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The FY21 Union Budget focussed on development expenditure in the agriculture 

and infrastructure space while containing the fiscal deficit at 3.5%.  Emphasis on 

capital expenditure is evident as it is budgeted to grow at 18% vs  revenue expenditure 

growth of 11.9% over FY20RE, with subsidies expected to remain flat.  

Heavy reliance on non-tax receipts in FY21 is a key risk, while the budgeted tax 

growth is achievable: Gross tax receipts growth at 12% does not appear unrealistic 

(given estimated nominal GDP growth of 10%) although non-tax revenues and non-debt 

capital receipts budgeted at Rs6.1tn compared to Rs4.3tn in FY20RE appear high and 

could be challenging.  

Market outlook: Overall Budget focus on fiscal prudence and development 

expenditure is positive for the capital markets; however, missing triggers like: a) 

big bang personal income tax cuts, and b) measures for boosting real estate and 

NBFC sector could keep equity markets range-bound especially in the light of the 

coronavirus related sell-off in global equities. 

Key highlights:  

 Direct tax changes are beneficial for the middle-income group, but does not 

incentivise financial savings: Changes in direct tax rates for the <Rs1.25mn per 

annum income group is expected to result in aggregate savings of Rs400bn for the 

said income group. However, it does not incentivise savings into financial 

instruments such as insurance and MFs. 

 Dividend Distribution Tax (DDT) has been scrapped, with dividend now being 

taxed in the hands of the receiver and could have implications for dividend and 

buyback policy. 

 Disinvestments have been budgeted at Rs2.1tn in FY21E vs Rs1.05tn in 

FY20BE, which was revised downwards to Rs650bn. Large disinvestments from LIC, 

was mentioned in the budget speech. 

 FY20 fiscal deficit at 3.8% using the FRBM escape clause: Fiscal slippage of 

0.5% using the FRBM trigger has allowed lower than expected cuts on revenue 

expenditure, while capital expenditure exceeded BE by Rs103bn. 

 Borrowing programme: Net market borrowing in FY20RE has increased from 

Rs4.5tn earlier to Rs5tn, and Rs5.4trn in FY21BE. Reliance on small savings is 

higher for FY20RE and FY21BE at the rate of 2.4tn vs Rs1.3tn in FY19A and 

FY20BE. 

 Sector impact (refer detailed comments by respective analysts on pages 5-10) 

o Positive: Paints, Cement, Building Materials (including Pipes), Oil and Gas, Agri, 

Print media, Telecom, Footwear, Banks, Capital Goods 

o Negative: Insurance, Fertilisers, Soaps and detergents 

o Neutral / mixed: Real estate, NBFCs, Auto, Consumer, Pharma and healthcare. 
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 Major focus areas and related announcements:  

o Rs1.7tn towards transport infrastructure: Transport infrastructure along 

with the NIP worth Rs103tn continues to be in focus at Rs220bn. Monetisation 

of 12 lots of highways planned by 2024. 100 new airports are planned till 

2024. 

o Rs2.8tn allocated towards 16 action points towards farm income and 

rural infrastructure: Action points were announced towards water-stressed 

districts, Blue economy (fisheries exports, production), organic and integrated 

farming, efficient warehousing, and non-farm incomes (solar power, 

horticulture).  

o Announcement towards better delivery of social outcomes: Health and 

education sector saw expenditure growth of 6% and 5% respectively, with 

announcements towards setting up hospitals in aspirational districts, etc. 

o Deposit insurance cover increased to Rs0.5mn from Rs0.1mn. 

o Decriminalising civil offences: Companies act and other such acts which 

criminalised certain civil offences to be reviewed and reversed 

o Access to foreign capital: Budget announced tax concessions to Sovereign 

Wealth funds for investment in infrastructure and priority sectors with a 

minimum lock in period of 3 years. Limits on FPI holding in corporate bonds 

increased from 9% to 15%. 

 

Fiscal math and trends 

Table 1: Fiscal Snapshot 

(Rs bn). 

 
FY19A FY20BE FY20RE FY21BE 

% growth 
FY21BE over 

FY20BE 

% growth 
FY21BE over 

FY20RE 

Revenue Receipts 15,529 19,628 18,501 20,209 3.0% 9.2% 
Gross Tax Revenue 20,805 24,612 21,634 24,230 -1.6% 12.0% 
Net Tax Revenue 13,172 16,496 15,046 16,359 -0.8% 8.7% 

Direct Taxes 11,366 13,350 11,700 13,190 -1.2% 12.7% 
Income Tax 4,730 5,690 5,595 6,380 12.1% 14.0% 
Corporate Tax 6,636 7,660 6,105 6,810 -11.1% 11.5% 

Indirect Taxes 9,383 11,192 9,865 10,965 -2.0% 11.1% 
Customs Duty 1,178 1,559 1,250 1,380 -11.5% 10.4% 
Excise Duty 2,320 3,000 2,480 2,670 -11.0% 7.7% 
GST 5,816 6,633 6,123 6,905 4.1% 12.8% 

Non-Tax Revenue 2,357 3,132 3,455 3,850 22.9% 11.4% 
Non-Debt Capital Receipts 1,128 1,198 816 2,250 

  Total Receipts 23,151 27,863 26,986 30,422 9.2% 12.7% 
Revenue Expenditure 20,074 24,478 23,496 26,301 7.5% 11.9% 
Capital Expenditure 3,077 3,386 3,489 4,121 21.7% 18.1% 
Total Expenditure 23,151 27,863 26,986 30,422 9.2% 12.7% 
Fiscal Deficit 6,494 7,038 7,668 7,963 

  Revenue Deficit 4,545 4,850 4,995 6,092 
  Fiscal Deficit (% of GDP) 3.4% 3.3% 3.8% 3.5% 
  Revenue Deficit (% of GDP) 2.4% 2.3% 2.4% 2.7% 
   Source: Budget document and I-Sec research 
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Table 2: Subsidies budgeted to be sharply lower in FY21 

Rs bn FY19 Actual FY20 BE FY20 RE FY21 BE 

Food              1,013               1,842               1,087               1,156  
Fertilizer                  706                   800                   800                   713  
Petroleum                  248                   375                   386                   409  
Major Subsidies 1,968 3,017 2,273 2,278 
Interest Subsidies                  200                   261                   259                   282  
Other Subsidies                    62                   103                   104                     61  
Total Subsidies              2,230               3,382               2,636               2,621  

Source: Budget document and I-Sec research 

 

Table 3: Heavy reliance on non-tax revenue receipts… 

Rs bn FY19 Actual FY20 BE FY20 RE FY21 BE 

Interest                  121                   137                   110                   110  
Dividend              1,134               1,635               1,999               1,554  

Of which:     
PSUs                  431                   575                   483                   657  
RBI                  704               1,060               1,516                   896  

General Services                  195                   234                   217                   216  
Economic Services                  839               1,047               1,054               1,888  

Of which:     
Communication  408   505   590   1,330  

Others 1  1  1  1  
Total Non-Tax Revenue              2,357               3,132               3,455               3,850  

Source: Budget document and I-Sec research 

 

Table 4: …and disinvestments  

Non-Debt capital receipts FY19 Actual FY20 BE FY20 RE FY21 BE 

Recoveries of Loans & Advances                  181                   148                   166                   150  
Miscellaneous Capital Receipts                  947               1,050                   650               2,100  
Of which:                     -                        -                        -                        -    
Disinvestment Receipts                  947               1,050                   650               1,200  
Disinvestment of Government stake in Public Sector 
Banks and Financial Institutions                     -                        -                        -                     900  
Total-Non Debt Receipts              1,128               1,198                   816               2,250  

Source: Budget document and I-Sec research 
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Table 5: Largest variations in expenditure for FY21 

No Item (Rs bn) REFY19 BEFY20 Variation Reason for variation 

1 Interest Payments 625,105 708,203 83,098 

Higher requirement mainly on account of interest on 
Market Loans and interest on securities issued to Public 
Sector Banks. 

2 

Grants in aid to State 
Governments 446,958 514,788 67,830 

Higher provision made for post devolution revenue 
deficit grant, grants for State Disaster Response Fund, 
grants for local bodies, special assistance, assistance to 
States from National Disaster Response Fund and 
releases of compensation to States for revenue losses 
on roll out of GST. 

3 Communications 20,649 65,514 44,865 

Capital infusion in stressed PSU telco for 4G spectrum, 
implementation of VRS and payment of ex-gratia for 
employees. 

4 Other Expenditure 428,452 467,817 39,365   

5 

Capital  Expenditure (ex-
Defense and 
communications) 233,807 272,452 38,645 

Higher provisions made under Road Transport, 
Railways & for infrastructure projects in pipeline. 

6 

Agriculture and Allied 
Activities 234,616 264,994 30,378 

Higher requirement under Pradhan Mantri Kisan 
Samman Nidhi (PM-Kisan) and food subsidy. 

7 Pensions 184,147 210,682 26,535 
Higher requirement for payment of retirement benefits 
and pensions to Civil and Defence retirees. 

8 Defence 316,296 323,053 6,757 

Large requirements under capital acquisition / 
procurement and for payment of salaries and other 
functional requirements of Defence Services. 

9 

Relief on account of Natural 
Calamities 18,301 23,197 4,896 

Provision of assistance to States for immediate relief in 
the wake of severe natural calamities. 

10 Medical & Public Health 25,587 29,774 4,187 Increased expenditure under public health. 

11 

Census, Surveys & 
Statistics 3,007 6,659 3,652 

Higher requirements for Census, Survey and Statistics/ 
Registrar General of India 

12 Police 90,625 93,597 2,972 Increased requirement for internal security. 

13 Rural Employment 71,002 61,500 -9,502 Lower requirement under MGNREGA programme. 
 Total Expenditure 24,572 27,842 3,270  

Source: Budget document and I-Sec research 

 

Table 6: Ex-FCI, IEBR to continue at stable rate despite higher PSU dividends 

(Rs bn) 

 IEBR Change in IEBR 

 Major IEBR entities FY19A FY20BE FY20RE FY21BE FY20RE from 20BE FY21BE from 20RE 

Food Corporation of India 1,648 903 2,003 2,221 1,100 218 
National Highway Authority of India 612 750 750 650 0 -100 
Indian Railways 436 660 539 481 -121 -57 
Public Private Partnership 243 281 178 253 -103 75 
IREDA 101 121 121 134 0 13 
NABARD (Drinking water & sanitation) 87 0 70 120 70 50 
NABARD (Rural development) 107 262 100 100 -162 0 
Air India Asset Holding Limited 0 70 295 0 225 -295 
Building Material and Technology Promotion 
Council 0 0 150 0 150 -150 
Total 6,080 5,376 7,106 6,727 1,730 -379 
Total ex-FCI 4,431 4,473 5,103 4,506 630 -597 

Source: Budget Documents, I-Sec research 
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Budget implication – sector wise 

Real Estate 

Budget announcement Implications Impact on stocks  

Provision of additional Rs150,000/p.a. exemption 
for interest on housing loan over and above the 
existing limit of Rs200,000 for affordable housing 
projects. Affordable housing projects defined as 
those having a stamp duty agreement value of up 
to Rs4.5mn. Loan has to be sanctioned between 
1st April 2019 to 31st March 2020. The timeline 
has been extended by another 12 months to 31st 
March, 2021 for both home buyers and developers 

Developers looking to launch more affordable 
housing projects will be benefited as buyers will 
be getting the additional tax benefit on interest 
payment 

Oberoi Realty - possible launch of 
affordable housing project in Thane in 
FY20, Sunteck Realty - launch of 
further phases of Naigaon affordable 
housing project in FY20, 
Brigade/Sobha - launch of new 
affordable housing projects 

Doing away of interest on housing loan exemption 
benefits of up to Rs200,000/p.a. under Section 24 
and further Rs150,000/p.a. for affordable housing 
under Section 80EEA for people opting for tax 
assessment under the new tax regime 

While there are fears about these measures 
impacting housing demand, we believe that 
home buyers and developers will adjust their 
expectations over the medium term and end-
users will continue to gravitate towards mid-
income/affordable housing projects of large, 
organised developers 

All leading developers such as Godrej 
Properties, Brigade Enterprises, 
Oberoi Realty, Sunteck Realty and 
Sobha Ltd. are focusing on homes 
priced up to Rs10mn in Tier I cities to 
drive their volumes since FY18. They 
will do well regardless of the short-
term impact from transition to the new 
tax regime 
 

Paints 

Budget announcement Implications Impact on stocks  

Increase in PMAY budgetary allocations from 
Rs68bn to Rs80bn  

Higher housing/real estate construction 
indicating more demand for paints 

Benefit for all paint companies  

Provision of additional Rs150,000/p.a. exemption 
for interest on housing loan over and above the 
existing limit of Rs200,000 for affordable housing 
projects. Affordable housing projects defined as 
those having a stamp duty agreement value of up 
to Rs4.5mn. Loan has to be sanctioned between 
1st April 2019 to 31st March 2021 

Higher housing/real estate construction 
indicating more demand for paints 

Benefit for all paint companies 

Cement 

Budget announcement Implications Impact on stocks  

Allocation to Pradhan Mantri Gram Sadak Yojana 
(PMGSY) to increase 39% YoY to Rs195bn ; 
Roads and Bridges: Allocation has increased by 
6% YoY to Rs488bn; Delhi – Mumbai Expressway 
to be completed by 2023 

Positive for cement demand based on execution 
 
 
 
 
Positive for higher dividend paying companies 

Positive for all stocks 

PMAY- Urban: Allocation has increased by 17% 
YoY to Rs80bn  
PMAY- Rural: Allocation has increased by 6% YoY 
to Rs195bn 

100 more airports to be developed by 2024 ACC; Ambuja Cement 

Removal of Dividend distribution tax 
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Building Materials 

Budget announcement Implications Impact on stocks  

Contribution under PMAY increased from Rs25,328 
crore to Rs27,500cr 
  

Positive for affordable or mass market building 

material products 

 

Positive for branded plumbing pipe 

players (Supreme & Astral) but mildly 

positive for other branded building 

material categories like tiles, 

sanitaryware & faucets and wood 

panel segments 

Jal Jeevan Mission to achieve Har Ghar Jal (piped 

water supply) allocation increased from Rs10,000cr 

to Rs11,500cr.  

Positive for pipe manufacturer Positive for pipe manufacturers like 

Supreme Industries and Astral 

Polyechnik 

Interest deduction up to Rs3.5 lakh for affordable 

housing (available until March 31, 2020) is now 

extended for one more year  

Positive for the building material space  

 

Positive for pipe players and mildly 

positive for other building material 

sector in general 

Increased customs duty on furniture from 20% to 

25%  

Positive for Wood panel industry  

 

Positive for stocks with higher 

exposure to MDF like Greenpanel and 

Century Plyboards 

Penalty on fake invoices under GST  

 

Compliance levels likely to improve which could 

be positive for organised building material 

brands 

Positive for all building material 

brands 

 

Consumer Staples & Discretionary 

Budget announcement Implications Impact on stocks  

Customs duty hike for footwear from 20% to 35% We see this as a key positive for Bata as this 
helps reduce the price gap between imports and 
domestic manufacturing. We believe that this 
step makes Bata’s products more competitive 
against the imported footwear being sold online 
and is likely to aid volume growth. 

Bata 

Personal tax rate cut Effective cut in personal income tax for 
individuals earning less than Rs1.5mn somewhat 
benefits JUBI, Westlife and retail in general. 

JUBI & Westlife 

Increase in NCCD on cigarettes NCCD collection from cigarettes is likely to 
compensate states (a tad teleological though!) 
and therefore risk of tax hike on alcohol reduces 

United Spirits 

Increase in NCCD on cigarettes 
LSFT – Rs 735 / 1,000 sticks 
KSFT – Rs 535 / 1,000 sticks 
RSFT – Rs 440 / 1,000 sticks 
DSFT – Rs 440 / 1,000 sticks 

Results in 11% blended tax hike. We see this as 
a negative for ITC. Increase in taxes on 
cigarettes in the Union Budget despite it now 
being a GST subject increases uncertainty (both 
on timing of tax increase as well as possibility of 
increase in GST, cess, excise and NCCD) and is 
likely a headwind for valuation multiple. On the 
other hand, we believe that price hikes (require 
8% to maintain EBIT per stick) is now 
manageable given the rising inflation. That said, 
there will be price elasticity issues with coinage 
price of Rs10/stick for 69mmm cigarette moving 
up to Rs11 or Rs12. Although this could result in 
volume decline in the short-term, it increases 
ITC’s ability to get back to double-digit EBIT 
growth in the medium-term (leverage benefits in 
P&L). 

ITC 

Increase in Crude palm oil custom duty from 37.5% 
to 44% 

Could necessitate further price hikes at a time 
commodity has just turned inflationary. 

GCPL, HUL, Jyothy Labs 

Removal of DDT Tanishq’s customers are predominantly white 
collar and tax paying. Removal of Dividend 
Distribution Tax effectively increases the tax 
outgo for the super rich who are in the peak tax 
rate. This may have a marginal impact on their 
disposable income. 

Titan 
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Auto 

Budget announcement Implications Impact on stocks  

Abolition of DDT 
This is likely to increase the EPS of high 
dividend distributing companies.  

Positive for high dividend paying 2W 
stocks 

Increase in basic custom duty on CBU, SKD units 
of electric motor vehicles (commercial, passenger, 
3W and 2W) 

Increase in CBD for SBU, SKD and CKD units 
from 25%/15%/10% to 40%/30%/15% 
respectively 

Negative for EV importing OEMs 

Decrease in custom duty on Platinum & Palladium 
from 12.5% to 7.5%; and increase in BCD from 5% 
to 7.5% on catalytic convertors 

Lowering of raw material cost is a positive 
however, increase in component import cost 
could limit the benefit 

Neutral for the sector. 

 

Oil & gas 

Budget announcement Implications Impact on stocks  

 
Provision for LPG and kerosene subsidy in FY21 
budget is Rs388bn  

Subsidy provision for FY21 appears to be more 
than adequate. FY20 LPG and kerosene 
subsidy is estimated at Rs222bn when Brent 
was at US$64/bbl. Given the oil price outlook, 
FY21 subsidy is likely to be similar to that in 
FY20 or lower. Rollover of subsidy from FY20 is 
estimated at Rs65bn. Thus, total subsidy for 
FY21 is estimated at Rs287bn or lower while the 
budget provision is much higher at Rs388bn. 

More than adequate subsidy provision 
in FY21 suggests that oil PSUs will 
not have to bear any subsidy in FY21 
and thus augurs well for them. 

Media  

Budget announcement  Implications Impact on stocks  

Basic customs duty on imports of newsprint and 
light-weight coated paper is being reduced from 
10% to 5%. 

Reduction in customs duty on imports of 
newsprint is expected to bring in cost savings in 
raw materials which will improve profitability by 
~2-2.5%  

Positive for Print media companies 
like DB Corp and others 

  1 

Telecom   

Budget announcement  Implications Impact on stocks  

Proposed to allow deduction for the dividend 
received by holding company from its subsidiary 

Bharti Airtel receives dividend from Bharti Infratel 
which will now attract nil DDT which should 
increase the cashflow for Bharti Airtel by Rs3bn 
based on FY19 announced dividend 

Positive for Bharti Airtel 

Banks 

Budget announcement Implications Impact on stocks  

Insurance cover on bank deposits increased to Rs5 
lakh from Rs1 lakh earlier.  
 
 
 
 
The MSE restructuring window was to end on 
March 31, 2020. Government has asked RBI to 
consider extending this window till March 31, 2021 
 
 
.Removal of DDT (dividend distribution tax @20%) 
– Impact for banks 
 
 
 
 
Removal of DDT (@12% for mutual funds) – 
Impact for AMCs 
 
 
 
 
 
 

Neutral to negative for banks as banks may have 
to pay higher insurance premia to DICGC.  
 
 
 
 
Likely to help MSEs and could potentially result 
in lower slippages from this segment for banks.  
 
 
 
Entities with holding company structures where 
dividend is upstreamed likely to benefit as part of 
higher dividend paid will be exempt from tax in 
the hands of the recipient. More clarity awaited. 
 
 
While the fear is that MF dividends in the hand of 
the unitholder could be taxed at higher 
(marginal) tax rates, the unitholder has the 
option to restructure the plan into an SWP 
(systematic withdrawal plan) such that the 
incidence of dividends is eliminated and 
converted into capital gains on which the 
effective tax rate would be lower 

Given uncertainty on quantum of 
impact, this is unlikely to be a specific 
factor impacting bank stocks 
 
 
 
Positive for banks with higher SME 
mix including PSU banks (SBI) and 
especially small banks like CUBK, 
KVB, SIB etc.  
 
Banks with multiple subsidiaries (SBI, 
Kotak) as well as SFBs like Ujjivan, 
Equitas likely to benefit 
 
 
 
HDFC AMC, Nippon AMC 
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Elimination of tax exemptions in the new tax regime 
 
 
 
 
 
Amendment to IT Act to allow mergin PSU banks to 
absorb losses 
 
 
 
 
 

 
A likelihood of ELSS flows getting impacted for 
mutual funds 
 
 
 
 
Effective tax rates could be lower for the 
acquiring entity depending on extent of losses at 
target banks.  

 
ELSS funds comprise about 3% of 
AUMs as well as of flows of total 
funds in the system. Hence, not a 
significant impact for AMCs 
 
 
It is unlikely that this will result in an 
upmove for PSU bank stocks as there 
are several other considerations both 
operationally as well as merger-
related that would impact them. 
 

NBFC/MFI 

Budget announcement Implications Impact on stocks  

Sixteen Action Points for Agriculture, Irrigation and 
Rural Development - Rs. 2.83 lakh crore to be 
allocated for the following 16 Action Points: 

- Rs. 1.60 lakh crore for Agriculture, 
Irrigation & allied activities. 

- Rs. 1.23 lakh crore for Rural 
development & Panchayati Raj. 

Comprehensive measures for one hundred water 
stressed districts, proposal to expand PM-KUSUM 
to provide 20 lakh farmers for setting up stand-
alone solar pumps. 

Rural segment to get boost. Rural population to 
get additional source of income by setting up 
solar pumps.  
 
 

Micro Finance companies biggest 
beneficiaries – CAGL, Bandhan, 
Spandana, Satin, Ujjivan etc.  
 
  

NBFC 

Budget announcement Implications Impact on stocks  

Deposit Insurance and Credit Guarantee 
Corporation (DICGC) permitted to increase Deposit 
Insurance Coverage to Rs. 0.5mn  from Rs.1 lakh 
per depositor. 

 
 
 
 
 
NBFCs eligibility limit for SARFAESI debt recovery 
reduced from:  
 -Rs. 5bn to Rs 1bn asset size 
 -Rs 10mn to Rs 5mn loan size 

 
 
 
 
Window for MSME‟s debt restructuring by RBI to 
be extended by one year till March 31, 2021  
 

 
 
Partial Credit Guarantee (PCG) scheme for the 
NBFCs formulated post the Union budget 2019-20 
to address their liquidity constraints. New 
mechanism to be devised to further this.  
 
 
 
 
Additional deduction up to Rs. 0.15 mn for interest 
paid on loans taken for an affordable house 
extended till 31st March, 2021.  
Date of approval of affordable housing projects for 
availing tax holiday on profits earned by developers 
extended till 31st March, 2021. 
 
 

The higher insurance cover will increase the 
confidence of individuals to park their fixed 
deposits (FD) with banks. However, no such 
insurance cover exists for fixed deposits with 
NBFCs. Even though NBFCs offer higher 
interest rates on FD than banks, the higher 
insurance cover upto Rs0.5mn might make the 
risk-averse investors choose banks over NBFCs. 
 
 
Even smaller NBFCs (earlier ineligible) can now 
effectively initiate SARFAESI for recovery in 
Stage 3 assets. SARFAESI has been an 
effectively tool for the NBFCs/HFCs and should 
have a positive impact on the number/quantum 
of GNPA resolutions.  
 
 
Positive for the MSME sector and should help 
those NBFCs who do working capital financing 
for the MSME 
 
 
Feedback from NBFCs until now, has suggested 
that they have only recently started seeing some 
sanctions/disbursements under the PCG 
scheme. With the government looking to further 
improve the execution and delivery of the PCG 
scheme, it should help the liquidity-starved 
NBFCs.   
 
 
Big positive for the affordable housing segment. 
Both measures – allowing additional deduction 
of Rs0.15mn p.a. for individual home buyers and 
extending the tax holiday on affordable housing 
projects for the developers for one more year – 
augers well for the affordable housing financiers. 

Neutral to mildly negative for all the 
deposit-accepting NBFCs/HFCs 
 
 
 
 
 
 
 
 
Small NBFCs with balance-sheet size 
as low as Rs1bn 
 
 
 
 
 
 
Likes of Shiram City Union Finance, 
Magma Fincorp and all other 
NBFCs/HFCs who do LAP and/or 
MSME working capital financing. 
 
NBFCs/HFCs like Shriram City Union 
Finance, Magma Fincorp who have 
been starved of liquidity in the recent 
past. Should help the entire NBFC 
sector in general. 
 
 
 
 
Affordable housing players like Aavas 
Financiers, CanFin Homes and 
Repco Home Finance. Though by 
removing deductions (on principal 
and interest) under the new tax 
regime – the government has 
disincentivized housing purchases.  
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Insurance 

Budget announcement Implications Impact on stocks  

Tax exemptions on 
insurance premiums have 
been removed under the 
new tax regime. 
 

Individuals opting for the new tax regime have 
to forgo all the exemptions including Life 
insurance premiums. 

Negative 

− The old tax regime with several exemptions will 
continue to be more attractive for most investors. 
Hence, there is no immediate threat to premium growth. 

− However, there is a perceivable threat that at some 
point, the tax rates will be cut further which will make 
new tax regime with no exemptions more attractive. 
This will remove the tax incentive for buying insurance 
for a certain class of people. As such, there is likely to 
be a lowering of valuation multiples. 

− Over a period of time, we expect life insurance 
companies to adjust the pricing curve to keep the 
cost of insurance same for consumers without the 
tax advantage. 

Long term gains from 
insurance returns remains 
tax free under section 10 
10 (D). 

ULIP will continue to remain attractive 
investment choice as returns on maturity or 
surrender of policy remains tax free for the 
receiver subject to certain conditions. 

Neutral 
− High ticket ULIPs and guaranteed savings will continue 

to be an attractive investment option.  

Dividend tax will now 
have to be paid by life 
insurance companies for 
equity investments. 

Higher tax on dividends would be largely 
offset by apportionately increasing dividends. 

Neutral to Negative 
 

Removal of section 80D 
implying no tax 
exemptions on health 
insurance premiums 
under new tax regime.  
 

Cost of medical insurance goes up for 
individuals which could impact growth in 
health premiums. 

Negative for ICICI Lombard 
 
However, the impact will depend upon the quantum of people who 
remain cost sensitive to buying medical policy under no tax 
exemptions. 
 
Over a period of time, we expect general insurance companies to 
adjust the pricing curve to keep the cost of insurance same for 
consumers without the tax advantage. 
 

Allowing carry forward of 
losses or depreciation in 
amalgamation of public 
sector General Insurance 
companies. 

This should benefit amalgamation of the 
public sector general insurance companies. 

Positive. 

  1 

Capital Goods  

Budget announcement Implications Impact on stocks  

Increased duty on Compressor of Refrigerator and 
Air conditioner  from 10% to 12.5% 

Since all the domestic room AC players import 
compressors, we believe, the companies will 
pass on the increase or collectively take a 
margin hit.  

Marginally negative for Voltas and 
bluestar 

Increase in custom duties for commercial 
refrigeration, deep freezers, refrigerators, water 
coolers etc. 

Incentivise local manufacturing 
Positive for Voltas and Bluestar 

Increased duty on equipment used in high voltage 
transmission, AC motors, static convertors, 
rectifiers etc 

Adverse impact on Chinese and Korean 
companies and will be kind of mixed bag for 
Indian companies like Siemens, ABB  

Marginally negative for Siemens and 
GE T&D 

Growth in budget allocation under roads (up 
13.6%), metro (up 8%), renewable (up 10%) and 
oil&gas PSU companies towards exploration (up 
7%) and petchem (up 31%). 

There is no curtailment of FY20 revised 
estimates despite the challenging environment 
and an increase in FY21BE versus FY20RE 
towards infrastructure spending is being 
witnessed 

Positive for L&T, Engineers India, 
Kalpataru and KEC. 

Government has proposed an outlay of Rs80bn 
over a period of five years for national mission on 
Quantum technologies and applications. Finance 
minister is planning to bring out a policy to enable 
private sector to build data centre parks throughout 
the country 

Will boost the adoption of automation and 
digitalisation by the industry 

Positive for Siemens 

Increase in customs duty under various electrical 
equipment used in high voltage transmission, static 
convertors, single phase AC motors, printed circuit 
board, rectifiers etc. 

Increase the cost of procurement of imported 
items and incentivise domestic manufacturing of 
the same 

Marginally negative for Siemens, GE 
T&D. however, will make them more 
competitive than Chinese and Korean 
companies. 
 



 
 
 

Strategy, February 2, 2020 ICICI  Securities 

 

 
10 

Agriculture 

Budget announcement Implications Impact on stocks  

Increase in Urea subsidy from Rs536bn in FY20 to 
Rs478bn in FY21 

Reduction of 11% in urea subsidy is negative for 
urea companies 

Negative: Chambal fertilizers 

Increase in nutrient based subsidy from Rs264bn in 
FY20 to Rs235bn in FY21  

Reduction of 11% in nutrient based subsidy 
negative for NPK fertilizer companies 

Negative: Coromandel 

Higher interest subsidy on short term loans to 
farmers 

Increase in subsidy from Rs180bn to 
Rs211.75bn is positive as cost of capital will 
reduce for farmers 

Beneficial for all Agri companies 

Pharma 

Budget announcement Implications Impact on stocks  

1. Increasing Ayushman Bharat hospital coverage 
via the PPP approach. 
2. Increase Jan Aushadi stores and make ~2000 
medicines available at the store by 2025. 
3. Announched Rs690bn towards healthcare 
expenditure (including Rs60bn towards Ayushman 
Bharat) 

1. It will help smaller standalone hospitals in tier-
2 and teir-3 towns.  
2. Would increase reach of cheaper medicines 
and raise competitiveness.  
3. The money expenditure will help increase 
awareness which would grow the industry 
holistically.  

Negligible impact on pharmaceutical 
and hospital companies 
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