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Phase

Phase 1

Phase 2

Phase 3

Full Period

Period

1-Jan-2003 to 05-Nov-2010

5-Nov-2010 to 23-Mar-2020

23-Mar-2020 to 20-Nov-2025

1-Jan-2003 to 20-Nov-2025

Yield 
Difference
(Average)*

3.07

5.43

3.71

Rupee 
Depreciation

(CAGR %)

-1.13%

5.43%

2.68%

Nifty 500
Performance 

(INR)

29.73%

3.16%

28.11%

17.73%

S&P 500 
Performance

(INR)

5.21%

15.47%

26.27%

14.35%*India 10 Year G-Sec Yield
minus US 10 Year Treasury Yield

We are often puzzled as investors, should we restrict ourselves to Indian equities, or also invest in US
equities? Likewise, should an NRI invest in Indian equities, considering that rupee depreciation could
erode returns when converting back to foreign currency? Let’s try to demystify this entire subject.

Phase 3 (Post-Covid: March 2020 to November 2025) saw strong market performance
globally. With a yield differential of 3.71%, minimal rupee depreciation of around 2.68%, the
Nifty 500 delivered an impressive 28.11% CAGR, while the S&P 500 performed slightly lower
with 26.27% CAGR.

Both India and US delivered exceptionally strong CAGR. 
Rupee stayed broadly stable.
Indian Market Slightly Outperformed

Phase 2 (2010–March 2022) was defined by significant currency pressure, with the rupee
depreciating by 5.43% during the period. Because of the wider yield differential of 5.43%,
Indian equities struggled, and the Nifty 500 delivered a modest 3.16% CAGR. In contrast,
the S&P 500 compounded at 15.47% CAGR through a decade-long bull run, 

Rupee depreciated massively ( ~5.2% ).
Domestic equities underperformed the US market
Meanwhile, US equities compounded strongly for about the decade-long bull run

Phase 1 (2003–2010) marked a golden period for Indian equities. With a smaller yield
difference of 3.07% and even a slight rupee appreciation, the Nifty 500 delivered a stellar
CAGR of 29.73%, dramatically outperforming the S&P 500, which grew only 5.21%
annually. 

India drastically outperformed the US markets.
The rupee appreciated, giving foreign investors a currency tailwind.
This period represents the perfect storm for Indian equities: growth + currency +
sentiment

Data Source: Morningstar Direct and Internal Analysis of Growthfiniti Wealth. Data as on November 2025. For understanding
purpose only. Past performance may or may not be sustained in future and is not a guarantee of any future returns. Refer
subsequent pages for more details and important disclaimers.



Equity Markets and Rupee Depreciation The relationship between exchange-rate movements
and stock-market performance is not straightforward, but there is a meaningful link.
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INR to Dollar

This differential broadly explains the
average 3% annual depreciation of the
rupee over long term , but; 

When the yield differential is higher,
the rupee tends to depreciate at
higher rate
When the yield differential is lower,
the rupee tends to depreciate at
lower rate

Why the Rupee Depreciates or Appreciates Against the Dollar 

Over the last 20 plus years, the rupee has depreciated against the US dollar at an average pace of 
about 3% per year. At times, this depreciation has been faster, while at other times it has been slower. 
For brief periods, the rupee has even appreciated, but the long-term trend remains one of steady 
depreciation. The primary factors driving this phenomenon are:

Inflation and Interest Rate Differentials between India and the US

Other factors includes India’s current account balance, government debt and fiscal discipline, the
country’s growth and productivity strength, and steady long-term foreign investment
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Data Source: Morningstar Direct and Internal Analysis of Growthfiniti Wealth. Data as on November 2025. For understanding
purpose only. Past performance may or may not be sustained in future and is not a guarantee of any future returns. Refer
subsequent pages for more details and important disclaimers.



When the rupee depreciates sharply: 
This often reflects higher domestic bond yields, which in turn signal stress in the economy  
inflation, weak growth, or fiscal pressures). In such periods, equity market performance is
generally poor. Thus, both equities and the currency move unfavourably, creating a
double  burden for NRIs who invest in India; lower equity returns compounded by higher
currency losses.

When the rupee depreciates slowly or even appreciates:
This typically coincides with healthier economic conditions. Bond yields are more stable,
the  economy is in better shape, and equity markets tend to perform well. In such
scenarios, investors benefit both from stronger equity returns and relatively stable currency
performance.

India minus US 10 Year Yield (%)- Highlighted periods 
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29.73%

5.21%

India Outperformed

3.16%

15.47%

US Outperformed

28.11%

India has 

26.27%

01-01-2003 to 5-11-2010 5-11-2010 to 23-3-2020 23-3-2020 to 20-11-2025

Nifty 500 TRI S&P 500 (TR)

Data Source: Morningstar Direct and Internal Analysis of Growthfiniti Wealth. Data as on November 2025. For understanding
purpose only. Past performance may or may not be sustained in future and is not a guarantee of any future returns. Refer
subsequent pages for more details and important disclaimers.

Ja
n-

0
3

Ja
n-

0
4

Ja
n-

0
5

Ja
n-

0
6

Ja
n-

0
7

Ja
n-

0
8

Ja
n-

0
9

Ja
n-

10

Ja
n-

11

Ja
n-

12

Ja
n-

13

Ja
n-

14

Ja
n-

15

Ja
n-

16

Ja
n-

17

Ja
n-

18

Ja
n-

19

Ja
n-

20

Ja
n-

21

Ja
n-

23

Ja
n-

24

Ja
n-

25

Ja
n-

22

Avg.
Diff
3.07

Avg.
Diff
5.43

Avg. Diff 
3.71

OutperformedSo far.

 
Understanding India vs US Market Cycles

CAGR Return

Rupee, Rates & Returns: 
Understanding India vs US Market Cycles

Rupee, Rates & Returns: 
Understanding India vs US Market Cycles
Rupee, Rates & Returns: 
Understanding India vs US Market Cycles



Present and Way Forward : 
At present, the yield differential is significantly lower compared to the previous phase. India is
maintaining strong GDP growth in the range of 7–8%, with inflation under control, a contained
fiscal deficit, a manageable current account deficit, and very healthy forex reserves. 

In contrast, the US is grappling with a high debt-to-GDP ratio, elevated inflation, and slowing  
growth. Broadly speaking, the Fed is focused on navigating its economic challenges, while  the
RBI is prioritizing long-term, sustainable growth. Taken together, these conditions  suggest a
higher probability of continued outperformance by Indian markets and a lower likelihood of
rupee depreciation at higher rate, similar to the dynamics seen in Phase 1.
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31.21%

01-01-2003 to 5-11-2010

8.87%

-2.74%
05-11-2010 to 23-3-2020

Nifty 500 TRI S&P 500 (TR)

24.82%
23.02%

23-03-2020 to 20-11-2025

Growthfiniti Wealth Pvt Ltd, a company incorporated under the Companies Act, 2013, is a SEBI-registered Portfolio Manager
(INP000009418), AMFI Registered Distributor (ARN-168766), APMI registered PMS Distributor (APRN00443), and Associated
Person with Motilal Oswal Financial Services Limited. This document is intended solely for informational and reference purposes and
should not be construed as investment advice under SEBI (Investment Advisory) Regulations. It does not constitute a research report
as defined by the SEBI (Research Analyst) Regulations, 2014. The information herein is strictly for the exclusive and confidential use of
the intended recipient(s) only. Any distribution, reproduction, or use of this document, in whole or in part, without the prior written
consent of Growthfiniti Wealth Pvt Ltd is unauthorized and strictly prohibited. If you have received this document in error and are not
the intended recipient, please delete and destroy it immediately and notify Growthfiniti Wealth Pvt Ltd without retaining or distributing
any copies. This document is not an invitation to effect any securities transaction or to participate in any investment service or offer.
Nothing contained herein should be interpreted as an offer, recommendation, or solicitation of any products or services by
Growthfiniti Wealth Pvt Ltd. The products and services referred to may not be suitable for all investors. Investors are strongly advised
to consult their own financial advisors and tax consultants regarding the suitability of any products or services and before making any
investment decisions. Growthfiniti Wealth Pvt Ltd does not provide tax advice. Investors should assess the tax implications of their
investments and transactions in consultation with their tax advisors prior to investing. Growthfiniti Wealth Pvt Ltd does not guarantee
any yield, capital appreciation, or capital protection. Past performance is not indicative of future results. There is no assurance or
guarantee of future returns or performance, nor that any projections or performance targets mentioned in this document or
elsewhere will be achieved. Statements that are forward-looking in nature are subject to risks and uncertainties, and actual results
may differ materially due to factors such as market risks, economic and political conditions, changes in laws and regulations,
fluctuations in interest and exchange rates, and other variables beyond our control. Recipients are expected to conduct their own
independent assessment and verify the accuracy and completeness of the information before making any investment decisions.
Growthfiniti Wealth Pvt Ltd and its affiliates, group companies, directors, employees, agents, or representatives shall not be liable for
any direct, indirect, special, or consequential damages, including lost revenue or profits, arising from or in connection with the use of
the information provided herein. Growthfiniti Wealth Pvt Ltd, its affiliates, group companies, officers, directors, and employees may,
from time to time, have positions in, buy or sell, or be otherwise interested in the securities mentioned herein, and may act as advisor,
lender, or borrower to such companies, or have other potential conflicts of interest. All reasonable steps have been taken to ensure
the accuracy and completeness of the information contained in this document; however, Growthfiniti Wealth Pvt Ltd does not
guarantee the accuracy or completeness of the information and disclaims any liability for errors or omissions. For further details,
complaints, or suggestions, please contact: Growthfiniti Wealth Pvt Ltd Registered Office: Mumbai, India E-Mail:
marketing@growthfiniti.com.

6.41%

CAGR Return in Dollar Terms
Returns after Rupee Depreciation 
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