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ITstocksbrace formore
painaftermutedQ1
Macro uncertainty, US tariffsmake outlook cautious
sai aravindh
Mumbai, 29 July

Investors in India’s information
technology (IT) companies are
likely in for more pain ahead as
muted earnings for the first
quarter of 2025-26 (Q1FY26) play
spoilsport at the bourses in the
worst-performing sector this year
amidmacrouncertainties. Inves-
tors, analysts suggest, can look for
betteropportunitiesinthemarkets
as thingsstand.

The Nifty IT index is set for
three straight quarters of under-
performance against the bench-
mark Nifty50, and has fallen by
18.4 per cent so far this year, the
worstamongkeysectors. Year-to-
date (YTD), all 10 constituents of
the index have declined, led by
Oracle Financial Services, with a
fallof32percent, followedbyTata
Consultancy Services (25.5 per
cent), and HCLTech (23.5 per
cent).During the same period,
Niftyhasrisenby4.8percent.

US President Donald Trump’s
flip-flops on the tariff front,
and tax policies have triggered
growing concerns in America,
making the outlook for IT stocks
morecautious.Companiesflagged
continuedmacrouncertaintyand
global disruptions from conflicts
andsupply issueswhileannounc-
ingtheirQ1FY26numbers.

SandipAgarwal,fundmanager
at Sowilo Investment Managers,
saidthatthoughtheQ1resultsofIT
companies were broadly in line
withexpectations,revenuegrowth
disappointed in some cases, like
TCS, while Infosys delivered a
slightly positive surprise. “The
challenge is that evenonmargins,
it’samixedbag,”Agarwalsaid.

He further said that the“mass-
ive weakness” in demand is a
structuralissuethatislikelytoper-
sist going ahead, along with con-
tinued challenges in volume
growth. Agarwal warned that the
second half of the financial year
will facepressureonbothrevenue

and margins. “We are in
fora toughtime.”heaverred.
Agarwal sees more pain in the
upcoming quarter, with Septem-
ber likely to bring a little relief,
given that growth in India is pri-
marily first-half-driven. In the
secondhalf of the year,December
typically sees holiday-related
breaks,withmanymanufacturing
unitsgoingonfurlough.

The only opportunity for
growth is in the first half, and the
first quarter has already been
poor, he said. “Even if the second
quarter is slightly better, I don’t
think it can make up for what
we’ve lost,”Agarwal added.

The IT sector is in a wait-and-
watchmode, with stocks likely to
move sideways. Fundamentally,

this sector doesn’t deserve to be
where it is, Agarwal said. Various
brokerages, including JM Finan-
cial and PL Capital, are under-
weight on the IT Services
pack.Analysts atPLCapitalnoted
that they remain underweight as
the current phase of global
uncertainty will result in slow
orders fromclients.

“IT remains the lowest-per-
forming major sector so far this
year.Therearenostrongnear-term
triggers thatwould lead toamajor
outperformance from here. The
Trump-eratariffscontinuetohave
aneffect,andthisimpactislikelyto
persistuntilthereismoreclarityon
the matter,” said Sanjeev Hota,
vicepresident-headof researchat
MiraeAssetsSharekhan.
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TheSecuritiesandExchange
Boardof India’s (Sebi’s)new
normsforretailparticipationin
algorithmic (algo) tradingwill
takeeffect fromOctober1. Inves-
tors lookingtoadopt thisauto-
matedapproachmustfirstassess
itspros,cons,andrisks.

Mixedviews
Reactionstothenewnormsare
divided.Somebelievetheywill
improvetransparencyandsecur-
ity. “Thesenormspromote
accountabilityandreducerisk
for retail investors,” saysRajesh
Ganesh, founderandchief
executiveofficer,TripleInt
TradingSystems.

Others fear theycouldresult
inhigherentrybarriers.

“Thestatic IPrequirement
(astable internetaddress) is
impractical, especially for
traderswhousebasicsetupsor
travel.Compliancewiththese
normswill requireadditional
infrastructure likecloudservers,
whichwill raisecosts,” says
RamakrishnanSelvaraj,

cofounder,coinhunt.bot.

Understandingalgos
Algotrading involvesusingpre-
programmedcomputeralgos to
placeandexecute tradesauto-
matically. “Algosprovidespeed
andtheycanhandleahigh
volumeof trades.Automation
removesemotionfromdecision-
making.Tradesonlyget
executedwhencertainpreset
conditionsaremet,whichrein-
forcesdiscipline,”saysGanesh.

Investorsneedtounderstand
thedifferencebetweenwhite-
andblack-boxalgos. “Inwhite-
boxalgos, the logicbehindtrade
decisions isvisible tousers. In
black-boxalgos, thereasonwhya
buyorsell signalwasgenerated
isnotdisclosed,”saysGanesh.

White-boxmodelsaremore
transparent.Butmostproviders
offerblack-boxversionstopro-
tect theirproprietarystrategies.
Sebi’snormspermitonlyregis-
teredresearchanalysts tooffer
black-boxalgos.

Avoidalgowithhighdrawdown
Ganeshsuggests reviewingback-

testedperformanceacrossvaried
marketconditionstoassessa
strategy’s robustness.Headds
thatdrawdownsshould ideally
notexceed20–30percent. Inves-
torsshouldalsocheckrisk-
adjustedreturnratios likeSharpe
andSortino.Tradingfrequency
alsomatters. “Moretradescan
leadtohighercostsandhence
lowernet returns,”saysGanesh.

Warningsigns
Investorsmustseekat least
oneyearofback-testeddata.
“Short-term,cherry-picked
datamayhidesignificant losses,”
saysSelvaraj.

Algoprovidersmustdisclose
net returnsafter factoring in
taxesandtransactioncosts,and
must incorporatearealistic trade
failurerate intheresults they
show.“Beforeselectinganalgo,
confirmthatordersareactually
beingplacedonanexchange
throughit.Thiswillhelpyou
avoidfraudulentalgos,”says
VikasSinghania,chiefexecutive
officer,TradeSmart.

Mistakestoavoid
First-timeinvestors investsmall
amountswithoutunderstanding
thestrategy.Whenthey lose that
money, they investmoretotry
andrecover theoriginalamount.
“Beginwithasmall investment,
observeperformance, thenscale
upgradually,” saysSelvaraj.

Singhaniawarnsthatoverle-
veragingcanresult inmassive
losses.Manyinvestorsdonot
checkback-testeddataandrely
purelyonanalgo’spopularity.
“This tendencytofollowtheherd
withoutdoingduediligence
often leadsto losses,” saysSelva-
raj.Notmonitoringanalgo is
anothercommonmistake. “Even
automatedsystemsrequire
humansupervision.Sometimes,
technical issuescanarise that
mayrequiremanual interven-
tion,”saysSinghania.

Selvarajadvisesusingbrokers
withreliableapplicationpro-
gramminginterfaces (APIs).

Algotradingsuits thosewho
favourdisciplined, rule-based
decisions. “Usersneedtohavea
fundamentalunderstandingof
howlogicalconditionswork,”
saysTriveshD,chiefoperating
officer,Tradejini.Headds
thatalgotrading iscapital-inten-
sive,hence investorsmusthavea
minimum~10lakh,plus
somebuffer.

Hesuggests that thosewho
preferahands-offapproach,get
anxious involatilemarkets,or
areoverwhelmedbythings like
settingupthesystem,back-test-
ing,andtradeanalysisshould
avoidalgotrading.
vvvvvvvvvvvvvvvvvvvvvvvv
Thewriter isaMumbai-based
independent journalist

Fat paycheck, fatter EMI? Somehome-loanmistakes to avoid

your
money

Choosing algo strategy for retail investors

Ahighincomedoesn’tguarantee
peaceofmind,especiallywhen
yourhomeloantakesthefront
seat.AReddituserrecently
sharedhowhefeltfinancially
constrainedaftertakinga~1.2
crorehomeloan,despiteearning
~2.2 lakhamonth.Afterpaying
~75,000asEMI, theuserstruggled
withmanagingfamilyexpenses.

Manyhighearnersovercom-

mitto largehomeloansand
endup“asset-rich,cash-poor.”
Expertssuggestafewsteps.

Trustingloanapprovals
asagreensignal
“Lendersdon’t factoryourfamily
obligations, insurancegaps,or
investmentgoals.Responsibility
lieswiththeborrowertoself-
assess,”saysVineetAgrawal,

cofounderofbondinvestment
platformJiraaf.

Nopre-loanemergency
orinsuranceplanning
Manyfirst-timeborrowersskip
creatingabuffer.“Ifyou’recom-
mitting~75,000everymonth,you
needanemergencyfundofat
least6-12monthsofexpenses,”
saysRanjitJha,chiefexecutive

officerofRurashFinancials.

Checklist
lKeepEMIshareunder30-35per
centofyourmonthly take-home
lContinueinvestingmonthly
lBuyterminsuranceequal
to loanamount
lCarrycomprehensive
healthinsurance
lUserealistic incomeestimates

Prioritise back-tested
data over popularity

Readfull reporthere:mybs.in/2eofCTx Compiled by Amit KumAr

Tips to control risk
Define maximum exposuren
per trade and total capital
allocated to the algo
Use a kill switch to haltn
trades instantly if required
Implement throttling ton
restrict order volume
Set stop-losses and circuitn
breakers at both individual
trade and portfolio levels
Define a daily loss cap ton
trigger automatic shutdown
after a certain amount of loss

Weak showing
As on July 29 Share price (~) YTD change (%)

Oracle Financial Services 8,664.5 -32.3
Tata consultancy Services 3,056.0 -24.2
hcLTech 1,472.4 -23.0
Persistent Systems 5,176.5 -19.8
infosys 1,513.7 -19.5
Wipro 251.8 -16.6
TechMahindra 1,453.8 -14.8
coforge 1,720.5 -11.0
LTiMindtree 5,056.5 -9.5
Mphasis 2,774.3 -2.6

nifty iT 35,373.3 -18.4
nifty 50 24,821.1 5.0
Source: Bloomberg
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