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GST 2.0
A Festival of Reform, A Blueprint for Growth

The 56th GST Council meeting has ushered in one of the most decisive tax reforms since the
introduction of GST in 2017. By simplifying slabs, cutting rates on essentials, and extending relief to
critical sectors, the Council has sent a strong message: India is prepared to recalibrate its tax
system not just for compliance efficiency but also for growth momentum. The timing is equally
strategic, with reforms kicking in just ahead of the festive season, amplifying consumption
impulses at a moment when domestic demand needs allift.
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India's indirect tax system has often been criticized for being over-
engineered, with four primary slabs leading to confusion and
compliance friction. By rationalizing into two broad rates—5% and
18%—and maintaining a higher band only for sin and luxury goods,
the Council has signalled a new era of clarity. This makes the system
easier to navigate for businesses, lowers the scope for disputes, and
improves transparency for consumers.

Simplification is not just a matter of optics. For MSMEs and mid-sized

enterprises, fewer slabs mean lower classification disputes, faster invoicing, and more ‘
predictable cash flows. At a time when businesses are recalibrating supply chains and

pricing strategies, such clarity reduces frictional costs and directly supports growth.

The Council's decision to exempt essentials
and daily-use products such as paneer,
rotis, soaps, and certain packaged foods
reflects sensitivity to household budgets.
With inflation still a concern for many
families, this move lowers everyday costs
and indirectly boosts disposable income.

Equally significant is the exemption of life
and health insurance premiums. For years,
insurance penetration has been limited by
affordability challenges. Removing GST
from these premiums not only makes
protection cheaper but also nudges
households towards formal risk cover. Over
time, this could structurally improve
financial security and reduce the
government's burden on social safety nets.

Healthcare too received a major push, with
exemptions extended to critical medicines
and life-saving drugs. In a country where
out-of-pocket healthcare expenses remain
among the highest globally, this reform
enhances affordability in a tangible way.
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Automobiles, White Goods and Consumption Dynamics

Two-wheelers and small cars now attract

8% csr..... 28%

The automobile sector stands out as one of the biggest winners. Two-wheelers and small cars now
attract 18% GST instead of 28%. This has a dual impact—stimulating urban demand for entry-level
vehicles while offering affordability to rural consumers where two-wheelers are an economic
necessity.

At the other end, mid- and high-end vehicles fall under the higher 40% category, reflecting a
calibrated approach: encouraging mass mobility while taxing luxury. This balance is important for
fiscal math, ensuring that revenue foregone on essentials is partially offset by higher taxes on
discretionary categories.

White goods like air-conditioners and televisions, long seen as middle-class aspirational
purchases, also move into the 18% slab. This will likely accelerate demand ahead of Diwali,
supporting both retail sentiment and manufacturing utilization.
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The Fiscal Balance

Critics argue that lowering rates could create a revenue hole for both the
Centre and states. Indeed, rationalization may impact near-term collections.
However, the broader bet is on elasticizty: that lower rates will drive higher
compliance, expand the tax base, and ultimately yield higher revenues.

It is also worth noting that the burden of revenue sacrifice has been
strategically shifted. Essentials are cheaper, but luxury and sin goods now
carry a higher tag. This redistribution is consistent with progressive
taxation—protecting the masses while ensuring those with discretionary
spending power shoulder more of the load.

Why the Timing Matters

The implementation date of late September is no accident. It coincides with the onset of the festive
season—Navratri, Dussehra, and Diwali—when consumer demand peaks. By cutting prices just
before this window, the government ensures that the immediate benefits are felt in households and
shops alike.

At a macro level, this timing offsets global uncertainties. With exports under pressure due to
shifting trade flows and tariff disputes, stimulating domestic demand becomes essential to
sustaining growth. GST 2.0 therefore acts as a counter-cyclical buffer, insulating India's growth
story from external volatility.

Beyond Consumers: Boost to Businesses

Simplification extends benefits to businesses beyond
mere compliance. Faster refund timelines for sectors
suffering from inverted duty structures will release
working capital. MSMEs will benefit from quicker
registration and dispute resolution. Large corporates
gain clarity on classification disputes, long a source

of litigation. T
GOVERNMENT OF INDIA

kG
Together, these measures enhance ease of doing [S— [—
business. For global investors considering India as a LY I
supply chain hub, the message is clear: India is not == L
just about cheap labor and scale, but also about a
predictable, rational tax framework. MICRO, SMALL & MED|UM ENTERPRISES
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From an investment perspective, these reforms create
sector-specific tailwinds. Consumer staples and
packaged foods gain from affordability-driven volume
expansion. Automobiles, especially two-wheelers and
small cars, stand to see a demand spike. Insurance
companies may witness improved policy penetration,
though they will need to recalibrate margins without
input credits. Healthcare and pharma benefit from
demand-side affordability, reinforcing India's
positioning as a low-cost healthcare hub.

Equity markets typically reward reforms that expand
demand multipliers. GST 2.0 does exactly
that—supporting consumption at the base while
balancing fiscal discipline. For investors with a 2—-3 year
horizon, the reforms reinforce the India growth thesis.

No reform is without execution risks. States dependent on GST compensation will need timely
support to avoid fiscal stress. Businesses will require clear notifications and smooth rollout of the
new slab structure to avoid confusion. Input tax credit restrictions in insurance and select sectors
may create margin pressures. And while inflationary risks seem muted, luxury and sin goods may
see price spikes, creating localized distortions.

The 56th GST Council meeting has delivered more than just tax cuts. It has reimagined the
architecture of indirect taxation in India—simpler, fairer, and more aligned to growth. By focusing
relief where it matters most, balancing revenue through progressive taxation, and timing reforms
with the festive cycle, the Council has crafted a blueprint that boosts both confidence and
consumption.

For investors, the implications are clear: India remains committed to reforms that balance fiscal
prudence with growth ambition. GST 2.0 is not just a tax tweak; it is a structural signal of intent. It
reinforces why India continues to stand out as one of the world's most attractive long-term growth
markets.
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Disclaimer: This report has been prepared by the research department of Invasset, is for information purposes only. This report is
not construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or
solicitation would be illegal. Invasset have exercised due diligence in checking the correctness and authenticity of the information
contained herein, so far as it relates to current and historical information, but do not guarantee its accuracy or completeness. This
Document may contain confidential and/or privileged material and is not for any type of circulation and any review, retransmission,
orany other useis strictly prohibited. This Document is subject to changes without prior notice.

The opinions expressed are our current opinions as of the date appearing in the material and may be subject to change from time to
time. Prospective investors are cautioned that any forward looking statement are not predictions and are subject to change without
prior notice. Recipients of this material should rely on their own investigations and take their own professional advice. Invasset or
any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any
inadvertent error in the information contained in this report. Invasset. or any of its affiliates or employees do not provide, at any
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the
implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should
rely on their own investigations.

Invasset and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities mentioned in
this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavour to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that
prevent us from doing so. This reportis not directed to or intended for display, downloading, printing, reproducing or for distribution
to or use by any person in any locality, state and country or other jurisdiction where such distribution, publication or use would be
contrary to the law or regulation or would subject to Invasset or any of its affiliates to any registration or licensing requirement
within such jurisdiction. Invasset may or may not hold any securities discussed in the article in its portfolios. Invasset may or may not
take decisions based on the information contained in the article while curating portfolios for its clients. Without limiting any of the
foregoing, in no event shall Invasset, any of its affiliates or any third party involved in, or related to, computing or compiling the
information have any liability for any damages of any kind.

This research has been done by the

Core Fundamental Research Team of InvAsset PMS Desk.
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