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For investors looking for cues from the 
interim budget, the Narendra Modi 
government had a clear message: 
political confidence and a government in 
full command ahead of Lok Sabha polls. 
Finance Minister Nirmala Sitharaman’s 
interim budget steered clear of populism, 
did not dole out sops and prioritised 
fiscal discipline. The government has 
given out three key signals. It will 
continue to focus on capex spending 
as a growth multiplier for the future. 
Second, by reining in the fiscal deficit, 
funding costs for business may remain 
in check, facilitating conditions for 
increasing private investment.  Third, the 
emphasis on macro-economic stability 
was essential to attract foreign capital at 
a time when interest rates in the US are 
likely to settle at elevated levels. While 
multiple factors influence markets, the 
finance minister has delivered a robust 
interim budget aligned to a broader 
growth agenda for India, which the 
markets have factored in.

Big Numbers

Nominal GDP

10.5%
Vs 8.9% in 

FY24 and Street 
estimate of 10.7%

Capex 
Growth

Rs 11.11 
lakh crore
Vs Rs 9.5 lakh 

crore in FY24 and 
Street estimate of 
Rs 11.5 lakh crore

Disinvestment

Rs 50,000 
crore

Vs Rs 30,000 crore 
and Street estimate 
of Rs 40,000 crore

Fiscal Deficit

5.1%
Vs 5.8% in 

FY24 and Street 
estimate of 5.3%

Net Borrowing

Rs 11.75 lakh crore
Vs Rs 11.80 lakh crore in FY24

Significant 
Spends 

Defence Capex

Rs 1.72 lakh crore

Pradhan Mantri 
Awas Yojana 
(PMAY)

Rs 80,671 crore

MGNREGA

Rs 86,000 crore

9.4%

49%

Smart Cities

Rs 10,400 crore
21%

FAME
EV subsidy at

Rs 2,671 crore

44%

Suryodaya Yojana

1 crore households
to obtain up to 300 units of free 
electricity every month

PM Kisan

Rs 60,000 crore

(FY25 BE Vs FY24 RE)

So, the Macro 
Picture…

Fiscal Deficit – 
Getting Back on Track
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Although the quantum of fiscal deficit (and 
government borrowing), continues to be 

significantly higher than pre-Covid levels, 
fiscal deficit as a percentage of GDP is 

declining thanks to strong growth. Sustaining 
growth momentum will be critical to 
maintain fiscal balance going ahead 

India’s capital expenditure as a 
percentage of GDP has grown from 

1.7% in 2014 to over 3.4% which should 
create a strong growth multiplier

Capex to GDP(%)

Corporate profit (NSE 500 companies) as 
a proportion of GDP is still to hit previous 
peak, indicating headroom for earnings to 
accelerate. Higher investment rate could 

likely help earnings surpass previous peak 
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Capex Propels Growth

Corporate Profit Sprinting

2.70%

5.1%

2.3%

4.1%

(FY25 BE Vs FY24 RE)
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Sectors 
Gainers/Losers

Financials
Lower government borrowing 
to keep a lid on rates

 Positive for PSU Banks,  
NBFCs - Chola Finance, SBI Cards

Housing
Housing scheme for middle class - 
2 crore-plus houses over next five years 
under PMAY-Grameen

 Positive for

Housing financiers: Home First, 
Aavas Financiers, Can Fin Homes, 
HUDCO

Developers: Lodha, Sunteck Realty, NBCC

Cement: Ultratech Cement, Ambuja 
Cements, Shree Cements

Capex
16.8% rise in government 
capex outlay

 Positive for L&T, ABB, 
Siemens, Cummins, Thermax, KEI

Railways 
Capex up by 5%. 40,000 rail coaches to be 
upgraded. New economic railway corridors 

Neutral for RVNL, IRFC, 
Titagarh Rail Systems, 
Jupiter Wagons

Defence
Capex up 5.8%

 Positive for 
Bharat Electronics, 
HAL, Bharat Dynamics

Power 
Rooftop solar programme

 Positive for REC, Waree 
Renewable, Tata Power, IREDA

EMS
PLI up 33% for electronics

 Positive for 
Dixon Technologies, 
Amber Enterprises

Tourism
Interest free loans to states for 
developing tourism. Allocation 
up by 44.7%

 Positive for Indian Hotels, 
Praveg, Lemon Tree, 
VIP Industries, IRCTC, 
Interglobe Aviation

Autos
FAME subsidies 
reduced by 44% 

 Positive for ICE bike 
makers like Hero Moto, 
Bajaj and TVS

Staples
Flat allocation for PM-KISAN 
and MGNREGA 

 Negative for HUL, 
    Colgate, Dabur

Main hunting ground: Value 

as a thesis. Sees deep value in 

PSUs, but only larger names

- Sandeep Tandon

What Big Investors 
Are Betting On

Public sector 
banks as good as 

private banks; not 
comfortable investing 

in railway stocks.
-Madhusudan Kela

India is an 
average large-cap 
market, wonderful 
small-cap market 
-Shankar Sharma

Three big 
themes: 
private 

capex, energy 
transition 
and nari 
shakti

-Saurabh 
Mukherjea

Click here

Investors should be 
extra cautious in industrial 

stocks – risk-reward not attractive
- Prashant Jain

Click here

Click here

Click here

Click here
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For the latest updates, stay tuned to
https://www.moneycontrol.com/budget/

Where to 
Invest Now

Click here

Fed Commentary
The US Fed quashed the possibility of 
a rate cut in March. A further delay 
in rate cuts can sour sentiment, and 

delay rate cut domestically

Valuations 
Continued rise in 
stock prices will 

keep investors busy 
looking for value

Red Sea Turmoil
Prolonged 

disruption can 
cause logistics 

and raw 
material costs 

to rise and make 
markets anxious 

Election Noise
Markets pricing in 
victory for BJP. In 

the run-up, markets 
will be sensitive 
to political noise. 

Negative surprise in 
final outcome will 

cause deep cuts

Stock specifics
With stocks 

priced to 
perfection, stock-

specific news 
developments 
will act as key 

triggers for 
markets 

What to Watch Out For?

Large-caps or Small/Mid-caps? 
Largecaps offer more value than 

mid- and small-caps. Nifty 50 P/E on par 
with 10-year average versus NSE Smallcap 

100 which is trading at a premium.

Small-caps are trading well above their 
historic multiples but large-caps are in line

Large-caps, Large Value

Index Mcap (% 
of Total)

PE (1 Yr 
Fwd) 

PE (10 Yr 
Avg)

Nifty 50 46 20.05 20.08

Nifty 200 76 21.40 21.07

Nifty 500 91 21.75 21.05

Nifty 
Midcap 100

14 27.56 25.10

Nifty 
Smallcap 
100

5 22.03 17.77

Click here

7 Largecaps to 

Beat the Market

HDFC Bank 
Too big to ignore. Merger synergies 
to play out, strong franchise 
CMP: Rs 1,446
FY25 P/B: 2.2x

State Bank of India  
Biggest PSU bank to benefit from 
rising credit demand. Remains 
undervalued 
CMP: Rs 650
FY25 P/B: 1.4x

Reliance Industries
Retail, telecom, green energy - 
the new growth drivers 
CMP: Rs 2,914
FY 25 P/E: 27.5x

Maruti Suzuki
To benefit from premiumisation 
trend as the company launches 
more SUVs  
CMP: Rs 10,652
FY25 P/E: 23.7x

Bharti Airtel 
Stands to gain market share 
in a duopoly 
CMP: Rs 1,150
FY25 P/E: 33.1x

Sun Pharma 
Reducing dependency on 
US generics, increased focus 
on specialty 
CMP: Rs 1,417
FY25 P/E: 30.6x

SBI Life Insurance 
Better product mix to help margins, 
a bet on rising insurance penetration 
CMP: Rs 1,435
FY25 P/E: 60.9x

Stocks 
with Max 
Buy Calls

Stocks 
with Max 
Sell Calls

•	ICICI Bank

•	Axis Bank

•	Mahindra and 
Mahindra

•	Adani Ports

•	Hindalco 

•	Wipro

•	Tech Mahindra

•	Asian Paints

•	Divi’s Labs

•	Colgate Palmolive

Click here

Click here

Over the next few months, till general elections, markets 
will be driven by stock-specific factors. This includes 

external factors like geopolitical unstability, US  inflation 
and jobs data, and growth numbers from China. In terms 

of valuations, stocks are priced to perfection leaving little 
room for companies to err. Returns from here on are 
likely to be in line with earnings growth, which is 

likely to sustain around 15%. Large-caps and 
financials such as banks look attractive 

relative to other segments/sectors. 

Market fairly 
priced. Relative value 

in large-caps, banks and 
financials, select PSUs

Click here
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