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Changes In Warfare Over The Years
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Global Defence spend (USD bn) %YoY (RHS) Defence Spending (USD mn) CAGR (%)

Country 1994 2004 2014 2024 1994-
2004

2004-
2014

2014-
2024

USA 308 493 648 997 4.8% 2.8% 4.4%

China 10 38 182 314 14.4% 17.0% 5.6%

Russia 14 21 85 149 4.5% 15.0% 5.8%

S. Arabia 14 21 81 80 3.9% 14.5% -0.1%

France 37 45 53 65 1.8% 1.8% 2.0%

Japan 45 45 47 55 0.0% 0.3% 1.7%

UK 39 60 67 82 4.6% 1.1% 2.0%

India 9 20 51 86 8.6% 9.7% 5.4%

Israel 8 9 18 47 1.0% 7.5% 10.1%

Pakistan 3 4 9 10 2.2% 7.7% 1.6%

Source: Stockholm International Peace Research Institute(SIPRI), Nuvama Research report dated 17th April 2025 , As per latest data available 3

Defence Spending Is Increasing Globally Prompted By Rising Conflicts 



Developed Countries Are Primary Suppliers Of Military Equipment 

Source: Stockholm International Peace Research Institute,(SIPRI), Nuvama Research report dated 17th April 2025 , As per latest data available 4

United States 43 Saudi Arabia

France 9.6 India 

Russia 7.8 India 

Exporter Share of arms export in % (2020-2024) Top recipient 

China 5.9 Pakistan

Germany 5.6 Ukraine 

Italy 4.8 Qatar

United Kingdom 3.6 Qatar

France 9.6 India 

Spain 3 Saudi Arabia 

South Korea 2.2 Poland  



India’s Total Defence Expenditure Has Grown At A CAGR Of 8.6%

Source: Union Budget Document 2025 -2026, CAGR = Compounded Annual Growth Rate RE=Revised Estimates , BE= Budgeted Estimates 5
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Defence Capital Expenditure To See Steady Growth 

Source: Union Budget Document 2025 -2026, RE=Revised Estimates , BE= Budgeted Estimates , as per latest data available 6

802 831 836 
915 954 998 

1,160 

1,399 1,448 1,509 
1,646 1,705 

1,924 

 -

 500

 1,000

 1,500

 2,000

 2,500

 FY14  FY15  FY16  FY17  FY18  FY19  FY20  FY21  FY22  FY23  FY24  FY25RE  FY26BE



India Went From 9th Largest Defence Spender In 2000 To 5th Largest In 2024

Source: Stockholm International Peace Research Institute,(SIPRI), Nuvama Research report dated 17th April 2025 , As per latest data available 7
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However, Defence Budget As % Of GDP Has Declined Resulting In The Need 
For Accelerating Spend

Source: Union Budget Document 2025 -2026, Nuvama Research report dated 17th April 2025,  RE=Revised Estimates , BE= Budgeted Estimates 8
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Strategy For Improvement In Defense Procurement 

Source : Nuvama Research report dated 17th April 2025 , as per latest data available 9

Efficiency

Time-bound processes with faster 

Decisions via a Project Management Unit 

(PMU), along with overhauled trial and 

testing procedures.

Localization

Investment Innovation

Ban on weapon/platform imports

with phased timelines, push for 

indigenization of spares, dedicated 

budget for domestic procurement.

FDI cap raised to 74% for greenfield 

and SP programs in defence 

corridors of UP & TN.

Innovation via iDEX, TDF, Make I 

(Govt), Make II (Industry), and 

Make III (DAP 2020) initiatives.
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Defence Sector Measures Under Aatmanirbhar Bharat Initiative

Negative import list

Positive indigenization 
list

Budget allocation

Corporatization of 
Ordnance Factory Board 
(OFBs)

Foreign Direct 
Investment 
(FDI)

Banned import of 209 defence related equipment/components

Four lists containing over 2,000 items to be indigenized within specific timelines.

Outlay of Rs 1.12tn has been earmarked for domestic procurement in FY26

41 ordnance factories reorganized to 7 companies to increase efficiency

FDI limit under the automatic route has been increased to 74% from 49% to encourage global 
companies  to bring technology

Source: Phillip Capital India Research report dated 23rd Dec 2024, As per latest data available, PIB



0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

ARMY NAVY AIRFORCE

10 Yr CAGR growth for Army, Airforce and Navy

Navy & Airforce Get Higher Allocation Of Capital Expenditure

Source: Union Budget Document 2025 -2026, CAGR = Compounded Annual Growth Rate  RE=Revised Estimates , BE= Budgeted Estimates , As per latest data available 11

0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

60.0%

70.0%

80.0%

90.0%

100.0%

 FY
14

 FY
15

 FY
16

 FY
17

 FY
18

 FY
19

 FY
20

 FY
21

 FY
22

 FY
23

 FY
24

 Army Capital Expenditure  Navy Capital Expenditure  Airforce Capital Expenditure  R&D and others

Allocation for Army, Navy, Air force and R&D



Source – Ministry of  defence, Nuvama research report dated 17th April 2025, RE=Revised Estimates , BE= Budgeted Estimates As per latest data available 12

Defence R&D Expenditure Has Increased Over Time To ~8.3% In FY26BE
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Leading To Higher Indigenization 

Source: JP Morgan research Report Dated 25th Nov 24,  Department of defence production, As per latest data available 13
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Focus On Indigenization Also Driving Exports 

Source: JP Morgan research Report Dated 25th Nov 24,  Department of defence production, As per latest data available 14



…And Reducing Reliance On Imports 

Source: Stockholm International Peace Research Institute,(SIPRI), Nuvama Research report dated 17th April 2025 , As per latest data available 15
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Source: Nuvama Research report dated 17th April 2025, Department of defence production , DPSU=Defence Public Sector Undertaking As per latest data available 16
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Reaping Dividends of Indigenisation High Export Dependencies 
INS Vikrant 

Pinaka Multi-Barrel Rocket Launcher

BrahMos MissileNagastra -1

Agni Missile

Astra Missile

Dassault RafaleSafran

GE – 404 /414 Engine

S-400 Air Defence System

Sukhoi Su-Mk1

MQ-9B Predator

Many Equipment Indigenized, But Still Long Way To Go

Source: DRDO.GOV.in, Solargroup.com, PIB.gov.in, BrahMos.com, Geaerospace.com, Safran-group.com, Ga-asi.com, hal-india.co.in, Dassault-aviation.com



• World War I marked 
the beginning of 
modern warfare 
technology

• Significant 
advancements in 
artillery and 
machine guns.

• Cold War saw 
miniaturization of 
nuclear weapons and 
missile technology 
development.

• Ballistic missiles, cruise 
missiles, and surface-to-
air missiles and spy 
satellites.

• World War II saw the 
introduction of tanks 
and combat aircraft.

• RADAR, nuclear weapons    
and proximity fuse

18

Modern Warfare Requires Smarter Weapons

• Today's defence
includes advanced 
drones, cyber 
warfare tools, and 
AI applications.

• Development off AI 
tools for spying, FPV 
drones, Stealth 
aircraft and Electronic 
Warfare

World War 1 World War 2 Cold War Modern Warfare
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Defence Electronics Is Key For Modern Products
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Market Size (US bn)

Defence Electronics has increased 37% from 2016 to 2022
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Value Contribution Of Electronics In Leading Platforms 

Source: Phillip Capital India Research, report dated 23rd Dec 2024 Indian Electronics Semiconductor Association, as per latest data available
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Quality Of Weapons > Quantity Of Weapons



Country

22

India Afghanistan Pakistan Sri Lanka Nepal China Bangladesh Bhutan Myanmar

Govt type Democratic Republic Islamic Republic Parliamentary 
Republic

Democratic 
Republic

Federal 
Republic Communist Democratic 

Republic
Parlimentary 

Monarchy
Constitutional 

Republic

Relation with India - Friendly Hostile Friendly Friendly Hostile Friendly Friendly Friendly

Border issues - None Pending None Pending Pending Pending None None

Active military ('000) 1,456 NA 654 346 95 2,035 163 8 150
Def. Spend: 2023 (USD 
mn) 83.6 0.3* 8.5 1.2 0.4 296.4 4.2 NA 2.5

Def. Spend (% of GDP) 2.4% 1.8%* 2.8% 1.6% 1.1% 1.7% 1.0% NA 3.8%

Internal Security 
Scenario

Militancy & Maoist 
issues

Taliban 
dominance

Faces threat of 
terrorism

Stable after LTTE 
conflict (2009) Maoist issues Broadly Stable

Unstable given 
recent adverse 

events
Stable Broadly Stable

Source: Nuvama Research report dated 17th April 2025, Global Firepower, As per latest data available

Quality Of Weapons > Quantity Of Weapons



Company Issue size 
(INR mn) Use of proceeds

Mazagon Dock 
Shipbuilders Limited 4,437 Divestment
MTAR Technologies 
Limited 5,964

Debt repayment, funding working 
capital, 

Paras Defence And 
Space Technologies 
Limited 1,708

Capex, funding working capital, 
debt repayment

Data Patterns (India) 
Limited 5,882

Repayment of debt, funding 
working capital, Capex,. 

DCX Systems Limited 5,000
Repayment of debt, funding 
working capital, capex

ideaForge Technology 
Limited 5,673

Debt repayment, funding working 
capital, product development, 

Azad Engineering 7,400 Capex funding, repayment of debt

Unimech Aerospace and 
Manufacturing Limited 5,000

Capital expenditure, funding 
working capital, debt repayment. 

Company
Amount 

raised (INR 
mn)

Use of proceeds

Data Patterns 
(India) Limited 5,000

New product development (radar, EW, 
communication systems etc), working 
capital, 

Astra Microwave 
Products Ltd 2,250 Repayment of working capital loans
Axiscades 
Technologies Ltd 2,030 Repayment of debt

DCX Systems 5,000 Investment in its subsidiary

Zen 
Technologies 10,000

Loan repayment for subsidiaries, 100% 
acquisition of AAM India Manufacturing 
Corp Pvt Ltd

PTC Industries 
Ltd 7,000

Debt repayment, capex, funding working 
capital, 

Paras Defence & 
Space 
Technologies Ltd 1,350

Funding working capital requirements and 
seize emerging business opportunities.

Bharat Forge Ltd 16,500
Debt repayment and financing of 
inorganic expansion.

Azad Engineering 
Ltd 7,000 Capex and working capital.

23Source : KMAMC Research, Red Herring Prospectus & Qualified Institutional Placement Placement document of  the each company name mentioned above.

Fund Raising By Defence Companies – Gearing Up For Growth 
IPOs QIPs
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Equipment Type Domestic/Imported Manufacturing 
Country Made By

Integrated Air Command and 
Control System Air Defence Control & Reporting System Domestic India Bharat Electronics Limited

Akash Surface to Air Missile 
(SAM) system

Short/Medium Range Surface to Air 
Missile System Domestic India

Bharat Electronics Limited , 
Larsen & Toubro(Defence), Tata Power 
SED, Electronics Corporation of India 
Limited, Ordnance Factory Board

BrahMos Supersonic Cruise Missile System 
(Surface to Surface) Domestic (ToT) India/Russia

BrahMos Aerospace Private Limited, 
Defence Research and Development 
Organisation, NPOM Mashinostroyeniya
Russia

Integrated Counter-Unmanned 
Aerial Systems (C-UAS) Anti-Drone System Domestic India Bharat Electronics Limited, Zen 

Technologies, 
SAMAR Short Range Air Defence System Domestic India Adtech Inventions Ltd, Simran Flowtech
Samyukta Electronic Warfare System Domestic (ToT) India Bharat Electronics Limited

Loitering Munitions Loitering Munitions Domestic India Alpha Design Technologies, Solar 
Industries, Adani

MRSAM Surface to Air Missile Domestic India/Israel
Bharat Electronics Limited , Bharat 
Dynamics Limited, Elta Systems, Rafael 
Advanced Defence Systems

Upgraded ZSU-23-4 Shilka Anti Aircraft Gun Domestic (ToT) India Bharat Electronics Limited
T-90 Tanks Main Battle Tank ToT Russia Heavy Vehicles Factory Avadi
BMP-2 Sarath Infantry Fighting Vehicle ToT Russia Ordnance Factories Board

Source: Jefferies  Report Dated 17th April 2025, https://www.pib.gov.in/. The stocks/sectors mentioned do not constitute any kind of recommendation and are for information purpose only. Kotak Mahindra Mutual 
Fund may or may not hold position in the mentioned stock(s)/sector(s). Kotak Mahindra Asset Management Company Limited (KAMAMC) is not guaranteeing or promising any returns/futuristic returns.

Domestic Equipment Performed Spectacularly In Operation Sindoor
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The document/video includes statements/opinions which contain words or phrases such as "will" , "believe", "expect" and similar
expressions or variations of such expressions, that are forward looking statements. Actual results may differ materially from those
suggested by the forward looking statements due to risk or uncertainties associated with the statements mentioned with respect to but
not limited to exposure to market risks, general and exposure to market risks, general economic and political conditions in India and
other countries globally, which have an impact on our services and/or investments, the monetary and interest policies of India, inflation,
deflation, unanticipated turbulence in interest rates, foreign exchange rates, equity prices or other rates or prices etc.

The information contained in this (document) is extracted from different public sources. All reasonable care has been taken to ensure
that the information contained herein is not misleading or untrue at the time of publication. This is for the information of the person to
whom it is provided without any liability whatsoever on the part of Kotak Mahindra Asset Management Co Ltd or any associated
companies or any employee thereof.We are not soliciting any action based on this material and is for general information only. Investors
should consult their financial advisors if in doubt about whether the product is suitable for them before investing.

The views expressed in this presentation are subject to change at any time based on market and other conditions. This is not an offer or
solicitation for the purchase or sale of any security and should not be construed as such. References to specific securities and issuers are
for illustrative purposes only and are not intended to be, and should not be interpreted as, recommendations to purchase or sell such
securities.

These materials are not intended for distribution to or use by any person in any jurisdiction where such distribution would be contrary to
local law or regulation. The distribution of this document in certain jurisdictions may be restricted or totally prohibited and accordingly,
persons who come into possession of this document are required to inform themselves about, and to observe, any such restrictions.

Mutual Fund investments are subject to market risks, read all scheme related documents carefully.

Disclaimers & Risk Factors



Thank You

MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS, READ ALL 
SCHEME RELATED DOCUMENTS CAREFULLY.


