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The Interim Budget 2019-20, while encapsulating all that the present Government has done in its tenure, has
introduced a slew of measures aimed at farmers, rural population, middle class/salaried class and underprivileged
through various schemes and increased allocation of money. There is a big fillip for affordable housing. The
Budget has broadly imparted a vision on a ten year horizon laying the basis for a regular budget that is likely to
come up during July 2019.
Fiscal arithmetic of FY20 is largely dependent upon FY19 numbers. Given the trends in revenue and expenditure
till Dec, the FY20 numbers look aggressive. For FY20, gross borrowing is projected at Rs 7.1 lakh crore and net
borrowing at Rs 4.73 lakh crore. For FY19, an additional borrowing of Rs 19,000 crore is envisaged. For FY20,
extra budgetary resources for PSUs has also been budgeted at Rs 3.97 lakh crore. Though lower than Rs 4.46
lakh crore in FY19, it is still substantial. The issuance of securities against small savings has also been increased
to Rs 1.25 lakh crore for FY19 as against the budgeted Rs 75,000 crore (FY20 at Rs 1.30 lakh crore).
India will be the first country in the world that will be providing some sort of direct income transfer to more than
12 crore farmers which is 40,000 times higher than the average number of beneficiaries benefited in those
countries which have implemented such cash transfer schemes. The Government has also proposed a mega
pension scheme for 10 crore labourers and workers in the unorganised sector.
Individual taxpayers having taxable annual income up to Rs 5 lakh will not be required to pay any income tax. All
tax payers will save on an average Rs 3000 per annum in taxes. The TDS limit on interest earned on bank
deposits has been increased to Rs 40,000 from Rs 10,000 currently. This will incentivize investors to invest in
bank deposits.

ANALYSIS OF INTERIM BUDGET 2019-20
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SECTION I: THE BIG PICTURE

MACRO VIEW
 Fiscal arithmetic of FY20 is largely dependent upon FY19 numbers. Given the trends in revenue and expenditure
till Nov, the FY20 numbers look aggressive. Deviating from fiscal consolidation path, fiscal deficit for FY19 and
FY20 is pegged at 3.4% of GDP. The slippage in fiscal deficit is primarily attributed to allocation of funds to the
farmers: Rs 20,000 crore is proposed in FY19 and Rs 75,000 crore in FY20 for PM-KISAN. In actual terms, fiscal
deficit for FY20 is Rs 69,600 crore more than the FY19 revised number. The Budget estimates 11.5% nominal
GDP growth rate for FY20 (same as the previous year). Assuming 7% real GDP growth rate, this translates into
an inflation of around 4.5%, which is reasonable.

 Gross tax revenue is expected to grow by 13.5% in FY20 to Rs 25.5 lakh crore. This revenue target from
taxation is supported by 13.3% growth in corporation tax and 17.2% rise in income tax from direct tax side. We
believe that FY20 GST numbers at Rs 7.6 lakh crore (Rs 63,433 crore per month) compared to Rs 6.4 lakh crore,
is achievable as GST process is stabilizing. The Government is expecting more compliance and hence better
collection in FY19.
 Even if we a make a modest shortfall in gross tax revenue shortfall of 10% in FY19, it will translate into gross tax
revenue growth rate of 26.1% in FY20. If there is a 5% shortfall, this growth rate becomes 19.5%. If we look at
the decadal CAGR in FY10-19, it is 15.3%. For the sake of next year’s revenue projection fulfillment, it is
necessary that this year’s target are not missed.

 Disinvestment target for FY20 is budgeted at Rs 90,000 crore which is Rs,10,000 crore more than the FY19
revised estimate. We believe that Government will be able to achieve this target given that it has approvals for a
list of companies for public offerings both through initial and follow on public offers. Major subsidies will increase
by a whopping 11.4% to Rs 2.97 lakh crore.

 The Interim budget, while encapsulating all that the present Government has done in its tenure, has introduced a
slew of measures aimed at farmers, rural population, middle class/salaried class and underprivileged through
various schemes and increased allocation of money. There is a big fillip for housing.

 Providing direct income support at the rate of Rs 6,000 per year to farmer families (around 12 crore small &
marginal farmers), having cultivable land upto 2 hectares is a good beginning. Providing 2% interest subvention
to the farmers pursuing the activities of animal husbandry and fisheries, who avail loan through Kisan Credit Card
and an additional 3% interest subvention in case of timely repayment of loan will reduce the interest burden on
poor farmers

 Individual taxpayers having taxable annual income up to Rs 5 lakh will not be required to pay any income tax.
Around 30 million taxpayers will benefit from this with a cost of Rs 18,500 crore to the exchequer. For salaried
persons, standard deduction is being raised from the current Rs 40,000 to Rs 50,000. This will provide additional
tax benefit of Rs 4,700 crore to more than 3 crore salary earners and pensioners on an average of around
Rs 3000 per person.

 One of the most remarkable and long-pending demand that has been met in this Budget is the increase of TDS
threshold limit on interest earned on bank/post office deposits from Rs 10,000 to Rs 40,000. As of Mar’18 there
were 239 million term deposit accounts in banks with per account balance at Rs 2.75 lakh. Assuming 7.5% rate
of interest, on an average every term-deposit holder accrued interest of Rs 20,000, out of which he/she has to
pay TDS on Rs 10,000. Now that interest earned upto Rs 40,000 is exempted this will bring large relief to all the
small depositors and they may deposit upto Rs 5 lakh in term deposits. Banks may see surge in term deposits
going forward.

 Total Gross Market Borrowings of the Government is projected at Rs 5.71 lakh crore in FY19 (BE of Rs 6.05 lakh
crore). However, after taking into account repayments of Rs 1.48 lakh crore (adjusting for switch of Rs 17,000
crore) net borrowings is estimated at Rs 4.22 lakh crore. For FY20, gross borrowing is projected at Rs 7.1 lakh
crore and net borrowing at Rs 4.73 lakh crore (after adjusting for switch and buyback of Rs 50,000 each). To
subscribe to this government borrowing programme in the absence of matching demand, the yields may see an
uptick, as witnessed today.
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 A higher borrowing can be matched only in a scenario where the NDTL of the banks go up leading to increased
SLR requirements, which can be met through purchase of G-Secs. The catch in this, however, would be the
latest decision of revising the TDS exemption which in an ideal scenario should bring depositors back to the
banks. The depositor will exercise option based on the trade-off between the deposit rates and the benefits out
of TDS exemption.

 The total dividend from the Reserve Bank of India, nationalised banks and financial institutions is estimated
around Rs 82,911 for FY20, slightly higher than the revised estimated of FY19 (Rs 74,140 crores). For FY19,
Government has revised upwards its estimation from Rs 54,817 crore to Rs 74,140 crores due to better
financial positions of banks post Q3. For FY20, we believe that Government will manage to get the estimated
amount as implementation of IBC, relaxation in PCA and better economic growth will prop up banks’ bottom
line.

 People working under the informal sector have been duly acknowledged with a mega pension yojana namely
'Pradhan Mantri Shram-Yogi Maandhan' for the unorganised sector workers with monthly income upto
Rs 15,000. This pension yojana shall provide them an assured monthly pension of Rs 3,000 from the age of 60
years on a monthly contribution of a small affordable amount during their working age. The Government will
deposit equal matching share in the pension account of the worker every month.
 Some next gen steps like a National Programme on 'Artificial Intelligence', making 1 lakh villages into Digital
Villages over next five years, technology intensive project to transform the Income-tax Department into a
more assessee-friendly one with 24 clearance window also provide the momentum to an India which is
technology driven and efficient.
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FISCAL MANAGEMENT: THE GENESIS OF FISCAL MATHS FOR
FY19
AND FY20
 Deviating from fiscal consolidation path, fiscal deficit for FY19 and FY20 is pegged at 3.4% of GDP. The
slippage in fiscal deficit is primarily attributed to allocation of funds to the farmers. The Budget estimates 11.5%
nominal GDP growth rate for FY20 (same as the previous year). Assuming a 7.5% real GDP growth rate, this
translates into an inflation of around 4.0%. This seems to be quite realistic.
 However, what does not appear very realistic is the FY19 tax revenue projections, despite their downward
revision, if we go by the actual collections. The tax revenue projections have been revised downward by Rs 23067
crore, due to reduction in CGST collection by Rs 1.00 lakh crore. Some compensation in tax revenue shortfall is
sought from increased projection of Corporation and Customs Tax. However, going by the data from CGA, even
the revised projections seem to be bordering on the aggressive side. For example, Corporation tax actual
collection till Nov’18 is around 43% of the revised annual estimates. For GST also the, despite the reduced
estimates, the target appears optimistic (60% of the Revised estimates achieved till Nov’18). How much IGST has
the Centre kept and how much it is going to allocate to states will only be clear after March.
 Fiscal arithmetic of FY20 is largely dependent upon FY19 numbers. Since FY19 numbers are optimistic given the
trends in revenue and expenditure till Dec, the FY20 numbers look reasonable. However, once the numbers for
FY19 are revised downward, the FY20 projections will swell. Even if we are looking at a gross tax revenue
shortfall, of 10% in FY19, it will translate into gross tax revenue growth rate of 26.1% in FY20. If there is 5%
shortfall this growth rate becomes 19.5%. If we look at the Decadal CAGR in FY10-19, it is 15.3%. For the sake
of next year’s revenue projection fulfillment, it is necessary that this year’s target are not missed.
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 As against the budgeted estimate of Rs 6.05 lakh crore, total Gross Market Borrowings of the Government is
projected at Rs 5.71 lakh crore in FY19. The Government has reduced the borrowing target by a whopping Rs
70,000 crore for FY19 in Sep’18, thereby reducing the estimate to Rs 5.35 lakh crore. However, the revised
estimate for FY19 is again raised by Rs 36,000 crore. Net borrowing is Rs 4.73 lakh crore in FY19 as against Rs
4.50 lakh crore in FY18, after taking into account a switch of Rs 17000 crore in FY19. Thus it implies there is
an effective addition of Rs 19,000 crore from the FY19BE. Meanwhile, the short-term borrowing is now
estimated at Rs 25,000 crore as against the budgeted Rs 17,000 crore.
 For FY20, the Government Borrowing is budgeted at Rs 7.10 lakh crore and the net borrowing requirement is
pegged at Rs 4.73 lakh crore taking into account repayments of Rs 2.36 lakh crore (with switch of Rs 50,000
and buyback of Rs 50,000 crore). Notably, the Government stocks repurchased by means of switch/buyback
will not have any impact on the fiscal situation as they will get prematurely redeemed and interest will cease
to accrue on such redeemed Government stocks. Furthermore, the Government has budgeted Rs 25,000 crore
short-term borrowings through various (91-day- Rs 21000 crore, 182 day- Rs 2049 crore, 364 day- Rs 1948
crore) treasury bills.
Financing through small savings
 Apart from the market borrowings, the Government has also dipped into Small Saving scheme to meet a part
of its expenditure. The issuance of securities against small savings has also been increased to Rs 1.25 lakh
crore for FY19 as against the budgeted Rs 75,000 crore which was later increased to Rs 1.00 lakh crore. So far
only Rs 45,396 crore has been raised through small savings during Apr’18-Nov’18. Thus the additional amount
of Rs 79,604 crore will have to be raised in the remaining five months of this fiscal. Coupled with Rs 19,000
crore additional market borrowing, this will put pressure on yields in coming months.

Increasing use of Extra Budgetary Resources (EBR)
 Of late, the Government has been increasingly using the off-balance sheet measures to finance its
expenditure, both revenue as well as capital. As per the CAG report on Compliance of the Fiscal Responsibility
and Budget Management Act, 2003 for the year 2016-17, off-balance sheet financing is used for deferring
fertilizer arrears/bills through special banking arrangements; food subsidy bills/arrears of FCI through
borrowings and for implementation of irrigation scheme (AIBP) through borrowings by NABARD under the Long
Term Irrigation Fund (LTIF) in case of revenue expenditure. Meanwhile, it is also used to finance capital
expenditure including financing of railway projects through borrowings of the IRFC and financing of power
projects through the PFC.
 Off-balance sheet financing does not come under parliamentary scrutiny. They also affect the cash flow of
public companies. The Ministry has made ‘Special Banking Arrangement’ (SBA) in which loans from PSU banks
are arranged to make payments against arrears of subsidies with some selected companies. Government
makes payments of interest on these loans at G-sec rate. Interest over and above G-sec rate is borne by the
companies. Since these measures are used by the Government to defer current liabilities and increase the
future cost of interest payment, thereby adversely affecting inter-generational equity, CAG report
recommended increasing transparency and appropriate disclosures of off-balance sheet financing to the
Parliament.
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 This year again a sizeable chunk of the spending on public infrastructure takes place indirectly via Government
owned companies (PSUs) rather than through Budget. These PSUs in turn utilize the internal accruals as well
as borrowings or extra budgetary resources (EBR) to fund their spending. For FY20, extra budgetary resources
for PSUs have been budgeted at Rs 3.97 lakh crore. Though lower than Rs 4.46 lakh crore in FY19 (RE) it is
still substantial. EBR for Coal has increased while that of others have declined.

DISINVESTMENT
 The Government has set an ambitious target of Rs 90,000 crore under Disinvestment for FY20. Though it is
much higher than the achievement numbers of Rs 35,533 Cr (upto 29.01.2019) so far, it falls in line with the
budgeted number of Rs 80,000 crore for FY19. Though, only 2 months are left for FY19, the Government seems
confident of achieving this number.

 The FM, while delivering his address recalled meeting of the FY 18 disinvestment target of Rs 100,000 crore.
There are 57 CPSEs, which are listed with total market capitalisation of over Rs 13 lakh crore and the
Government appears to be banking on this number to meet the disinvestment targets.

PENSION REFORMS
Pradhan Mantri Shram-Yogi Maandhan
 Pradhan Mantri Shram-Yogi Maandhan is a pension Scheme for the unorganised sector workers with monthly
income up to Rs 15,000. This pension scheme shall provide an assured monthly pension of Rs 3,000 from the
age of 60 years on a monthly contribution during their working age.
 It is proposed that an unorganised sector worker joining pension scheme at the age of 29 years will have to
contribute Rs 100 per month till the age of 60 years. The Government in turn will deposit equal matching share
in the pension account of the worker every month. Thus on an annual basis, the pension account per individual
will accumulate Rs 2,400 (ignoring the interest accumulation during the year).
 It is expected that at least 10 crore labourers and workers in the unorganised sector will avail the benefit of
Pradhan Mantri Shram-Yogi Maandhan within next five years.
Financial of the Scheme
 The pension scheme is a DB-DC kind of arrangement similar to the EPFO’s Employees’ Pension Scheme. It is
unclear how the Scheme will be administered. The most commonly used arrangement is to create a separate
trust where the premiums are accumulated. Since the scheme is a deferred annuity, the pension liability is due
after 31 year for a participant age 29 joining today. Thus depending upon the coverage, the cost to exchequer is
Rs 1200 per person per year for the first 31 years.
 However, since the Scheme creates a deferred pension liability, a calculation could be
made on an
inter-temporal basis using the actuarial principles. Assuming that entire population of 10 crore is covered in the
Scheme, then at median population age of 29 years, the total cost to the exchequer on an inter-temporal basis
will be substantial.
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 In the last two years, Government has implemented a number of measures to ensure clean banking, which will
create strong banks in future. To meet the capital requirements under Basel III, Government has done with an
investment of Rs 2.6 lakh crore as recapitalization in PSBs. Further, amalgamation of banks has also been
done to reap the benefits of economies of scale, improved access to capital and to cover a larger geographical
spread.
 As of December 2018, a total amount of Rs 51,513 crore has been infused into PSBs. It is desirable that
Government should infuse the promised recapitalisation amount of Rs 54,487 crore (net of promised Rs
1,06,000 crores) by March 2019. This will act as a big enabler for banks! For the record, PSBs may require
another Rs 50,000 crore of growth capital in FY20.
 Recently, RBI has deferred the implementation of the last tranche of 0.625% of Capital Conservation Buffer
(CCB) from March 31, 2019 to March 31, 2020. This one year window has afforded an opportunity to PSBs by
an estimated relief of around Rs 35,000-38,000 crore.
 On review of performance of PCA Banks, RBI has removed three Banks i.e. Bank of India, Bank of Maharashtra
and Oriental Bank of Commerce, out of PCA frameworks.
 Assuming a 11% credit growth in FY20 with credit risk weighted assets of 70% (RWAs to Gross Advances ratio
declined from 80.26% in Sep-17 to 71.20% in Sep-18), PSBs may be requiring around Rs 50,000 crore growth
capital in FY20. However, the same also depends upon some major variables i.e. alternate long term investor,
recoveries from NCLT, investment environment, out of NCLT settlements/auctions, treasury gains / loss, MTM
provisioning of investments, additional or provision write-back.
 The TDS limit on interest earned on bank deposits has been increased to Rs 40,000 from Rs 10,000 currently.
This was a long pending demand from banks and will reduce the work load of banks in collecting and filling
return to the Government. If banks interest rate rise further and TDR remain an attractive savings instrument,
then this will incentivize some investors to shift from other instruments to bank deposits to get higher return.
It is estimated that around Rs 3-5 lakh crore of deposits may surge in TDR in post offices and banks over the
year.

REFORMS IN AGRICULTURE
PM-KISAN Scheme

 To address farmer distress and declining farm income, the government in Union Budget 2019-20 announced implementation of Pradhan Mantri Kisan
Samman Nidhi (PM-KISAN), which will provide an
assured income support to the small and marginal
farmers.

 Under this programme, vulnerable landholding farmer
families, having cultivable land upto 2 hectares, will
be provided direct income support at the rate of Rs
6,000 per year, in three equal instalments of Rs
2,000 each will be credited to bank accounts of
beneficiary farmers. Around 12 crore small and marginal farmer families are expected to benefit from this. This
programme will entail an annual expenditure of Rs 75,000 crore in 2019-20. The direct income support scheme
is much better and possibly the ideal one as the payment is purely a cash transfer to small and marginal
farmers who are more vulnerable to price distress.

 We believe, the PM-KISAN scheme is scaled down version of Rythu Bandhu Scheme and more similar with
Odisha’s KALIA scheme, where marginal and small farmers are rewarded individually and the fiscal cost is
significantly low in compare to the other two schemes.
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 The PM-KISAN programme would be made effective from 1st Dec’18 and the first instalment for the period upto
31st March 2019 would be paid during this year itself, for which Government provided Rs 20,000 crore in the
Revised Estimates (RE) of FY 2018-19.

 One of the major challenges is to identify the beneficiary, as tenant and landless labours will be excluded under
the proposed scheme. Second, 100% digitalisation of land record is still pending across many States and even
for States like Jharkhand, Bihar, Gujarat, Kerala & Tamil Nadu where it is less than 80%. We believe, the
amount of Rs 6000 under PM-KISAN could be enhanced in future with improvement in fiscal space and sharing
of burden between Centre and States.
International Experience
 According to the OECD, no country has instituted basic income as "a principal pillar of income support for the
working-age population." But several countries are experimenting with the idea in a small sample of the
population. Experiments have been conducted by other countries like USA and Iran.
 USA’s Alaska Permanent Fund is a state-owned investment fund established using oil revenues. Since 1982, it
has paid out an annual dividend to every individual in Alaska. Another experiment was conducted by Iran in
2011. The monthly transfer amounted to 29% of median household income, or about $1.50 extra per head of
household, per day. Similarly, new basic income pilots have been announced in Canada, Finland, and the
Netherlands. There have been several attempts from countries as varied as India, Switzerland, France, New
Zealand, Namibia, Scotland, and Germany.
 The argument against UBI is the moral hazard - free money makes people lazy and they drop out of the labour
market. The simplest explanation is that unlike in kind programmes, cash transfers (conditional and
unconditional) raise the income of households for each unit of labour it already supplies and so can afford to
reduce labour without necessarily affecting the household’s income.
 Banerjee, Hanna, Kreindler and Olken (2015) studied the impact of government cash transfer programs on
labour supply in 6 developing countries (Honduras, Morocco, Mexico, Philippines, Indonesia and Nicaragua).
They find no significant reduction in labour supply (inside and outside the household) for men or women from
the provision of cash transfers.
 India will be the first country in the world which is going to provide some sort of direct income transfer to more
than 12 crore farmers which is 40,000 times higher than the average number of beneficiaries in these countries
who have implemented such cash transfer scheme. We believe, though the present amount is only $7 per
month which is very low in comparison to other countries, but with the improvement in fiscal space, the amount
could be increased to $13 per month.
 The negative is, many
countries who have tried UBI
and have found that it does
not really impact the economy’s structural problems that
keep people poor or generate
vast inequalities.
But the
positive is UBI, apart from
ensuring social equity and
dignity is a way to get around
the leakage and coverage
problems associated with
current
social
sector
schemes. The danger is once
introduced, UBI will be very
difficult to repeal.
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Other Announcements

 Government has declared that all farmers affected by severe natural calamities and where assistance is
provided from National Disaster Relief Fund (NDRF), will be provided the benefit of interest subvention of 2%
and prompt repayment incentive of 3% for the entire period of reschedulement of their loans. Presently, the
crop loans are rescheduled for such affected farmers and they get benefit of interest subvention of 2% only for
the first year of the rescheduled loan.

 To provide support to Animal Husbandry and Fisheries sector Government have increased the allocation for
Rashtriya Gokul Mission to Rs 750 crore in the current year itself, extension of Kisan Credit Card scheme (KCC)
to Animal Husbandry and Fisheries farmers.

 Like agricultural sector, the benefit of 2% interest subvention will be provided to the farmers pursuing the
activities of animal husbandry and fisheries, who avail loan through Kisan Credit Card. Further, in case of
timely repayment of loan, they will also get an additional 3% interest subvention. This initiative will enhance
credit flow to agriculture and allied activities and lower interest burden on farmers there by chances of NPA will
come down.

 Government has also decided to create separate Department of Fisheries to provide sustained and focused
attention towards development of Fisheries. Presently India is the second largest fish producing nation in the
world accounting for 6.3% of global production, registering an average annual growth of more than 7% in
recent years. The sector provides livelihood to about 1.45 crore people at the primary level.

 Government has announced to set up "Rashtriya Kamdhenu Aayog" to upscale sustainable genetic
up-gradation of cow resources and to enhance production and productivity of cows. The Aayog will also look
after effective implementation of laws and welfare schemes for cows. There is a growing awareness about the
nutritional superiority of milk from Indian breed cows across the world. So, there is an opportunity for India to
improve its research and export milk which has a larger demand.

 In future Government may also consider to provide milk in Mid-day meals for children which will improve
nutrition of the child and to augment farmers’ income across India. This is expected to cost Rs 10000 crore.
But it will provide extra income (around Rs 7,000 per annum) to farmers, will also augment the overall health
standards of 10 crore Indian children.
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 The Government has stayed on its resolve for the growth of MSME sector, which provides employment to
crores of people. Towards this, a scheme of sanctioning loans upto Rs 1 crore in 59 minutes has already been
launched.
 The FM has reiterated the Government decision of 2% interest rebate on incremental loan of Rs 1 Crore to the
GST-registered SME units. To provide support to the sector, the requirement of sourcing from SMEs by Government enterprises has been increased to 25%, within which at least 3% of such requirement will be sourced
from women owned SMEs. The step of recognising the GST compliant small scale registered businesses for
granting loan at concessional rate is likely to encourage compliance behavior among small scale business units.
Further, the decision of allowing of filing quarterly tax returns as against monthly for businesses having an
annual turnover less than Rs 5 crore is a welcome move. It would reduce cost of compliance and will bring in
efficiency in the system. It may be noted that this decision would be comprising of over 90% of GST payers.

 All these announcements have come against the backdrop of the Government pushing the RBI to provide relief
to the stressed MSME sector that has been hurt by the disruption caused by demonetisation in late 2016 and
the implementation of the GST in July the following year. In March 2016, the RBI had notified a mechanism for
resolving stressed MSME loans of up Rs 25 crore. There are around 30 million establishments in India’s
informal economy, with MSMEs having a 32% share.
 The Budget has lauded the performance of its e-Marketplace (GeM). Under GeMs, transactions of over
Rs 17,500 crore have taken place, resulting in average savings of 25-28%. The decision of extending the GeM
platform to all CPSEs will further increase the volumes and benefit the MSMEs. Presently there are more than
300000 products, 47279 sellers and 18230 buyer organizations associated/registered with GeM. As GeM has
taken the entire process of public procurement online, it is also a step in India’s digital journey.
 The budget while acknowledging the young demographic profile of the country, points towards the 1 crore
youth who have been trained under the Pradhan Mantri Kaushal Vikas Yojana to help them earn a livelihood.
The FM said that The Government has harnessed ‘Yuva Shakti’ through self-employment schemes including
MUDRA, Start-up India and Stand-up India. Under MUDRA Yojana 15.56 crore loans have been disbursed
amounting to Rs 7,23,000 crore.

INFRASTRUCTURE
 Though the budget does not give any specific numbers towards infrastructure development, the FM has
reiterated that Infrastructure is the backbone of any nation’s development and quality of life, whether it is
highways or railways or airways. The FM has highlighted the UDAN scheme, under which there are 100
functional airports in India. Besides improving connectivity it has led to doubling of traffic and creation of large
number of jobs.
 In case of Rail transport, all unmanned level crossings in broad gauge network have been completely eliminated
alleviating the security concerns of road traffic. The Capital expenditure programme of Railways has been kept
at an all-time high of Rs 1.58 lakh crore in the next fiscal. The FM has also spoken about first indigenously
developed and manufactured semi high-speed "Vande Bharat Express" which aims at providing Indian
passengers world class experience with speed, service and safety fulfilling the objectives of Make In India.
 Under road infrastructure, the Government has allotted a sum of Rs 19,000 crore to the Pradhan Mantri Gram
Sadak Yojana (PMGSY), under which the construction of rural roads has tripled.
 Renewable energy holds the future of the world. Recognising the same, the budget renews Government’s
commitment to promote renewable energy, which is reflected in setting up the International Solar Alliance, the
first treaty based international inter-governmental organisation headquartered in India. It may also be noted
that India’s installed solar generation capacity has grown over ten times in last five years and this sector is now
creating lakhs of new age jobs.
 The FM has also shown the Government’s intent to moderate the increasing demand of crude oil and natural
gas through usage of bio fuel and alternate technologies and has emphasised for urgent action to increase
hydrocarbon production to reduce imports. As per the numbers and as per the guidance of the Government,
which speaks of India becoming a $5 trillion economy in the next five years, the country will need state of the
art next-generation infrastructure in terms of roads, railways, seaports, airports, and urban transport. It should
be borne in mind that India has emerged as one of the fastest highway developers in the world with 27 km of
highways built each day.
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 In keeping with the Government’s focus on strengthening the Railways network in the country the Union
Budget FY20 has enhanced the allocation for the Ministry. The major highlights are as follow:



Railways’ Capex for the year FY20 has been pegged at Rs 1,58,658 crore. Capital support of Rs 64,587
crore proposed in FY20 (BE) from the budget.



Gross tariff receipts will increase by 10.1% to Rs 2.17 lakh crore in FY20, with passenger earnings
grew by 7.7% to Rs 56,000 crore and freight earnings will estimated to increase by 10.2% to Rs 1.43
lakh crore.



Operating Ratio is expected to improve from 98.4% in FY18 to 96.2% in FY19 & further 95% in FY20.

VISION FOR INDIA 2030
Infrastructure
Digital India




To create physical and social infrastructure for ten trillion dollar economy and to provide ease of living
Besides scaling up Sagarmala, India’s coastline and ocean waters will power development



Digital India led by the youths with innumerable start-ups and million of jobs.



Clean India



To make India pollution free by focusing on Electrical Vehicles and renewables.
Clean rivers, with safe drinking water to all Indians and efficient use of water in irrigation using micro-irrigation
techniques.

Space



Through our space programme – Gaganyaan, India becoming the launch-pad of satellites for the World



Healthy India



Self sufficiency in food production and producing food in the most organic way.
A healthy India by 2030 and a distress free health care and wellness system for all. Ayushman Bharat and
women participation would be an important component in it.

Employment



Rural industrailisation using modern technologies to generate massive employment.



Employees working with elected Government, transforming India into Minimum Government Maximum Governance nation.

Governance
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 Along with the expectations of the common man, the Government has announced a slew of tax proposals in
the interim budget for the year 2019-20. The main tax proposal will still be deliberated and brought at the
time of the regular budget. The major budget proposals are:
 Individuals with income upto Rs 5 lakh will get full tax rebate under section 87A. In other words, if the net
taxable income (after all deductions) does not exceed Rs 5 lakh, then there is no need to pay any tax.
However, if it exceeds Rs 5 lakh then taxes will be calculated as per the current tax structure. This is a
welcome move to increase the tax base and give relief to around 3 crore middle class tax payers such as
self-employed, small business, small-traders, salary earners, pensioners and senior citizens. The total revenue
loss would be around of Rs 18,500 crore.
 For the salaried people, Government has raised the standard deduction limit to Rs 50,000 from the current
Rs 40,000. This benefit of standard deduction from salary was introduced in Budget FY19, in lieu of medical
reimbursement and transport allowance, which were common tax-exempt components of salary structure till
FY FY18. This will benefit the salaried individuals at max amount of Rs 3000 (excl. cess) per person in a year,
depending upon the income tax structure. This will have fiscal cost of around Rs 4700 crore to provide tax
relief to approximately 3.85 crore salary earners and pensioners.
 The Budget has proposed to raise the limit of TDS threshold for interest earned on bank and post office
deposits to Rs 40,000 from Rs 10,000 currently. This was a long pending demand from banks and will be a
huge relief to those taxpayers who invest their money largely in bank fixed deposits and various post office
deposit schemes. As of Mar’18, there were 239 million term deposit accounts in banks with per account
balance is Rs 2.75 lakh. Assuming 7.5% rate of interest, on an average every term-deposit holder accrued
interest of Rs 20,000, out of which he/she has to pay TDS on Rs 10,000. Now since interest earned upto
Rs 40,000 is exempted this will bring large relief to all the small depositors. This may incentivize some risk
averse individuals to shift from other instruments to bank deposits to get higher return. It is estimated that
around Rs 3-5 lakh crore of deposits may surge in TDR in post offices and banks over the year.
 Further, the TDS threshold for deduction of tax on rent is proposed to be increased from Rs 1.8 lakh to Rs 2.4
lakh for providing relief to small taxpayers. This gives convenience relief to those who depend on rental
income.
 Capital gain tax U/S 54 of the IT tax has been revised to 2 residential houses for tax payers having capital
gains up to Rs 2 crore. This benefit can be availed once in a lifetime.
 Exempt levy of income tax on notional rent on a 2nd self-occupied house. This will help the middle class who is
required to maintain families at two locations on account of their job, children’s education, care of parents etc.
 Additionally, in the next two years, almost all verification and assessment of returns selected for scrutiny will
be done electronically, without any personal interface between taxpayers and tax officers. Overall, the focus of
the budget this time has been simplifying the taxation process and providing relief to the middle class tax
payers.
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INTERIM BUDGET 2019-20
SECTION II: CORPORATE & INDUSTRY

KEY HIGHLIGHTS
 The budget has broadly imparted a vision on a ten year horizon laying the basis for a regular budget that is
likely to come up during July 2019. Given the current nature of budget, no major announcements directly
benefitting the corporates were made. FMCG, Entertainment, Oil Exploration and Housing appear to benefit
from the announced measures.
 Sensex opened at 36,311 in the morning touching a high of 36,778 but declined thereafter to close at 36,469
broadly depicting the swaying sentiment during budget being announced. We present below the Nifty Indices
on Midcap, FMCG and Pharma among others. For corporates, as expected, an indirect benefit would percolate
through higher disposable income accruing through various social benefit schemes and nil tax for gross total
income up to Rs 5 lakh.

 In affordable housing, benefits under Section 80-IBA (Deductions in respect of profits and gains from housing
projects) have been extended to approved housing projects for one year till 31st March 2020. This benefit
extends to real estate developers. Home buyers under affordable housing would continue to get interest rate
subvention under Pradhan Mantri Awas Yojana Interest Subsidy Scheme for Economically Weaker Section and
Low Income Group. Also, under Section 54 of the Income Tax Act (profit on sale of property used for
residence), the benefit of capital gains has been increased by way of investment in one residential house to
two residential houses for tax payer having capital gains up to Rs 2 crore. This is also likely to perk up demand
for affordable housing for families going nuclear.
 In case of MSMEs, the benefits continuing through various measures such as interest rate subvention and
sourcing priority would enhance their promotion. GST registered SME units will continue to get 2% interest
rebate on incremental loan of Rs 1 crore. The other benefit of the requirement of sourcing from SMEs by
Government enterprises has been increased to 25% has found favour. MSMEs which are not GST registered
may not be able to avail interest rebate. This would encourage MSMEs to enroll into GST.
 Entities or MSMEs supplying its products to Railways would also benefit. The budget has proposed capital
support for railways at Rs 64587 crore in FY20 (BE). The railways’ overall capital expenditure plan is of
Rs 1,58,658 crore.
 In Entertainment sector, the Government is proposing a single window clearance for ease of shooting films in
India. The Government is also introducing anti camcording provisions in the Cinematograph Act to control the
ills of piracy. Companies such as PVR Ltd, largest multiplex operator may see surge in patrons / viewership.
 In oil exploration, the Government is undertaking measures to reduce import of hydrocarbon and increase
domestic production. The Government constituted a high level inter-ministerial committee looking to change
the system of bidding for exploration from - revenue sharing to exploration programme for Category II and III
basins. This may encourage large players to invest and increase hydrocarbon production.

 Recent quarter Q3FY19 results of 576 corporates, sector such textiles, entertainment, chemicals, consumer
durables, capital goods (Non-Electrical Equipment) appear to be trending with a positive bias.
 Overall, the budget is transitory in nature and the full impact can be only be effected when a regular budget
takes shape for the vision to be implemented. The Government has announced off-budget measures time and
again. We attempt to capture some important updates on Insolvency and Bankruptcy Code, Capital Infusion in
Public Sector Banks (PSBs) and market mood on the day of the interim budget.
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CORPORATE RESULTS Q3FY19 - EARLY TRENDS

INTERIM BUDGET 2019-20

 As per the Q3FY19 results declared by around 576 listed
entities, we observed a top line growth of 20%. While
operating profit grew at 6.2%, bottom line showed
de-growth of 9.5%. Excluding Banking BFSI and
refineries 439 entities reported top line growth of 15.6%
and bottom line growth of 3% with operating profit
growing at 7.7%.
 Some of the sectors which reported all-round growth
include Capital Goods – Non-Electrical Equipment,
Textile, Chemicals, Steel, FMCG etc. List of sectors with
growth in key parameters, as per early trends are:

MARKET MOOD: MOVEMENT OF KEY INDICES
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INSOLVENCY & BANKRUPTCY (IBC): STATUS CHECK
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 Government has notified Insolvency and Bankruptcy code, 2016 post substitution of 6 decade old Companies
Act 1956 by new enactment of Companies Act 2013 and has constituted National Company Law Tribunal
(NCLT) under section 408 of the Companies Act, 2013.
 The intent is to have a time-bound settlement of insolvency, faster turnaround of businesses in commercial
viability and creation of a database of serial defaulters. Further, the code will make it easier for financial
institutions and banks to deal with non-performing assets (NPAs) and have a faster and non-invasive resolution
process.
 As per the latest available number with IBBI, 1484 cases have been admitted up to Dec 2018, wherein 586
cases are being closed either by way of appeal/review, Resolution plan, Liquidation, withdrawal etc. and 898
cases are undergoing the process.
 Further, out of 898 ongoing cases, we can see from the table that 31% cases are pending for more than 270
days from the date of admission, while 643 cases i.e. 72% are pending for more than 90 days.

Realisation Rate: 48.3%
 More than Rs.65000 crore has been realized so far, up to
Dec’18, under IBC by Financial Creditors (FC) from around 80
entities against total claim by FC of around Rs 1.36 lakh resulting in realization of 48.3% with a haircut of 51.7%.
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