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MONTH GONE BY: VIEW ON ECONOMY & MARKETS 

In Feb’26, the Indian equity markets clocked their third consecutive 
month of decline, with the Nifty 50 index down by 0.56%. Increasing 
geopolitical tensions in the Middle East and the ongoing worries 
about AI led disruptions, overshadowed the positive trends in 
corporate earnings and developments on the trade deals between 
India and the European Union and the establishment of an interim 
trade framework with the US.  

Mid and Smallcap indices bucked the trend with the Nifty Midcap 150 
and Nifty Smallcap 250 indices up by 1.66% and 0.75% respectively.  

During the month, BSE Power Index, BSE Consumer Durables and 
BSE Healthcare sectors rose by 9.0%, 7.0% and 6.2% respectively.  
Among the top laggards, the BSE IT and BSE Realty declined by -18.7%, -0.6% respectively and BSE 
FMCG recorded a minor gain of 0.01%. 

BSE Indices 1M 3M 6M 1Y 
Power Index 9.0% 5.4% 9.0% 20.9% 
Consumer Durables  7.0% -4.3% -2.4% 11.8% 
Healthcare  6.2% -2.2% 0.7% 14.9% 
Capital Goods 5.7% 1.8% 7.7% 27.5% 
Oil & Gas 5.3% 4.9% 15.9% 31.1% 
Auto 4.9% 0.8% 11.2% 35.7% 
Metal 4.1% 18.5% 33.0% 44.4% 
Energy 3.0% 2.1% 12.2% 24.2% 
Bankex 1.6% 1.8% 13.5% 24.2% 
Telecommunication 0.02% -2.9% 7.1% 20.4% 
FMCG 0.01% -8.2% -9.1% 1.9% 
Realty -0.6% -13.5% -10.3% -2.0% 
IT -18.7% -18.0% -13.6% -18.9% 
BSE 500 0.4% -3.2% 2.9% 16.1% 

BSE index data – www.bseindia.com as on February 28, 2026 | FMCG – Fast Moving Consumer Goods 

Foreign Portfolio Investors (FPI) purchased USD 2bn of Indian equities in the secondary market until 
26th Feb 2026, while Domestic Institutional Investors (DIIs) acquired USD 4.2bn until 27th Feb 2026. 
The Indian rupee (INR) also appreciated against the US dollar by 1.1% (Rs.91 per USD) during the 
month. India’s Manufacturing PMI rose to a four month high of 56.9 in Feb’26 on the back of 
improving domestic demand, although export growth cooled down.  
 
On the policy front, in the Feb’26 meeting, RBI kept the policy repo rate unchanged at 5.25% and 
continued to be on a neutral stance.  
 

ANAND SHAH 
CIO – PMS & AIF  
 

Source – Kotak Monthly Wrap – Feb’26, Motilal Oswal – India Strategy Feb’26, Reuters,  
 
The Stock(s)/Sector(s) mentioned in this material do not constitute any recommendation of the same and the portfolios/Scheme may or may not have any 
future positions in these Stock(s)/Sector(s). Past performance may or may not sustain in future. 
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On the geopolitical scale, the market focus may now shift from Artificial Intelligence (AI) worries to 
oil supply disruptions.  The tensions in the Middle East could influence oil prices. Iran, possessing the 
world's sixth-largest oil reserves and ranking as the tenth-largest producer, plays a significant role 
in this dynamic. The Strait of Hormuz is critical in facilitating oil and product flows and liquefied 
natural gas (LNG). This vital passage faces the potential risk of sustained disruptions. 
 
For India, any sharp spike in oil prices may have implications on the current account deficit, fiscal 
deficit and inflation.  
 
India’s GDP Growth Continues to Stay Robust   
Quarterly real GDP growth in Q3FY26 was recorded at 7.8% YoY. Growth was driven by strong 
performance in industry at 9.5%, led by manufacturing at 13.3%, and services at 9.5%, particularly 
financial, real estate & professional services and trade-related segments, while agriculture lagged 
at 1.4%.  
PFCE grew faster than overall GDP as the benefits of GST rationalisation kicked in, particularly 
reflecting in indicators such as vehicle sales. PFCE remains the largest component of the GDP.  GFCF 
maintained its pace in Q3FY26 despite lower construction Gross Value Added(GVA). In Q3FY26, 
GFCF attained the second highest level in the last 9 quarters. Capital expenditure for 10MFY26 
period was at 76.9% of FY26RE, which is better than the attainment during the same period in last 
fiscal.  

Change % YoY  Q3FY25 Q1FY26 Q2FY26 Q3FY26 

GDP 7.4 6.7 8.4 7.8 

Private Final Consumption expenditure (PFCE) 6.0 9.2 8.0 8.7 
Government. Final Consumption expenditure. 
(GFCE) 7.6 5.8 6.6 4.7 

Gross Fixed Capital Formation (GFCF) 6.3 4.9 8.4 7.8 
Source – SBI Caps – India: Q3FY26 GDP Update 

 
Q3FY26 Earnings reflect Robust Growth 
Nifty-500 delivered strong double-digit earnings growth in Q3FY26, the highest in last eight 
quarters, supported by improved sectoral breadth and benefits of GST 2.0 flowing through select 
sectors despite continued geopolitical headwinds.  
 
Exhibit 1: Nifty 500 Earnings (YoY% Growth)  

 
Source – Motilal Oswal – India Strategy 
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Source – Kotak Monthly Wrap – Feb’26, Motilal Oswal – India Strategy Feb’26, Reuters 
RE – Revised Estimates  
The Stock(s)/Sector(s) mentioned in this material do not constitute any recommendation of the same and the portfolios/Scheme may or may not have any 
future positions in these Stock(s)/Sector(s). Past performance may or may not sustain in future. 
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In Q3FY26, small cap earnings delivery was better than the broader markets with a PAT growth of 
29% YoY, compared to 20% for mid-caps and 18% for large-caps. The positive performance was 
mainly driven by improving operating leverage, higher exposure to domestic cyclical sectors and 
faster earnings recovery across industrial and commodity linked businesses. In contrast, mid-caps 
saw relatively softer growth due to profit concentration in select stocks, while large-caps were 
weighted down by global facing sectors such as IT, pharma and energy. Overall, small-caps 
benefitted from the ongoing domestic capex cycle and improving demand conditions. 

Exhibit 2: Adjusted PAT Growth in Nifty 500 Companies 

 
Source – Motilal Oswal – India Strategy  

 
Rising trend for PAT to GDP  
All listed companies’ aggregate reported PAT stood at ~INR 18.5tn over the trailing 12 months, 
thereby resulting in the PAT/GDP ratio rising marginally to 5.3%. The rising trend of PAT to GDP in 
India reflects a strengthening corporate sector and improvement in economic conditions.  
 
Capital expenditure in sectors across infrastructure, power, manufacturing has been a key 
contributor to the PAT to GDP over the years. A similar trend is observed in the latest earnings 
results (Q3FY26), which indicate robust growth in capital expenditure (capex) and manufacturing 
sectors. This positive trend is driven by strong order inflows in the capital goods sector and healthy 
volume growth across industries. 
 
Additionally, the Union Budget for 2026–27 has placed a clear emphasis on infrastructure and 
defense-related capex, alongside initiatives aimed at bolstering manufacturing in critical sectors like 
semiconductors, electronics, rare earth products, chemicals, capital goods, and textiles.  

Exhibit 3: Rising Trend of PAT to GDP  

 
Source: I-Sec Research, Capitaline | Years mentioned above denotes Financial Year end. NSE 500 universe. 
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Going ahead 
 

The recent heightened geopolitical tensions in the Middle East have led to increased volatility in 
trade and oil prices. This region holds significant concentration of oil and gas supply and presents 
risk for global coal prices as overall energy stack prices increase. Whether the upside and volatility 
will sustain for long, depends on the length and severity of the conflict, and the fate of the Strait of 
Hormuz. The situation in this region remains a key monitorable.  

The recent trade agreements with the European Union and the United States are expected to 
alleviate some of the risks that have emerged from the external sector, particularly those associated 
with global inward-looking policies focused on import substitution. On the growth front, MoSPI 
1pegged real GDP growth for FY26 at 7.6% with GVA at 7.7%. The Advance Estimates suggest 
continuing growth momentum, driven by domestic factors amidst a challenging external 
environment and the inflationary pressures also staying benign.  

In the current environment, while global volatility persists, we continue to remain constructive on 
equities given the favourable domestic macro indicators and continue to maintain a disciplined 
bottom-up approach for stock selection.  

---------------------------------------------------------------------------------------------------------- 

Risk Factors & Disclaimers 

All data/information used in the preparation of this material is dated and may or may not be relevant any time after the issuance of this 
material. ICICI Prudential Asset Management Company Limited, (Investment Manager/ AMC/Portfolio Manager) takes no responsibility of 
updating any data/information in this material from time to time. The recipient of this material is solely responsible for any action taken 
based on this material. The information contained herein is meant solely for the benefit of the addressee and shall not be altered in any 
way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior 
written consent of the AMC. Past performance may or may not sustain in future. Further, the information contained herein should not be 
construed as forecast or promise. The recipient of this material is urged to read the offer documents and is advised to consult their own 
legal and tax consultants/advisors before making any investment in the products offered by the AMC. Investing in securities including 
equities, debt and derivatives involves certain risks and considerations associated generally with making investments in securities. The 
value of the investments may be affected generally by factors affecting financial markets, such as price and volume, volatility in interest 
rates, currency exchange rates, changes in regulatory and administrative policies of the Government or any other appropriate authority 
(including tax laws) or other political and economic developments. Consequently, there can be no assurance that the objective of the portfolio 
would be achieved. The value of the portfolio may fluctuate and can go up or down. Investors could lose some or all of their investment. The 
Company(s)/Stock(s)/Sector(s) mentioned in this material do not constitute any recommendation of the same and the portfolios/schemes 
may or may not have any future positions in these Company(s)/Stock(s)/Sector(s). All recipients of this material must before dealing and or 
transacting in any of the products referred to in this material must make their own investigation, seek appropriate professional advice and 
carefully read the offer documents. Actual results may differ materially from those suggested in this note due to risk or uncertainties 
associated with our expectations with respect to, but not limited to, exposure to market risks, general economic and political conditions in 
India and other countries globally, inflation, etc. The investors are not being offered any guaranteed or assured returns. There is no guarantee 
or assurance that such deals/investments will be executed by the AMC. In the preparation of the material contained in this document, the 
AMC has used information that is provided by its internal research and/or have been obtained from published sources and/or prepared by 
other parties. The AMC 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 "MAY", "WILL", "SHOULD", "EXPECT", 
"ANTICIPATE", "ESTIMATE", "INTEND", "CONTINUE" OR "BELIEVE” and similar expressions or variations of such expressions, that are 
“forward looking statements”. By their nature, all forward-looking statements involve risk and uncertainty. Any forward-looking statements 
contained in this document speak only as of the date on which they are made. The AMC (including its affiliates) and any of its directors, 
officers, employees and any other persons associated with this shall not be liable for any loss, damage of any nature, including but not 
limited to direct, indirect, punitive, special, exemplary, consequential, as also any loss of profit in any way arising from the use of this material 
in any manner whatsoever and shall not be liable for updating the document. In case of any inconsistency between this material and the 
offer documents/client agreement, the client agreement shall prevail.  

ICICI Prudential Alternate Investments is the brand that envelops Portfolio Management Services and Alternative Investment Funds and is 
managed by ICICI Prudential Asset Management Company Limited (IPAMC). 
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