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The Union Budget 2025-26: ExpectaƟons 

 
The Union Budget 2025-26 will be the first after the elections, positioning it as the foundation for India's future 
growth and the realization of the “Viksit Bharat by 2047” vision outlined in the interim budget of FY2024-25. 
Anchored by the principles of “Sabka Saath, Sabka Vikas, Sabka Vishwas,” this budget is expected to carry forward 
the government’s long-term strategy for inclusive development. 
 
Fiscal Consolidation and Growth Focus: The 2025-26 budget is likely to emphasize fiscal prudence, aiming to 
bring the fiscal deficit below 4.5% of GDP by FY26. This comes as the RBI has revised its inflation forecast for FY25 
to 4.8% from 4.5%, reflecting challenges such as mixed domestic demand, struggling urban pockets, global 
turmoil, INR depreciation, and weak exports. To address these challenges, the budget is expected to adopt a 
balanced approach to fiscal consolidation, focusing on enhancing tax revenues and controlling expenditure. 
Capital expenditure is anticipated to remain a key driver of economic growth, with higher allocations for 
infrastructure development, including roads, railways, ports, and digital infrastructure. Public investments, 
known for their multiplier effect, will continue to play a pivotal role in creating long- term productive assets and 
stimulating economic activity. 
 

Fig: Central Government Fiscal Deficit To GDP Trend 
 

 
Source: Jefferies Research 
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  Fig: Central Government Capital Expenditure 
 

 
Source: Jefferies Research 

Budgetary Allocation and Key Ministries: For the past five years, nine key ministries have consistently received 
approximately 44% of the total budget allocation, underlining their strategic importance. These include Defence, 
Road Transport and Highways, Railways, Rural Development, and Communication, among others. For FY25-26, 
the total budget outlay is expected to rise by 10%, from INR47.66 lakh crore in FY24-25 to INR52.42 lakh crore. 
Approximately 45% of this allocation will likely be directed toward these critical ministries, reinforcing their role in 
achieving the “Viksit Bharat” vision. 
 
Fig: Focused Ministry’s In Budget 

 
Source: Budget Document, Note*: One lakh crore means One Trillion 
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The Union Budget 2025-26: ExpectaƟons 

Revenue Sources and Tax Reforms: India’s primary revenue sources include GST, corporate tax, income tax, 
union excise duty, non-tax revenues, and borrowings. GST collections have shown robust growth, driven by 
advancements in digital infrastructure and the success of UPI. By December FY25-26, net direct tax collections 
stood at INR16.89 lakh crore, a 15.88% increase from the previous year. This reflects significant growth in both 
corporate and income tax collections. The government’s focus on the simplified tax regime (tax slab-2) has 
encouraged higher spending, thereby contributing to economic growth. Further amendments to the Income Tax 
Act, 1961, maybe expected, likely favoring the simplified regime to enhance consumption and economic activity. 

 
Fig: Budget At Glance 

 
Source: Budget Document 

 

Fig: GST CollecƟon Trend (In INR Trillion) 

 
Source: Government of India, EquiPoise Capital Research 
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Infrastructure and Renewable Energy Investments: Capital investments in renewable energy, particularly solar 
power and green hydrogen, are anticipated to gain momentum. The government is likely to introduce additional 
schemes such as the Solar Park initiative and the PM- KUSUM Yojana to bolster the solar industry. As part of the 
G-20 nations, India is committed to energy transition and climate action, with renewable energy investments 
playing a central role in this strategy. Not expecting anything for the electric vehicle (EV) and battery segment as 
President Trump's clear emphasis on promoting oil exploration and production. In his inaugural speech, he 
reiterated the 2008 Republican campaign slogan, "Drill, baby, drill," signaling a policy shift toward traditional 
energy sources. This stance likely suggests a potential slowdown in policy support and incentives for the EV and 
battery sectors, which could impact their growth trajectory in the short to medium term. 
 
Global Trends and Sectoral Focus: Global economic dynamics, including the “China+1” strategy and rising 
domestic demand in the U.S., present significant opportunities for India’s textile sector. To capitalize on this, the 
government is expected to extend Product Linked Incentives (PLI) to the textile industry, enhancing production 
capacity to meet global demand. Simultaneously, investments in digital infrastructure, fintech, and MSME 
support through revamped credit guarantee schemes and financial assistance will likely be key priorities. 
 
Artificial Intelligence and Technology: Positioning India as a global AI hub will be a defining element of this 
budget. The government’s emphasis on a national AI policy, backed by initiatives such as the Reserve Bank of 
India’s AI committee and skill development programs, underscores a commitment to fostering innovation. The 
declaration of 2025 as the ‘Year of Artificial Intelligence’ by the All India Council for Technical Education (AICTE) 
and the National Skill Development Corporation’s (NSDC) target to upskill 100,000 youth in AI, drones, and cloud 
computing reflect this vision. Additionally, dedicated funds and grants for AI startups are expected to accelerate 
innovation and strengthen India’s role in the global AI ecosystem. 
 
A regulatory framework for responsible AI development is also likely to be introduced, ensuring ethical, safe, and 
transparent AI deployment. Drawing inspiration from international models like the EU’s AI Act, the framework 
aims to address risks associated with AI, including biases and misuse, while fostering trust and accountability. 
 
Social Welfare and Skill Development: The government’s focus on inclusive growth will remain steadfast, with 
programs such as the PM GatiShakti National Master Plan and PM Garib Kalyan Anna Yojana expected to receive 
continued support. Skill development initiatives aligned with industry needs, enhancements in higher education, 
and vocational training programs may be prioritized to equip the workforce with future-ready skills. 
 
Conclusion 
The 2025-26 Union Budget is poised to be a transformative moment, laying the groundwork for a technology-
driven, inclusive, and sustainable economy. By addressing critical areas such as infrastructure, renewable energy, 
technology, and social welfare, this budget will aim to position India as a global leader while ensuring balanced 
and equitable growth for all. 

 

Adwait A. Javkar 
Research Analyst 
EquiPoise Capital Management Private Limited 
 

 

January 29, 2025. 
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Disclaimer: Nothing contained herein consƟtutes nor is intended to consƟtute an offer, inducement, promise, or contract of any kind. Notwithstanding 
any language to the contrary, these materials are for informaƟonal purposes only and are not intended to be, and should not be construed as, an offer 
to sell or a solicitaƟon of an offer to purchase any securiƟes, neither of EquiPoise Capital Management Pvt Ltd nor of any enƟty or other investment 
vehicle managed/advised by EquiPoise Capital Management Pvt Ltd or its affiliates. This document/presentaƟon contains confidenƟal informaƟon. 
EquiPoise Capital Management Pvt Ltd, its affiliates/- sponsors/employees, directors shall not be liable for any loss, damage, liability whatsoever for 
any direct or indirect loss arising from the use or access of any informaƟon that may be displayed in this document/publicaƟon/presentaƟon from Ɵme 
to Ɵme. Recipients of the informaƟon contained herein should exercise due care and cauƟon and read the offer document (including if necessary, 
obtaining the advice of tax /legal/ accounƟng/ financial/ other professionals) prior to taking of any decision, acƟng or omiƫng to act, on the basis of 
the informaƟon contained herein. This document/presentaƟon may not be reproduced, distributed or otherwise used except with our wriƩen consent. 
Each person, by accepƟng these materials, is deemed to agree to the foregoing, and to agree to return these materials to us promptly upon request. 
This document/presentaƟon contains certain statements, esƟmates and forecasts with respect to future performance and events. These statements, 
esƟmates and forecasts are “forward-looking statements”. In some cases, forward-looking statements can be idenƟfied by the use of forward-looking 
terminology such as “may”, “might”, “will”, “should”, “expect”, “plan”, “intend”, “esƟmate”, “anƟcipate”, “believe”, “predict”, “potenƟal” or “conƟnue” 
or the negaƟves thereof or variaƟons thereon or similar terminology. All statements other than statements of historical fact included in this 
document/presentaƟon are forward-looking statements and are based on various underlying assumpƟons and expectaƟons and are subject to known 
and unknown risks, uncertainƟes and assumpƟons, may include projecƟons of future financial performance based on model porƞolios and anƟcipated 
trends in our business. These statements are only predicƟons based on our current expectaƟons and projecƟons about future events. There are 
important factors that could cause our actual results, level of acƟvity, performance or achievements to differ materially from the results, level of acƟvity, 
performance or achievements expressed or implied in the forward-looking statements. As a result, there can be no assurance that the forward-looking 
statements included in this newsleƩer will prove to be accurate or correct. In-light of these risks, uncertainƟes and assumpƟons, the future performance 
or events described in the forward-looking statements in this document/presentaƟon might not occur. Accordingly, you should not rely upon forward-
looking statements as a predicƟon of actual results and we do not assume any responsibility for the accuracy or completeness of any of these forward-
looking statements that may be made from Ɵme to Ɵme. We are under no obligaƟon (and expressly disclaim any such obligaƟon) to update or revise 
any forward-looking statements, whether as a result of new informaƟon, future developments or otherwise. The data contained herein is for 
informaƟonal purposes only and is not represented to be error free. RegistraƟon granted by SEBI and cerƟficaƟon from NISM in no way guarantee 
performance of the intermediary or provide any assurance of returns to investors. Investment in securiƟes market are subject to market risks. Read all 
the related documents carefully before invesƟng. Thank you for your cooperaƟon. 


