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Indian investors have benefited significantly from the country’s strong growth
trajectory, supported by favourable demographics, rising incomes,
financialization, and structural reforms—driving robust wealth creation across
asset classes. However, long-term portfolio construction extends beyond
domestic participation. Indian investors typically exhibit high concentration in
local assets—across income, real estate, business ownership, and financial
investments—resulting in elevated single-country risk.

While India remains a compelling long-term opportunity, global investing plays a
critical complementary role by diversifying risk, providing access to global
innovation, and expanding sectoral exposure beyond domestic limitations.

Evolving global dynamics further strengthen this case. With moderating U.S.
dominance, valuation dispersion across markets, currency movements, and
shifting macroeconomic trends, investors are increasingly re-evaluating home
bias to enhance risk-adjusted returns.

This shift is already visible among Indian investors, with growing overseas
allocations and rising participation in global investment vehicles. Despite this
trend, India represents only ~3-4% of global market capitalization, highlighting
the limited opportunity set within domestic markets alone.

Simultaneously, India is integrating more deeply with global capital flows, with
GIFT City emerging as a strategic hub for cross-border investments, offering
regulatory efficiency and seamless access to international markets.

In this context, global investing is no longer tactical. It is a core pillar of portfolio
construction, helping investors reduce concentration risk, access global growth
sectors, and build more balanced, resilient portfolios for the future.

Indian investors have traditionally allocated a large share of their wealth to
domestic assets such as equities, fixed deposits, gold, and real estate—
supported by India’s strong growth trajectory. However, this has resulted in
structural concentration risk, with portfolios heavily exposed to a single
economy, currency, and market cycle.

This bias is evident in current allocation patterns, where global investments form
a negligible portion of portfolios (refer chart below), highlighting the limited
diversification despite increasing financialization.
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High concentration in domestic assets with minimal allocation to
global funds highlights the persistence of home bias in investor portfolios.
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Despite India’s growth, it represents only ~3-4% of global market capitalization,
making a purely domestic portfolio inherently narrow. As investor awareness and
investable surplus increase, there is a growing need to expand beyond home bias
to access broader opportunities, improve diversification, and build more resilient
portfolios.

Encouragingly, investor behaviour is evolving. Overseas investments have risen
meaningfully, with equity and debt allocations increasing ~56% in FY26 to USD
2.65 billion, while overseas fund-of-funds AUM has grown 53% to 38,287 crore—
indicating a gradual but clear shift, albeit from a low base.

Global investing is also becoming more accessible and broad-based. As per a
study by Vested Finance, participation is expanding beyond metros, with Tier-1
cities accounting for 53% of investors and Tier-2/3 cities contributing 47%.
Additionally, younger investors (46% below age 35) are increasingly adopting
global investments, supported by digital platforms and ease of access. Over 80%
of investors prefer ETFs, reflecting a bias toward simple, efficient global
exposure.

Overall, while India remains a core portfolio allocation, investors are increasingly
recognising that global diversification is essential to reduce concentration risk,
expand opportunity sets, and build more resilient portfolios.

Global equity markets operate across distinct economic cycles, leading to
periodic divergence in regional performance (Table 1). While India has been
among the top three performing markets over the past decade, recent trends
indicate moderation, with subdued returns in 2025 and negative performance in
CYTD 2026, even as markets such as the US, Japan, China, and Korea delivered
strong double-digit returns in CY2025.
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Annual Performance of Global Equity Markets (MSCI Indices, % Returns)

:\:ﬁicc::les 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 | CYTD2026
World -2.74 5.32 20.11 | -10.44 | 25.19 14.06 | 20.14 | -19.46 | 21.77 17 19.49 9.8
EM -16.96 8.58 3435 | -16.63 | 15.42 15.84 -4.59 | -22.37 7.04 5.05 30.58 24.76
India -7.42 -2.81 36.83 -8.75 6.08 14.14 251 -8.73 19.55 11.12 2.99 -11.42
us -0.77 9.21 19.5 -6.33 29.07 19.22 | 25.24 | -20.76 | 25.05 23.4 16.29 10.54
UK -11.03 | -4.22 1741 | -17.74 | 15.24 -13.4 13.92 -8.51 9.51 3.42 30.4 5.14
Germany -3.74 0.42 2518 [ -23.87 | 17.81 9.06 3.47 -24.3 19.92 7.7 33.67 0.21
Japan 7.76 0.46 21.77 | -14.54 | 17.08 12.15 -0.09 | -18.51 17.83 6.29 22.11 15.16
HongKong | -3.32 -1.06 32.22 | -10.49 7.04 2.53 -6.41 -7.87 | -17.83 | -4.19 29.34 6.38
China -10.04 | -1.43 51.1 -20.43 | 2094 | 27.32 | -22.79 | -236 | -13.26 | 16.27 | 28.05 -8.99
Brazil -43.45 | 61.34 21 -3.9 22.07 | -20.93 | -23.53 1.66 23.39 | -34.63 | 39.91 11.67
Korea -7.94 6.98 45.51 -22.6 10.39 | 42.63 | -10.04 | -30.84 | 21.65 | -2449 | 96.63 116.92
Taiwan -14.36 | 14.83 23.8 -11.8 31.53 | 37.22 | 2351 | -32.18 | 26.91 31.86 | 36.16 60.11

Source: MSCI, LSEG, Data as of May 29, 2026

This divergence highlights key market leadership rotation across geographies.
Economies like Japan, Taiwan, and Korea are currently benefiting from structural
themes such as manufacturing and technology, offering relatively non-correlated
return streams. Additionally, persistent INR depreciation has enhanced the
attractiveness of overseas investments by improving INR-adjusted returns.

Despite near-term performance differentials, India’s macro fundamentals remain
robust, supported by strong capital inflows (cumulative FDI > USD 1.14 trillion) and
structural growth drivers. However, elevated valuations and cyclical moderation
reinforce the need for balanced allocation rather than excessive concentration.
Investor behaviour reflects this shift. Overseas investments under the LRS route
increased by ~56% in FY26 to USD 2.65 billion, with allocations rising 5.6x over five
years and 8.3x over a decade, indicating increasing acceptance of global
diversification.

From a portfolio perspective, the diversification benefit is evident in low to
moderate correlations across markets (Table 2). Indian market movements do not
consistently align with global trends, enabling global allocations to reduce
volatility, smooth returns, and lower dependence on domestic cycles.

Correlation Matrix of Key Global Equity Markets

Correlation MSCI India MSCI World MSCI EM MSCI US ' MSCI China
MSCI India 1.0
MSCI World 0.8 1.0
MSCI EM 0.2 0.6 1.0
MSCI US 0.9 1.0 0.6 1.0

MSCI China -0.4 -041 0.7 -0.2 1.0
Source: MSCI, Data as of May 29, 2026
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Importantly, India accounts for only ~3-4% of global market capitalization, limiting
access to several global leaders and sectors. International investing expands
opportunity sets across technology, healthcare, and global consumer sectors,
while also providing currency diversification.

Today, investors can access global markets through multiple avenues, including
LRS, mutual funds, and GIFT City—offering a simplified, tax-efficient, and
regulated gateway to international investing.

While India’s equity markets continue to evolve, several global megatrends—such
as artificial intelligence, semiconductors, biotechnology, and clean energy—
remain underrepresented domestically. Global investing enables access to
innovation-led sectors and world-leading companies that are not available in India
(Table 3).

Access to Global Sectors and Leaders Not Available in India

Global Sector/Megatrend Global Leaders Comparable on NSE/BSE

Nvidia, Microsoft,
Alphabet

Artificial Intelligence No direct equivalent

Semiconductor TSMC, Broadcom, AMD None listed in India

Manufacturing

Global E-commerce Amazon, Meta, Alibaba

Platforms

Partial (Zomato, Nykaa)

Clean Energy Technology | Tesla, BYD, NextEra Not directly listed

Energy
Global Lockheed, RTX, BAE Limited
Defense/Aerospace systems

Source: MSCI, Data as of May 29, 2026

Differences in market composition further strengthen the case for diversification.
India remains relatively concentrated in financials, whereas global markets offer
varied exposures across technology, energy, and consumer sectors (Table 4).

Global Leaders Gap

India (NIFTY 50) Japan (Nikkei 225) UK (FTSE 100) Brazil (MSCI Brazil)

Financials: ~38% | Technology/Electronics: | Financials: ~23% Financials: ~38%

~A8%

IT: ~11%

Consumer Discretionary:
~21%

Consumer Staples:
~18%

Energy: ~16%

Oil & Gas: ~10%

Materials: ~13%

Healthcare: ~11%

Materials: ~13%

Automobiles: ~7%

Capital Goods: ~9%

Energy: ~11%

Utilities: ~11%

Source: Nikkei 225 Japan, Siblis Research, MSCI Brazil Index, 1Finance Research
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Together, these gaps highlight how global allocation can reduce dependence on
domestic sectors, broaden opportunity sets, and enhance portfolio resilience.

Currency movements are a critical yet often overlooked driver of long-term
returns. The Indian Rupee has structurally depreciated by 5.7x against the US
Dollar since 1991, moving from approximately 17/USD at the time of liberalisation
to ~¥96/USD currently. This translates to a depreciation of ~5% CAGR over more
than three decades, indicating a persistent long-term trend rather than a cyclical
movement.

This trend has persisted in recent periods as well, with the rupee weakening by
~12% over the past year, driven by factors such as trade deficits, crude import
dependence, and global capital flows. Together, this highlights a structural and
ongoing currency depreciation trend rather than a short-term phenomenon. While
the RBI has managed short-term volatility, there has been no sustained reversal in
this trend.

Over time, currency movement can contribute significantly to total returns. Unlike
gold, which passively benefits from INR depreciation, global equities offer a
growth-oriented hedge, combining currency gains with exposure to global
innovation and economic expansion.

In this context, currency diversification not only protects portfolios from INR
depreciation but also enhances return potential and strengthens overall portfolio
resilience.

INR Depreciation vs Global Currencies

INR has seen depreciation across most major currencies since 2020
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Foreign investor flows have been a key driver of Indian equity markets. Notably,
FPIs have remained net sellers over the past two years, with outflows of %1.27
trillion in FY25 and %1.80 trillion in FY26, In contrast, Dlls have provided strong
support, with net inflows of 8.5 trillion in FY26, helping cushion market volatility.

The continued Fll outflows reflect a mix of domestic and global factors—
moderation in earnings growth, higher LTCG taxation, and relatively better
opportunities in markets such as Korea and Taiwan, which are benefiting from Al-
led themes.

These trends have been further influenced by global headwinds, including
geopolitical uncertainties, elevated crude prices, a strong US dollar, and INR
depreciation. As a result, foreign investor sentiment remains cautious, with
outflows expected to persist in the near term. This dynamic underscore the
importance of geographic diversification, as reliance on domestic markets
increases exposure to local cycles and external capital flow volatility.

Indian outbound investments have historically been concentrated in a few
established jurisdictions such as Mauritius and Singapore, driven by favourable
tax treaties, regulatory frameworks, and ease of structuring. However, recent
DTAA revisions have reduced some of their advantages, prompting investors to
reassess traditional routes.

Subsequently, jurisdictions like the Netherlands, Cyprus, and the UK gained
traction, offering access to developed markets, strong legal frameworks, and
institutional stability—supporting diversification and global market access.

More recently, preferences are shifting toward integrated, efficient platforms that
combine regulatory clarity with tax efficiency. In this context, GIFT City (India’s
IFSC) has emerged as a compelling alternative—providing offshore-like benefits
within an onshore regulatory ecosystem.

Positioned as India’s gateway to global markets, GIFT City enables seamless
cross-border investing with simplified compliance and operational ease, reducing
complexities associated with traditional offshore structures. This shift is already
evident, with over 190 fund management entities managing 300+ funds and
commitments exceeding USD 26 billion (as of September 2025).

Overall, the transition from traditional offshore hubs to GIFT City reflects a
broader move toward more transparent, efficient, and India-aligned global
investment structures.




GIFT City Connecting India to the World

Product

Global Funds
(Retail & Non-Retail)

What It is

Global portfolios managed by
Indian & International AMCs from
within GIFT City

Why investors use it

Familiar fund- led experience
and easy way to access global
themes.

Example: DSP Global Equity
Fund, Parag Parikh IFSC S&P 500
FoF, etc

Depository Receipts
(NSE IX)

Global stocks offered as DRs on
NSE International Exchange

Stock like experience for global
names.

Global Access
(Exchange
Connectivity)

Structured access to select
global exchanges/products via
the IFSC

Cleaner route to global
instruments with regulated
Indian gateway

Source: IFSCA

Investment - s Products /
Avenue Description Key Advantages Key Limitations Platforms
eIndian MFs investing e Easy access via e Limited availability due | Domestic
Mutual Funds globally via direct or existing ME platfc?rms tg R'BI caps - Mutual Funds /
. feeder structures ¢INR-based investing e Limited Customization | Stock
Investing . . . : — :
Abroad *ETFs listed in India e Professional e Liquidity constraints for | Exchanges

providing overseas
exposure

management

ETFs

ETFs listed globally

e Low-cost passive

e Tracking error

ETFs / MFs via

. exposure International
International e Liquidity concerns Brokers
MFs / ETFs . .
e Premium/discount to
NAV
Direct investment via o Full flexibility ¢ LRS compliance & Global
Direct LRS through brokerages paperwork listed/unlisted
Overseas / digital platforms e Wide investment e Tax and estate stocks, ETFs,
Investing via | (Fintech) / Manufacturer universe complexities foreign MFs,
LRS e Custom portfolio e Remittance limits bonds, REITs
construction
Global investments via e Regulatory clarity e Evolving product AlIF / PMS / MF
Global IFSC-based funds and universe (IFSC) / GDRs/
Platforms access to offshore public | eTax efficiency potential | eLiquidity constraints Global Funds/
(GIFT City) | / private markets e Access to institutional | e Currency/Hedging Structured
opportunities exposure Products
Direct property e Tangible asset e High transaction costs | Residential /
Overseas Real | ownership in foreign eRental yield potential | e Tax complexity Commercial
Estate jurisdictions real estate

e Geographic
diversification

e Management
challenges
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While global investing offers significant diversification benefits, it also involves
certain risks that investors should manage through a balanced and well-diversified
allocation approach:

= Currency Risk: Exchange rate fluctuations can impact returns; while INR
depreciation enhances returns, appreciation may reduce gains.

= Global Market Volatility: International markets are influenced by global
factors such as interest rates, economic cycles, and geopolitical
developments.

= Regulatory & Tax Complexity: Differing regulations, tax structures, and
potential changes in withholding or capital gains taxes can impact returns.

»= Valuation Risk: Certain global markets, particularly US technology stocks,
may trade at elevated valuations, increasing correction risk.

= Geographic Concentration Risk: Some global portfolios may be skewed
toward developed markets like the US, limiting true diversification if not
balanced.

» |ower Familiarity: Investors may have limited understanding of global
markets, companies, and macro conditions compared to domestic
investments.

= Access & Operational Constraints: Limits such as LRS caps, product
availability, settlement cycles, and documentation requirements may
impact execution and liquidity.

» Geopolitical & Macro Risk: Exposure to global regions introduces
sensitivity to events such as trade tensions, policy shifts, conflicts, and
changes in global interest rates.
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The case for global investing for Indian investors is being shaped not by short-
term market movements, but by a gradual shift in portfolio construction. This
behavioural change is already visible, with investors starting small and steadily
increasing exposure to global assets.

Globally, portfolios in developed markets typically allocate 20-40% to
international assets. As awareness, accessibility, and comfort improve, Indian
portfolios are expected to move in a similar direction—driven by increasing
interest in global themes such as Al, semiconductors, healthcare, and
consumption, alongside the need to manage concentration risk.

This shift is further supported by a strengthening ecosystem, particularly with
GIFT City emerging as a key platform offering regulatory clarity, tax efficiency,
and seamless access to global opportunities. The expanding product universe is
likely to accelerate adoption in the coming years.

Global investing is, therefore, transitioning from a tactical allocation to a core
component of long-term portfolio construction. The objective is not to choose
between India and global markets, but to participate in both. While India remains
a compelling growth story, global exposure provides access to innovation,
reserve currencies, and diversified return drivers.

A balanced allocation of ~10-15% to global assets can help reduce concentration
risk, enhance return potential, and build more resilient portfolios over time.ber
2025).

Overall, the transition from traditional offshore hubs to GIFT City reflects a
broader move toward more transparent, efficient, and India-aligned global
investment structures.
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The report and information contained herein is of confidential nature and meant only for the selected recipient
and should not be altered in any way, transmitted to, copied or distributed, in any manner and form, to any
other person or to the media or reproduced in any form, without prior written approval of Axis Bank. The
material in this document/report is based on facts, figures and information that are obtained from publicly
available media or other sources believed to be reliable and hence considered true, correct, reliable and
accurate but Axis Bank does not guarantee or represent (expressly or impliedly) that the same are true,
correct, reliable and accurate, not misleading or as to its genuineness, fitness for the purpose intended and it
should not be relied upon as such. The opinion expressed (including estimates, facts, figures and forecasts) is
given as of the date of this document is subject to change without providing any prior notice of intimation.
Axis Bank shall have the rights to make any kind of changes and alterations to this report/ information as may
be required from time to time. However, Axis Bank is under no compulsion to maintain or keep the
data/information updated.

This report/document does not mean an offer or solicitation for dealing (purchase or sale) of any financial
instrument or as an official confirmation of any transaction. Axis Bank or any of its affiliates/ group companies
shall not be answerable or responsible in any way for any kind of loss or damage that may arise to any person
due to any kind of error in the information contained in this document or otherwise. This document is provided
for assistance only and should not be construed as the sole document to be relied upon for taking any kind of
investment decision. The recipient is himself/herself fully responsible for the risks of any use made of this
information. Each recipient of this document should make his/her own research, analysis and investigation as
he/she deems fit and reliable to come at an independent evaluation of an investment in the securities of
companies mentioned in this document (including the merits, demerits and risks involved), and should further
take opinion of own consultants, advisors to determine the advantages and risks of such investment.

The investment discussed or views expressed herein may not suit the requirements for all investors. Axis Bank
and its group companies, affiliates, directors, and employees may: (a) from time to time, have long or short
positions in, and deal (buy and/or sell the securities) thereof, of company (ies) mentioned herein or (b) be
engaged in any other transaction involving such securities and earn commission/brokerage or other
compensation or act as advisor or lender/borrower to such company (ies) or have other potential conflict of
interest with respect to any recommendation and related information and opinions. The applicable Statutory
Rules and Regulations may not allow the distribution of this document in certain jurisdictions, and persons who
are in possession of this document, should inform themselves about and follow, any such restrictions.

This report is not meant, 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 not be in conformation to the law, regulation or which would require Axis
Bank and affiliates/ group companies to obtain any registration or licensing requirements within such
jurisdiction. Neither Axis Bank nor any of its affiliates, group companies, directors, employees, agents or
representatives shall be held responsible, liable for any kind of consequential damages whether direct,
indirect, special or consequential including but not limited to lost revenue, lost profits, notional losses that may
arise from or in connection with the use of the information.

Prospective investors and others are cautioned and should be alert that any forward-looking statements are
not predictions and may be subject to change without providing any notice. Past performance should not be
considered as a reference to future performance. The disclosures of interest statements if any included in this
document are provided only to enhance the transparency and should not be construed as confirmation of the
views expressed in the report. The views expressed in this report reflect the personal views of the author of the
report and do not reflect the views of Axis Bank or any of its associate and group companies about the subject
company or companies and its or their securities.
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This document is published by Axis Bank Limited (“Axis Bank”) and is distributed in Singapore by the Singapore
branch of Axis Bank. This document does not provide individually tailored investment advice. The contents in
this document have been prepared and are intended for general circulation. The contents in this document do
not take into account the specific investment objectives, financial situation, or particular needs of any
particular person. The securities and/or instruments discussed in this document may not be suitable for all
investors.

Axis Bank recommends that you independently evaluate particular investments and strategies and encourages
you to seek advice from a financial adviser regarding the suitability of such securities and/or instruments,
taking into account your specific investment objectives, financial situation and particular needs, before making
a commitment to purchase any securities and/or instruments. This is because the appropriateness of a
particular security, instrument, investment or strategy will depend on your individual circumstances and
investment objectives, financial situation and particular needs. The securities, investments, instruments or
strategies discussed in this document may not be suitable for all investors, and certain investors may not be
eligible to purchase or participate in some or all of them.

This document is not an offer to buy or sell or the solicitation of an offer to buy or sell any security and/or
instrument or to participate in any particular trading strategy. Axis Bank, its associates, officers and/or
employees may have interests in any products referred to in this document by acting in various roles including
as distributor, holder of principal positions, adviser or lender. Axis Bank, its associates, officers and/or
employees may receive fees, brokerage or commissions for acting in those capacities. In addition, Axis Bank,
its associates, officers and/or employees may buy or sell products as principal or agent and may effect
transactions which are not consistent with the information set out in this document. Purchase of Mutual Funds
by Axis Bank’s customer is purely voluntary and not linked to availment of any other facility from the Bank.

Axis Bank and its affiliates do business that relates to companies and/or instruments covered in this document,
including market making and specialized trading, risk arbitrage and other proprietary trading, fund
management, commercial banking, extension of credit, investment services and investment banking. Axis Bank
sells to and buys from customers the securities and/or instruments of companies covered in this document as
principal or agent.

Axis Bank makes every effort to use reliable and comprehensive information but makes no representation that
it is accurate or complete. Axis Bank has no obligation to inform you when opinions or information in this
document change. Facts and views presented in this document have not been reviewed by, and may not
reflect information known to, professionals in other Axis Bank business areas, including investment banking
personnel. Axis Bank accepts no liability whatsoever for any loss or damage of any kind arising out of the use of
the contents in this document. Axis Bank’s comments are an expression of opinion. While Axis Bank believes
the statements to be true, they always depend on the reliability of Axis Bank’s own credible sources.

Disclaimer for DIFC branch:

Axis Bank, DIFC branch is duly licensed and regulated in the Dubai International Financial Centre by the Dubai
Financial Services Authority (“DFSA”). This document is intended for use only by Professional Clients (as
defined by Rule 2.3.2 set out in the Conduct of Business Module of the DFSA Rulebook) who satisfy the
regulatory criteria set out in the DFSA’s rules, and should not be relied upon, acted upon or distributed to any
other person(s) other than the intended recipient.

Axis Bank Ltd. is acting as an AMFI registered Mutual Fund Distributor under the ARN code of ARN-0019




