
The India Paradox 

Companies have kept earning more. So why have prices stood still? 

On three consecutive Independence Days August 2024, August 2025, and again this August 

an observer glancing at the Nifty 50 would have seen very nearly the same number a little 

above 24,000. Three years of headlines, three years of noise, and the index returned, almost 

obediently, to where it began. 

To the casual eye, this looks like a market that fell asleep. The temptation is to conclude that 

nothing happened, that India's famed growth story had stalled, that patience had been 

punished. Yet beneath that flat line, something quite remarkable was taking place. The 

companies that make up the index did not stand still at all. Quarter after quarter, they 

earned more. In the June 2026 quarter, the fifty largest listed companies in the country grew 

their profits by roughly 18% over the previous year the fastest pace in ten quarters on 

revenues that rose nearly a fifth. 

So here is the paradox, stated plainly. The businesses became meaningfully more valuable. 

Their share prices did not. A rational person is entitled to ask how can both of these things 

be true at once and what is a serious investor meant to make of it? 

An arithmetic hiding in plain sight 

The resolution is not mysterious. It lives in a single, elegant piece of arithmetic that every 

price in every market obeys. 

The price of a share is the product of two things: how much the company earns, and how 

much investors are willing to pay for each rupee of those earnings. The first is a fact about 

the business. The second is a mood about the business the celebrated price-to-earnings 

multiple. Multiply the two, and you get the price. 

For most of the last decade, Indian investors were in a generous mood. At the market's high 

in late 2024, they were paying a steep premium for every rupee of profit the Nifty's trailing 

multiple sat well above twenty-two times earnings, among the richest valuations in the 

emerging world. What has happened since is not that earnings disappeared. It is that the 

mood cooled. As profits climbed, the multiple the market was willing to pay quietly fell to 

around twenty times by the autumn of 2026, now below its own five-year and ten-year 

averages. 

Picture a see-saw. On one side, earnings rising. On the other, the multiple easing by almost 

exactly as much. The two moved in opposite directions at a similar pace, and the price their 

product barely stirred. The index looked frozen precisely because two powerful forces were 

cancelling each other out. This is why a company can become 18% more profitable in a year 

while its share price does not move the market simply agreed to pay a little less for a lot 

more. 



Why the market chose to wait 

If the mechanism is arithmetic, the cause is human and global. Two forces pressed the 

multiple down. 

The first was that India had simply become expensive relative to everyone else. For a stretch, 

the country commanded an extraordinary premium over its emerging-market peers, and 

premiums of that size are rarely permanent. India's weight in the MSCI Emerging Markets 

index, which had touched a record near 19% in late 2024, drifted down to around 12% as 

that premium compressed to roughly a two-decade low. Nothing had gone wrong with India; 

the rest of the world had merely become comparatively cheaper and more interesting, and 

global capital moved accordingly. 

The second force was the price of money itself. Through 2025 and into 2026, a firmer dollar, 

a softer rupee and persistent uncertainty over global trade raised the return that foreign 

investors demanded before committing capital to any risky asset. When that required return 

rises, the multiple investors will pay falls everywhere, India included. Foreign institutions 

sold steadily; it was the discipline of domestic investors, the quiet monthly tide of SIP flows, 

that absorbed much of the selling and kept the floor from giving way. 

The result was a repricing rather than a repudiation. The earnings engine kept running. What 

changed was the sticker the market was prepared to put on it. 

The quiet correction 

There is a word for what the market has been doing, and it is worth knowing because it is so 

easily mistaken for failure: a time correction. 

Most investors understand a price correction the sharp, frightening fall that strips a market 

of its excesses in a matter of weeks. A time correction achieves the same cleansing by an 

entirely different route. Instead of prices collapsing to meet modest earnings, prices hold still 

while earnings rise to meet them. The froth is worked off not through pain but through 

patience. On the screen, almost nothing happens. Underneath, the market is being quietly 

rebuilt on firmer foundations. 

This is the more civilised of the two corrections, and in many ways the healthier. A crash 

tests the nerve; a time correction tests the attention span. It offers no drama to react to, 

which is precisely why so many investors mishandle it they mistake a lack of movement for a 

lack of progress and step away at the very moment the groundwork for the next advance is 

being laid. 

It should be said plainly that the stillness of the headline index flattered the experience of 

many portfolios. The Nifty's largest constituents held the line, but away from the safety of 

the biggest names the correction was far less gentle. Broad swathes of the mid- and small-

cap market fell meaningfully from their 2024 peaks in places by a fifth or more. The index 

stood still; a great many individual stocks did not. That divergence is itself the lesson of the 



period: in a market working off its excesses, where one is invested matters as much as 

whether one is invested at all. 

What the patient investor sees 

Viewed this way, the paradox turns from a disappointment into something closer to a gift. 

Three years of a flat index, set against three years of rising profits, have accomplished 

something a healthy market needs and rarely gets without a fall: valuations have come back 

to earth while the businesses underneath have grown. The excess has been removed 

without the wreckage. 

That changes the shape of what may lie ahead. For years, a large part of Indian equity 

returns came from the multiple expanding from investors agreeing, year after year, to pay 

more for the same rupee of profit. With valuations now near their long-run averages, that 

particular tailwind has largely spent itself. The market's own strategists increasingly make 

the same point: from here, returns are likely to track earnings rather than mood. Prices 

should, in time, follow profits no longer carried by a willingness to pay ever-higher multiples, 

but anchored to the genuine growth of genuine businesses. 

For the long-term owner of wealth, that is a sounder footing, not a weaker one. A market 

that must earn its gains through profits is more honest than one levitating on sentiment. It 

rewards the investor who stays in the room. 

The discipline this moment asks for is the rarest and most valuable of them all: the 

willingness to keep participating when the scoreboard shows nothing. Fortunes in equities 

are seldom made in the dramatic years. They are made by those who remained invested, 

and invested well, through the quiet ones while the earnings compounded in plain sight and 

the price waited its turn to catch up. The companies of India have spent three years earning 

more. History suggests the prices will, eventually, remember to notice. 

 

Market figures referenced are drawn from publicly available exchange and brokerage data 

as of October 2026 and are included to illustrate a broad market phenomenon. This article is 

intended for educational and informational purposes only and does not constitute 

investment advice or any recommendation to buy or sell a security. Mutual fund investments 

are subject to market risks; please read all scheme-related documents carefully. 

 


