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India at an Inflection Point: Why 2026 could surprise everyone?

As the year closes, 2025 is ending not with exhaustion, but with acceleration beneath the surface. The macro
narrative that dominated much of the past twelve months is now giving way to a new and more constructive
storyline. A powerful combination of lower inflation, policy clarity, liquidity support and strengthening fundamentals
is quietly resetting the stage for 2026. For disciplined investors, this transition is not noise — it is the beginning of a
new opportunity cycle. At AlfAccurate, our focus remains on identifying the structural winners that stand to benefit
the most from this evolving environment.

India’s macroeconomic backdrop has strengthened considerably over the past few months, reinforcing the
constructive outlook we shared in our April AAA Insights. What began as a rare alignment of fiscal and monetary
forces has now evolved into a broad-based acceleration across liquidity, consumption, capex and credit. The result
is an economic flywheel that is turning faster than at any point in the last several years, and in our view, this has the
potential to create a positive surprise for markets in 2026.

Inflation remains low and comfortably within the target range, giving consumers and corporates much-needed
relief. Combined with lower interest rates, this has created a supportive environment for both consumption and
investment. The RBI's 1.1 lakh crore liquidity infusion is one of the largest in recent years. It has further eased
monetary conditions and strengthened the macro backdrop.

On the investment front, the Government's sustained capex push continues to anchor growth. Over the past seven
years, combined central and state capex has nearly tripled, keeping capacity utilisation steady at about 75% for
eleven consecutive quarters. Private-sector capex, however, had remained subdued due to weak consumption and
tighter financial conditions.

That equation is now changing. Policymakers have delivered meaningful consumption support through GST cuts
and income-tax reductions, transferring nearly %3 trillion to households. Including the benefit of lower rates, the
total boost approaches %4 trillion.

Early indicators reflect this turn. Credit growth has improved to ~11%, a sharp 250 bps jump (Fig1), and auto
registrations have reached all-time highs - clear signs of a broad-based revival in discretionary demand.

Fig1: Improvement in Credit growth
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Source: Systematix, Anand Rathi, MOSPI, AAA Research

Quarterly Snapshot - Q2FY26

During 2QFY26, the Nifty-500 delivered healthy double-digit earnings growth—the highest in five quarters—despite
geopolitical headwinds and muted consumption trends. Against this backdrop, all AAA portfolios once again stood
out by reporting robust revenue growth and strong profit expansion, reaffirming the strength of our disciplined
stock-selection strategy. AAA IOP PMS delivered an impressive 20% revenue growth and 23% net profit growth,
while AAA Budding Beasts reported 24% revenue growth and 27% profit growth. This consistent outperformance
reflects our unwavering focus on quality, growth and valuation discipline. Our ability to identify structural winners


https://www.alfaccurate.com/navigating-tariff-uncertainty

early—businesses with resilient earnings profiles, strong execution and durable competitive advantages—has
helped cushion the impact of sectoral slowdowns and enabled us to generate meaningful alpha across market
cycles.

Fig2: Q2FY26 AAA Portfolios' Earnings Snapshot YoY Growth (%)
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Where do we go from here?

We are now seeing a powerful trinity of capex, consumption and credit growth moving in sync. Government-led
capex is supporting jobs and income, lower rates and policy-driven income support are reviving consumption, and
rising demand is accelerating credit growth. This synchronised expansion is exactly what is needed to lift corporate
earnings out of the subdued phase seen in FY25.

With macros improving and demand picking up, we expect earnings to grow 8.4% in FY26 and accelerate to 17.4%+
in FY27. Over time, markets mirror earnings and with earnings momentum turning decisively upward, equity
performance should follow.

Valuations remain reasonable in this context. The Nifty trades at ~20.5x FY27 earnings, about 5% below its 10-year
average. With macro tailwinds strengthening, micro fundamentals improving and earnings visibility rising, the
current setup is particularly attractive.

In summary, the combination of low inflation, lower interest rates, fiscal support, a multi-year capex cycle, rising
credit growth and a clear consumption revival creates a favourable macro configuration in recent years. With both
macros and micros aligned, we believe 2026 holds the potential for a meaningful upside surprise for Indian equities.
We remain structurally bullish on the equity asset class.

For further details please contact: investorservices@alfaccurate.com; www.alfaccurate.com

Equity Investments are subject to market risks , read all plan related documents carefully.
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