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BUDGET ANALYSIS MACRO

The Union Minister for Finance Nirmala Sitharaman presented her ninth straight budget,
which majorly focus on boosting economic growth, infrastructure, and employment. This is
the first time in the history of India that the Union Budget is being presented on a Sunday. The
budget reflects a clear strategic vision to position India as a global textile manufacturing and
export hub. The budget is inspired by three ‘kartavya’. First kartavya is to accelerate and
sustain economic growth, by enhancing productivity and competitiveness, and building
resilience to volatile global dynamics. Second kartavya is to fulfil aspirations of people and
build their capacity, making them strong partners in India’s path to prosperity. Third kartavya,
aligned with vision of Sabka Sath, Sabka Vikas, is to ensure that every family, community,
region and sector has access to resources, amenities and opportunities for meaningful
participation. The budget is powered by Yuva Shakti, which emphasizes on Government’s
‘Sankalp’ to focus on poor, underprivileged and the disadvantaged. The government has
proposed interventions in six areas under the first Kartavya to accelerate and sustain
economic growth i) Scaling up manufacturing in 7 strategic and frontier sectors; ii)
Rejuvenating legacy industrial sectors; iii) Creating ‘Champion MSMEs’; iv) Delivering a
powerful push to Infrastructure; v) Ensuring long-term energy security and stability; and vi)
Developing City Economic Regions.

The second Kartavya is to fulfil aspirations and build capacity. The government has said that
close to 25 crore individuals have come out of multidimensional poverty through a decade of
its sustained and reform-oriented efforts. The government has decided to place a renewed
emphasis on the Services Sector to provide a pathway to fulfilling aspirations of a youthful
India, with measures like setting up a High-Powered ‘Education to Employment and
Enterprise’ Standing Committee to recommend measures that focus on the Services Sector as
a core driver of Viksit Bharat. The Committee will prioritise areas to optimise the potential for
growth, employment and exports. They will also assess the impact of emerging technologies,
including Al, on jobs and skill requirements and propose measures thereof. This will make
India a global leader in services, with a 10 per cent global share by 2047. The third Kartavya
which aligns with vision of Sabka Sath, Sabka Vikas requires targeted efforts for a) Increasing
farmer incomes through productivity enhancement and entrepreneurship, with special
attention to small and marginal farmers; b) Empowering Divyangjan through access to
livelihood opportunities, training and high-quality assistive devices; ¢) Empowering the
vulnerable to access mental health and trauma care; d) Focus on the Purvodaya States and
the North-East Region to accelerate development and employment opportunities.
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FISCAL CONSOLIDATION

Continuing on the path of fiscal consolidation, Finance Minister Nirmala Sitharaman has
pegged fiscal deficit at 4.3 per cent of Gross Domestic Product (GDP) for the fiscal year 2026-27
(FY27) as against 4.4 per cent for the financial year ending March 2026. Fiscal deficit in
absolute terms works out to be Rs 16,95,768 crore for FY27. To finance the fiscal deficit, the
net market borrowings from dated securities are estimated at Rs 11.7 lakh crore. The debt-to-
GDP ratio is estimated to be 55.6 per cent of GDP in Budget Estimate (BE) 2026-27, compared
to 56.1 per cent of GDP in Revised Estimate (RE) 2025-26. A declining debt-to-GDP ratio will
gradually free up resources for priority sector expenditure by reducing the outgo on interest
payments.

The government is committed to keep fiscal deficit in each year (from FY 2026-27 till FY 2030-
31) such that the central government debt is on a declining path to attain a debt-to-GDP level
of about 50+1 per cent by March 31, 2031, from the current level of 55.6 per cent. The general
government debt-to-GDP ratio was 85 per cent in 2024, which included central government
debt of 57 per cent. A fiscal deficit of 3-4 per cent is considered comfortable and a desirable
target for a growing, developing economy like India, aiming to balance economic expansion
with financial stability.

FISCAL INDICATORS
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ECONOMIC GROWTH

In the Budget for FY 2026-27, nominal GDP is projected to grow by 10.0 per cent over the First
Advance Estimates of FY 2025-26. Private final consumption expenditure (PFCE) is projected to
grow by 7 per cent, accounting for 61.5 per cent of GDP - the highest level since FY12.
Government final consumption expenditure is also estimated to strongly rebound with a YoY
growth of 5.2 per cent in FY26 as against 2.3 per cent in FY25. Investment activity remains
strong, with gross fixed capital formation (GFCF) rising by 7.8 per cent in FY26, higher than the
previous year.

As per the first advance estimates published by the National Statistics Office, India’s real GDP
has been estimated to grow by 7.4 per cent in FY 2025-26 against the growth rate of 6.5 per
cent during FY 2024-25, while nominal GDP is estimated to grow at 8.0 per cent in FY 2025-26.
Moreover, the services sector remains the primary growth driver, expanding by 9.1 per cent.
Manufacturing and construction have grown by 7 per cent. Agriculture is estimated to grow at
3.1 per cent. Except for the agricultural sector, all other sectors recorded higher growth than in
the previous year. However, agricultural growth prospects remain supportive due to
favourable farming conditions and robust farm output.

IIP growth
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MAJOR SUBSIDIES

The government's annual subsidy expense on food, fertiliser and fuel is pegged 4.47 per cent
lower at Rs 4,10,495 crore during the 2026-27 fiscal. The revised subsidy for food, fertiliser and
fuel for the current 2025-26 fiscal year is estimated at Rs 4,29,735 crore. Food subsidy is
estimated at Rs 2,27,629 crore in the 2026-27, lower than the revised estimate of Rs 2,28,154
crore for the 2025-26. Major expenditure on food subsidy is under the Pradhan Mantri Garib
Kalyan Anna Yojana (PMGKAY), under which the government supplies free ration to more than
81 crore beneficiaries.

The second major expenditure is on fertiliser subsidy, which is also projected lower at Rs
1,70,805 crore for 2026-27, compared to the revised estimate of Rs 1,86,460 crore for the
ongoing 2025-26 fiscal. Of the total, subsidy on urea is projected at Rs 1,16,805 crore, while
that for non-urea fertilisers is at Rs 54,000 crore during FY27. Meanwhile, petroleum subsidy is
estimated to be lower at Rs 12,085 crore for 2026-27 as against the revised estimate of Rs
15,121 crore for the 2025-26. Major subsidies at 1.0 per cent of GDP form roughly 10.0 per cent
of Revenue Expenditure in BE 2026-27.




GOVERNMENT DEBT
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Central Government debt, based on FRBM (Fiscal Responsibility & Budget Management)
definition, is estimated to be at 56.1 per cent of GDP in RE 2025-26. It also includes the
liabilities on account of investment in Special Securities of the States, under the NSSF, which
are expected to be 0.7 per cent of GDP in RE 2025-26. The Central Government debt net of
these liabilities is about 55.5 per cent of GDP in RE 2025-26.

GOVERNMENT BORROWINGS

The government’s debt management strategy stands on three pillars - reduction in borrowing
costs, risk mitigation and market development. In BE 2026-27, gross and net market
borrowings by the Government of India (Gol) through dated securities are budgeted at Rs
17.20 lakh crore and Rs 11.73 lakh crore, respectively, compared to Rs 14.82 lakh crore and Rs
11.54 lakh crore in BE 2025-26. As on January 27, 2026, gross market borrowings through
dated securities during FY 2025-26 stands at 86.0 per cent (Rs 12.75 lakh crore) as against BE
2025-26. Further, as on January 27, 2026, net market borrowings through dated securities
during FY 2025-26 stands at 68.2 per cent (Rs 7.87 lakh crore) as against BE 2025-26.
Notwithstanding the impact of global financial conditions on the Indian G-sec market, the
market borrowing programme in FY 2025-26 has been conducted in a non-disruptive manner.
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CAPITAL OUTLAY

The Budget for FY 2026-27 projected Rs 12.22 lakh crore (3.1 per cent of GDP) towards capital
expenditure. This includes capital support to States through SASCI (Special Assistance as Loan
to States for Capital Expenditure) with an outlay of Rs 2.0 lakh crore. In BE 2026-27, the
allocation under Grants in-aid for creation of capital assets is projected at Rs 4.93 lakh crore
(or 1.3 per cent of GDP). Thus, the effective capital expenditure in FY 2026-27 is estimated at
Rs 17.15 lakh crore (or 4.4 per cent of GDP). The Revenue Expenditure for BE 2026-27 has been
projected to be Rs 41.25 lakh crore or 10.5 per cent of GDP in BE 2026-27, compared to 10.8 per
centin RE 2025-26.




INDUSTRY

The performance of the industrial sectors based on the Index of Industrial Production (lIP)
comprising mining, manufacturing and electricity registered a growth of 3.9 per cent during
April-December period of 2025-26, which was lower as compared to 4.1 per cent in the
corresponding period of last year. As per the sectoral classification, mining, manufacturing
and electricity sectors registered 0.1 per cent, 4.8 per cent and 0.5 per cent growth during
April-December period of 2025-26, respectively. Among the use-based categories, primary
goods, capital goods, intermediate goods, infrastructure/construction goods, consumer
durables goods and consumer non-durables goods have attained 0.9 per cent, 7.3 per cent, 5.5
per cent, 9.4 per cent, 5.6 per cent and 0.2 per cent growth respectively during April-December
period of 2025-26.
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EXTERNAL SECTOR

India’s total exports (merchandise and services) reached $825.3 billion in FY25, with
continued momentum in FY26. Despite tariffs imposed by the United States, merchandise
exports grew by 2.4 per cent (April-December 2025), while services exports increased by 6.5
per cent. Merchandise imports for April-December 2025 increased by 5.9 per cent.

Gross Foreign Direct Investment (FDI) inflows were recorded at $81.0 billion in FY25, and the
momentum strengthened in FY26 with the highest inflow recorded in the first seven months
of any financial year. During these seven months, net FDI flows, after adjusting for
repatriations and outbound FDI from India, totalled $6.2 billion, compared to $3.3 billion in
the corresponding period last year. A net portfolio investment outflow of $3.9 billion was
recorded from April to December 2025. On a yearly basis, the rupee experienced a
depreciation of 4.9 per cent as of January 09, 2026.

The current account deficit declined to 0.8 per cent of GDP in H1 FY26 from 1.3 per cent in H1
FY25. Foreign exchange reserves stood at $687.2 billion as of January 09, 2025, providing a
strong buffer against external shocks, as they cover 92 per cent of India’s external debt
(outstanding at the end of September 2025) and 11 months of merchandise imports.




OUTLOOK

The Union Budget 2026-27 presented by Finance Minister Nirmala Sitharaman majorly charts
a clear roadmap for India’s vision to become Viksit Bharat by 2047. There were no big-bang
reforms in the budget this year. With no changes in income tax slabs, the finance minister
announced the implementation of the New Income Tax Act from April 1, 2026. The Budget
proposed tax holiday till 2047 for foreign companies that provide cloud services to customers
worldwide by using data centres in the country. Sitharaman made it clear that Budget 2026-27
prioritises manufacturing across a wide spectrum of pharmaceuticals, semiconductors,
electronics, rare-earth magnets, chemicals, capital goods, containers, textiles and sports
goods. The logic is both economic and strategic. With focus on regional medical hubs and
training for allied healthcare professionals and caregivers, the Health Ministry's budget rises
10 per cent. India's defence allocation hiked by 20 per cent to Rs 7.84 lakh crore, reflecting
increased focus on military capabilities amid global security challenges. The Union Budget
2026-27 enhanced the allocation for the Ministry of Health & Family Welfare to Rs 1,05,530.42
crore, reflecting an increase of 8.96 per cent over the Revised Estimates of FY 2025-26.

In a major push for tech-driven agriculture, Sitharaman announced the launch of 'Bharat
Vistar' - a multilingual Al tool set to integrate AgriStack portals and Indian Council of
Agricultural Research’s (ICAR’s) agricultural practices with advanced Al systems, transforming
how farmers access resources and make decisions. The initiative prioritises real-time access to
soil and weather data, expert advice, and government schemes, aiming to transform how
farmers manage their operations and receive support. On taxation front, the Union Budget
2026-27 has reworked the taxation of share buybacks, shifting proceeds into the capital gains
framework and undoing the structure introduced in 2024 that treated buyback income as
dividend receipts. Spreading caution among traders, the government has proposed changes
to securities transaction tax (STT) and tax collected at source (TCS) on select goods, signalling
a sharper push to curb tax arbitrage and improve compliance. The government has proposed
to raise the Securities Transaction Tax (STT) on Futures to 0.05 per cent from present 0.02 per
cent. STT on options premium and exercise of options are both proposed to be raised to 0.15
per cent from the present rate of 0.1 per cent and 0.125 per cent respectively. The hike in STT
is only for F&O trading and not for other segments of the equity market.
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To give India’s smallest businesses a further boost, Finance Minister Nirmala Sitharaman
unveiled new funds. The Self-Reliant India Fund will get a Rs 2,000 crore top up to support
micro enterprises that remain capital-starved despite credit guarantee schemes. Moreover, a
Rs 10,000 crore SME Growth Fund will be introduced to scale high potential firms. The
government will also launch a scheme to revive 200 legacy industry clusters, targeting
traditional hubs that have thinned out due to credit stress and outdated technology. Budget
2026-27 highlights tourism as a key sector for job-driven growth. Finance Minister Nirmala
Sitharaman said tourism can help create more jobs, bring in foreign exchange, and boost local
economies.

Further, to boost domestic manufacturing, the government has proposed setting up mega
textile parks with a clear focus on value addition in technical textiles. The Budget 2026-27 also
proposed an integrated textile programme with five sub-parts, bringing various existing
schemes under one umbrella to improve efficiency and coordination. The finance minister
also announced the Mahatma Gandhi Gram Swaraj initiative to strengthen khadi and
handloom activities at the village level. Budget 2026-27 reduces tax on study abroad and
medical remittances under Liberalised Remittance Scheme (LRS), easing liquidity pressures
for families. This year’s budget allocation for education has been increased by 8.27 per cent
from the previous budget. This increase reflects the government’s commitment for the
education. Seafood exports got attention in this budget, as the government raised duty-free
import limits, reducing costs, and enhancing competitiveness.




IIIIIIIIIIIIIIIIII

EQUITY M ELPIINE!

Have Questions About Investing In Stocks (Shares) ?

CONTACT INFORMATION

& +9190716-13599

@  www.sukhanidhi.in

info@sukhanidhi.in

B X

TOLL FREE: 1800 889 0255

Q) CALL US : 1800 889 0255




