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Your SIPs may have just made your European trip
costlier

India’s steady surge in SIP contributions has unintentionally supported foreign investors
looking to exit domestic equities. This consistent domestic buying has enabled large-
scale overseas repatriation, increasing the need for foreign currency. As this demand
grows, the rupee has come under additional strain, especially against the euro. What

began as routine long-term investing has subtly contributed to a pricier international
travel bill.

HDFC Tru is the Investment Advisory arm of HDFC Securities Ltd; SEBI Registration No: INA000011538. Website: www.hdfc-
tru.com, Email: tru@hdfcsec.com, Phone: +91 9930203944
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Your SIPs may have just made your European trip costlier

What? How? That might be your first reaction. Well, allow us to explain.

The reason lies in an unexpected connection between India’s record SIP inflows and the sharp weakening of the rupee
against major global currencies, particularly the euro. India’s value-agnostic SIP frenzy has quietly provided the exit
liquidity for foreign investors, enabling unprecedented Fll selling from Indian equities. As these investors repatriate

capital, their demand for dollars and euros has intensified pressure on the rupee - turning your disciplined long-term
investing habit into an invisible contributor to a costlier overseas vacation.

Well, lets first review the Rupee depreciation against major currencies. The charts below show the closing value of the

INR against the USD and the EUR since July 1, 2024. We have chosen this starting date since the current bout of FlI
selling started in earnest since October 2024.
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The INR has depreciated by about 8.5% (non-annualised) against the USD during this period. Not bad you would say?

But hold on. During this period the USD has depreciated against most other currencies. So lets look at the EUR-INR
exchange rates.
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The INR has depreciated by a whopping 20.2% (non-annualised) against the EUR since July 1, 2024. Indeed INR has
been one of the worst performing emerging market currencies during this period.

HDFC Tru is the Investment Advisory arm of HDFC Securities Ltd; SEBI Registration No: INA000011538. Website: www.hdfc-
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So why has INR performed so poorly. A little theory first. The chart below is an extremely simplified view of the factors

impacting the INR.

+ Outflows
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Now, the balance of payments, and hence the INR is impacted by the current account and the capital account. Lets take

a historical view of these factors.

We begin with the current account deficit. Historically, India has run a large deficit in trade of goods while maintaining a
surplus in trade of services. India’s current account is also supported by substantial inward remittances. Combining the
above, India, on aggregate has historically had a current account deficit (CAD, not to be confused with the Canadian
currency). The chart is shown below. As can be seen in the chart, India’s current account deficit in the past 12 months
has broadly been in line with the historical trends. In fact, during H1FY26, India’s CAD as % of GDP was 0.6% (well

below the long-term average of 1.2% of GDP).

Current Account Deficit as % of GDP
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So, India’s current account deficit has not been a swing factor. Now, lets look at the Foreign Institutional investors’ (FII)
net purchases/ sales. Historically, India has received inflows through Fll investment, though, it has been more volatile in
the past 5 years. The long term chart is shown below.

Fll net buying/ (Selling) (year ended, in Rs. cr)

400,000
201,377
200,000 g3 761 25,362
- 14,394
’ -203506
-200,000 -44,909 78531 -90,044
-400,000 -274,244 7309,940
600,000

Source: moneycontrol.com

However, Fll selling has been unprecedented since Oct 2024. FIl's have sold an aggregate of Rs. 5.25 lac cr from Oct
2024 till Jan 2026 (a period of 16 months). On an annualized basis this amounts to roughly 1.1% of GDP. Compare this
with the Current account deficit of 0.6% of GDP in FY25. Clearly Fll selling has been a major contributor to the fall in the
INR.

You may argue that the selling started in 2022 itself. In Jan 2022, INR was at around Rs. 74.3 per USD and around Rs.
84.3 per EUR. The INR has depreciated by about 22% against the USD and by about 27.9% against the EUR since Jan
2022. Indeed, our argument is strengthened if we were to consider Jan 2022 as the starting point.

So, what has funded this scale of selling. The simple answer is the buying by Domestic Institutional Investors (Dlls). Of
course, DIl buying has seen a spectacular Rs. 9.7 lac cr since Oct 2024 and about Rs. 17.7 lac cr since Jan 2022. We
want to focus on Systematic Investment Plan (SIP) investments though.

The reason for this focus on SIPs is that it has been consistent and growing. The chart below is from Tru Primer on equity
supply-demand dynamics published on Dec 19, 2025. SIP investments currently are at around Rs. 31,000 cr per month.
Indeed, SIP assets of MFs now aggregate Rs. 16.3 lac cr. (Source AMFI, Economic Times). Over the past 16 months
(since Oct 2024), SIP investments have aggregated around Rs. 4.4 lac cr or roughly 45% of total DIl buying.

Some have criticised SIP investments on the grounds that it has been value-agnostic and has not worried about the
valuations. How is that a criticism?? That is exactly what SIPs are meant to be. It is a tool so that investors maintain
disciplined investing and do not agonise over valuations. Indeed, the non-SIP part of the DIl inflows may be more at fault
as it came in chasing momentum at elevated valuations and expectations of high returns continuing.

Investors must recognize the market equation that every rupee of inflow needs a seller (net of primary issuances).
Persistent inflows can push valuations higher for a period. However, once valuations move significantly upward, they
also tend to attract selling pressure. Over the past 18 months, Flls have consistently been on the selling side, adding
notable supply to the market. Corporates and promoters, though to a smaller extent, have also contributed through IPOs,
OFSs and QIPs.

In this environment, retail investors should be particularly cautious about chasing momentum. Elevated valuations can
amplify short-term optimism but often leave little margin for error. Prudent capital allocation - rather than merely following
recent price trends - becomes essential to avoiding the risks that come with entering overheated segments of the market.

HDFC Tru is the Investment Advisory arm of HDFC Securities Ltd; SEBI Registration No: INA000011538. Website: www.hdfc-
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SIP Flows have been sticky...although the growth is slightly tapered down
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Source: AMFI, HDFC Tru primer dated Dec 19, 2025 (available on LinkedIn and HDFC-Tru.com)
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India has witnessed other bouts of Fll selling in the past and indeed INR has weakened during those periods of selling.
What is different this time? We would argue two things:

+ Scale of and pace of selling

+ Impact on different markets- Equity and INR

As can be seen from the FlI net selling chart, the current bout has been unprecedented, both in scale and pace. This
has largely been funded by DIl buying (of which SIP is a big component).
In the past, Fll selling resulted in a sharp fall in the Indian equity markets. Fll investors have been value conscious as
shown by the chart below. Any sharp fall used to slow down Fll selling and indeed they would turn net sellers again soon

enough.

MSCI India 12-month Forward (NTM) P/E vs. Next 6-month Avg. Fll Equity Net Flows
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However, this time, DIl buying has cushioned this fall in equity markets. Indeed as we write this, Nifty-50 is barely 3%
away from its life time high while the Nifty Midcap Select index is near its life time high. This has allowed even more FlI
selling. The large scale of Fll selling has put pressure on the INR which has hurt Flls and encouraged even more FlI
selling creating a negative feedback loop. And this negative feedback loop has worsened the performance of INR.

Historically, RBI has struggled with managing the interplay of inflation, interest rates and exchange rates- the so-called

“Impossible Trinity”. SIP inflows and Fll selling may just have complicated matters even more.
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Disclaimer

This communication is being sent by the Investment Advisory Group of HSL IA., registered under SEBI (Investment Advisors)
Regulations, 2013 under the Registration number INAO00011538.

This note has been prepared exclusively for the benefit and internal use of the recipient and does not carry any right of
reproduction or disclosure. Neither this note nor any of its contents maybe used for any other purpose without the prior written
consent of HSL IA, Investment Advisory Group (HSL IA). In preparing this note, we have relied upon and assumed, without any
independent verification, accuracy and completeness of all information available in public domain or from sources considered
reliable. This note contains certain assumptions and views, which HSL |A considers reasonable at this point in time, and which
are subject to change. Computations adopted in this note are indicative and are based on current market prices and general
market sentiment. No representation or warranty is given by HSL IA as to the achievement or reasonableness or completeness of
any idea and/or assumptions. This note does not purport to contain all the information that the recipient may require. Recipients
should not construe any of the contents herein as advice relating to business, financial, legal, taxation, or other matters and they
are advised to consult their own business, financial, legal, taxation and other experts / advisors concerning the company regarding
the appropriateness of investing in any securities or investment strategies discussed or recommended in this note and should
understand that statements regarding future prospects may not be realized. It may be noted that investments in equity and equity-
related securities involve a degree of risk and investors should not invest any funds unless they can afford to take the risk of losing
their investment. Investors are advised to undertake necessary due diligence before making an investment decision. For making
an investment decision, investors must rely on their own examination of the Company including the risks involved. Investors should
note that income from investment in such securities, if any, may fluctuate and that each security’s price or value may rise or fall.
Accordingly, investors may receive back less than originally invested. Neither HSL IA nor any of its employees shall be liable for
any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way from
the information contained in this material. This note does not constitute an offer for sale, or an invitation to subscribe for, or
purchase equity shares or other assets or securities of the company and the information contained herein shall not form the basis
of any contract. It is also not meant to be or to constitute any offer for any transaction. HSL IA and its affiliates, officers, directors,
key managerial persons and employees, including persons involved in the preparation or issuance of this material may from time
to time, have long or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein. HSL IA may at
any time solicit or provide commercial banking, credit, advisory or other services to the issuer of any security referred to herein.
Accordingly, information may be available to HSL IA, which is not reflected in this material, and HSL IA may have acted upon or
used the information prior to, or immediately following its publication.

HSL IA neither guarantees nor makes any representations or warranties, express or implied, with respect to the fairness,
correctness, accuracy, adequacy, reasonableness, viability for any particular purpose or completeness of the information and
opinions. Further, HSL IA disclaims all liability in relation to use of data or information used in this report which is sourced from
third parties.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the HSL 1A
team and all its activities are segregated from HSL IA activities. The proprietary desk operates independently, potentially leading
to investment decisions that may deviate from research views.

HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton
Greaves, Kanjurmarg (East), Mumbai 400 042 Phone; (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Murli VV Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No.
POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI Investment
Adviser Reg. No.: INA0O00011538; CIN - U67120MH2000PLC152193

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. Mutual
Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.

Registration granted by SEBI, membership of BASL (in case of I1As) and certification from NISM in no way guarantee performance
of the intermediary or provide any assurance of returns to investors. This information is for educational/information purposes only.
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