
 
 

 

 

IC
IC

I S
ec

ur
iti

es
 –

 R
et

ai
l E

qu
ity

 R
es

ea
rc

h 
 

Se
ct

or
 U

pd
at

e 

 

FMCG & Discretionary Sector 
 
 

 

Next generation GST reforms to drive consumption 
 
GST rate cut – festive consumption boost 

• In Independence speech, Prime Minister – Mr. Narendra Modi indicated of 
additional consumption boost in the form of GST rate cut by rationalising 
tax slabs and reducing rates on daily consumption items and essential 
goods.  

• According to industry sources, tax slab of 12% is likely to be eliminated and 
most of the items under 12% tax slab will be brought under 5% tax slab.   

• It will be additional benefit along with the tax benefit provided in the union 
budget and interest rate cut post softening of inflation.  

• This will help the consumer demand to improve in H2FY26 for consumer 
goods and discretionary companies. 

 
FMCG – Packaged foods and Dairy products 

• In packaged foods segments items such as snacking item ready for 
consumption, nuts & dry fruits and packaged fruit juices are currently 
bracket under 12% GST rate.  

• In dairy segments, products such as ghee, cheese, butter, condensed milk 
and beverages (containing milk) are currently taxed under 12% GST rate. 
Cut in GST rate will lead to reduce product price in the hands of end 
consumer resulting in improvement in the sales volume in the quarters 
ahead. 

• Key beneficiaries: Tata Consumer Products, Dabur India, Nestle India and 
Hatsun Agro 

 
Discretionary – Apparels, Footwear & Hotels to be large benefit 

• In apparel segment, GST rate of 12% is charged on garments above 
Rs.1,000/pc, while in the footwear segment, GST rate of 12% is charged on 
footwear of sale value not exceeding Rs.1000/pair.   

• We expect GST rate on Apparels (> Rs.1000/pc) and Footwears (<= 
Rs.1,000/pair) to reduce to 5%. This will benefit apparels and footwear 
companies as it will not improve the consumption but will also help in 
competing with regional/non-branded players available in the domestic 
market.  

• Further, hotel rooms priced in the range of Rs.1,000-7,500 per night are 
likely to come under 5% tax slab from 12% currently. Further, the industry 
will be indirect beneficiary of reduction in GST rates on cement and other 
products from the perspective of some benefit in capex per room. 

• Key Beneficiaries: Trent, Arvind Fashion, Relaxo Footwear, Bata India and 
Lemon Tree Hotels, Indian Hotels and ITC Hotels. 

Consumer Durables – AC industry to be key beneficiary amongst others 

• Consumer durables industry currently faces a higher tax burden on select 
categories, with ACs, TVs (>32”), and dishwashers taxed at 28% GST, 
while most other appliances such as washing machines, refrigerators, 
ceiling fans, water purifiers and mobile phones attract 18% GST.  

• A potential rate cut from 28% to 18% would translate into an immediate 
price correction of ~8–9%, likely spurring demand, especially in under-
penetrated categories such as air-conditioners.  

• Currently ACs segment is going through a rough phase with elevated AC 
inventories at ~20 lakhs at company level and around similar at channel 
level, given the weak summer season.  

• GST-led price correction could act as a catalyst for inventory liquidation 
during the upcoming festive season, easing supply chain pressures and 
supporting primary sales momentum.  

• Key Beneficiaries: Blue Star, Voltas, Crompton Greaves consumer 
electricals, Havells, Amber Enterprises and Dixon Tech. 

 

Sector Views 
Positive 

Key Beneficiaries 
FMCG 

• Tata Consumer Products 
• Dabur India 
• Nestle India 
• Hatsun Agro Product 

Discretionary 
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• Dixon Technologies 
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Exhibit 2: GST Rate Overview 

 
Source: Company, ICICI Direct Research              *Cess includes Compensation cess, NCCD and Excise Duty which totals to 35-55% depending on size of cigarette stick            

 

                                    

 

 

Sector Products Rate Possible Rate Change
Butter, Ghee, Cheese 12% 5%

Almonds, Nuts 12% 5%
Packaged Fruit Juices (Non-Carbonated) 12% 5%

Jams and other related products 12% 5%
Meat (Juices and Processed Meat products) 12% 5%

Condensed Milk 12% 5%
Beverages (containing milk) 12% 5%

Apparels (Above Rs.1000) 12% 5%
Footwear (upto Rs.1000) 12% 5%

Hospitality Hotel Room (less than or equal to Rs.7500/night) 12% 5%

Tobacco and Related Products Cigarettes 28% + Cess* 40%

Air Conditioner 28% 18%
TV (> 32 inches) 28% 18%

LED Lighting 12% 5%
Consumer Durables

FMCG & Dairy Products

Footwear, Apparel and Others
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RATING RATIONALE 
ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to 
its stocks according -to their notional target price vs. current market price and then categorizes them as Buy, 
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is 
defined as the analysts' valuation for a stock 

 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 
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I/We, Kaustubh Pawaskar, PGDBM, Abhishek Shankar, PGDM-RM, Kirankumar Choudhary, Chartered Accountant Research Analysts, authors and the names subscribed to this report, 
hereby certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation 
was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not 
received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned 
in the report. 

 

Terms & conditions and other disclosures:  
ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. 
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subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of 
which are available on www.icicibank.com. 
 

Investments in securities market are subject to market risks. Read all the related documents carefully before 
investing.  
 
Registration granted by Sebi 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. 
 
Name of the Compliance officer (Research Analyst): Mr. Atul Agarwal 
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com 
 
For any queries or grievances: Mr. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122 
 
ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have 
investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons 
reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. 
 
Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to 
focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and 
Technical Research Reports. 
 
Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.  
 
ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and 
opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research. 
 
The information and opinions in this report have been prepared by ICICI 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 ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no 
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI 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 ICICI Securities policies, in 
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.  
 
This report is based on information obtained 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. ICICI 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. ICICI 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.  
 
ICICI 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.  
 
ICICI 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.  
 
ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the 
companies mentioned in the report in the past twelve months. 
 
ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI 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 
ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.  
 
Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  
 
ICICI Securities or its subsidiaries collectively 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 ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of 
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