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Mind on the Market

Chart of the Week
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Source: NSDL. Data as of February 17, 2026.
In our , we highlighted India as one of the most heavily tariffed

major U.S. trade partners. The India—US trade deal in early February, which reduced tariffs from 50% to
18%, marks a clear shift away from that stance. The announcement lifted investor sentiment, with MSCI
India rising 4%" on the day, its strongest single-day gain in five years, while foreign institutional inflows
rebounded to about $1.48 billion in February to date.
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1 Source: FactSet. Total returns in USD.


https://www.ssga.com/us/en/institutional/insights/mind-on-the-market-08-september-2025
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Weekly Highlights

New Tariff Rate on India Foreign Institutional Net MSCI India IT Sector CY
(Versus Previous 50%) Inflow into Indian Equity 2025 EPS Growth
Market in February

18% $1.48B 7%

Source: NSDL, as of February 17, 2026 Source: FactSet, EPS (recurrent
in USD. earnings) in local currency using annual
data.

Indian IT at an Inflection Point: Adapting to the Age of Al

Progress on global trade negotiations supported broader sentiment in Indian equity markets in recent
weeks. However, that positive backdrop was overwhelmed by the launch of advanced Al tools on
Anthropic’s Claude platform, which triggered a sharp sell-off across global software and services stocks.
The resulting risk-off move spilled into India, with the IT sector declining 8.3% in USD terms during the
week ended February 13, 2026.

The sell-off came at a time when Indian IT was already under pressure. Over the past five years, the
U.S. IT sector, buoyed by the Al wave, has delivered cumulative returns of 119% in USD terms. By
contrast, the MSCI India Information Technology Index has generated a cumulative return of just 0.7%
over the same period, highlighting a prolonged and material divergence in performance.
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IT Sector Performance - MSCI USA vs MSCI India
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Source: FactSet. Data as of February 17, 2026. Total return index in USD.

Sector composition goes a long way in explaining this gap. U.S. technology exposure is heavily skewed
toward Al platforms and infrastructure-semiconductors, hyperscalers, and software companies with direct
and scalable monetization pathways from Al adoption. Indian technology exposure, by contrast, remains
dominated by IT services and outsourcing models.

In this context, Al is increasingly perceived as a deflationary force rather than a near-term revenue
catalyst, reducing billable hours, compressing pricing, and accelerating productivity gains. As generative
Al reshapes delivery economics, the industry is transitioning from traditional headcount-based, time-and-
materials-based models toward outcome-based, Al-enabled frameworks, where clients pay for
measurable business outcomes rather than incremental manpower.

These structural headwinds are clearly reflected in operating fundamentals. Following the post-pandemic
surge, earnings growth has steadily decelerated. Operating margins fell to 15.73% as of December
2025, below the long term average of 19.48%, reflecting the combined impact of elevated wage costs
from the 2021-2022 hiring cycle, and slowing top-line growth amid tighter client IT budgets. Revenue
growth for CY25 stood at just 7%, significantly below the long-term average of 17%. Valuations have
adjusted accordingly: the Indian IT sector now trades at approximately 19.1x forward earnings,
representing a 20% discount to its long term average?.

2 Long-term averages are calculated using data from December 2006 through December 2024.
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Source: FactSet. EPS recurrent earnings in local currency.

Looking ahead, Al adoption is likely to remain a near-term earnings and margin headwind, driven by
pricing pressure and cautious client spending. That said, Al also creates opportunities for higher-value
work across data engineering, model deployment, platform integration, and regulatory compliance.

Indian IT services firms play a central role in the global technology ecosystem as system integrators,
leveraging deep client relationships and decades of experience modernizing complex legacy systems.
While the current Al transition may prove more disruptive than prior technology shifts, the sector has
demonstrated agility through its successful navigation of cloud adoption and digital transformation.
Alongside sustained investment in Al-enabled delivery models and workforce upskilling, this supports a
case for cautious optimism. Over time, continued capital expenditure by hyperscalers and large
technology platforms should begin to flow through to downstream services demand, laying the
groundwork for a more durable recovery.

Source: FactSet, NSDL, State Street Investment Management. Past performance is not a reliable indicator of future
performance.
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About State Street Investment Management

At State Street Investment Management, we have been helping to deliver better outcomes to institutions,
financial intermediaries, and investors for nearly half a century. Starting with our early innovations in
indexing and ETFs, our rigorous approach continues to be driven by market-tested expertise and a
relentless commitment to those we serve. With over $5 trillion in assets managed*, clients in over 60
countries, and a global network of strategic partners, we use our scale to create a comprehensive and
cost-effective suite of investment solutions that help investors get wherever they want to go.

* This figure is presented as of December 31, 2025 and includes ETF AUM of $1,950.80 billion USD of which approximately
$173.02 billion USD in gold assets with respect to SPDR products for which State Street Global Advisors Funds Distributors, LLC
(SSGA FD) acts solely as the marketing agent. SSGA FD and State Street Investment Management are affiliated. Please note all
AUM is unaudited.

Important Risk Information

ssga.com
Marketing Communication

State Street Global Advisors (SSGA) is now State Street Investment Management. Please go to
statestreet.com/investment-management for more information.

Important Risk Information

The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties
without SSGA’s express written consent.

The trademarks and service marks referenced herein are the property of their respective owners. Third party data providers make
no warranties or representations of any kind relating to the accuracy, completeness or timeliness of the data and have no liability
for damages of any kind relating to the use of such data.

The information provided does not constitute investment advice as such term is defined under the Markets in Financial Instruments
Directive (2014/65/EU) and it should not be relied on as such. It should not be considered a solicitation to buy or an offer to sell any
investment. It does not take into account any investor's or potential investor’s particular investment objectives, strategies, tax
status, risk appetite or investment horizon. If you require investment advice you should consult your tax and financial or other
professional advisor.

The information contained in this communication is not a research recommendation or ‘investment research’ and is classified as a
‘Marketing Communication’ in accordance with the applicable regional regulation. This means that this marketing communication
(a) has not been prepared in accordance with legal requirements designed to promote the independence of investment research
(b) is not subject to any prohibition on dealing ahead of the dissemination of investment research.

Past performance is not a reliable indicator of future performance.
Investing involves risk including the risk of loss of principal.

Index returns are unmanaged and do not reflect the deduction of any fees or expenses. Index returns reflect all items of income,
gain and loss and the reinvestment of dividends and other income as applicable.

Diversification does not ensure a profit or guarantee against loss. It is not possible to invest directly in an index. Index performance
does not reflect charges and expenses associated with the fund or brokerage commissions associated with buying and selling a
fund. Index performance is not meant to represent that of any particular fund.

The views expressed in this material are the views of Saketh Reddy through the period ended February 19, 2026 and are subject
to change based on market and other conditions.

This document may contain certain statements deemed to be forward-looking statements. All statements, other than historical
facts, contained within this document that address activities, events or developments that SSGA expects, believes or anticipates
will or may occur in the future are forward-looking statements. These statements are based on certain assumptions and analyses
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made by SSGA in light of its experience and perception of historical trends, current conditions, expected future developments and
other factors it believes are appropriate in the circumstances, many of which are detailed herein. Such statements are subject to a
number of assumptions, risks, uncertainties, many of which are beyond SSGA’s control. Please note that any such statements are
not guarantees of any future performance and that actual results or developments may differ materially from those projected in the
forward-looking statements.

All information is from SSGA unless otherwise noted and has been obtained from sources believed to be reliable, but its accuracy
is not guaranteed. There is no representation or warranty as to the current accuracy, reliability or completeness of, nor liability for,
decisions based on such information and it should not be relied on as such.

Equity securities may fluctuate in value in response to the activities of individual companies and general market and economic
conditions.

Companies with large market capitalizations go in and out of favor based on market and economic conditions. Larger companies
tend to be less volatile than companies with smaller market capitalizations. In exchange for this potentially lower risk, the value of
the security may not rise as much as companies with smaller market capitalizations.

Investments in small-sized companies may involve greater risks than in those of larger, better known companies.

Commodities investing entail significant risk as commodity prices can be extremely volatile due to wide range of factors. A few such
factors include overall market movements, real or perceived inflationary trends, commaodity index volatility, international, economic
and political changes, change in interest and currency exchange rates.

Asset Allocation is a method of diversification which positions assets among major investment categories. Asset Allocation may be
used in an effort to manage risk and enhance returns. It does not, however, guarantee a profit or protect against loss.

Bonds generally present less short-term risk and volatility than stocks, but contain interest rate risk (as interest rates rise bond
values and yields usually fall); issuer default risk; issuer credit risk; liquidity risk; and inflation risk. These effects are usually
pronounced for longer-term securities.

Any fixed income security sold or redeemed prior to maturity may be subject to a substantial gain or loss.

Increase in real interest rates can cause the price of inflation-protected debt securities to decrease. Interest payments on inflation-
protected debt securities can be unpredictable.

There are risks associated with investing in Real Assets and the Real Assets sector, including real estate, precious metals and
natural resources. Investments can be significantly affected by events relating to these industries.

Investing in foreign domiciled securities may involve risk of capital loss from unfavorable fluctuation in currency values, withholding
taxes, from differences in generally accepted accounting principles or from economic or political instability in other nations.
Investments in emerging or developing markets may be more volatile and less liquid than investing in developed markets and may
involve exposure to economic structures that are generally less diverse and mature and to political systems which have less
stability than those of more developed countries.

Generally, among asset classes, stocks are more volatile than bonds or short-term instruments. Government bonds and corporate
bonds generally have more moderate short-term price fluctuations than stocks, but provide lower potential long-term returns. U.S.
Treasury Bills maintain a stable value if held to maturity, but returns are generally only slightly above the inflation rate.
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