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CRUDE - THE KEY CHANGE
India outperformed in June: MSCI India +1.3% (approx.) versus MSCI EM –2.6% (approx.) and MSCI 
World –1.7% (approx.), as global AI-stock selling weighed on EM peers. The single most important 
shift was crude — Brent fell from a May average of ~USD 104/bbl to ~USD 73/bbl by June end. This 
directly relieves pressure on the current account, inflation expectations, and the rupee risk 
premium. After two months where oil dominated the India allocation debate, lower crude is the 
strongest signal the worst of the external shock may be behind us.

RUPEE & CAPITAL FLOWS
Earlier fears of USDINR hitting ~100 now look overdone — the rupee has recovered from 96.96 to 
~94–95, supported by RBI intervention, lower crude, and policy steps. The government's G-Sec tax 
exemption (FPI interest income and capital gains, effective 1 April 2026) is improving post-tax 
returns and driving durable debt inflows.

INFLATION & GROWTH
May CPI was contained at 3.9% — just below RBI's 4% target — but WPI rose sharply to 9.7%, with 
fuel inflation at 30.3%. Crude's correction improves the signal, but earnings risk remains: cost 
pass-through via freight, logistics and manufactured inputs can lag. H1FY27 margins may still 
absorb the earlier oil shock as companies restock at higher landed costs. On the positive side, IIP 
hit a five-month high of 5.1% in May, confirming underlying demand remains firm.
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VALUATION & OUTLOOK
MSCI India trades at ~20x 12-month forward P/E — near its long-term average and ~20% below its 
peak multiple. Bloomberg estimates imply USD EPS growth of ~7% in FY27 and ~13% in FY28. If 
earnings downgrades remain contained through H1FY27, the market may already be pricing in 
the cycle's worst. India still trades at a premium to EM peers, but that premium remains justified 
— diversified domestic-demand earnings, stable RoEs, and a cleaner growth profile. Both the 
macro and earnings backdrop are turning more constructive.

We hope you found this note interesting. Feedback welcome at InvestmentStrategists@dspim.com

Info Sources: Elara Capital, Nuvama, Morgan Stanley Research, MOFSL, Avendus Spark Research, UBS, Kotak Securities. Data as of June 
2026. MXASJ – MSCI Asia Ex-Japan, FPI – Foreign Portfolio Investor, DII – Domestic Institutional Investor, RBI – Reserve Bank of India, FY 
– Financial Year, CY – Calendar Year; YoY is Year over Year, YTD – Year to date, EM – Emerging Markets, DM – Developed Markets, FTA 
-  Free Trade Agreement. Past performance should not be taken as an indication or guarantee of future performance
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INDIA AT A GLANCE

FY20

Economic Activity and Employment
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Source: CEIC, Haver, UBS estimates; Note: Data is for FY ending March; E – Estimates. Data as of June 2026

DISCLAIMER: This communication is issued by DSP Asset Managers Private Limited. In this material DSP Asset Managers Private Limited (the AMC) has used information that is publicly available, including 
information developed in-house. Information gathered and used in this material is believed to be from reliable sources. The AMC however does not warrant the accuracy, reasonableness and / or  completeness of 
any information. We have included statements / opinions / recommendations in this document, which contain words, or phrases such as “will”, “expect”, “should”, “believe” and similar expressions  or variations of 
such expressions that are “forward looking statements.”
RISKS – Actual results may differ materially from those suggested by the forward looking statements due to risk or uncertainties associated with our expectations respect to, but not limited to,  exposure to market 
risks, general economic and political conditions in India and other countries globally, which have an impact on our services and / or investments, the monetary and interest  policies of India, inflation, deflation, 
unanticipated turbulence in interest rates, foreign exchange rates, equity prices or other rates or prices etc. All figures and other data given in this document  are dated and the same may or may not be relevant in 
future and the same should not be considered as solicitation / recommendation / guarantee of future investments by the AMC or its affiliates.
This communication contains information which refers to the past as well as information on future performance. Neither past performance nor forecasts are a reliable indicator of future performance.
This information and associated materials have been provided to you at your express request, and for your exclusive use. This information is not intended for distribution to, or use by, any person or entity in any  
jurisdiction or country where such distribution would be unlawful under the securities laws of such jurisdiction or country. Any distribution, by whatever means, of this information and related material to persons 
other than those referred to above is strictly prohibited.
Distribution of this communication may be restricted in certain jurisdictions. Any product(s) mentioned within this communication (i) may not be registered for distribution in your jurisdiction, and (ii) may only 
be available to professional or otherwise qualified investors or entities. The information is for general guidance only, and it is the responsibility of any person or persons in possession of this material to inform 
themselves of, and to observe any such restrictions, all applicable laws and regulations of any relevant jurisdiction, including of any applicable legal requirements, exchange control regulations and taxes in the 
countries of their respective citizenship, residence or domicile.
Past performance may or may not be sustained in the future. There is no assurance of any capital protection / capital guarantee to the investors. The sector(s) / stock(s) / issuer(s) mentioned in this 
document do not constitute any recommendation of the same. Investors are advised to consult their own legal, tax and financial advisors to determine possible tax, legal and other financial implication or 
consequence of investing into the investment strategies.
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