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Taxation changes 



Fiscal Deficit:
❖ Government projected central government fiscal deficit of 4.3%, in FY27BE (Rs17 lakh cr), compared to 4.4% in FY26RE 
❖ Government has assumed a nominal GDP growth of 10% for FY27, which is realistic, in our view 
❖ Gross borrowings higher than expected at Rs17.2 lakh cr 

Focus on Capex:
✓ Slightly higher 12% growth in capex (Rs12.2 lakh cr vs Rs11 lakh cr for FY26RE) 
✓ Major increase in defense capex and capex assistance to states 
✓ Budgeted defense capex at Rs2.3 lakh cr (17% yoy), Rs2 lakh cr for loans for 

capex to states (33% yoy) 
✓ Budgeted Rs2.8 lakh cr for railways (10% yoy); Rs2.9 lakh cr for roads/highways 
✓ Total public sector (central govt. & CPSUs only) capex incl. IEBR to grow 11.5% 

in FY27BE 
✓ The planned outlay by public sector enterprises has increased by 11.5% yoy 
✓ Capex assumptions appear broadly realistic, in our view 

Borrowings, Yield, Debt/GDP:
• Gross borrowings higher than expected at Rs17.2 lakh cr 
• Government expects to finance FY27BE fiscal deficit of Rs17 lakh cr through different modes. 
• Higher gross borrowing of Rs17.2 lakh cr is likely to exert upward pressure on yields 
• We expect yields to stay elevated in most of CY26/FY27 in a range of 6.65-7.15%. 
• Government for the first time is targeting a level of debt/GDP 
• FY27BE debt/GDP ratio has been pegged at 55.6%. (50% by FY31) 



Budget: Revenue Side:
➢ Direct tax revenue growth at 12% (11% for corporate 

tax and 13% for income tax) seems achievable 
➢ STT collection growth at 16% could have some 

downside 
➢ Indirect taxes show growth of 2% over FY26RE, with 

CGST growth of 6%, customs duty growth of 5% and 
excise duty growth of 16% 

➢ Government projected non-tax revenues at Rs6.7 lakh 
cr for FY27BE (flat yoy) 

➢ The government increased the divestment target to 
Rs80,000 cr from Rs33,800 cr in FY26RE and Rs47000 cr 
in FY26BE 

Budget: Expenditure Side 
➢ The government has budgeted a soft 8% increase in 

expenditure 
➢ 7% growth in revenue expenditure and a slightly 

higher 12% growth in capital expenditure 
➢ Major increase in defense capex and capex assistance 

to states 
➢ The government has reduced allocation to subsidies 

by 4% yoy and proposed a modest 4% increase in pay, 
allowances and pensions, ahead of Eight Central Pay 
Commission recommendations and implementation 



Key takeaways:
✓ Budget stayed on fiscal consolidation; pace moderated, given revenue constraints 
✓ Realistic targets for tax revenues; maintained non-tax revenues vs FY26RE 
✓ Divestment target up substantially; may be difficult to achieve in past form 
✓ GFD/GDP of 4.3% underpins fiscal prudence at a moderate pace 
✓ Spending growth remains modest; maintains focus on capex 
✓ FY27RE capex up 12% & revenue exp. up 7% v/s FY26RE 
✓ Interest rates likely to remain elevated, G-sec 6.65-7.15% in FY27 
✓ Gross market borrowing at Rs17.2 lakh cr for FY27BE vs Rs14.6 lakh cr for FY26RE 



Valuation and Outlook:
✓ There is continued large underperformance of the Indian market 
✓ FPIs have been aggressive sellers in the market 
✓ DIIs on behalf of retail investors have been aggressive buyer 
✓ Underperforming due to high multiples of Indian market & lower multiples of other markets 
✓ Investment behavior of retail investors will be critical for the Indian market 
✓ Stabilizing earnings and better outlook one silver lining 
✓ We estimate Nifty EPS to grow at 16.6% in FY27 (EPS Rs1,252) & at 14.5% in FY28 (EPS Rs1,436) 



Sector
Nature of 

impact Stocks to Buy
BFSI Negative Axis Bank, Bajaj Finserv, HDFC, Home First, ICICI

Agriculture Neutral
Auto Neutral M&M, Maruti

Real Estate Neutral Lodha
Capital Goods Positive Cummins, L&T, Thermax

Cement & building Material Positive Acc, JSW Cement
Consumer Neutral Godrej Consumer, Pidilite, Varun Beverages, Blue Star

EMS Positive Amber, Syrma
Oil & Gas Neutral ONGC, Reliance Industries

Power Positive CGpower, Solar Ind.
Metals & Mining Positive Jindal Steel, Vedanta

Infrastructure Positive Bhel, HCC, Titagarh Rail, Data Pattern.
Aviation Neutral
Pharma Positive Aurobinda, Biocon, Dr. Reddy's, Syngene

Chemicals Neutral Acutaas, Jubilant Ingrevia, Neogen Chemicals
IT Neutral Coforge, Infosys, TCS, TechM

Sectorial Mutual Fund: 
✓ ICICI Prudential TAF,
✓ Energy Opportunities Fund,
✓ Pharma & Health Care Fund,
✓ Manufacturing Sector Fund

Other Mutual Fund: 
✓ ICICI Asset Allocation Fund,
✓ Large & Midcap Fund Fund,
✓ Multicap / Multi Asset Fund,
✓ Small Cap Fund

Debt.Mutual Fund: 
✓ Floating Rate Fund,
✓ Corporate Bond Fund,
✓ Low Duration Fund



Your questions are welcome!


