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Market wrap…

Geopolitical uncertainty to keep markets on the edge

• Historically, panic like scenarios amid geopolitical situations have offered opportunity to build medium to long term portfolio

• Past four decades data suggest, price correction typically see a median drop of 11% over a period of almost 4 weeks. 

• Investors who capitalize on this volatility with a staggered buying, has been historically rewarded with 25% returns in next 3-6 
months. 

Market behavior during the Russia-Ukraine conflict highlights this trend: 

• Deep Correction: IT, Auto, Realty were the hardest hit, correcting between 18-22%

• Relative outperformers: Energy, PSU were the relative outperformers as losses contained to ~5%  

• Recovery: Once the market bottomed, broad base recovery was observed led by Auto (45%), Metal (35%) and Financials (30%) in 
subsequent three months. In the meantime, Midcap & small cap index rallied 25% 

Current Scenario:

• Since the onset of US-Israel and Iran conflict, Nifty50 and Midcap has corrected 9% while small cap declined 8%, respectively in 
last three weeks. Given current volatility possibility of couple of % decline cannot be ruled out.

• Sectoral performance during this decline: Nifty IT has been underperformer since Feb-26, while Auto and Realty have seen 
steeper correction ~15%. On the contrary, Energy and PSU have shown relative resilience, down merely 5-6%

• Conclusion: The aforementioned data point mirrors the template observed during Russia-Ukraine conflict. Consequently, historical 
pattern suggest that Auto, Financials and Metal are likely to be the front runner in the recovery phase    
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Market wrap…

Crude, FIIs and Corrections: Mirroring the February 2022 Crash

• The recent market weakness triggered by Middle East tensions closely mirrors the Russia-Ukraine crisis of February 2022. During 
that period, surging crude prices and aggressive FII selling pressure led to a sharp decline in Indian equities.

• In February 2022, FIIs offloaded nearly ₹70,000 crore in a single month, pulling the Nifty down by approximately 11% (from a 
base of ~18,000). However, this decline was short-lived; the Nifty regained all its losses within the following month, driven by 
short covering and fresh FII inflows.

• Comparing the same Nifty near 23,000 level, the Nifty has already corrected by ~10% amid significant FII selling, with outflows 
exceeding ₹60,000 crore in the March series alone. Furthermore, FII net shorts are at an extreme of ~250k contracts. While we 
may see some consolidation at these levels, the bulk of the decline appears to be over. A sharp recovery heading into the April 
series seems highly probable.
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Market wrap…

Major Investment theme

Energy Security

• The present geopolitical conflict could lead to enhanced focus on energy security 

• Power is becoming core to a lot of sectors like Auto, power generation, data center, Hydrogen among others and even required 
for major polluting sectors like cement and steel in order to transition them towards green energy based fuel 

• In Auto, EV penetration domestically could accelerate as majority of the ICE vehicles run on imported fuel

• In power generation, besides renewable energy sources like solar and wind, nuclear power is poised to be a cornerstone in the 
country's clean energy transition. India’s nuclear power capacity is set to grow from 8.2 GW to 22.5 GW by 2031-32.

• The government focus on driving FDI by proposing a tax holiday until 2047 for foreign cloud companies using data centre 
infrastructure located in India would require power as a major component. 

• India’s power demand is already witnessing a strong uptick with peak demand already reaching ~244–245 GW in early 2026, 
close to historical highs, driven by rising temperatures and improving industrial activity.

Defence 

• Modern warfare has fundamentally shifted from large-scale, conventional troop clashes to a technology-driven, AI-enabled 
autonomous systems, drone swarms, and cyber warfare.  We believe that a structural opportunity exists for domestic defence 
companies aligned with scalable, low-cost, and electronic warfare capabilities. 

• Many companies which has developed integrated defence systems like Indigenous loitering munitions and counter-drone 
systems is the most likely beneficiary. Similarly, companies many companies are also expected to benefit from sizable 
opportunity in electronic warfare & radars. 

• Companies like Solar Industries which has developed integrated defence systems like Indigenous loitering munitions and 
counter-drone systems is the most likely beneficiary. Similarly, companies like Bharat Electronics (BEL), Data Patterns, Astra 
Microwave (AMPL) are also expected to benefit from sizable opportunity in electronic warfare and radars
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Market wrap…

Sectoral Impact

Auto and auto ancillary: 

• Auto sector is at an interesting confluence of three major forces; (i) Structural demand drivers supporting long term domestic 
volume growth (low cars penetration, GST & income tax rate cuts, rising per capita income, decline in interest rates); (ii) 
Changing technology landscape including Electrification & premiumization (increase in ADAS, sunroof, connected cars, 6 airbags 
as standard; impending ABS in 2W segment) and (iii) Changing global supply chain (tariffs led export volatility and China+1 
strategy).

• The sector however has been one of the underperformers in the aftermath of US-Iran conflict with Auto index down ~11% from 
the start of the conflict vs. ~7% decline for the Nifty.

• Major near-term concerns for the sector include, rise in raw material costs given the price rise in metals (especially aluminium) 
and crude (includes crude derivates like plastics) as well as potential demand moderation amid muted economic sentiments. 
Some of the auto manufacturing processes also use gases which are in short supply, potentially limiting production growth. 

• Given the current transitory nature of such global geo-political tensions, we expect the conflict to resolve in times to come which 
shall again shift focus on fundamentals and growth. 

• At the current juncture, with structural positive levers in place coupled with 8th pay commission rollout and lower interest rates, 
auto sector is well posed for double digit value growth over the next 3-5 years. Underlying premiumization trend remains 
unabated. We are positive on the auto space from medium to long term perspective.

• One notable outcome from the present geopolitical conflict could be rise in EV penetration domestically, given the thrust over 
energy security, as large part of EV’s are charged by thermal power sources which is indeed powered by Coal, which is 
abundantly available domestically
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Market wrap…

Metals

• In the ferrous space, the sector is seen benefiting from the upbeat domestic demand, timely capacity expansion by major steel 
players as well as impending improvement in profitability. 

• Government has imposed a 12% safeguard duty on steel imports into Inda in mid-December’25 which has aided the recovery of 
domestic steel spot prices, which are trading much higher by ~₹7,000/ton from December’25 lows of ~₹46,500/ton. Also 
encouraging is double digit decline in Chinese steel production in the recent past, as lower output is likely to curb exports, ease 
global import pressure, and support price stability. 

• All steel players are poised to report healthy improvement in profitability starting Q4FY26 due to rise in domestic steel prices 
partially mitigated by rise in coking coal costs. 

• Ongoing geopolitical tensions are expected to have minimal impact on the steel space as exports share of total steel production 
is pegged at <6%. Notably, the conflict in the Middle East could disrupt steel production in the region. This, coupled with rising 
energy costs, may push global prices higher, benefiting domestic steel manufacturers through increased pricing power.

• On the non-ferrous front, supply disruptions coupled with strong demand from sunrise sectors such as electric vehicle & 
renewable energy are expected to keep metal prices elevated in 2026, which will strengthen earnings prospects for domestic 
non-ferrous industry. Middle-east accounts for substantial ~8% of global aluminium production, hence any disruption of metal 
supplies from Middle-east can potentially led to rise in LME Aluminium prices which is beneficial for primary producers operating 
in India.

• Overall, we are positive on metals sector.
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Market wrap…

FMCG/Paints 

• Brent crude prices crossed $100 per barrel in Mar,26 resulting in the increase in the crude derivative prices as well. Prices of 
edible oil is up by Rs.11-20/kg in Mar,26 while Sunflower oil has witnessed steepest price rise of Rs.20/Kg. Palm oil prices have 
risen the least by Rs.11/kg.

• Palm oil is one of the key raw materials for snacking and FMCG companies contributing 10% to 50% of their total raw materials 
depending upon specific products. Overall, rise in crude derivatives and edible oil prices is negative for FMCG as it will affect 
margins in the short run.

• If crude prices remain above $100 per barrel in the coming months, it will have impact on profitability of the paint companies 
(accounting for 20-25% of paint companies input prices). While some paint companies have already taken price hike in the 
range of 2-3% to reduce stress on the margins, it will not suffice to cover-up the sharp increase in the crude prices. 

• Further likely increase in the food inflation due to supply disruption might impact in the consumer demand in the coming 
quarters. Overall in the uncertain environment we expect H1FY27 the performance of FMCG/paints companies to be muted and 
might recover in H2FY27.
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Market wrap…

Cement Sector

• Cement companies are expected to witness an increase of Rs 200-250/ton in their total cost structure considering the increase 
in pet-coke prices by $20-25/ton (to $145-150/ton) over the last one month and shortage of packaging bags (which uses 
polypropylene from refineries). We expect the impact of this cost increase from Q1FY27 as companies normally maintain 40-45 
days of pet-coke inventories

• Cement companies have already been taken price hikes during December to Mid-March by Rs 10-15/bag given the healthy 
demand across all the regions. We believe that companies may further take price hikes by Rs 10-12/bag from April onwards to 
mitigate the higher cost

• We like Ultratech in the large-cap space and JK Lakshmi/Star cement in the midcap cement space

Oil and Gas sector 

• Global crude markets remained highly volatile this week, with Brent sustaining above ~$100/bbl amid persistent geopolitical 
tensions and supply disruptions. While strategic reserve releases offered temporary relief, the overall bias remains firm due to 
continued risks around key shipping routes and infrastructure.

• Singapore GRMs witnessed an extreme swing, collapsing from ~$44/bbl on 9th March 2026 to Negative $9.4/bbl currently, ( can 
stabilize once product pricing aliened with crude spike)  marking a sharp reversal in refining economics. The decline was driven 
by a surge in crude input costs outpacing product prices, normalization of earlier spike in diesel/jet cracks, and early signs of 
demand disruption at elevated price levels and some rerouting changing cost dynamics.

• For the sector, the environment has shifted to a challenging phase—upstream companies remain beneficiaries of high crude, 
while refiners and OMCs face margin pressure due to highly volatile crude price and limited retail price pass-through. Near-term 
outlook remains volatile with downside risk to refining profitability despite strong crude.
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Market wrap…

Impact of geo-political tension on BFSI

• The Gulf region contributes more than one-third of total remittance inflows. A prolonged conflict that slows economic activity in 
the Gulf could weaken these inflows, impacting system-wide liquidity and banks with high dependence on NRI deposits. Federal 
Bank and South Indian Bank face challenge in terms of increased volatility in NRI inflows which can result in repricing of 
liabilities amid liquidity challenge on domestic front.

• As of March 2026, the Middle East (primarily the GCC) accounts for ~17% of India’s  total merchandise export. Banks and 
NBFCs, with exposure to borrowers in the gems & jewellery, engineering, and agri-product sectors remain vulnerable in terms of 
asset quality. Any specialized relief package to support exporters affected by Middle East crisis is being actively worked by GoI, 
in addition to Export Promotion Mission (EPM), which serves as the broader framework for MSME support.

Pharma companies expecting short term margin impact due to west Asia conflict

• In light of the recent west Asia disruption, Indian pharma companies are getting impacted by energy costs, higher freight costs 
that are up 15-30% and delayed supply.

• Currently pharma companies have raw material inventory of 2-3 months and finished stock of 3-6 months but volatility in raw 
material (intermediates) prices could have an impact on the profit margins of the companies in the short term.

• The Pharma lobby is requesting the authorities to prefer the medical companies in the supply of LPG and related energy inputs 
so that essential services of medicine supply remain uninterrupted.
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Market wrap…

West Asia Conflict Hits India’s Medical Tourism Inflows

• India’s medical tourism sector is witnessing a slowdown due to geopolitical tensions in West Asia, with several hospital chains 
reporting up to a 30% drop in international patient inflows. 

• Revenues from overseas patients have been impacted by nearly 20%, while patient footfall from West Asia declined by around 
75% between late February and early March. 

• Hospital operators including Fortis Healthcare said the region contributes a significant share of international business, 
particularly for complex procedures such as cardiac surgeries, oncology treatments and transplants.

• Overall, we expect some impact in Q4 numbers for players such as Max, Fortis, Artemis all of whom get substantial 
contributions from medical tourism. However, we expect this to be transitory. For others the impact would be minimal.

• Stocks Preferred
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Stock Target Price

1. L&T 5030

1. Maruti 17650

1. M&M 4500

1. Bharti Airtel 2450

1. Ultratech 15000

1. Solar Ind 16700
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