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The Nifty 50 Index recorded its fifth consecutive monthly decline, 
falling nearly 15% from its September 2024 peak. However, this 
correction has led to improved valuations, creating a more attractive 
entry point for long-term investors.

The Nifty Small-cap 100 and Mid-cap 100 indices declined by 13.2% 
and 11.3%, respectively, in February 2025. While volatility persists, 
these corrections have helped cool off excessive valuations, and may 
set the stage for a potential rebound. 

Despite a favorable Union Budget, the RBI (Reserve Bank of India) rate 
cut, and a positive outcome in the Delhi elections, continued foreign 
investor selling weighed on Indian markets.

The Union Budget maintained a disciplined fiscal path, revising the 
current year's fiscal deficit to 4.8% and setting a 4.4% target for 
FY26, while focusing on growth-oriented measures aimed at boosting 
consumption.

India's January CPI (Consumer Price Index) eased to 4.31%, (down 
from 5.22% in December 2024), reflecting a cooling inflation trend.

In the February 2025 MPC (Monetary Policy Committee) meeting, the 
Reserve Bank of India cut the Repo rate by 25 basis points and 
maintained a neutral stance, citing global uncertainties surrounding 
further rate cuts and tariff wars. The minutes of MPC meeting 
suggested concerns about growth prospects.

The RBI infused durable liquidity through:
Ÿ OMO (Open Market Operation) purchases of ̀ 1.4 trillion
Ÿ FX (Foreign Currency) swaps of approximately ̀ 1.3 trillion
Ÿ Long-term VRR (Voluntary Retention Route) of ̀ 1.8 trillion

However, system liquidity remained in negative territory, with peak 
deficit reaching ̀ 2.2 trillion.

The INR (Indian Rupee) depreciated further, hitting an all-time low of 
87.90 against the USD (US Dollar) amid global headwinds.

Q2 GDP growth came in at 6.2% YoY (Year-on-Year), broadly aligning 
with market expectations.

The 10-year bond yield rose to 6.73% from lows of 6.63%, driven by 
higher than anticipated supply in both state government and 
corporate bonds. 

With the recent market decline, valuations have moderated from 
their peak, making Indian equities increasingly appealing - especially 
for long-term investors seeking opportunities.

Global uncertainties, including concerns over the U.S. economy and 
geopolitical risks, could keep markets volatile. Additionally, domestic 
inflation trends and economic data may play a crucial role in shaping 
near-term market sentiment.

Defensive sectors like FMCG (Fast Moving Consumer Goods) and IT 
(Information Technology) may attract interest amid ongoing market 
uncertainty, while Banking and Infrastructure may see momentum if 
economic indicators remain resilient.

While near-term risks persist, improved valuations, potential policy 
support, and resilient domestic consumption may contribute to 
market stabilization in March 2025.

System liquidity is expected to remain negative due to tax outflows. 
The RBI is likely to step in with both durable and short-term liquidity 
measures to facilitate smoother transmission of recent rate cuts.

Widening spreads in SGS (State Government Securities), driven by 
large auction sizes, may bring forward an opportunity to enter.

With limited fresh triggers, market activity may stay subdued as we 
approach the fiscal year-end.

Markets may closely track global developments leading up to the 
April 2025 MPC meeting, where a widely anticipated 25 bps rate cut 
is expected.

Source : Bloomberg , Ministry of Statistics and Programme Implementation (MOSPI) , Reserve Bank of 
India (RBI) , LIC MF Internal Research.
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