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Exhibit 1: Stronger the government sharper
the reform momentum

Source: Indian Express

       decisive electoral 
mandate for the BJP in 
West Bengal, along with 
consolidation in Assam, 
could improve market 
sentiment and potentially 
accelerate reform 
momentum. The broader 
market may look through 
weak earnings momentum, 
impending margin 
pressures, and slower than 
expected GDP growth if a 
strong political mandate 
translates into faster and 
more decisive reforms. This, 
combined with easing 
tensions in West Asia, could 
bring some relief to energy 
prices, help ease pressure 
on bond yields, and support 
the INR, in our view.

A

The Intersection of Politics and Market Dynamics

Such major political developments often carry 
long lasting implications for regional economies 
and broader stock market performance. West 
Bengal currently stands as India’s sixth largest 
state economy, generating a Gross State Domestic
Product (GSDP) of approximately INR 20.3 trillion 
FY 2026E. This aggregate output represents about 
5–6% of India’s total GDP.

However, the state struggles significantly on an 
individual wealth basis. West Bengal has slipped 

to 24th nationally (exhibit 2) in per capita GDP 
(from 15th in 2011), at roughly INR 163,000, a level 
that is materially below the national average of 
INR ~2,34,000 (source: MoSPI). 

This disparity highlights a classic economic 
paradox: while aggregate output is large due to 
population size and historical industrial bases, 
wealth distribution and individual productivity 
remain severely constrained.
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Exhibit 2: Per Capita Income of Indian states

Per Capita Income FY 2024-25 (Amount in '000)

Source: Economic Survey 2025-26, Ministry of Statistics and Programme Implementation (MoSPI)       

The Legacy of Fragmentation: How Land Reforms Stifled Industry

West Bengal urgently needs land and labour 
reforms and this huge political mandate in favor 
of centre will bring a lot of attention in coming 
years. In India, land is a state subject and labour is 
a concurrent subject (shared by the Centre and 
the states). During its 34-year rule from 1977 to 
2011, the Left Front government made aggressive 
land reform its central political agenda by enforcing 
strict land ceilings. The state systematically vested 
surplus land and redistributed it to landless 
labourers, marginal farmers, and disadvantaged 

households, creating millions of micro- 
landholdings. While these socialist policies 
successfully secured political power for decades, 
this extreme fragmentation made it virtually 
impossible for companies to acquire and 
consolidate the large land parcels required for 
manufacturing facilities. Consequently, this 
structural bottleneck drove private capital away 
and caused West Bengal to steadily lose its 
historical industrial leadership.
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Exhibit 3: Average land size of operational holdings by state

Source: Agriculture Census 2015-16, Department of Agriculture & Farmers Welfare  

1 Ministry of MSME, Udyam Registration Portal. 2 ibid.

The Shift to a Fragmented Economy
During the British Raj, West Bengal stood as 
the most industrialized state in India, driving 
massive economic output through large-scale 
manufacturing. Today, the state’s economic 
engine and employment landscape revolves 
almost entirely around agriculture and Micro, 
Small, and Medium Enterprises (MSMEs). West 
Bengal currently hosts approximately 14% of 
India’s total MSMEs1 and accounts for about 13% 
of the nation's MSME employment2. This highly 
fragmented corporate structure creates severe 
structural challenges. Small enterprises frequently
lack the capital required to invest in advanced 
technology, resulting in significant operational 
inefficiencies and a severe lack of industrial scale.

Policy Shifts and Governance
The BJP’s political manifesto for West Bengal 
includes freebies as well as some reforms. On the 
welfare side, the platform promises a monthly 
stipend of INR 3,000 for women and unemployed 
youth. This is paired with governance promises, 
including the implementation of the 7th Pay 

Average Holding Size (Ha)

Commission, clearance of Dearness Allowance 
arrears, police modernization, and the introduction 
of a Uniform Civil Code. 

A core strategy involves monetizing West Bengal’s 
expansive coastline, river networks, and skilled 
marine workforce to drive new commercial 
revenue streams. The manifesto also outlines a 
strong pro-industry pitch focused on infrastructure 
development and better alignment between the 
central and state governments. 

Implementing these policies poses challenges 
because West Bengal’s balance sheet is already 
heavily distressed with fiscal deficit running as 
high as 3.6% with Debt to State GDP of 38% 
(average 28% in Indian states) far higher than 
desired. With virtually no fiscal headroom for 
additional welfare spending, executing these 
promises would require careful financial 
maneuvering and heavy reliance on central 
government funding. Real estate developers, port 
operators, power producers, shipbuilding firms, 
and Engineering, Procurement, and Construction 
(EPC) companies would be the primary 
beneficiaries of a renewed capital expenditure 
cycle, in our view.
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Market Outlook
The economic shock due to Iran-US war has 
led to significant deterioration in India’s macro 
parameters. CYTD the Brent oil price has averaged 
USD 101/bbl since the war between Iran and USA 
broke out on 28th February 2026, versus average of 
USD 68/bbl in 2025 for the full year. The INR too 
depreciated 4.3% CYTD 2026, exaggerating the 
import bill. FPIs have too sold a record USD 21.6 bn 
in the first 4 months of the year, which is more than 
USD 18.8 bn for the entire 2025.

Macro: If elevated oil prices persist, India's real GDP 
growth could moderate between 6.3–7.0% in our 
view, depending on how long the war lasts. The 
silver lining is that higher inflation could push 
the nominal GDP growth of 11–12% on the back of 
higher inflation (versus ~10% expected in the 
budget). This could support tax collections and 
partly cushion the debt-to-GDP and fiscal deficit 
ratios. However, the subsidy burden—government 
budgeted at INR 4.1 trillion for FY27—could rise 
sharply if the war drags on, as the budget assumes 
oil prices of around USD 75/bbl. The government 
has some headroom to offset this by curtailing 
certain capital expenditure spending, receiving 
higher-than-expected RBI dividends, and 
accelerating disinvestment and divestment plans.

Quality of growth deteriorating: Despite 
stagnant real wage growth and household savings 
at multi- decade lows, consumption in India has 
remained resilient even amid elevated inflation. We 
attribute this to four key factors: (1) a strong wealth 
effect from buoyant equity markets and rising gold 
prices; (2) GST-led formalization and stability; (3) 
sizable Direct Benefit Transfers nearing INR 7 trillion 
in FY 2027E (including INR 4.1 trillion of central 
government subsidies); and (4) precautionary 
pre-buying and inventory stocking amid 
war-related inflation risks.

Corporate earnings in Q4 still resilient: The 
government has largely shielded consumers from 
higher prices, barring LPG hikes for commercial 
users. The retail fuel prices have remained largely 
stagnant since last few years despite significantly 
higher import bills similarly the fertilizer prices have 
shot up in the international market but the 
government has been subsidizing it. Similarly the 
recent announcement of Emergency Credit Line 
Guarantee Scheme (ECLGS 5.0) envisages to 

provide emergency working capital liquidity of ~ INR 
2.55 trn in aggregate to businesses facing stress 
from external geopolitical shocks, primarily the 
West Asia conflict.

In contrast, consumer companies—including FMCG 
and discretionary players—have taken price hikes 
despite margins hovering near multi-decade highs 
and have been guiding for further price hikes in 
coming quarters. A weaker INR has supported 
export-oriented companies and aided import 
substitution. We expect earnings downgrades over 
the next couple of quarters as rising cost pressures 
are reflected in corporate cost structures and 
demand slows, especially as pre-buying fades.

Sector Preference: We believe the impact of the 
war is yet to be fully reflected in corporate earnings, 
inflation, and valuations. That said, it is 
commendable that, despite these challenges, the 
Indian economy has weathered the situation better 
than expected so far. We continue to believe that 
India needs hard- hitting reforms to accelerate 
capex and deregulate the economy to attract 
foreign capital; otherwise, equity market upside will 
remain limited and could result in disappointment 
on the earnings and valuation front.

• We remain largely diversified, with a clear focus 
on sectors benefiting from policy and political 
tailwinds. We continue to favor power, cables 
and wires, EMS, defense sectors, along with 
pharma as a defensive play.

• Overall, we remain neutral on the financial sector 
with some good bottom up opportunities in small 
finance companies and select few large cap 
banks. Valuation is reasonable and selective 
buying opportunities have emerged.

• The outlook for the IT sector remains challenging; 
however, selective value-buying opportunities 
may emerge over the coming quarters.

• Electronic manufacturing remains our preferred 
manufacturing bet, supported by a structurally 
positive long-term outlook.

• We believe auto-sector tailwinds are here to 
stay and recommend a buy on dips strategy. The 
upcoming monsoon season will be crucial, 
followed by the wedding and festive season 
ahead of the Uttar Pradesh elections in early 
2027 and the implementation of the 8th Pay 
Commission.
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About Us

This Market Outlook or “Document” has been 
prepared and issued by Bajaj Alternate Investment 
Management Limited (“BAIML” or “the Company”), a 
company incorporated under the Companies Act, 2013 
with CIN U66309PN2025PLC245747. BAIML is a wholly 
owned subsidiary of Bajaj Finserv Limited (“BFS”), a 
publicly listed company in India, and forms part of the 
Bajaj Finserv group, whose businesses span 
non-banking financial services, lending, insurance, 
asset management and allied financial services 
through various regulated entities and subsidiaries.

BAIML is presently engaged in the process of 
expanding its operational scope and is pursuing 
requisite authorizations to enable the conduct of 
regulated management activities. BAIML is registered 
as a Portfolio Manager with the Securities Exchange 
Board of India (“SEBI”) bearing registration number 
INP000009904 and in the process of  obtaining other 
relevant registrations, licences and approvals from 
SEBI for launching and managing alternative 
investment funds. Recipients are hereby advised that 
all initiatives remain subject to regulatory clearance, 
and no regulated services shall be offered or performed
prior to receipt of the necessary authorizations. 

Disclaimer

This Document has been prepared solely for informational, 
awareness and discussion purposes and should not be 
deemed to constitute or form part of any offer, invitation, 
solicitation, advertisement or recommendation to buy, sell or 
subscribe to any securities, units or interests in any fund, 
scheme or investment vehicle, nor shall it or any part of it or 
the fact of its distribution form the basis of, or be relied upon 
in connection with, any contract or commitment therefor. 

The contents of this Document shall not constitute an 
investment advice, legal advice, tax advice, accounting 
advice or any other form of professional advice and should 
not be relied upon as the sole basis for making any 
investment decision. Prospective investors must make their 
own assessment of the relevance, accuracy and adequacy of 
the information contained herein and are advised to conduct 
their own independent analysis and seek advice from their 
own financial, legal, tax and regulatory advisors prior to 
making any investment decision.

The information contained in this Document is based on 
publicly available information and internal analyses believed 
to be reasonable as of the date of preparation. However, 
no independent verification has been made, and no 
representation, warranty, guarantee or undertaking, express 

or implied, is made as to the accuracy, completeness, 
correctness or fairness of the information, estimates, 
projections or opinions contained herein. The information and 
opinions expressed in this Document are subject to change 
without notice, and BAIML does not undertake any obligation 
to update or revise this Document.

This Document may contain forward-looking statements, 
including statements regarding intent, strategy, objectives, 
market opportunities or expected performance. Such 
statements are not guarantees of future performance and 
involve risks, uncertainties and assumptions. Actual 
outcomes may differ materially from those expressed or 
implied. Any opinion, estimate or projection constitutes a 
judgment as of the date of this Document. Past performance 
is not indicative of future results.

BAIML, BFS and their respective directors, officers, 
employees, affiliates and group companies may, from time to 
time, have interests, positions or exposures in the securities, 
instruments or entities referred to in this Document, or may 
provide advisory, investment management, financing or 
other services to such entities, which may give rise to 
potential conflicts of interest.

To the fullest extent permitted by law, BAIML, BFS and their 
respective affiliates disclaim all liability for any loss or damage 
whatsoever arising out of or in connection with the use of, 
reliance upon, or inability to use this Document or its 
contents. Neither the BIAML nor its affiliates or their partners, 
directors, employees, agents, group companies, or 
representatives, shall be responsible or liable in any manner, 
directly or indirectly, for views or opinions expressed in this 
analysis or the contents or any systemic errors or 
discrepancies or for any decisions or actions taken in reliance 
on the analysis. BAIML does not take any responsibility for any 
clerical, computational, systemic, or other errors in 
comparison analysis.

This Document is confidential and is intended for the use of 
the intended recipient. This Document or any parts thereof 
may not be distributed, published or reproduced, in whole or 
in part, or disclosed by recipients directly or indirectly to any 
other person without the prior written consent of BAIML. 
Viewing or accessing this Document may not be lawful in 
certain jurisdictions, and recipients are responsible for 
ensuring compliance with all applicable laws and regulations.

Nothing contained herein shall be construed as an assurance 
or guarantee of returns or performance.  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. 
Investment  in  securities  market  are  subject  to  market risks 
and recipients are advised to  read  all  the  related documents 
carefully before investing.

 This Document is provided on an “as is” basis. By accessing or 
reviewing this Document, the recipient acknowledges that 
they have read, understood and agreed to be bound by the 
terms of this disclaimer in its entirety.




