Union Budget Review (2026-2027)

Crafting new age growth story
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Budget 2026-27 was more growth-focused than populist, which was expected given that several populist measures like GST rate cuts and relief in
direct taxes have already been rolled out the last budget session. Key expectations were support policies for FII investments, Incremental capex
and growth-related measures. The government seems to have missed the mark on FII support-driven policies - an increment in the Securities
Transaction Tax (STT) only dampened the equity market's spirits - but on the capex and growth themes, Budget 2026 has delivered well. played
out as per the estimates.

Populist measures undertaken in the previous Budget session The measures taken earlier like GST and relief in personal income tax in last budget
session and other consumption boosting policies leave the FM with little headroom for capex allocation. Hence, the Budget outlined a 10% increase
in FY27BE capex, with the capex to GDP ratio set at 3.1%, almost similar to last year’s levels. However, the government’s endorsement of Public
Private Partnership (PPP) model may take a center-stage hereon, given a sustained pick-up in infrastructure activities in the country, which, in our
view, could be a daunting task given historical track record of the PPP model.

Supportive policies in heavy manufacturing and emerging sectors: A Masterpiece of Budget 2026-27

Manufacturing tops the winners’ chart. Sectors such as electronics, semiconductors, biopharma, capital goods, containers, and textiles are clearly
the government'’s priority bets. With bigger spending commitments, smarter duty structures and well-targeted incentives, the message is loud
and clear: India looks to position itself as a global manufacturing player, even as amid trade tensions rise worldwide. For businesses in these
spaces, the Budget offers better earnings visibility rather than a short-term demand boom. All these self-sufficient indigenous policies along with
earlier initiatives to boost consumption shall spur the economy’s growth.

Following massive capital commitments from industry majors - $15 billion from Google for Visakhapatnam, $35 billion from Amazon, and $17.5
billion from Microsoft — Budget 2026 features a tax holiday for data centers until 2047. Major technology firms are increasingly utilizing India’s
massive population as a primary laboratory for AI development. While tariff disputes persist, this sector is a rising engine for employment,
contrasting with the stagnation seen in legacy IT services.

On the flipside, capital market stocks have been severely hit by the increment in STT on options and futures, which will raise cost and dampen
derivative volumes, besides the fact that there were no FII supportive announcements. Other sectors which facing the brunt are - Consumption
(no changes in personal income tax brackets), Rate-sensitive sectors such as real estate, banks, NBFCs, etc., (government borrowing plans which
would keep yields elevated). However, the government’s commitment to fiscal consolidation provides some reassurance over the medium term.

Commitment on fiscal consolidation offers comfort

The government remained committed to fiscal consolidation path and announced moderate capex target (FY27BE capex up by over 9% from
FY26BE). For FY27, the government is targeting fiscal deficit at 4.3%. Also, FY27 capex growth is higher over revenue expenditures, which reflects
that quality spending is still in the government’s agenda, which bodes well for the economy.

Outlook - Budget to accentuate manufacturing growth in longer term

Budget 2026's policy thrust clearly favours productive enterprise (builders and producers) over trading/speculative activity and long-term
structural capacity over short-lived consumption spikes. For portfolio decisions, the signal is to discount near-term volatility and allocate toward
manufacturing-linked plays, infrastructure beneficiaries, and employment-intensive themes — domains enjoying deep, persistent government
support. We believe that 2026 could be marked with stabilization in large cap stocks and correction in the broader markets (SMID space) and
besides investments in regular sectors, funds shall also be allocated towards new age themes such as Data center, Semiconductor etc.

While the absence of capital gains tax relief and the increase in STT create near-term headwinds, we at the Mirae Asset India Research Centre
believe thatinvestors should remain selective, focus on quality sectors with strong policy visibility, and avoid aggressive short-term bets. Defensive
allocation and long-term positioning remain key in navigating post-Budget volatility.

In conclusion, Budget 2026 marks a clear shift from consumption boost to ensuring fiscal and policy stability, amid uncertain global waters. This
year's Budget may have its hits and misses, but to borrow a phrase from the FM's speech - “The Reform Express is well on its way and will maintain
its momentum.”

Investment Picks:

Large-Caps: Sun Pharma, ICICI Bank, M&M, SBIN, L&T, HUL, Dabur, Tata Consumer, Sun Pharma, Hero MotoCorp, NTPC, PowerGrid, UltraTech,
TCS, Infosys, DLF, JSW Steel and Jindal Steel.

Mid-caps: Lupin, Torrent Pharma, Biocon, Marico, Persistent Systems, HUDCO, Varun Beverages, Zydus Wellness, Polycab India, REC, PFC.

Small-caps: Kirloskar Oil Engines, Radico, ABDL, Arvind Smartspaces, KEC, V2 Retail and Emami.

Budget summary (Rs ‘00 crore)
Particulars \ FY21| FY22 | FY23 | FY24 | FY25|  FY26BE|  FY26RE|  FY27BE
Gross tax revenues 20,271 27,093 30,542 34,655 37,964 42,702 4077772  44040.86
% change yoy 1 34 13 13 10 12 -5 8
Net tax revenues 14,263 18,048 20,978 23,273 25,000 28,374 26,747 28,669
% change yoy 5 27 16 11 7 13 -6 7
Non tax revenues 2,076 6,255 2,854 4,018 5,366 5,830 6,677 6,662
Total expenditure 35,098 37,938 41,932 44,434 46,529 50,653 49,648 53,473
% change yoy 31 8 11 6 5 9 -2 8
Fiscal deficit 18,183 15,845 17,378 16,546 15,744 15,689 15,585 16,958
% as of GDP 9.2 6.8 6.4 56 48 4.4 4.4 43
Revenue deficit 14,496 10,310 10,699 7,652 5,643 5,238 5,268 5,923
% as of GDP 7.3 4.4 4.0 2.6 1.7 1.5 1.5 1.5
Primary deficit 11,384 7,790 8,092 5,908 4,589 2,926 2,842 2,918
% as of GDP 58 3.4 3.0 2.0 1.4 0.8 0.8 0.7

Source: Budget documents, Mirae Asset Sharekhan Research
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2026 - 2027

Amendments made under Direct Tax

Direct tax proposals

*

*

No changes in tax slabs.

In Union Budget 2026, share buyback proceeds will be taxed as capital gains for all shareholders
(allowing taxation only on actual profit, often at lower LTCG rates), benefiting retail and minority
investors as compared to the earlier dividend treatment. To prevent tax arbitrage by promoters,
an additional buyback tax will apply specifically to them, leading to an effective tax rate of 22% for
corporate promoters and 30% for non-corporate promoters.

The TCSrate for sellers of specific goods namely alcoholicliquor, scrap and minerals will be rationalized
to 2% and that on tendu leaves will be reduced from 5% to 2%.

The Budget also proposes raising the Securities Transaction Tax (STT) on futures trades from the
current 0.02% to 0.05% (a 150% increase), aiming to curb excessive speculation in the derivatives
segment. For options, STT on the premium is set to increase from 0.1% to 0.15% (50% hike), while the
STT on the exercise of options will rise from 0.125% to 0.15% (20% hike).

Minimum Alternate Tax (MAT) is proposed to be made the final tax. So, there will be no further credit
accumulation from April 1, 2026. In line with this change, the effective rate is being reduced to 14%
from 15% currently. The brought forward MAT credit of taxpayers accumulated till March 31, 2026,
will continue to be available to them for set-off as above.

The TCS rate on the sale of overseas tour program package from the current 5% and 20% to 2%
without any stipulation of amount.

Indirect tax proposals:

+ Due to omission of clause 13 (b) (8) the services provided by Indian brokers to FPI's shall be considered
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as export services and not liable to GST.
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Source: Budget documents, Mirae Asset Sharekhan Research

Gross tax revenue and Tax as % of GDP

Source: Budget documents, Mirae Asset Sharekhan Research

Fiscal deficit movement and FD as % to GDP
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2026 - 2027

FY27 Capex maintained at same level as budgeted for FY26

Trend in Capex to GDP ratio
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M Capex to GDP
Source: Budget documents, Mirae Asset Sharekhan Research

Mirae Asset Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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DISCLAIMER

This research report (“Report”) has been issued by Sharekhan Limited (“Mirae Asset Sharekhan”), and is intended for use only by the person or entity to which
it is addressed to. This Report may contain confidential and/or privileged material and is not for any type of circulation, and any review, retransmission, or any
other use is strictly prohibited unless specifically permitted by Mirae Asset Sharekhan. This Report is subject to change without prior notice.

Recommendation in reports is based on technical and derivatives analysis and based on studying charts of a stock’s price movement, trading volume, and
outstanding positions, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals. However,
this would only apply to information/ documents focused on technical and derivatives research and shall not apply to reports/ documents/ information focused
on fundamental research.

This Report does not constitute an offer to sell or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction.
Though disseminated to all customers who are due to receive the same without discrimination, not all customers may receive this report at the same time. Mirae
Asset Sharekhan will not treat recipients as customers only by virtue of their receiving this Report.

The information contained herein is obtained from publicly available data or other sources believed to be reliable, and Mirae Asset Sharekhan has not
independently verified the accuracy and completeness of the said data and hence it should not be relied upon as such. While we would endeavor to update
the information herein on a reasonable basis, Mirae Asset Sharekhan, its subsidiaries and associated companies, their directors, and employees (“Affiliates”)
are under no obligation to update or keep the information current. Also, there may be regulatory, compliance, or other reasons that may prevent Mirae Asset
Sharekhan and its affiliates from doing so. This Report is prepared for assistance only and is not intended to be and must not alone be taken as the basis for
an investment decision. Recipients of this Report should also be aware that past performance is not necessarily a guide to future performance, and the value
of investments can go down as well. The user assumes the entire risk of any use made of this information. Each recipient of this Report should make such
investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this Report (including
the merits and risks involved) and should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views
expressed may not be suitable for all investors. We do not undertake to advise you as to any change of our views. Affiliates of, and/ or other individual analysts
employed by Mirae Asset Sharekhan may have issued other recommendations/ reports that are inconsistent with and reach different conclusions from the
information presented in this Report. The reports may reflect different assumptions, views and analytical methods of the analysts who prepared them. Mirae
Asset Sharekhan may make investment or other decisions that are inconsistent with the opinions and views expressed in this Report. The views and opinions
expressed in this Report may vary from or contradict with the report, views, estimates, rating, and target price if any provided/ issued by entity(ies) within or
outside the group or other team(s) within Mirae Asset Sharekhan basis various factors including but not limited to rating criteria, valuation methodologies,
assumptions, accounting methodologies, etc.

This Report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country
or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Mirae Asset Sharekhan
and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all
jurisdictions or to a certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe
such restrictions.

The analyst certifies that the analyst might have dealt or traded directly or indirectly in the securities of the company and that all the views expressed in this
Report accurately reflect his or her personal views about the subject company or companies and its or their securities. The analyst and Mirae Asset Sharekhan
further certifies that either he or his relatives or Mirae Asset Sharekhan or their associates might have direct or indirect financial interest or might have actual
or beneficial ownership of 1% or more in the securities of the company at the end of the month immediately preceding the date of publication of the Report.
The analyst and Mirae Asset Sharekhan encourage independence in research report/ material preparation and strive to minimize conflict in the preparation of
the research report. The analyst and Mirae Asset Sharekhan and their associates have not served as officers, directors or employees of the subject company.
The analyst and Mirae Asset Sharekhan or its associates may have managed or co-managed the public offerings of the company. Mirae Asset Sharekhan, or its
associates, or analysts may have received compensation for investment banking, merchant banking, brokerage services or received compensation for products
or services other than investment banking, merchant banking or brokerage services from the subject company or from a third party in the past twelve months
in connection with the Report, or received any other compensation or benefits from the subject company or other third party in connection with this Report.
Mirae Asset Sharekhan or its associates have not been debarred/ suspended by the Securities and Exchange Board of India (“SEBI") or any other regulatory
authority for accessing/ dealing in securities market. Mirae Asset Sharekhan or its associates or research analyst or his/her relatives may have financial interest
or any other material conflict of interest in the subject company of this research report at the time of publication of the research report or at the time of public
appearance. Further, please note that Mirae Asset Sharekhan or its research analysts or their associate(s) have not used artificial intelligence tools in providing
research services.

Either Mirae Asset Sharekhan or its Affiliates or its directors or employees/representatives/clients or their relatives may have position(s), make market, act as
principal or engage in transactions of purchase or sell of securities, from time to time or may be materially interested in any of the securities of the subject
company or related securities referred to in this Report and they may have used the information set forth herein before publication. Mirae Asset Sharekhan may
from time to time solicit from, or perform investment banking or other services for, any company mentioned herein. Without limiting any of the foregoing, in
no event shall Mirae Asset Sharekhan, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability
for any damages of any kind.

Forward-looking statements (if any) are provided to allow potential investors the opportunity to understand management’s beliefs and opinions in respect of the
future so that they may use such beliefs and opinions as one factor in evaluating an investment. These statements are not a guarantee of future performance,
and undue reliance should not be placed on them. Such forward-looking statements necessarily involve known and unknown risks and uncertainties, which may
cause actual performance and financial results in future periods to differ materially from any projections of future performance or results expressed or implied
by such forward-looking statements. Mirae Asset Sharekhan and its Affiliates undertake no obligation to update forward-looking statements if circumstances or
management’s estimates or opinions should change, except as required by applicable securities laws. The reader/ investors are cautioned not to place undue
reliance on forward-looking statements and use their independent judgment before taking any investment decision.

Investment in securities market is subject to market risks, read all the related documents carefully before investing. The securities quoted are for illustration
only and are not recommendatory. Registration granted by SEBI, and certification from NISM in no way guarantee performance of the intermediary or provide
any assurance of returns to investors.

Mirae Asset Sharekhan has been ranked as India’s No.1 Retail Broker by Asia money Brokers Poll 2023. For more details, visit bit.ly/AsiamoneyPoll
Client should read the Risk Disclosure Document issued by SEBI & relevant exchanges on www.sharekhan.com

Most Important Terms and Conditions (MITC) for MASK research services can be viewed on Sharekhan website under
https://www.sharekhan.com/MediaGalary/Common/MITC_Sharekhan.pdf

Registered Office: 1st Floor, Tower No. 3, Equinox Business Park, LBS Marg, Off BKC, Kurla (West), Mumbai 400 070, Maharashtra, India. Tel: 022-67502000.

Correspondence/Administrative Office Address: Gigaplex IT Park, Unit No 1001, 10th Floor, Building No. 9, TTC Industrial Area, Digha, Airoli-West,
Navi Mumbai - 400708. Tel: 022 61169000 / 61150000, Fax No. 61169699.

Registration and Contact Details: Name of Research Analyst - Sharekhan Limited - (AMFI-registered Mutual Fund Distributor), Research Analyst Regn No.:
INH000006183. CIN: U99999MH1995PLC087498.

SEBI Regn. Nos.: BSE / NSE (CASH / F&O / CD) / MCX - Commodity: INZ000171337; BSE - 748, NSE - 10733, MCX - 56125, DP: NSDL/CDSL-IN-DP-365-2018; PMS:
INP000005786; Mutual Fund: ARN 20669 (date of initial registration: 03/07/2004, and valid till 02/07/2026); IRDAI Registered Corporate Agent (Composite)
License No. CA0950, valid till June 13, 2027.

Compliance Officer: Mr. Joby John Meledan; Tel: 022-4657 3809; email id: complianceofficer@sharekhan.com
For any complaints/ grievances, email us at igc@sharekhan.com, or you may even call the Customer Service desk on 022-41523200 / 022-61151111.
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