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Focus on fiscal consolidation and consumption; however, capital expenditure push intact

Fiscal deficit for FY2026 at 4.4%.

Maintained its fiscal discipline
path.

Capital Expenditure

Tax relief for Middle class

Push for Rural, Agriculture, MSMEs

The Government has fixed the deficit for FY2026 at 4.4% of the GDP that is below
the earlier set target of 4.5%. The revised deficit figure of 4.8% for FY2025 was
marginally lower than budgeted.

The Government expenditure for FY2025 was revised downwards to 347.1lakh Cr.
from the budget estimate of 248.2 lakh Cr. This was led primarily on account of
lower capex due to the election year. Capital expenditure for the year stood at
%10.78 lakh Cr, lower than budget estimates of Z11.1lakh Cr.

For FY26, the budget has set the CAPEX target of %11.2 Lakh Cr, a growth of 10%
over the revised estimates, which is in line with the nominal GDP growth
estimates. But this is just marginally up from the FY24 budgeted figure. For
continuing the capex push, this budget has proposed an outlay of Rs 1.5 Lakh Cr
forthe 50-yearinterest-free loansto states for capital expenditure and incentives
forreforms.

Key Highlights of the Budget

The Union Budget clearly has a focus towards revitalizing demand, Rural
Development, Agriculture & Allied Activities, SMEs and skill development. Key
measures announced by the Government are:

e The budget has provided tax relief to the middle class by offering rebates
for individuals with incomes up to X 12 Lakh under the new regime. We
believe that anindividual in the ¥ 12 Lakh salary bracket will save roughly
80-90 thousand per year. This is expected to spur Urban consumption,
which has been a cause for concern for multiple quarters.

e FocusonRuraland Skill Development: The budget puts emphasis on Rural
Development and Agriculture & Allied Activities, with a total outlay of 2
2.66 Lakh Cr and X 1.71 Lakh Cr respectively. The focus of the budget has
been on ways to improve productivity by various means including credit
availability, R&D and supply chain improvements.

e The budget also focuses on MSMEs such as footwear, leather, and toys.
New X 10,000 Cr fund-of-funds for tech upgradation in MSMEs and
startups. Formalization of the gig economy is attempted through
provision of social security, including health care coverage and linkage
with the e-Shram portal. There is a push for Tourism as an employment
generation sector, with plan to develop 50 destinations in cooperation
with states.

e Allocation to Railways and Roads is relatively unchanged at X 2.55 Lakh Cr
and % 2.72 Lakh Cr, respectively. Maritime development fund of 25,000cr
isannounced for shipping sector growth. New UDAAN scheme to connect
120 destinations over the next 10 years.
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Changes in Income Tax regime

This budget is the first full-year budget after the general election. Over the past decade, the government has tried
to adopt a supply-side reform approach. But due to general concerns regarding falling demands, some focus is
diverted to the demand side of the economy.

Thisyear's budget provides meaningful tax relief to the middle class. The Government further modified the income
tax slabs under the new tax regime. The rebate limit is increased to INR 12 Lakh from INR 7 Lakh under the new
regime. Thus, people with incomes up to 12.75 Lakh (considering standard deduction of 75,000) will not have to pay
any income tax. On the consumption front, this could put some extra money in taxpayers’ hands and support
consumption demand and increase private investments. The revision is expected to impact Government's revenue
by approx. INR 1Lakh Cr annually.

Apart from that the budget tries to rationalize TDS and TCS rates in certain sections.

Earlier- Slab Revised-Slab
Income Tax Rate Income Tax Rate
0-3 lakh Nil 0-4 lakh Nil
3-7lakh 5% 4-8 lakh 5%
7-10 lakh 10% 8-12 lakh 10%
10-12 lakh 15% 12-16 lakh 15%
12-15 lakh 20% 16-20 lakh 20%
15+ lakh 30% 20-24 lakh 25%
24+ lakh 30%

Tax revenue assumptions for FY2026 appear slightly optimistic

Gross tax collections for FY2026 are expected to grow at 10.8%, which is slightly above the nominal GDP growth
estimate of 10.1%. Net tax collections growth is expected to be at 11% in FY2026.

Indirect tax collections excluding GST are expected to grow by 3% YoY. GST collections are expected to grow by
10.9% yoy while customs duties are expected to grow by 2.1% YoY. Excise duties are expected to grow by 3.9% YoY.

Tax revenue estimates seem to be slightly optimistic wrt the nominal growth expected in FY26.
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Key Fiscal Indicators (% of GDP)

FY24RE FY24A FY25BE FY25RE FY26BE

Gross Tax Revenue 11.6% 11.7% 11.8% 11.9% 12.0%
Devolution to States 3.8% 3.9% 3.9% 4.0% 4.0%
Net Tax to Centre 78% 7.9% 7.9% 7.9% 7.9%
Direct Taxes 6.6%  6.6% 6.8% 6.9% 7.1%
Indirect taxes 5.0% 5.1% 5.0% 5.0% 4.9%
Capital Receipt (ex-borrowing) 0.2% 0.2% 0.2% 0.2% 0.2%
Revenue Expenditure 11.8% 11.7% 10.7% 10.9% 10.2%
Subsidies 1.4%  1.5% 1.3% 1.3% 1.2%
Total Capital Expenditure 34%  2.5% 3.1% 2.9% 3.1%
Total Expenditure 151% 15.0% 14.8%  14.6% 14.2%
Revenue Deficit 28%  2.6% 1.8% 1.9% 1.5%
Fiscal Deficit 58%  5.6% 4.9% 4.8% 4.4%
Primary Deficit 23% 2.0% 1.4% 1.3% 0.8%

Source: Budget documents, Angel Research
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Exhibit 2: Budget 2025-26 at a glance

Particular Budget (X Cr) YOY (%)
FY24A FY25BE FY25RE FY26BE FY25RE  FY26BE
(A) Revenue Receipts (1+2) 27,29,036 31,29,200 30,87,960 34,20,409 13.2 10.8
Gross Tax Revenue (a+b) 34,65,519 38,40,170 38,53,455 42,70,233 11.2 10.8
Devolution to States/Trf to NCCD 11,38,268 12,56,671 12,96,495 14,32,824 13.9 10.5
% 32.85% 32.72% 33.65% 33.55%
1) Tax Revenue (Net to Centre) 23,27,251 25,83,499 25,56,960 28,37,409 9.9 11.0
a) Direct Taxes 19,56,234 22,07,000 22,37,000 25,20,000 14.4 12.7
Income Tax 10,44,757 11,87,000 12,57,000 14,38,000 20.3 14.4
Corporate Tax 9,11,055 10,20,000 9,80,000 10,82,000 7.6 10.4
Others 422
b) Indirect taxes 15,09,285 16,33,170 16,16,455 17,50,233 7.1 8.3
Custom Duties 2,33,119 2,37,745 2,35,000 2,40,000 0.8 2.1
Excise Duties 3,05,362 3,19,000 3.05,000 3,17,000 -0.1 3.9
Service Tax 425 100 100 100 -76.5 0.0
GST 9,57,208 10,61,899 10,61,899 11,78,000 10.9 10.9
Others 13,171 14,426 14,456 15,133 9.8 4.7
2) Non Tax Revenue 4,01,785 5,45,701 5,31,000 5,83,000 32.2 9.8
(B) Capital Receipts (3+4+5) 17,14,411 16,91,312 16,28,527 16,44,936 -5.0 1.0
3) Recovery of Loans 26,646 28,000 26,000 29,000 -2.4 11.5
4) Disinvestment 33,122 50,000 33,000 47,000 -0.4 42.4
5)Borrowings and Other Liabilities 16,54,643 16,13,312 15,69,527 15,68,936 -5.1 0.0
Total Receipt (A+B) 44,43,447 48,20,512 47,16,487 50,65,345 6.1 7.4
(C)Revenue expenditure 34,94,252 37,09,401 36,98,058 39,44,255 5.8 6.7
6) Of which interest payments 10,63,872 11,62,940 11,37,940 12,76,338 7.0 12.2
(D) Capital expenditure 9.49,195 11,1111 10,18,429 11,21,090 7.3 10.1
Total Expenditure (C+D) 44,43,447 48,20,512 47,16,487 50,65,345 6.1 7.4
(E) Fiscal Deficit (C+D-A-3-4) 16,54,643 16,13,312 15,69,527 15,68,936 -5.1 0.0
(F) Revenue Deficit (C-A) 7,65,216 5,80,201 6,10,098 5,23,846 -20.3 -14.1
(G) Primary Deficit (E -6) 5,90,771 4,50,372 4,31,587 2,92,598 -26.9 -32.2
GDP 2,95,35,667 3,26,36,912 3,24,11,406 3,56,97,923 9.7 10.1
Fiscal Deficit (% of GDP) 5.6% 4.9% 4.8% 4.4%

Source: Company, Budget documents, Angel Research
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Exhibit 3: Subsidy to plateau at around Rs. 4.26 lakh Cr

Subsidy Break-down (3 Cr) FY20A FY21A FY22A FY23A FY24A FY25BE FY25RE FY26BE
Major Subsidies 2,28,341 7,07,707 4,46,150 5,30,959 4,12,346 3,81,175 3,83,419 3,83,407
Fertilizer Subsidy 81,124 1,27,922 1,53,758 2,51,339 1,88,292 1,64000 1,71,299 1,67.887
yoy growth (%) 14.90% 59.90% 20.20% 63.46%  -25.08%  -12.90% -9.02% -1.99%
Food Subsidy 1,08,688 541,330 288,969 272,802 211,814 205250 1,97,420 2,03,420
yoy growth (%) 7.30% 193.80% -46.60% -5.59%  -22.36% -3.10% -6.80% 3.04%
Petroleum Subsidy 38,529 38,455 3,423 6,817 12,240 11,925 14,700 12,100
yoy growth (%) 55.10% 2.60% -91.10% 99.16% 79.54% -2.57% 20.10%  -17.69%
Interest Subsidy 23,702 30,216 41,251 41,676 19,516 29,550 28,156 27,840
yoy growth (%) 18.50% 15.70% 36.50% 1.03% -53.17% 51.42% 44.27% -1.12%
Other Subsidy 10,260 20,243 16,506 5,281 3,037 17,698 16,294 14,969
yoy growth (%) 66.10% 95.70% -18.50%  -68.01%  -42.50% 482.79%  436.58% -8.14%
Total Subsidy 2,62,304 758165 503908 577,916 4,34899 428423 427,868 4,26216
yoy growth (%) 17.60%  124.20% -33.50% 14.69%  -24.75% -1.49% -1.62% -0.39%
% to GDP 1.30% 3.80% 2.10% 2.12% 1.47% 1.31% 1.32% 1.19%

Source: Company, Budget documents, Angel Research
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Key Sectoral Highlights

Agriculture

The loan limit under Kisan Credit Card scheme has been increased from Rs 3 lakh to Rs 5 lakh per account.

PM Dhana Dhaanya Krishi Yojana has been announced with the aim of improving farm productivity and the
diversification of crops. Focus also on high-yield seeds and cotton production.

A six-year mission of pulses has been announced with the aim of self-sufficiency and procurement in Urad,
Massor and Tur.

Auto & EVs

Exemption of basic custom duties for 35 additional capital goods which are used in manufacturing EV
batteries. Cost of EV batteries and EV automobiles can reduce in the long run.

The scheme expenditure for PLI-Auto has been hiked and is likely to have expenditure of Rs 2,818 crore in FY26
-around eight times the amount spent over the last fiscal as per revised estimates of FY25.

National Manufacturing Mission for MSME with focus on the manufacturing of clean technology

Consumer Staples, Consumer discretionary

Lower taxes for individuals mean more disposable incomes in the hands of consumers - positive for FMCG,
Retail, discretionary spending like appliances.

Infrastructure and Shipbuilding

Announcement of a Rs 25,000 crore Maritime Development Fund has been made with the intention of
supporting domestic ship manufacturing and related blue water infrastructure projects.

Large Ships have been added to the Harmonized Master List to facilitate easier ship purchases. Customs duty
exemption has also been announced for certain ship manufacturing materials.

The revamped Shipbuilding Financial Assistance Policy will address cost disadvantages.

Energy

Rs 20,000 crore outlay for the R&D of modular reactors with the aim of supporting clean energy goals.

Announcement of Nuclear Energy Mission with the aim of developing 100GW of nuclear energy by 2047.

Please refer to important disclosures at the end of this report
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Textiles

Total allocation has been increased to Rs 5,272 crore in the FY26 Budget (estimate) - this is up from Rs 3,342
crore in the FY25 Budget (revised estimate).

Nearly 186% increase in the allocation to capacity building and research - including R&D, PLI scheme and
others-from Rs 679 crore to Rs 1,948 crore.

Aviation

Announcement of the addition of 120 new destinations under the new UDAN scheme.
Announcement of a new greenfield airport project in Bihar along with the expansion of Patna airport.

Revival of 22 airports to be undertaken and addition helipads and smaller airports to be developed with a focus
on North-East India.

Insurance

FDI limit has been raised from 74% to 100% for insurers that invest the entire premium amount in India.

Announced tax exemption for life insurance policy proceeds which are issued by IFSC insurance offices
without any premium amount cap.

Conditionalities for foreign investments will be reviewed with aim of simplification.

Tourism

Top 50 tourist destinations in the country to be developed in partnership with the states with a focus on
infrastructure.

MUDRA loans to be extended for homestays, skill development programs in hospitality and to improve tourism
connectivity.

Special focus on destination associated with Lord Buddha.

Technology and Manufacturing

Exemption of custom duties for 35 addition capital goods used in EV batter manufacturing and 28 capital
goods used in mobile phone battery manufacturing to extend support to local lithium-ion battery
manufacturing.

National Framework for the promotion of Global Capability Centers(GCCs)in tier-2 cities.

Duty on parts pertaining to open cells of LCD and LED TVs is exempt with the aim of promoting local
production.

Please refer to important disclosures at the end of this report
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Banking

o (Customized credit cards with a limit of Rs 5 lakh announced for micro enterprises registered on Udyam portal
to ensure quicker credit availability.

e Increase credit guarantee limits for small businesses - limit doubled to Rs 10 crore. Further, the credit
guarantee cover for startups has been doubled to Rs 20 crore.

e |ncreased limit of Rs b lakh under Kisan Credit Card scheme.

e These measures can increase the customer base of banks aiding cross selling opportunities

Healthcare
e Setting up of 200-day care cancer centers within the next 3 years.

e 10,000 additional seats to be added to medical colleges and hospital in the next year with the aim of 75,000
new seats over the next five years.

e Gigworkersincluded under Ayushman Bharat Pradhan Mantri Jan Arogya Yojana.

Please refer to important disclosures at the end of this report
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E-mail: research@angelbroking.com Website: www.angelone.in

DISCLAIMER

We, Angel One Limited (hereinafter referred to as “Angel”) a company duly incorporated under the provisions of the Companies
Act, 1956 with its registered office at 601, 6th Floor, Ackruti Star, Central Road, MIDC, Andheri East, Mumbai - 400093, CIN:
(L67120MH1996PLC101709) and duly registered as a member of National Stock Exchange of India Limited, Bombay Stock
Exchange Limited, Metropolitan Stock Exchange Limited, Multi Commodity Exchange of India Ltd and National Commodity &
Derivatives Exchange Ltd.

Angel One limited is a company engaged in diversified financial services business including securities broking, DP services,
distribution of Mutual Fund products. It is also registered as a Depository Participant with CDSL and Portfolio Manager and
Investment Adviser with SEBI. It also has registration with AMFI as a Mutual Fund Distributor. Angel One Limited is a registered
entity with SEBI for Research Analyst in terms of SEBI (Research Analyst) Requlations, 2014 vide registration number
INHO0O0000164 and also registered with PFRDA as PoP, Registration No.19092018. Angel Group does not have any joint ventures
or associates. Angel One Limited, is the ultimate parent company of the Group. Angel or its associates has not been debarred/
suspended by SEBI or any other regulatory authority for accessing /dealing in securities Market.

AOL was merged with Angel Global Capital Private Limited and subsequently name of Angel Global Capital Private Limited was
changed to Angel Broking Private Limited (AOL) pursuant to scheme of Amalgamation sanctioned by the Hon'ble High Court of
Judicature at Bombay by Orders passed in Company Petition No 710 of 2011 and the approval granted by the Registrar of
Companies. Further, name of Angel Broking Private Limited again got changed to Angel Broking Limited (AOL) pursuant to fresh
certificate of incorporation issued by Registrar of Companies (ROC) dated June 28, 2018. Further name of Angel Broking name
changed to Angel One Ltd pursuant to fresh certificate of incorporation issued by Registrar of Companies (ROC) dated 23-09-21.

In case of any grievances please write to: support@angelone.in, Compliance Officer Details: Name: Mr. Bineet Jha, Tel No. -
08657864228, Email id - compliance@angelone.in.

Registration granted by SEBI and certification from NISM in no way quarantee performance of the intermediary or provide any
assurance of returns to investors.

This document is solely for the personal information of the recipient, and must not be singularly used as the basis of any
investment decision. Nothing in this document should be construed as investment or financial advice. Each recipient of this
document should make such investigations as they deem necessary to arrive at an independent evaluation of an investment in
the securities of the companies referred to in this document (including the merits and risks involved), and should consult their
own advisors to determine the merits and risks of such an investment.

Angel or its associates or research analyst or his relative may have actual/beneficial ownership of 1% or more in the securities of
the subject company at the end of the month immediately preceding the date of publication of the research report. Neither Angel
or its associates nor Research Analysts or his relative has any material conflict of interest at the time of publication of research
report.

Angel or its associates might have received any compensation from the companies mentioned in the report during the period
preceding twelve months from the date of this report for services in respect of managing or co-managing public offerings,
corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific
transaction in the normal course of business. Angel or its associates did not receive any compensation or other benefits from
the companies mentioned in the report or third party in connection with the research report. Neither research entity nor research
analyst has been engaged in market making activity for the subject company.

The information in this document has been printed on the basis of publicly available information, internal data and other reliable
sources believed to be true, but we do not represent that it is accurate or complete and it should not be relied on as such, as this
document is for general guidance only. Angel One Limited or any of its affiliates/ group companies shall not be in any way
responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this
report.
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Angel One Limited does not warrant the accuracy, adequacy or completeness of the service, information and materials and
expressly disclaims liability for errors or omissions in the service, information and materials. While Angel One Limited endeavors
toupdate onareasonable basis the information discussed in this material, there may be regulatory, compliance, or otherreasons
that prevent us from doing so.

This document is being supplied to you solely for your information, and its contents, information or data may not be reproduced,
redistributed or passed on, directly or indirectly.

Neither Angel One Limited, nor its directors, employees or affiliates shall be liable for any loss or damage that may arise from or
in connection with the use of this information. Angel or its associates or Research Analyst or his relative might have financial
interest in the subject company. Research analyst has not served as an officer, director or employee of the subject company.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. Any
communication sent to clients on phone numbers or e-mail ids registered with the Trading Member is meant for client
consumption and such material should not be redistributed.

Brokerage will not exceed SEBI prescribed limit. Any Information provided by us through any medium based on our research or
that of our affiliates or third parties or other external sources is subject to domestic and international market conditions and we
do not guarantee the availability or otherwise of any securities or other instruments and such Information is merely an estimation
of certain investments, and we have not and shall not be deemed to have assumed any responsibility for any such Information.

You should seek independent professional advice and/or tax advice regarding the suitability of any investment decision whether
based on any Information provided by us through the Site from inhouse research or third-party reports or otherwise.

The report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be
altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in
any form, without prior written consent.
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'Investments in securities market are subject to market risks, read all the related documents carefully
before investing.'
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