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Defence Sector Update

Operation Sindoor: An inflection point for
Bharat’s Omni Defence Strategy

Bharat'’s cumulative defence production likely to exceed $0.5 Trillion over next decade
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Operation Sindoor: An inflection point
for Bharat’s Omni Defence Strategy

Bharat’s Defence Production from 2025-35 could be
INR 50-64 Trillion

Operation Sindoor has triggered a renewed focus on defence, vigilance and strategic
preparedness to attack enemies and safeguard not only our borders and citizens but
also the critical resources, economic and trade infrastructure and the digital
ecosystem.

Recent resource allocation for defence clearly shows the intent to boost preparedness.
DAC approval for 54,000 Cr for military hardware purchase, centre’s approval for
acquisition of 26 Rafale Marine fighter jets at a cost of 63,000 Cr and 40,000 Cr DAC
approval for procurement of arms and ammunition are some of the recent instances.

Operation Sindoor demonstrated the extremely advanced capabilities of the Indian
Defence Forces to execute a highly structured, accurate, remotely-managed, and
limited in space, time and scope, war with a precisely-defined objective. The very little
use of armed forces personnel on the ground made it a “low cost” affair from human
lives perspective. The Integrated Defence System which helped this is popularly called
Akashteer, and could be called “Bharat Kavach” possibly.

Given the demonstration of advanced capabilities to not only attack but also defend,
the Indian Armed Forces need to spend much more now to counter the potential
competitive spending by neighbouring countries to match India’s capabilities. Only a

much higher spending from India’s side would keep the advantage in future. This is

why it is likely that future defence spends would be much higher than earlier
declared plans of Gol and Indian Armed Forces post Operation Sindoor.
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Mid-Term Outlook on Defence Growth

The mid-term target for Domestic Defence production is set at INR 3 lac crores by 2029.
In FY25 domestic defence production crossed INR 1.4 lac crores of which 78% was
contributed by the Defence PSUs at around INR 1.1 lac crores. The listed DPSUs
accounted for more than INR 90,000 crore of this, accounting for 66% of the total
DPSUs share. With increasing participation of the private sector, share of DPSUs in the
total defence production by 2029 may go down. However, even at 60% share, the total
output is expected to double to INR 1.8 lac crore, indicating a growth at 18% CAGR over
the next 4 years.

This growth outlook gets revalidated if one looks at the analyst estimates for the next
couple of years. The total turnover of listed 8 DPSUs is expected to grow at 18% and
22% for FY26 and FY27 respectively. 9 Unlisted DPSUs combined are expected to report
a total turnover in excess of INR 20k crore in FY26.

Defence Production (INR Lac Crore)

2024 2029

Chart 1: Growth of Domestic Defence Production from 2025-2029
Source: PIB - Ministry of defence releases dated 29 Mar 2025 and 26 May 2025
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Estimated Domestic Listed DPSU Revenue
(INR Lac Crore)

2025 2026 2027 2028 2029

Chart 2: Domestic Listed DPSU From 2025 to 2029 based on analysts estimates and
defence production target for 2029
Source: Omniscience research, company financials and analyst estimate from
Trendlyne and Tikr.com

Global comparison of Defence Spending

While India may be one among the top 5 defence spenders in the world, it falls way
behind the US and China. In fiscal 2024, US spent $874 bn on defence which is around
3.0% of GDP and if one includes $325 bn spent on Support for Veterans' and ~$100 bn
on International Security and other assistance then the total allocation adds up to $1.3
trillion, 4.5% of the GDP. Similarly, for China, while the reported number is around
$300bn, the non-budgetary allocation is significant and could be as high as $500-600
billion. This is around 3% of GDP.

Countries going through active war are observed to allocate significantly large budgets
on defence. Russia and Israel, in 2024, spent 6.7% and 8.6%, respectively, of their GDPs
as the two countries are at war. Ukraine, according to SIPRI, is spending an exorbitant
34% of its GDP on defence! (link).

While we are currently in a ceasefire, it is an ongoing war against the terrorist
organizations, and a risky neighborhood for India and it cannot be less prepared to fight.
Thus, itis possible that India gradually increases its Defence budget as a percentage of
GDP from the current ~2% to 3% or even 4% over the next decade. This will be
commensurate with its evolving nature as the 3™ largest economy and one of the
globally influential countries of the world.



https://www.sipri.org/media/press-release/2025/unprecedented-rise-global-military-expenditure-european-and-middle-east-spending-surges#:~:text=Ukraine's%20total%20military%20expenditure%20grew,of%20any%20country%20in%202024
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Defence Spending as a % of GDP (2024)
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Chart 3: Defence to GDP for various countries.

Source: Omniscience Research, Statista (20 countries with largest GDP), India Budget
document, SIPRI (link) & Usafacts.org (link)

Long-Term Outlook on Defence Growth

The evolving world order, risky neighborhood and a huge pent-up demand from the India
Armed Forces due to decades of underspending on defence makes it inevitable that we
need to ramp up our defence budget for the next decade and a strong fiscal position
shall support us in doing exactly that. As India becomes the 3rd largest in 2027-28 and
grows to be a $10 trillion economy in the next decade accounting for 7-8% of the Global
GDP, it needs to protect its global trade lanes for uninterrupted shipment of its
manufacturing goods and also needs to protect its global assets (strategic mineral
resources, ports, trading hubs, Outward Direct Investments etc.) to support continued
growth.

We expect the Defence budget to be increased to 3% to 4% of the GDP from the current
~2% level. With a $10 trillion GDP the defence budget is expected to grow to more than
$300 bn USD or around INR 30 lac crores. This implies a 16-17% annualized growth till
2035. Since Defence Pension, which accounts for around 25% of the total defence
budget, currently, and the largest part of the expense under the Salary head (currently
around INR 2 lac crore) are expected to grow at a slower pace, the expected annualized
growth of the capital budget and supplies would be even higher at potentially, 20%+
levels. The cumulative capex over next 10 years could range from INR 50 lac crore (at
2.4% in 2035) to INR 64 lac crore (at 3% in 2035).



https://www.sipri.org/sites/default/files/2025-04/2504_fs_milex_2024.pdf
https://usafacts.org/government-spending/
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Domestic Defence Production (INR lac crore)
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Chart 4: Domestic defence production: Current to 2029 to 2035 | Source: Omniscience
research

Itis also likely that the INR 3 lac crores domestic defence production target for 2029
announced earlier might be revised upward significantly and be exceeded.

Defence Exports — Key driver of long-term growth

Another long-term growth vector for Indian defence is the export potential. It has an
export target of INR 50,000 crore by 2029. Operation Sindoor has underscored the
country's emergence as a technologically, sophisticated, battle-proven and reliable
global defence partner. By harnessing innovation, forging strategic partnerships, and
enhancing indigenous capabilities, India is poised to play a crucial role in the future of
global defence manufacturing and security. Given the circumstances, it is likely that this
target is conservative and will be surpassed.

FDI driven joint ventures with Russia, US and other defence manufacturers for domestic
needs and exports also are likely to be strong drivers of long-term growth of Indian
Defence Production.
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Evolving Omni Defence Geo-Strategic Ecosystem

“Every neighbouring state is an enemy and the enemy’s enemy is a friend.”
— Kautilya, The Arthashastra

In the current global strategic paradigm, Defence is no longer only about wars; it is
played across a much vaster geo-strategic arena across multiple dimensions. These
dimensions include, economy, trade, finance, control of merchandize lanes, control of
strategic resources globally, armed presence in strategic global locations, Outward
Direct Investment in critical entities globally, control of strategic technologies, and
several other dimensions, most important, a global diplomacy backed by intellectual,
human, financial and military strength. And the most important, from ancient times to
modern times, is supply chain and logistics systems and infrastructure.

"The line between disorder and order lies in logistics..." - Sun Tzu

In addition, as demonstrated in Operation Sindoor, in the modern warfare of the 21
century, integrated software-controlled weapons systems across land, water, air, and
cyber space, are going to play a very important role.

Defence currently involves areas such as Cybersecurity, Space security, Al and Defence
software and solutions. The modern warfare demands rapid development on defence
technologies to develop systems such as combat robots and Aerial and Underwater
Drones.

Economic and Financial Security and protection of Trade lanes and global Strategic
Resources are also key to overall defence. Logistics, resource mobilization of human
resource, equipment and supplies strengthens preparedness. It is further critical to
build preparedness to counter extreme attacks such as Chemical attacks, Bio attacks
or Nuclear attacks.

The above wholistic, multi-dimensional, geo-strategic modern defence paradigm is
termed as Omni Defence Geo-Strategic Ecosystem.



https://www.goodreads.com/work/quotes/1767499
https://www.google.com/search?client=safari&cs=0&sca_esv=a182306c0b9e7281&sxsrf=AE3TifNpVf6mmhOeETWhZpCDHCh0g6ofHQ%3A1748517090884&q=Sun+Tzu&sa=X&ved=2ahUKEwjb85TgxciNAxUB2TgGHS2QIH4QxccNegQIDRAB&mstk=AUtExfBHbymLpMpQPmCtC-a_hYEUKRWRDvPBJQsAFNnlXfoEY2JSM4XzSYRtcw1Eiqb2nGWOpYTVHXNBs5xD0-ozcnMIQWYUUEL3Bxv9rhkhFecNTebSqAlQkdoRM04Br9SlF47yIrhKgEWO63cyPQqZMhbpRH4FUGKozUSkXqOMV5coxLwfvIn4dKXlgnadjvjL3M0eGn-ToQ1k0SvFZQ2ZuCZfYNnKTC3t-7MDiRwjGu6d5wHW-S16ylQd97MTxw5--_OjqOrok3IA9kAEUiJLI0w1DWiI2g2kbu3TYaNBJpA3FA&csui=3
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Chart 5: Omni Defence Geo-Strategic Ecosystem

Caution for Investors from Valuation Standpoint

The growth potential of the defence sector is unmistakably robust, the TAM (total
addressable market) is large, and the growth rates are likely to remain high for decades.
However, the investors need to pay attention to the valuations. The median trailing
price to earnings (P/E) multiple of the 8 listed DPSUs is 57. The forward median P/E for
FY26 and FY27 is at 45 and 36 indicating that the high growth potential is significantly
priced in. For some of the private sector names the multiples are even higher and
hence, investors are advised to be extremely cautious while allocating capital to
specific names at current levels.
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TICKER PE (TTM) PE (FWD26) PE (FWD27)
HAL 40.2 38.8 32.7
BEL 53.3 48.1 41.8
BEML 61.6 43.0 29.8
BDL 127.9 72.6 52.4
GRSE 62.8 40.1 28.9
MAZDOCK 52.6 48.4 40.2
MIDHANI 50.2 39.3 29.8
COCHINSHIP 60.1 57.6 47.4

MEDIAN 57 46 36

Chart 6: PE (TTM), FY 26, FY 27. Based on analyst earnings estimates.
Source: Trendlyne and Tikr.com

It is advisable for investors to be aware of the great potential this growth vector has
economically, but at the same time to allocate capital only in a manner which is
conservative; meaning, buy a portfolio which is at a discount to its intrinsic values. If
you don’t find that, don’t invest. Check the PE ratio of any defence stock or portfolio,
whether an index fund or an active portfolio before investing.

Remember, as Warren Buffett’s guru Benjamin Graham said:

The intelligent investor is a realist who sells to optimists and buys from
pessimists.
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Disclaimers

Contact Us:

Omniscience Investment Adviser, Division of Omniscience Capital Advisors Pvt. Ltd.

info@omnisciencecapital.com | www.omnisciencecapital.com

Address: Awfis | 1st Floor | B Wing | Parinee Crescenzo | G-Block | BKC | Mumbai - 400051 Ph.: +91 90045 60540

Disclosures & Disclaimers

Read detaied disclaimers at |A Disclosure & BA Disclosure.

Omniscience Investment Adviser is the advisory division of Omniscience Capital Advisors Pvt. Ltd. which is
registered as a non-individual Investment Adviser with SEBI with a valid registration No. INA000007623, BSE
Enlistment No. 1197 and CIN U93000MH2017PTC290053. Principal Officer is Vikas V Gupta (Contact No.
9987681967, Email: vikas.gupta@omnisciencecapital.com) and Compliance Officer is Chanchal

Manglunia (Contact No. 9320816319, Email: chanchal.manglunia@omnisciencecapital.com). Local office address
of Securities and Exchange Board of India is SEBI Bhavan, C4-A, G Block, BKC, Mumbai - 400 051.

Omniscience Research is the research analyst division of Omniscience Capital Advisors Pvt.

Ltd. which is registered as a non- individual Research Analyst with SEBI with a valid registration No.
INH000020077, BSE Enlistment No. 6517 and CIN U93000MH2017PTC290053. Principal Officer is Varun

Sood (Contact No. 8879055519, Email: varun.sood@omnisciencecapital.com) and Compliance Officer is Chanchal

Manglunia (Contact No. 9320816319, Email: chanchal.manglunia@omnisciencecapital.com). Local office address
of Securities and Exchange Board of India is SEBI Bhavan, C4-A, G Block, BKC, Mumbai - 400 051.

Investment in securities market are subject to market risks. Read all the related documents carefully before
investing. Registration granted by SEBI, membership of BASL and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.

Any securities quoted above are for illustration only and are not recommendatory unless specified as advice.
Nothing in this communication should be considered as implying any assured returns, or minimum returns or
target return or percentage accuracy or service provision till achievement of target returns or any other
nomenclature that gives the impression to the client that the investment advice/recommendation of research
report is risk-free and/or not susceptible to market risks and/or that it can generate returns with any level of
assurance. An investor should consider the investment objectives, risks, and charges & expenses carefully before
taking any investment decision. Wherever there is the potential for profit there is also the possibility of loss.
Therefore, investors may lose capital in markets. Past performance is not necessarily indicative of future results.
This is not an offer document. This material is intended for educational purposes only and is not an offer to sell
any services or products or a solicitation to buy any securities mentioned or otherwise. Any representation to the
contrary is not permitted. This document does not constitute an offer of services in jurisdictions where the
company does not have the necessary licenses. As a firm-wide philosophy and rule OmniScience Investment
Adviser and OmniScience Capital Advisors Pvt. Ltd., or any of its employees, officers, management, directors,
shareholders, associates, distribution partners or others related to the company in any other capacity, or any
communication from the company, including any of its tagline, motto, slogan, etc. do not provide any guarantees
on investment strategies or their returns etc. If you feel that you had been provided such guarantees at any time
before or after the initiation of your relationship as an advisory client of OmniScience Investment Adviser, or, if
any communication from OmniScience seems to give you a feeling that — “any investment advice implies any kind
of assured returns or minimum returns or target return or percentage accuracy or service provision till
achievement of target returns or any other nomenclature that gives the impression to the client that the
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investment advice is risk-free and/or not susceptible to market risks and or that it can generate returns with any
level of assurance”, then you agree to bring it to our notice immediately and initiate to terminate the advisory
agreement with OmniScience. Individual returns of Clients for a particular portfolio may vary significantly from
the performance of the other. No claims may be made or entertained for any variances between the performance
depictions and individual portfolio performance. Neither the investment adviser nor its Directors or Employees
shall be in any way liable for any variations noticed in the returns of individual portfolios. Our discussion may
include some information that might be considered forward-looking. While these forward-looking statements
represent our current judgment on what the future holds, they are subject to risks and uncertainties that could
cause actual outcomes to differ materially. We assume no obligation to revise or publicly release any revision to
these forward-looking statements in light of new information or future events. No guarantee can be given about
the accuracy and/or completeness of the data, Omniscience makes no warranties or representations, express or
implied, on the products and services offered. It accepts no liability for any damages or losses, however caused, in
connection with the use of, or on the reliance of its product or services. The information relating to any company
or economic trends herein is derived from publicly available sources and no representation as to the accuracy or
completeness of such information can be made. We may have recommended stocks, or stocks in the mentioned
sectors to clients, including having personal exposure. This communication is confidential and is intended solely
for the addressee. This document and any communication within it are void 30-days from the date of this
presentation. It is not to be forwarded to any other person or copied without the permission of the sender. Please
notify the sender in the event you have received this communication in error.
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