at 15%, reflecting robust corporate profitability.
Currently, a neutral stance on large and mid-cap equities is warranted, with
large caps offering safety margins and mid-caps presenting compelling growth
opportunities.

INDIA FIXED INCOME: BALANCING DURATION AND CREDIT

India’s fixed-income market is entering a constructive phase, supported by a
favorable macro backdrop of stable inflation and steady growth. The Reserve
Bank of India’s 50-bps rate cut in June has opened a window for investors to
lock in attractive real yields. The government bond yield curve has flattened at
the long end but remains steep in the 3—7-year segment, where the 5-year G-
Sec trades around 6.00% and the 10-year benchmark at approximately 6.30%.
State Development Loans (SDLs) continue to offer a 25-30 basis point premium,
making them appealing for incremental yield without compromising credit
quality. In the corporate bond space, shorter maturities dominate issuance as
both issuers and investors prefer lower duration amid falling rates. AAA-rated
NBFCs and PSUs are raising funds at 6.60—6.80% for 5-year tenors, offering
spreads of 80-100 bps over comparable G-Secs. The 5-7-year segment of the
curve offers a sweet spot for investors seeking a balance of carry and roll-down
potential. Long-duration positions should be approached selectively,
considering global rate trends and domestic supply dynamics.

A laddered portfolio strategy—blending duration and credit quality—is
recommended to build resilient carry and mitigate macro risks. From a tactical
standpoint, we maintain a neutral view on duration and an overweight stance
on corporate bonds relative to government securities, reflecting a preference
for spread capture and credit quality in a falling rate environment.

CURRENCY: RANGEBOUND, NOT DIRECTIONLESS

The USD/INR exchange rate is expected to remain range-bound this month,
trading between %85.19 and <86.91, supported by India’s resilient
macroeconomic fundamentals, easing inflation, and strong foreign investment
inflows. The narrowing interest rate and inflation differentials between India
and the U.S. have compressed forward premia, though this could reverse once
the Fed resumes its rate cut cycle while Indian rates stabilize near the lower
bound. Despite a 2.4% appreciation from its February low, the INR has gained
competitiveness relative to its peers, reflecting investor confidence and capital
flows into emerging markets. The RBI is likely to maintain its two-sided
intervention strategy in the FX market, avoiding aggressive defense of
appreciation unless divergence from peers occurs. Meanwhile, the U.S. dollar
continues to face structural headwinds from slowing growth, fiscal imbalances,
and global de-dollarization trends, reinforcing a neutral outlook for the
USD/INR pair in the near term.

Manufacturing PMI recorded improving growth trajectory
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Change in % 52 Week
Indian Indices Px Last g e = 3 Year Avg PE
1Day 1Month 1 Year YTD High Low
Nifty 50 25461 022 342 477 768 26277 21,744 2292 2192
Nifty 100 26,067  0.24 327 286 6.41 27,336 72177 2205 2250
Nifty 500 23,562 017 331 283 531 24573 19520 2528 2379
Nifty Midcap 100 50,678 -0.01 3.03 540 433 60,026 46866 3363 301
Nifty Smallcap 250 17762 0.02 amn 097 0.06 18688 13315 3379 2553
Nifty SME Emerge 14891 074 329 -340 -1033 17,224 11830 3274 4870
Change in % 52 Week
Sector Indices Px Last = : e o 3 Year Avg PE
1Day 1Month 1 Year YD High Low PE
Nifty Auto 23980  -0.10 278 -5.46 502 27,696 19,317 2503 2963
Nifty Bank 57.032 042 243 740 1213 57628 47,703 1512 1575
Nifty FMCG 54736 040 143 407 163 66439 50,93 4132 4379
Nifty IT 39167 080 6.03 382 963 46,080 20813 2892 2852
Nifty Media 1,762 0.66 188 -13.85 -3.09 2182 1,344 608.16 72864
Nifty Metal 9580  -0.45 439 -3159 10.76 10,322 7,690 19.47 20.94
Nifty Bharma 22,385 081 474 10.86 -439 23908 19,121 321 3413
Nifty Realty 972 0.91 042  -1318 -T64 1141 766 48.34 5052
Nifty Energy 36510 040 217 1278 376 45022 28,313 16.24 1363
Source: MFI 360 Explorer
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TACTICAL ASSET ALLOCATION (TAA) VIEWS & PERFORMANCE

Asset Class Pairs View Favouring Start Date End Date / Open Call Status Alpha Return
Equities Vs Bonds Positive Equities 31-Dec-18 30-Apr-19 Close 5.90%
Large Cap Vs Mid Cap Negative Mid Cap 31-Dec-18 31-Jan-20 Close -8.00%
Short Term Vs Long Term Positive Short Term 30-Nov-18 31-Dec-21 Close -6.00%
USD / INR Positive usD 30-Nov-18 31-Jan-19 Close 2.20%
USD / INR Positive usD 31-Mar-19 30-Apr-19 Close 0.60%
USD /INR Positive usD 31-Jul-19 31-Dec-19 Close 3.70%
Gold Vs Cash Negative Cash 30-Nov-18 28-Feb-19 Close -7.60%
Gold Vs Cash Positive Gold 31-Mar-19 30-Jun-21 Close 32.00%
Equities Vs Bonds Positive Equities 30-Nov-20 30-Apr-21 Close 11.80%
USD / INR Negative INR 31-Dec-20 31-Jan-21 Close 0.20%
USD / INR Positive usbD 28-Feb-21 31-May-21 Close -1.20%
USD /INR Negative INR 31-Aug-21 30-Sep-21 Close -1.70%
Large Cap Vs Mid Cap Negative Mid Cap 31-Oct-20 30-Nov-21 Close 26.70%
Equities Vs Bonds Positive Equities 31-May-21 30-Nov-21 Close 8.90%
Short Term Vs Long Term Positive Short Term 30-Nov-18 31-Dec-21 Close -5.90%
USD / INR Positive usD 31-Oct-21 31-Dec-21 Close -0.70%
Gold Vs Cash Positive Gold 31-Jul-21 31-Jan-22 Close -2.60%
Large Cap Vs Mid Cap Positive Large Cap 31-Dec-21 30-Apr-22 Close 0.90%
Gold Vs Cash Positive Gold 28-Feb-22 31-May-22 Close -1.80%
Short Term Vs Long Term Positive Short Term 28-Feb-22 30-Jun-22 Close 2.20%
USD / INR Positive usD 31-Jan-22 31-Jul-22 Close 6.20%
Large Cap Vs Mid Cap Positive Large Cap 30-Jun-22 31-Jul-22 Close -2.80%
Equities Vs Bonds Positive Equities 31-Dec-21 30-Sep-22 Close 0.80%
USD / INR Negative INR 31-Jul-22 30-Sep-22 Close -2.60%
Large Cap Vs Mid Cap Negative Mid Cap 31-Jul-22 30-Nov-22 Close -0.60%
USD / INR Positive usD 30-Sep-22 30-Nov-22 Close 0.10%
Gold Vs Cash Negative Cash 30-Jun-22 30-Sep-22 Close 6.50%
Equities Vs Bonds Positive Equities 31-Oct-22 31-Dec-22 Close -2.00%
Large Cap Vs Mid Cap Positive Large Cap 30-Nov-22 31-Dec-22 Close -1.80%
USD / INR Negative INR 31-Dec-22 31-Jan-23 Close 1.00%
Large Cap Vs Mid Cap Negative Mid Cap 31-Dec-22 31-Jan-23 Close 1.00%
Large Cap Vs Mid Cap Positive Large Cap 31-Jan-23 28-Feb-23 Close -1.10%
USD / INR Positive usD 28-Feb-23 31-Mar-23 Close -0.60%
Large Cap Vs Mid Cap Positive Large Cap 31-Mar-23 30-Apr-23 Close 1.70%
Corp Bonds Vs G-Secs Positive Corp Bonds 30-Nov-18 30-Jun-23 Close 7.80%
Short Term Vs Long Term Positive Short Term 30-Nov-22 30-Jun-23 Close -0.97%
Equities Vs Bonds Positive Equities 31-Mar-23 30-Jun-23 Close 8.10%
Gold Vs Cash Positive Gold 30-Nov-22 31-Jul-23 Close 8.80%
USD /INR Negative INR 30-Apr-23 31-Aug-23 Close -1.20%
Large Cap Vs Mid Cap Negative Mid Cap 31-Jul-23 31-Jul-23 Close 6.10%
Gold Vs Cash Negative Cash 30-Sep-23 31-Oct-23 Close -6.32%
USD /INR Positive usD 30-Sep-23 31-Dec-23 Close 0.20%
Gold Vs Cash Positive Gold 31-Dec-23 30-Jun-24 Close 10.14%
USD /INR Negative INR 31-Dec-23 30-Sep-24 Close -0.71%
Gold Vs Cash Negative Cash 30-Jun-24 30-Sep-24 Close -12.32%
Corp Bonds Vs G-Secs Negative G-Secs 31-Jul-23 31-Mar-25 Close -0.13%
Short Term Vs Long Term Negative Long Term 30-Jun-23 30-Jun-25 Close -2.37%
Large Cap Vs Mid Cap Positive Large Cap 30-Sep-23 30-Jun-25 Close -13.85%
Equities Vs Bonds Positive Equities 30-Nov-24 30-Jun-25 Open -0.70%
M-o0-m Summary Equity vs. Bonds Large vs. Mid Corp. Bond vs. G-Secs STvs. LT USD vs. INR Gold vs. Cash
% of Months calls issued 50.6% 83.5% 94.9% 91.1% 59.5% 75.9%
Success Ratio (%) 59.0% 44.6% 57.3% 50.7% 55.3% 56.7%
Avg. positive alpha 4.1% 2.4% 0.6% 0.6% 1.0% 3.8%
Avg. negative alpha -2.6% -2.2% -0.6% -0.9% -0.7% -3.3%
Avg. alpha 1.4% -0.2% 0.1% -0.1% 0.2% 0.7%

Source: Bloomberg. Assuming a 6% annualized yield for cash. Note: Returns as of 30" Jun 2025.

GLOBAL ASSET PERFORMANCE SNAPSHOT

Current

Current im
Commodities

im
Equities

S&P 500 INDEX 6,205 5.0% 10.6% 5.5% 13.6% TR Commodity CRB Index 297.3 2.4% -3.9% 0.2% 2.3%
EURO STOXX 50 Price EUR 5,303 -12% 1.0% 8.3% 8.4% Indian Crude Oil Basket 68.8 7.8% -8.9% 9.1% -20.0%
FTSE 100 Index 8,761 0.1% 21% 72% 7.3% Brent 67.6 5.8% -9.5% -9.4% -21.8%
Nikkei 225 40,487 6.6% 13.7% 1.5% 2.3% Gold 3,303.1 0.4% 5.7% 25.9% 42.0%
NSE Nifty 50 Index 25,517 31% 8.5% 7.9% 6.3% Aluminium 2,597.8 6.6% 32% 2.4% 4.3%
NIFTY Midcap 100 59,741 4.0% 15.6% 4.4% 72% Copper 503.0 7.5% -0.1% 249% 14.6%
NIFTY Smalicap 100 19,075 6.7% 18.5% Comn 4205 -5.3% -8.0% -8.3% 5.9%
NSE Nifty 500 Index Soyabean 1,027.0 0.0%

Fixed Income currencies

US Generic Govt 10 Yr Dollar Index 96.88 -2.5% -7.0% -10.7% -8.5%
German Bunds 261% 2.50% 2.74% 2.36% 2.50% EUR/USD 1.18 3.9% 9.0% 13.8% 10.0%
JGB 10Yr Comp Yield 1.46% 1.52% 1.50% 1.11% 1.06% USD/IJPY 14403 0.0% -4.0% -8.4% -10.5%
UK Gilts 10 Yr 4.49% 465% 4.68% 457% 4.17% GBP/USD 1.37 2.0% 6.3% 9.7% 8.6%
China 10Y 1.65% 1.71% 1.82% 1.68% 2.21% USD/CHF 0.79 -3.6% -10.3% -12.6% -11.8%
India 10Y 6.32% 6.29% 6.58% 6.76% 7.01% USD/CNY 7.16 -0.5% -1.3% -1.9% -1.4%
FBIL FBTB12M 5.52% 5.60% 6.44% 6.68% 6.93% USD/HKD 7.85 0.1% 0.9% 1.0% 0.5%
India 10Y AAA 7.11% 7.03% 7.20% 7.24% 7.55% USD/INR 85.75 0.2% 0.3% 0.2% 2.8%
India 1Y AAA 6.70% 6.63% 7.41% 7.78% 7.74% USD/CAD 1.36 -1.0% -5.4% -5.4% -0.5%
Source: Bloomberg Equity/Fixed Income Returns/Yields in local currencies. Commodities in USD. Numbers for Fixed Income are Yields as of June 30, 2025.

Glossary:

US: United States, GDP: Gross Domestic Product, EU: European Union, SD: Standard Deviation, CAGR: Compounded Annual Growth Rate, RBI: Reserve Bank of India, G-Sec: Government Securities, bps: Basis Points, REER: Real effective exchange
rate, PE: Price to Earnings Ratio, UK: United Kingdom, Al: Artificial Intelligence, ETFs: Exchange Traded Funds, GST: Goods and Services Tax, IT: Information Technology, FMCG: Fast moving consumer goods, EPS: Earnings Per Share, RBI: Reserve
Bank of India, CASA: Current Account and Savings Account, CD Ratio: Credit Deposit Ratio, INR: Indian Rupee; PMI: Purchasing Managers’ Index; FY: Fiscal Year; CRR: Cash Reserve Ratio;

Disclaimer

This document provides general information about LGT Wealth India Private Limited (“LGT Wealth”), its investment framework, strategies and investment approaches relating to its products and services. For more details, Investors may refer to our website www.lgtindia.in.
The information provided herein are for the exclusive and confidential use of the addressee(s) only. Any distribution, use or reproduction of the information contained in this document, in full or in part without the written permission of LGT Wealth, is unauthorised and
strictly prohibited. If you have received this document erroneously and you are not the intended recipient(s) of this document, please delete and destroy it and notify LGT Wealth immediately without making any copies and/or distributing it further.

This document is not intended to be an invitation to affect a securities transaction or otherwise to participate in an investment service/offer. Nothing in this document should be construed as advice nor an offer or recommendation or solicitation of any products/services
by LGT Wealth. The products/services referred in this document may not be suitable for all kind of Investors. Investors with any questions regarding the suitability of any of the products or services referred must consult their Relationship Managers, Financial Advisors, Tax
consultants before taking investment decisions. LGT Wealth India does not provide any tax advice. Investors should assess the tax impact of their investment(s)/transaction in consultation with their tax advisors prior to investing.

It may be noted that past performance does not guarantee similar future performance. LGT Wealth neither assures nor guarantees any future returns or future performance nor does it guarantee and/or assures that the projections/performance mentioned in this
document or elsewhere, will be met. Although LGT Wealth has taken all reasonable steps to ensure accuracy of the data and completeness of the information contained in this document, it neither confirms nor guarantee accuracy or completeness of such information
contained in this document anyway. Investors are expected to make an ind and verify its veracity, separately before making any investment decisions. You expressly acknowledge and agree that you shall have gone through the respective product
documents, disclosure documents, policies and other risk statements as are available on the website of the company and/or with the regulators before taking any such investment decisions and LGT Wealth shall neither be liable nor take any responsibility for any
investment decisions, that is taken solely based on this document. For further details including complaints and suggestions, if any, you may contact us at:
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