Indian markets brace for volatility as state elections and oil prices influence sentiment

[image: ]
Indian equities are set for a volatile week as investors weigh the results of five state assembly elections against the drag from firmer crude prices and renewed unease over West Asia. According to analysts quoted by Business Standard, the vote count in West Bengal, Tamil Nadu, Kerala, Assam and Puducherry, which begins on Monday, could trigger short-term swings, even though broader market direction is likely to be shaped more decisively by oil, foreign flows and corporate earnings.
Hariprasad K of Livelong Wealth told Business Standard that the election outcome will be the first immediate test for sentiment, particularly in West Bengal, where traders are watching whether the ruling party at the Centre can make political gains. He said crude remains the most important macro variable, warning that Brent holding at elevated levels, alongside tension around the Strait of Hormuz, keeps inflation risks alive and adds pressure to the rupee, corporate margins and government finances. Santosh Meena of Swastika Investmart said the market could react to the election result for a day or two before attention shifts back to oil.
The significance of that backdrop is well established. A 2023 Business Standard report said state election outcomes usually matter less to markets than global cues and domestic data, although a poor showing in key states can still dent sentiment. Academic work on Indian elections has also found that stock returns can become unusually volatile around result day, especially when investors expect a change in government, suggesting that electoral surprises often matter more for positioning than for long-term fundamentals.
Crude, meanwhile, has a proven ability to unsettle Indian shares. Research on sectoral indices has found that oil-price shocks can spill across the market, while another study on crude uncertainty suggested that oil volatility tends to bite hardest in bearish phases. This week’s calendar also includes HSBC manufacturing PMI data, services and composite PMI readings, foreign exchange reserves and a raft of earnings from companies such as Ambuja Cements, BHEL, Hero MotoCorp, Mahindra & Mahindra and Bajaj Auto. Analysts said foreign institutional flows, the rupee and developments in US-Iran tensions will remain key markers, especially after the benchmark Sensex and Nifty both ended last week with modest gains.
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