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Abstract. Inflation is a major macroeconomic factor influencing
investment strategies, particularly in the Indian market, where
stock market volatility is strongly affected by broader economic
conditions. In such periods, stock selection becomes more
complex and requires analytical approaches capable of
capturing both firm-level financial strength and changing market
dynamics. This study aims to explore the integration of artificial
intelligence with traditional fundamental analysis techniques in
order to improve stock market decision-making during
inflationary phases in the Indian economy. The study is based on
the financial analysis of five NSE-listed companies, namely
Reliance Industries Ltd, Tata Consultancy Services Ltd, Infosys
Ltd, HDFC Bank Ltd, and ICICI Bank Ltd. Traditional tools of
Sfundamental analysis, including ratio analysis, trend analysis,
and SWOT analysis, are used to assess financial stability, while
artificial intelligence is incorporated conceptually through
predictive analytics to strengthen investment evaluation. The
findings show that companies with stronger financial stability,
lower debt exposure, and better profitability indicators perform
more favorably during inflationary periods. The study also
indicates that artificial intelligence improves the efficiency and
accuracy of stock market decision-making by enhancing
predictive interpretation and identifying patterns beyond
traditional historical analysis. The integration of artificial
intelligence and fundamental analysis provides a more effective
framework for stock selection during inflation in the Indian
market. Future studies should empirically test Al-based stock
selection models, extend the sample to additional sectors and
firms, and incorporate other macroeconomic variables alongside
inflation.
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Introduction. Inflation is one of the most influential macroeconomic
factors affecting investment decision-making, especially in emerging
economies such as India. During inflationary phases, rising input costs,
interest-rate pressures, and changes in consumer purchasing behavior
increase uncertainty in the stock market and complicate the process of stock
selection. In such conditions, investors seek companies that demonstrate
financial resilience, operational efficiency, pricing power, and the ability to
sustain profitability despite macroeconomic stress. Therefore, the selection
of stocks during inflation cannot rely on intuition alone, but requires a
systematic analytical framework grounded in both financial data and
forward-looking market interpretation (Patel et al., 2020).

Traditionally, fundamental analysis has been one of the most widely
used approaches to stock selection. This method evaluates the intrinsic
strength of a company through the analysis of financial statements, ratio
analysis, trend analysis, earnings capacity, and strategic positioning. Such
tools help investors assess profitability, solvency, liquidity, and long-term
stability. However, despite its importance, fundamental analysis has certain
limitations. It relies heavily on historical data and may not fully capture
dynamic market patterns, emerging risks, or changes in macroeconomic
conditions in real time (Gupta et al., 2021; Kaur et al., 2023).

In parallel, the increasing application of artificial intelligence in
financial markets has opened new possibilities for data-driven investment
decisions. Artificial intelligence enables the rapid processing of large
volumes of structured and unstructured data, recognition of hidden patterns,
predictive analytics, and more adaptive evaluation of stock market dynamics.
This becomes especially relevant in inflationary environments, where
traditional models may be less responsive to rapidly changing economic
signals. Artificial intelligence tools, especially predictive analytics and
machine learning, can complement traditional valuation techniques by
offering deeper pattern recognition and more timely insights into future stock
behavior (Sharma et al., 2022; Verma et al., 2024).

Against this background, the present study examines how artificial
intelligence may be integrated with traditional fundamental analysis to
improve stock selection during inflationary phases in the Indian economy.
The study focuses on five major NSE-listed companies from key sectors:
Reliance Industries Ltd, Tata Consultancy Services Ltd, Infosys Ltd, HDFC
Bank Ltd, and ICICI Bank Ltd. These firms were selected because of their
market relevance, sectoral diversity, and availability of financial data. By
combining financial statement analysis with Al-oriented predictive logic, the
study seeks to offer a more robust framework for stock selection under
inflationary pressure.

Literature Review. The relationship between inflation and stock
market behavior has long been discussed in financial literature. Inflation
affects firms differently depending on their cost structures, pricing power,
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financing conditions, and market position. Patel et al. (2020) demonstrated
that inflation significantly influences stock market performance, especially
in emerging economies where macroeconomic volatility can alter sectoral
profitability and investor expectations. In inflationary environments, rising
costs may reduce corporate margins, while higher interest rates may further
intensify market volatility and affect stock valuations.

Fundamental analysis has traditionally been used to evaluate companies
under such uncertain conditions. Gupta et al. (2021) emphasized that the
analysis of financial statements, earnings, profitability ratios, and growth
trends remains central to evaluating a firm’s strategic strength and valuation
potential. Kaur et al. (2023) further argued that ratio analysis is particularly
important in emerging markets because it helps identify financially stable
firms that are better positioned to withstand external shocks. However, these
approaches are mainly retrospective, since they rely on past financial results
and may not fully incorporate changing market sentiment or macroeconomic
transitions.

Recent literature increasingly highlights the role of artificial
intelligence in financial decision-making. Sharma et al. (2022) found that
artificial intelligence significantly improves the accuracy of stock market
predictions through the use of machine learning algorithms. Verma et al.
(2024) similarly concluded that Al-based models improve predictive
precision in financial markets by identifying hidden patterns in large
datasets. Adeusi et al. (2024) showed that predictive analytics strengthens
financial decision-making by reducing uncertainty and improving
forecasting ability. Dutta et al. (2024) also emphasized that predictive
analytics improves efficiency in financial planning and investment
strategies.

Other studies point to the broader value of analytics-driven financial
decision-making. Kiran et al. (2023) found that analytics tools positively
influence organizational performance by improving the quality of
managerial decisions. Fernandez and Frijns (2020) discussed the challenges
associated with the implementation of analytics and artificial intelligence in
finance, while also recognizing their importance for better decision-making.
Diez et al. (2019), as cited in the source text, similarly argued that analytics
modeling strengthens decision-making by supporting data-driven insights.

Although both strands of literature are substantial, an important gap
remains. Existing studies often focus either on fundamental analysis or on
artificial intelligence-based prediction. Much less attention has been given
to the integration of both approaches, especially in the context of inflationary
phases in the Indian economy. Likewise, available research is often generic
and does not sufficiently address company-specific or sector-specific
applications. There is therefore a clear need for an analytical framework that
combines traditional financial strength indicators with artificial intelligence-
based interpretation in order to improve stock selection under inflationary
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conditions. The present study addresses this gap by applying such an

integrated perspective to five major Indian companies.

Aims. The study seeks to examine the application of artificial
intelligence in combination with traditional fundamental analysis for stock
selection during inflationary phases in the Indian economy.

More specifically, the objectives of the study are as follows:

— To ascertain the significance of artificial intelligence for stock selection
during periods of inflation in the Indian economy.

— To assess the efficacy of fundamental analysis using indicators such as
Earnings Per Share, Price/Earnings Ratio, and Return on Equity for stock
analysis.

— To examine the impact of inflation on stock market behavior across
selected sectors.

— To evaluate the usefulness of integrating artificial intelligence and
fundamental analysis for stock selection.

— To examine the financial performance of Reliance Industries Ltd, Tata
Consultancy Services Ltd, Infosys Ltd, HDFC Bank Ltd, and ICICI Bank
Ltd.

— To analyze the role of artificial intelligence in improving investment
returns and decision-making in stock markets.

Methodology. The study adopts a descriptive and analytical research
design. It uses a secondary-data-based approach and is intended to explore
how artificial intelligence may enhance stock selection when used alongside
traditional fundamental analysis in an inflationary setting. The research is
focused on the Indian economy and covers the period 2019 to 2024, which
includes years marked by inflationary pressures and increased
macroeconomic volatility .

The sample was selected using a convenience sampling method. Five
major NSE-listed companies were chosen from different sectors of the
Indian economy: Reliance Industries Ltd from the energy and conglomerate
segment, Tata Consultancy Services Ltd and Infosys Ltd from the
information technology sector, and HDFC Bank Ltd and ICICI Bank Ltd
from the banking sector. The selection was based on market relevance,
sectoral representation, and the availability of consistent financial data.

Data were collected from annual reports, financial reports, and financial
information platforms such as Screener, National Stock Exchange of India,
Bombay Stock Exchange, Moneycontrol, and related financial sources. The
main analytical tools used in the study include ratio analysis, trend analysis,
SWOT-oriented interpretation, and conceptual Al-based predictive
assessment. The study does not implement a live machine learning model or
a formal statistical Al model; instead, it conceptually interprets how artificial
intelligence could enhance stock selection by processing multi-layered
financial and market information.

47



Issue 1 (25), 2026 Economics, Finance and Management Review
e-ISSN 2674-5208 print-ISSN 2733-2101

The study also recognizes several limitations. First, it is based entirely
on secondary data. Second, only five companies are included, which limits
broad generalization. Third, the analysis relies mainly on traditional financial
tools and conceptual Al integration rather than experimentally tested
machine learning implementation. Fourth, the study focuses primarily on
inflation and does not fully incorporate other macroeconomic variables such
as global economic shocks or exchange-rate dynamics.

Results. The study includes five major companies from different
sectors of the Indian economy, which enables sectorally diversified analysis
of stock selection during inflationary periods.

Table 1. Distribution of selected companies across key sectors of the
Indian economy

No. Company Name Sector
1 Reliance Industries Ltd Energy / Conglomerate
2 | Tata Consultancy Services Ltd Information Technology
3 | Infosys Ltd Information Technology
4 | HDFC Bank Ltd Banking
5 | ICICI Bank Ltd Banking

Source: compiled by the authors based on the selected sample presented in the uploaded manuscript

The sectoral spread shown in Table 1 strengthens the analytical value
of the study because inflation affects sectors differently. Energy firms may
benefit from price effects, IT firms may face external demand constraints
and wage pressures, and banks may benefit from interest-rate dynamics
through improvements in net interest margins.

Company-wise financial performance. The company-level analysis
shows that all five selected firms demonstrated growth in revenue, net profit,
and earnings per share during the reviewed period, although the pattern and
intensity of growth differ across sectors.

Table 2. Reliance Industries Ltd: Financial performance

Year Revenue (R Cr) Net Profit (R Cr) EPS (%)
2021 4,66,307 53,739 38.75
2022 6,94,673 67,845 44.87
2023 8,76,396 74,088 49.29
2024 8,99,041 79,020 51.45
2025 9,62,820 81,309 51.47

Source: compiled by the authors based on Reliance Industries Ltd financial data presented in the uploaded
manuscript

The data presented in Table 2 indicate that Reliance Industries Ltd
maintained a strong upward trajectory in revenue, net profit, and earnings
per share throughout the analyzed period. This pattern reflects the company’s
large-scale operational capacity, diversified business structure, and ability to
preserve profitability despite inflationary pressures in the broader economy.
At the same time, the gradual moderation in EPS growth between 2024 and
2025 suggests that scale expansion does not automatically translate into
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equally strong efficiency gains in every period. Therefore, the visual
representation of the company’s performance is useful for identifying not
only the direction of change but also the pace and consistency of financial
growth. These trends are illustrated in Figure 1.

1e6 Financial Performance Trend (2021-2025)
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Figure 1. Reliance Industries Ltd performance
Source: compiled by the authors

Reliance Industries Ltd demonstrates strong scale, revenue growth, and
profitability. Revenue more than doubled between 2021 and 2025, while net
profit and EPS also increased. This indicates strong market dominance and
operational stability. However, compared with some other companies in the
sample, its return efficiency remains more moderate, which suggests that
scale alone should not be interpreted as proof of superior stock
attractiveness.

Table 3. Tata Consultancy Services Ltd: Financial performance

Year Revenue (X Cr) Net Profit (X Cr) EPS %)
2021 1,64,177 32,562 87.67

2022 1,91,754 38,449 104.75
2023 2,25,458 42,303 115.19
2024 2,40,893 46,099 126.88
2025 2,55,324 48,797 134.20

Source: compiled by the authors based on Tata Consultancy Services Ltd financial data presented in the
uploaded manuscript

Table 3 demonstrates that Tata Consultancy Services Ltd recorded
stable and continuous growth in all three key indicators, namely revenue, net
profit, and earnings per share. The consistency of this growth is particularly
important in the context of inflationary uncertainty, as it suggests a high
degree of operational discipline and resilience in business performance. The
steady increase in EPS also indicates that the company continued to generate
increasing value for shareholders during the study period. Such a pattern
strengthens the interpretation of TCS as one of the financially strongest and
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most efficient firms in the sample. The graphical trend of this performance
is presented in Figure 2.

2025
[[] Revenue: 255,324

2024

Figure 2. Tata Consultancy Services Ltd performance
Source: compiled by the authors

Tata Consultancy Services Ltd displays consistent growth in revenue,
profit, and EPS. Its steadily rising EPS and strong profitability indicate a
high degree of operational efficiency. Among the selected firms, TCS
emerges as a company with strong earnings discipline and stable shareholder
returns.

Table 4. Infosys Ltd: Financial performance

Year Revenue (R Cr) Net Profit ( Cr) EPS %)
2021 1,00,472 19,423 45.42
2022 1,21,641 22,146 52.56
2023 1,46,767 24,108 58.08
2024 1,53,670 26,248 63.20
2025 1,62,990 26,750 64.32

Source: compiled by the authors based on Infosys Ltd financial data presented in the uploaded manuscript

As shown in Table 4, Infosys Ltd also demonstrated stable financial
growth over the five-year period, with increases in revenue, net profit, and
earnings per share. Although the company’s scale remains below that of Tata
Consultancy Services Ltd, its financial progression is notable for its
consistency and relative predictability. This makes Infosys an example of a
firm that combines moderate growth with financial reliability, which is
especially relevant for stock selection during inflationary periods. The
company’s ability to sustain positive earnings growth suggests resilience in
a changing macroeconomic environment. A visual presentation of these
trends is provided in Figure 3.
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Figure 3. Infosys Ltd performance
Source: compiled by the authors

Infosys Ltd also shows stable and positive financial growth. Although
its scale is lower than that of TCS, the company demonstrates a steady
earnings trajectory and shareholder return growth. Its performance suggests
dependable value and relatively strong resilience under changing economic
conditions.

Table 5. HDFC Bank Ltd: Financial performance

Year Revenue (X Cr) Net Profit (X Cr) EPS ()
2021 1,28,552 31,857 28.87
2022 1,35,936 38,151 34.31
2023 1,70,754 46,149 41.22
2024 2,83,649 65,446 42.16
2025 3,36,367 73,440 46.26

Source: compiled by the authors based on HDFC Bank Ltd financial data presented in the uploaded
manuscript

The results in Table 5 show that HDFC Bank Ltd achieved substantial
financial expansion during the reviewed period, especially in terms of
revenue and net profit.

The acceleration of growth in the later years is particularly significant,
as it may reflect the favorable effect of inflation-linked interest-rate
conditions on banking performance. The upward movement in EPS also
confirms that the company increased shareholder returns while maintaining
business stability.

These results support the classification of HDFC Bank as a financially
stable institution capable of performing effectively under inflationary
conditions.

The dynamics of this performance are illustrated in Figure 4.
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Figure 4. HDFC Bank Ltd performance

Source: compiled by the authors

HDFC Bank Ltd records substantial growth in revenue and net profit,
particularly in the later years of the period reviewed. The rise in EPS also
points to increasing shareholder value. The company’s results suggest
financial solidity and capital stability, which are particularly relevant during
inflationary periods when banking-sector performance may improve through
interest-rate transmission.

Table 6. ICICI Bank Ltd: Financial performance

Year Revenue (X Cr) Net Profit (X Cr) EPS })
2021 89,163 20,364 26.58
2022 95,407 26,538 36.14
2023 1,21,067 35,461 48.74
2024 1,59,516 46,081 63.02
2025 1,86,331 54,569 71.65

Source: compiled by the authors based on ICICI Bank Ltd financial data presented in the uploaded
manuscript

Table 6 indicates that ICICI Bank Ltd recorded one of the strongest
growth patterns among the selected companies, especially in net profit and
earnings per share.

The company’s EPS growth is particularly notable, as it points to a
rapid increase in shareholder value over the study period. This strong
momentum suggests that ICICI Bank was especially well positioned to
benefit from the changing macroeconomic and financial environment. In
comparative terms, the company appears to combine banking-sector
resilience with strong growth velocity, which makes it highly relevant in the
context of inflation-sensitive stock selection.

These financial trends are visually summarized in Figure 5.
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Flgure 5 ICICI Bank Ltd Performance

Source: compiled by the authors

ICICI Bank Ltd shows one of the strongest growth trajectories in the
sample. Revenue, net profit, and EPS all increased substantially, with EPS
growth being especially pronounced. This indicates strong growth
momentum and suggests that the bank may have benefited from favorable
banking-sector dynamics during inflationary conditions.

Comparative ratio analysis. The company-wise comparison becomes
clearer when the key performance indicators are aggregated.

Table 7. Ratio analysis of selected companies, 2021 to 2025

Avg. 5-Year Total 5-Yr Net
Company ROE EPS Growth (5-Yr) Profit Strength Category
TCS 47.8% 53.1% 21,98,210 Cr Operational
Efficiency
Infosys 30.1% 41.6% 21,18,175 Cr Reliable Value
HDFC Bank 16.2% 67.4% %2,55,043 Cr Capital Stability
ICICI Bank 16.9% 163.1% %1,89,013 Cr Growth Velocity
Reliance 9.2% 32.8% 33,55,941 Cr Market
Dominance

Source: compiled by the authors based on the ratio analysis presented in the uploaded manuscript

Table 7 provides the clearest comparative insight into stock selection.
TCS stands out for operational efficiency, with the highest average ROE in
the sample. Infosys appears as a reliable value stock with stable earnings
quality. HDFC Bank demonstrates capital stability, while ICICI Bank shows
exceptionally high EPS growth and therefore strong growth velocity.
Reliance retains market dominance in terms of total profit and scale, but its
lower average ROE suggests lower capital efficiency relative to some peers.
These distinctions are important because inflationary conditions do not
reward size alone. They tend to favor companies with stronger efficiency,
pricing power, resilience, and adaptability.

Sectoral impact of inflation. The study also evaluates the sector-specific
effect of inflation on stock performance.
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Table 8. Impact of inflation on stock performance
Sector Impact of High Inflation Why?
High inflation in the US and Europe, their major
Negative (Short Term) markets, may lead to budget cuts for IT projects.
Wage inflation also raises salary costs.
Inflation often leads to higher interest rates.
Banks may increase lending rates faster than
deposit rates, thereby improving net interest
margins.
As an energy producer, Reliance may benefit
from higher fuel prices, but its retail activities
may suffer if consumers face lower disposable
income.
Source: compiled by the authors based on the inflation-impact analysis presented in the uploaded
manuscript

IT Services
(TCS, Infosys)

Banking

(HDFC, ICICI) Positive (Usually)

Conglomerates

(Reliance) Mixed / Hedge

Table 8 shows that inflation affects sectors asymmetrically. IT services
may face short-term pressure through global demand contraction and wage
inflation, while banks may benefit from rate-driven margin expansion.
Conglomerates such as Reliance may experience mixed outcomes,
depending on the balance between commodity-linked gains and consumer-
demand weaknesses. This sectoral variation confirms that stock selection
during inflation should be industry-sensitive rather than uniform.

Al-based stock selection insights. The manuscript also presents
conceptual insights into how artificial intelligence may improve stock
selection. According to the authors, Al-based analysis can move beyond
conventional spreadsheet-based historical analysis and incorporate
additional layers of information, including market signals, management
sentiment, macroeconomic variables, and soft-data interpretation. Al can
cross-reference historical financial performance with changing variables
such as inflation, interest rates, and news flow in order to assess whether
performance indicators such as ROE and EPS growth are likely to continue
or weaken.

This implies that Al adds value not by replacing fundamental analysis,
but by deepening and updating it. For instance, the study suggests that Al
may help an investor distinguish between a company that is merely large and
one that is truly efficient. Under such logic, a company like Reliance may
appear impressive in terms of revenue size, but an Al-supported evaluation
could point to lower capital efficiency than firms such as TCS or faster
growth momentum than banks such as ICICI. Thus, Al may serve as an
“alpha filter” that enhances objectivity in stock selection.

Discussion. The findings indicate that companies with strong
fundamentals perform better during inflationary periods in the Indian
economy. This supports prior literature emphasizing the continued
importance of financial strength, profitability, and efficiency in stock
selection (Gupta et al., 2021; Kaur et al., 2023). The comparative analysis
suggests that firms with stronger ROE, robust EPS growth, and lower
financial fragility are better positioned to withstand inflationary volatility.
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The results also confirm that inflation affects sectors differently.
Banking firms appear to benefit more directly from inflation-related interest-
rate changes, which can support margin expansion. IT firms, by contrast,
may face demand-side and wage-cost pressures, especially because their
revenues depend substantially on international markets. Conglomerates
exhibit mixed effects, with inflation benefiting some business segments
while constraining others. This sectoral heterogeneity reinforces the
argument that stock selection during inflation requires a more nuanced
analytical approach than generic market-level screening.

The study further suggests that artificial intelligence has substantial
potential in investment decision-making. Prior studies have shown that Al
improves predictive precision and reduces uncertainty in financial decisions
(Adeusi et al., 2024; Dutta et al., 2024; Sharma et al., 2022; Verma et al.,
2024). In the context of the present study, Al appears especially valuable
because it can integrate multiple dimensions of financial and macroeconomic
information. It can complement traditional fundamental analysis by
identifying emerging patterns, cross-referencing financial strength with
market context, and offering a more adaptive view of likely future
performance.

However, the discussion must also remain cautious. In this article, the
use of Al is largely conceptual rather than empirically implemented through
a tested predictive model. Therefore, the study demonstrates the logic and
potential utility of AI integration rather than proving its predictive
superiority through formal model testing. Nevertheless, even as a conceptual
enhancement, the integrated framework presented in the article offers a
useful direction for future financial analysis and investment strategy design.

Conclusions. The study concludes that inflation is a major determinant
of stock market behavior in the Indian economy and that stock selection
during inflationary phases requires careful evaluation of both company-
specific financial strength and sector-specific inflation sensitivity. The
findings show that companies with stronger fundamentals, stable
profitability, and higher capital efficiency are better positioned to perform
well under inflationary pressure.

The study also confirms that fundamental analysis remains an important
and necessary tool for stock selection. Ratio analysis, trend analysis, and
financial performance assessment continue to provide meaningful insight
into the stability and resilience of firms. At the same time, these tools are
limited by their dependence on historical data and by their weaker capacity
to reflect fast-changing macroeconomic dynamics.

Artificial intelligence therefore emerges as an important
complementary tool. The study argues that Al, especially through predictive
analytics and multi-layered data processing, can improve the accuracy and
objectivity of stock selection by integrating financial indicators with broader
economic and market signals. As a result, the combined use of Al and
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fundamental analysis offers a more effective framework for reducing
uncertainty, managing risk, and improving investment decisions during
inflationary phases.

Overall, the article concludes that the integration of artificial
intelligence with traditional fundamental analysis can strengthen stock
selection in the Indian market. Such an approach is especially relevant in
inflationary periods, when market volatility is higher and decision-making
requires both historical financial discipline and adaptive analytical
intelligence.
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