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GST Reform 2.0: A New Chapter in Consumption-Led Growth!  
 

The 56th GST council meeting was held on 3rd Sep’25. In a landmark move, the 
central government has rationalised the GST slabs from four to three, 
indicating an overall reduction in taxes on essential as well as aspirational 
goods. Now with GST 2.0 reforms, 12% and 28% categories have been 
scrapped, and the majority of the items are now under the 5% and 18% slabs. 
Some sin goods have been moved to the 40% category. On a positive side, Nil 
GST has been imposed on certain categories to boost the consumption in the 
economy. All the revised GST rates are applicable from 22nd Sep’25 onwards, 
the day marked with the first day of the Navratri festival. This reform aims to 
simplify the GST rates, ease compliance, create higher disposable income and 
stimulate long-term economic revival. 

 

A New Chapter in Consumption-Led Growth!  

The government has now shifted gears from Capex-oriented spending to 
consumption-led spending, starting from the FY26 Budget onwards. The past decade 
was defined by development-focused schemes, with the construction of roads, 
bridges, metro systems, and other infrastructure projects serving as benchmarks for 
the ruling party's success. Now, with the Feb’25 budget, more focus has been given 
to the rural masses and the middle class for spurring consumption via tax relief, 
indicating a shift in the economic regime. And now, GST 2.0 reforms are further 
strengthening the agenda of consumption pick-up moving forward. This consumption-
led growth will have a cascading effect on the economy and provide a much-needed 
boost to the private capex, which has been sluggish for several years. 

 

Macro-economic Impact of GST 2.0 

1) Impact will be broad-based: Unlike Income tax cuts, welfare schemes, and 
subsidies, the GST rate cut would benefit all sections of the household and 
impact a wider population, especially rural India and lower to medium-income 
households.  

2) It was a need of an Hour: Consumption patterns were clearly muted from the 
last 4-6 quarters, subdued due to multiple challenges like higher inflation, 
slowing urban demand, and slowing credit growth. Now with GST 2.0, a new leg 
of consumption-led growth opens the avenues of the multiplier effect in the 
economy.  

3) Prospects for the domestic economy to bounce back have improved 
further: Both the RBI and the government are providing support by front-
loading all the fiscal and monetary measures to the Indian economy. These are 
all pro-growth initiatives. These measures include a) A 50 bps CRR cut in 
Dec’24, b) A 100 bps rate cut till now, c) Improved bank liquidity, d) The RBI 
Dividend, e) A consumption boost provided in the budget, and f) An uptick in the 
government CAPEX spending. On top of this, the government has passed GST 
2.0 reforms. Collectively, all these indicate better days for the economy going 
ahead.  

4) Sectoral Impact: Rationalisation in GST is likely to benefit MSMEs, SMEs, 
Rural, and Urban consumption. It is also likely to improve the discretionary 
income for the masses, which will benefit the Consumer Discretionary sector 
and improve the credit growth, which has been sluggish since FY25. Some of 
the key sectors that could be key beneficiaries are: Insurance, Consumer 
Durable, Building Materials, Automobiles, Retail, Cement, FMCG, and Real 
Estate  

 

The market is likely to give a thumbs up to the recent development; however, the 
meaningful development in the operational performance of the Indian corporate is 
likely to come in H2FY26. Furthermore, the earnings of the Indian corporates are 
likely to revive from the second half onwards. Till then, the market will continue to 
closely watch key developments in the a) Macro economy, b) Tariffs, c) Bond Yields, 
d) Developments in the consumption trends and d) Flows. 

 

Our Positive GST 2.0 play (Coverage): Majority of FMCG companies, All Cement 
Companies, Maruti, TVS Motors, Hero Motocorp, UNO Minda, Trent, Avenue 
Supermart, Doms Industries, Relaxo, Westlife Foodworld, Inox Wind, SBI Life, Bajaj 
Finance and SBI Cards 
 

 

 Key Sectors to Watch 

✓ FMCG 

✓ Automobiles 

✓ Agriculture Equipment 

✓ Insurance 

✓ Cement 

✓ Consumer Durable 

✓ Apparel 

✓ Footwear 

✓ QSR 

✓ Retail 

✓ Stationery Retail 

✓ Textile 

 

Neeraj Chadawar 
Head of Research 

neeraj.chadawar@axissecurities.in 

 

 
 



 

  

 
   2 

Likely Beneficiary of GST 2.0: Key Sectors & Stocks 

Product Category Current Status 
Proposed Tax 

Change 
Impact 

BFSI    

Banks, NBFCs   

Consumption demand beneficiaries mainly include 
Bajaj Finance, SBI Cards 
 
Positive for Banks and NBFCs, with lower indirect 
tax burden and lower direct tax rate supporting 
consumption demand, thereby aiding credit growth. 

Insurance – Individual Health and Life 
Insurance 

18% 
NIL 

(Exempted) 

SBI Life, LIC, HDFC Life Insurance, ICICI Prudential 
Life Insurance, Max Life, Star Health, Niva Bupa and 
NIACL 

Building Materials    

Cement 28% 18% 
All Cement companies  
(Coverage & Non-Coverage) 

RMX 28% 18% 
All Cement companies  
(Coverage & Non-Coverage) 

Auto    

2w 
ICE 2Ws at 28% 

+ cess. 
18% for < 350cc 
40% for > 350cc 

Positive for Legacy players: Hero MotoCorp, Bajaj 
Auto, TVS Motor, Eicher Motors; Negative for pure-
play EV OEMs. 

3W 28% (ICE) 18% (ICE), Bajaj Auto, TVS Motor, M&M 

4W 

28% + cess (1% 
to 22%); luxury 
vehicles (+40%) 
with higher cess 

Small Cars - 
<1200cc Petrol 
and <1500cc 
diesel up to 

4000mm length. 
GST rate to be cut 
from 28% to 18%. 

Hybrid/CNG 
Passenger 

Vehicles (up to 
4000mm length & 

1200cc petrol / 
1500cc diesel 

engines) to be flat 
18%. 

Other Passenger 
Vehicles (any 

powertrain), like 
big cars, luxury 

cars and SUVs to 
attract 40%. 

Maruti Suzuki, M&M, Tata Motors, Hyundai 

CV 
28% 

(Hydrogen 
Vehicles  12%) 

18%; (Hydrogen 
Vehicles on fuel 
cell technology 

will be 5%) 

Ashok Leyland, VECV (Eicher), Tata Motors (CV), 
M&M, SML Izuzu. 

Tractors 
Road tractors: 

28%/ 
Others:12% 

Road tractors for 
semi-trailers with 
engine capacity 
>1800cc will be 
18%; other 5% 

Escorts, M&M, VST Tillers & Tractors. 
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Ancillary 
18% (most 

parts), 28% (e.g., 
tyres, batteries) 

New Pneumatic 
Tyres: 18%; 

Tractor 
Tyres/Tubes: 5% 

Endurance Tech, Uno Minda, Minda Corp, Sansera 
Engineering, SSWL, Exide, Amara Raja, Sona BLW, 
Greaves Cotton, Samvardhana Motherson, Motherson 
Wiring. 

*5% GST on EVs remain unchanged.    

Infrastructure & Construction    

Infrastructure & Construction 28% (Cement) 18% (Cement) 

Coverage: GR Infra, HG Infra, PNC Infratech, J 
Kumar Infraproject, Ahluwalia Contract,  
Non coverage: NCC Ltd, Ashoka Buildcon, Afcons 
Infrastructure 

Consumer Discretionary    

Hotels 

Up to Rs 
1,000/night – 
GST Exempt 
Rs 1,001–Rs 
7,500/night – 

12% (with ITC) 
Above Rs 

7,500/night – 
18% (with ITC) 

Up to Rs 
7,500/night – 5% 

(without ITC) 
Above Rs 

7,500/night – 
unchanged at 
18% (with ITC) 

Positive: Lemon Tree Hotels, as ~50% of revenue 
comes from room tariffs below Rs 7,500. 

QSR 

1) A 5% GST 
applies to most 

restaurant 
services, 

including dine-in 
and takeaway, 
when Input Tax 
Credit (ITC) is 

not claimed. This 
is the standard 
rate for casual 
dining outlets. 

 
2) An 18% GST 
is levied on food 

served in 
restaurants 
within hotels 
where room 

tariffs exceed Rs 
7,500/night and 
ITC is claimed. 

Stand-alone 
restaurants must 
continue to pay 

5% GST without 
ITC. Only 

restaurants 
within qualifying 

hotels can be 
treated as 
“specified 

premises (like 
hotels with room 

tariffs above 
Rs7,500 per 

night) to pay 18% 
GST with ITC. 

 

Westlife Foodworld Ltd, 
Jubliant Foodworld, Devyani International 

Footwear & Apparel up to Rs 1000 5% 5%  

Footwear & Apparel above Rs 1000 12% 

Now, Footwear 
and Apparel up to 
Rs 2500 will be 
taxed at 5% and 
Footwear and 

Apparel above Rs 
2,500 -taxed at 

18% 

Footwear Companies will be the beneficiaries, along 
with Retail companies Dmart, Trent, and V-mart.  

All categories of finished leather (bovine, 
sheep, lamb, chamois, patent, laminated, 
metallised, composition leather, etc.) 

12% 5% 

Significant relief for the leather industry, lowering 
raw material costs for footwear, handbags, and 

accessories. Boosts the competitiveness of Indian 
leather exports and supports domestic brands. 

Positive for companies like Relaxo, Bata India, Metro 
brands 

Consumer Durable    
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Air Conditioners 28% 18% Blue Star, Voltas, Havells 

 Washing Machines, TVs (above 32” 
including LED & LCD TVs), Dishwashers 

28% 18% Whirlpool, Havells, IFB Industries 

Fertilizers    

Key Inputs for fertilizers such as 
Sulphuric acid, Nitric Acid, Ammonia, etc. 

12% 5% 

Aarti Industries Ltd, Tata Chemicals, Gujarat State 
Fertilizers & Chemicals. Hindustan Zinc, Deepak 
Fertilizers, Rashtriya Chemicals and Fertilizers (RCF), 
National Fertilizers Ltd. (NFL) 

Commonly used fertilisers and crop 
protection products like urea, DAP, and 
Potash 

5% 

Rates remain 
unchanged, but 

are likely to 
benefit from lower 

input costs, the 
elimination of 
inverted duty 

correction, and 
increased 
demand in 
general. 

Dhanuka Agritech Ltd, PI Industries Ltd, Chmabal 
fertilisers, GNFC, Coromandel International, RCF, 
NFL 

Textiles    

Various input materials  12% 

Lower rate of 5%, 
also benefits from 
the correction of 
the inverted duty 

structure. 

Overall sector 

Cotton fibre, yarn 5% 5% Overall sector 

Synthetic yarn 12% 5% Sanathan Textiles 

Carpets and other textile floor coverings, 
etc. 

12% 5% Welspun Living 

Towels and Woven fabrics, and 
Technical Textiles 

12% 5% 
Welspun Living, Raymond, Arvind, Vardhman, Alok, 
Trident 

Readymade garments (MRP ≤ Rs 1000) 5% 5% NA 
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Readymade garments (MRP between Rs 
1000 and Rs 2500) 

12% 5% 
Page Industries, Vedant Fashions, KPR Mill, Arvind, 
Vardhman 

Readymade garments (MRP above Rs 
2500) 

12% 18% 
Negative Impact: Vedant Fashions, KPR Mill, Arvind, 
Vardhman 

Agri Equipment    

Irrigation equipment such as sprinklers, 
drip irrigation nozzles, etc. 

12% 5% Jain Irrigation 

Agricultural Machinery, including 
harvesting machinery, soil preparation 
equipment, etc. 

12% 5% Overall sector 

Power & Ancillaries    

Renewable Energy: 
 

1. Bio–Gas Plant 

2. Solar power-based devices 

3. Solar power generator 

4. Wind mills, Wind-operated 

electricity generator 

5. Waste-to-energy plants 

6. Solar lantern / Lamps 

7. Ocean waves/ tidal waves 

energy devices/plants 

8. Photovoltaic cells 

12% 5% 

Positive for overall renewable space with potential 
increase in investments in the sector, including Solar, 
Wind and Hydro Space. 
 
Potential beneficiaries: Inox Wind, JSW Energy, 
Suzlon Energy, Waaaree Energies, Premier Energies, 
Vikram Solar 

FMCG    

 
Sauces, Ice Cream, Pasta, Instant 
Noodles, Vegetables, Saps and Extracts, 
Chocolate, Coffee, Preserved Meat, 
Talcum Powder, Hair Oil and Shampoo, 
Toothpaste 

18% 5% 

Significant reduction in tax burden. 
These items will become far more affordable for 
consumers. 
FMCG companies (Nestlé, HUL, ITC, Britannia, 
etc.) could see higher demand volumes due to 
lower retail prices. 
Positive for discretionary consumption. 
Non-coverage companies like Emami, Godrej 
Consumer, Patanjali, and Marico would be 
beneficiaries. 

 
Namkeen, Bhujia, Pre-packaged food 
item, Condensed Milk, Butter & Ghee, 
Cheese, Dried Fruits, Frozen Vegetables, 
Dried Nuts, Almonds, Animal Fats, Citrus 
Fruits Like Oranges, Mangoes, Avocados 

12% 5% 
Positive for Bikaji, and From Coverage - Britannia, 
ITC and other packaged food companies. 

 
Ultra high temperature Milk, Paneer, All 
Indian Breads 
 

5% NIL Positive for Nestle and all dairy companies 

Luxury Items, alcohol, Soft Drinks, Fast 
Food, Sugar and Tobacco Products 

40% 

GST and cess on 
gutkha and 
tobacco will 

remain 
unchanged, as 
collections from 
these sin goods 

are earmarked to 
repay past 

Neutral For ITC 
 
Non-coverage companies like Godfrey Phillips, VST 
Industries, and DS Group- the tax burden remains 
unchanged. 
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compensation-
cess borrowings. 
Rates will only be 

reviewed once 
these liabilities 

are fully 
discharged. 

Pencils, Paper Stationery Kits (boxes, 
pouches, wallets, compendiums 
containing assorted paper stationery) 

12% 5% 

Stationery sets become cheaper, supporting 
affordability for students and offices. Boost for 
organised stationery makers, DOMS from coverage 
and from non-coverage - Navneet Education, ITC – 
Classmate. 

Erasers 5% NIL 
Relief in school/stationery costs, benefiting low-
income households; positive for stationery companies 
like DOMS 

Notebooks & Exercise Books (incl. graph 
books, lab notebooks) 

12% NIL Positive for DOMS 

Aerated/flavoured/sweetened waters (like 
colas, sweetened soda, energy drinks) 

28% 40% 
Much costlier. From Coverage-Negative for Varun 
Beverages, and from Non-Coverage, it's negative for 
Coca-Cola, Parle Agro, etc. 

Other non-alcoholic beverages (juices, 
sports drinks, iced tea, mocktails, etc.) 

18% 40% 
Sharp increase in effective tax. Premium juices, health 
drinks, and energy/sports beverages will see higher 
prices, which may hurt demand. 

Note: Companies under our coverage are marked in green.  
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Disclaimer 

 

Axis Securities Limited is a subsidiary company of Axis Bank Ltd. Axis Bank Ltd. is a listed public company and one of India’s largest private sector banks, and has its 

various subsidiaries engaged in businesses of Asset management, NBFC, Merchant Banking, Trusteeship, Venture Capital, Stock Broking, the details in respect of 

which are available on www.axisbank.com. 

 

Axis Securities Limited, is registered as a 

• Stock Broker, Depository Participant, Portfolio Manager, Investment Adviser and Research Analyst with the Securities and Exchange Board of India 

• Corporate Agent with Insurance Regulatory and Development Authority of India 

• Point of Presence with Pension Fund Regulatory and Development Authority  

• Distributor for Mutual Funds with AMFI 

 

Registration Details: 

 

SEBI Single Reg. No.- NSE, BSE, MSEI, MCX & NCDEX – INZ000161633 | SEBI Depository Participant Reg. No. IN-DP-403-2019 | Portfolio Manager Reg. No.- 

INP000000654 | Investment Advisor Reg No. INA000000615 | SEBI-Research Analyst Reg. No. INH000000297 | IRDA Corporate Agent (Composite) Reg. No. 

CA0073|  PFRDA – POP Reg. No. POP387122023 | Mutual Fund Distributor ARN- 64610.  

 

Compliance Officer Details: Name – Mr. Rajiv Kejriwal, Tel No. – 022-68555574, Email id – compliance.officer@axisdirect.in.;  

 

Registered Office Address – Axis Securities Limited, Unit No.002, Building- A, Agastya Corporate Park, Piramal Realty, Kamani Junction, Kurla (W), Mumbai – 
400070. 

 

Administrative office address: Axis Securities Limited, Aurum Q Parć, Q2 Building, Unit No. 1001, 10th Floor, Level – 6, Plot No. 4/1 TTC, Thane – Belapur Road, 

Ghansoli, Navi Mumbai, Pin Code – 400710. 

 

In case of any grievances please call us at 022-40508080 or write to us helpdesk@axisdirect.in. 

 

We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered in last five years. 

However, SEBI, Exchanges, Clearing Corporations and Depositories etc. have conducted the routine inspection and based on their observations have issued 

advise/warning/show cause notices/deficiency letters/ or levied penalty or imposed charges for certain deviations observed in inspections or in normal course of 

business, as a Stock Broker / Depository Participant/Portfolio Manager. We have not been debarred from doing business by any Stock Exchange / SEBI or any other 

authorities; nor has our certificate of registration been cancelled by SEBI at any point of time. 

 

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.  

By referring to any particular sector, Axis Securities does not provide any promise or assurance of favourable view for a particular industry or sector or business group 

in any manner.  

 

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance of the intermediary or provide any 

assurance of returns to investors. None of the research recommendations promise or guarantee any assured, minimum or risk-free return to the investors. Our 

research should not be considered as an advertisement or advice, professional or otherwise. This research report and its respective content by Axis Securities made 

available on this page or otherwise do not constitute an offer to sell or purchase or subscribe for any securities or solicitation of any investments or investment 

services for the residents of Canada and / or USA or any jurisdiction where such an offer or solicitation would be illegal. 

 

Subject company(ies) may have been client during twelve months preceding the date of distribution of the research report. Derivatives are a sophisticated investment 

device. The investor is requested to take into consideration all the risk factors before actually trading in derivative contracts. 

 

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding 

future performance. Information, opinions and estimates contained in this report reflect a judgment of its original date of publication by ASL and are subject to change 

without notice. The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of 

securities and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or 

financial instruments. 

 

The information and opinions in this report have been prepared by Axis Securities and are subject to change without any notice. The report and information contained 

herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to 

any other person or to the media or reproduced in any form, without prior written consent of Axis Securities. The report must not be used as a singular basis of any 

investment decision. The views herein are of a general nature and do not consider the risk appetite, investment objective or the particular circumstances of an 

individual investor. The investor is requested to take into consideration all the risk factors including their financial condition, suitability to risk return profile and the like 

and take professional advice before investing. 

 

While we would endeavour to update the information herein on a reasonable basis, Axis Securities is under no obligation to update or keep the information current. 

Also, there may be regulatory, compliance or other reasons that may prevent Axis Securities from doing so. Non-rated securities indicate that rating on a particular 

security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or Axis Securities policies, in circumstances where 

Axis Securities might be acting in an advisory capacity to this company, or in certain other circumstances.  

 

This report is based on information obtained in good faith from public sources and sources believed to be reliable, but no independent verification has been made nor 

is its accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer 

document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not 

all customers may receive this report at the same time. Axis Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this 

report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific 

circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, 

based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent 

judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in 

interest rates, foreign exchange rates or any other reason. Axis Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of 

this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks 

associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not 

predictions and may be subject to change without notice. Axis Securities or its associates might have managed or co-managed public offering of securities for the 

subject company or might have been mandated by the subject company for any other assignment in the past twelve months. Axis Securities or its associates might 

have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in 

respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a 

merger or specific transaction. Axis Securities or its associates might have received any compensation for products or services other than investment banking or 

mailto:compliance.officer@axisdirect.in
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merchant banking or brokerage services from the companies mentioned in the report in the past twelve months. Axis Securities encourages independence in 

research report preparation and strives to minimize conflict in preparation of research report. Axis Securities or its associates or its analysts did not receive any 

compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither 

Axis Securities nor Research Analysts and / or their relatives have any material conflict of interest at the time of publication of this report. Please note that Axis 

Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the Research team and all its activities are segregated from Research 

activities. The proprietary desk operates independently, potentially leading to investment decisions that may deviate from research views. 

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

Research Analyst may have served as an officer, director or employee of subject company(ies). Axis Securities or Research Analysts or their relatives do not own 1% 

or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of the research report. Since 

associates of Axis Securities and Axis Securities as an entity are engaged in various financial service businesses, they might have financial interests or 

actual/beneficial ownership of one percent or more or other material conflict of interest in various companies including the subject company/companies mentioned in 

this report. Axis Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. 

Certain transactions -including those involving futures, options and other derivatives as well as non-investment grade securities - involve substantial risk and are not 

suitable for all investors. Reports based on technical analysis centres on studying charts of a stock'sprice movement and trading volume, as opposed to focusing on a 

company's fundamentals and as such, may not match with a report on a company's fundamentals. 

We and our affiliates/associates, officers, 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 securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn 

brokerage or other compensation or act as a market maker in the financial instruments of the subject company/company (ies) discussed herein or act as advisor or 

lender / borrower to such company (ies) or have other potential/material conflict of interest with respect to any recommendation and related information and opinions 

at the time of publication of Research Report or at the time of public appearance. Axis Securities may have proprietary long/short position in the above mentioned 

scrip(s) and therefore may be considered as interested. This should not be construed as invitation or solicitation to do business with Axis Securities. Axis Securities is 

also a Portfolio Manager. Portfolio Management Team (PMS) takes its investment decisions independent of the PCG research and accordingly PMS may have 

positions contrary to the PCG research recommendation.  
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