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With the monsoon firmly set and filling up the water reservoir, the run up to the Budget seems to have been blessed by the rain God!. Overall for the
next budget exercise the development goal might supersede the rigid objective of ’fiscal austerity’. Given the growth slowdown, the Government should
ideally keep the deficit numbers constant for the next two years before reducing it further and try to propel growth. Sticking to a particular fiscal number
is not that important in the current scenario. Instead, emphasis should be on making country-mandated fiscal rules that are credible and achievable. For
an economy like India, higher public borrowings are a necessary evil given the large welfare schemes of the Government. As per our estimates, there is a
40% probability of fiscal deficit for FY20 being at 3.5% to 3.6% . The market will actually be happy with such numbers given the weak growth impulses.
Here the government will do well to remember the traditional wisdom in Kautlya’s Arthsastra which states that health of State treasury (Kosa) is im-
portant because all other goals of the society (Dharma, Artha and Kama) depend on it. Continuing the good work in rural sector, addressing the NBFC
sector issues and making MSME the engine of growth should be the focus in the Budget exercise.

The Budget could focus upon tweaking with the agricultural sector. A big push to the term loan will boost the agricultural sector. Further, setting up of
an Agri-marketing Reforms Council (AMRC) on the lines of the GST council and an exclusive focus on harnessing the rapidly shrinking water resources
also deserve higher priority. NBFC sector calls for urgent attention. Till March 2020, Rs 4.75 trillion of bonds and papers of NBFC sector are set to
mature. Further, most of the NBFC exposure is to the reality sector. Some sort of demand boost for the reality sector, like GST concessions to the buyers
and stamp duty rationalization could very well give a flip to the reality sector and can also help solve part of the NBFC quagmire that we are currently in.
The MSME sector too needs urgent focus. Here, we believe, there is a need for amalgamation of CGTMSE and CGFMU. This will remove the
complexities such as multiple coverage / non-coverage of MSME loans and understanding among field functionaries about various time norms to be
adhered to under each guarantee scheme will be eliminated. Setting up of an Equity Fund on the lines of the Sinha Committee suggestions may also be
crystallized.

As per our projections the yield curve may edge lower further with the 10 Yr G-sec yield likely to keep below 7% (now 6.88%) and eventually heading
towards the range of 6.5 % to 6.6 %. This will be reflecting more of the growth outcomes rather than the Government borrowings.
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SBI Estimates of Budget 2019-20 (Rs Crore)
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¢ The traditional wisdom in Kautlya’s Arthsastra States that health of

crore cut in food subsidy and rationalization of other
expenditures), which looks very difficult. So, there is a
need to enhance the disinvestment target by extra
Rs 10,000 crore to Rs 1 lakh crore.

¢ We believe that Government should keep Nominal
GDP growth at 11.5% for FY20 (Real GDP: 7.5% and
inflation: 4.0%) as it was estimated in Interim Budget.

State treasury (Kosa) is important in because all other goals of the
society (Dharma, Artha and Kama) depend on it.

OFF BLANCE SHEET BORROWING

¢ We made an attempt to calculate the Public Sector Borrowing
Requirement (PSBR) of the Centre, States and two major Public

¢ Keeping in mind that the growth slowdown, Sector Agency such as FCI and NABARD to come out the average

Government should ideally keep the deficit numbers
constant for the next 2-years before reducing it further
and try to propel growth in the country.

yearly PSBR. Our estimate shows yearly PSBR is around 6%
(excluding State public sector agency). We also have didn’t include
the off-budget loans of State Government and their agencies. If
these are included, the full PSBR may exceed 7% of GDP.
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in an economy is an unsettled question. In 2005 the
Government of Japan did an extensive survey of this
idea.

entities, when taken together, was at 6.39% of GDP in 2017-2018
and no different from four years earlier.

¢ This report concluded that: Generally, the size of
government is expressed either as the amount of
spending and burden or as the strength of government
involvement in terms of regulation. In either case,
when government becomes large, the effective distri-
bution of resources by the economy as a whole will not
be achieved, and economic activity is likely to be less
vigorous than it is under a smaller government.




Sector-Specific Suggestions

= Extension of interest subvention to all farm loans, particularly covering investment credit up to Rs 3 lakhs

= Set up an Agri-marketing Reforms Council (AMRC) to carry out agri-marketing reforms in states in a syn-

Agriculture chronized manner.

= Government should ensure that the Model Agricultural Produce and Live-stocks Marketing (APLM) Act of

2017 is implemented by all the States.

The definition for Affordable Housing and that of Priority Sector should be made uniform.

The real estate sector should be given a demand boost as it will also address the problem of the NBFC sec-

tor. These could include tax benefits as well as one time relief measures on GST, Stamp Duty, Charges for

Real Estate & the Registration of mortgage for properties bought before March 31, 2020.

Affordable Housing | = Student Housing and Co living is a new concept in India. Construction mainly for students and co-living by
the builders may be given benefits in form of tax concessions on rental income.

= Pension and Provident Funds may be encouraged to invest in PE funds through SPV for onward investment

in Affordable Housing.

Creation of market friendly infrastructure for Natural Gas sector is a must.

Coastal river linking may be extended to other coastal states in western, southern and eastern states.

Infrastructure & Public sector Banks / Fls may be permitted to source long term funds from domestic investors (rebate may

EPC be given in addition to section 80 C) to fund infrastructure projects. Tax rate concessions to lenders funding
infrastructure projects of long duration say beyond 10 years.

= Creation of land banks and upfront / single window approvals for infrastructure projects of national im-
portance is the need of the hour.

= There is a need for amalgamation of CGTMSE and CGFMU. This will remove the complexities such as multi-

MSME ple coverage / non-coverage of MSME loans and understanding among field functionaries about various

time norms to be adhered to under each guarantee scheme will be eliminated. Setting up of an Equity Fund

on the lines of the Sinha Committee suggestions.

An IBC like framework for NBFCs should be created to resolve the issues in a timely manner.

Am enabling atmosphere must be created for securitization.
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