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Budget – steady but not a gamechanger                                 February 01, 2026 

 
No change to 2026 outlook – we continue to look for better markets led by earnings recovery 

• There is no change in our view that 2026 will be a volatile but better year for broader markets led 

by (a) stable macros (b) revival in earnings which should grow at 12-14% in FY27 (c) valuations in 

line with 10-year averages. (see note https://www.valentisadvisors.com). Our long-standing view 

has been that the budget is rarely a market moving event given that lot of reforms happen outside 

the budget eg GST cuts in September 2025.  

 

Misses #1: STT cuts negative for markets – can it delay revival in FII flows?  

• The budget has proposed a sharp increase in STT on futures and options (see Table 5). While we 

have argued for steps to curb the F&O markets, the increase unfortunately comes at a time when 

markets had already performed poorly and India had its worst relative performance to emerging 

markets since 1993. This will probably put further pressure on markets in the near term though we 

stress there is no change in STT for cash equities.  

 

Misses #2: Capex – no major thrust; counting on private sector revival  

• One could argue whether we would have been better off by a slightly higher capex either through 

higher privatization or a slightly higher fiscal deficit. 

• However, given that Government spent below target in FY26 on capex, the budget still targets a 

11.5% growth in direct capex and a 22.1% increase in capex including grants. 

• Hopefully the Government meets its budget targets for FY27 on some of its large schemes which 

fell short last year (see Table 6). Example: spending on Jal Jeevan Mission, PMAY, etc. were way 

below target and can be expected to rise sharply this year. An increased expenditure on Jal Jeevan 

will help the pipe sector and the PMAY will help the cement sector.  

 

Hits #1: Fiscal consolidation on track 

• The good news is that fiscal deficit targets have been on track despite a much lower nominal GDP 

growth and the extra expenditure on defence given Operation Sindoor. Track record of the 

Government has been good, and the fiscal deficit has again been lower than budgeted. 

• Also, revenue estimates for FY27 appear reasonable with an 11% increase in income and corporate 

tax estimates. The estimates build in growth in excise revenues due to the tax on cigarettes 

announced earlier and the reduced GST collection for the concessions announced last year.   

https://www.valentisadvisors.com/insights/outlook-2026-jan-2026/
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• However, the gross borrowings of Rs 17.2 lakh crores (a 17.8% jump from the BE of Rs 14.82 lakh 

crores) is higher than market expectations and could put some pressure on the bond markets.  

 

Hits #2: Measures for attracting longer term FDI  

• The Government has taken many measures to attract FDI. The biggest one is no taxation on data 

centers up to 2047.  

• Similarly safe harbor rules for IT services and GCCs will help attract investments. 

• The Gift City sees a major thrust on attracting financial services entities with a tax holiday for 20 of 

the next 25 years and a reduced taxation of 15% to make it competitive with other regional peers.  

Table 1: Budget at a Glance (Rs Cr)  

 
* RE 2025-26 is adjusted by ₹9,084 crore on account of net amount receivable by Centre from the States for prior years. 
# Includes drawdown of Cash Balance. 
Notes – 
i) The GDP for FY 2026-27 is estimated at ₹393,00,393 crore, which is 10% over the Advance Estimates for FY 2025-26 of 
₹357,13,886 crore released by NSO. 
ii) Individual items in this document may not sum up to the totals due to rounding off. 
iii) Figures in parentheses are as a percentage of GDP  
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Table 2: Receipts (Rs Cr)  

 
 
@ Excludes recoveries of short-term loans and advances. 
* The receipts are net of payment. 
# Market borrowings and draw down include buy back and switching of securities. 
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Table 3: Deficit Statistics (Rs Cr) 

  
Figures in parenthesis are as a percentage of GDP. 
 

Table 4: Sources of Financing Fiscal Deficit (Rs Cr) 

 
Figures in parentheses are as a percentage of GDP 
 

Chart 1: Capital Expenditure as % of total expenditure 
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Table 5: Government increases STT rates on F&O 

 
 
 
Table 6: Few Schemes where Govt spending is way below the Budget Estimates 
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Disclaimer 

• Valentis Advisors Pvt Ltd. (Valentis) is a registered Portfolio Manager with Securities and Exchange Board 
of India. 

• This report/presentation is strictly for information and illustrative purposes only and should not be 
considered to be an offer, or solicitation of an offer, to buy or sell any securities or to enter into any 
Portfolio Management agreement.  

• This report/presentation is not intended for distribution to public and is not to be disseminated or 
circulated to any other party. Performance related information provided therein is not verified by SEBI. 

• Valentis does not offer any guaranteed returns nor is there any capital guarantee in the Valentis PMS. 
Valentis Advisors shall not be liable for any losses that the client may suffer on account of any investment 
or disinvestment decision in the Valentis PMS or based on the information or recommendation received 
from Valentis Advisors on any product.  

• Investments in the Valentis PMS, as in any other equity product, may go up or down due to various factors 
affecting the market. There are market risks, political risks, financial risks etc in equity investments. 
Investors should take into consideration all their risk factors and their risk profile before investing. Clients 
should also take professional legal and tax advice before making any decision of investing. 

• Our past track record is no guarantee of our future performance 
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