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Key takeaways

— India equities faced volatility in the first half of 2026, but stabilizing global
sentiment and lower oil prices are improving the outlook.

— Aresilient macro backdrop, supportive policy measures and strong domestic
investor participation continue to underpin India’s long-term growth story.

— Improved valuations, earnings recovery and structural opportunities in areas
such as digitalization, consumption, manufacturing and data centers may create
more attractive opportunities for long-terminvestors.

Chandrashekhar Sambhshivan
Investment Director

External market volatility starts stabilizing

India equities were volatile in the first half of 2026 amid softer global risk appetite, foreign
outflows and heightened geopolitical uncertainty. More recently, however, conditions
have begun to normalize. Geopolitical risks, particularly in the Middle East are increasingly
perceived as moderating, contributing to an improvement in global sentiment alongside a
declinein oil prices. As a net energy importer, India stands to benefit from lower oil prices,
which can help ease inflationary pressures and support external balances.

Despite external volatility, domestic investor participation has continued to provide
a stabilizing anchor, helping cushion the market against global risk-off sentiment and
foreign outflows year-to-date.

Resilientmacro backdrop and policy support

India’s macro environment remains resilient, supported by solid underlying economic
strength and continued policy support. While the Reserve Bank of India (RBI) has guided
foramodest moderation in growth relative to 2025, GDP is still expected to remain robust
ataround 6.6%in 2026-27', comparing favourably with other emerging markets. High-
frequency indicators further reinforce this constructive backdrop. Credit growth has
remained robust, expanding by approximately 16% year-on-year in FY2026% while stable
manufacturing and services PMI (Purchasing Manager’s Index) readings continue to signal
resilience across both consumption and business activity.

1. Economic Times, June 5,2026
2. Ministry of Finance, 5 May 2026
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Figure1: System loans and deposits YoY growth (%)
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Source: Bank of America, data as of 15 June 2026.

Interms of monetary policy, the RBI kept the repo rate unchanged at 5.25% but
introduced a broad package of measures to support the Indian rupee and attract foreign
capital inflows, including incentives for NRI (Non-Resident Indian) deposits, measures to
encourage foreign investment into government bonds, expanded access to government
securities, and steps to accelerate export-related FX inflows, helping strengthen external
balances and investor confidence. The RBI raised its inflation forecast to 5.1% while

lowering growth expectations to 6.6%, reflecting energy cost volatility and potential
inflationary pressures.

Atthe same time, structural policy reforms and multi-year development priorities
continue to underpin the country’s long term growth outlook. The Union Budget

for FY2026-27 maintains a growth-supportive stance, with a sustained focus on
infrastructure investment, manufacturing expansion and supply-side improvements.
Continued public capital expenditure is expected to crowd in private investment,

strengthen productive capacity and supportjob creation, which in turn reinforces
domestic demand.

We believe measures aimed at enhancing manufacturing competitiveness and
supporting small and medium enterprises should further deepen the industrial base and
improve long-term growth potential. Supportive financial measures, including Foreign
Currency Non-Resident (FCNR) deposit policies, are also likely to continue attracting
stable foreign currency inflows, helping strengthen external balances and enhance
macroeconomic resilience. These inflows may also help provide currency stability and

buffer against periods of external volatility, particularly in an environment of uneven
global capital flows.
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Earningsrecovery andimproved valuation support outlook

From a market perspective, the recent consolidation has improved the valuation
backdrop, resulting in a more balanced risk-reward profile for long-term investors.
Earnings growth is expected to normalise to around 16% in 20262, while earnings
momentum remains broadly stable with consensus forecasting profit growth of roughly
4% quarter-on-quarter®.

Importantly, earnings visibility remains relatively strong in domestically oriented sectors,
supported by resilient demand conditions and stable margin profiles. This could provide
adegree of support to broader market performance even as global uncertainties persist.

Market outlook for the second half

Looking ahead, Indian equities are likely to remain sensitive to global developments and
cross-border flows, although we’ve recently seen that market conditions have begun to
stabilize. In this environment, we continue to favour companies with sustainable long-
term growth prospects, strong pricing power and resilient business models that can
navigate input cost pressures while protecting margins.

We continue to favour three structural drivers that we believe could sustain India’s
long-term growth trajectory: financial transformation through digitalization and deeper
capital markets, resilient domestic consumption supported by favourable demographics
and rising incomes, and a manufacturing renaissance driven by government incentives
and global supply-chain diversification.

Interms of sectors, we see growth potential in data centers. India’s data center capacity
is expected to grow rapidly, from 1.3 GW in FY2025t010.5 GW in FY20315, driven by data
localization requirements, 5G adoption, cloud computing, and accelerating Al demand
(Figure 2). Over US$30 billion of investment is expected to flow into India’s data center
ecosystem by 2030, supported by hyperscalers, institutional capital, and government
initiatives to build the digital backbone of India’s trillion-dollar digital economy.®

Figure 2: India data center capacity expected to step upto10.5GW by F31e
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Ibid.
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Risks to monitor

That said, volatility may re-emerge intermittently. A renewed bout of global risk aversion,
whether driven by geopolitics, shifts in global growth expectations or tighter financial
conditions, could weigh on sentiment and revive foreign outflows, which have already
been aninfluence on near term market moves. In particular, arenewed rise in energy
prices, should geopolitical disruptions persist, could increase inflationary pressures,
widen the current account deficit and place pressure on the rupee.

Overall, India’s long-term investment case remains supported by policy reform,
improving competitiveness and a large domestic demand base. While near-term volatility
might persist, the recent correction has brought valuations to more reasonable levels,
potentially offering a more attractive entry point for long-terminvestors, particularly in
sectors with visible earnings and structural growth drivers.
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Investmentrisks
The value of investments and any income will fluctuate (this may partly be the result of
exchange rate fluctuations) and investors may not get back the fullamount invested.
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Restrictions ondistribution

Australia

This document has been prepared only for those persons to whom Invesco has providedit. It should not
berelied upon by anyone else. Information contained in this document may not have been prepared or
tailored for an Australian audience and does not constitute an offer of a financial product in Australia. You
may only reproduce, circulate and use this document (or any part of it) with the consent of Invesco.

Theinformationinthis document has been prepared without taking into accountany investor’s
investment objectives, financial situation or particular needs. Before acting on the information the
investor should consider its appropriateness having regard to their investment objectives, financial
situationand needs.

You should note that this information:

+ may containreferences to dollaramounts which are not Australian dollars;

+ may containfinancialinformation whichis not prepared inaccordance with Australian law or practices;

« may notaddress risks associated with investmentin foreign currency denominated investments;

+ anddoes notaddress Australian taxissues.

+ Issuedin Australia by Invesco Australia Limited (ABN 48 001693 232), Level 26, 333 Collins Street,
Melbourne, Victoria, 3000, Australia which holds an Australian Financial Services Licence number
239916.

Canada
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only, does not constitute investment, tax or legal advice and should not be relied on as such. Thisis not
tobe construed as an offer to buy or sell any financial instruments and should not be relied upon as the
sole factorinaninvestment making decision. As with allinvestments there are associated inherent
risks. Please obtain and review all financial material carefully before investing. All material presented is
compiled fromsources believed to be reliable and current, but accuracy cannot be guaranteed.

+ IssuedinCanadaby Invesco CanadaLtd., 16 York Street, Suite 1200, Toronto, Ontario, M5J OE6.

Furtherinformationis available using the contactdetails shown:

+ Issuedin Austria, Belgium, Denmark, Finland, France, Germany, Greece, Italy, the Netherlands,
Spain, Sweden, Luxembourg, Norway and Portugal by Invesco Management S.A., President
Building, 37A Avenue JF Kennedy, L-1855 Luxembourg, regulated by the Commission de Surveillance
du Secteur Financier, Luxembourg.

« Issuedin Switzerland and Liechtenstein by Invesco Asset Management (Schweiz) AG, Talacker 34,
8001 Zurich, Switzerland.

+ Issuedinthelsle of Man, Ireland, Jersey, Guernsey, Israel and the United Kingdom by Invesco Asset
Management Limited which is authorised and regulated by the Financial Conduct Authority. Invesco
Asset Management Ltd, Perpetual Park, Perpetual Park Drive, Henley-on-Thames, RG9 THH, UK.

+ Issuedin Dubaiby Invesco Asset Management Limited. Index Tower Level 6 -Unit 616, P.O. Box
506599, Al Mustagbal Street, DIFC, Dubai, United Arab Emirates. Regulated by the Dubai Financial
Services Authority.

Israel

This document may not be reproduced or used for any other purpose, nor be furnished toany

other person other than those to whom copies have been sent. Nothing in this document should be
considered investment advice orinvestment marketing as defined in the Regulation of Investment
Advice, Investment Marketing and Portfolio Management Law, 1995 (“the Investment Advice Law”).
Neither Invesco Ltd. Nor its subsidiaries are licensed under the Investment Advice Law, nor does it carry
theinsurance as required of alicensee thereunder.

HongKong
« Issuedin Hong Kong by Invesco Hong Kong Limited £ |B1& B &2 HBRAF], 45/F, Jardine House,
1Connaught Place, Central, Hong Kong.

Japan

+ IssuedinJapanby Invesco Asset Management (Japan) Limited, Roppongi Hills Mori Tower 14F, 6-10-1
Roppongi, Minato-ku, Tokyo 106-6114; Registration Number: The Director-General of Kanto Local
Finance Bureau (Kin-sho) 306; Member of the Investment Trusts Association, Japan and the Japan
Investment Advisers Association.
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+ Issuedin Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01Republic
Plaza, Singapore 048619.
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+ Issuedin Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-
045-066). Invesco Taiwan Limited is operated and managed independently.

United States

« Issuedinthe United States by Invesco Advisers, Inc., 1331 Spring Street, N.W., Suite 2500, Atlanta,
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