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 GST reforms: A consumption boost 

GST tax cuts will hit revenues modestly (0.2% of GDP), but the removal 
of compensation cess turns the fiscal impulse from negative to neutral 
in FY26 and expansionary (~0.5% of GDP) in FY27 assuming no further 
consolidation. This could partially offset external headwinds, although 

it remains to be seen how much of a multiplier effect can cess removal 
on luxury/sin goods generate. Still, the demand tilt toward 
consumption (versus capex) that started in FY25 would accelerate.  

As regards markets, the GST cuts are welcome, but unlikely to stall 
earnings downgrades given large global headwinds (influencing two–
thirds of BSE500’s top line). The GST rejig reinforces our consumer-
oriented defensive portfolio while we stay UW domestic cyclicals. 

 
GST Council approves tax structure overhaul 

The Council has approved the proposed GST reform w.e.f. September 22. The new 

structure marks a consolidation into two tax slabs—5% and 18% (down from four 

earlier)—along with a special 40% slab for sin and super luxury goods. Importantly, 

compensation cess will would be phased out. The reform package also includes 

correction of inverted duty structures, faster refunds and streamlined registration 

to ease compliance. 

Macro implications: A consumption boost 

FY26: The six months’ revenue loss is likely to be ~INR25k (~0.1% of GDP). However, 

removal of the compensation cess on luxury cars could release INR50–60k crores 

(0.2–0.3% of GDP) into consumption (previously earmarked for debt repayment), 

somewhat cushioning the 40bp fiscal consolidation drag. However, with tax 

revenues tracking below budgeted projections, the government may resort to 

spending cuts to meet fiscal targets. Thus, this is not a net stimulus, in FY26.  

FY27: The removal of compensation cess (previously used for debt repayment) 

implies a net stimulus of INR1.7–2tn (0.4–0.5% of GDP), assuming no fiscal 

consolidation. While it remains to be seen how much multiplier effect the cess 

removal will generate, aggregate demand would continue to tilt towards 

consumption (versus capex). That said, external headwinds from tariffs persist. (See 

Tariffs: Don’t miss the woods for the weeds). Hence, it is imperative that GST cuts 

are complemented with aggressive RBI easing and no further fiscal consolidation. 

Market implications: Validates our Defensive stance 

The GST cuts are welcome and should aid consumption demand somewhat. 

However, they may not be sufficient to stall earnings downgrades. This is owing to 

the likely deflationary impact of US tariffs on global trade—impacting two–thirds of 

BSE500 top line. Furthermore, with profit margins at record highs and economic 

cyclicality reducing (as capex intensity moderates), a defensive bias is warranted. 

We recently downgraded BFSI and upgraded IT, and the GST cuts do not call for a 

change of stance. We thus continue to maintain defensive bias and prefer large-

caps over SMIDs. OW: Consumer, Cement, Insurance, Telecom, Internet, IT, 

Chemicals, Pharma. UW: Banks, NBFCs, Power, Industrials, Autos.  
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 Key beneficiaries of GST reforms 

Category Item Old tax rate New tax rate Key beneficiaries 

FMCG 

Hair oil, shampoo, toilet soap bar, 

toothpaste, toothbrush, shaving cream, 

talc/face powder 

18% 5% 
HUL, Godrej Consumer, Colgate, Marico, 

Dabur, Emami, Jyothy Labs, ITC 

Health Foods / Ayurvedic 18% 5% Dabur, Emami, Patanjali 

Non-carbonated Beverages (juices, plant 

milk, RTD milk drinks)  
12%/18% 5% 

Dabur, Varun Beverages, Tata Consumer, 

Nestlé, ITC 

Butter, ghee, cheese & dairy spreads 12% 5% 
Britannia, Nestlé, Parag Milk Foods, 

Heritage Foods, Hatsun Agro 

Insurance Individual health & life insurance 18% Nil 
ICICI GI, Star Health, HDFC Life, Max Life, 

PB Fintech 

Healthcare Diagnostics 12% 5% 
Dr Lal Pathlabs, Metropolis, Thyrocare, 

Vijaya 

Agriculture 
Tractors, Drip irrigation system & 

sprinklers 
12% 5% Escorts Kubota 

Automobiles 

Petrol & petrol hybrid, LPG, CNG cars (≤ 

1200 cc & ≤ 4000mm), Motorcycles (350 

cc & below) 

28% 18% M&M, CEAT, Apollo Tyres 

Retail 

Air conditioners, TV (above 32”, including 

LED & LCD TVs), Washing Machines 
28% 18% Aditya Vision, Electronics Mart 

Foot wears under INR 2500 12% 5% Bata 

Stationery 

pencil sharpeners, pencils, crayons, 

pastels, exercise books, graph books, and 

notebooks 

12% Nil 
Flair Writing Industries and  

DOMS Industries 

Defence 

Simulators , Military Aircraft (C-130, C-

295MW), Deep Submergence Rescue 

Vessels, Ejection Seats, High Performance 

Batteries (Drones & special equipment), 

Communication Devices / SDRs; 

Sonobuoys, Ship Launched Missiles / 

Rockets (>100mm)), Remote Piloted 

Aircraft, Parts, Sub-assemblies, Spares, 

etc. 

18% Nil 

PSUs: BEL, BDL, HAL 

  

Private players: Tata Advanced Systems, 

L&T Defence, Bharat Forge, Zen 

Technologies, IdeaForge, Solar Industries, 

HBL Power, Adani Defence, Avantel 

Source: Nuvama Research 
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 Nuvama Institutional Equities’ Large-cap Model Portfolio 

 
Source: Bloomberg, Nuvama Research  

Note: Pricing as on 3rd September 2025 

 

  

Stocks Mkt Cap Price Portfolio wt Nifty wt Rel wt P/E (x) P/E (x) P/B (x) P/B (x) RoE (%) RoE (%) Div Yld (%)

(USD bn) (INR) (%) (%) (bps) FY26E FY27E FY26E FY27E FY26E FY27E FY26E

Telecom and Internet 9.6 6.6 300

Bharti Airtel 128 1,884       6.7 4.7 200 34              24                  8                  7                 26             31                 0.9

Eternal 36 326          3.0 2.0 100 482            115                10.1 9.2 2 8 0.0

Information Technology 12.6 10.5 200

Infosys Technologies 70 1,479       6.8 4.8 200 22 20 6.5 6.1 30 31 3.4

LTIMindtree 17 5,191       1.5 0.0 150 29 25 6.3 5.5 22 23 1.5

Mphasis 6 2,891       1.0 0.0 100 29 25 5.2 4.8 19 20 2.7

Tata Consultancy Services 127 3,098       3.3 2.8 50 22 20 11.3 10.5 53 55 3.6

Consumer 12.4 10.4 200

Britannia 16 5,908       1.5 0.0 150 55 47 28.2 23.8 55 55 1.4

Hindustan Unilever 71 2,665       3.6 2.1 150 56 49 12.4 12.2 23 25 1.7

Titan Company 37 3,691       2.4 1.4 100 69 55 22.0 17.2 36 35 0.0

Pidilite 18 3,112       1.0 0.0 100 62 53 14.2 12.4 23 24 0.7

Dabur 11 544          1.0 0.0 100 47 42 8.2 7.5 18 19 1.2

Asian Paints 28 2,554       1.0 1.0 0 53 44 11.5 10.3 23 25 1.1

ITC 59 412          1.9 3.4 (150) 23 22 7.0 6.7 31 32 3.6

Cement 4.3 2.3 200

Grasim 21 2,781       3.3 1.0 230 NA NA 3.5 3.5 0 1 0.4

Shree cement 12 29,960     1.0 0.0 100 66 49 4.8 4.5 8 10 0.4

Chemicals 2.0 0.0 200

UPL 6 716          1.0 0.0 100 18 12 1.6 1.4 9 13 1.4

SRF 10 2,949       1.0 0.0 100 43 31 6.1 5.1 15 18 0.3

Health Care 4.7 3.7 100

Divi's laboratories 19 6,163       1.5 0.0 150 63 49 9.8 8.5 16 19 0.5

Dr Reddy Labs 12 1,262       2.2 0.7 150 20 22 2.7 2.4 15 12 0.4

Torrent Pharma 14 3,600       1.0 0.0 100 48 39 12.8 10.0 29 29 0.5

Metals & mining 3.0 3.0 0

Jindal Steel Ltd. 12 1,028       1.0 0.0 100 16 12 2.0 1.7 13 17 0.0

JSW Steel 30 1,072       2.0 0.9 110 22 17 2.9 2.5 14 16 0.5

Energy 9.9 9.9 0

Reliance Industries 211 1,373       9.9 8.3 160 21 20 2.1 1.9 11 12 0.5

Autos 6.3 7.8 (150)

TVS Motors 18 3,400       1.0 0.0 100 47 40 15.0 11.5 33 33 0.5

Maruti Suzuki India 53 14,927     2.7 1.8 100 30 27 4.5 4.1 16 16 1.4

Mahindra & Mahindra 46 3,286       2.6 2.6 0 29 26 5.7 4.9 21 20 1.1

Utilities 0.0 2.5 (250)

BFSI 32.8 36.8 (400)

Muthoot Finance 13 2,784       1.5 0.0 150 15 15 3.2 2.7 24 20 0.0

HDFC Life Insurance 19 776          2.2 0.7 150 77 65 9.5 8.5 13 14 0.0

SBI Life Insurance 21 1,811       2.2 0.7 150 67 55 9.4 8.2 15 16 0.0

ICICI Bank 113 1,397       10.0 9.0 100 19 17 3.0 2.6 17 16 0.8

Bajaj Finserv 36 1,966       1.5 0.9 60 177 153 31.8 27.0 19 19 0.0

Kotak Mahindra Bank 44 1,960       2.6 2.6 0 28 24 3.0 2.7 11 12 0.1

State Bank of India 85 812          2.8 2.8 0 10 10 1.6 1.4 15 14 2.0

HDFC Bank 166 954          10.0 13.1 (310) 10 9 1.3 1.2 14 14 1.5

Industrials 2.4 6.4 (400)

Larsen & Toubro 56 3,601       2.4 3.8 (140) 24 20 4.4 3.8 20 20 1.3

Model Portfolio 100.0 100.0 0

Nifty 100.0 0
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Model Portfolio: Disclaimer and Disclosures  
 

Nuvama Institutional Equities Model Portfolio is a model portfolio maintained by the Strategy team of the Institutional Equit ies’ 
research desk of Nuvama Wealth Management Limited (“NWML”). The purpose of the model portfolio is to guide investors on sectoral 
preferences and review the team’s recommendations on a regular basis.  

 

The portfolio assigns weights across stocks across based on sectors and stocks:  

 

 Universe: NSE200 Index. 

 Methodology: Based on fundamental analysis of macroeconomic and stock-specific factors, valuations and earnings outlook, the 

sectors and stocks are assigned a weight relative to the benchmark. 

 Labelling: The portfolio is labelled as ‘Nuvama Institutional Equities Large-cap Model Portfolio’ and includes all sectors and stocks 

within the framework of NSE200. Only those stocks covered by Nuvama Institutional Equities’ research desk are part of the 

portfolio.  

 Launch date:1 September 2025. 

 Investment horizon: Recommendations are on a 12-month horizon. 

 Frequency of portfolio review: About once a quarter, but frequency could vary based on macro/stock developments. 

 Risk disclosures: The portfolio carries general systemic and market risks such as volatility and lack of liquidity, and may or may not 

mitigate Model Portfolio performance in adverse market conditions, unforeseen news announcements and rumours, among 

others.  

 Benchmarking:  Weights by sector in the portfolio are measured against a baseline of stock weights in the Nifty Index. The weights 

are calculated on every update. 

 Market data sources: Bloomberg, Capitaline. 
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Nuvama Wealth Management Limited  (defined as “NWML” or “Research Entity”) a company duly incorporated under the Companies Act, 1956 (CIN No L67110MH1993PLC344634) having 
its Registered office situated at 801- 804, Wing A, Building No. 3, Inspire BKC, G Block, Bandra Kurla Complex, Bandra East, Mumbai – 400 051 is regulated by the Securities and Exchange 
Board of India (“SEBI”) and is licensed to carry on the business of broking, Investment Adviser, Research Analyst and other related activities. Name of Compliance/Grievance officer: Mr. Atul 
Bapna, E-mail address: complianceofficer.nwm@nuvama.com Contact details +91 (22) 6623 3478 Investor Grievance e-mail address- grievance.nwm@nuvama.com 
 
This Report has been prepared by NWML in the capacity of a Research Analyst having SEBI Registration No.INH000011316 and Enlistment no. 5723 with BSE and distributed as per SEBI 
(Research Analysts) Regulations 2014. This report does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any 
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shall NWML be liable for any damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data 
presented by the NWML through this report. 
 
We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously, not all customers may receive this report at the 
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NWML and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to time, have long or short positions in, and buy or sell the 
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brokerage services from the subject company in the past 12 months. NWML or its associates have not received any compensation or other benefits from the Subject Company or third party 
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Analyst Certification: 
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities, 
and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.  
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Disclaimer for U.S. Persons 
This research report is a product of NWML, which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report 
is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. 
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This report is intended for distribution by NWML only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and 
interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, 
then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the 
Major Institutional Investor. 
 
In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major Institutional 
Investors, NWML has entered into an agreement with a U.S. registered broker-dealer, Nuvama Financial Services Inc. (formerly Edelweiss Financial Services Inc.) ("NFSI"). Transactions in 
securities discussed in this research report should be effected through NFSI. 
 
Disclaimer for U.K. Persons 
The contents of this research report have not been approved by an authorised person within the meaning of the Financial Services and Markets Act 2000 ("FSMA").  
 
In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional experience in matters relating to investments falling within 
Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the “Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated 
associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”). 
 
This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this research report relates is available only 
to relevant persons and will be engaged in only with relevant persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This 
research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other person.  
 
Disclaimer for Canadian Persons 
This research report is a product of NWML, which is the employer of the research analysts who have prepared the research report.  The research analysts preparing the research report are 
resident outside the Canada and are not associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject to supervision by a Canadian 
registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario Securities Commission, other Canadian provincial securities regulators, 
the Investment Industry Regulatory Organization of Canada and are not required to otherwise comply with Canadian rules or regulations regarding, among other things, the research analysts' 
business or relationship with a subject company or trading of securities by a research analyst. 
 
This report is intended for distribution by NWML only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103")) who are resident in the Province of Ontario, Canada 
(an "Ontario Permitted Client").  If the recipient of this report is not an Ontario Permitted Client, as specified above, then the recipient should not act upon this report and should return the 
report to the sender.  Further, this report may not be copied, duplicated and/or transmitted onward to any Canadian person.  
 
NWML is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain international advisers and/or dealers.  Please be advised 
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office or principal place of business is located in India; (iii) all or substantially all of NWML's assets may be situated outside of Canada; (iv) there may be difficulty enforcing legal rights against 
NWML because of the above; and (v) the name and address of the NWML's agent for service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, 
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In Singapore, this report is being distributed by Nuvama Investment Advisors Private Limited (NIAPL) (Previously Edelweiss Investment Advisors Private Limited ("EIAPL")) (Co. Reg. No. 
201016306H) which is a holder of a capital markets services license and an exempt financial adviser in Singapore and (ii) solely to persons who qualify as "institutional investors" or "accredited 
investors" as defined in section 4A(1) of the Securities and Futures Act, Chapter 289 of Singapore ("the SFA"). Pursuant to regulations 33, 34, 35 and 36 of the Financial Advisers Regulations 
("FAR"), sections 25, 27 and 36 of the Financial Advisers Act, Chapter 110 of Singapore shall not apply to NIAPL when providing any financial advisory services to an accredited investor (as 
defined in regulation 36 of the FAR. Persons in Singapore should contact NIAPL in respect of any matter arising from, or in connection with this publication/communication. This report is 
not suitable for private investors. 
 
Disclaimer for Hong Kong persons 
This report is distributed in Hong Kong by Nuvama Investment Advisors (Hong Kong) Private Limited (NIAHK) (Previously Edelweiss Securities (Hong Kong) Private Limited (ESHK)), a licensed 
corporation (BOM -874) licensed and regulated by the Hong Kong Securities and Futures Commission (SFC) pursuant to Section 116(1) of the Securities and Futures Ordinance  “SFO”. This 
report is intended for distribution only to “Professional Investors” as defined in Part I of Schedule 1 to SFO. Any investment or investment activity to which this document relates is only 
available to professional investor and will be engaged only with professional investors.”  Nothing here is an offer or solicitation of these securities, products and services in any jurisdiction 
where their offer or sale is not qualified or exempt from registration. The report also does not constitute a personal recommendation or take into account the particular investment objectives, 
financial situations, or needs of any individual recipients.   The Indian Analyst(s) who compile this report is/are not located in Hong Kong and is/are not licensed to carry on regulated activities 
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