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India’s GST 2.0: Comprehensive Tax 
Reforms and Their Impact on Economy 
and Stock Market 
 

India’s Goods and Services Tax (GST), one of the most significant indirect tax reforms since its 
rollout in 2017, has undergone a major overhaul with the 56th GST Council meeting held on 
September 3-4, 2025. The reform, widely dubbed GST 2.0, aims to simplify tax slabs, ease 
compliance, boost consumption, and fuel economic growth ahead of the festive season. This article 
provides a detailed insight into the GST Council’s decisions, the expected impact on various sectors 
and stock markets, and highlights key stock market winners. 

 
Major Highlights of the 56th GST Council Meeting 
The GST Council sanctioned a transformative framework with the following key reforms: 

• Simplified Tax Slabs: The existing four tax slabs—5%, 12%, 18%, and 28%—have been 
consolidated into a two-tier tax system with rates of 5% and 18%. 

• Introduction of a Special 40% Slab: A higher tax rate at 40% has been introduced for sin 
and luxury goods such as pan masala, gutkha, cigarettes, and unmanufactured tobacco. 

• Effective Date: These changes will be implemented from September 22, 2025, allowing 
businesses and consumers to prepare ahead of Diwali. 

• Tax Rate Rationalization: 
o Roughly 90% of products in the 28% slab will now be taxed at 18%. 
o Nearly all items currently taxed at 12% will move to 5%, benefiting low- and middle-

income consumers. 
• MSME Reforms: Registration processes will be simplified, with expected completion within 

3 days. Faster refunds will be provided to address inverted duty structures in sectors such 
as textiles, pharma, and fertilizers. 

• Healthcare and Insurance: Potential GST exemptions or reduced rates on health insurance 
premiums for senior citizens. 

• Revenue Impact: Revenue loss estimated at around Rs 90,000 crore annually, with 
discussions underway on compensation mechanisms for states. 

Prime Minister Narendra Modi described these changes during his Independence Day address as a 
“Diwali gift” to the economy, highlighting the government's commitment to simplifying taxation 
and boosting consumption.  

 
Impact on the Indian Stock Market and Shares 
Immediate Market Reaction 

http://www.bestmate.in/
mailto:info@bestmate.in


 BESTMATE INVESTMENT SERVICES PRIVATE LIMITED  

 

 

CIN :- U74999UP2016PTC143375 , SEBI RA Registration Number: INH000015996 
A-01, 605, Ansal Corporate Park,  Sec – 142 Noida 201305. 

Web :- www.bestmate.in     I     E-Mail :- info@bestmate.in   Page | 2  
 
 

Ahead of the GST announcement, stock markets exhibited cautious behavior awaiting clarity on 
reforms. Post-announcement, there was noticeable optimism: 

• Indices like Sensex and Nifty rallied, supported by consumption-driven sectors. 
• Stocks of companies involved in automobiles, FMCG, cement, and pharmaceuticals saw 

positive movements. 
• Small and mid-cap stocks aligned with GST beneficiaries gained confidence from 

expectations of increased demand and easier compliance. 
Long-Term Outlook 

• The GST reforms are expected to stimulate a consumption upcycle, benefiting mass-market 
companies. 

• Reduction in tax burden on daily-use items and luxury goods will likely increase disposable 
incomes and consumer spending. 

• Banks and financial institutions could see lending growth due to enhanced consumer 
confidence. 

• Construction, cement, and automobile sectors hope for sustained growth driven by 
affordability and demand revival. 

• MSMEs will benefit from easier compliance, boosting formalization and business 
expansion. 

This GST overhaul is expected to drive significant economic activity and enable the stock market to 
rally in consumption and infrastructure-related sectors.  

 
Sectors Benefiting Most from GST Tax Cuts 
Automobiles 

• GST rate cuts from 28% to 5% or 18% will make two-wheelers and passenger vehicles more 
affordable. 

• Rising demand anticipated for companies like Maruti Suzuki, Tata Motors, Bajaj Auto, Hero 
MotoCorp, and Mahindra & Mahindra. 

Fast-Moving Consumer Goods (FMCG) 
• Reduction in tax rates on packaged foods, toiletries, and household items. 
• Expected volume growth and margin expansion for brands Hindustan Unilever, ITC, 

Britannia, Dabur, Nestlé, and others. 
Cement Industry 

• Lower taxes on cement will improve affordability of premium brands. 
• Beneficiaries include UltraTech Cement, Ambuja Cement, and JK Cement. 

Pharmaceuticals 
• Reduced GST rates on essential and life-saving drugs. 
• Faster refunds to ease cash flows for pharmaceutical companies. 

Insurance Sector 
• Anticipated GST relief on health insurance premiums, especially for senior citizens. 
• Companies like HDFC Life, Max Life, Star Health, and Niva Bupa expected to gain. 

Textiles & Apparel 
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• Faster clearance of refunds and tax rationalization should benefit manufacturers and 
retailers. 

MSMEs 
• Simplified registration and compliance procedures will aid formalization and growth, 

positively impacting employment and output. 
Logistics & Quick Commerce 

• Increased demand from consumption surge will support growth for firms like Delhivery and 
Swiggy.  

 
Top Stocks Poised to Benefit from GST 2.0 Reforms 

Sector Key Stocks 

Automobiles 
Maruti Suzuki, Tata Motors, Bajaj Auto, Hero MotoCorp, TVS Motor, Ashok 
Leyland, Eicher Motors, Mahindra & Mahindra 

FMCG 
Hindustan Unilever, ITC, Britannia, Dabur, Nestlé India, Colgate-Palmolive, 
Emami, Godrej Consumer Products 

Cement UltraTech Cement, Ambuja Cement, JK Cement 

Banking & 
Finance 

ICICI Bank, HDFC Bank, Bajaj Finance, IDFC First Bank 

Insurance HDFC Life, Max Life, Star Health, Niva Bupa 

Retail & Apparel Bata, Shoppers Stop, Trent, Relaxo Footwear 

Logistics Delhivery, Swiggy 

Metals & 
Mining 

Tata Steel, Hindalco, JSW Steel 

Stock market analys forecast significant gains in earnings and stock prices of these companies, 
driven by increased consumption, liquidity, and easier tax compliance stemming from these 
reforms.  

 
Conclusion 
The GST Council’s reforms mark a transformational shift in India’s indirect tax regime. By 
simplifying tax slabs, reducing compliance complexity, and rationalizing rates, the government aims 
to: 

• Enhance consumer purchasing power; 
• Accelerate economic growth via consumption stimulus; 
• Support MSMEs with simplified taxation and speedy refunds; 
• Enable industry-wide gains across automobiles, FMCG, cement, pharmaceuticals, and 

insurance. 
While the reforms entail some revenue sacrifice, the anticipated growth in consumption and formal 
economy is expected to offset this over time, benefiting businesses and investors alike. The phased 
rollout beginning September 22, 2025, offers businesses and consumers a rare 
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opportunity to capitalize on easier taxation and a healthier economy. 
Investors are advised to keep a close watch on consumption-oriented sectors and companies that 
stand to gain the most from these reforms as a new wave of growth emerges in India’s stock 
markets and economy.  
 
Disclaimer: 
The content provided in this article represents our analysis and perspectives on the recent GST 
Council reforms and their potential impact on the stock market and specific stocks. However, this is 
not financial advice or a recommendation to buy or sell any securities. Market movements are 
influenced by various factors, and the stocks mentioned may be affected differently than projected. 
Readers are strongly advised to consult with a qualified financial advisor or investment 
professional before making any investment decisions. We do not guarantee the accuracy, 
completeness, or outcomes related to any investment based on this information. 
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