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BUDGET 2021

The Budget math for FY21 got complicated due to a Black Swan event. Expectations from this budget are 
very high given the slowdown in growth last year. Also, the finance minister has hinted toward a budget 
like ‘never before’. With lower than estimated tax collection and receipt from disinvestment, consensus 
expects the tax collection to be 29% lower than budgeted estimates. The fiscal deficit stood at Rs 10.75 
lakh crore at the end of November, which is 35% higher than the budget estimate for FY21, according to 
data from the Controller General of Accounts. Though there are some green shoots of a post-covid recov-
ery, they are limited to few large businesses. Broadening of the recovery is the need of the hour. It requires 
a spending boost from the center. At the same time, we are already fiscally constrained. The audacious 
decision to boost growth with higher expenditure and let fiscal slip in a controlled manner is required. 

In FY21, the government had already announced multiple measures and stimulus packages to curb the 
economic impact due to the COVID-19 pandemic. It has already added a burden on the fiscal deficit as tax 
collection during H1 FY21 was at a record low. Though the total revenue can be down 29% compared to 
the budget estimate, it is expected that total spending will remain almost the same as compared to budget 
estimates. Overall, it is estimated that the fiscal deficit will be at 6.9%, which is significantly higher 
compared to the plan of 3.5% deficit in the FY21 budget estimate. 

Some signs of recovery in the economy and the kick start of a vaccination drive have fueled confidence that 
India’s GDP can grow 10–12% in FY22. However, there is a lot of damage that needs to be repaired such 
as weak demand, unemployment, inflation, NPA of banks, and poor balance sheet of some PSU Banks. 
Equity market participants will watch out for good spending from the government and won’t hesitate to 
digest slightly higher slippage in the fiscal deficit. However, the fixed income market will be looking the 
other way round. Higher fiscal slippages can impact the market borrowings and prices of government 
papers. 

Tax revenue growth had been slowing down since pre-covid amid weak economic activity and was hit hard 
during the pandemic. April to November corporate tax collections fell 36% y/y as earnings were impacted 
due to the lockdown. April to November indirect tax collections stood at -2% y/y, bringing some relief to the 
government.

Will it be a Budget like Never Before?
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However, indirect tax collection was mainly fueled by a 48% y/y rise in excise duty on petrol and diesel. But, 
this tail-wind can vanish soon. Rising crude prices and inflation may force the government to cut excise 
duty. As crude oil prices are expected to rise to $60/bbl by the end of 2021 due to recovery in economic 
activity. It will add pressure on fuel prices. 

If crude prices move higher to ~$60/bbl, petrol and diesel prices would increase by Rs 5–7 per liter. This 
would lead to almost three-digit petrol price in some states and spike the inflation. There will be pressure 
on the government to cut the excise duty. It is estimated that each rupee cut in excise on petrol and diesel 
is equal to an annual tax loss of Rs 130B. 

For FY21, the government has an aggressive disinvestment target, but due to economic slowdown, only Rs 
152B in divestment collections was achieved. For FY21, the divestment target will be missed by ~Rs 1.6T. 
It is expected that this target could get rolled over, along with incremental disinvestment plans. Economic 
recovery can help to achieve an aggressive disinvestment target in FY22. The government's push for the 
privatization of several entities, including Air India, BPCL, Concor, SCI, and BEML could reach its conclusion 
in FY22. IPO of LIC can also be expected. Higher disinvestments become crucial in FY22 as the government 
has limited scope to increase rates on direct taxes. Personal tax hikes would adversely impact consumption 
and can prove to be counter-productive. The indirect tax hike would also impact consumption and increase 
inflation. 

CII has suggested bringing down the government stake in PSBs to below 50% through the market route, 
over the next 12 months, except for 3–4 large PSBs. Over the last five years, the government has infused 
~Rs3.5T of capital into PSU banks. The majority of the recapitalization has been through recap bonds and 
not impacted the fiscal deficit. However, it is estimated that the annual interest outgo on those bonds now 
exceeds Rs180B. It is expected that the government will allocate funds to further recap PSU banks this 
year or have stake-sale plans. 
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Though the ways to increase income are limited, expenditure has to be done to recover from a slowing 
economy and achieve higher growth. It is expected that the fiscal deficit will be ~6.9% in FY21. Also, the 
government will try to keep the fiscal deficit for FY22 under 5.5%.  So, to fuel the growth, the government 
might go toward off-budgetary resources. This could be to capital expenditure through public enterprises 
and put food subsidies burden partially on the NSSF corpus. However, the off-budgetary push has limita-
tions. It will not impact the fiscal deficit but increases the debt/GDP of the government. According to 
consensus estimates, total public debt/GDP can be 84–87% in FY21, from an estimated 70–72% in FY20.

Middle-Class Expectations from ‘Never Before’ like Budget
The section in the budget that India’s middle class and salaried people have their eyes on is income tax 
slabs, which directly affect them. Though the fiscal deficit and fewer revenue sources give little room for the 
personal tax cut, the layman hopes that a promise of ‘never before’ like budget from the finance minister has 
given a hope that tax slabs could change and the Indian middle class will have more money in hand. 

Increasing the 80C investment limit from the existing Rs 1.5 lakh: 80C section is a major preferred route 
of tax savings, especially among millennials. If the limit is raised from the existing Rs 1.5 lakh, inflows to the 
Indian market will increase, which in turn has a positive impact on the economy as a whole. Also, many 
experts have suggested and people are expecting that the tax-free investment limit under 80(C) would be 
increased to Rs 2.5 lakh from Rs 1.5 lakh currently. This will encourage more investment and also help to 
keep inflation under control. 

Additional deductions: Employees working from home expect the government to provide some additional 
deductions as many companies have reimbursed additional expenses and as a result, the tax burden has 
increased. 

Higher Tax Rebate on Home Loans: Many middle-class families are willing to buy homes as interest rates 
on home loans have dropped and state governments are giving many incentives to boost home sales. In 
such a scenario, if tax rebate is hiked on home loans, it can be fruit-bearing for the common man as well as 
the real estate industry. Currently, an individual gets Rs 1.5 lakh exemption under 80(C) and Rs 2 lakh 
under 24B for a home loan. If this is increased to Rs 4-5 lakh, it can be a big boost to the housing industry. 

Cut in income taxes could come back to the exchequer as indirect taxes 
In the last budget, the finance minister introduced a new tax regime. However, there were no major benefits 
of the new regime for all. According to consensus, most of the taxpayers continue with the old regime and 
were not ready to go for the new one as investment benefits cannot be availed under the new regime. This 
time, there are expectations that the tax-free slab can be increased from the current slab of Rs 0-2.5 lakh. 
If there’s a cut in personal income taxes, the disposable income rises, which in turn, will encourage 
consumption. With an increase in compliance with GST, the government can certainly increase the share of 
indirect taxes collected.

Disposable income = Total income – taxes; i.e., income available for spending and savings  

The government will try to 
keep the fiscal deficit for 
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Increasing the 80C invest-
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As agriculture is the backbone of the Indian economy, the government of India has brought significant 
reforms in the agriculture sector which includes the introduction of farm bills. Further, the government has 
recently set up two schemes: 1) Kisan Rail (for the seamless supply of perishable commodities throughout 
the country) 2)  Krishi Udaan (likewise on national and international routes), which should ensure a robust 
supply chain in the agriculture sector. The government has set a target to double the income of the farmers 
by 2022. To achieve the aim, the government had started Prime Minister Kisan Samman Nidhi Yojana under 
which, farmers get Rs 6000 in three equal installments during a financial year.

India’s agriculture sector is expected to be on a higher growth trajectory in 2021. This could aid the econo-
my’s revival in a significant way. Early indications of the standing rabi crop augur well for agriculture outlook 
for the year. The crop showing in the ongoing season stood at 265.43 lakh hectare area (ha) till November 
20, as per data posted by the Union Ministry of Agriculture and Farmers’ Welfare.  Similarly, area shown 
under kharif is presented below

Expectation:

There is an expectation of incremental allocation towards the addition of more farmer producer organiza-
tions (FPO)s and empowering of existing FPOs for establishing and improving market linkage for all retail 
farmers.

Farmers are expecting special incentives and discounts on adopting new technologies in this year's budget. 
Also, they would like to have the GST to be exempted for the machinery purchased for the agricultural 
sector.

In India, research & development (R&D) investment in agriculture stood at around 0.3% of agricultural GDP. 
Considering this number is minuscule, it is crucial to shift the focus toward scaling up R&D investment to 
address emerging challenges of food and nutrition security, climate change, reducing the input costs and 
wastages. Thus, increasing allocation toward R&D investment in this budget is the need of the hour.

There should be an announcement in the budget regarding investment in new-age technologies to estab-
lish technology-led growth in the agriculture sector. The use of farm mechanization technologies with 
effective farmer-to-farmer rental models, technological innovations for soil and water conservation are 
some of the steps that can ensure an increase in agricultural yield. 

The agri-inputs such as fertilizers and seeds come under the 5% GST basket, while agrochemicals have a 
GST rate of 18%. Industry players expect the revision of GST rates of agrochemicals in line with the fertiliz-
ers and seeds segment. Also, subsidiary allocation toward urea and nutrient-based fertilizers are the one 
among the wish list for this budget.

The industry players suggest that instead of providing fertiliser subsidy, the government can focus on 
physical distribution to cash in the farmers account which can mitigate urea consumption and helps in 
organic manure consumptions thereby reduce subsidy burden to a certain extent.

Currently, there is import duty of 5% on phosphoric acid and 2.5% on ammonia. The import duty can be 
curtailed which would be positive for fertiliser companies.

Agriculture

Source: Ministry of Agriculture & Farmers welfare
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Domestic automobile production clocked a CAGR of 2.4% between FY16–FY20 with 26.36M vehicles 
being manufactured in the country in FY20. Overall, domestic automobile sales advanced at a CAGR of 
1.29% FY16–FY20 with 21.55M vehicles being sold in FY20. Two-wheelers and passenger cars are the 
major revenue drivers and enjoy a market share of 80.8% and 12.9%, respectively, accounting for a 
combined sale of over 20.1M vehicles in FY20. Two-wheelers and passenger cars contributed the majority 
of automobile exports, with the overall automobile export surpassing the 4M mark in FY20, with a CAGR of 
6.94% during FY16–FY20.

As reported by SIAM, the Indian automobile industry posted a 20.3% decline in domestic sales in FY20 as 
compared to a 5.9% growth in FY19. The passenger vehicle segment declined 17.3% in FY20 (as against 
2.8% growth in FY19). The decline was mainly driven by the incremental cost of vehicle ownership, weak 
consumer sentiment, and general economic slowdown, among others. The COVID-19 pandemic also made 
a dent in a much anticipated mild recovery in the automobile industry.

Expectation:

The auto industry players are eyeing for the government to allow taxpayers to gain benefits of claiming 
depreciation on vehicles. This should motivate individuals to file IT returns and promote growth in GST 
collection. Further, there is also an expectation for an extended depreciation period for corporates. The 
increase in depreciation rate for all types of vehicles which was valid till March 31, 2020, should also be 
extended for FY21, to calibrate the demand.

There was an introduction of TCS of 0.1% on the auto dealers in the finance bill 2020 effective from 
October 1, 2020. This could be a burden on the retail industry, as the working capital is blocked until the 
money is refunded to the dealers.

Hybrids are categorized in the same bracket as large cars and SUVs and are taxed at 43%, which is very 
high as compared with EVs, which come under the 5% GST bucket. The industry expects the government 
to either lower the GST on hybrids to 18% from 28% or reduce the 15% cess.

The auto sector hopes the government will implement an incentive-based scrappage policy to get old, 
outmoded, and polluting vehicles such as trucks and buses off the roads. The policy will make the disposal 
of old vehicles (older than a specified period of holding) compulsory, which will lead to increased demand 
for new (commercial) vehicles in the market. 

The auto industry has demanded relief from customs duty on the import of lithium-ion battery cells. This is 
crucial to develop the EV ecosystem in India, notably battery manufacturing. 

Automobile
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The sources of revenue for the government are strained due to disruptions caused by the spread of corona-
virus. Hence, the government is likely to focus more on disinvestment and privatization of a few public 
sector banks. 

We can also expect some allocation for recapitalisation of PSU banks. The government desires to increase 
private banks’ participation in economic activity, and issue new licenses to private players. The non-per-
forming assets have been an issue for the banks and are rising due to stress in economic activity. Per RBI, 
the data on gross non-performing assets (GNPA) of banks are yet to reflect the stress, obscured under the 
asset quality standstill with attendant financial stability implications. According to a report by RBI’s Finan-
cial Stability and Development Council, the gross non-performing assets (GNPAs) of banks might increase 
to 14.5% from 7.5% in September under severe stress scenario. Even under base case scenario, it may rise 
to 13.5%. The government might set up a “bad bank” to buy NPAs from PSU banks. This will decrease 
NPAs of existing PSU banks. Presently, NPAs are sold to asset reconstruction companies (ARCs) for mostly 
security receipts (SR) and not for cash consideration. SR is an instrument wherein the payment is made 
only after recovery. Thus, there is no guarantee that money will be collected from a NPA. The government 
should allow AIFs and FPIs to invest in bad banks and compete with ARCs to buy bad loans.

In FY20, the government has announced a recapitalization package worth Rs 70,000 crore. Measures were 
also implemented for PSU mergers. In the upcoming budget, we can expect a roadmap to strengthen 
balance sheets of PSU banks and also private banks. In times of turbulence, public sector banks have been 
supported by the exchequer. In the last 12 years (till 2019–2020), the government of India has infused 
equity worth Rs 3.8T in public sector banks.

Higher spending in infrastructure will also boost credit growth of corporate banks. We can expect 
measures to further increase the financial inclusion. As of now, 350M new PMJDY accounts have been 
opened, which are used for direct benefit transfers. The government can leverage existing Jan Dhan 
accounts and increase functionalities. This is a positive for the financial sector in the long-term. Transparen-
cy will also increase, which will enable the government to track transactions. Direct cash transfer to farmers’ 
bank account instead of physical distribution of fertilizer subsidy will curb urea consumption and aid organ-
ic manure consumption. 

Tax incentives in the upcoming budget should boost demand for housing loans and personal loans, which 
will increase the economic activity in the country. The implementation of scrappage policy would benefit 
vehicle financiers and should drive vehicle loans.

Banking
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In order to revive economic activity in the country, the Government of India will continue to spend on build-
ing infrastructure. Infrastructure spending not only provides contracts to private parties but it also gener-
ates jobs. In addition, it will have a lasting impact on the economy by raising productivity and efficiency. 
Government has also announced Atmanirbhar Bharat Abhiyaan, through which it is encouraging industries 
to be self-reliant and independent.

The index of industrial production (IIP) contracted 1.9% in November 2020. It grew 3.6% in October 2020, 
fastest in FY21. The turnaround in October’s numbers were bolstered by festive demand and also helped 
by a low base in October 2019.

Well planned and developed infrastructure enhances the level of economic activity. The total capital expen-
diture in infrastructure for 2020–2025 is projected to be Rs 111T. Out of the total National Infrastructure 
Pipeline (NIP) of Rs 111T, projects worth Rs 44T (40%) are under implementation, projects worth Rs 34T 
(30%) are at the conceptualisation stage, and projects worth Rs 22T (20%) are under development. 
Information regarding the project stage is unavailable for projects worth Rs 11T (10%). The NIP framework 
currently comprises 39% investment by the Centre, 40% by states, and 21% from the private sector.

Through the government’s VGF (viability funding gap) Scheme, select infrastructure projects would be 
given financial support for facilitating implementation. Empowered Committee (EC) will clear funding up to 
Rs 200 crore. Projects above Rs 200 crore will be approved by the EC under the Finance Minister. These 
projects would be implemented by a private sector entity that will be selected by the government or a 
statutory body through an open competitive bidding process.

To boost indigenous manufacturing and infrastructure projects in the country, the government has come up 
with Rs 1.46T ($20B) Production-Linked Incentive (PLI) Scheme, which aims to attract global manufactur-
ers. This scheme is in sync with the Atmanirbhar Bharat Abhiyaan, which seeks to reduce the country’s 
dependence on foreign supply chain networks.

Infrastructure

The oil & gas sector is closely related to India’s economy and it is one of the eight core industries of the 
country. India is the second-largest refiner in Asia, its oil refining capacity stood at 249.9M metric tonnes in 
October 2020. Around 35.3% of the refining capacity is owned by private companies. India’s petroleum 
consumption stood at 213.7MMT in FY20 and growth of 4.5% y/y. It exported petroleum products 
65.7MMT in FY20 compared to 60.5MMT in FY16. Gas pipeline infrastructure was at over 17,000 kilome-
ters as of June 2020. 

Expectations:

The government is planning to set up 5,000 compressed biogas (CBG) plants by 2023. We can expect 
some kind of capital allocation toward the same.

The government is expected to invest $2.8B in the upstream oil & gas companies to double natural gas 
production to 60 bcm. To bring market-driven pricing in the energy market, the government has planned to 
initiate an energy exchange.

To increase the use of clean fuels, the government is planning to set-up bio-CNG plants and allied 
infrastructure for $1.1B. 

We can expect an announcement related to the inclusion of gas under the GST structure. This is a positive 
to the city gas distribution companies like MGL and IGL.

Oil & Gas
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Fast-moving consumer goods (FMCG) is the fourth largest sector in India. Household and personal care 
sales contribute 50% to the overall FMCG sales. Urban (55% of FMCG sales) is the major contributor to 
sales; however, rural consumption grew the most in the recent years. Retail market is expected to reach 
$1.3T in 2021 from $840B in 2017. Within FMCG, modern trade is expected to grow around 20–25% in 
the coming years, boosting overall FMCG sales.

In India, the majority of population lives in rural areas. Hence, the development of country depends on the 
rural economy. We can expect various measures focusing on the rural development in the upcoming 
budget. As the rural per capita increases, consumption should increase.

Higher allocation toward MNREGA will increase the disposable income of rural population. They can 
increase spending on label products. This will benefit the FMCG companies such as HUL, Dabur, Emami, 
and Colgate.

Direct benefit transfer (DBT) of subsidies to farmer’s bank accounts will also aid consumption. Again this 
move will benefit rural focused FMCG companies.
We can expect some tax tweaks in the upcoming budget. Lowering tax of individuals will increase dispos-
able income. This will boost premium FMCG consumption as tax paying individuals mostly reside in cities 
and towns, who spend on premium brands.

The government has approved 100% foreign direct investment (FDI) in cash and carry segment and 51% 
FDI in multi brand retail. The GST implementation is also good for the premium segment of FMCG goods as 
they used to attract 22–25% tax rates previously compared with an 18% tax under GST tax structure. We 
can expect some reductions in the GST structure in the upcoming budget.

To boost revenue, we can expect an increase in cess rate on cigarettes. This might dampen sales of ITC and 
VST industries, which are leading cigarette manufacturers in the country.

Currently, custom duty on gold is 12.5%. At a record high gold price, jewelers are looking for a reduction in 
import duty on gold. If the finance minister reduces the duty, it will be positive for jewelry companies.

FMCG

Jewelry
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Technology sectors showed spectacular resilience amid the economic distress caused by the COVID-19 
pandemic. In fact, the COVID-19 pandemic works as a catalyst for technology and digital adoption across 
sectors. The IT companies took timely cost-cutting measures that resulted in registering a multi-quarter 
high margin. Also, the top-line of the company showed a sharp recovery, mainly led by the adoption of 
digital technologies.

India is emerging as the biggest and fastest-growing digital markets in the world. The number of internet 
subscribers in India currently stands at around 740M and is expected that 60% of the population would use 
the internet by 2022, making India one of the largest and fastest-growing digital economies in the world. 
Revenue from the digital segment is expected to form 38% of the total industry revenue by 2025. The 
digital economy is estimated to reach Rs. 69,89,000 crore ($1T by 2025).

Expectation:

The NASCOM expects an extension of the benefit of the concessional corporate tax rate of 15% to new 
units in SEZs in tier II and III cities, which commence operation within a prescribed period and commit to 
creating jobs beyond a certain threshold.

IT companies have a huge amount of unutilized MAT credit, on the backdrop of tax holiday under Section 
10AA of the Act. Thus allowing a carry-forward of the Minimum Alternative Tax (MAT) credit would be a 
welcome step.

NASCOM has suggested reforms relating to section 80JJAA act, such as increasing the threshold of total 
emoluments to INR 50,000 per month from INR 25,000, prescribing a lower threshold for the number of 
days, i.e., 150 days (instead of 240 days) should be extended to all the businesses.

NASCOM also expects expansion scope of utilization of SEZ reinvestment reserve created under section 
10AA of the act to include all capital and operating expenses. A current provision makes it mandatory to 
utilize the reserve for acquiring plant and machinery.

Information Technology
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India has occupied the top position as a worldwide largest supplier of generic drugs. Indian pharmaceutical 
sector caters to more than 50% of global demand for various vaccines, 40% of generic demand in the U.S. 
and 25% of all medicine in the U.K. The pharma sector posted a healthy show with exports increasing 
15.2% to $11.8B during the first half of FY21. EBITDA margins elevated 300bps during the second quarter 
and the first half of FY21. The stellar performance was mainly driven by cost rationalization initiatives and 
improving revenue growth in key geographies of India and the U.S. 

Expectation:

Industry players expect enhancement of R&D expenses write-off from 5 years to 2–3 years, which will 
incentivize the pharma sector, and it will be more linked to revenue/dollar earning that the government is 
planning through PLI schemes.

Industry players also expect tax incentives to be provided for pharma R&D/patents. Also, they are looking 
for life-saving drugs to be categorized at the lowest rate of tax under GST in the upcoming budget.

Due to the global pandemic, the developed countries have shown concern regarding the reliability of the 
supply chain and have started looking for alternatives other than China. Further, India has a huge depen-
dency on China for the import of active pharmaceutical ingredients (API) and key starting materials (KSM). 
To reduce the dependency, the government has recently introduced a PLI scheme, which incentivizes 
investment for APIs, KSM, medical devices. However, Phase I of the scheme had conferred incentives for 
five (five) years, which was a low gestation period given the duration needed to achieve commercial 
production. So, it is expected that the government should consider extending the period for which these 
incentives are made available as it finalizes the finer print for Phase II. Also, industry players expect the 
immediate imposition of anti-dumping duties to eradicate the Chinese goods that are available at a surplus 
in the market at cheaper rates.

Pharma

The paint sector can be broadly divided into two main categories: organized sector and unorganized sector. 
Organized sector includes large- and medium-sized units and the unorganized sector includes small-scale 
sectors. India's paint market is also split into two main categories: decorative (~75% of total), which 
includes exterior, interior, and primer products for residential housing and other architectural display 
markets; and industrial, which includes auto and marine/other markets.

Roadmap and allocation toward smart cities and housing for all will be positive for the paint industry. Also, 
if the income tax reduction comes in, the disposable income of middle and higher-middle class people will 
increase. Thus, spending will increase and boost demand for paints. Further, the paint industry has benefit-
ed significantly from the government’s focus on providing affordable housing. Currently, house loan rates 
are already low, if budget 2021 increases Rs 2 lakh tax rebate that is currently offered on home loans, it will 
increase housing demand and this will increase the demand for paint products as well.

Paint
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The real estate sector is the second-largest employer in the country and accounts for about 10% of GDP 
directly or indirectly. The government has taken various measures such as a declaration for AIF of Rs 
25000, a tax holiday under section 80 IAB for developers, declaring infrastructure status to affordable 
housing, among others to achieve the goal of 100 smart cities projects and housing for all by 2022. Also, 
recently the Maharashtra government exempted premiums charged on construction by 50% until Decem-
ber 31, 2021. The 50% waiver in premium applies to both ongoing and new projects. This is a welcome 
step when the sector is struggling to deal with the unsold inventory of residential units and incomplete 
projects due to COVID-19 blues.

Expectation:

The government can provide a tax break on income from residential property, which could boost demand 
for rental housing. This in turn can be helpful in greater off-take of unsold inventory.

The benefit under 80IBA could be extended further to cover up to 60 sq mt carpet areas for the apartment 
in metro cities too. This will benefit the middle-income group as well as will provide leverage to the devel-
opers in designing better homes.

Section 80EEA allows a deduction for interest payments up to Rs 1,50,000 over and above the deduction 
of Rs 2 lakh for interest payments available under section 24 of the income tax act. Under this scheme, 
currently, there exists a cap on the property value of Rs 50 lakhs for a loan amount of Rs 35 lakhs for 
first-time buyers. The industry wants it to be increased to Rs 75 lakhs and Rs 60 lakhs, respectively. 
Further, the tax exemption under Section 80C can also be increased from the current Rs 1.5 lakhs.

The current  GST rate on under-construction properties stood at 5% minus the input tax credit benefit for 
premium homes (valued above Rs 45 lakhs) and 1% for affordable homes (valued under Rs 45 lakhs), 
Industry players are eyeing a waiver on GST in the budget that can mitigate the overall burden on develop-
ers and make property prices competitive.

In the previous budget, the government govt introduced SWAMIH which aims at the completion of the 
stalled projects. The scope of SWAMIH can be extended to cover last-mile funding for other affordable 
housing projects.

Real Estate
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BUDGET 2021

In India, the textiles and apparel industry accounts for about 2.3% of the GDP and 13% of the industrial 
production. It is estimated that more than four crore people are engaged directly in the textile industry and 
another six crores in allied sectors. The finance minister can focus on this sector in the budget as it will give 
a push to the Atmanirbhar Bharat theme and help generate much-needed employment.

The industry expects the implementation of a uniform GST structure for apparel and textiles to address the 
problem of higher duties on inputs. At present, manmade fiber is taxed at 18%, spun yarn and filament yarn 
at 12%, and final output, including garments, at 5%.

The other expectation is the removal of anti-dumping duties on viscose staple fiber (VSF), which is an 
important raw material. The move will reduce the input cost for companies.

India has positioned itself as the second largest producer of cement in the world. It has a strong potential in 
terms of development in infrastructure and construction, which will significantly help the cement sector. 
Cement production was at 329MT in FY20 and is likely to reach 381MT in FY22. Similarly, consumption 
was at 327MT in FY20 and is expected to reach 379MT by FY22.

The industry is looking for rationalization of GST structure on cement. It is expected that the Finance Minis-
ter can revise GST for cement. In addition, all the positive developments such as higher allocation toward 
infrastructure and housing for all smart cities can boost the cement industry. As the government is focused 
on reviving economy, the expenditure on infrastructure is likely to be high in this budget.

In FY20, budgetary support to the ministry of transportation was more than Rs 90,000 crore, while for 
NHAI, it was Rs 42,500. Higher allocation is expected here as it will help infra growth and also generate 
employment at the ground level, which will subsequently result in increased project awards and improve 
cement demand.

Due to an increase in price of diesel, logistic cost has been very high for cement companies in Q3 FY21. A 
similar trend is expected in Q4 FY21. If the Finance Minister lowers the high excise duty on diesel, logistics 
cost which accounts for 30–35% of cost for cement companies will reduce, thereby resulting in higher 
margins.

Textile

Cement

Source: Ultratech Cement Q3 FY21 investor presentation`

Higher allocation to ministry 
of transportation and NHAI 

industry expects the imple-
mentation of a uniform GST 
structure

removal of anti-dumping 
duties on VSF

The industry is looking for 
rationalization of GST 
structure on cement.

Lower the excise duty on 
Diesel



15

BUDGET 2021

Non-bank financial companies (NBFCs) cater to niche geographies and sectors. They are vital to the econo-
my as they provide credit to the unbanked population. The flexibility of operations has enabled them to 
scale higher and become systemically important to the economy. In terms of operations, they are quick in 
under-writing and are customer oriented. In addition, lower transaction cost differentiates them from the 
traditional banks. NBFCs were the largest borrowers of funds with gross payables of Rs 9.3T and gross 
receivables of Rs 0.9T as on September 2020. The minimum CRAR is 15% and risk weights are broadly 
under 0%, 20%, and 100% categories.

Housing finance companies (HFCs) were set-up to primarily issue home finance. HFCs were the second 
largest borrowers of funds after NBFCs from the financial system, with gross payables of around Rs 6.2T 
and gross receivables of Rs 0.5T as on September 2020.

HFCs are currently prescribed to have a minimum capital adequacy ratio (CRA) of 12% and it will be 
progressively increased to 14% by March 31, 2021 and to 15% by March 31, 2022.

Key expectations from the upcoming budget:

To boost the consumption, the home buyers currently get a tax rebate up to Rs 2 lakh on the interest paid 
toward home loan. To further boost the real estate sector, market participants are expecting a rebate of up 
to Rs 5 lakh.

Urban population is expected to increase to 590M by 2023, which will result in an increased demand for 
affordable housing. Government may take necessary measures to encourage private investment in hous-
ing. Any tax incentive to encourage home buyers would fuel the growth of HFCs. Government may also 
take measures to make liquidity available for NBFCs. Securitization volume had declined 80% in H1 FY21 
compared with the corresponding period a year ago. We can expect easing of guidelines to increase securi-
tization across asset classes in the upcoming budget.

In the last budget, the allocation for defence budget increased 6% to Rs 3.37 lakh crore from Rs 3.18 lakh 
crore. Budget outlay for 2020–2021 stood at Rs 4.71 lakh crore, including pensions for defence personnel. 
Also, there was allocation of Rs 1,10,734 crore to the armed forces for modernization and buying new 
weapon systems, which was Rs 10,340 crore higher as against the allocation in Budget 2019. The defense 
outlay is expected to hike further in this year's budget.

There is an expectation of the announcement of a special modernization fund for the armed forces because 
there are several modernization projects that needs immediate implementation amid the tension exists in 
the LAC and LOC.

“Make in India” will be an area of focus for armed forces equipment manufacturing. Self-reliance is also 
strategically important for the nation. The government needs to spend on R&D of niche technologies, 
artificial intelligence, autonomous unmanned systems, and long range precision technology.
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Emami

} Ideal Buy Range
462 - 485

CMP 483 (as of Jan 29 EOD)

Coromandel International

} Ideal Buy Range
838 - 880

CMP 844.9 (as of Jan 29 EOD)
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Indraprastha Gas

} Ideal Buy Range
515 - 540

CMP 515.8 (as of Jan 29 EOD)

Kec International

} Ideal Buy Range
360 - 378

CMP 359.65 (as of Jan 29 EOD)

18



8

Research Team:

Mayuresh Joshi, mayuresh.joshi@williamoneilindia.com
Kongari Rajashekar, kongari.rajashekar@williamoneilindia.com
Rushit Sejpal, rushit.sejpal@williamoneilindia.com
Satya Narayan Panda, satya.panda@williamoneilindia.com

Disclaimer: William O Neil India Investment Adviser division, is one of the divisions of William O Neil India 
Private Limited, which is a company incorporated under the Companies Act 1956. William O Neil India Invest-
ment Adviser division is a registered investment advisor with the Securities and Exchange Board of India and 
through its online product, MarketSmith India intends to provide quality equity research material and information 
to its customers. The investments discussed or recommended through MarketSmith India may not be suitable 
for all investors and hence, you must rely on your own examination and judgement of the stock and company 
before making investment decisions. Data provided through MarketSmith India is for information purposes only 
and should not be construed as an offer or solicitation of an offer to buy or sell any securities. Information and 
discussions made available through MarketSmith India contain forward looking statements that involve risks, 
uncertainties and assumptions that could cause actual results to differ materially from those contemplated by 
the relevant forward-looking statement. William O'Neil India Investment Adviser division or its employees / 
directors or any of its affiliates are not responsible for any losses that may arise to any person who has made 
investments based on the contents of this document. Past performance never guarantees future results.

Analyst Disclosures: No part of his or her or their compensation was, is, or will be directly or indirectly related to 
the specific recommendations or views expressed in this research report.

Disclosure of Interest Statement Companies where there is interest

Analyst ownership of the stock No

Registered office address: Technomark Building, A-4, NGEF Ancillary Industrial Estate, Graphite India Road, 
Mahadevapura, Whitefield, Bangalore 560048, Phone: + 91 80 67453802, Fax: + 91 80 6745381, Website: 
http://www.williamoneil.com/india/, For investor queries: queries@marketsmithindia.com For grievances: griev-
ances@marketsmithindia.com; For compliance officer:compliance@marketsmithindia.com, Corporate Identity 
Number: U74999KA2012FTC066881, Investment Adviser SEBI Regn. Nos: INA200005125 valid till 11 July 
2021.

expects the government to 
either lower the GST on 
hybrids to 18%



Technomark Building, A-4, NGEF 
Ancillary Industrial Estate, 

Graphite India Road, 
Mahadevapura, Whitefield, 

Bangalore 560048,

OUR PRODUCTS

SWINGTraderIndia

expects the government to 
either lower the GST on 
hybrids to 18%


