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Flls have sold over USD60b in
Indian equities since the
Sep’24 market peak, with
USD29b of outflows occurring
in CY26YTD

Metals & Mining remained the
only sector to witness positive
Fll inflows in both CY25 and
CY26YTD. Fll flows into Capital
Goods remained robust in
CY26YTD.

The ‘In And Out’ of Fll Flows: Exodus eases; is the tide turning?

B Indian markets have witnessed heightened volatility over the past 21 months,
remaining largely range-bound and below their Sep'24 peak. While DIl inflows have
reached a record level of USD162b during Oct'24-Jun'26, persistent Fll outflows of
USD60b have been the key driver of market volatility since Oct'24, reflecting a
cautious global stance toward India.

B Flis had turned negative on India since Oct’24, with outflows intensifying sharply
following the onset of the West Asia conflict in Feb’26. Over the past four months
(Mar'26-Jun'26), Flls have withdrawn nearly USD27.4b, contributing to a market
correction of almost 15% from the peak. However, after the announcement of the US-
Iran ceasefire agreement and the subsequent decline in crude oil prices, Fll selling
eased significantly, with flows turning net positive in the second half of Jun’26 at
USD1.3b vs. net outflows of USD4.3b in the first half of Jun’26.

B In this report, we analyze Fll flows across various sectors in the Indian markets in Jun’26
and CY26YTD and evaluate their broader stance across sectors for the year.

Fll flows reverse direction in second half of Jun’26

®  Notably, Fll outflows have continued for the fourth consecutive month in Jun’26
at USD5.2b. However, the selling eased materially, with flows turning net
positive in the second half of Jun’26 at USD1.3b.

®  Two-thirds of outflows in Jun’26 were driven by three sectors. Flls remained
most bearish on 0&G (-USD1.4b), Automobile (-USD1.1b), Metals (-USD1b) and
Technology (-USDO0.8b). In contrast, they were most bullish on Financials
(+USDO0.4b), Services (+USDO0.3b), and Consumer Durables (+USDO0.2b).

B Capital Goods recorded first outflows in six months at USDO0.4b in Jun’26.
Consumer Services (USDO.1b) recorded first inflows after five months of
outflows.

®  FMCG recorded 11 consecutive months of outflows, while Technology and
Telecom recorded six consecutive months of outflows.

CY26YTD: Flls remain buyers in Capital Goods and Metals

m  Following a record selloff of USD12.6b in Mar’26, Fll flows have remained
negative since then, with net selling of USD29.2b in Indian equities in CY26YTD.

B Five out of the last six months recorded Fll outflows, with Feb’26 being the only
month to see inflows of USD2.5b.

B In CY26YTD, Financial Services (USD11.8b) and Technology (USD3.7b) witnessed
the sharpest outflows, while Capital Goods (USD2.3b), Metals (+USD1.4b) and
Services (+USDO0.6b) saw the maximum inflows.

m Technology, FMCG and Telecom reported outflows for all six months of CY26,
while Capital Goods, Metals and Services recorded five, four, and three months
of inflows in the calendar year, respectively.

® Notably for CY25, Telecom remained the most preferred Fll bet, attracting
inflows of USD5.5b. In contrast, Technology, FMCG and Utilities witnessed big
outflows of USD8.6b, USD4.2b and USD3b, respectively.
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Average daily Fll flows swung

from USDO0.4b of selling during

the war period to USDO0.1b of

buying after the US-Iran
ceasefire.

FIl Flows

India rebounds in Jun’26; can the flows sustain?

India was among the positive performers in the key global markets in Jun’26.
While Fll flows remained highly sensitive to the external triggers, easing
geopolitical risks, lower crude oil prices, improving corporate earnings, and
sharp valuation corrections from CY24 highs, along with India's valuation
premium to other EMs at historic lows, leave fewer reasons for Flls to remain
net sellers for long.

The current cautious Fll stance largely reflects global capital chasing Al-led
opportunities. As the initial Al capex cycle matures, leadership is broadening to
secondary Al ecosystem plays, while improving macros are enhancing India's
attractiveness.

Fll flows have started to show signs of improvement, with average daily flows
shifting from net selling of around USDO0.4b during the West Asia conflict to net
buying of ~USDO0.1b following the US-Iran ceasefire announcement. This
turnaround has supported the rebound in Indian equities and indicates a
gradual improvement in Fll sentiment.

Exhibit 1: Fll outflows have continued for four consecutive months in Jun’26
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Exhibit 2: In Jun’26, FlIs sold O&G, Autos and Metals, while they remained buyers in Financials, Services and Cons. Durables

Source: NSDL, MOFSL
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Exhibit 3: Daily Fll selling intensity moderates following the US-Iran ceasefire announcement in Jun’26 (USD b)

FIl Flows
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Exhibit 4: Sector-wise monthly flows (USD m) - Two-thirds of the outflows in Jun’26 were driven by three sectors

2025 2026

Sectoral flows Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec |Jan Feb Mar Apr May Jun
Auto & Anc. -672 -454 -327 -375 11 553 -412 205 411 110 -183 -228 |-392 394 -1333 -583 -265 -1095
Capital Goods -658 -513 -32 -6 623 -215 37 216 340 -77 280 -284 | 301 1336 343 455 292 -425
Chemicals 41 50 57 103 153 278 130 179 -43 -105 -132 -5 16 28 -24 -41 -64 -136
Construction -572 -826 -210 -359 98 2 -116 438 -63 106 -147 -161|-261 529 -1311 -39 -297 -20
Cons. Durables -439 -263 -174 -6 -203 -290 -302 -224 -409 -198 -13 66 |-113 -83 -311 7 -151 204
Consumer Services -964 -328 -353 212 -58 158 347 -52 -381 -391 -449 372 |-603 -459 -225 -827 -209 130
Diversified 26 -28 -36 4 -13  -53 -7 -13 -25  -12 6 -12 -1 0 -2 1 2 0
FMCG -627 -793 -643 343 95 -463 175 -125 -474 -482 -534 -648 | -828 -215 -579 -343 -372 -585
Financial Serv. -2882 -803 1675 2169 470 1042 -671 -2657 113 1501 -357 -1164|-942 928 -6488 -3280 -2415 357
Healthcare -505 -166 15 -84 -306 -47 -8 -162 -690 -351 -202 -330|-672 -37 -497 -737 19  -323
Technology -747 93 -973 -1777 -285 137 -2285 -1287 -682 -248 -652 129 |-204 -1866 -202 -445 -199 -788
Media 20 3 51 13 16 4 23 18 8 -5 -35 -35 | -20 8 -2 -22 -13 -37
Metals & Mining  -275 -133 219 -398 8 -42 388 -75 208 355 -76 331 1260 620 -332 126 701 -961
0&G -182 -388 -397 -40 295 716 -372 -698 -88 1030 804 259 |-104 593 -443 -711 -937 -1403
Realty -115 -137 68 -84 -194 156 -450 -142 -255 -91 -90 -104 | -291 81 -501 -227 -42 85
Services -184 21 67 -21 933 40 401 268 -111 25 -110 -473|-218 165 -275 -101 751 306
Telecom 16 917 360 544 946 320 169 660 -273 243 1610 27 |-523 -207 -602 -467 -42 -37
Textiles 70 4 -9 -6 -11 23 32 -74  -18 -41 -37 -59 | -31 -11 -34 -10 -8 10
Utilities -490 -363 -22 107 -289 -739 6 -465 -309 111 -291 -307 |-215 496 -25 583 -76 -644
Others 127 141 262 199 31 125 934 -1 45 169 182 132 |-110 191 266 172 -115 155
Total (USD m) -9,012-3,966 -402 528 2,320 1,705-2,027-3,991-2,696 1,649 -426 -2,494-3,951 2,491 -12,577-6,489 -3,440 -5,207

Source: NSDL, MOFSL

Note: Sectoral FPI flow data for a given month excludes transactions from the last trading day, which are reflected in the following month's
data, as reported by NSDL.
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Capital Goods remain the favored sector for Flis, while Financials
the most bearish sector in CY26YTD

B In CY25, Telecom remained the most preferred Fll bet, attracting inflows of
USD5.5b. In contrast, Technology, FMCG, and Utilities emerged as the most UW
sectors, witnessing outflows of USD8.6b, USD4.2b, and USD3b, respectively.

B The three largest sectors, Financial Services, Technology and FMCG, have seen
the sharpest Fll outflows since the start of CY25, resulting in meaningful stock
corrections and constraining the performance of large-cap indices.

B In CY26YTD, FlIs remain the most bearish on Financial Services, Technology and
Automobiles, with outflows of USD11.8b, USD3.7b and USD3.3b, respectively. In
contrast, they were most bullish on Capital Goods, Metals and Services, with
inflows of USD2.3b, USD1.4b and USDO.6b, respectively.

m Technology, FMCG, and Telecom reported outflows for all six months of CY26,
while Capital Goods, Metals, and Services recorded 5, 4, and 3 months of
inflows in the calendar year, respectively.

m  Notably, Flls turned positive on Capital Goods (+USD2.3b) and Utilities
(+USDO0.1b) in CY26YTD after recording net outflows in CY25. Interestingly, Flls
have remained constructive only on Metals (+USD1.4b) for the two consecutive
years, signaling a continued positive outlook for the sector.

Exhibit 5: Financial Services and Technology bore the biggest brunt of FPI outflows in CY26YTD; Capital Goods and Metals
remained their most favored bets in CY26YTD

S LE ) Capital Goods CY26YTD (USD b) 2.3
Telecom 5.5
Others 2.3 Metals 1.4
08&G 0.9 Services 0.6
Services 0.9 SiLiED 0.6
Chemicals 0.7 Utilities 0.1
Metals 05 Diversified 0.0
Media 0.0 Textiles 0.1
Textiles -0.1 Media 0.1
Diversified 0.2 Chemicals
Capital Goods 03 | Consumer Dur.
Automobile -1.4 Real Estate
Real Estate -1.4 Construction
Financials -1.6 Telecom
Construction -1.8 Consumer Serv.
Consumer Serv. -1.9 Healthcare
Consumer Dur. -2.5 FMCG
Healthcare -2.8 0&G
Utilities -3.1 Automobile
FMCG -4.2 Technology

Financials -11.8

Technology-8.6

Source: NSDL, MOFSL
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Refer to our Institutional Ownership FIl holdi in Nif 500 dl
analysis note for May’26 olaings In NI ty- at record low
gl = B Persistent Fll selling has led to a historic shift in ownership patterns in the Nifty-

500 universe, with Fll holdings declining to a record low of 17.1% in Mar’26,
down 180bp YoY and 110bp QoQ.

B In contrast, strong domestic inflows continued to provide market support, with
DIl ownership in the Nifty-500 universe rising to an all-time high of 20.9% in
Mar’26, up 170bp YoY and 50bp QoQ.

Heir
iny

Exhibit 6: Trends in FlI/DIl holdings for Nifty-500 (%): FIl holdings continue to dip
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Exhibit 7: Flls record the highest outflows in six months... Exhibit 8: while DIl inflows continue to hit record highs
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[Exhibit 9: Fll flows have weakened in the past three months  Exhibit 10: DIl flows have been robust for the last 35 months
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Exhibit 11: Indices performance: Near-term performance trails the 3-, 5- and 10-year CAGR by a wide margin
m Nifty-50 ® Midcap-100  Smallcap-100

CAGR (%)
20 20 16
18 14

-9

CY26YTD change 3-yr CAGR 5-yr CAGR 10-yr CAGR

Source: MOFSL, Bloomberg

Exhibit 12: On a 12-month forward basis, Nifty-50 is trading 10% below its LPA, while Midcap and Smallcap indices are
trading at a premium of 16% and 27% to their 10-year average, respectively
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Exhibit 13: MSCI EM index weights (%): India’s weight in MSCI EM at a four-year low
Other EMs Brazil m India China

South Korea ® Taiwan
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Sector-wise monthly Fll flows
Exhibit 14: Auto and Ancs. saw volatile Fll outflows Exhibit 15: Flls remained largely bullish in Capital Goods
Automobile & Anc. (USD m) Capital Goods (USD m) 1336
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Exhibit 17: Flows into Financial turned positive after 3-
Exhibit 16: Trends in FMCG remained bearish month
. . . D
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Exhibit 18: Flows into Healthcare turned positive in May’26

Exhibit 19: Outflows from Technology continued
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Exhibit 21: Flows into O&G turned negative since start of
Exhibit 20: Flows into Metals dipped in Jun’26 war
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Exhibit 22: Utilities saw the highest monthly inflows in two

years in Apr’'26, but Flis later turned sellers in Jun’26 Exhibit 23: Telecom witnessed a reducing trend in outflows
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Exhibit 24: Flls remained strong sellers in Real Estate; Exhibit 25:

: Flows into Construction and Material remained
however, turned buyers in Jun’26
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing
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Explanation of Investment Rating

Investment Rating Expected return (over 12-month)
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