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From Independence to Atmanirbharta: The Rise of India’s Defence Prowess!

What’s the Point?

e The West Asia conflict has highlighted why India must build critical defence capabilities at home to
safeguard security, supply chains, and economic stability.

e India’s defence industry supports high-value manufacturing across engineering, electronics, and materials,
strengthening both local industrial capabilities and India’s external account.

o India’s defence exports have surged sharply to Rs. 38,424 crores in FY26 (~3x growth since FY22),
supported by a growing private sector share, which could bode well for future growth.

West Asia Conflict Renews the Case for Atmanirbharta

As India marks its 80th Independence Day, the strategic environment around it looks markedly less benign than it did
a decade ago. The West Asia conflict disrupted trade and energy across the globe, thus highlighting the importance
of being self-reliant across areas critical for national security and well-being.

The case for building at home, however, extends well beyond preparedness. Defence sits at the intersection of three
national objectives. It is the most visible manifestation of Atmanirbhar Bharat, since few sectors demonstrate self-
reliance as concretely as designing and building one's own weapons. It is also a high-value manufacturing industry in
its own right, drawing in engineering, materials, electronics and precision machining capability that extends over into
the wider industrial base. And it is a growing export earner, thus helping India’s external account.

Defence Budgets Are Rising at Home and Abroad

The Ministry of Defence received Rs 7.85 lakh crore in the Union Budget for FY27, the highest allocation among all
ministries at approximately 14.7% of central government expenditure and an increase of 15.2% over the previous
year. It also represents an almost 3x growth of the Rs 2.53 lakh crore allocated in FY14.

India is not alone in increasing its defence spending. World military expenditure reached a record $2.9 trillion in 2025
according to the Stockholm International Peace Research Institute, the 11th consecutive year of growth and equivalent
to 2.5% of global GDP, the highest share since 2009. European spending rose 14% to $864 billion, while spending in
Asia and Oceania grew 8.1% to $681 billion. Thus, Indian manufacturers are scaling up against a backdrop of rising
global demand.

Ministry of Defence allocation has risen 1.7x since FY21 World military spending hit a record $2.9 trn in 2025
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Source: Press Information Bureau, Stockholm International Peace Research Institute (Trends In World Military Expenditure, 2025)
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From Import Dependence to Export Strength

The clearest evidence that the industrial base has ~3x growth in defence exports since FY22
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Source: Ministry of Defence

What stands out is the breadth of the order book rather than any single contract. India exports a diverse range of
prominent platforms including Brahmos Missiles, PINAKA rockets & launchers, aircraft like the Dornier-228, artillery
guns, radars, simulators, armoured vehicles, etc. These exports highlight both India’s technological breadth and its
strengthening position in global defence supply chains.

The Private Sector Steps Up

India’s defence production has seen a steady structural shift, with the private sector capturing a rising share of total
output. In FY 2025-26, private industry contributed 24% of India’s record %1.78 lakh crore defence production, up
from 22% in FY 2024-25. These figures mark its highest share ever and reflect a long-term upward trend driven by
policy reforms and capacity expansion.

The Adjacent Opportunity in Space

India’s expanding space economy is creating a growing opportunity for domestic defence manufacturers, enabling
them to apply high-precision engineering, advanced optics, microelectronics, and mission-critical systems originally
developed for defence programs to satellite missions, launch vehicles, and space-grade payloads. The rapid
commercialisation of space technologies, supported by national policy, is accelerating the role of these firms in
boosting domestic capability, reducing import dependence, and building an integrated ecosystem that bridges
defence and space.

The World Takes Notice of India’s Rapid Advancements

India’s defence ecosystem is increasingly attracting global partners. Notably the recent 2026 India—UAE Strategic
Defence Industrial Partnership includes joint production of unmanned aerial vehicles (UAVS), precision missiles,
naval platforms, and Al-driven systems. Additionally, the U.S.-India Defense Acceleration Ecosystem (INDUS-X)
aims to continue to facilitate private sector partnerships among U.S. and Indian companies. Together, these
partnerships signal a decisive shift from traditional defence sales towards co-development, investment and
innovation-driven engagement with India’s emerging defence-tech sector.

Conclusion

As India approaches its 80th Independence Day, the trajectory of its defence industry reflects the broader national
journey toward strategic autonomy, economic resilience and global relevance. Increased innovation, rising domestic
capability, and expanding export strength signals that India is no longer just securing itself but also shaping the global
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defence landscape. The momentum captured in these trends not only honours the legacy of self-reliance envisioned
at independence, but also positions India for a more confident and technologically empowered future.

Source: Ministry of Defence, Press Information Bureau, publicly available information

Disclaimer: Views expressed herein are based on information available in publicly accessible media, involve known
and unknown risks and uncertainties that could cause actual results, performance, or events to differ materially from
those expressed or implied herein. The information herein is for general purposes only. Stocks/Sectors/Views referred
are illustrative and should not be construed as an investment advice or a research report or a recommendation by
HDFC Mutual Fund (“the Fund”) / HDFC Asset Management Company Limited (HDFC AMC) to buy or sell the stock
or any other security. HDFC AMC is not indicating or guaranteeing returns on any investments. Past performance
may or may not be sustained in the future and is not a guarantee of any future returns. The recipient(s), before taking
any decision, should make their own investigation and seek appropriate professional advice.

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