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Market Trends

A snapshot of how global and domestic forces shaped the markets
this month — and what investors should watch next.

Economic Outlook

An in-depth look at India’s evolving macro landscape and how growth,
inflation, and policy moves influence investments.

Regulatory Updates

Your quick guide to SEBI's latest policy changes and their impact on
investment strategies and compliance practices.

Portfolio Perspectives

Return on Investment

A core performance metric that assesses the efficiency and profit-
ability of capital deployed., reflecting the value generated relative to
investment cost.

Hedge Fund

An actively managed pooled investment structure that utilises diverse,
and often sophisticated, strategies to pursue absolute returns across
market cycles.

Investing 10l

A beginner-friendly guide to building smart, steady, and informed in
vestment habits for long-term financial success.

Market Myth Busting

Separating fact from fiction in the world of finance — debunking pop
ular investment myths with data and logic.

Financial Planning

From retirement readiness to wealth preservation — learn how (o
structure your financial future with confidence.

Market Analysis

A deep dive into technical and fundamental signals shaping market be
haviour, valuations, and investor sentiment.

Wealth Quest

Curated insights and success stories for those pursuing financial free
dom through discipline, strategy, and vision.




EDITORIAL

NOTE

Dear Reader

January has always represented more than the start of a new calendar year. For investors, it marks a moment of reflec-
tion, a pause to evaluate where markets have been and, more importantly, how to approach what lies ahead. As we
enter 2026, the investment landscape presents a sense of cautious clarity. The extremes that defined recent market
cycles have softened, giving way to an environment that favours patience, process, and perspective. The global econ-
omy today is neither overheating nor retreating sharply. Instead, it is settling into a phase of measured growth, where
policy support is more deliberate and capital is increasingly selective. This shift signals a maturing market, one that
rewards preparation over prediction.

The past year reinforced an important lesson: market momentum alone is no longer a reliable guide. Asset prices have
become more sensitive to earnings quality, balance-sheet strength, and sustainable business models. Liquidity-driven
rallies are being replaced by performance differentiation across asset classes, sectors, and individual securities. For
investors, this evolution is healthy. It encourages deeper engagement with fundamentals and discourages reactive
decision-making. For fund managers, it reinforces the importance of research-led strategies and disciplined portfolio
construction, principles that remain central to long-term wealth creation. Investor sentiment entering 2026 reflects re-
newed confidence, but not complacency. While volatility has moderated and visibility has improved, uncertainty has
not disappeared. Geopolitical developments, policy recalibration, and evolving economic dynamics continue to shape
market behaviour.

One of the defining features of the current market phase is nuance. Opportunities exist, but they are neither uniform
nor easily captured through broad exposure. Equity markets offer growth potential where earnings visibility is strong.
Fixed income has regained relevance as a source of income and stability. Alternative and tactical allocations serve as
tools for diversification rather than return enhancement alone.

In an era of constant information and rapid market commentary, maintaining a long-term perspective remains one of
the most valuable disciplines an investor can cultivate. Market cycles will continue to unfold, and periods of uncertainty
are inevitable. History consistently demonstrates, however, that investors who remain aligned with their long-term goals
and avoid emotionally driven decisions are better positioned to navigate volatility.

January offers an opportunity to revisit this principle, to reaffirm investment objectives and ensure portfolios are struc-
tured to withstand both opportunity and uncertainty. As 2026 begins, the investment environment calls for clarity rather
than conviction, and preparation rather than prediction. Markets will evolve, data will change, and new challenges will
emerge. What remains constant is the importance of discipline, diversification, and informed decision-making.

The analyses presented in this newsletter are intended to support these principles, offering insight into markets, eco-
nomics, and strategy within a rapidly changing landscape. The start of a new year is not about forecasting outcomes
with certainty, but about entering the journey with intent. The markets of 2026 will likely reward those who stay invested
in quality, remain patient through volatility, and adhere to a well-defined strategy.

As always, our focus remains on navigating this environment with diligence, transparency, and a long-term perspec-
tive, keeping investor interests at the core of every decision we make.

Editorial Team
Profes Capital



MARKET TRENDS

Global Market Overview: Entering 2026 with Measured Optimism

The global financial markets enter January 2026 at an important inflection point. After navigating elevated inflation, ag-
gressive monetary tightening, and geopolitical uncertainty over the past two years, markets are now transitioning into
a phase of relative macro stability. While growth remains uneven across regions, the overall investment environment
has become more predictable compared to the volatility experienced earlier in the cycle.

The closing months of 2025 were marked by moderating inflation trends, stable interest rate expectations, and resilient
corporate earnings. As a result, investor sentiment improved gradually, though risk appetite remained selective rather
than broad-based. Market participants are increasingly distinguishing between assets with strong fundamentals and
those that benefited primarily from liquidity-driven rallies.

Asset Class Performance: How Major Markets Closed 2025

As markets transition into the new year, a

review of asset class performance at the

end of 2025 provides valuable context for 745
portfolio positioning. Equities emerged as

the strongest-performing asset class, sup-

ported by steady earnings growth and eas-

ing macroeconomic concerns. Developed

market equities outperformed emerging 216

markets, reflecting stronger institutional 8 17
flows and policy stability. P

Fixed income delivered modest but posi-

tive returns, marking a notable turnaround vae

after a challenging period of rising yields. EqUItIeS Bonds GOId

Bonds once again began to play their tra-

ditional role as portfolio stabilizers rather

than sources of capital loss. Gold maintained steady performance, benefiting from central bank purchases and linger-

ing geopolitical risks, while crude oil faced pressure from supply-side dynamics and subdued demand growth. This
divergence across asset classes reinforces the importance of diversified allocation as markets enter 2026.

Sectoral Trends: Where Equity Strength Is Concentrated

Sector-level analysis reveals important insights into market leadership. Technology and digital infrastructure-related
sectors remained key contributors to equity returns, though valuations have moderated compared to previous years.
Financials benefited from stable interest rate spreads and improved asset quality, while infrastructure and capital
goods sectors gained from ongoing public and private investment initiatives.

Consumer discretionary sectors, on the other hand, reflected mixed trends. While urban consumption remained resil-
ient in several economies, rural and discretionary spending showed signs of moderation due to lingering cost pres-
sures.

These trends suggest that sector selection will remain a critical driver of portfolio performance in 2026, reinforcing the
importance of active management strategies.
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Equity Markets: Performance Driven by Selectivity

Equity markets continue to attract investor attention, though
the nature of participation has evolved. Instead of broad-
based rallies, performance has been increasingly driven
by region-specific and sector-specific factors. Developed
markets, particularly those with strong technology and fi-
nancial sectors, closed 2025 on a firm footing.

Emerging markets showed mixed performance. While
some economies benefited from improving domestic de-
mand and reform momentum, others faced challenges re-
lated to currency volatility and capital outflows. This diver-
gence highlights that emerging market exposure in 2026
is likely to be more selective, favouring countries with sta-
ble macroeconomic frameworks and manageable external
balances.
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From an investment perspective, equity allocations are increasingly tilted towards companies with consistent cash

flows, pricing power, and strong governance structures.

Manufacturing Pulse Holds Steady Amid External Headwinds

Palicy Rates vs. 10-Year Bond Yield Trends (2024-2025)

WS- 20504
Year-Month

Fixed income markets enter 2026 with renewed rele-
vance. Following a prolonged period of uncertainty, in-
terest rates in major economies appear closer to their
cyclical peaks. Central banks have adopted a data-de-
pendent stance, signaling caution rather than continued
aggressive tightening.

This stabilization has improved the outlook for bonds, par-
ticularly high-quality government and investment-grade
corporate debt. Yields remain attractive relative to recent
years, allowing investors to generate income without as-
suming excessive credit risk. Duration risk is being man-
aged carefully, but longer-maturity bonds are gradually
being reintroduced into portfolios.

For conservative and income-focused investors, fixed

income once again offers a compelling risk-reward bal-
ance.
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Inflation and Macroeconomic Signals: A New Equilibrium

Inflation remains a central variable, shaping market Inflation Trencs vs. Centrel Bank Targets (2025)
expectations, even as pressures have moderated.
While inflation levels in many economies remain above
pre-pandemic averages, they have moved closer to
central bank target ranges. This moderation has re-
duced policy uncertainty and supported asset price
stability.

lation Rate (%)

However, real interest rates remain positive, marking
a structural shift from the ultra-low-rate environment
of the past decade. This change continues to favour , T ,
financially disciplined businesses and penalize highly & & & & & +
leveraged balance sheets.

The macroeconomic environment entering 2026 is therefore best described as stable but selective—supportive of
growth, yet demanding prudence.

Commodities: Tactical Opportunities Amid Divergence

Commodity markets presented a mixed picture at the start of 2026. Gold continued to play its traditional role as a
hedge against geopolitical risk and currency fluctuations, supported by sustained central bank demand. Energy mar-
kets, particularly crude oil, faced headwinds from supply imbalances and slower global industrial growth.

Industrial metals remained range-bound, reflecting moderate infrastructure demand balanced against global growth
concerns. For investors, commodities are best positioned as tactical allocations rather than core portfolio components.

Portfolio Implications: Positioning for the Year Ahead

January is traditionally a month for portfolio reassessment, and current market conditions underscore the importance
of balanced positioning. Investors are increasingly focusing on diversification across asset classes, regions, and sec-
tors rather than concentrated directional bets.

Key strategic considerations for 2026 include:

'T Maintaining exposure to high-quality equities with earnings visibility

{

[ ]
\ 4

Using fixed income for income generation and stability

- Limiting exposure to highly volatile or speculative assets

Emphasizing risk management and asset allocation discipline

Outlook: Discipline Over Speculation

As 2026 begins, markets are entering a phase where fundamentals, valuations, and execution matter more than senti-
ment-driven narratives. While opportunities remain across asset classes, returns are likely to be more incremental and
differentiated.

For investors, the focus in the months ahead should remain on long-term objectives, prudent risk-taking, and disci-
plined portfolio construction—principles that are essential in navigating a maturing market cycle.

Profes Feb 2026



ECONOMIC OUTLOOK

Global Economic Backdrop: A Year of Adjustment, Not Acceleration

The global economy enters January 2026 in a phase of structural adjustment rather than rapid expansion. After nav-
igating persistent inflationary pressures, aggressive monetary tightening, and geopolitical disruptions over the past
two years, economic conditions have begun to stabilize—albeit at different speeds across regions.

Global growth closed 2025 at a moderate pace, supported by resilient services demand, easing supply-chain con-
straints, and gradual normalization of price pressures. However, economic momentum remains uneven, with developed
economies showing signs of late-cycle moderation while select emerging markets demonstrate relative resilience.

For investors, the economic narrative at the start of 2026 is no longer dominated by crisis management but by growth
sustainability and policy calibration.

Growth Trends: Divergence Across Regions

Global Economic growth trends highlight a clear divergence be- Latmated Gltal GO ronth b Hegon 14022)
tween regions. Developed economies recorded modest expansion
in 2025, constrained by tighter financial conditions and slower con-
sumer spending. While recession risks receded, growth remained
below long-term averages.

In contrast, several emerging economies benefitted from improving
domestic demand, public infrastructure spending, and favourable
demographics. Asia-led growth continued to outpace global averag-
es, supported by manufacturing recovery and services-led expan-
sion.

GOP Growth Rate (%)

This divergence reinforces the importance of region-specific allocation strategies rather than uniform global exposure.
Investors increasingly need to differentiate between cyclical slowdowns and structural growth opportunities.

Inflation Dynamics: Moderation Without Complacency

Inflation trends improved meaningfully over the course of 2025,

entering 2026 at more manageable levels across major econ-
2025 nflation Trends: Giobal vs. Asla & India omies. Energy prices stabilized, supply-side pressures eased,
= and tighter monetary policy effectively curtailed demand-driv-
en inflation.

However, inflation remains structurally higher than pre-pan-
demic norms. Core inflation components—particularly services
and wages—continue to reflect tight labour markets and ele-
vated input costs.

Inflation Rato (%)

\ From an investment standpoint, the current inflation environ-

=% —=— Mment supports stable asset prices but does not justify compla-
cency. Pricing power, cost efficiency, and margin sustainability
remain critical factors in evaluating investment opportunities.

]
Maonth (2025)
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Monetary Policy Environment: From Tightening to Tactical Pause

Central Bank Policy Rates Trend (2024-2025)

One of the defining economic developments entering 2026 is
the shift in monetary policy stance. Major central banks have .
moved away from aggressive tightening toward a more cau-
tious, data-dependent approach. Policy rates remain elevated,
but expectations of further sharp increases have diminished.

Policy Rate (%)

This transition has reduced volatility across financial markets
and improved forward visibility for businesses and investors
alike. Importantly, the persistence of positive real interest rates
marks a structural departure from the ultra-accommodative .. _ -
era that dominated the previous decade. R

For investors, this environment favours disciplined capital allocation, sustainable leverage, and businesses capable of
operating profitably without reliance on cheap funding.

Labour Markets and Consumption: Gradual Normalization

Labour markets remained relatively strong through 2025, though signs of gradual cooling have emerged. Employment
growth moderated, job vacancy rates declined, and wage growth began to stabilize. This normalization has helped
ease inflationary pressures without triggering widespread job losses.

Consumer spending patterns reflected this shift. Essential and services-based consumption remained resilient, while
discretionary spending showed selective moderation. Households have become more price-sensitive, prioritizing val-
ue and necessity over excess consumption.

These trends suggest that economic expansion in 2026 will be consumption-supported but not consumption-driven,
reinforcing the need for realistic growth expectations.

Inciia Labsour Market Cooling incicatory (034~ 2008

— (5.1

-—

Fiscal Policy and Public Spending: A Stabilizing Force

Fiscal policy continues to play a stabilizing role in the economic outlook. Governments across regions have main-
tained targeted spending on infrastructure, energy transition, and social support programs, while gradually reducing
broad-based stimulus.

Public investment has helped offset private sector caution, particularly in capital-intensive industries. However, elevat-
ed fiscal deficits and rising debt servicing costs remain medium-term considerations.

For investors, sustained public spending supports sectors linked to infrastructure, manufacturing, and essential ser-
vices, while reinforcing the importance of fiscal discipline at the sovereign level.

Profes Feb 2026 @)



Trade, Supply Chains, and Geopolitical Risks

Global trade conditions improved modestly in late 2025 as supply-chain disruptions eased and shipping costs normal-
ized. However, geopolitical fragmentation and strategic realignment continue to influence trade flows.

Nearshoring, friend-shoring, and regional trade partnerships are reshaping global production networks. While these
shifts enhance resilience, they also introduce cost inefficiencies and transitional friction.

Investors must account for geopolitical risk premiums, particularly in export-driven sectors and regions exposed to
policy uncertainty.

Lascpyartcm Bak v Wisrsed oty G- 0

Implications for Asset Allocation: Economics to Markets
The current economic landscape entering January 2026 supports a balanced and selective investment approach.
Moderate growth, stable inflation, and restrictive-but-predictable monetary policy create an environment where returns

are likely to be earned through allocation discipline rather than directional macro bets.

Key economic implications for investors include:
3 e | Preference for quality assets with earnings visibility
J \) Continued relevance of fixed income for income and stability
J :) Selective equity exposure aligned with structural growth trends

J o ) Cautious positioning in highly leveraged or cyclical segments

Economic conditions are no longer uniformly supportive, but they are sufficiently stable to allow for strategic position-
ing.

Outlook: A Year Defined by Prudence and Differentiation

As 2026 begins, the global economy is neither overheating nor contracting sharply. Instead, it is settling into a phase
of moderated growth, tighter financial conditions, and increased emphasis on efficiency and productivity.

For investors, this environment rewards realism over optimism, analysis over speculation, and long-term discipline
over short-term opportunism. Economic clarity may be limited, but policy direction and structural trends provide a
foundation for informed decision-making.

Profes Feb 2026



REGULATORY UPDATES

Regulatory Landscape Overview: A Year of Consolidation and
Oversight

As markets enter January 2026, the regulatory environment reflects a phase of consolidation rather than aggressive
reform. Following multiple years of heightened market volatility, global regulators have shifted focus toward strength-
ening systemic resilience, enhancing transparency, and reinforcing investor protection mechanisms.

Across jurisdictions, the emphasis has been on refining existing frameworks rather than introducing disruptive policy
shifts. Regulatory bodies continue to balance market development with risk containment, particularly in areas such as
disclosure standards, risk management, digital finance, and investor suitability norms.

For fund managers and investors alike, 2026 begins with a regulatory environment that is stable but increasingly com-
pliance-intensive, underscoring the importance of governance and procedural discipline.

Capital Markets Regulations: Strengthening Transparency and
Disclosure

t1=Law, 2=Meiium, 3=High)

Recent regulatory updates in capital markets have focused on
improving transparency, standardizing disclosures, and reducing
information asymmetry. Regulators have reinforced requirements
around periodic reporting, valuation methodologies, and con-
flict-of-interest disclosures for asset managers and intermediaries.

Enhanced disclosure norms aim to provide investors with clearer
insights into portfolio risks, fee structures, and investment strat-
egies. These measures are designed to support informed deci-
sion-making and promote long-term trust in capital markets.

2035

From an investment standpoint, improved transparency benefits disciplined fund ménagers while placing éreater
scrutiny on aggressive or opaque strategies.

Capital Markets Regulations: Strengthening Transparency and
Disclosure

Regulatory oversight of mutual funds and portfolio management services has intensified, particularly around suitability
and risk alignment. Regulators have reiterated the need for products to be clearly matched to investor risk profiles,
time horizons, and financial objectives.

Key regulatory themes include:

Stricter classification and Enhanced stress testing and Clearer communication of
labelling of schemes risk reporting downside risks

These measures aim to prevent mis-selling and ensure that investors fully understand the risk-return characteristics of
the products they invest in. For fund managers, this translates into stronger internal risk frameworks and more robust
client onboarding processes.

Profes Feb 2026



ESG and Sustainability Regulations: From Voluntary to Structured

Growth in Global ESG Regulatory Reporting Requirements (2000-2026)

= Cunulatig ESG Ruguistices

Environmental, Social, and Governance (ESG) considerations =
continue to gain regulatory traction entering 2026. What began as
voluntary disclosure initiatives are increasingly becoming struc-
tured and standardized reporting obligations.

g
g

S

Regulators are focusing on:

Cumulative Number of Reguiations/Polcies
3

&

e Uniform ESG disclosure frameworks
e Prevention of greenwashing

e |ntegration of ESG risks into investment decision-making s o s o =

For investors, these developments enhance comparability and credibility of ESG-focused products. For fund manag-
ers, they require tighter documentation, data validation, and governance oversight to ensure regulatory alignment.

Digital Assets and Technology-Driven Finance: Controlled Expansion

Regulatory frameworks around digital assets, fintech platforms, and algorithmic trading continue to evolve cautiously.
Rather than outright restriction, regulators are opting for controlled expansion supported by registration, reporting, and
risk management requirements.

Areas of regulatory attention include:

Custody and safeguarding of digital assets | Technology risk management Cybersecurity and data protection

These developments reflect regulators’ intent to encourage innovation while safeguarding market integrity and inves-
tor interests. For investment firms, technology adoption must now be accompanied by formal risk and compliance
frameworks.

Cross-Border Investments and Reporting Obligations

Cross-border investment activity remains subject to enhanced reporting and compliance standards. Regulators are
focusing on capital flow transparency, tax reporting, and alignment with international information-sharing agreements.

Increased scrutiny of foreign investments and fund flows underscores the need for accurate reporting, timely disclo-
sures, and coordination with custodians and tax advisors. For investors, these measures support market integrity but
may increase procedural complexity.

Compliance Corner: Strengthening Internal Governance

C.omplianoe .is no Ionger.a back-office function—it. is a core strate-  comPpLIANCE RisK
gic pillar for investment firms. Regulatory expectations increasingly — &Tvees of compliance Risk
emphasize the role of compliance in risk prevention rather than post-

fact reporting.

e N0 P s
Safety

. . . . . i 06 o 02
Best practices gaining prominence include: &

Compliance
Risk

Independent compliance oversight

Regular internal audits and reviews

Comprehensive documentation of investment decisions
Clear escalation mechanisms for regulatory breaches

Firms with strong compliance cultures are better positioned to manage regulatory change, protect investor interests,
and maintain reputational integrity.

Profes Feb 2026



Investor Communication and Disclosure: Clarity as a Regulatory
Priority

Clear and consistent investor communication has emerged as a regulatory priority. Regulators are focusing on how
risks, returns, and costs are communicated—not just what is communicated.

This includes:

Simplified language in Standardized performance Clear articulation of
disclosures reporting strategy changes

For investors, improved communication enhances understanding and confidence. For fund managers, it requires col-
laboration between investment, legal, and compliance teams to ensure consistency and accuracy.

Implications for Investors: Navigating a Regulated Environment

From an investor perspective, the evolving regulatory landscape enhances protection and transparency but also rein-
forces the importance of selecting professionally managed, compliant investment vehicles.

Key implications include:

Greater clarity on product risks and costs

N

Reduced likelihood of mis-selling

Enhanced confidence in regulated investment structures

A\

=

Investors are increasingly recognizing compliance strength as an indirect indicator of fund quality and long-term sus-
tainability.

Outlook: Regulation as a Catalyst for Market Maturity

As January 2026 begins, regulatory developments reflect a broader trend toward market maturity rather than restric-
tion. While compliance requirements are becoming more detailed, they also contribute to stronger governance, re-
duced systemic risk, and improved investor confidence.

For fund management firms, the challenge lies not in compliance itself, but in integrating regulatory discipline seam-

lessly into investment operations. Firms that treat regulation as a strategic enabler rather than an obligation are better
positioned to thrive in a complex and evolving market environment.
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PORTFOLIO

PERSPECTIVES

(Featuring content from our regular blog series)

RETURN ON INVESTMENT

Return on Investment (ROI) is one of the most commonly used financial metrics to evaluate the performance of an
investment. It measures how much profit or loss an investment generates in relation to the amount of money invested.
Because ROl is expressed as a percentage, it allows investors to compare different investment options in a standard-
ized and easily understandable way.

In both personal finance and professional investing, ROI functions as a key performance indicator (KPI). It helps inves-
tors assess efficiency, compare alternatives, and review the success of investment decisions over time.

ROl answers a fundamental investment question: How effectively is my capital being used?

A higher ROI generally indicates better performance, while a lower or negative ROl suggests underperformance or
loss. However, ROI should always be interpreted in context, taking into account risk, time horizon, and market condi-
tions.

How Is Return on Investment Calculated?

ROl is calculated by dividing the net gain from an investment by its initial cost and expressing the result as a percent-
age.

Formula:

ROI (%) = (Net Gain / Initial Investment) x 100
Example: If an investor purchases shares worth $1,000 and later sells them for $1,200, the net gain is $200.

ROI = (200 / 1,000) x 100 = 20%
This means the investment generated a 20 percent return on the original capital.

Types of ROI Calculations

ROI can be measured in different ways depending on the nature of the investment and the purpose of analysis.

Gross ROl includes total returns such as capital appreciation, dividends, or interest, without deducting
expenses.

Net ROI accounts for costs like taxes, brokerage charges, and management fees, providing a more
accurate picture of actual profitability.

Annualized ROI standardizes returns over a one-year period, making it useful for comparing invest-
ments held for different durations.

Compound Annual Growth Rate (CAGR) measures the average annual return of an investment over multiple years,

assuming profits are reinvested. CAGR is commonly used for long-term investments such as mutual funds and retire-
ment portfolios.
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Factors That Influence ROI

Several internal and external factors affect return on in-
vestment such as, the type of investment (equities, fixed
income, real estate, etc.), level of risk involved, invest-
ment time horizon, fees, taxes, and transaction costs and
market conditions, including interest rates and economic
cycles. Understanding these factors helps investors set
realistic expectations and avoid misleading conclusions
based solely on percentage returns.

Common ROI Benchmarks

How to Interpret ROI Correctly

Several internal and external factors affect return on in-
vestment such as, the type of investment (equities, fixed
income, real estate, etc.), level of risk involved, invest-
ment time horizon, fees, taxes, and transaction costs and
market conditions, including interest rates and economic
cycles. Understanding these factors helps investors set
realistic expectations and avoid misleading conclusions
based solely on percentage returns.

To assess whether an investment has performed well, ROl is often compared against standard benchmarks, including
the inflation rate, broad market indices such as the S&P 500 or the Dow Jones Industrial Average, industry-specific
averages and historical returns of similar assets. Benchmarks provide context and help determine whether returns

represent genuine outperformance.

How Investors Can Improve ROI

Improving ROl is not limited to chasing higher returns. It also involves managing risk and reducing inefficiencies. It
can be done by diversifying investments to spread risk, periodically reviewing and rebalancing portfolios, reducing
unnecessary fees and expenses and staying informed about market developments. Over time, disciplined invest-

ment practices can significantly enhance overall returns.

Return on Investment (ROI) is a foundational concept in finance that helps investors measure performance, com-
pare opportunities, and make informed decisions. When used alongside other financial indicators and risk consid-
erations, ROl becomes a powerful tool for building sustainable and goal-oriented investment strategies.

HEDGE FUND

A hedge fund is a pooled investment vehicle that employs flexible, active, and often complex investment strategies
to generate absolute returns for its investors, irrespective of market direction. In the Indian context, hedge funds are
categorized under Category lll Alternative Investment Funds (AlFs) as per the SEBI (Alternative Investment Funds)

Regulations, 2012.

Unlike traditional investment funds that typically follow long-only strategies and benchmark-relative performance,
hedge funds seek to exploit market inefficiencies by employing strategies such as:

[

Long/short equity I

[

Derivatives-based trading \

Arbitrage (merger,
convertible, statistical)

Global macro and
event-driven strategies

These strategies aim to enhance risk-adjusted returns (alpha) by dynamically adjusting exposures across asset class-

es and geographies.
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Key Characteristics of Hedge Funds

Hedge funds are permitted to borrow or engage in leveraged trades, subject to
Leverage Usage: SEBI-defined risk management frameworks, allowing for amplified exposure and
potential return enhancement.

Sophisticated Given their high-risk, high-return nature, hedge funds are accessible only to qual-
Investor Base ified investors, with a minimum investment threshold of INR 1 crore per investor.

Category Il AIFs have fewer restrictions on asset allocation and can invest across
Liberal Mandate listed/unlisted equities, debt, derivatives, structured instruments, and global mar-
kets (subject to RBI and SEBI guidelines).

Hedge funds typically operate on a “2 and 20” model — a fixed management fee
Fee Structure (e.g., 2% of assets under management) and a performance-linked carried inter-
est (e.g., 20% of profits above a hurdle rate).

o These funds may offer periodic liquidity (e.g., quarterly or annual redemptions),
Liquidity Terms though many remain closed-ended to allow the execution of longer-horizon strat-
egies.

Unlike Category | and Il AlFs, Category Il AlFs (hedge funds) are not granted
pass-through status under Indian tax laws and are taxed at the fund level, de-
pending on the nature of income.

Taxation

Risk-Return Profile

While hedge funds are designed to deliver positive absolute returns, they are also subject to significant market, opera-
tional, and strategy-specific risks, including volatility from leverage, model risk, and liquidity mismatches. Accordingly,
hedge funds require advanced risk management systems and compliance oversight.

In summary, hedge funds represent a sophisticated segment of the alternative investment space, offering dynamic
and often uncorrelated returns through active portfolio management and derivative-based strategies. Within the regu-
latory framework of Category Il AlFs, they provide a vital avenue for portfolio diversification, tactical asset allocation,
and alpha generation in institutional and HNI portfolios.
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INVESTING 101

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.

What Is an Asset Class?

An asset class is a group of investments that share similar risk, return potential, and market behaviour. Some assets
grow fast but fluctuate a lot, while others are stable but grow slowly. No asset performs best in all conditions, which is

why diversification matters.

Let’s look at the major asset classes every investor should know.

INVESTING 101:
Understanding Asset Classes

Where can you invest your money?

A

ey

Savings, Liquid Funds Bonds, Fixed Deposits

Safe & Accessible Stoble lncome

Gold ETFs, SGBs

Hedge & Diversify

2 B & &

Cash Debt Gold

Real Estate

Property hevestment

Equity
Stocks, Equity Funds

Tongible Asset High Growth

RISK & RETURN

Moderate Risk

g Low Risk
Low

High Risk

Higher Return W
HIGH

Smart Investing = A Balanced Mix

Combine Assets Wisely for Your Goals

Debt: Stability and Predictable
Income

Debt investments involve lending money to govern-
ments, companies, or banks in exchange for interest.
Fixed deposits, bonds, and debt mutual funds fall under
this category.

Debt offers relatively stable and predictable returns with
lower volatility compared to equity. While it provides cap-
ital protection, long-term returns are generally modest.

Role in a portfolio: Stability, income, and short- to medi-
um-term goals.

Cash: Safety and Liquidity

Cash includes savings accounts, liquid funds, and mon-
ey kept for immediate use. It offers the highest safety
and instant access, making it essential for emergencies
and short-term needs.

However, cash generates very low returns and usually
fails to beat inflation over time. Holding too much cash
for long periods can slowly erode purchasing power.

Role in a portfolio: Emergency fund and short-term ex-
penses.
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Gold: Hedge and Diversifier )

.

Gold has historically acted as a store of value during economic uncertainty. Investors use gold to diver-
sify their portfolios and reduce overall risk.

Gold does not generate income like interest or dividends, and its returns can be inconsistent over long
periods. Its strength lies in protecting wealth rather than multiplying it.

Role in a portfolio: Risk hedge and diversification.

Real Estate: Tangible Long-Term Asset )

.

Real estate involves investing in physical property, either for rental income or long-term appreciation. It
can generate steady cash flows and benefit from rising property values.

However, real estate is capital-intensive, illiquid, and often requires active management. Returns vary
significantly based on location and market conditions.

Role in a portfolio: Long-term wealth creation for investors with adequate capital and patience.

Equity: Growth and Wealth Creation )

Equity represents ownership in businesses. Stocks and equity mutual funds benefit from economic
growth, rising corporate profits, and innovation.

Equity offers the highest long-term return potential but also comes with short-term volatility. Market ups
and downs are normal, and patience is key.

Role in a portfolio: Long-term wealth creation and inflation beating returns.

Risk and Return: The Trade-Off )

As a general rule, assets with higher return potential also carry higher risk. Cash sits at the lowest end
of the risk spectrum, while equity sits at the highest. Smart investing is not about choosing the safest or
the riskiest asset, it's about choosing the right mix.

This mix is called asset allocation, and it often matters more than picking individual stocks or funds.

Key Takeaway )

.

A strong investment portfolio is not built on a single asset class. It is built by combining different assets
in a way that matches your goals, time horizon, and risk tolerance. The right balance helps you stay
invested, manage volatility, and grow wealth steadily over time.
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MARKET MYTH

BUSTING

Myth I: If everyone is investing in it, it must be safe.

Reality: Popularity is not the same as safety.

When a large number of investors rush into the same in-
vestment, prices often rise faster than the underlying value.
This creates a false sense of security — people assume
that if “everyone” is buying, the risk must be low. In reality,
crowded investments can become more risky, not less.

Markets are forward-looking. By the time an investment
becomes widely popular, a significant portion of its poten-
tial returns may already be priced in. What follows is often
slower growth, sharp corrections, or long periods of under-
performance.

History shows that many of the most painful losses hap-
pened in assets that were once considered “obvious” and
“safe” because of mass participation. Popularity attracts
momentum, not protection.

The real risk is not being alone — it's buying without under-
standing why something is rising and what could go wrong.

KEY TAKEAWAY

An investment is not safe because everyone owns it.

It is safe only if the risk, valuation, and purpose match
your financial goals.

FACT CHECK

During the dot-com bubble, tech stocks were con-
sidered safe because “the internet was the future.”
Many fell over 80% despite mass participation.

In 2008, global real estate was seen as a safe,
must-own asset — until prices collapsed world-
wide.

In 2021, heavily owned growth stocks and thematic
funds corrected sharply after record inflows.
Academic studies show that crowded trades tend
to deliver lower future returns due to overvaluation.

Myth 2: Long-term investing means never selling.

Reality: Long-term investing does not mean holding an in-
vestment forever without review.

Businesses evolve, industries get disrupted, management
quality changes, and personal financial goals shift over
time. Holding an investment blindly despite deteriorating
fundamentals can turn discipline into negligence. It means
aligning investments with long-term goals while remaining
flexible to change.

Successful long-term investors hold convictions, not po-
sitions. They stay invested when the original reasons for
investing remain intact — and exit when those reasons no
longer exist.

Selling is not a failure. In many cases, it is a sign of better
judgment, improved information, or a change in priorities.

KEY TAKEAWAY

Long-term investing means staying committed to your
goals, not married to your investments.
Review periodically. Hold with conviction. Sell with clar-

ity.

The discipline lies in knowing when not to act and when
you must.

FACT CHECK

Many once-dominant companies lost relevance
over time despite strong early performance.
Long-term studies show that portfolio rebalancing
improves risk-adjusted returns.

Even legendary long-term investors regularly exit
positions when facts change.

Funds and portfolios that periodically review and
rebalance tend to outperform those that remain
static during structural shifts.
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FINANCIAL PLANNING

Cash Flow Planning: The Most Ignored Pillar

Most people believe financial success begins with investing. In reality, it begins much earlier — with cash flow.

You can pick the best mutual funds, understand asset allocation perfectly, and still struggle financially if your cash flow
is mismanaged. On the other hand, individuals with average incomes but strong cash flow discipline often build far
more stable and stress-free financial lives.

Cash flow planning is not glamorous. It does not promise quick returns. But it quietly determines whether your financial
plan survives real life.

Cash Flow Planning Funnel

Earnings - _

Categorizing Your Expenses

Fixed Variable
Expenses |54/

. ® . k- b
-4 :

Recurring Daily Wants &
needs lifestyle  luxuries

The Power of Saving

- Save/invest

Earn >» Save/Invest >» Spend

Prioritize Savings & Investments before Expenses

20 Years
< 5,000/month = %10,000/month = ¥20,000/month

Recurring Savings + Average Returns = Wealth Growth
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Why Income Alone Is Not Enough

Income creates opportunity, not security.
Two people earning the same salary can end up in completely different financial situations. One may feel constantly
stretched despite earning well, while the other steadily builds savings and investments. The difference is rarely intelli-
gence or luck. It is control over cash flow.

Cash flow reflects how efficiently income is converted into savings, investments, and lifestyle choices. Without struc-
ture, higher income often leads to higher expenses — not higher wealth.

What Cash Flow Planning Really Means

Cash flow planning is the process of understanding how money enters, moves through, and exits your financial life.

It answers a few fundamental questions:

How much money do you actually receive after taxes?

Where does it get spent every month?

What portion is saved or invested intentionally?

What portion disappears without adding long-term value?

At its core, cash flow planning is about awareness before optimization. You cannot improve what you do not clearly
see.

Understanding Your Inflows: Start With Reality

Cash flow planning always begins with inflows — but only net inflows matter.

This includes salary after tax, business income, freelance earnings, rental income, and any other regular receipts.
Planning based on gross income creates false comfort and leads to overspending.

The goal is not to inflate income numbers, but to understand what is actually available for use.

Clarity here prevents overcommitment later.

Expenses: Where Cash Flow Breaks Down

Expenses are where most financial plans silently fail.
They typically fall into three broad categories:

Fixed expenses are predictable and recurring — rent, EMIs, insurance premiums, school fees, and utilities. These form
the non-negotiable base of your monthly outflow.

Variable expenses fluctuate -groceries, eating out, travel, shopping, and entertainment. This is where cash leakage
often occurs unnoticed.

Discretionary expenses include lifestyle upgrades and impulse purchases. While not inherently bad, unchecked dis-
cretionary spending can derail savings without being immediately visible.

Cash flow planning is not about cutting joy. It is about ensuring spending aligns with priorities, not habits.
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The Importance of the Savings Rate

One of the most underestimated drivers of wealth is the savings rate.

While investment returns depend on markets, the savings rate is fully within personal control. Increasing savings by
even a few percentage points has a guaranteed impact on long-term outcomes.

Many investors focus heavily on finding the “best” investment, while ignoring whether enough money is being set aside
to invest meaningfully.

You cannot compound what you never save.

Pay Yourself First: A Simple Shift with Massive Impact

Traditional money flow looks like this:
Earn Spend Save (if anything is left)

Cash flow planning reverses the sequence:
Earn Save/lnvest Spend the remainder

By automating savings and investments at the beginning of the month, discipline becomes structural rather than emo-
tional. What remains in the account defines the spending boundary.

This approach removes decision fatigue and dramatically improves consistency.

Cash Flow Is Not Budgetin

Budgeting often feels restrictive because it focuses on limits. Cash flow planning focuses on direction.
Instead of asking, “How much can | spend?”, it asks:

What is this money meant to do for me? J

Which goals does it support? j

>

Which expenses genuinely improve quality of life? J

When money has a defined role, waste naturally reduces.

Aligning Cash Flow with Life Goals

Every surplus rupee should be assigned purpose.

Some funds support immediate needs, some build safety through emergency reserves, and others fuel long-term
goals like retirement or education. When cash flow is aligned with goals, financial decisions become simpler and less
emotional.

This alignment also prevents one of the most common mistakes in personal finance — investing aggressively while
basic financial foundations remain weak.
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Aligning Cash Flow with Life
Goals

Every surplus rupee should be assigned purpose.

Some funds support immediate needs, some build safety
through emergency reserves, and others fuel long-term
goals like retirement or education. When cash flow is
aligned with goals, financial decisions become simpler
and less emotional.

This alignment also prevents one of the most common
mistakes in personal finance — investing aggressively
while basic financial foundations remain weak.

How Cash Flow Changes Across
Life Stages

Cash flow planning is not static.

Early in one’s career, the focus is on building habits and
flexibility. As responsibilities grow, planning shifts toward
balancing lifestyle, investments, and obligations. Later,
predictability and income stability become more impor-
tant than aggressive growth.

What remains constant is the need for clarity and control.

Cash Flow and Investing: An Invisible Connection

Strong cash flow enables good investing behaviour.

It allows investors to:

Continue SIPs during market volatility

Avoid panic selling during downturns

Invest opportunistically during corrections I

Stay patient during long consolidation phases I

Weak cash flow does the opposite. It forces withdrawals, pauses investments at the worst times, and increases reli-

ance on debt during emergencies.

Market discipline is often a cash flow outcome, not a mindset problem.

The Bigger Picture

Most financial stress does not come from bad investments. It comes from unmanaged cash flow.

When income direction is clear, investing becomes easier, goals feel achievable, and financial confidence grows qui-

etly over time.

Cash flow planning may not feel exciting — but it determines whether every other financial decision works or breaks.
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MARKET ANALYSIS

by Ujjwal Sharma

Reading the Markets at the Start of 2026

As the calendar turns to January 2026, financial markets find themselves at a critical juncture. The excess volatility that
defined earlier phases of the cycle has gradually given way to a more structured and data-driven environment. Price
movements are no longer dictated solely by liquidity or policy speculation; instead, they increasingly reflect earnings
strength, balance-sheet resilience, and realistic growth expectations.

From a market analysis perspective, this transition makes both technical indicators and fundamental metrics espe-
cially relevant. While charts help identify trend strength and market psychology, fundamentals provide the conviction
required to sustain investment decisions beyond short-term movements.

Technical Analysis: Trend Structure Remains Intact

Technical indicators suggest that broader equity markets
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entered 2026 with their primary uptrends still intact. Major =7 =&
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positive despite intermittent corrections.
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more orderly price discovery.

From a technical standpoint, markets appear to be digesting gains rather than reversing direction—a healthy char-
acteristic in maturing bull phases.

Momentum and Market Breadth: Narrow but Improving

One area that required attention through late 2025 was market breadth. While headline indices posted gains, partici-
pation was initially concentrated in select large-cap stocks. However, recent technical data indicates gradual improve-
ment in breadth, with a rising number of stocks participating in upward moves.

Momentum oscillators such as RSI have remained in neutral-to-positive territory, suggesting the absence of extreme
overbought conditions. This supports the view that current rallies are being built on consolidation rather than excessive
speculation.

For investors, improving breadth strengthens the technical case for selective exposure beyond index heavyweights.
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Support, Resistance, and Tactical Levels

From a tactical perspective, markets continue to respect well-defined support and resistance zones. Breakouts above
previous resistance levels toward the end of 2025 were accompanied by higher volumes, lending credibility to the
moves.

At the same time, repeated tests of support zones have held firm, indicating that institutional participation remains
active. These technical signals collectively point toward a market that is structurally stable but tactically selective,
favouring disciplined entry points over momentum chasing.

Fundamental Analysis: Earnings Drive Market Direction

Fundamentals increasingly explain why markets have behaved the way they have. Corporate earnings growth, while
not explosive, remained resilient through 2025, supported by pricing power, operational efficiencies, and moderation
in input costs.

Margins stabilized after earlier compression, and balance sheets improved as companies prioritized deleveraging
over aggressive expansion. This earnings stability has underpinned valuations, preventing sharp multiple contractions
despite higher interest rates.

From a fundamental perspective, markets entering 2026 are not cheap, but they are supported by real earnings, not
speculative assumptions.

India 2025: Corporate Earnings Growth vs. Nifty S0 Performance
Year-and Recovery
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Valuations: Normalization Rather Than Excess

Valuation metrics have largely normalized compared to the extremes seen in earlier years. Price-to-earnings ratios
moderated as earnings caught up with prices, while return-on-equity metrics improved across several sectors.

This normalization is a positive signal for long-term investors. Markets are no longer pricing perfection, which reduces
downside risk and increases the importance of company-specific analysis.

Fundamentally strong businesses with predictable cash flows are commanding valuation premiums, while weaker
balance sheets are being penalized—a healthy sign of market efficiency.
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Sectoral Fundamentals: Divergence Creates Opportunity

Sector-level fundamentals reveal clear divergence. Capital-intensive and infrastructure-linked sectors benefited from
public spending and long-term investment cycles, while financials gained from stable credit demand and improved
asset quality.

Technology and digital services continued to grow, though at more sustainable rates. Meanwhile, consumption-linked
sectors reflected uneven demand, highlighting the importance of segment-specific exposure rather than broad the-
matic allocation.

This divergence reinforces the relevance of active management, where sector rotation and stock selection play a
greater role than index positioning.

bl
e
e
s
I I I n
- - - - o
o - - -
- e

Technical and Fundamental Confluence: Where Conviction Builds

The most compelling investment opportunities emerge where technical strength aligns with fundamental credibility.
Stocks and sectors showing higher highs on price charts, supported by earnings upgrades and improving cash flows,
tend to attract sustained institutional interest.

Conversely, technical rallies unsupported by fundamentals have proven short-lived, particularly in an environment
where capital is no longer abundant. This confluence approach—using charts to time entry and fundamentals to justify
exposure—has become central to effective portfolio construction in 2026.

Risk Signals to Monitor

Despite constructive signals, risks remain. Technically, sharp breaks below long-term averages would indicate trend
deterioration. Fundamentally, any material downgrade to earnings expectations or margin assumptions would warrant
reassessment.

Interest rates, while stable, remain elevated, making leveraged business models vulnerable. As such, continuous
monitoring of both price action and financial health is essential.

As January 2026 begins, market analysis underscores a simple but powerful truth: this is a market that rewards
preparation, not prediction. Technical indicators confirm trend stability, while fundamentals provide the earnings base
necessary to sustain valuations.

For investors, success in the current environment lies in combining technical discipline with fundamental depth—using

charts to understand market behaviour and financial analysis to identify genuine opportunity. In a market defined less
by excess and more by execution, this integrated approach remains the most reliable compass.
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WEALTH QUEST

Financial Tic-Tac-Toe

(The Knowledge Duel)

Claim a square by answering correctly

True / False
True / False SIP- Lon e, o
ong-term investin
Popular investments Full Form? g g
means never
are always safe
selling

True / False Diversification

Inflation 6%
Return 3%
Gain or Loss?

Higher returns
always mean
higher risk

reduces risk?

YES /NO

True / False
Cash is risk-free

Asset With
highest volatility?

True / False
Timing the market
bests time in
the market
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DISCLAIMER

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.
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