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Dear Investors, 

Financial year 2025 seems to be quite an eventful year with something or the other keeping investors on the edge of the seat every 

month not just in India but also the rest of the world. While April to June was dominated by local general elections in India, July was 

dominated by budget fears of increased capital gains tax. August onwards we had central bankers differing actions taking centre 

stage globally. While US Fed was in rate cut mode, we had the Japanese central bank increasing rates after decades and fueling 

fears of Yen carry-trade unwinding. However, in recent times the market volatility in Indian markets have been driven by three key 

factors which I believe could remain the near-term drivers for the markets. Let's look at each of these factors a little more in details 

to understand their implications on Indian markets. 

# Factor 1: China stimulus which could make China once more attractive for global investors
Chinese economy which has been seeing a steady decline in its economic activity since covid days, has been making all efforts to 

revive their growth but to no avail. Real estate crisis has been the biggest disasters there which has led to all around gloom among 

the locals. Government in a bid to revive the sentiments have done some aggressive policy announcements in September’24 as 

follows with an objective to give an immediate boost to the sentiments and domestic consumption there in China:

• Reducing the bank reserve requirements by 50 bps

• Reducing the 1-year medium term lending facility rate by 30 bps

• Reducing the 7-day reverse repurchase rate by 20 bps

• Issuing $1.4 trillion extra debt to refinance local govt bonds and also approve purchase of idle local land and property

The immediate market reaction to all these major policy announcements was positive, with the Shanghai composite index 

witnessing significant gains in the month of Oct’24. Whether these can be sustained over time will primarily depend on whether the 

targeted objectives, i.e., resumption in consumption and growth, will be achieved or not. In that regard, a study of similar policy 

measures in the past and the corresponding movement of the Shanghai composite index in the short-term (6-months), medium-

term (1-year), and long-term (2-years and above) could be interesting.

Not surprisingly, considering that such measures take some time to percolate into the economy and engender the desired benefits, 

their impact on the market is usually more short-term in nature as can be seen from above. Over the longer term, structural factors 

hold more sway, and we would have to see how the recent policy measures impact the economy in the medium to long term. We 

believe the FII outflows are more hedge fund money looking for short term trading opportunities and not long-term investors.  

Past Chinese stimulus 
measures and its 
impact on equity 
markets in China 
don’t give the 
confidence that 
current one would 
have any meaningful 
impact either

“Your success as an investor will be determined by how you respond 
to punctuated moments of terror, not the years spent on cruise 
control” – Morgan Housel

After decades of 
above par growth in 
China, the economy 
seems to be plagued 
with overcapacity 
and underutilisation

Year 
Macro 

environment
Measures announced Short-term

Medium
-term

Long-term

2019
Trade war & 

Economic 
slowdown

- Cut the top tier of the value-added tax (VAT) rate to 13% from 16%
- Increased the personal income tax threshold and allowed more pre-
tax deductions
- Total tax cuts amounted to 2.3 trillion yuan (US$324 billion) in 2019

20.8% 23.3% 35.3%

2020
Covid 19 

Pandemic 
stimulus

- Fiscal stimulus of around 4% of GDP, US$ 506 billion 
- China's State Council called on banks to sacrifice 1.5 trillion yuan   
(US$212 billion) in profits in 2020 to finance cheap loans to 
companies as a way to offset the economic fallout 
- China’s central bank had temporarily purchased 40% of unsecured 
loans made to small and medium-sized firms from select local banks, 
using 400 billion yuan (US$56 billion). 

20.0% 23.9% 18.6%

2022
Economic 

Stabilisation 
Policies

- More targeted infrastructure investments
- Central bank interest rate cuts and additional RRR cuts
- Tax rebates for businesses and extended fiscal support for struggling 
sectors.

-6.4% -14.9% -8.1%

2023
Targeted 
Stimulus

- Increased fiscal spending on infrastructure projects 
- Incentives to boost consumer spending, particularly in auto and 
household appliances
- Cuts to key policy rates to spur lending
- Relaxation of real estate purchasing & borrowing limits.

-9.5% -6.9% -
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Q2FY25 is turning out 
to be the worst 
earnings quarter 
since the Covid 
bottom

# Factor 2: Earnings weakness in Q2FY25 and expectations in H2FY25
With nearly 80-90% of the listed companies having reported their earnings so far, there has been more disappointments than 

positive surprises. Earnings of the Nifty-50 companies that have declared results so far have been flat YoY (vs. est. of +2% YoY). 

Q2FY25 was anyways expected to be a weak quarter due to base effect, election effect and also overall weakness in domestic 

consumption and infrastructure activity. However, it seems to be turning out to be the worst quarter in last four years since the 

covid bottom regarding growth in topline and bottom-line. In fact nearly 60% of the companies which have reported results so far 

have seen earnings downgrades. The aggregate performance was hit by a sharp drag from global commodities. Excluding Metals 

and Oil & Gas, Nifty clocked 11% earnings growth vs. expectations of 10% growth. The modest earnings growth was driven once 

again by BFSI, with positive contributions from Technology, Real Estate, Utilities, Telecom and Healthcare. Conversely, earnings 

growth was weighed down by global cyclicals, such as Oil & Gas (OMC’s profit plunged 92% YoY), which saw a dip of 58% YoY, 

along with Metals (-28% YoY), Cement (-41% YoY), Chemicals (-23% YoY), and Consumer (+3%).

One major trend seen in all management commentary in this quarter was that the second half of the financial year (H2FY25) 

would be much better than the first half as the first half had elections and historically elections lead to infra and project delays 

across the economy. Among the consumer facing companies from Autos to Consumer staples and discretionary companies, Q3 is 

of major importance due to concentration of the festive and wedding season and hence lot of improvement in the numbers could 

be seen in the next two quarters. In the capital goods sector most companies have indicated that 2HFY25 will see an uptick in 

revenues and order inflows following the state elections and they have maintained their full year growth targets. Cement 

companies expect profitability to improve in 2HFY25, led by positive operating leverage, favorable fuel prices, and cost-saving 

initiatives. Even in Pharma and healthcare space we expect earnings growth momentum to sustain in the coming quarters, led by 

ongoing niche launches and improved operating leverage.

# Factor 3: Impact of US Presidential election outcome
In the rup up to the US elections, markets were anxious regarding the outcome though the opinion polls consistently showed the 

return of Mr Donald Trump to the Whitehouse. As Donald Trump prepares to begin his second innings at the White House, stock 

markets worldwide are already feeling the ripple effect. Investors are closely watching the potential implications of his return, 

with some sectors rallying in anticipation of his pro-business policies, while others brace for uncertainty amid his controversial 

economic strategies. Based on protectionism, tariffs, corporate tax cuts, increased infrastructure spending, deregulation, 

immigration control and strengthening local manufacturing, Trumponomics aims at fostering economic growth, raising incomes 

and creating more American jobs. But critics say these could stoke inflation, add to fiscal deficit and favour the rich citizens. 

Let’s look at what could be some of the positive and negative impact for India under the second term of Mr Donald Trump.

BRIGHTER SIDE: 

• Commodity prices under check – Trump’s push for fossil fuels and tariffs on China could slow down Chinese growth further 

and keep commodity prices lower. India being a net commodity importing country, mainly crude oil, could benefit from the 

same as the import bill would be lower. Also as the nation continues capex building, lower metal prices could also keep project 

costs under check. 

• Boost to Indian manufacturing and exports – Trump has repeatedly highlighted about higher import tariffs on Chinese goods 

and relatively lower tariffs on other countries including India. This could make Indian manufacturing more competitive relative 

to Chinese goods in the US Markets. Sectors like auto ancillaries, solar panels, chemicals, pharma API, etc could benefit. With 

improving US and India trade relations, this can potentially drive strong exports of electronics goods from India, which are 

quite low today. Potentially any exports of mobiles, RACs, PCBAs could be positive for Indian companies. 

• Geopolitical tensions could ease – If global conflicts are resolved under his administration, it could ease supply chain 

challenges, benefiting Indian companies. Trump’s focus on US manufacturing and military strength may also indirectly support 

Indian players and their JVs with US defense companies. 

• Boost for Indian IT companies and GCC work – Indian IT sector growth primarily depends on i) how much AI LLM application 

work will come to us; ii) increase in IT Budgets of US Inc. as Presidential uncertainty is removed and iii)  Fed rate cut impact on 

growth. The relatively less important direct effects of potential US policy changes are: Reduced Corporate Tax + Make-in-

America (to help loosen US IT budgets). US Tax cuts would help Indian IT subsidiaries, US Banking recovery to help and any 

tightening of Visa restrictions may not affect our IT companies as they are more localized now than 5 years back. 

Elections during 
Q1FY25 impacted 
the infrastructure 
and capex activity 
for 3-5 months 
which is resulting in 
all round weakness

There seems to be 
more structural 
positives under the 
new regime of Mr 
Trump and we 
would want to wait 
and watch how 
things play out
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Tariffs has been the 
biggest concern 
under Mr Trump and 
that remains a 
overhang now for 
globalization 

DARKER SIDE: 

• Tariffs galore to come – Looking at the past term of Mr Trump and his election speeches in this year, its very clear that trade 

and tariffs would be the key narrative to look out for. In the past the US has chosen the countries it tariffs based on whom it 

has the largest trade deficit with. In the EM space, after China, Mexico and Vietnam, India comes next in the order of its goods 

trade deficit size. If one were to add services to it, the deficit would only get larger. However, with the incoming President 

Trump's narrative reportedly focusing more on China-tariffs, how India gets impacted we will have to wait and watch. Its tariff 

increases are apparently based on 3 considerations, i.e trade balances, currency manipulation & China threat to security. India 

comes mostly in the 2nd category; hence it is possible that some negotiations will occur about mutual tariffs on specified items 

rather than a blanket increase and a tariff war as it could be for China. 

• Rupee depreciation – Any tariff increases by US (India being categorized as “currency manipulator”) could lead to global 

competitive currency devaluation. This is a worry for our macro as well as our US exports. Also, with growth picking up in US 

economy and more focus on domestic manufacturing in US, we could see continued FII outflow from India and other EMs and 

that would flow back to the US market. This could add further pressure on the Rupee. 

Current Portfolio Construct & Performance
This portfolio is designed to offer a balanced investment strategy that blends high-growth opportunities with a solid risk profile. 

Primarily biased towards large-cap stocks, the portfolio allocates the majority of its assets to well-established companies with 

strong market positions. Around 15% is exposure to mid-cap stocks, while the remaining portion is invested in small-cap stocks to 

capture higher growth potential. This approach provides investors with a mix of stability, growth, and upside potential.

Large-cap stocks form the core of this portfolio, offering stability through well-established businesses with strong market shares, 

brand recognition and the strong balance sheets to navigate economic cycles. Their financial strength allows them to weather 

downturns and capitalize on growth opportunities, making them a solid foundation for long-term growth. 

The allocation to mid-cap stocks serves as a bridge between stability and growth. Mid-cap companies, generally are more agile 

and often positioned for faster growth. These firms tend to have higher growth rates than large-caps and are well-placed to take 

advantage of emerging trends and innovations. 

Small-cap stocks, making up the remainder of the portfolio, offer the highest growth potential. These companies, often in early 

stages of development, can deliver substantial returns during periods of economic expansion or market optimism. While small-

cap stocks are inherently riskier, their growth potential in emerging industries provides an opportunity for investors to capture 

significant gains, particularly in sectors like technology, biotech, and consumer goods.

Diversification across sectors is another key component of the strategy. By spreading investments across technology, healthcare, 

consumer goods, industrials, and financial services, the portfolio reduces risk and ensures consistent performance across various 

economic cycles. This sectoral diversification helps mitigate the impact of downturns in any single industry while capturing growth 

opportunities in diverse areas of the economy.

Overall, this portfolio combines large-cap stability with mid- and small-cap growth, high earnings potential, and a diversified 

sectoral approach to offer investors long-term capital appreciation, consistent returns, and manageable risk.

Consistent 
outperformance 
over benchmark 
remains key focus 
area for the 
portfolio in all 
market conditions

As on 31st Nov ‘24
1 

month

3 

months

6 

months
1 Year 2 Years 3 Years 5 Years 10 Years

SI

12 Oct ‘07

Quest Flagship PMS 1.86 1.50 19.34 44.15 26.57 17.27 21.57 15.60 17.56

BSE 500 TRI 0.06 (4.44) 7.87 27.01 20.01 16.83 19.56 13.96 11.19

Month Ended Large cap Midcap Small cap Cash

Nov’ 2024 46.9% 14.1% 37.8% 1.2%
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Current Sectoral Allocation

The investments span across multiple sectors, including financials, consumer goods, healthcare, industrials, real estate, 

infrastructure, capex oriented and technology, ensuring diversified exposure to India's evolving economic landscape. This 

approach is designed to capture the ongoing economic transformation, powered by strong domestic consumption, infrastructure 

development, and the digitalization of key industries.

Key Themes Driving the Portfolio

1. Consumer and Lifestyle Changes:

Portfolio has exposure to consumption-driven businesses including platforms, to capitalize on India’s growing middle class, 

rising disposable income, rising aspirations and shifting consumer preferences towards discretionary spending & 

convenience. 

2. Financials: Stability and Growth

With an allocation to the financial sector, the portfolio benefits from the robust growth prospects of India’s financial system 

by capitalizing on India’s economic growth, increasing credit demand, rising financial inclusion led by increasing awareness 

and meeting the aspirations of home ownership especially at the affordable end. These private-sector lending businesses 

have a track record of strong asset quality, superior underwriting and efficient operations resulting in sustainable track of 

profitability and growth. . 

Consumer and 
Lifestyle Changes, 
Financials and Real 
Estate and 
Infrastructure 
Development 
remain the key 
areas.

Key Sectors Allocation (%)

Private Banks 15.10%

Platforms 9.80%

Real Estate 7.80%

Pharma 7.60%

Retail 7.30%

Speciality Chemicals 5.50%

Hospitality 4.50%

Industrials - Automation 4.10%

IT services 3.90%

Life Sciences 3.80%

IT products 3.60%

Capital Goods 3.30%

Infrastructure 3.10%

Cement 2.60%

Consumer Durables 2.60%

Telecom 2.60%

Industrials - Bearings 2.50%

Housing Finance 2.10%

Insurance 2.10%

Building Materials 1.30%

Logistics 1.30%

Packaging 0.90%

Others 1.40%

Cash 1.20%
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3. Real Estate and Infrastructure Development

Real estate and infrastructure development are significant components of this portfolio, as these companies are positioned 

to benefit from India's rapid urbanization, growing demand for housing, and infrastructure expansion. Real estate in India is 

still micro market driven & our portfolio companies are driven by bottom up stock selection of micro markets which we 

believe provide a better growth prospects. Key building material suppliers for real estate also forms a core part of the 

portfolio as a PAN India play. Companies in portfolio also focuses on infrastructure projects, benefiting from government 

spending in transportation, energy, and urban development both in India & outside India. 

4. Industrial and Manufacturing Leadership

The industrial and manufacturing leadership segment focuses on companies driving India’s industrial expansion. These firms 

specialize in electrification, automation, and robotics, benefiting from the shift to smart manufacturing and sustainable 

energy. Additionally, the portfolio includes companies providing critical process equipment to pharma & chemical industry. 

Portfolio has allocation to bearings and lubrication solutions, industrial machinery, automotive sectors and mechanical 

power transmission all of which are poised to capitalize on India’s increasing infrastructure development and manufacturing 

& automative activity. 

5. Pharmaceuticals, Healthcare and CDMO

Exposure to companies that will benefit from India’s role as a global leader in pharmaceutical manufacturing and the 

growing demand for healthcare services. The healthcare exposure, benefiting from rising healthcare awareness, demand 

for pharmaceuticals, and the increasing adoption of advanced medical treatments alongside growth from the rapidly 

expanding pharmaceutical and life sciences market.

6. IT Services & Products

Technology exposure of the portfolio is positioned to benefit from global digital transformation trends, such as cloud 

computing, artificial intelligence, and cybersecurity as well as rising demand for digital banking and financial services 

infrastructure as well other segments across geographies.

Portfolio Strategy and Risk Management

The portfolio is notably large-cap biased, focusing on companies with strong market positions, solid balance sheets, and 

established track records of profitability and growth. This approach ensures stability and mitigates risks typically associated with 

smaller companies. The large-cap stocks in the portfolio are well-established, with the ability to weather market volatility and 

capitalize on growth opportunities over the long term.

Moreover, the portfolio maintains diversification across both defensive and cyclical sectors. While large-cap companies across 

Financials, IT services provide stability and consistent growth, cyclical sectors such as real estate and infrastructure offer 

additional growth potential as India’s economy continues to expand.

Conclusion 

The portfolio's strategic focus on large-cap stocks ensures that it is positioned to deliver consistent returns, backed by robust 

business fundamentals and the growth potential of India’s evolving economy. By maintaining a diversified approach across high-

growth sectors such as financials, real estate, infrastructure, healthcare, technology, and industrials, the portfolio aims to capture 

the full spectrum of opportunities arising from India’s demographic trends, digital transformation, and infrastructure 

development. With a bias toward stability, quality, and growth, this portfolio offers investors a compelling opportunity to 

participate in India’s dynamic economic growth while managing risk effectively.

Happy Investing!!

Team Quest 

Disclaimer:
The purpose of this Letter is to provide general information of the market and the house view of Quest Investment Advisors Pvt Ltd. to existing and prospective investors in a manner to assist them in understanding the market 
and equity products. The Letter is purely for information purposes and should not be construed to be investment recommendation/advice or an offer or solicitation of an offer to buy/sell any securities. This letter is for the 
personal information of the authorized recipient(s) and is not for public distribution and should not be reproduced or redistributed to any other person or in any form without prior permission of Quest Investment Advisors Pvt 
Ltd. While reasonable endeavors have been made to present reliable data in the communication, but Quest PMS does not guarantee the accuracy or completeness of the data in the same. Quest Investment Advisors Pvt Ltd or 
any of its connected persons including its subsidiaries or associates or partners or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information 
contained, views and opinions expressed in this Presentation. Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding 
future performance. Information, opinions and estimates contained in this Presentation reflect a judgment of its original date of publication by Quest Investment Advisors Pvt Ltd and are subject to change without notice. 

The performance comparison shown with peer strategies is just for illustration purpose and data has been taken from www.pmsbazaar.com and www.pms-aif.com which are available in public domain. The objective of showing 
the performance is merely for the benefit of the investors to provide them transparent information of strategy performances and where does Quest strategies stand vis-à-vis industry peers. 

This Letter is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability 
or use would be contrary to local law, regulation or which would subject Quest Investment Advisors Pvt Ltd and its affiliates to any registration or licensing requirement within such jurisdiction. The product described herein may 
or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this Report/Presentation may come are required to inform themselves of and to observe such restrictions.

This letter is qualified in its entirety by the Terms of Agreement and other related documents, copies of which will be provided to prospective investors. All investors must read the detailed Terms of Agreement including the Risk 
Factors and consult their tax advisors, before making any investment decision/contribution to be managed under the Portfolio Management Services offered by Quest Investment Advisory Pvt Ltd. 
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