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March 2026 has been a defining month in highlighting the increasingly complex nature of modern financial markets, 
where short-term volatility and long-term fundamentals often move on divergent paths. Against a backdrop of geopolit-
ical tensions, sharp commodity price movements, and fluctuating global capital flows, markets have exhibited height-
ened sensitivity to external triggers. Yet, beneath this surface-level turbulence, the broader economic and corporate 
landscape has remained relatively stable, reinforcing the importance of interpreting market movements with nuance 
and perspective.

What stands out in the current phase is that recent market corrections appear to be largely valuation-led rather than 
earnings-driven. Price adjustments have been influenced significantly by external factors such as rising crude oil pric-
es and sustained foreign institutional investor outflows, rather than any material deterioration in corporate performance 
or economic fundamentals. This distinction is critical. Historically, corrections driven by sentiment and liquidity tend to 
be temporary in nature, often paving the way for healthier and more sustainable market trends once stability returns.

At the same time, the divergence between different segments of the market has become more pronounced. Large-cap 
stocks have demonstrated relative resilience, supported by stronger balance sheets, consistent earnings visibility, and 
institutional preference. In contrast, midcap and smallcap segments have witnessed sharper corrections, reflecting 
both valuation excesses and their sensitivity to liquidity shifts. Such divergence is not unusual; rather, it is indicative 
of a natural rebalancing process, where capital gravitates toward quality and stability during periods of uncertainty.

From a fundamental standpoint, India’s economic backdrop continues to offer a reassuring counterbalance to global 
volatility. Growth projections remain robust, inflation is relatively contained, and policy stability provides a supportive 
framework for both businesses and investors. Corporate earnings across key sectors such as banking, infrastructure, 
and information technology continue to demonstrate resilience, supported by structural tailwinds and improving op-
erational efficiencies. These factors collectively reinforce the view that the broader market remains on a structurally 
sound footing, even as short-term fluctuations persist.

In this context, investor behavior becomes a critical determinant of outcomes. Periods of volatility often test conviction, 
leading to reactive decision-making that may not align with long-term objectives. It is precisely during such phases 
that a disciplined approach, grounded in careful analysis and strategic asset allocation—becomes most valuable. The 
integration of technical and fundamental perspectives allows investors to navigate both the timing and substance of 
market movements, enabling more informed and balanced decisions.

Importantly, corrections of the nature witnessed in March should not be viewed solely as risks but also as opportunities 
for recalibration. When valuations adjust without a corresponding decline in earnings potential, the long-term risk-re-
ward equation often improves. For investors with a structured approach and a long-term horizon, such phases can 
provide meaningful entry points into fundamentally strong businesses and sectors poised for growth.

Another noteworthy development in recent times has been the increasing role of domestic investors in providing market 
stability. The growing participation of domestic institutional investors and retail investors has helped absorb external 
shocks to a certain extent, reducing the market’s reliance on foreign capital. While foreign flows continue to influence 
short-term movements, this evolving dynamic adds a layer of resilience to the market structure over the longer term.
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Volatility, Liquidity Shifts, and Sectoral Rotation

March 2026 unfolded as a month marked by height-
ened volatility and rapidly shifting investor sentiment, 
driven largely by external macroeconomic develop-
ments rather than any fundamental deterioration in 
the domestic economy. What initially appeared to be 
a stable continuation of earlier trends quickly trans-
formed into a phase of uncertainty, as geopolitical 
tensions and a sharp surge in crude oil prices dis-
rupted global financial markets. This transition was 
particularly evident in emerging markets such as 
India, where the combined impact of foreign capital 
flows, currency movements, and commodity price 
fluctuations amplified market reactions.

Indian equity markets experienced a broad-based 
correction during the first half of the month, with 
benchmark indices declining by approximately
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One of the most defining features of March was the sharp and sudden movement in crude oil prices, which emerged 
as the dominant macroeconomic variable influencing market sentiment. Prices surged by nearly 45–60% within the 
month, briefly crossing the $110 per barrel mark, before correcting toward the $100–102 range by month-end. This 
surge had a cascading effect across markets, contributing to rising inflation expectations, increasing input cost pres-
sures for corporates, and triggering a broader risk-off sentiment among investors. For an import-dependent economy 
like India, elevated oil prices also raised concerns around the current account deficit and fiscal stability, further influ-
encing market behavior.

9–11% from their recent highs. The correction was more pronounced in the broader market, where midcap and small-
cap indices fell in the range of 12–18%, reflecting both elevated valuations and their higher sensitivity to liquidity 
conditions. However, the nature of this correction remained orderly, suggesting a valuation recalibration rather than 
panic-driven selling. As the month progressed, markets began to stabilize, supported by selective institutional buying 
and improving global cues toward the latter half.

At the same time, foreign institutional investor (FII) 
activity played a pivotal role in shaping market direc-
tion. March witnessed sustained outflows, with net 
selling estimated at approximately ₹55,000–₹60,000 
crore, contributing significantly to market weakness. 
These outflows not only exerted downward pressure 
on equity prices but also contributed to the deprecia-
tion of the Indian Rupee, which weakened toward the 
₹92–93 per USD range. The impact of these flows was 
particularly visible in midcap and smallcap stocks, 
where liquidity is more sensitive to foreign participa-
tion. However, domestic institutional investors (DIIs) 
provided a crucial counterbalance, absorbing part 
of the selling pressure and preventing a more severe 
market decline.



Despite these external pressures, the underlying 
macroeconomic environment in India remained no-
tably stable. Inflation stayed within a comfortable 
range of approximately 2.8%–3.2%, while growth 
expectations continued to hold firm in the 6.5%–
7% range. Monetary policy remained unchanged, 
with the central bank maintaining a neutral stance, 
thereby providing continuity and predictability in 
an otherwise uncertain environment. This diver-
gence between market volatility and macroeco-
nomic stability is a defining characteristic of the 
current phase, underscoring the fact that recent 
market movements are largely sentiment-driven 
rather than fundamentally driven.

Sectoral performance during March further reinforced the theme of capital rotation and selective resilience. Large-cap 
stocks, particularly in sectors such as banking and information technology, demonstrated relative strength, supported 
by strong earnings visibility and institutional preference. The banking sector continued to benefit from improving as-
set quality and steady credit growth, while IT companies gained from currency depreciation, which enhanced export 
competitiveness and supported margins. Similarly, energy stocks outperformed, driven by rising crude prices and 
improved realizations.

In contrast, consumption-oriented sectors and segments trading at higher valuation multiples faced increased pres-
sure. Rising input costs, particularly due to higher commodity prices, led to concerns around margin compression, 
while liquidity constraints contributed to sharper corrections in midcap and smallcap stocks. This divergence high-
lights a shift in investor preference toward quality, liquidity, and earnings visibility, a pattern typically observed during 
periods of heightened uncertainty.

Another important dimension of March’s market trends was the behavior of market breadth and volatility indicators. The 
advance-decline ratio remained skewed toward declines for a significant portion of the month, indicating broad-based 
weakness despite relative stability in headline indices. Volatility indices also spiked during the early phase of the cor-
rection, reflecting increased uncertainty and risk aversion among investors. However, as the month progressed, both 
breadth indicators and volatility levels began to stabilize, suggesting that the most intense phase of selling pressure 
had subsided.

From a valuation perspective, the correction led to a moderate compression in market multiples, particularly in seg-
ments that had previously traded at premium valuations. While large-cap valuations adjusted modestly, the correction 
in midcap and smallcap stocks was more pronounced, bringing valuations closer to historical averages. This adjust-
ment is significant, as it improves the risk-reward profile for long-term investors, especially in fundamentally strong 
companies that experienced price declines without a corresponding deterioration in earnings.

At a broader level, global markets exhibited similar patterns, with major indices experiencing sharp corrections fol-
lowed by partial recoveries. The strong linkage between commodity price movements and equity market performance 
reinforced the interconnected nature of global financial systems. However, the absence of any significant weakening 
in global growth indicators suggests that these movements are part of a short-term adjustment cycle rather than the 
onset of a prolonged downturn.

As March came to a close, markets showed early signs of stabilization, supported by easing oil prices, improved senti-
ment, and selective accumulation by institutional investors. While volatility remains elevated, the formation of technical 
support levels and the gradual return of buying interest indicate that markets may be transitioning into a phase of 
consolidation and base building.

Volatility, Liquidity Shifts, and Sectoral Rotation
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March 2026 serves as a reminder that financial markets are influenced as much by liquidity dynamics and external 
shocks as they are by underlying fundamentals. While short-term movements may appear disconnected from eco-
nomic realities, they often represent necessary phases of adjustment that restore balance between price and value.
 
In the current context, the evidence suggests that markets are undergoing a healthy recalibration within a broader 
growth trajectory, rather than entering a phase of structural weakness. For investors, this underscores the importance 
of maintaining a disciplined approach, focusing on long-term fundamentals while using periods of volatility as oppor-
tunities for strategic allocation.



6Profes March 2026

A Stable Core Despite Global Disturbances
March 2026 offered a compelling contrast between volatile financial markets and a relatively stable economic foun-
dation. While global uncertainties, particularly geopolitical tensions and sharp commodity price movements—created 
short-term disruptions, the underlying economic environment, especially in India, remained resilient.

Unlike previous cycles where volatility stemmed from weak fundamentals, the current phase reflects external shocks 
interacting with otherwise stable domestic conditions. This distinction is critical for investors, as it suggests that the 
broader economic trajectory remains intact despite temporary disruptions in sentiment.

Growth Momentum: India’s Structural Strength

ECONOMIC OUTLOOK

India continued to demonstrate strong growth momentum 
through March, with GDP projections for FY26 holding 
steady in the 6.5%–7% range, significantly outperforming 
the global average of approximately 2.5%–3%. This growth 
differential highlights India’s position as a structurally strong 
economy, supported by domestic demand rather than ex-
ternal dependencies. 

The strength of India’s growth lies in its composition. Con-
sumption remained steady, government capital expend-
iture continued to support infrastructure expansion, and 
the services sector sustained momentum. In contrast, 
economies showed signs of moderation, with growth driven more by stabilization than expansion. 
This divergence reinforces a key insight: India’s growth is internally driven and therefore more sustainable in 
uncertain global conditions.

Inflation: Comfort with Caution
Inflation trends during March further strengthened the case 
for economic stability. India’s consumer price inflation re-
mained contained within the 2.8%–3.2% range, comforta-
bly within the central bank’s target band. This marks a sig-
nificant shift from previous inflationary cycles and provides 
policymakers with greater flexibility. 

However, the broader global context remains less favora-
ble. Inflation across major economies continues to hover 
near 4%, driven by supply-side pressures and commodity 
volatility, particularly oil. The spike in crude prices during 
March briefly raised concerns about imported inflation in 
India, but the impact remained contained.

This creates an important dynamic: while global inflation 
remains a risk, India currently benefits from a relatively con-
trolled price environment, strengthening its macroeconom-
ic position.
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Monetary Policy: A Phase of Strategic Pause
March marked a continuation of the global shift toward 
monetary policy stability. After an extended period 
of rate hikes, central banks have largely adopted a 
pause-and-assess approach.

In India, the policy rate remained steady at approxi-
mately 5.25%, with the central bank maintaining a neu-
tral stance. This reflects confidence in inflation control 
while ensuring that growth is not constrained. Similarly, 
the US Federal Reserve held rates in the 3.5%–3.75% 
range, signaling caution amid global uncertainty. 

This synchronized pause across major economies 
suggests that the global monetary cycle may be near-
ing an inflection point. For investors, this is significant: 
stable interest rates reduce uncertainty and provide a 
more predictable environment for both equity and debt 
markets.

One of the defining strengths of India’s economic outlook remains its proactive fiscal strategy. Government spending, 
particularly in infrastructure, continues to play a critical role in sustaining growth.

With the fiscal deficit maintained at approximately 5.8%–6% of GDP, the government has managed to balance expan-
sion with discipline. Investments in transportation, energy, and logistics are not only supporting current demand but 
also building long-term productive capacity.

This approach ensures that growth is not merely cyclical but structural and capacity-enhancing, which is essential for 
sustained economic expansion.

Fiscal Strength: Growth Backed by Public Investment
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Consumption & Demand: The 
Backbone of Stability

Domestic consumption continued to anchor economic 
stability throughout March. Urban demand remained 
consistent, supported by income stability and em-
ployment in the services sector, while rural demand 
showed gradual improvement.

This consumption-driven model is particularly signif-
icant in the current global context. Unlike export-de-
pendent economies, India’s reliance on domestic de-
mand provides a degree of insulation from external 
slowdowns.

As a result, even in the face of global uncertainty, inter-
nal demand continues to sustain growth momentum, 
reinforcing economic resilience.

Risks & Opportunities: A 
Balanced Outlook

The economic outlook for March reflects a balance be-
tween emerging risks and structural opportunities. Ex-
ternal factors, such as prolonged geopolitical tensions 
or sustained high oil prices, remain the primary sources 
of uncertainty. At the same time, domestic risks such as 
inflation spikes or currency volatility cannot be entirely 
ruled out.

However, these risks are counterbalanced by strong 
structural drivers, including infrastructure development, 
digital expansion, and increasing domestic investment 
participation. Together, these factors position India as a 
relatively stable economy in an otherwise uncertain glob-
al landscape.
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Implications for Investors
From an investment perspective, the current economic environment calls for a measured and disciplined approach. 
The combination of stable growth, controlled inflation, and steady policy rates creates a favorable foundation, even as 
short-term volatility persists.

For investors, this means focusing on long-term opportunities rather than reacting to short-term disruptions. Sectors 
aligned with economic growth, such as banking, infrastructure, and capital goods, are likely to benefit from the ongo-
ing expansion.

At the same time, the stability in inflation and interest rates enhances the attractiveness of both equity and debt invest-
ments, enabling more balanced portfolio strategies.

Closing Insight
March 2026 reinforces an important economic principle: markets may fluctuate rapidly, but economies evolve more 
gradually, and often more steadily.

Despite global uncertainties, India’s economic outlook remains structurally strong, policy-supported, and demand-driv-
en. For investors, this provides a foundation of confidence, even in the face of short-term volatility.

Despite strong domestic indicators, the external sector showed signs of stress during March. The sharp rise in crude 
oil prices contributed to a widening current account deficit, while capital outflows exerted pressure on the currency.

The Indian Rupee depreciated toward 92–93 per USD, reflecting both global dollar strength and sustained foreign 
investor outflows.

While these trends introduce short-term vulnerabilities, they remain manageable. India’s strong foreign exchange 
reserves and policy flexibility provide a buffer against prolonged external shocks. Importantly, these pressures are 
largely cyclical rather than structural, suggesting limited long-term impact.

External Sector: Emerging Pressures



REGULATORY UPDATES

Strengthening Governance in a Volatile Environment
March 2026 reflected a clear and deliberate shift toward strengthened regulatory oversight, as heightened market 
volatility, increasing retail participation, and the rapid evolution of digital investment platforms prompted authorities to 
refine and reinforce existing frameworks. Rather than introducing abrupt or restrictive measures, regulators adopted a 
calibrated and forward-looking approach, focusing on enhancing transparency, improving risk awareness, and safe-
guarding systemic stability. The Securities and Exchange Board of India (SEBI), in particular, continued to guide mar-
ket behavior through a combination of supervisory vigilance and policy refinement, reinforcing its role as a stabilizing 
force in an increasingly complex financial environment.
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Simultaneously, the mutual fund industry remained under focused regulatory attention, particularly in the context of 
portfolio transparency and accurate risk representation. With sustained inflows from retail investors, regulators have 
increasingly emphasized the need for asset management companies to ensure that product positioning aligns closely 
with underlying portfolio characteristics. This includes clearer communication of risk levels, improved classification 
standards, and enhanced disclosure practices. Such measures are critical in reducing information asymmetry and 
ensuring that investor expectations are aligned with actual investment outcomes, thereby strengthening long-term 
trust in managed investment products.

A key theme during the month was the growing presence 
of retail investors in high-risk and high-volatility segments, 
including derivatives and small-cap equities. This trend, 
while indicative of deepening financial participation, also 
raised concerns around risk comprehension and market 
discipline. In response, regulatory emphasis shifted to-
ward improving the quality and clarity of risk disclosures, 
ensuring that investors are better equipped to evaluate 
potential downside scenarios before committing capital. 
This reflects an important evolution in regulatory philoso-
phy, from restricting access to markets toward empower-
ing participation through informed decision-making and 
transparency.

These regulatory developments are closely interlinked with a broader transformation in how compliance is perceived 
and implemented within financial institutions. Increasingly, compliance is no longer viewed as a procedural or back-
end function but as a strategic pillar integral to risk management and organizational integrity. Firms are being encour-
aged to move beyond reactive adherence and adopt a proactive approach, where potential vulnerabilities are identi-
fied and mitigated in advance. This shift reflects the growing complexity and interconnectedness of financial systems, 
where the consequences of lapses can be both immediate and far-reaching.

Another important dimension of regulatory evolution 
during March was the heightened scrutiny of digital in-
vestment platforms and fintech-driven advisory models. 
As these platforms continue to serve as primary entry 
points for a new generation of investors, regulators have 
sought to ensure that their operations adhere to the 
same standards of accountability as traditional financial 
intermediaries. Particular emphasis has been placed on 
transparency in fee structures, clear differentiation be-
tween advisory and distribution services, and the pro-
tection of investor data and consent mechanisms. This 
signals a maturing regulatory ecosystem, where inno-
vation is encouraged but anchored within a robust and 
clearly defined compliance framework.



In this context, the emphasis on accurate, timely, and consistent disclosures has become more pronounced. Investor 
communication is now expected to go beyond regulatory minimums, ensuring clarity in product positioning, transpar-
ency in risk factors, and alignment between stated objectives and actual performance. This is particularly relevant in 
volatile market conditions, where investor sentiment can shift rapidly and incomplete or unclear information can ex-
acerbate uncertainty. Firms that prioritize communication quality alongside investment performance are increasingly 
seen as more credible and trustworthy in the eyes of investors. 

The strengthening of Know Your Customer (KYC) and anti-money laundering (AML) frameworks also remained a key 
compliance priority. As financial transactions become more digitized and cross-border flows increase, maintaining 
robust verification processes and continuous monitoring systems has become essential. Compliance, therefore, is ex-
panding beyond documentation to include real-time surveillance, anomaly detection, and transaction-level oversight, 
ensuring that financial systems remain secure and resilient against misuse.

A particularly notable trend during March was the deeper integration of risk management within compliance structures. 
Financial institutions are increasingly adopting advanced monitoring tools, internal audit mechanisms, and scenar-
io-based stress testing to assess potential vulnerabilities under different market conditions. This approach transforms 
compliance from a static checklist into a dynamic and preventive function, capable of anticipating risks rather than 
merely responding to them. Such integration not only enhances institutional resilience but also contributes to broader 
market stability.

Technology continues to play a central role in enabling this transformation. The adoption of automated compliance 
systems allows firms to streamline reporting processes, track regulatory updates in real time, and identify irregularities 
with greater precision and speed. As regulatory expectations continue to evolve, the ability to leverage technology 
effectively is becoming a critical differentiator, enabling institutions to maintain both operational efficiency and regula-
tory accuracy.

Globally, a parallel trend has been observed, with regulators and central banks placing increased emphasis on sys-
temic stability and risk containment. While monetary policy across major economies has largely entered a phase 
of stability, regulatory oversight has intensified, particularly in areas related to liquidity management, leverage, and 
cross-border capital movements. This coordinated global approach reflects a recognition that stable economic condi-
tions must be supported by robust regulatory frameworks, especially in an environment characterized by geopolitical 
uncertainty and interconnected financial systems.

For investors, these developments translate into a more structured and reliable investment environment. While en-
hanced regulatory oversight may introduce additional layers of process or temporarily moderate market activity, it ulti-
mately contributes to reduced systemic risk, improved information quality, and greater confidence in financial markets. 
In the long run, such an environment is more conducive to sustainable wealth creation, as it minimizes the likelihood 
of disruptions arising from governance failures or information gaps.

Closing Insight
March 2026 reinforces a defining principle of modern financial systems: as markets grow in scale, speed, and com-
plexity, regulation and compliance evolve from being peripheral requirements to becoming central pillars of stability 
and trust.

In this context, strong governance frameworks and disciplined compliance practices are not constraints on growth but 
enablers of sustainable progress, ensuring that financial markets remain resilient, transparent, and aligned with the 
long-term interests of all stakeholders.
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Looking ahead, the direction of regulatory evolution ap-
pears to be firmly oriented toward greater transparency, 
deeper risk integration, and technology-enabled over-
sight. As markets continue to expand and participation 
broadens, the emphasis will increasingly be on ensuring 
that growth is sustainable, well-regulated, and aligned 
with long-term stability objectives. This suggests that 
regulatory frameworks will continue to evolve not through 
abrupt changes, but through incremental strengthening of 
governance standards and compliance expectations.



1) DOLLAR-COST AVERAGING

Dollar-Cost Averaging (DCA) is a time-tested investment strategy that helps reduce the impact of market volatility by 
spreading out purchases of an investment over regular intervals. Instead of investing a lump sum all at once, DCA 
involves investing a fixed amount of money at consistent time periods—regardless of market conditions. Over time, this 
strategy helps investors buy more units when prices are low and fewer units when prices are high, potentially lowering 
the average cost per unit.

DCA is especially popular among retail investors and those with a long-term outlook. It removes the pressure of “timing 
the market” and introduces discipline, consistency, and risk management into the investment process.

HOW DOLLAR-COST AVERAGING WORKS

(Featuring content from our regular blog series)

PORTFOLIO
PERSPECTIVES

Let’s say you decide to invest ₹5,000 every month into a mutual fund or stock.

Over three months, you invested ₹15,000 and purchased 190 units in total.

•	 Your average cost per unit = ₹15,000 ÷ 190 = ₹78.95

This strategy averages out the highs and lows, potentially reducing the impact of volatility and emotional decision-
making.

KEY BENEFITS OF DOLLAR-COST AVERAGING
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1. Key Components of Fundamental Analysis

Reduces Market Timing Risk: DCA eliminates the need to predict market highs 
and lows, which even professional investors find difficult.

Disciplined Investment Behavior: It encourages regular saving and investment, 
turning investing into a habit rather than a reaction to market news.

Minimizes Emotional Investing: Fear and greed can lead to poor decisions. DCA 
reduces the emotional impact of short-term market movements.

Lowers Average Cost per Unit Over Time: When prices fluctuate, DCA often re-
sults in a lower average cost than lump-sum investing, especially in volatile markets.

Good for Beginners and Salaried Investors: It aligns well with monthly income 
schedules, making it easier to invest systematically without needing large sums.

Month 1     the asset price is ₹100,   so you buy 50 units.

Month 2     the price drops to ₹50,    so you buy 100 units.

Month 3     the price rises to ₹125,    and you buy 40 units.
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IDEAL SCENARIOS FOR USING DCA

DCA vs. LUMP SUM INVESTING

LIMITATIONS OF DOLLAR-COST AVERAGING
While DCA offers many advantages, it’s not perfect:

REAL-WORLD EXAMPLE
Consider two investors:
•	 Investor A invests ₹60,000 as a lump sum in January.
•	 Investor B invests ₹5,000 every month using DCA over the year.
If markets fall mid-year and rise toward December, Investor B may end up buying more units at lower prices, gaining 
a better average cost and higher unit holdings compared to Investor A, who invested at a single high point.

VOLATILE
MARKETS

LONG-TERM 
GOALS

INVESTING IN EQUITY MUTUAL 
FUNDS, INDEX FUNDS, OR ETFs

When market prices fluctu-
ate frequently, DCA helps 

reduce the risk of investing 
at the wrong time.

Best suited for goals like 
retirement, child educa-
tion, or wealth creation 

over 5–20 years.

DCA is highly compatible with 
these instruments due to their 

market-linked returns.

1 2 3

Returns may be lower in rising
markets: A lump sum invested ear-
ly in a consistently rising market will 
likely outperform DCA.

Doesn’t eliminate risk entirely:
It reduces timing risk but cannot pro-
tect against long-term downtrends.

Requires discipline and
consistency: Skipping investments 
or reacting emotionally can dilute its 
benefits.

Inflation and opportunity cost:
Uninvested cash may lose val-
ue over time if not deployed ef-
ficiently.
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2)	 REAL ASSETS
Real Assets refer to tangible, physical assets that possess intrinsic value due to their substance and utility. These in-
clude real estate, infrastructure, natural resources, and commodities, which are often characterized by long economic 
lives, inflation-hedging properties, and relatively low correlation with traditional financial assets. In the Indian regulatory 
framework, exposure to real assets is primarily facilitated through Category I and Category II Alternative Investment 
Funds (AIFs), as per the SEBI (Alternative Investment Funds) Regulations, 2012.

Unlike financial assets (e.g., stocks or bonds), real assets generate predictable cash flows through rents, user charg-
es, tolls, or extraction rights, and are integral to long-term portfolio diversification, capital preservation, and risk-ad-
justed returns.

Key Components of Real Assets in AIFs

Investment Characteristics and Strategy

Relevance in the Institutional Portfolio
For institutional and HNI investors, real assets offer portfolio diversification, real return generation, and a hedge against 
market volatility and inflation. Moreover, they contribute to sustainable investing themes such as renewable energy, 
urban infrastructure, and ESG-aligned development.

In conclusion, real assets within the AIF framework represent a critical alternative investment segment that combines 
tangible value, predictable income, and capital appreciation potential. As India advances in infrastructure and real 
estate development, AIFs focused on real assets are poised to play a pivotal role in mobilizing long-term capital and 
delivering risk-adjusted returns.

•	 Long-Term Horizon: Real assets are inherently illiquid and capital-intensive, requiring a medium-to-
long-term holding period to unlock value through income and appreciation.

•	 Stable Cash Flows: These assets often generate contracted or inflation-linked revenue streams, 
making them suitable for income-seeking and liability-matching portfolios.

•	 Risk Profile: Real asset investments are subject to macro-economic risks, regulatory changes, val-
uation uncertainty, and execution challenges, necessitating specialized due diligence and asset 
management expertise.

•	 Structuring via AIFs: Real asset exposure is typically executed through closed-ended AIFs, with a 
well-defined investment strategy, waterfall distribution model, and periodic NAV disclosures. Fund 
managers may take an active operational role, especially in greenfield or turnaround projects.

Natural Resources and Commodities: Includes exposure to mining, agriculture, timberland, and water resources, though such invest-
ments are less prevalent and often restricted by sectoral regulations or foreign investment norms.

Real Estate: Investments in residential, commercial, industrial, or mixed-use properties fall under this category. These are typically 
structured through Real Estate AIFs (Category II), which invest in development projects, rental-yielding assets, or distressed real estate.

Infrastructure: Capital allocation to transportation, energy, telecommunications, urban utilities, and logistics infrastructure is usually 
done via Infrastructure Funds (Category I AIFs), aligned with government and regulatory priorities for long-term nation-building.
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One of the most common mistakes investors make is focusing only on what to invest in, without understanding where 
their money is actually going. Every investment belongs to an asset class and each asset class behaves differently 
across market cycles.

Understanding asset classes is the foundation of smart investing.

After establishing financial goals and determining risk tolerance, every investor must choose a management philos-
ophy. This choice defines how a portfolio interacts with the market, how much it costs to maintain, and the level of 
personal involvement required. The financial industry is divided into two primary camps: Active Management and 
Passive Management.

The Strategic Crossroads: Active vs. Passive Investing

INVESTING IOI

Active investing is a strategy that seeks to outperform a spe-
cific market benchmark, such as the Nifty 50 or the S&P 
500. The primary objective is to generate Alpha, which rep-
resents the excess return of an investment relative to the 
return of a benchmark index.
This approach relies on human decision-making and analyt-
ical expertise. Fund managers and analysts conduct “bot-
tom-up” research on individual companies or “top-down” 
analysis of the broader economy.

Active Management: The Pursuit of Alpha

Market Timing

Stock Picking

Shifting capital into cash or defen-
sive sectors (like Utilities) when a 
downturn is anticipated, and mov-
ing back into growth sectors (like 
Tech) during a bull market.

Identifying undervalued securities 
that the broader market has over-
looked.

Active management offers the possibility of significant gains beyond the market av-
erage.

Active funds carry higher Expense Ratios to cover the salaries of research teams 
and the costs of frequent trading.

Performance is tied to human judgment. If the manager’s thesis is incorrect, the fund 
may significantly underperform the benchmark.

The Trade-Offs

Potential for
Outperformance

Higher Costs

Manager Risk
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Passive investing is a strategy that aims to match the performance of a market index as closely as possible. The ob-
jective is to deliver Beta, which is the inherent return of the market.

Passive Management: The Pursuit of Beta

Passive management replaces human judgment with automated rules. An index fund or Exchange-Traded Fund (ETF) 
simply mirrors the composition of a specific index.

Replication: If a company represents $5\%$ of the Nifty 50, a Nifty 50 Index Fund will allocate exactly 5% of 
its capital to that company.

Buy-and-Hold: Changes to the portfolio only occur when the underlying index itself changes (e.g., a compa-
ny is added to or removed from the Top 50).

Cost Efficiency 
Because no active research team is required, passive funds have some of the lowest expense ratios in the 
industry.

Predictability
Returns will always track the index. There is no risk of a manager making a poor “bet” that causes the fund to 
crash while the market rises.

No Downside Protection
Unlike active managers, passive funds cannot “flee to cash.” If the index drops 20%, the passive fund will also 
drop approximately 20%.

The Trade-Offs

The debate between active and passive management often centers on net returns. An active manager must not only 
beat the market but also beat it by a wide enough margin to cover their higher fees.

Consider a ₹10,00,000 investment over 20 years with an assumed gross market return of $12\%$:

The difference in expense ratios results in a wealth gap of over ₹17,44,000. For the active fund to be the superior choice, 
the manager would have needed to consistently generate at least 1.3% of extra “Alpha” every year just to break even 
with the passive alternative.

The Mathematical Impact of Fees
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Myth 1: If everyone is investing in it, it must be safe.

Reality: Professional management is now accessible to 
everyone through diversified funds.

For a long time, the stock market was viewed as a com-
plex puzzle that only those with finance degrees or “insider 
tips” could solve. Many believed that without hours of dai-
ly research and an understanding of advanced technical 
charts, losing money was a certainty.

With the evolution of the Indian ecosystem, “expert” man-
agement has been democratized. Instead of picking indi-
vidual stocks, retail investors can use Index Funds or ETFs 
that automatically track the top companies in the country 
(like the Nifty 50). Furthermore, the rise of Registered In-
vestment Advisers (RIAs) and transparent digital platforms 
means professional guidance is no longer a luxury for the 
elite.

MYTH 1: YOU NEED TO BE A FINANCIAL EXPERT TO PICK STOCKS

Reality: The price of a single share is irrelevant; the “Market 
Cap” and “P/E Ratio” tell the true story.

Beginner investors often flock to stocks trading at ₹10 or ₹20, 
thinking they are getting a “bargain” compared to a stock 
trading at ₹5,000. There is a psychological trap where peo-
ple believe a ₹10 stock can easily double to ₹20, whereas a 
₹5,000 stock “has no room to grow.”

Price is simply a mathematical division. A company worth 
₹1,000 Crore could have 100 Crore shares at ₹10 each, or 
1 Crore shares at ₹1,000 each. The value of the business 
remains the same. A stock is “cheap” only if its price is low 
relative to its Earnings (P/E Ratio) or its Book Value, not the 
absolute rupee amount.

Investing is a process, not a talent. You don’t need to 
“beat the market” to build wealth; you simply need to 
“participate in the market.” By choosing diversified, 
low-cost index funds, you benefit from the collective 
growth of India’s top corporations without needing to 
analyze a single balance sheet yourself.

KEY TAKEAWAY 

According to the SEBI Investor Survey 2025, there 
has been a significant shift in investor behavior. Over 
$65\%$ of new market entrants in the last year chose 
passive index funds as their first investment. This in-
dicates that modern investors prioritize broad mar-
ket growth and low fees over the high-risk “expert” 
stock-picking of the past.

FACT CHECK

Ignore the “sticker price” of a share. Instead, look at 
the Market Capitalization (total value of the compa-
ny) and valuation multiples. A ₹5,000 stock can be a 
bargain if the company is generating massive profits, 
while a ₹5 “penny stock” can be an expensive trap if the 
company is failing.

KEY TAKEAWAY 

Analysis of the Indian Penny Stock Market reveals that 
over 90% of stocks trading under ₹20 fail to ever reach 
“Blue Chip” status. Conversely, many of India’s high-
est-priced stocks (by absolute rupee value) have con-
sistently been among the top performers because their 
high price reflects years of underlying profit growth and 
stock splits.

FACT CHECK

MARKET MYTH
BUSTING

MYTH 8: A “CHEAP” STOCK PRICE MEANS A “CHEAP” VALUATION
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The Architecture of Risk Management: Insurance Beyond Investment
In a comprehensive financial plan, insurance is not a tool for wealth creation, but a mechanism for risk transfer. By 
paying a relatively small, known cost (the premium), the financial burden of a large, unknown catastrophe is transferred 
to an insurance company. Effective planning requires a clear distinction between “protection” and “investment.”

Myth 1: If everyone is investing in it, it must be safe.FINANCIAL PLANNING

Term Insurance vs. Endowment Plans
A common pitfall in financial planning is the use of “Traditional” or “Endowment” plans that combine insurance with a 
small investment component. These often result in inadequate coverage and low returns.
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Term Insurance: Pure protection. It offers a high sum assured for a very low premium. If the insured person 
survives the term, there is no maturity benefit, but the family is fully protected for a significant amount during the 
policy years.

Endowment/ULIPs: These attempt to provide a “return on money,” but the high management fees and mortality 
charges often result in returns that struggle to beat inflation.



2. Health Insurance: Defending the Corpus

3. General Insurance: Protecting Physical Assets

Medical inflation historically outpaces general inflation. A single major surgery or a prolonged hospital stay can de-
plete a significant portion of an emergency fund or retirement corpus.

The Modern Health Portfolio
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Strategic Planning Checklist: The “Rule of Thumb”
Beyond the individual, physical assets represent a large portion of a person’s net worth.

The “Insurance First” Philosophy
The most sophisticated investment strategy can be rendered irrelevant by a lack of insurance. Financial planning 
dictates that Protection precedes Investment. Before allocating capital to the stock market or real estate, the “cata-
strophic risks” must be hedged. This ensures that the financial journey continues toward its destination, regardless of 
the obstacles encountered along the way.

Beyond the individual, physical assets represent a large portion of a person’s net worth.

Comprehensive Home Insurance

Often overlooked, this protects the 
structure and contents of a home 

against fire, theft, and natural disasters. 
In an era of increasing climate volatility, 
this has become a non-negotiable part 

of cash flow planning.

Liability Insurance

For professionals or business owners, 
this protects against legal costs and 

compensation claims, preventing per-
sonal assets from being liquidated in a 

lawsuit.

Base Indemnity Cover

Super Top-Up Plans

The standard policy that covers hospitalization expenses.

cost-effective way to increase coverage. A “Top-Up” only kicks in after a certain limit 
(the deductible) is reached, making it much cheaper than increasing the base policy.

Critical Illness Riders
These provide a lump-sum payment upon the diagnosis of specific life-threatening dis-
eases (e.g., cancer or kidney failure), which helps cover loss of income and specialized 
outpatient treatments not covered by standard hospitalization plans.

Often overlooked, this protects the structure and contents of a home against 
fire, theft, and natural disasters. In an era of increasing climate volatility, this 
has become a non-negotiable part of cash flow planning.

Comprehensive Home Insurance 

Liability Insurance 
For professionals or business owners, this protects against legal costs and compensation 
claims, preventing personal assets from being liquidated in a lawsuit.
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Technical and Fundamental Perspectives on Current Market Trends
Financial markets in February 2026 continued to navigate a complex environment shaped by moderating inflation, 
evolving monetary policy expectations, and sectoral rotation across global equities. While markets experienced in-
termittent volatility, underlying economic resilience and earnings growth expectations continue to support long-term 
investment opportunities.

From a market analysis perspective, combining technical indicators with fundamental analysis provides investors 
with a deeper understanding of both short-term price trends and long-term value creation. Technical analysis helps 
identify entry and exit points through market patterns and momentum indicators, while fundamental analysis evalu-
ates corporate performance, industry dynamics, and macroeconomic conditions to uncover sustainable investment 
opportunities.

MARKET ANALYSIS
By CA Paras Sachdeva

Technically, the correction unfolded in a relatively orderly manner, suggesting distribution rather than panic-driven 
selling. The index found interim support near its 100-day moving average, indicating that long-term trend integrity 
remained intact despite short-term weakness. Momentum indicators such as the Relative Strength Index (RSI) moved 
from overbought territory toward neutral levels, reflecting a healthy cooling-off phase rather than a structural break-
down.

A notable feature of March’s price action was the divergence between large-cap stability and broader market weak-
ness. While midcap and smallcap indices corrected sharply, declining between 12% and 18%, large-cap stocks 
demonstrated relative resilience. This divergence is technically significant, as it indicates a rotation of capital toward 
quality and liquidity, a pattern typically observed during phases of uncertainty.

Volume analysis further reinforced this interpretation. Selling pressure was accompanied by elevated volumes during 
the initial phase of the correction, but subsequent declines saw gradually reducing volumes, suggesting that aggres-
sive liquidation was limited. Toward the latter half of the month, signs of accumulation began to emerge, particularly in 
banking, IT, and select energy stocks, pointing to institutional buying at lower levels.
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While technical indicators highlighted short-term caution, the fundamental backdrop presented a more stable and 
constructive picture. Corporate earnings, particularly in sectors such as banking and capital goods, remained robust, 
supported by improving balance sheets and steady demand conditions. The banking sector, in particular, continued 
to benefit from low non-performing assets (NPAs), strong credit growth, and improving net interest margins, reinforcing 
its position as a key pillar of market strength.

At the macro level, India’s economic fundamentals remained largely intact. GDP growth projections continued to hover 
in the 6.5%–7% range, inflation remained under control at approximately 3%, and monetary policy stability provided a 
predictable operating environment. These factors collectively underpin the long-term investment case, even as short-
term disruptions persist.

However, the fundamental landscape was not without its challenges. The sharp rise in crude oil prices introduced cost 
pressures across sectors, particularly for consumption-driven industries and manufacturing businesses with high input 
dependencies. Additionally, sustained FII outflows, estimated at over ₹55,000 crore during March, highlighted the sen-
sitivity of Indian markets to global liquidity conditions. These developments contributed to a temporary compression in 
market valuations, particularly in segments that had previously traded at premium multiples.

Despite these pressures, certain sectors demonstrated notable resilience and, in some cases, emerging opportunity. 
The IT sector, for instance, benefited from currency depreciation, which improved export realizations and supported 
earnings visibility. Similarly, energy companies gained from higher crude prices, while infrastructure and capital goods 
sectors continued to attract investor interest due to strong order books and government-led spending initiatives.

From a broader perspective, March can be characterized as a valuation reset phase rather than a deterioration in 
earnings potential. This distinction is crucial, as it suggests that the correction has improved the risk-reward equation 
for long-term investors. Historically, such phases, where prices adjust more rapidly than fundamentals, have provided 
attractive entry points, particularly in fundamentally strong sectors.



Another important dimension to consider is the behavior of domestic institutional investors (DIIs), who played a stabi-
lizing role throughout the month. Their continued participation helped absorb selling pressure from foreign investors, 
highlighting the growing importance of domestic capital in supporting market stability. This structural shift reduces the 
market’s vulnerability to external shocks over time, even though short-term volatility remains influenced by global flows.
Technically, as markets move into April, the focus shifts toward key support zones and trend confirmation levels. A 
sustained hold above recent lows would indicate consolidation and potential base formation, while a break below 
these levels could extend the corrective phase. However, given the current alignment of macro stability and earnings 
resilience, the probability of a prolonged structural downturn appears limited.

From an investment strategy perspective, the current environment calls for a balanced approach that integrates both 
technical discipline and fundamental conviction. Short-term traders may continue to navigate volatility through sup-
port-resistance frameworks and momentum indicators, while long-term investors are better served by focusing on 
earnings visibility, balance sheet strength, and sectoral tailwinds.

In particular, sectors such as banking, infrastructure, and IT appear well-positioned to benefit from the prevailing eco-
nomic conditions, while caution may be warranted in segments sensitive to input cost inflation or excessive valuation 
premiums. The ongoing correction in midcap and smallcap stocks also warrants selective accumulation, provided 
underlying fundamentals remain strong.

Ultimately, March 2026 reinforces a critical market principle: technical corrections are often necessary to realign prices 
with fundamentals, and when they occur in the absence of structural economic weakness, they create opportunity 
rather than risk.

As markets transition from volatility toward stabilization, the integration of technical signals and fundamental insights 
becomes increasingly important. While price action provides immediate cues on sentiment and positioning, it is the 
strength of underlying fundamentals that determines the durability of trends.

In the current context, the evidence suggests that markets are undergoing a healthy consolidation within a broader up-
trend, rather than entering a phase of structural decline. For investors, this underscores the importance of maintaining 
perspective,  recognizing that periods of uncertainty often lay the groundwork for the next phase of growth.

Closing Perspective
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WEALTH QUEST
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The content provided by Profes Group, whether through newsletters, websites, social media platforms, or any other 
communication channels, is intended strictly for informational and educational purposes. It should not be interpreted 
as financial, investment, legal, accounting, or tax advice. Nothing contained in our publications or communications 
constitutes a solicitation, recommendation, endorsement, or offer to buy, sell, or hold any securities, financial instru-
ments, or other investment products. All opinions, analyses, and insights expressed are those of the respective au-
thors at the time of publication and are subject to change without notice.

While we strive to provide accurate and up-to-date information, Profes Group does not warrant the completeness, reli-
ability, or accuracy of any content shared. Market conditions, economic trends, and financial instruments are dynamic 
and can change rapidly, often without prior notice. Consequently, readers should not rely solely on the information 
provided here to make financial or investment decisions. We strongly recommend that you consult with a qualified 
financial advisor, legal expert, or tax professional before taking any action based on the information provided.

The performance data and market analyses referenced in our materials represent past performance, which is not 
indicative of future results. Financial markets are inherently volatile, and investments are subject to substantial risk, 
including the potential loss of principal. The value of investments and the income derived from them may fluctuate 
due to changes in market conditions, interest rates, or other factors. Accordingly, when investments are redeemed, 
their value may be higher or lower than their original cost. Actual returns may differ significantly from any projections 
or forward-looking statements presented.

You should carefully evaluate your own financial goals, risk tolerance, and investment horizon before making any 
investment decisions. All investments carry some degree of risk, and there is no guarantee that any investment strat-
egy will be successful under all market conditions. Investing in stocks, mutual funds, exchange-traded funds (ETFs), 
bonds, or digital assets involves a high degree of uncertainty. Profes Group and its affiliates make no representation or 
warranty, express or implied, as to the accuracy, reliability, or completeness of the information or opinions contained 
within our content.

Furthermore, any references to third-party data, research, or external sources are provided for convenience only and 
do not imply endorsement or verification of the information. Profes Group assumes no responsibility for the content of 
external links or third-party materials mentioned in our publications.

Investing in financial or digital assets involves significant risk and high volatility. Prices can fluctuate dramatically over 
short periods, and it is possible to lose part or all of your invested capital. Before investing, you should thoroughly 
read and understand the relevant prospectus or disclosure documents, which outline the investment objectives, risks, 
charges, and fees associated with the product. Profes Multi Opportunity Fund (PMOF) is managed entirely by Profes 
Management Consultants Private Limited, and any information shared about PMOF is intended purely for informational 
purposes. It should not be interpreted as a public offering or an invitation to invest.

By accessing or reading our content, you acknowledge and agree that you are solely responsible for your financial de-
cisions and the outcomes resulting from them. You understand that markets are unpredictable and that diversification, 
while helpful, does not ensure profits or protect against losses in declining markets. Profes Group disclaims any liability 
for direct or indirect losses or damages that may result from your reliance on, or use of, the information contained in 
our materials.

Always remember: past performance is not a guarantee of future returns. Never invest more than you can afford to 
lose, and make sure you understand all the risks involved before committing capital. This content is intended for a 
general audience and does not consider your individual objectives, financial situation, or personal needs. Investing 
responsibly and with professional guidance is essential to protecting your financial well-being.

DISCLAIMER


