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FY27 budget—focus on manufacturing, employment and economic security

We found the FY27 union budget forward looking and strategic, one that is aimed at sustaining growth, generating
employment and building economic resiliency, keeping in mind the changing geopolitical context in terms of ongoing trade
fragmentation and supply-chain reorganization.

Manufacturing growth and supply chain resiliency remain key strategic priorities, as evidenced by the following budget
proposals:

1. Electronic component manufacturing scheme or ECMS—allocation raised to INR 400bn in FY27BE from INR 239bn in
FY26RE. Note BE is budget estimate and RE is revised estimate

2. Outlay for ISM 1.0 (Semiconductor Mission) raised to INR 80bn vs 53bn in FY26RE. ISM 2.0 announced with initial outlay
of INR 10bn

3. Import duty (BCD) exemptions on capital goods—extended till 2035 for nuclear power, introduced for manufacturing of
Lithium-lon batteries

4. Support announced for other key industries such as: (a) Bio-pharma; (b) Chemical; (c) Rare Earths; (d) Construction and
Infra Equipment or CIE; and (e) Container manufacturing

5. Carbon Capture Utilization and Storage (CCUS)—INR 200bn allocated for 5 years

6. Data Centers—foreign companies providing cloud services globally to get 20-year tax holiday

The budget also included several proposals to boost labor-intensive manufacturing, as well as service sector employment in
areas such as Healthcare, Education, Sports, Culture and Tourism. Select proposals include:

1. Textiles—allocation of INR 15bn towards mega textile parks, natural fibers, capital support for modernization etc.

2. Sports goods and equipment—proposal to boost R&D, Design, Testing and Manufacturing

3. A new National Institute of Design, 5 University Townships with state govt. support, content creator labs in 15,000
secondary schools and 500 colleges

4. Healthcare—launch of 5 medical tourism hubs in PPP mode, training of 150,000 care-givers, scaling up availability of
veterinary professionals by more than 20,000

5. Culture and Tourism—pilot scheme for upskilling 10,000 guides in 20 iconic tourist sites, develop 15 archaeological sites,
set up a National Institute of Hospitality

6. Sports—development of sports infrastructure, talent and coaching development

Employment generation in the above domains could help partially offset any impact of Al on more cognitive jobs.
The budget math—prudent and pragmatic

The government has budgeted a slower pace of fiscal consolidation in FY27BE vs FY26RE. Gross Fiscal Deficit or GFD is
budgeted to grow at 9% yoy to INR 17tn, and thus a Nominal GDP growth of 10% in FY27BE would result in GFD/GDP coming
down to 4.3% from 4.4%. Of the 1.37tn yoy absolute increase in FY27BE GFD, about 95% comes from higher interest
expenses. The primary deficit [GFD less interest expenses] is broadly stable at around INR 2.9tn, as the increase in Receipts
(+2.5tn) broadly matches with the budgeted increase in non-interest expenditure (+2.6tn).

Receipts: Budgeted growth of 7.2% in total receipts is based on 7.2% growth in net taxes and flat non-tax receipts. Net tax
growth 7.2% assumes 12.5% growth in personal income taxes (including capital gains and STT), which appears realistic given
historical tax buoyancy of 1.2x on average. Indirect taxes show a modest growth of 2.3% vs FY26RE, driven by full-year
impact of GST rate cuts and elimination of Compensation Cess. Excise duty shows 16% growth, likely boosted by an increase
in excise duty on cigarettes. Divestment target has been raised to INR 800bn from 338bn in FY26RE (470bn in FY26BE); this
may be on the higher side, given government’s below-par track record historically.

Expenditure: Government has kept revenue expenditure or Revex on a tight leash, with a budgeted growth of 4.9% (vs 4.4%
in FY26RE). Capex growth of 11.5% is slightly ahead of NGDP growth, with Capex-to-GDP ratio broadly flat at yoy at 3.1%.
However, capex-mix has improved in favor of Defense (17% growth) and Loans to States (+33%), while capex on
Roads/Highways/Railways is seen to be growing at 8-10%. Interest expense-to-GDP continues to be rather sticky at 3.6% vs
3.6% in the current fiscal.
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Summary of Budget [Source: Union Budget documents]
India Union Budget FY27 (INR trillions)

Particulars FY26RE FY27BE Change (INR tn) Change (%)
Receipts

Net tax receipts 26.7 28.7 1.9 7.2
Non tax receipts 6.7 6.7 (0.0) (0.2)
Capital receipts incl. divestments 0.6 1.2 0.5 85.0
Total Receipts 34.1 36.5 2.5 7.2
Expenditure

Revex (ex-interest) 25.9 27.2 1.3 4.9
Capex 11.0 12.2 1.3 11.5
Interest 12.7 14.0 1.3 10.2
Total Expenditure 49.6 53.5 3.8 7.7
Gross Fiscal Deficit [GFD] 15 6 17 0 1.4 8.8

GFD/GDP (%)

Primary Deficit [PD] ““__
PD/GDP (%)
Nominal GDP 357.1 393.0 35.9 10.0

The union government has reiterated its focus on continuously bringing down the Debt/GDP ratio from 56.1% in FY26RE to
around 50% by FY31. This should happen, as long as the Primary Deficit (budgeted at 1.3% of debt for FY27) + Borrowing
Cost (6.5% currently) remain below the N-GDP growth rate. The FY27BE Debt/GDP ratio has been pegged at 55.6%, which
implies an annual fiscal consolidation of around 10-20bps in GFD/GDP for attaining the FY31 target of 50% debt/GDP.

Negative sentiment post-budget offset by India-US trade deal

Market sentiment turned negative post budget, because of: (1) unexpected hikes in securities transaction tax or STT rates on
F&O trades, despite a positive announcement of tax rationalization on share buybacks; (2) expectations in some sections of
the market about a reduction capital gains tax on equities, which were belied; and (3) lack of near-term measures to boost
private corporate capex.

Nonetheless, after the budget, the US and India announced a ‘trade deal’ with reduced tariff rates. The 25% Russian oil
penalty on Indian goods is removed immediately, while the reciprocal tariff rate of 25% will be brought down to 18% subject
to successful conclusion of the Interim Agreement. This has partly sweetened the sour sentiment, resulting in a sharp
recovery in the markets and in the Indian Rupee. While details of deal-contours are awaited, the announcement is
incrementally positive for GDP growth. In fact, despite relatively high real interest rates (on recent inflation), the RBI did not
cut the repo rate in its latest monetary policy meeting (6th Feb), based on a better growth outlook, and higher inflation
forecasts driven by increase in precious metal prices and normalization of base-effect in case of food inflation. We see scope
for one additional 25bps rate cut in 2026. In our view, the RBI may be keeping some ammunition, should growth turn out
softer because of weak monsoons or any other factors. We note bank credit growth has already seen a handsome recovery
at 13.1% yoy as of mid-January, after being range-bound at 9.5-10.0% for much of the first half (1HFY26).

US Tariffs Reciprocal Tariff Rate - Exports to US
20
19 19 19 19 19
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Source: Broker Report 3
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Back to basics—earnings growth recovery, cost of capital and valuations
Even as a recovery in corporate profit growth is underway, the market’s valuation multiples are not Inexpensive.

At Nifty-50 index value of 25,700, its valuation at 21x 1-yr forward ‘EPS’ is ahead of the 10-yr average multiple (=20x).
Valuations are adequately discounting medium-term earnings trajectory (low-to-mid teens CAGR), expected by us. Further,
valuation multiples face headwind from sticky and possibly rising cost of capital — as India 10-year G-Sec yields have risen by
50bps from 6.25% in May’25 to 6.75% currently. This has been driven by FPI outflows from debt markets (INR depreciation
in 2H25) and rising fiscal strain as recently evidenced by higher-than-expected gross borrowing program of INR 17.2tn for
FY27BE vs 14.2tn for FY26RE. We therefore see dim chances of any valuation re-rating this year. As such, index returns
would largely follow earnings compounding rate in our view.

Looking at the flows, while domestic MF equity inflows remain strong at around INR300bn per month led by SIPs, the FPI
outflows continue to be a drag on market performance. FPI outflows of US$18.8bn in 2025 were driven by India’s slower
earnings growth, lack of Al trade/narrative, INR depreciation, and India’s excessive valuation-premium over MSCI-EM
relative to history. MSCl-India TR Index had its worst year of underperformance relative to the MSCI-EM TR index, at 30% in
2025 (in USD-terms), and yet India’s valuation premium has not reverted / normalized to historical levels. As such, FPI
outflows are likely to remain a hurdle for the market in 2026 as well, potentially leading to another year of relative under-
performance vs EM equities.

Our portfolios remain skewed towards credit, consumption, internet and select outsourcing plays

Given the backdrop of improving credit growth and consumption stimulus, we remain positively biased towards private
banks and select NBFCs. We believe banks are a solid way to play domestic consumption/industrial demand recovery in
India; they also provide proxy exposure to the real estate sector. We also have select exposure to life insurance—secular
compounding stories with reasonable valuations. Within Consumption, we own select consumer staple stocks having higher
discretionary sales mix and the potential for above-average earnings compounding, driven by double-digit topline growth as
well as margin expansion. We are however, a lot more bullish on pure consumer discretionary names having significant
moats, in segments like consumer durables, branded apparel retail, alcoholic beverages, and auto OEMs & ancillaries. We
also like new age / internet businesses, mainly consumer-tech and select fin-tech plays. These companies have large
addressable markets, stellar track record of execution, and sustainable competitive moats.

In summary, our portfolios are skewed towards companies that will likely witness greater earnings acceleration over the
next two years, fueled by recovery in credit growth (including consumer proxies), recovery in consumption (across staples,
durables and discretionary), and recovery in export/outsourcing growth. We continue to maintain our disciplined stock
selection process to ensure long term, sustainable returns for our investors.

Happy Investing

Pankaj Murarka
Founder & CIO
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Inception Date: 1%t January 2018
Data as on 315t January 2026

Investment Strategy Portfolio Capitalization
&> Large cap strategy Iﬁ

<> Blend of growth & quality

&> Diversified portfolio of 25 - 30 stocks

<> High conviction ideas

Investing across businesses which are at different stages

of their business lifecycle m Large Cap ® Mid Cap ® Small Cap = Cash

Top Holdings Top Sectors

Company Weight (%) Sector Weight (%)

. HDFC Bank Ltd 793 EN B PX!

(CCiBankld 616 | InformationTechnology | 1769
TechMahindraltd 603 | ConsumerDiscretionary 1289
nfosysted 1 575 Industrials 589
Reliance IndustriesLtd 517 . Pharma&Chemicals 541

Portfolio — Fundamental Attributes Portfolio — Risk Attributes*

Particular FY25 FY26E FY27E
PAT Growth (%) 11.4 10.4 15.3 .Standard Deviation (%) 21.83 2043
roepy s e 10 R
................................................................................................................................. Beta

P/E 23.8 21.6 R
Treynors Ratio (%)

PEG 209 207 122 InformationRato | 030 .
frvsssssesssseses s nssssssssssssse s bssssssssssssssesssssssssbsssssssssenseesssssssnd hessssssssssssssssssssess s sssssssssssssssssessss s assssssssssess s ssssssssssshassenes gy

Financial Year Returns Periodic Returns

FY25 26 YTD
Q'FYEZ.EE """"""""""""""""""
Fv2324  3802%  30.08%

‘FY22-23

The performance related information provided herein is not verified by SEBI.
Returns are for all clients on TWRR basis
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Investment Philosophy

Sustainable Quality Growth At Reasonable Price (SQGARP)™

Growth Price

=

Sustainability Quality

Superior quality businesses as
demonstrated by Competitive
edge, Pricing power ,ROE, FCF.
Good quality and competent
quality and competent
Management teams.

Business that can deliver Ability to invest at reasonable

Superior growth over valuations. Fair value

Medium term to long approach to

term violation, focus on economic
value of business.

Companies with
sustainable and Durable
business models.

Statutory Details

Renaissance Investment Mangers Private Limited (“RIMPL”) is registered under SEBI (Portfolio Managers) Regulations, 1993 as a Portfolio
Manager vide Registration No. INPO00005455. RIMPL is also an Investment Manager to Renaissance Alternate Investment Fund— Category
Il which is registered with SEBI as Alternate Investment Fund under SEBI (Alternative Investment Funds) Regulations, 2012 vide
Registration No: IN/AIF3/18-19/0549.

Disclaimer

The Fund/strategy returns are of a Model Client. The performance related information provided herein is not verified by SEBI. The
performance of the stock across Individual portfolios may vary significantly from the data depicted above. Returns of individual client may
differ depending on timing of entry and exit, timing of additional flows and redemptions, individual client mandates, specific portfolio
construction characteristics or structural parameters which may have a bearing on individual portfolio performance. No claims may be
made or entertained for any variances between the above performance depictions and that of the stock within individual client portfolios.
Neither RIMPL, nor the Fund/Asset Management Company, its Directors, employees or Sponsors shall in any way be liable for any
variation noticed in the returns of individual portfolios. Performance related information provided herein is not verified by SEBI.

Performance of RIMPL shall have no bearing on the expected performance of the fund/strategy. Past performance of the financial
products, instruments and the portfolio may or may not be sustained in future and should not be used as a basis for comparison with
other investments. Fund/Strategy returns shown above are post fees & expenses. Clients are not being offered any guaranteed/assured
returns. The stocks / sectors mentioned hereinabove should not be construed as an investment advice or a forecast of their exp_ected
future performance. These stocks / sectors may or may not form part of the portfolio in future.

Risk Factors

Investing in securities involves certain risks and considerations associated generally with making investments in securities. The value of the
portfolio investments may be affected generally by factors affecting financial markets, such as price and volume, volatility in interest rates,
currency exchange rates, changes in regulatory and administrative policies of the Government or any other appropriate authority
(including tax laws) or other political and economic developments. Consequently, there can be no assurance that the objective of the
Portfolio would be achieved. Prospective investors are advised to review the Disclosure Document, PPM and/or, Client Agreement, and
other related documents carefully and in its entirety and consult their legal, tax and financial advisors to determine possible legal, tax and
financial or any other consequences of investing under this Portfolio, before making an investment decision. RIMPL is not liable or
responsible for any loss or shortfall resulting from the operation of the scheme. This document represents the views of Renaissance
Investment Mangers Private Limited and must not be taken as the basis for an investment decision. Neither Renaissance Investment
Mangers Private Limited nor its affiliates, its Directors or associates shall be liable for any damages including lost revenue or lost profits
that may arise from the use of the information contained herein. No representation or warranty is made as to the accuracy, completeness
or fairness of the information and opinions contained herein. RIMPL reserves the right to make modifications and alterations to this
statement as may be required from time to time.
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