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• Budget 2026–27 vision and objectives 

• The Three Kartavya framework 

• Economic Survey 2025–26

• Direct Tax Reforms

• Indirect Tax Reforms

• Manufacturing & Make-in-India 

• Financial Services 

• IT, GCCs & Services Exports 

• Digital Economy, Data Centers & AI 

• MSMEs & Start-ups 

• Infrastructure & Logistics 

• Energy, Climate & Sustainability 

• Agriculture & Allied Sectors 

• Tourism & Services Economy



Prepared  or the  irst ti e at the ne  y 

inaugurated Kartavya Bha an  the 
Union Budget 2026–2   as presented 

as a vision rooted in responsi i ity  
re or   and peop e centric 
governance.  e  ecting on t e ve 

years o  econo ic ste ardship  the 
 overn ent e phasized sta i ity   isca  
discip ine  sustained gro th and 
 oderation in in  ation as outco es o  
conscious po icy choices — even during 
periods o  g o a  uncertainty. The 
Budget is set against a cha  enging 
g o a   ac drop  ar ed  y  ragi e 
trade re ations  disrupted supp y chains  
rapid techno ogica  shi ts and rising 
pressure on critica  resources. Within this 
conte t  the  overn ent rea  ir ed its 
co  it ent to the vision o  Vi sit 

Bharat   a ancing a  ition  ith 
inc usion and do estic capa i ity  ith 
g o a  integration.  

Yuva  ha ti and the Phi osophy o  
the Three Kartavya:  

  de ining  eature o  Budget 2026–2  is 
its conceptua   oundation  ui t around 
Yuva  ha ti and the Three Kartavya — 
responsi i ities that guide po icy design 
and e ecution.  

Budget dra s inspiration  ro  ideas 
e erging  ro  the Vi sit Bharat Young 
 eaders  ia ogue 2026  positioning 
India’s youth not  ere y as  ene iciaries  
 ut as co creators o  gro th. The Three 
Kartavya serve as a strategic 
 ra e or  rather than iso ated po icy 
o  ectives.      
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The Three Kartavya  uiding India’s Budget 2026 
 trategy 

 
 irst Kartavya =  cce erate and  ustain 
 cono ic  ro th 

The  irst  artavya  ocuses on strengthening 
productivity  co petitiveness and econo ic 
resi ience a id g o a  uncertainty. The 
 overn ent has prioritized targeted 
interventions across  anu acturing      s  
in rastructure  energy security and ur an 
deve op ent to create dura  e gro th 
 o entu . 

 anu acturing is a  ey pi  ar   ith a strong push 
to ard strategic and high techno ogy sectors. 
Biophar a  H KTI (₹10 000 crore over  ive 
years) ai s to position India as a g o a   io ogics 
hu    hi e India  e iconductor  ission 2.0 
e pands  ocus  eyond  a rication to equip ent  
 ateria s and indigenous IP.  

 a our intensive and  egacy sectors are 
revita ised through integrated support  or 
te ti es—covering  i re se   re iance  s i  ing 
under  a arth 2.0 and  ega te ti e par s—
and the  odernisation o  200  egacy industria  
c usters.     s are supported through a three 
pronged approach  inc uding equity in usion via 
a ₹10 000 crore      ro th  und  i proved 
 iquidity through  andatory T e   adoption  
and co p iance support through  orporate 
 itras. In rastructure re ains the pri ary 
gro th  u tip ier   ith pu  ic cape  increased 
to ₹12.2  a h crore  co p e ented  y ris  
sharing  echanis s to attract private 
invest ent. nergy security is rein orced through 
a ₹20 000 crore   U  progra  e   hi e the 
 ity  cono ic  egions  ra e or  (₹  000 
crore per region over  ive years) pro otes 
decentra ised  outco e oriented ur an 
deve op ent. 

 

 ecord Kartavya =  u  i   spirations 
and Bui d  apacity 

The second  artavya shi ts e phasis  ro  
physica  capita  to hu an and institutiona  
capacity  particu ar y in services and 
e erging pro essions. 

  High Po ered  ducation to 
  p oy ent and  nterprise  o  ittee  i   
identi y high potentia  services su  sectors  
assess the i pact o   I on  o s  and 
reco  end s i  ing and curricu u  re or s. 
The overarching o  ective is to ena  e India 
to achieve a 10% share in g o a  services 
e ports  y 204 . 

Targeted capacity  ui ding initiatives are 
announced across hea th  care services  
 edica  and  YU H touris   ani a  
hus andry   V    design  higher education  
touris  and sports 

 

 

Third Kartavya =  a  a  ath   a  a 
Vi as 

The third  artavya ensures that econo ic 
gro th trans ates into inc usive and 
 a anced deve op ent. The Budget p aces 
specia   ocus on: 

 



 u  ary 

The Three Kartavya  ra e or  o  Union Budget 2026 articu ates a  a anced gro th strategy anchored in econo ic acce eration  
capacity  ui ding and inc usive deve op ent.  

By prioritizing productivity  ed gro th  strengthening hu an and institutiona  capa i ities  and ensuring that deve op ent outco es 
are  road y shared  the Budget a igns short ter  po icy actions  ith  ong ter  nationa  o  ectives. Together  the Kartavya create a 
cohesive road ap  or sustaina  e gro th  resi ience and socia  equity  rein orcing India’s vision o   eco ing a g o a  y co petitive and 
inc usive econo y.  

 

•  nhancing  ar er inco es through  isheries  
ani a  hus andry and high va ue crops 

• Wo en e po er ent through  H   arts 
and enterprise o nership 

•  upporting  ivyang an via s i  ing and 
assistive techno ogies 

•   panding  enta  hea th and trau a care 
in rastructure 

•  cce erating deve op ent in Purvodaya states 
and the North  ast 
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The  cono ic  urvey 202 –26 sets the ana ytica   oundation  or Union Budget 2026–2   y 
presenting a data  ac ed assess ent o  India’s gro th tra ectory   acroecono ic sta i ity and 
structura  priorities. The  urvey high ights India’s re ative resi ience a id g o a  uncertainty and 
underscores the need to sustain re or   o entu  to convert near ter  gro th into  ong ter  
econo ic strength. 

❖  ro th Out oo  and 
 acroecono ic 
Per or ance 

The  urvey esti ates rea    P 
gro th  or  Y26 esti ated to gro  
 y  .4%  positioning India a ong 
the  astest gro ing  a or 
econo ies g o a  y. This gro th has 
 een pri ari y  upported  y strong 
do estic de and  sustained pu  ic 
capita  e penditure  and i proving 
private sector  a ance sheets. 
No ina    P gro th is esti ated 
at around 8%  providing a strong 
revenue  ase  or  isca  
conso idation. 

On the in  ation  ront  the  urvey 
notes that  PI in  ation  oderated 
to around  .4% in  Y2   co pared 
to higher  eve s  itnessed post 
pande ic. Ho ever   ood in  ation 
re ains vo ati e due to c i ate 
re ated shoc s and supp y side 
disruptions  rein orcing the need  or 
productivity i prove ents in 
agricu ture  storage  and  ogistics. 

 

❖  isca  Position and Pu  ic 
Invest ent 

The  urvey reiterates the ro e o  
pu  ic capita  e penditure as a  ey 
gro th driver.  entra  govern ent 
capita  e penditure has increased 
sharp y  ro  ₹2  a h crore in  Y1  

to over ₹11  a h crore in  Y26 (  )  
contri uting signi icant y to 
in rastructure creation and 
cro ding in o  private invest ent. 
  pirica  evidence cited in the 
 urvey suggests that every ₹1 o  
pu  ic cape  has generated ₹2. –
₹3.0 o  output over the  ediu  
ter . 

 t the sa e ti e  the  urvey 
e phasizes  isca  prudence. The 
 isca  de icit dec ined to a out 4.4% 
o    P in  Y26 (  )  and the 
 overn ent has rea  ir ed its 
co  it ent to reducing the de t 
to   P ratio to ards ~ 0% over 
the  ediu  ter . This approach 
ai s to  a ance gro th 
i peratives  ith  ong ter  
 acroecono ic credi i ity. 

❖ Invest ent   avings and 
Productivity 

 ross  i ed  apita   or ation 
(    ) re ained ro ust at around 
33% o    P  supported  y pu  ic 
in rastructure spending and a 
gradua  reviva  in private 
invest ent.  orporate pro ita i ity 
i proved signi icant y   ith  isted 
non  inancia  corporates recording 
hea thy pro it gro th and 
de everaging  ena  ing higher 
capacity uti isation and ne  
invest ent cyc es. 

The  urvey stresses that sustaining 
gro th  eyond  %  i   require 
productivity  ed e pansion  driven 
 y techno ogy adoption  digitisation 
o  pu  ic services  and deeper 
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integration  ith g o a  va ue 
chains. 

❖  inancia   ector and 
 redit  yna ics 

India’s  inancia  sector is descri ed 
as entering a “position o  strength”. 
The  ross Non Per or ing  ssets 
( NP ) ratio o  schedu ed 
co  ercia   an s dec ined to 
around 2.2%  the  o est in over a 
decade   hi e capita  adequacy 
ratios re ained co  orta  y a ove 
regu atory thresho ds. 

Ban  credit gro th re ained 
strong at 1 –16% year on year   ith 
nota  e e pansion in       retai  
and in rastructure  ending. The 
 urvey cautions  ho ever  that 
rapid credit e pansion  ust  e 
acco panied  y prudent ris  
 anage ent  especia  y in a 
vo ati e g o a   inancia  
environ ent. 

❖   terna   ector and 
  o a   nviron ent 

The  urvey notes that India’s 
current account de icit re ained 
contained at around 1.2% o    P  
supported  y strong services e ports 
and re ittances.  erchandise 
e ports  aced head inds due to 
 ea  g o a  de and   ut services 
e ports crossed U   3 0  i  ion  
rein orcing India’s position as a 
g o a  services hu . 

 oreign e change reserves 
re ained co  orta  e at over U   
620  i  ion  providing a strong 
 u  er against e terna  shoc s and 
supporting currency sta i ity. 

 

❖   p oy ent  
 e ographics and 
Hu an  apita  

  p oy ent indicators i proved  
 ith  a our  orce participation rate 
(  P ) rising a ove   % and 
 e a e  or  orce participation 
sho ing steady i prove ent. The 
 urvey high ights that India’s 
de ographic dividend —  ith a 
 edian age o  around 28 years — 
can  e a po er u  gro th engine i  
supported  y  arge sca e s i  ing  
 or a isation and  o  creation  
particu ar y in services and 
e erging sectors. 

❖  tructura   e or s and 
 overnance 

  recurring the e o  the  urvey is 
the i portance o  second 
generation re or s. It argues that 
 hi e  irst generation re or s have 
sta i ised  acro  unda enta s  
 uture gro th  i   depend on ease 
o  co p iance  trust  ased 
regu ation   udicia  e  iciency  and 
digita  governance. 

 igita  pu  ic in rastructure — 
inc uding   T  J   trinity   ccount 
 ggregators and ON   — is cited 
as a  ey contri utor to e  iciency  
transparency and inc usion
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Union Budget 2026–2  uses ta  and regu atory po icy as instru ents to trans ate  roader econo ic 

priorities into operationa  outco es. The  ocus o  the po icy  ra e or  is not on a tering head ine 
ta  rates   ut on i proving certainty  si p i ying co p iance  addressing  ong standing 
interpretationa  issues and ena  ing capita    o s. The  easures span direct ta es  indirect ta es  
internationa  ta ation and trade  aci itation  and together de ine the regu atory environ ent  ithin 
 hich sector speci ic initiatives operate. 

The po icy  easures  ay  e ana yzed across the  o  o ing the es. 

I. Ta   ate  ontinuity  ith  tructura   e a ancing: 
 

• The Budget does not a end persona  inco e 
ta  s a s or head ine corporate inco e ta  
rates. Ho ever  it introduces structura  
changes that a ter the e  ective ta  outco e 
in speci ic cases. 
 

•  ini u    ternate Ta  continues to app y to 
co panies (other than I    units) on  oo  
pro its.  urrent y    T is  evied at 1 %  and 
 here   T e ceeds the regu ar ta   ia i ity  
the e cess a ount is a  o ed as   T credit  
 hich can  e carried  or ard  or up to 1  years 
 or set o   against  uture regu ar ta   ia i ities  
pri ari y under the o d ta  regi e. 
 

• Union Budget 2026–2  proposes a signi icant 
restructuring o    T  e  ective 1  pri  2026 
(ta  year 2026–2 ).   T paid under the o d 
ta  regi e is proposed to  eco e a  ina  ta   
and no ne    T credit  i    e a  o ed going 
 or ard.  orresponding y  the   T rate is 
proposed to  e reduced  ro  1 % to 14%  
 a ancing  o er ta  incidence  ith 
si p i ication o  the credit  ra e or . 

 

 
 

•  or do estic co panies transitioning  ro  the 
o d ta  regi e to the ne  regi e  e isting 
  T credit  ay  e uti ised  su  ect to a cap o  
2 % o  the nor a  ta   ia i ity in the re evant 
year.  ny unuti ised credit  ay  e carried 
 or ard  ithin the e isting 1  year  i itation 
period. 

• In respect o  non residents opting  or 
presu ptive ta ation    T is proposed to  e 
inapp ica  e to speci ied  usinesses  inc uding 
the operation o  cruise ships and provision o  
services or techno ogy in India  or e ectronics 
 anu acturing or production o  e ectronic 
goods  or resident co panies.  

 

• The ta  treat ent o  share  uy ac s has  een 
 odi ied  y shi ting ta ation  ro  dividend 
inco e to capita  gains. In the case o  
pro oter shareho ders  an additiona  ta  on 
capita  gains app ies  resu ting in an e  ective 
ta  rate o  22%  or do estic corporate 
shareho ders and 30%  or other shareho ders. 
 

•  urther  the deduction o  interest e penditure 
against dividend inco e and  utua   und 
inco e   hich  as ear ier a  o ed up to 20% 
o  such inco e  has  een  u  y  ithdra n  ith 
e  ect  ro  ta  year 2026–2 . 

 
 

Area Earlier Revised 
MAT rate 15% 14% 
MAT credit Allowed Restricted  
Buyback 
taxation Dividend Capital gains 

Interest 
deduction Up to 20% Nil 



II. Persona  Ta   d inistration and Individua   o p iance 

• Although personal tax rates remain 
unchanged, several compliance-related 
thresholds and timelines have been revised. 
 

• The due date for filing income tax returns for 
non-audit cases, partners of non-audit firms 
and trusts not requiring audit has been ended 
from 31 July to 31 August, applicable from tax 
year 2025–26 onwards. The time limit for filing 
a revised return has been extended from 9 
months to 12 months from the end of the 
relevant tax year, subject to payment of a 
nominal fee. 
 

• The scope for filing updated returns has been 
expanded to include cases where losses are 
reduced and cases where reassessment notices 
are issued. Where an updated return is filed 
pursuant to a reassessment notice, an 
additional tax of 10% is payable over and 
above the applicable additional tax on 
aggregate tax and interest. 

 

 
 

 
 
 
 
 

• In relation to foreign asset disclosures, limited 
immunity has been provided for non-
disclosure of specified foreign assets up to INR 
20 lakh, subject to fulfilment of prescribed 
conditions. 
 

• The requirement to obtain a Tax Deduction 
Account Number (TAN) has been relaxed for 
resident individuals and Hindu Undivided 
Families purchasing immovable property 
from non-residents, provided tax has been 
deducted using the purchaser’s PAN. 
 

• The Budget also enhances Portfolio 

 

 
 
 

 
 
 

Investment Scheme (PIS) limits for Persons 
Resident Outside India (PROI) . The aggregate 
permissible holding by PROIs in listed Indian 
companies has been increased from 5 % to 10% 
of paid-  up equity capital, and the overall cap 
(including foreign portfolio investors) has been 
increased from  10% to 24%,  subject to sectora
l caps.

Area Earlier Revised 
ITR due date (non-audit) 31-Jul 31-Aug 
Revised return timeline 9 months 12 months 
Updated return Limited Expanded scope 
Foreign asset immunity Not available Up to INR 20 lakh 
TAN for property from NR Mandatory Not required 
PROI equity limit 5% 10% 
Overall portfolio cap 10% 24% 
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III.  orporate Ta   i p i ication and  o p iance  ationa ization 

• The Budget proposes repeal of Income 
Computation and Disclosure Standards (ICDS) 
with effect from 1 April 2027. A joint 
committee comprising the Ministry of 
Corporate Affairs and the Central Board of 
Direct Taxes will be constituted to integrate 
tax computation provisions with Indian 
Accounting Standards, addressing long-
standing alignment challenges. 

 
• Penalties and prosecution provisions have 

been rationalised. Penalties for certain 
technical defaults — including failure to get 
accounts audited, non-furnishing of 
statements of financial transactions and 
failure to submit transfer pricing audit reports 
— will be replaced with fees.  

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

• Immunity from penalty and prosecution has 
been extended to cases of misreporting of 
income, subject to conditions. Punishments for 
specified offences have been rationalised by 
replacing rigorous imprisonment with simple 
imprisonment and reducing the maximum 
imprisonment term to 2 years for first offences 
and 3 years for subsequent offences, from the 
earlier limit of 7 years. 
 

• The pre-deposit required to obtain a stay on 
disputed tax demands has been reduced from 
20% to 10% of the disputed tax amount. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Area Earlier Revised 

ICDS Applicable 
Repealed (from 1 

April 2027) 
Technical 
penalties 

Penalty Fee 

Prosecution Rigorous 
imprisonment 

Simple 
imprisonment 

Stay of 
demand 20% 10% 



IV. Internationa  Ta ation and Trans er 
Pricing  d inistration: 

• The safe harbour regime for transfer pricing 
has been simplified through the 
introduction of a single operating margin 
of 15.5% for eligible IT and IT-enabled 
services, replacing earlier multiple margins 
ranging between 17%–20% depending on 
service categories. Transaction value 
thresholds have also been increased, 
expanding eligibility. 

 

• The Advance Pricing Agreement (APA) 
framework has been strengthened by 
measures aimed at reducing processing 
timelines and enabling flexibility for 
modification where facts change. The 
Budget reiterates commitment to effective 
resolution of cases under the Mutual 
Agreement Procedure (MAP) to address 
economic double taxation. 

 

• Further, MAT has been excluded for certain 
non-residents operating under 
presumptive taxation regimes, reducing 
tax exposure for specified cross-border 
service providers. 

 
Mechanism Earlier Revised 
Safe Harbor 
margin 

Multiple (17–
20%) 

Single 15.5% 

APA 
timelines Extended Shortened 

MAP Case-specific 
Coordinated 

approach 
NR MAT 
exposure 

Applicable Excluded 
(specified cases) 

 
 

V.  ationa ization o  various provisions 

• Transaction-based taxes and withholding 
provisions have been revised. 

• Securities Transaction Tax (STT) on 
futures and options has been increased.  

 
• TDS provisions for supply of manpower 

have been clarified. TCS rates have been 
reduced for certain outward remittances. 

 

 
• Employers lose tax deductions if 

employee welfare contributions miss strict 
labor law deadlines. Budget 2026–27 
relaxes this by aligning the deposit 
deadline with the ITR filing date. The 
move simplifies compliance and sreduces 
unnecessary tax litigation for businesses. 
 

• The Budget clarifies the computation of 
the 60-day period for TPO orders, 
prescribing specific rules for cases where 
limitation expires on 31 March or 31 
December, including leap and non-leap 
years, with retrospective effect from 1 
June 2007. 

 

 
 
 

Instrument Earlier Revised 

Futures 0.02% 0.05% 

Options (premium) 0.10% 0.15% 

Options (exercise) 0.125% 0.15% 

Category Earlier Revised 
Manpower TDS 
(Individual/HUF) 1% 

1% 
(clarified) 

Manpower TDS 
(Others) 

2% 2% 

LRS – education / 
medical 5% 2% 

Overseas tour 
package 5% / 20% 2% 

Sale of scrap 1% 2% 
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VI.   T and  usto s Process  e or s 

• GST provisions have been aligned with 
commercial practices by shifting the place 
of supply for intermediary services to the 
recipient’s  ocation, allowing post-supply 
discounts through credit notes, and 
enabling provisional refunds in inverted 
duty cases. 

• Rationalization of Post-Sale Discount 
Provisions: The requirement to link such 
discounts to a prior agreement has been 
removed. Where discounts are offered 
after supply, the value of supply will not 
include the discount, provided the 
supplier issues a credit note and the 
recipient reverse the corresponding input 
tax credit in accordance with prescribed 
provisions. 

• Provisional Refund for Inverted Duty 
Structure:  Refunds arising due to an 
inverted duty structure have now been 
brought within the scope of the provisional 
refund mechanism. Eligible taxpayers will 
be able to receive provisional refunds 
pending final verification. 

This measure is expected to ease working 
capital constraints for sectors where 
inverted duty structures are prevalent. 

• Removal of Threshold for Sanction of 
Export Refunds: The require ent o  a 
 ini u  thresho d  or sanctioning 
re und c ai s in respect o  goods 
e ported  ith pay ent o  ta  has  een 
re oved.  e und c ai s  i   no   e 
processed  ithout any  ini u  va ue 
condition. 

 

• Interi   ppe  ate  echanis  under   T: 
 n interi  appe  ate arrange ent has 

been introduced to address disputes 
re ating to advance ru ings. The 
 overn ent  ay e po er an e isting 
authority  inc uding a Tri una   to 
 unction as the Nationa   ppe  ate 
 uthority  or  dvance  u ings in cases 
 here con  icting ru ings are issued  y 
 ppe  ate  uthorities o  t o or  ore 
 tates or Union Territories. 

 

•   end ent to P ace o   upp y  or 
Inter ediary  ervices (I  T): The p ace o  
supp y  or inter ediary services has  een 
a ended to  e the  ocation o  the 
recipient o  services  rep acing the ear ier 
 in age to the supp ier’s  ocation. 
This change a igns the treat ent o  
inter ediary services  ith e port 
princip es and signi icant y  ene its service 
providers engaged in cross  order 
 aci itation and support activities. 

• In customs, validity of advance rulings has 
been extended from 3 years to 5 years, 
deferred duty payment facilities have 
been expanded to monthly settlement, 
and reliance will be placed on trusted 
trader and AI enablers. 

• To enhance ease of living, the customs 
duty on goods imported for personal use 
under heading 9804 has been reduced 
from 20% to 10%, along with imposition of 
a uniform Social Welfare Surcharge of 
10%. Duty exemptions have also been 
expanded for drugs and medicines 
imported for specified rare diseases and 
special medical purposes. 
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 ectora   na ysis and Budget I p ications 
Having outlined the key policy, tax and regulatory changes introduced under Union Budget 2026–
27, this section examines the sector-specific measures announced in the Budget and their implications. 
The ana ysis  ocuses on sectors that are centra  to India’s medium- to long-term growth trajectory 
and where the Budget has introduced targeted interventions, quantified allocations or structural 
reforms. 

Each sectoral discussion highlights the relevant background context, key Budget announcements, 
numerical changes where applicable, and potential implications for businesses and investors. The 
objective is to provide a clear, fact-based view of how Budget 2026–27 translates into sector-level 
outcomes, without repeating economy-wide policy commentary covered earlier. 

Structure of Sectoral Coverage 

The sectoral analysis covers the following areas: 

• Manufacturing and Make-in-India 

• Infrastructure and Logistics 

• Financial Services 

• Information Technology, Global Capability Centres and Services Exports 

• Digital Economy, Data Centres and Artificial Intelligence 

• Micro, Small and Medium Enterprises (MSMEs) and Start-ups 

• Energy, Climate and Sustainability 

• Agriculture and Allied Activities 

• Tourism and the Services Economy 

  

 

 

 

 

 

 

 

 

 



 

       Intrico Insights | India’s Union Budget 2026 
 

 anu acturing    a e in India

 

Sector Background 

• Manufacturing has been a core focus of 
India’s gro th strategy over the  ast 
decade, particularly under the Make-in-
India and Atmanirbhar Bharat initiatives. 
The sector contributes around 16–17% of 
GDP and employs over 27 million people 
directly.  

 

• While Production Linked Incentive (PLI) 
schemes across 14 sectors, with an 
aggregate outlay of approximately ₹1.97 
lakh crore, improved capacity creation, 
domestic value addition in several 
segments—especially electronics—
remained limited at 20–25%, with 
continued dependence on imported 
components, semiconductors and critical 
minerals. 
 

• Global supply chain realignments and the 
“ hina-plus-one” strategy created 
opportunities for India, but scaling up 
manufacturing required deeper 
ecosystem development, advanced 
technology integration and stronger 
backward linkages. 

 
 

 

Budget 2026–27: Key Manufacturing 
Measures 

 

• Union Budget 2026–27 introduces 
targeted interventions aimed at moving 
Indian manufacturing from assembly-led 
growth to end-to-end value creation. 

• A major announcement is the expansion of 
the India Semiconductor Mission (ISM 2.0), 
with an additional allocation of ₹1,000 
crore. Unlike the earlier phase, which 
primarily focused on fabrication units, ISM 
2.0 extends support to semiconductor 
design, equipment manufacturing, 
materials, full-stack Indian intellectual 
property and supply-chain resilience. 

• The Electronics Components 
Manufacturing Scheme has been 
strengthened to enhance domestic 
production of key inputs such as printed 
circuit boards, displays, sensors and power 
electronics. This is intended to increase 
domestic value addition and reduce 
reliance on imported components across 
consumer electronics, automotive 
electronics and industrial automation. 

• To address import dependence in strategic 
inputs, the Budget announces the creation 
of Rare Earth Corridors in mineral-rich 
states.  

 



 u  ary 
The sector speci ic  easures announced in Union 
Budget 2026–2  indicate a ca i rated approach 
to ards addressing structura  constraints and 
ena  ing  ediu  ter  gro th across  ey 
seg ents o  the econo y.  ather than  road 
 ased incentives  the Budget re ies on targeted 
interventions  quanti ied a  ocations and po icy 
re ine ents to support sectors that are critica   or 
productivity  e p oy ent generation and 
co petitiveness. 

 cross sectors  the e phasis is on ecosyste  
deve op ent  ris   itigation and  ong ter  
visi i ity— hether through sustained pu  ic 
capita  e penditure   anu acturing ecosyste  
support  services e port  aci itation or energy 
transition  inancing. The consistency in approach 
across  u tip e sectors suggests an intent to 
 a ance  isca  discip ine  ith capacity creation  
 hi e a  o ing sectora  outco es to  e driven  y 
e ecution and private participation. 

 or  usinesses and investors  the sectora  
 easures ca    or a reassess ent o  invest ent 
strategies  operating  ode s and co p iance 
 ra e or s in  ine  ith the revised po icy 
 andscape.  ector outco es  i   depend not on y 
on announced a  ocations and regu atory 
changes   ut a so on the pace o  i p e entation 
and coordination across  inistries and 
regu ators. 

 

 

 

• These corridors are designed to integrate 
mining, processing and downstream 
manufacturing of rare earth materials 
critical for electric vehicles, renewable 
energy equipment, defence systems and 
high-technology manufacturing. 

• The Budget also provides targeted support 
for capital goods manufacturing, including 
the establishment of hi-tech tool rooms, 
incentives for construction equipment 
manufacturing and container production. 
For labour-intensive sectors, particularly 
textiles, continued support has been 
announced through cluster modernisation, 
sustainability initiatives and skilling 
programmes such as Samarth 2.0, along 
with development of mega textile parks. 

 

Implications for the Sector 

 
• The cumulative impact of these measures 

is expected to improve domestic value 
addition across priority manufacturing 
segments. In electronics and 
semiconductors, the focus on components, 
materials and design is expected to 
gradually raise local value addition 
beyond the current 20–25% range over 
the medium term. Reduced dependence 
on imported critical inputs enhances 
supply-chain resilience and mitigates 
exposure to global disruptions. 

 

• Support for capital goods manufacturing 
strengthens backward linkages across 
sectors such as infrastructure, energy and 
construction, while interventions in rare 
earth processing address strategic 
vulnerabilities in clean energy and 
advanced manufacturing. Expansion of 
manufacturing into Tier-II and Tier-III 
locations also supports regional 
industrialisation and employment 
generation. 

 
Strategic Considerations for Businesses 

Manufacturing enterprises may consider: 

• Reassessing sourcing strategies to increase 
domestic procurement of components and 
materials 

• Evaluating eligibility under expanded 
semiconductor, electronics and capital 
goods support schemes 

• Exploring capacity expansion or greenfield 
investments in emerging industrial clusters 

• Strengthening partnerships across R&D, 
design, tooling and supplier ecosystems 

• Aligning sustainability and ESG strategies 
with clean-tech and advanced 
manufacturing initiatives 
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In rastructure    ogistics 

 

Sector Background 

• Infrastructure has been a central pillar of 
India’s econ omic strategy over the past 
decade, particularly during periods of 
global uncertainty. Central government 
capital expenditure increased from 
approximately ₹2 lakh crore in FY15 to 
over ₹11 lakh crore by FY25, supporting 
expansion in roads, railways, ports, airports 
and urban infrastructure. This sustained 
public investment helped crowd in private 
activity and improve connectivity across 
regions. 

 
 

•  espite this progress  India’s  ogistics costs 
remain elevated at around 13–14% of GDP, 
compared with 8–9% in advanced 
economies. Challenges persist in 
multimodal integration, last-mile 
connectivity, project risk allocation and 
availability of long-term financing, which 
have constrained private participation, 
especially under public–private 
partnership (PPP) models. 

 

 

Budget 2026–27: Key Infrastructure 
and Logistics Measures 

• Union Budget 2026–27 continues the 
emphasis on infrastructure-led growth by 
increasing central government capital 
expenditure to ₹12.2 lakh crore, equivalent 
to about 4.4% of GDP. This represents a 
continuation of high public investment 
levels aimed at sustaining growth 
momentum. 

 

• A significant structural measure 
announced is the creation of an 
Infrastructure Risk Guarantee Fund, 
intended to mitigate project risks and 
improve bankability of infrastructure 
projects, particularly those with long 
gestation periods. The framework is 
expected to support renewed private 
sector participation, especially in PPP 
projects. 
 

• The Budget also prioritises logistics 
efficiency through increased investment in 
multimodal freight corridors, expansion of 
inland waterways, and acceleration of port 
modernisation initiatives. These measures 
are aligned with reducing transit times and 
lowering freight costs. In addition, high-
speed rail connectors between major 
economic nodes have been proposed to 
improve regional integration and 
productivity.



• To strengthen urban infrastructure 
financing, the Budget proposes enhanced 
access to municipal bond markets, 
enabling urban local bodies to raise 
market-linked funding for infrastructure 
development, subject to governance and 
reform-linked conditions. 
 

I p ications  or the  ector 
 

• The proposed risk guarantee mechanism 
addresses a key constraint faced by private 
investors—risk asymmetry—by improving 
credit comfort and project viability. This 
could lead to a gradual revival of PPP 
models in sectors such as roads, logistics 
parks, rail assets and urban infrastructure. 
 

• Improvements in multimodal logistics and 
port efficiency are expected to contribute 
to a gradual reduction in logistics costs as a 
percentage of GDP, supporting export 
competitiveness and supply-chain 
efficiency for manufacturing and services 
sectors 
 

• Sustained public capital expenditure at 
₹12.2 lakh crore is expected to continue 
generating multiplier effects across 
construction, manufacturing and services. 
Empirical estimates suggest infrastructure 
spending can generate output multipliers 
of 2.5–3.0 times over the medium term. 

 
 
 
 

 

 trategic  onsiderations  or Businesses 

Infrastructure developers, EPC contractors, 
logistics providers and investors may consider: 

• Evaluating opportunities arising from the 
₹12.2 lakh crore public capex pipeline 

• Reassessing participation in PPP projects in 
light of proposed risk mitigation 
mechanisms. 

• Exploring investments in multimodal 
logistics parks, warehousing and inland 
waterways 

• Exploring investments in multimodal 
logistics parks, warehousing and inland 
waterways 

• Leveraging municipal bond frameworks 
for urban infrastructure projects 

 u  ary 
 

The in rastructure and  ogistics  easures in Union 
Budget 2026–2  re  ect continuity in the 
 overn ent’s approach o  using pu  ic capita  
e penditure as a gro th driver   hi e gradua  y 
addressing constraints to private invest ent. The 
increase in centra  govern ent cape  to ₹12.2  a h 
crore provides visi i ity on pro ect pipe ines and 
supports de and across construction  
 anu acturing and services. 

The proposed In rastructure  is   uarantee  und 
and rene ed  ocus on  u ti oda   ogistics  
 ater ays and port  odernisation indicate an 
e  ort to i prove pro ect via i ity and reduce 
 ogistics ine  iciencies.  nhanced access to 
 unicipa   ond  inancing  urther diversi ies 
 unding sources  or ur an in rastructure. 

 or in rastructure deve opers and investors  the 
 ey considerations  i    e the pace o  
i p e entation o  ris  sharing  echanis s  
e ecution capacity across  arge pro ects and 
coordination  et een centra   state and  oca  
authorities. The sector’s  ediu  ter  outco es 
 i   depend on e  ective trans ation o  announced 
 easures into  an a  e pro ects and ti e y 
e ecution on the ground. 

 

 

 

 

 



 

       Intrico Insights | India’s Union Budget 2026 
 

 

 inancia   ervices  ector 

 

Sector Background 

• India’s  inancia  services sector p ays a centra  
role in credit intermediation, capital 
formation and risk management. As of FY26, 
the banking system reported improved asset 
quality, with gross non-performing assets 
declining to around 2.2–2.5%, and capital 
adequacy levels remaining above regulatory 
thresholds. Credit growth remained robust at 
approximately 15–16% year-on-year, driven 
by retail, MSME and infrastructure lending. 

 
• Despite this progress, gaps remained in terms 

of depth of financial markets, long-term 
 inancing instru ents  and India’s positioning 
as a regional financial hub. The International 
Financial Services Centre (IFSC) at GIFT City 
had gained traction, but post-tax-holiday 
taxation and regulatory complexity limited its 
competitiveness vis-à-vis established offshore 
centres. 

Budget 2026–27: Key Financial Sector 
Measures 

• Union Budget 2026–27 introduces a set of 
targeted measures across banking, capital 
markets and offshore financial services 

 
• A significant announcement relates to taxation 

of IFSC units. The eligible tax holiday period has 
been extended to 20 years out of 25 years, 
compared to the earlier 10 out of 15 years.  

 
• Further, income earned after the tax holiday 

will be taxed at a concessional rate of 15%, 
instead of the earlier applicable rates of 22% or 
30%, depending on the regime. These changes 
apply from tax year 2026–27. 

 

• The Budget also proposes the constitution of a 
high-level committee on banking sector 
reforms, tasked with reviewing regulatory 
frameworks, governance norms, risk 
management practices and capital 
requirements. The objective is to assess readiness 
of the banking system to support long-term 
economic growth while managing emerging 
risks. 

 

• On the capital markets side, Securities 
Transaction Tax (STT) on derivatives has been 
increased. The STT rate on futures has been 
raised from 0.02% to 0.05%, while STT on 
options has been increased from 0.10% to 0.15% 
on premium and from 0.125% to 0.15% on 
exercise. 

 

• The Budget also reiterates the intent to simplify 
and modernise foreign exchange regulations, 
including a review of FEMA provisions, to 
facilitate cross-border capital flows and 
enhance ease of doing business. 

 
 
 
 



 Implications for the Sector 

• Extended tax certainty and reduced post-
holiday tax rates materially improve the 
operating environment for IFSC entities, 
particularly for businesses such as asset 
management, aircraft leasing, insurance and 
treasury operations, which typically involve 
long-term investment horizons. 

 

• The review of banking sector regulations could 
lead to changes in governance, capital and risk 
frameworks over time, with implications for 
balance sheet growth and credit allocation. 
Increased STT on derivatives may marginally 
impact trading costs, particularly for high-
frequency and volume-driven market 
participants. 

 

• Simplification of foreign exchange regulations is 
expected to reduce transaction friction and 
compliance complexity for financial institutions 
engaged in cross-border fund flows. 

Strategic Considerations for Businesses 

Banks, financial institutions, market 
intermediaries and investors may consider: 

• Evaluating entry or expansion strategies in IFSCs 
in light of revised tax certainty 

 

• Monitoring outcomes of the proposed banking 
sector reform committee 

 

• Reviewing derivatives trading strategies 
considering revised STT rates 

 

• Aligning cross-border fund structures with 
proposed FEMA simplification 

 

• Assessing opportunities in offshore asset 
management, leasing and insurance 

 

 

 

 

 

 

 

 u  ary 
 

The  inancia  services  easures in Union Budget 2026–2   ocus on i proving  ong ter  certainty  regu atory revie  and  ar et 
e  iciency rather than introducing  road  ased incentives.   tension o  the ta  ho iday period  or I    units to 20 years and 
reduction o  the post ho iday ta  rate to 1 % direct y a  ect the via i ity o  o  shore  inancia  activities in India and provide greater 
visi i ity  or  ong tenure  usiness  ode s. 

The proposed revie  o   an ing sector regu ations signa s an assess ent o  the syste ’s readiness to support sustained credit gro th 
 hi e  anaging e erging ris s.  hanges in  ecurities Transaction Ta  on derivatives and the proposed si p i ication o   oreign 
e change regu ations re  ect an e  ort to reca i rate  ar et  evies and cross  order capita    o s in  ine  ith evo ving  ar et 
dyna ics. 

Overa    the sector speci ic  easures indicate a gradua  shi t to ards strengthening institutiona   ra e or s   ar et depth and 
India’s positioning as a regiona   inancia  centre   ith outco es dependent on regu atory i p e entation and adoption  y  ar et 
participants. 
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Information Technology (IT), Global Capability 
Centers (GCCs) & Services Exports  

 

Sector Background 

• India’s IT and IT-enabled services sector remains 
a key contributor to economic growth, foreign 
exchange earnings and employment. Services 
exports are estimated at over USD 350 billion, 
with IT and business services accounting for a 
significant share. Global Capability Centres 
(GCCs) have expanded steadily across cities 
such as Bengaluru, Hyderabad, Pune, Chennai 
and Gurugram, providing services ranging from 
application development and support to data 
analytics, engineering, finance and research 
functions. 

 

• Despite this scale, the sector has faced persistent 
challenges, particularly in the area of transfer 
pricing litigation. Routine service transactions of 
captive service providers have frequently been 
subject to audit adjustments, driven by multiple 
prescribed margins under safe harbour rules, 
relatively low transaction thresholds and 
lengthy dispute resolution timelines. These issues 
increased compliance costs and reduced 
predictability for long-term service delivery 
models. 

 

Budget 2026–27: Key IT, GCC and Services 
Export Measures 

• Union Budget 2026–27 introduces targeted 
measures aimed at improving certainty and 
reducing compliance friction for service exporters 
and GCCs. 
 

• A key proposal is the simplification of the transfer 
pricing safe harbour regime through the 
introduction of a single operating margin of 15.5% 
for eligible IT and IT-enabled services. This 
replaces the earlier framework of multiple 
margins, which typically ranged between 17% 
and 20%, depending on the service category. The 
Budget also increases transaction value 
thresholds for safe harbour eligibility, enabling a 
larger number of captive service providers to opt 
for the regime. 
 

• The Advance Pricing Agreement (APA) 
framework has been strengthened through 
measures aimed at reducing processing timelines, 
improving flexibility for modification where 
factual circumstances change, and streamlining 
renewal procedures.  

 

 

 



• At a strategic level, the Budget reiterates the 
 overn ent’s o  ective o  increasing India’s share 
in global services exports to 10% by 2047, 
highlighting the continued importance of IT, 
digital services, consulting, engineering and 
emerging technology services. Skill development 
initiatives linked to digital technologies, artificial 
intelligence and advanced analytics are aligned 
with this services-led growth objective. 

 Implications for the Sector 

• The introduction of a single safe harbour margin 
of 15.5% materially reduces ambiguity around 
acceptable operating margins for routine IT and 
IT-enabled services. For captive service providers 
operating close to this range, the revised 
framework is expected to reduce audit exposure 
and compliance intensity. 

 

• Improvements to the APA process enhance 
predictability for larger and more complex 
service operations, particularly those involving 
multi-year investments and evolving functional 
profiles. Together, these measures are expected 
to lower long-term transfer pricing risk and 
improve cost certainty. 

 
 

• From a broader perspective, the emphasis on 
services exports and future-ready digital skills 
supports India’s continued positioning as a g o a  
services delivery hub, even as delivery models 
evolve with increased automation and AI 
adoption. 

Strategic Considerations for Businesses 
 
IT companies and GCC operators may consider: 

• Evaluating eligibility under the revised 15.5% safe 
harbour margin and higher transaction 
thresholds 

• Reviewing existing transfer pricing policies and 
benchmarking outcomes 

• Assessing the suitability of entering into new or 
renewed APAs for long-term operations 

• Aligning workforce strategies with emerging skills 
in AI, data analytics and digital platforms 

• Reviewing expansion or consolidation plans in 
light of improved tax certainty 

 
 

 

 

 

 

 

 

 

 u  ary 
 

The IT and services e port  easures in Union Budget 2026–2   ocus on i proving certainty and reducing co p iance  riction  
particu ar y in trans er pricing ad inistration. The introduction o  a sing e sa e har our  argin o  1 . % and higher e igi i ity 
thresho ds address  ong standing concerns around audit intensity and  argin uncertainty  or routine service providers. 

 trengthening o  the  dvance Pricing  gree ent  ra e or  supports predicta i ity  or  arger and  ore co p e      operations  
especia  y those invo ving  u ti year invest ents and evo ving service pro i es. The continued e phasis on services e ports and 
 uture ready s i  s indicates a po icy pre erence  or sustaining India’s ro e as a g o a  services de ivery hu . 

Overa    the  easures are e pected to in  uence operating  ode s  pricing strategies and  ong ter  invest ent decisions in the 
sector   ith outco es dependent on adoption  y ta payers and e  ective ad inistrative i p e entation. 
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 igita   cono y   ata  enters    rti icia  Inte  igence ( I) 

 

Sector Background 

• India’s digita  econo y has e panded rapid y 
over the past decade, driven by high internet 
penetration, large-scale adoption of digital 
public infrastructure and increasing data 
consu ption. India’s data centre capacity is 
estimated at around 1.1–1.2 GW, with data 
traffic growing at approximately 25–30% 
CAGR. The growth of cloud computing, fintech, 
e-commerce and AI-driven applications has 
significantly increased demand for secure and 
scalable data processing infrastructure. 

 

• Despite strong demand fundamentals, large-
scale investments in data centres faced 
challenges relating to high capital intensity, 
power and cooling costs, and uncertainty 
around long-term tax treatment for foreign 
companies procuring data centre services from 
India. In parallel, while India emerged as a 
major consumer of digital and AI-enabled 
services, the ecosystem for large-scale compute 
infrastructure and advanced AI deployment 
remained at a nascent stage 

 

 

 

Budget 2026–27: Key Digital Economy, 
Data Centers & Artificial Intelligence  

Union Budget 2026–27 introduces a significant 
policy intervention to support long-term growth 
of digital infrastructure. 

• A key announcement is the income tax 
exemption for foreign companies earning 
income from procuring data centre services 
from India. 

• Earlier position: Such income was taxable in 
India at applicable corporate tax rates of 22% 
or 30%, depending on the tax regime. 

• Budget change: Income earned by foreign 
companies from procuring data centre 
services from specified Indian data centres will 
be fully exempt from income tax up to tax 
year 2046–47, subject to prescribed 
conditions. 

• This provides tax certainty for more than 20 
years, a timeline that is uncommon in global 
digital infrastructure policy. 

• In addition, the Budget reiterates policy 
support for the development of the AI 
ecosystem, including investment in digital 
public platforms, compute infrastructure and 
technology-led public service delivery. While 
no standalone AI fund allocation has been 



specified, AI adoption has been embedded 
across sectors such as healthcare, agriculture, 
logistics and governance. 

Implications for the Sector 

• The long-term tax exemption materially 
improves the investment proposition for 
hyperscalers, global cloud service providers and 
large technology companies. Extended 
certainty reduces cost of capital, improves 
project internal rates of return and supports 
long-gestation investments in power-intensive 
data centre facilities. 

• Domestic data centre operators are expected to 
benefit from increased demand from global 
clients, enabling faster scale-up of capacity and 
improved utilisation. The measure also 
strengthens India’s position as a g o a  data 
processing destination at a time when data 
localisation, cybersecurity and supply-chain 
resilience are increasingly important 
considerations. 

• From an AI perspective, enhanced data centre 
infrastructure acts as a foundational layer for 
large-scale AI model training, analytics and 
platform-based services. Improved availability 

of compute infrastructure supports the 
transition from AI consumption to AI 
development and deployment within India. 

Strategic Considerations for Businesses 

Digital infrastructure players and technology 
companies may consider: 

• Reassessing India as a long-term hub for data 
processing and cloud services in light of tax 
exemption till FY 2046–47 

• Accelerating greenfield and expansion 
investments in data centres, including 
renewable energy sourcing 

• Structuring long-term service contracts with 
Indian data centre operators to leverage tax 
efficiency 

• Integrating AI and advanced analytics 
capabilities with domestic digital 
infrastructure 

• Reviewing compliance frameworks relating to 
data protection, cybersecurity and 
operational resilience 

 

 

 

 

 

 

 

 

 

 

 u  ary 
 

The digita  econo y  easures in Union Budget 2026–2   ocus on addressing  ong ter  structura  constraints rather than short ter  
incentives. The inco e ta  e e ption  or  oreign co panies procuring data centre services  ro  India unti   Y 2046–4  provides 
e tended certainty  or capita  intensive digita  in rastructure invest ents and i proves the  easi i ity o   arge sca e pro ects. 

By  in ing data in rastructure deve op ent  ith  roader po icy support  or arti icia  inte  igence and digita  pu  ic p at or s  the 
Budget positions data centres as a  oundationa   ayer  or  uture digita  and  I  ed gro th.  or techno ogy co panies and investors  
the  easures  arrant a reassess ent o   ong ter  in rastructure strategies  invest ent ti e ines and operationa   ode s   ith 
outco es dependent on e ecution and coordination across regu atory  ra e or s. 
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    s    tart ups 
  

 

Sector Background 

• Micro, Small and Medium Enterprises (MSMEs) 
 or  a critica  co ponent o  India’s econo y  
contributing approximately 30% to GDP, 
around 45% of exports, and providing 
employment to over 110 million people. 

• Start-ups have also emerged as a key driver of 
innovation, technology adoption and new-age 
employment, particularly in digital services, 
manufacturing and clean-tech. 

 

• Despite their economic importance, MSMEs and 
start-ups have historically faced structural 
constraints, including limited access to growth-
stage equity, delayed receivables, dependence 
on debt financing and high compliance costs. 
Earlier policy interventions largely focused on 
credit expansion and guarantees, which 
improved liquidity but did not fully address 
long-term capital needs. 

Budget 2026–27: Key IT, GCC and Services 
Export Measures 

• Union Budget 2026–27 introduces measures 
aimed at improving access to capital, 
accelerating cash flows and supporting scale-up 
of high-potential enterprises. 

 

• A key announcement is the creation of a 
₹10,000 crore SME Growth Fund, designed 
to provide equity and quasi-equity funding to 
MSMEs and start-ups with scalable business 
models. The fund is intended to complement 
existing debt-based schemes and reduce over-
leveraging of growing enterprises. 

 

• To address persistent delays in receivable 
realisation, the Budget mandates that all 
Central Public Sector Enterprises (CPSEs) 
onboard onto the Trade Receivables 
Discounting System (TReDS). This measure 
aims to enable MSMEs supplying to CPSEs to 
convert receivables into liquidity more 
efficiently. 

 

• The Budget also expands credit guarantee 
coverage for MSMEs by increasing eligible 
borrower categories and enhancing coverage 
limits.  



• Continued support for start-ups has been 
indicated through innovation-focused funding 
schemes, ecosystem infrastructure and 
facilitation of technology-driven enterprises. 

 Implications for the Sector 

• The introduction of a ₹10,000 crore Growth 
Fund marks a shift towards equity-based 
support for MSMEs and start-ups, addressing a 
long-standing gap in growth-stage financing. 
Access to equity capital is expected to improve 
balance sheet strength and enable capacity 
expansion, technology investment and market 
diversification. 

• Mandatory onboarding of CPSEs on TReDS is 
expected to shorten receivable cycles, which 
often extend to 90–120 days, potentially 
reducing them to 30–45 days for eligible 
MSMEs. Improved liquidity can lower borrowing 
costs and improve operational resilience. 

• Expanded credit guarantees are likely to 
encourage banks and non-banking financial 
companies to extend credit to smaller and first-
time borrowers, particularly in Tier-II and Tier-
III regions. 

Strategic Considerations for Businesses 

MSMEs and start-ups may consider: 

• Aligning business models with priority sectors 
such as manufacturing, digital services and 
clean energy 

• Evaluating eligibility for funding under the 
₹10,000 crore SME Growth Fund 

• Registering and actively utilising TReDS 
platforms, especially for CPSE-linked 
receivables 

• Rebalancing capital structures to include equity 
or quasi-equity instruments 

• Strengthening governance, financial reporting 
and compliance systems to attract institutional 
capital 

 

 

 

 

 

 

 

 

 

 

 

 

 u  ary 
 

The      and start up  easures in Union Budget 2026–2   ocus on addressing structura  constraints re ated to access to capita  and 
 iquidity rather than short ter  re ie . The introduction o  a ₹10 000 crore      ro th  und signa s a shi t to ards equity and quasi 
equity support  or sca a  e enterprises  reducing re iance on de t  ed  inancing. 

 

 andatory on oarding o   P  s on the T e   p at or  and e pansion o  credit guarantee coverage ai  to i prove receiva  e 
rea isation and access to  or a  credit  particu ar y  or s a  er enterprises. Ta en together  the  easures see  to strengthen  inancia  
resi ience and support sustaina  e gro th o      s and start ups   ith e  ectiveness dependent on e ecution and adoption across 
sta eho ders. 
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 u  ary 
The energy and c i ate  easures in Union Budget 2026–2   ocus on supporting a gradua  transition to ards  o er car on gro th 
 hi e addressing energy security considerations. The a  ocation o  ₹20 000 crore  or  ar on  apture  Uti isation and  torage provides 
 inancia  support  or e issions reduction in hard to a ate sectors   here i  ediate transition a ternatives re ain  i ited. 

 

 usto s duty concessions  or c ean energy co ponents and continued po icy support  or rene a  e energy and grid in rastructure ai  
to reduce pro ect costs and i prove  easi i ity o  sustaina  e energy invest ents.  or  usinesses  the  easures necessitate a revie  o  
 ong ter  capita  p anning  techno ogy adoption and     strategies   ith e  ectiveness dependent on pro ect e ecution and regu atory 
coordination. 

 

 

 

 

 nergy    i ate    ustaina i ity  

 

• India’s energy sector is gradua  y transitioning 
in response to rising demand, climate 
commitments and energy security 
considerations. Energy demand is projected to 
grow at 4–5% annually, while national targets 
include 500 GW of non-fossil fuel capacity by 
2030 and net-zero emissions by 2070. Despite 
steady growth in renewable capacity, 
decarbonisation of hard-to-abate sectors such 
as steel, cement, refining and fertilisers 
remains a key challenge, compounded by 
high capital requirements and technology 
risks. 

• Union Budget 2026–27 introduces targeted 
fiscal and trade measures to support this 
transition. A key announcement is the 
allocation of ₹20,000 crore over five years for 
Carbon Capture, Utilisation and Storage 
(CCUS) to enable emissions reduction in 
carbon-intensive industries. In addition, 
customs duty exemptions and concessional 

rates have been extended to selected clean-
energy inputs and equipment, including 
lithium-ion batteries, renewable energy 
components and nuclear power equipment, 
with the objective of lowering project costs 
and supporting domestic manufacturing. 
Continued policy support for renewable 
energy expansion, grid modernisation and 
energy storage has also been reiterated. 

• From a sector perspective, CCUS funding 
improves the feasibility of emission-reduction 
initiatives where direct electrification is not 
immediately viable, with potential emissions 
intensity reduction of 30–50% in certain 
industrial processes.  

• Duty concessions enhance project economics 
for clean-energy investments and support 
energy security by strengthening grid stability 
and reducing import dependence.  
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•  gricu ture re ains a core pi  ar o  India’s 
economy, employing over 40% of the workforce 
and contributing around 18% to GDP. While 
foodgrain production has shown resilience, farm 
incomes continue to face pressure due to 
climate variability, low productivity, 
fragmented landholdings and limited value 
addition. Policy focus has gradually shifted from 
production volumes towards income 
diversification, resilience and sustainability. 

• Union Budget 2026–27 introduces targeted 
measures to support this transition. Emphasis is 
placed on high-value crops such as coconut, 
cocoa, cashew and horticulture, which offer 
higher per-hectare returns than traditional 
cereals. Continued support has also been 
announced for fisheries and aquaculture, 
including strengthening cold-chain 
infrastructure, processing capacity and export 
enablement, with fisheries exports currently 
exceeding USD 8 billion annually. In addition, 

the launch of Bharat-VISTAAR, an AI-enabled 
agriculture platform, aims to provide real-time 
advisory on crop planning, input usage and 
market access, improving decision-making at 
the farm level. The cooperative sector continues 
to receive support to strengthen aggregation 
and market linkage, particularly for small and 
marginal farmers. 

• From a sector perspective, diversification 
towards high-value crops and allied activities 
can improve income stability, with returns 
typically 2–3 times higher per hectare than 
staple crops. Technology-led advisory platforms 
can enhance productivity and reduce input 
inefficiencies, while improved cold-chain and 
processing infrastructure can help reduce post-
harvest losses, currently estimated at 5–7% of 
output. Overall, the measures focus on 
strengthening income resilience and value-
chain integration across agriculture and allied 
sectors. 
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Tourism & Services Economy 
 

 

 

 

 

 

 

• Touris  is one o  India’s  ost e p oy ent-
intensive service sectors, contributing around 7–
8% to GDP and supporting over 40 million 
direct and indirect jobs. While domestic tourism 
has recovered strongly post-pandemic, 
international tourist arrivals remain below pre-
COVID levels. Despite strong cultural, spiritual 
and natural tourism potential, the sector has 
faced challenges relating to infrastructure gaps, 
skill shortages, limited destination branding and 
concentration of activity in a few urban and 
leisure centres. 

• Union Budget 2026–27 positions tourism as a 
lever for employment generation and regional 
development through targeted, destination-
specific interventions. A key focus is on spiritual, 
cultural and heritage tourism, particularly 
temple towns and pilgrimage circuits, to be 
developed under the City Economic Regions 
(CERs) framework, with funding of up to 

₹5,000 crore per CER over five years, subject to 
reforms. The Budget also emphasises skilling 
across hospitality and travel services to improve 
service quality, alongside continued support for 
medical and wellness tourism, including 
AYUSH- ased o  erings   ith India’s  edica  
tourism market expected to exceed USD 10 
billion over the medium term. 

• From a sector perspective, destination-led 
infrastructure development can create 
significant employment multipliers and support 
balanced growth in Tier-II and Tier-III regions. 
Improved service quality can enhance tourist 
spend per visit, while growth in medical and 
wellness tourism strengthens foreign exchange 
earnings and allied sectors. Integration of 
tourism planning with urban infrastructure 
under the CER framework supports sustainable 
expansion of the tourism ecosystem. 
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Intrico Perspectives on Budget 2026–27

Union Budget 2026–2  signa s a decisive shi t  ro  head ine driven  isca  actions to e ecution  ed 
governance and  ong ter  institutiona  strengthening.  ather than pursuing short ter  de and sti u us  
the Budget rein orces po icy continuity anchored in capacity creation  ad inistrative e  iciency and 
regu atory predicta i ity—an approach that a igns  e    ith India’s  ediu  ter  gro th aspirations. 

 

 ro  a  usiness and investor standpoint  the  ost nota  e 
 eature o  the Budget is  hat it does not atte pt. The a sence 
o   a or ta  rate changes underscores the govern ent’s intent 
to preserve sta i ity   hi e targeted re ine ents across direct 
ta     T and custo s indicate a conscious  ove to ard 
reducing  riction  i proving certainty and a igning co p iance 
 ra e or s  ith co  ercia  rea ities.  ationa ised ti e ines  
si p i ied trans er pricing procedures and trust  ased custo s 
ad inistration point to an evo ution in the qua ity o  
governance rather than an e pansionary ta  agenda. 

 

 ectora  y  the Budget continues to prioritise  anu acturing  
in rastructure and  ogistics through sustained pu  ic capita  
e penditure  rein orcing India’s ro e as a g o a  production and 
supp y chain hu .  upport  or  inancia  services  services e ports 
and digita  in rastructure re  ects a  onger ter  vie  on  ar et 
depth  data  ed gro th and energy transition.  easures ai ed 
at     s  agricu ture and touris  are  ore structura  than 
popu ist   ocusing on  iquidity access  diversi ication and 
regiona  y  a anced deve op ent. 

 

 t Intrico   e vie  Budget 2026–2  as a  ra e or  Budget—one that re ards  usinesses that a ign ear y 
 ith po icy direction rather than those see ing i  ediate  isca  incentives. The rea  test  i    ie in e ecution: 
inter  inisteria  coordination  consistency in regu atory interpretation and the pace at  hich re or s 
trans ate into on ground ease o  doing  usiness. 

 

 or corporates  pro oters and investors  the Budget rein orces a c ear  essage—strategic p anning  ust 
increasing y  actor in  ong ter  po icy signa s  co p iance ro ustness and e ecution readiness. Those  ho 
reca i rate governance structures  capita  a  ocation and operating  ode s in  ine  ith these priorities are 
 i e y to  e the pri ary  ene iciaries o  this phase o  India’s gro th  ourney. 
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Intrico Advisors is a premier financial advisory and consulting firm headquartered in Gurugram, 
Haryana. Our team comprises of highly skilled professionals, including experts from the world's leading 
accounting Big4 firms. We specialize in providing exceptional accounting and financial services to clients 
worldwide.

We have a competent pool of professionals like Chartered Accountants, Company Secretaries, IT 
Professionals Lawyers, Cost Accountants and many more to provide cutting edge solutions to our clients.

Scan QR code to visit our website

www.intricoadvisors.com

For more information or for any queries, write to us at info@intricoadvirsors.com

Contact Us

Sumit Agarwal

Accounting Advisory Partner

E: sumit.agarwal@intricoadvisors.com

Dhruv Vaish

Restructuring & Compliance Partner

E: dhruv.vaish@intricoadvisors.com

Disclaimer

This document has been prepared based on information collated from the Union Budget 2026–27 speech, the Finance Bill, and 
other publicly available sources as on the date of publication. While due care has been taken to ensure accuracy, the information 
contained herein is subject to human or interpretational errors and subsequent legislative or regulatory changes. The content is 
intended for general information purposes only and should not be construed as professional advice. All images, charts and visual 
elements used in this document are sourced from publicly available or permitted sources and are not intended to infringe any 
copyright or proprietary rights. Readers are advised to independently verify information before relying on it for any decision-
making

Rakesh Somaiya

Assurance & Advisory Partner

E: rakesh.somaiya@intricoadvisors.com

Abhishek Agarwal

Risk Advisory Partner

E: abhishek.agarwal@intricoadvisors.com
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