


✓ FY26 Union Budget: Good for the bond market and 
consumption.

✓ Focus on gradual consolidation and providing a boost to 

consumption. 

✓ Govt. budgeted GFD / GDP at 4.4%, led by a 10.8% increase 
in gross tax revenues, a 6.7% increase in revenue expenditure 

& 10% increase in capex.

✓ Govt. left corporate tax rates unchanged but raised the 
exemption & upper limit of various tax slabs for Individual 
Income Tax.

✓ Nominal GDP growth is estimated at 10.1%. 

Source: Ministry of Finance, KIE report dated 1st Feb 2025. https://www.indiabudget.gov.in
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➢ The Gross tax receipts (as a % of 
GDP increased from 11.3% in 
FY23 to 11.7% in FY24.

➢ This is expected to increase 
further to 11.9% in FY25BE and to 
12% in FY26RE.

▪ Budgeted 10% growth in capital 
      expenditure for FY26BE
      to Rs11.2 lakh cr.

▪ Total PSU capex including IBER
       at Rs15.5 lakh Cr to grow at 
       10.8% in FY26BE.

▪ No major increase in capex for major sectors.

▪ Road Railways flattish; 13%/ 19% yoy increase for Defense /Housing. 
 

▪ Bulk of increase is for innovation schemes & allocation to loans for 
capex to states.

▪ Government may miss its capex targets again in FY26. 
▪ May struggle to spend in new schemes for Science & technology & 

Economic affairs.



❑ Total revenue receipts to grow 11.1% yoy.

❑ Direct tax revenue growth at 12.6% (10.4% for corporate tax &                 
14.3% for income tax) seems achievable. 

❑ Indirect tax growth of 8.3% over FY25RE: CGST/ Custom/ Excise   
duty growth of 11.3% / 2.1% / 3.9%.

❑ Net tax rev. pegged at Rs28.4 lakh cr (+11%).

❑ STT at Rs78k Cr for FY26 depends on market conditions.

❑ Tight leash on capex & revenue exp, govt.

❑ Total Exp. to grow 7.4% yoy for FY26BE

❑ Revenue exp. to grow muted 6.7% yoy to Rs39.4 lakh cr, only 
few welfare schemes witnessing a decent rise in allocation. 

❑ Changes to personal income tax rates/slab:  Govt. foregone Rs1 
lakh cr of tax revenues.

❑ Nuanced impact on consumption; market reaction



❑ FY26BE central deficit at 4.4% v/s 4.8% in FY25RE & 5.6% in FY24.
❑ 11.1% receipt &7.4% exp. growth, leading to fiscal deficit of Rs15.7 lakh cr.
❑ We find fiscal deficit target realistic with moderate 10.1% nominal GDP growth.



❑ Introduction of simplified new Income Tax bill by FM.
❑ Increased the upper limit for various tax slabs for personal income tax.
❑ Made several procedural changes to further simplify filing and improve compliance.
❑ Income from ULIPs with annual premiums exceeding ₹2.5 lakh will be taxed as capital gains or income from other sources.
❑ Rationalization of Tax Deduction at Source (TDS) by reducing the number of rates and thresholds above which TDS is deducted
❑ Tax deduction limit for senior citizens doubled from INR 50,000 to INR 100,000.
❑ The annual limit of  INR 240,000 for TDS on rent increased to INR 600,000

❑ 36 new life-saving drugs have been added to 
the list of medicines exempted from basic 
customs duty (BCD).

❑ The duty on cobalt powder, lithium-ion 
battery waste, lead, zinc, and 12 other critical 
minerals from 5% to Nil.

❑ Customs duty on solar modules has been 
reduced from 40% to 20%, making solar 
installations more affordable, while on Solar 
cells has  been reduced from 25% to 20% to 
encourage domestic solar manufacturing.

❑ Goods used in building launch vehicles and 
satellite launching facilities are now fully duty-
exempt.



❑ FPIs have sold US$30 bn in secondary market since October 2024.
❑ “America First” policies of the new US administration creating more uncertainty.
❑ Risk Reward quiet poor despite recent correction.
❑ Valuations are high across the board except for financials.
❑ Large-cap. stocks may hold up better in the next few months.
❑ FPIs are unlikely to look at India favorably in a hurry.
❑ Overall, we expect Nifty EPS of 1184 in FY26E and Rs1355 in FY27E.
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