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Executive Summary 23" April 2026

The last 2 years were defined by two dominant themes: Artificial Intelligence (Al) and Real
Assets. Since the release of ChatGPT in late 2022, often called the "iPhone moment" for Al,
generative Al has become the fastest-adopted technology in history, reaching nearly 40% of
Americans within just two years.

This surge was driven by its general-purpose nature, ease of use, and massive market excitement
regarding potential productivity gains.

The economic impact has been profound: -

» Infrastructure Demand: The "math-heavy" nature of Al models created an insatiable
demand for Graphics Processing Units (GPUs) and High Bandwidth Memory (HBM). Key
beneficiaries included NVIDIA (design), TSMC (manufacturing), and Samsung/SK Hynix
(memory).

» GDP Contribution: In the U.S., Al investment contributed roughly $250 billion to GDP. By Q4
2025, Al-related capital expenditure accounted for over 50% of the U.S.’s incremental GDP
growth.

» The Energy Shift: By late 2025, the primary bottleneck for Al shifted from chips to power. This
forced Big Tech companies to invest heavily in "off-grid" power, including nuclear plants (e.g.,
Microsoft and Three Mile Island) and massive solar/wind farms. Tech companies began
competing with industries for energy sourcing.

Over the past two years, global liquidity has been heavily concentrated in Al and Al-linked
themes, driving them to outperform broader markets worldwide.

Now the concernis: Is Al a bubble?

We do not know if it is a bubble. However, as of April 2026, the Al trade reached a level of
concentration that mirrors historical peaks. The top 10 tech companies in the S&P 500 now
represent ~41% of the index’s market cap, a level similar to that seen in the 1999 Dot-com
bubble and the Nifty Fifty era of the 1970s.

» Anthropic’s Valuation: Reportedly receiving offers at an $800 billion valuation despite an
expected annual revenue of only $30 billion (a ~26x Price-to-Sales ratio).

» The "AllBirds Pivot": A Californian footwear company saw its stock price surge 800%
intraday after simply announcing a pivot to becoming an Al company.

Three Plausible Scenarios for the Future of Al

» Upward Re-rating (20% Probability): Valuations are further justified by continued earnings
surprises and the highest-in-sector growth expectations.

» Sideways/Consolidation (35% Probability): A period where P/E de-rating continues while
earnings grow, leading to a "narrow market" where only those with high technical expertise
can pick individual winners (stock pickers market).
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Maturity/Moderation (45% Probability): The technology becomes commoditised. Pricing
power erodes as the cost per million tokens falls faster than volume increases (e.g., GPT-40
mini and DeepSeek V3 pricing). In this scenario, Big Tech risks over-leveraging its balance
sheets by spending most of its free cash flow on massive Al infrastructure.

Strategic Risks: Government and Cybersecurity

>

>

Governments have shifted from being passive observers to active participants, viewing Al as
atool for economic and military dominance.

This intervention, including the U.S. CHIPS Act and "Made in China 2025," is fragmenting the
global market into sovereign blocs.

Additionally, new models like Anthropic’s Mythos, which can detect systemic flaws in
banking code, have raised severe cybersecurity alarms, leading to government-restricted
releases.

The above-mentioned factors make an Al trade reversal seem plausible, which might be

beneficial for underperforming arenas, including India.

For the last 18 months, India has underperformed relative to Al-heavy markets like Taiwan and
South Korea because itlacked a direct "Al hardware" play. This led to India becoming the deepest
underweight market in a decade for global emerging market (EM) funds.

However, the case for a reversal toward India is strengthening:

» Valuation Moderation: Indian equity premiums relative to the MSCI EM have contracted
from a peak of 104% in late 2024 to roughly 50% (vs 7Y average of ~70%). Mid and small-
cap valuations have also rationalised.

» Superior Macros: India is projected to be the fastest-growing major economy, with 7.4%
GDP growth in FY26, supported by a young demographic (median age 28).

» Market Breadth: Unlike the concentrated Al trade, the Indian market opportunity spans
across Industrials, Financials, Consumption, Healthcare, Infrastructure, Digital, etc.,
enabling diversified portfolios with lower unsystematic risks.

Investment Implications —

We reiterate our optimism on the Infrastructure, Consumption, and Manufacturing (ICM)
framework

>

Infrastructure & Logistics — metals/mining/Rare earth elements, energy (grids, thermal,
OMCs, and infra build-out in roads and rail.

Consumption — New Age & Digital Consumer, Discretionary (premiumisation), QSR/F&B,
Healthcare (hospitals, CDMO, medical tourism), Tourism, and Consumer Durables.

Manufacturing — EMS (import substitution), Auto & Auto Ancillaries (domestic demand + EV),
Textiles (China+1 beneficiary), Speciality Chemicals (export recovery), Robotics/Automation,
and Defence indigenisation.
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Thematic Note - Global Al trade and its plausible reversal

Detailed Note —

Section 1 - Background to what happened over the last 2 years:

e Al and real assets were the exceptional outperformers
e While rest of the world underperformed due to liquidity outflows

If we look at CY24 & CY25 performance around the world, the GDP growth and equity market
performance is largely driven by two mega themes - a) Artificial Intelligence, and b) Real Assets
driven sectors. Countries and sectors in absence of artificial intelligence and real assets have
underperformed starkly.

Artificial Intelligence was the star performer of CY24 and CY25

In November 2022, OpenAl released ChatGPT. It was the "iPhone moment" for Al. Within
months, every tech giant and startup launched their respective generative Al models. Soon after
this, Al is widely considered the fastest-adopted technology in history, with generative Al usage
reaching nearly ~40% of Americans within two years of ChatGPT's launch.

The fast-paced adoption happened on the back of being general purpose technology, easy-to-
use interfaces, no need of technical knowledge, expectation of productivity gains, curiosity of
new technology, and market excitement of potential TAM.

This adoption led to demand for entire value chain of artificial intelligence and ancillary
industries. Lauch of various models created demand for computing power. These models are
essentially "math-heavy." To run that math, you need a Graphics Processing Unit (GPU).
Specifically, you need thousands of them working in a single "cluster." This created an overnight,
insatiable demand for high-end semiconductor chips.

Graphic

Al Models Data Centers Processing High Bandwidth

Eg. ChatGPT, Gemini, Enabled with Al Units (GPUs) Memory (HBM)
Claude,etc computing power

Eg. H100, Blackwell, etc

The demand for semiconductor chips increases the demand for whole ecosystem with chip
designing, GPU chip manufacturing, and memory chip manufacturing. Companies like
NVIDIA, TSMC, Samsung, SK Hynix among others become key beneficiaries of this demand.

o NVIDIA-The Designer - Designs the Graphic Processing Units (GPU)

e Samsung & SK Hynix - The Memory — Manufacture the High Bandwidth Memory chips

e Taiwan Semiconductor Manufacturing Company (TSMC) - The Foundry — Manufactures
the GPU using design from NVIDIA & Memory chips from Samsung or SK Hynix

As a result of this, all the companies, sectors, and countries which are related to Artificial
Intelligence showed remarkable growth.
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Global Stock Indices
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Source: Investing.com
According to Vanguard, since the emergence of ChatGPT in late 2022, Al investment has
contributed roughly $250 billion to U.S. GDP. As per the chart below, Al capex contributed to
>50% of US’ incremental GDP growth in Q4’25

Al-related investment impact on US GDP growth (%)
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Source: Bureau of Economic Analysis, Jefferies

Additionally, the Real Asset universe has performed exceptionally well

In addition to Artificial Intelligence, real asset universe has performed. There was meaningful
appreciation in precious metals, Gold & Silver, driven by dollar debasement theory, and hedging
macro uncertainty.

Alled computing created enormous demand for energy. By late 2025, the bottleneck shifted from
chips to plugs. Big Tech companies transformed into Energy Companies. Microsoft famously
signed a deal to restart the Three Mile Island nuclear plant. Amazon and Google began investing
heavily in massive solar/wind farms to create "off-grid" power for their Al clusters.

While, the rest of the world has grossly underperformed on the back of liquidity outflows

The world liquidity flowed majorly to Al and hard assets on the back of investment in energy for
Al and precious metals. While the liquidity was sucked out of the sectors and countries which
were not present in the above two themes.

India particularly underperformed in last 18 months on the back of narrative that India does not
have Al play. This has led to liquidity outflow from India to other countries which represent Al
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play. Over 1%t Jan 2024 to 20" Apr 2026, Indian NIFTY 50 delivered +12% vs Taiwanese TAIEX
+105%, South Korean KOSPI +134%, China (Hang Sang) +54% in their respective currencies.

In addition to absence of Al play, there were other concerns which led to Fll selling India. These
concerns were — Al might lead to mass unemployment in white collar IT services jobs which
historically being one of the largest employment sectors in the country. This will impact the
consumption in the economy which is the largest component of the GDP. All these narratives led
to a sell-off in the Indian equities by global investors.
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Section 2 - Given last 2Y out-performance of the Al theme, investors started asking:

e |[sthe Artificial Intelligence theme a bubble?
o \Why does Al command growth valuations?
e Why does it seem incrementally difficult for the Bull Case from current levels?

Is the Artificial Intelligence theme a bubble?

Honestly, we don’t know the answer. While we believe Al is real and it is here to stay. Historically,
A general-purpose technology (GPT) has been followed by the economy engaging in capital
deepening that requires significant upfront investment in the new tools. Following chart shows
number of years to peak for past technologies w.r.t their contribution to real GDP growth rate.

Change in share of GDP (percentage points)

Railroad peak, Auto manufacturing peak,
1.5 4yearsand 9 months X Syears

Qil and gas peak, ——a —
3years and ¢ months

Telecommunications peak,

&~ 5years and é months Post-WWII auto

manufacturing

~— Railroad
(1840s-1850s)

—— Telecommunications
—~ (1990s)

—— Oiland gas
~—— (1970s-1980s)

— Al
-05 T T T T T T T 1 (current)
0 1 2 3 4 5 b 7 8 ===~ Al forecast

Years from start of investment cycle

Notes: This chart shows the change in the total size of different investment cycles as a share of real GDP. The period starting points are: G1 1850 for railroad,
Q1 1946 for post-WWII auto manufacturing, Q1 1980 for oil and gas, Q2 1995 for telecommunications, and Q3 2022 for Al (current).

Sources: Vanguard calculations, based on data from the Bureau of Economic Analysis, as of October 31, 2025. Railroad data are sourced from

Pereira et al. (2014).

Historically, average of last 4 general purpose technology investment cycles has peaked in
4 years and 9 months. Given that we are already in 4™ year of Al investment cycle, we can’t
say when Al investment cycle will peak. While the concentration of top 10 Al companies in S&P
500 has reached record ~41% which is similar to historical concentration peaks over last 60
years. Additionally, market cap share is way higher than earnings share for top 10 constituents of
S&P 500 suggesting over representation vs earnings.

Historical concentration peaks

Concentration of Nifty Fifty in ‘70s, Japan in '80s, Tech in ‘00s, Al in 2020s Concentration of S&P 500 MCap & earnings
e Nifty Fifty, % S&P 500 wJapan, % MSCI ACWI 45%
- ——Tech & telecom, % S&P 500  ——Al Big 10, % S&P 500 - 10 largest companies 40%
.
45% g 44% “% i as share of S&P 500 total
0% o 35% )
35% 30% Market cap 32%
30%
25%
25%
20% 20%
15% 15% Earnings
10%
5% 10%

1985 1990 1995 2000 2005 2010 2015 2020 2025 2030
‘64 ‘68 ‘T2 '76 '80 '84 '88 '92 '96 '00 '04 '08 '12 16 '20 '24 ‘28 Earnings reflect consensus forward 12-month estimates.

0%
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Given the aforementioned data we try to present a debate around the bubble with the following
framework.

Why Al Commanded Growth Valuations?

Market has given growth valuations to Al theme companies in last 2-3 years with their valuation
multiple expanding. We believe following reasons led to the growth valuations for Al companies:

e Surprise earnings upside: NVIDIA repeatedly beat earnings expectations by wide
margins

e  Growth beyond predictability: TAM expansion was genuinely hard to model

¢ High barriers to entry: Technology IP, Hardware stack, Talent, and data moat

e Relative attractiveness: Nothing else in global markets was as compelling as Al theme

Why does it seem incrementally difficult for the Bull Case from current levels?

A. Entry valuations are stretched — Growth adjusted valuation looks expensive

The last two years’ performance has been robust for Al theme companies. While lot of
expectations already built into the current market prices of these companies.

Artificial Intelligence Architecture has three layers:

The Brain The infrastructure The Application
Al Models (LLMs) Data Centres Corporate use-case
(ChatGPT, Gemini, Claude, etc) (GPUs and Memory Chips) (Custom Small Language Models)

Large part of performance of Al companies was linked to Al infrastructure layer companies -
NVIDIA, TSMC, Samsung. These companies are backed by strong fundamentals with earnings of
these companies having grown meaningfully.

While earnings for AILLM model companies are yet to pick up, the current adoptionis largely B2C
which is majorly running on freemium model. Large earnings to justify the return on investments
by Al companies will come from B2B business. B2B business is largely driven by corporate use-
cases with the help of creating customized small language models on the corporate data.

Thereis lot of noise around Al in the first two layers — a) the brain, b) the infrastructure. While third
layer is yet to pick up. This makes the current valuation stretched as we don’t know how the B2B
implementation will be and subsequently what kind of return on investment will be generated.

B. Froth in the Al market is visible across companies:

Anthropic, the owner of Claude Al, raised $30 Bn at a $380 Bn valuation P/S at 12.67x. In April-26,
Anthropic has received offers which values the company at ~$800 Bn - Implying a P/S ratio at 26x.

Another incident happened in mid-April 2026 with US listed company — AllBirds inc. It is an
American footwear manufacturer known for its sneakers made from Merino wool. In exchange
filling the company said it has decided to pivot from a shoe maker to an Al company. The pivot
from sneakers to Al pushed the stock price up 800% intraday with finally settling with 580% single
day gain.
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Section 3 - With the aforementioned context, there are 3 plausible scenarios for the
Al sector moving forward:

1. Scenario 1(20% probability): Upward re-rating of Al valuations

2. Scenario 2 (35% probability): Sideways/Consolidation phase to occur

3. Scenario 3 (45% probability): Maturity/Moderation Phase - Commoditization
of Al

1) Scenario 1(20% probability): Upward re-rating of Al valuations.

a) In this scenario, we expect Al valuations to be justified, and even increase further.
Comparing peak valuations of the largest Tech companies now v/s back in the 1999

Dot.com bubble shows we aren’t there yet. (Refer to table on the left below)

1999 - Dot Com bubble Now

Information Technology 24% 28%
mpany Nam TTM P/E mpany Nam TTM P/E
CP pany Name En pany Name Materials 5% 22%
Cisco 97 Broadcom 78 Industrials 8% 15%
Oracle 92 NVIDIA 41 S&P 500 12% 15%
Sun Microsystems 75 Amazon 35 Communication Services 18% 12%
N Consumer Discretionary 6% 11%
Microsoft 66 Apple 35 Utilities 7% 10%
Dell 50 Alphabet 29 Financials 14% 10%
Lucent 48 Meta 29 Health Care 12% 9%
. Consumer Staples 0% 7%
Intel 31 Microsoft 27 Real Estate 3% 5%
Energy -10% 5%
Source: FactSet, Fidelity Investments, Yahoo Finance Source: Fidelity Investments, FactSet

b) Earnings expectations forthe Technology sectoris highest in S&P 500 (Refer to the table

on the right above)

2) Scenario 2 (35% Probability): Sideways/Consolidation Phase to occur

a) Al companies’ valuations are already at Trillions of dollars. The Mag 7 being Al and tech-

heavy have contributed to majority of the S&P 500’s returns over the past few years

Returns S&P 500 Mag7 S&P 493 Mag 7 share Asset YTD Return (%) Sector YTD Return (%)

2021 27%  40% 23% 33% S&P 500 0.7 Energy 27.6
2022 -19% -40%  -12% 56% Meta -1.0 Materials 17.4
2023 24% 76% 11% 63% GOOGL -2.1 Industrials 15.3
2024 23% 48% 14% 55% NVDA -2.2 Cons. Staples 14.2

2025 16% 23% 13% 46% AAPL -2.5 Utilities 11
2026 -5% 11% 1% 83% AMZN -9.7 Real Estate 8.9
TSLA -10.3 Health Care 2.4

Source: JP Morgan Guide to Markets MSFT 17.4 S&P 500 0.7
l Comm. Services 0.1

IT 0.1

- Cons. Disc 0.1

Al Trade reversal already

Financials 0.1

panning out in the US?

Source: IKIGAI Asset Managers
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b) P/E de-rating continues while earnings grow. Here, winners and losers start diverging
—resulting a narrow market over broad basing. Picking winners in this scenariowill require

high technical expertise of the full technology stack. NVIDIA’s CEO has defined the Al

stack very well:
Al Stack
NVIDIA
Energy
160 40%
140 30%
120 :
100 20% Chips
80 10%
40 Infrastructure
20 -10%
0 P/E De-rating is well underway -20%

Models (LLMs)

E Ratio (LHS) Application

c) Consensus beliefisthat US is far ahead of Chinain Al, while data suggests otherwise

Jun-21
Oct-21
Jun-22

Oct-22
Jun-23

Oct-23
Jun-24

Oct-20
Feb-21
Feb-22
Feb-23
Feb-24
Oct-24
Feb-25
Jun-25
Oct-25

Earnings Surprise % (RHS) —

T

Source: Macrotrends

Performance of top United States vs. Chinese models on the Arena
Source: Arena, 2026 | Chart: 2026 Al Index report

claude-opus-4-6
1,500 gemini-3-pro 1,503, top US model
dola-seed-2.0-preview
qwen3-235b-a22b-instruct-2507
1,400 ol-preview,
deepseek-r1
—_ gpt-4-0314
£
= 1,300
o
=)
=t glm-4-0520
9
= 1,200 )
] However, the 2026 Al index report by
<L q q a q
qwhn-1ab-chat Stanford University highlighted the gap
1100 between US and China model
performance is only 2.7% (with
Anthropic being the leader).
1,000
chatglm-6b

2023-May 2023-Sep 2024-Jan 2024-May 2024-Sep 2025-Jan 2025-May 2025-Sep 2026-Jan

*Arena Score refers to human-preference of Al models’ output in head-to-head comparisons.
Higher score means better
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Scenario 3 (45% Probability): Maturity/Moderation Phase - Commoditization of Al

Pricing power
erodes as
switching costs
fall

Investors de-rate
Al away from
growth multiples

Multiple
competitive
suppliers exist

Technology is

widely adopted

a) Altechnology becomes commoditized and competitively priced —this is already underway. If
this is true, China is likely to win the volume game by 2030 — however price per million
tokens is decreasing faster than volume is increasing

Hyperscaler Token Usage

Date Model _Price per 1M (in Quadrillions)
input tokens 670
Mar-23 GPT-4 $30.00
Nov-23 GPT-4 Turbo $10.00
220
175
May-24 GPT-40 $5.00 100
25 18 .
Jul-24 GPT-40 mini $0.15
2025 2030 Base Case 2030 Bull Case
Feb-25 DeepSeek V3 $0.07
USA mChina
Apr-25 Gemini Flash $0.10

b) Bigtech hasbeen increasingly using most of its Free cashflow for Capital expenditure to build
out Al infrastructure —running a risk of leveraging the balance sheet of Big-Tech, shifting away
from the historical asset-light model.

Free Cashflow-to-Capex Ratio

2.50

2.00

1.50

1.00

0.50 I

0.00 l -_ - .

Microsoft Alphabet Amazon Meta

-0.50

W 2023 w2024 w2025 m2026E

Source: Respective company filings and various news
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Section 4 - Government Imperatives and Cybersecurity risks
e Government Imperatives leading to interventions and ownership and

e Al posing as a major Cybersecurity risk

Government Imperatives

Governments are no longer passive observers of the Al race —they are active participants seeking

strategic control over the technology itself. The frame has shifted from regulation to ownership.

Particulars USA China
Approach Equit}/ stakes, procurement State.—directed Qevelopment,
lock-in, export controls no private/public boundary
. CHIPS Act, $52B domestic Made in China 2025, national
Key Action . . .
semiconductor funding Al champions
Goal Maintain frontier dominance, Full-stack indigenous
deny adversaries access capability by 2030

Source: Pravia Research

Governments think Al is too important to be left entirely to markets. Whoever (US or China)
controls the models, the chips, and the data infrastructure controls the economic and military

upper hand.

e Government intervention distorts commoditisation timelines
o Subsidised national champions can survive margin compression that would
bankrupt purely commercial competitors.
e Exportcontrols and data localisation mandates are fragmenting the global Al market into
sovereign blocs, meaning the winner-take-all scale economics that justify current

valuations may never fully materialise.
Cyber Security Risks

o The latest development of Anthropic’s release of Mythos - their latest model - triggered
an immediate response by the US government (Fed and Treasury) to hold a meeting with
all the US’ major banks to make sure their cybersecurity is intact.

e Thisis because Mythos held the capability to detect systemic flaws in operating systems
and base codes for major banking and technology-related operating systems — opening
the gateway for misuse if in the wrong hands.

e The modelstillisn’t released to the public due to its potential misuse
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Section 5 - Given all the above-mentioned factors, we believe if the Al reversal trade
were to happen - the liquidity might move to arenas which have underperformed due
to the absence in the Al trade. In light of this, we have looked at Indian markets:

e India has underperformed peers significantly
e |[ndian valuations have moderated

e Flls have moved out of India and towards the Al trade and related geographies

The Global Contrarian Case - Anti Al trade

India has underperformed peers significantly —

World Indices - 1 year performance %

191.6
200.0 Al and Resource rich nations
160.0
120.0
90.6
80.0 72.4
51.3 46.3
36.3
325 315
40.0 292,44
15.1
6.5 3'3
0.0
2 Q Q N Q N Q& ) @ ] J Qo
3 @ 2 v \) v & N O \) 3
%0‘\ «(g\v\ \‘DQ Q){b ‘bo?“ Q‘o é§>0 Q\é‘) O(\\ 0/\’0 < © . (c\% ] @
& X F S SR
G-’o & ] Q "Z}’ N4
SRS S E

Source - Morningstar Direct, Returns in respective currencies as on 21 April 2026

Globalindex dataindicate that economies tied to Al, Al infrastructure, and resource-rich markets
such as Brazil and Mexico have outperformed those that have not participated in these themes.

India did not participate meaningfully in the Al rally or the real assets surge on an absolute basis
relative to global peers. It was the economy with arguably the strongest structural growth case in
the world, yet for three years, it sat on the sidelines.
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Indian valuations have moderated -

India vs EMs Forward PE(x)

30 24.3 120%
25 104% 100%
21
P11
77% )
z BEETE Ul o
15 I P - 11.9 = 14 60%
50%
10 40%
5 20%
0 0%
B A A A I SN N,
0@ \0 OQ) \0 OQJ \\) QQ' \0 OQ) \\) \Q OQ) N ?‘Q&
Q
KA\
mmm MSCI India Fwd PE MSCI EM Fwd PE India premium Average

Source -MSCI

The forward P/E of the MSCI India Index stands at 21x, compared to 14x for the MSCI EM Index,
implying a premium of ~50%. This marks a significant contraction from the peak premium of
104% observed during July-September 2024.

MSCI India / MSCI EM Ratio

3.5
Mean reversion has occurred in the 3.1
ratio, following the recent correction 2.7
in Indian Equities.
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Source -MSCI
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Valuations of mid and small caps have rationalized -

Smallcap 250 premium to Nifty 50 (TTM PE)

250.00%
150.00%
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-50.00%
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Source - Nifty Indices, Pravia Research

Midcap 150 premium to Nifty 50 (TTM PE)
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60.32%
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Midcap 150 Average emm=+1SD emm—-1SD

Source - Nifty Indices, Pravia Research

The premium of the mid and small-cap indices relative to the Nifty 50 has reduced significantly
over the last 1.5 years.
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Fll Flows — Moved out of India to the Al Trade and Other Emerging Economies

FII/DII Flows (INR Cr)

1,50,000
1,00,000
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-50,000
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mmmm Net FIl (INR Cr) Net DIl (INR Cr) Net DIl + FIl (INR Cr)

Source - Trendlyne, Pravia Research

FPI weight to India vs MSCI EM (%) - Highest underweight
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Source — MSCI Indices, Pravia Research

This chart tracks the deviation of India's actual weight in EM funds versus its MSCI EM benchmark
weight. For nearly a decade (2016-2023), India commanded an overweight allocation — peaking
at ~4.5% above benchmark in 2018-19 - reflecting a structural "India premium" that global
allocators were willing to pay for quality, growth, and governance. This trend reversed in 2025
when India became the deepest underweight in a decade at -0.3% - below the average of 2.3%.
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Factors responsible for Fll selling -

» The Al Capital Supercycle Redirected EM Flows

©)

The 2024-25 Al infrastructure boom dramatically re-rated the EM technology
complex. Taiwan (TSMC), South Korea (SK Hynix, Samsung), and, to a lesser
extent, China's semiconductor ecosystem became the primary beneficiaries of
Al-linked hardware capex.

Global EM fund managers operating under benchmark constraints were
effectively forced to rotate: overweighting Al-leveraged EM names meant
underweighting India, which has negligible MSCI EM weight in semiconductors.

» China's Tactical Re-Rating Drew Incremental Flows

O

The DeepSeek moment in early 2025 and subsequent Chinese government
stimulus announcements triggered a sharp re-rating of Chinese equities from
deeply distressed levels.

Emerging market funds that had been underweight China began closing that gap,
and the source of funding was India, which was overweight and liquid.

» Valuations were higher relative to EMs

O
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MSCI India index traded at a 24x PE, which was a 100%+ premium over the MSCI
EM PE of 12x.

As earnings growth moderated, post FY25 and INR came under pressure, Fll
money fled out
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Section 6 - Despite Fll outflows and underperformance, India looks favourable as:

e India looks attractively poised to benefit from the Al trade reversal
e |[ndian macros look conducive

e Al narrative is shifting towards Software and Services

e |nvestmentimplications

India looks attractive — Poised to benefit from the Al Trade Reversal

Profit Pool % (MSCI India to MSCI ACWI)

2.0 India profit pool
15 expandingin
) proportion to global 1.0
1.0
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0.5
0.0
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Profit Pool % (MSCI India to MSCI ACWI) Average

Source - MSCI Indices, Pravia Research

Indian Macros look conducive -

indicator 1991 crisis Pre GFC Pre COVID Present

FY91 FY07 FY19 FY25 FY26E
Inflation (%) 14.6 6.7 3.4 4.6 25
Real GDP Growth (%) 55 8.1 6.5 6.5 7.4
CAD 3.0 1.0 21 0.6 1.0
Fiscal Deficit to GDP (%) 7.6 3.3 3.4 4.8 4.4
External Debt to GDP (%) 26.1 18.3 20.1 18.8 19.2*
FX Reserves (USD bn) 6 199 413 668 710
Corporate Leverage (%) NA 86.8 57.8 49.8 NA
Banks’ Net NPA (%) NA 1.0 3.7 0.5 0.5

Source: RBI, CMIE, IMF, NSO, KIE, Bloomberg, Ace Equity | Note: Based on old GDP series data. | * As on Sep-25 Fig.12
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GDP Growth - The Fastest Major Economy Reasonable Valuations

India is projected to grow at 7.6% (FY2026) and BENaASIONTCI{0galsTe IR VAL RVINE VL7 R (o] i d g SRS T
6.9% (FY2027) vs China’s 4.5% and the US’s [E{o[0RRF-RYile B[ ale [STgol g o) dnat-Talot- AT =T ud [aF M U] o IF=
1.9%. Now the world’s 4th-largest economy, itis [elelt=Tald =] M C\=TEF- 1M id I ddo o T=a (g Te T g (=101 €21 K5
set to become 3™ by 2031, offering a unique mix [EIale RRaA0) @ I N ==Y =W [F{ole Ul g e W s [ 1 (o] aA= 016!
of high growth and institutional depth. EM peers, valuations appear reasonable.

Demographic Dividend Market Breadth — Not a Single-Stock Story

[a¥e [0 o - d o T NIAVY/0] 1 (o ISR -V -5 AIRNYTo1 I I-£ET-5B  Unlike the concentrated Al trade, India’s

o] oS | EXd (oY s AV i s BN g CTe [ETaRET-L o) 22 MW MICISHIa M  opportunity spans Industrials, Financials,
China, 42 in Germany) and over 65% under 35 — efe]aE{tlagleld[e]o R Pharma & Healthcare,
NS [alnaErel o lTe Mo [CYaaleleig= o]l eR 1 (\ilale K Bl o] o olad[sf-8 Renewables & Infrastructure, and Digital/IT -
strong consumption and investment growth. enabling diversified portfolios with lower stock-
specific risk while retaining macro exposure.

The Al narrative shifting towards Software and Services -

Al infrastructure spending (chips, data centres, power) dominated 2024. The next phase - Al
software deployment, enterprise adoption, and managed services — is where India's IT services
complex (Infosys, TCS, HCL, Wipro) becomes a direct beneficiary. Indian IT is one of the few EM
sectors that benefits operationally from Al adoption, not just thematically. As global allocators
look for the "picks and shovels" of Al deployment, India's services exporters re-enter the
conversation.

Al pulled capital to hardware-intensive, and single-commodity-rich EMs. That trade is maturing.
Semiconductor stocks are richly valued. China's re-rating is priced in. The incremental dollar of
EM allocation in 2026 has fewer compelling alternatives than it did in 2024, and India, at its
cheapest relative positioning in a decade, is sitting at the front of the queue.

We believe that as the Al-driven trade unwinds, capitalis likely to rotate toward India and other
underperforming markets, with flows becoming more selective — targeting specific themes and
sectors rather than the broader market.
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Investment implications —

We continue to remain positive on the ICM Framework - Infrastructure, Consumption, and
Manufacturing.

Manufacturing (M)

EMS (Electronics Manufacturing
Services) — structural import
substitution play

Auto & Auto Ancillaries — domestic
demand + EV transition

Textiles — PLI beneficiary, China+1
opportunity

Specialty Chemicals — import
substitution, export-oriented recovery

Robotics, Automation & Productivity
enhancement —thematic allocation

Defence - indigenization, leadership
positions available

1
>L
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Disclaimer:

The information or material (including any attachment(s) hereto) (collectively, “Information”) contained
herein does not constitute an advice or an inducement to buy, sell or investin any securities. Recipients of
this information should not construe it to be investment advice unless and otherwise stated herein
expressly and conduct their own investigation and analysis. Pravia Investment Advisors Private Limited
(“Pravia”) may not have conducted any suitability analysis prior to dissemination of such information and
the recipient should therefore seek advice of their independent financial advisor prior to taking any
investment decision based on Information. No representation or warranty, express, implied or statutory,
is made as to accuracy, completeness or fairness of the contents and opinion contained herein. The
information can be no assurance that future results or events will be consistent with this Information. Any
decision or action taken by the recipient based on this Information shall be solely and entirely at the risk of
the recipient. The distribution of this Information in some jurisdictions may be restricted and/or prohibited
by law, and persons into whose possession this information comes should inform themselves about such
restriction and/or prohibition. Unauthorized disclosure, use, dissemination or copying (either whole or
partial) of this information, is prohibited. Pravia will not treat the recipient/user as a customer by virtue of
their receiving/using this report. Neither Pravia nor its affiliates, directors, employees, agents or
representatives, shall be responsible or liable in any manner, directly or indirectly, for the contents or any
errors or discrepancies herein or for any decisions or actions taken in reliance on the Information. The
person accessing this information agrees to hold Pravia or any of its affiliates or employees free and
harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this
Information. The Information contained herein is based on publicly available data or other sources
believed to be reliable and for the exclusive purpose of transactions to be carried out within the territorial
jurisdiction of India and all such transactions shall be governed by the laws in India. Pravia and/or its
affiliates and/or employees may have interests/positions, financial or otherwise in securities mentioned
here. Investmentin securities market are subject to market risks. Read all the related documents carefully
before investing.

Standard Warnings:

e Registration granted by SEBI, membership of BASL and certification from NISM in no way
guarantee performance of the intermediary or provide any assurance of returns to investors.

e The securities quoted are for illustration only and are not recommendatory.
Statutory Information:

e Pravia Investment Advisors Private Limited: CIN: U66309MH2025PTC451047; Regd Off
Address: 801, A-Wing 215 Atrium, CTS No 215, Andheri-Kurla Road, Andheri East, Chakala MIDC,
Mumbai - 400093; Contact: +91 9004139937

e Corporate Investment Adviser SEBI Registration no. INA000021322, Validity of Registration: Nov
04, 2025 - Perpetual. BSE Enlistment N0.2375,

e Principal Officer: Ms. Vaibhavi Shah (E-mail: info@pravia.in), Contact: +91 9004139937

e Compliance Officer and Grievances Redressal Officer: Ms. Nishma Desai (E-
mail: compliance@pravia.in) Contact: +91 9004139937

SEBI Regional Office: SEBI Bhavan, Plot No. C-4 A, G Block, Bandra Kurla Complex, Bandra East, Mumbai
400 051.
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