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 Union Budget Expectation 2020-2021 
    B P    W E A L T H 

 Wednesday 22nd Jan, 2020 
The Union Budget 2020 will be presented in the parliament on February 1, 2020, Saturday, by the Union Finance 

Minister Nirmala Sitharaman. The union budget will play an important role for the current government to portray 

its medium term economic priorities considering the current slow down. The focus this time would be on infra-

structure as the government spending in this space would form an important driver of capex due to weak partici-

pation from the private sector. The Union Budget will be presented in challenging environment as growth is not 

so encouraging and there is lot of expectation from government to kick start up cycle in economy.  

Key expectation from budget 

⇒ Concrete plan on infrastructure spending 

⇒  Personal income tax cut 

⇒ Tinkering with long term capital gain 

Personal Taxation 

Expectations and euphoria from Budget are very high. Budget 2019 saw a significant increase in surcharge 

rates, increasing the effective tax rate for those at higher income levels from 35.88 percent to 42.74 percent. This 

has put India on the trajectory of significantly high personal income tax rates globally. Subsequently, there has 

been a slicing down of corporate tax rates, triggering high hopes on reduction in personal tax rates to boost 

spending and to provide impetus to the economic growth.  
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Assessment Year/ Rate 2019-20 Actual 2020-21 Expected 

Nil Up to 2,50,000 Up to 2,50,000 

5% 2,50,001 to 5,00,000 - 

10% - 2,50,001 to 10,00,000 

20% 5,00,001 to 10,00,000 10,00,001 to 20,00,000 

30% 10,00,001 and above 20,00,001 to 2,00,00,000 

35% - 2,00,00,001 and above 

  Income Tax Slab—Expectation 
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As  the GDP forecast 
has been declined  
coupled with  increas-
ing inflation rate from 
the last few  
months .Therefore,  we 
don't expect  any    
further room  for  Repo 
rate  cut in near term. 

GDP growth forecast 
to  4.8% for FY20 as 
per IMF estimates. The  
unexpected cut  was 
led by slowdown in 
demand and stress in 
NBFC sector. 

The inflation  is ex-
pected  to  remain be-
nign for next few 
months  on account 
rising food prices led 
by supply in shortfalls 
in various sectors, un-
certainty in oil prices 
due to geo political 
risks in the middle 
east.  
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Auto & Ancillary 

Expectation Impact Company 

Increase in rural spending Positive: It will strengthen farm incomes with 
high spending power. 

Mahindra and Mahindra, Hero motocorp, Es-
corts, TVS motors 

Increase in custom duty on imported tyres 
from 15% to 40% 

Positive: Reduction in the price differentiation 
between domestic and Imported tyres will help 
domestic players to gain market share  

Apollo tyres, J.K Tyres, MRF,CEAT  

Reduction in Individual income tax rate Positive: This will lead to increase in dispos-
able income of consumers and boost sector 

Maruti Suzuki, TVS motors,Bajaj Auto, Mahin-
dra and Mahindra and Hero motocorp 

Announcement of Scrappage policy Positive: To target one million electric vehi-
cles in top 10 most polluted cities All auto and ancillary companies 

Proposal for abolition of existing import duty 
on Lithium ion battery cells  

Positive:  Increase localisation  of producing 
battery cells  which will help to reduce an 
overall electric vehicle costs 

Major players such as Exide Industries and 
Amar raja batteries  

BFSI  

Expectation Impact Company 

increase in exemption limit on interest on de-
posits 

Positive. Incentive to investor to park their 
funds in banks. Benefit for banks to get higher 
low cost borrowings 

All Banks 

Higher borrowings over increase in fiscal gap 
Negative: Higher than expected borrowings 
could adversely impact government securities 
yield curve. 

Majorly PSU banks could face pressure on 
account of MTM on investments 
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Capital Goods 

Expectation Impact Company 

Duty exemption under FTA limiting to raw ma-
terials 

Positive : The move will provide level playing 
field to domestic manufacturers  L&T, KEC International 

Higher allocation of capital expenditure 
Positive : Increase in railway's outlay for capi-
tal expenditure for expanding reach, moderni-
zation and electrification programmes 

Rites, IRCON, RVNL, L&T 
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Expectation Impact Company 

Increase allocation to Infrastructure and lower 
housing cost 

Positive: Increase in demand  for cement will 
enable to drive pricing power and overall prof-
itability for manufacturers 

All cement companies 

Additional financial incentives for housing 
Positive: It will help to set up small energy 
units which would aid lower cost for power and 
fuel.  

All cement companies 

Cement 
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Chemicals & Fertilizers  

Expectation Impact Company 

Increase in the MNREGA outlay and agri 
credit 

Positive: Increase in the disposable income 
of the farming community for higher purchase 
in the agri inputs 

Agrochemicals and fertilizer companies 

Increase in the Subsidy allocation of urea  Positive: This  move could reduce working 
capital requirement and improve cashflow GSFC, NFL, RCF , Chambal etc 

FMCG 

Expectation Impact Company 

Higher Cess on Cigarette  
Negative: Domestic cigarette to become 
more costlier which is expected to lead to 
volumes shifting to illegal cigarettes 

ITC, VST Industries,  

Increase in MGNREGA spending Positive: Rural demand roughly contributes 
 to 50% of consumer companies revenues. HUL, Dabur, Emami and Marico 

Reduction in personal tax  
Positive: This move will  increase consumer 
disposable incomes and thus improve buying 
decisions 

Positive for all consumer companies 
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IT 

Expectation Impact Company 

Smoothening of labour laws  Positive: Increase the productivity of 
workforce with higher competencies  All IT companies 

Reduction in dividend Distribution Tax Positive: Easygo and increase in distribu-
tion of dividends All IT companies 

Metals & Mining 

Expectation Impact Company 

Reduction in Basic Custom Duty on raw materials like 
coking coal, limestone and dolomite 

Negative: The raw materials are vital to 
steel industry and availability in country is 
declining due to which dependence on 
imports is increasing. Currently basic cus-
tom duty is 2.5%, hence recommended to 
be reduced to zero to source at interna-
tional competitive price and make steel 
mills more competitive 

Tata Steel, Jsw Steel, JSPL, SAIL 

Zero Duty on import of ferro nickel and stainless steel 
scrap 

Positive: Ferro nickel and stainless steel 
scrap are key raw material which are not 
available in the country and necessarily be 
imported. Removal of duties to augment 
domestic manufacturing 

JSl, JSL Hisar, Jindal SAW, Ratnamani 
Metals 

Oil & Gas 

Expectation Impact Company 

Inclusion of natural gas under GST 

Positive:  Being out of GST purview, created 
challenges around tax compliance and re-
stricting input credit for gas marketers/
consumers. Evaluation to include natural gas 
under GST is in rounds from quite some time 
which could be benefit the whole value chain.  

Mahanagar Gas Ltd, Gujarat Gas Ltd, Indra-
prastha Gas Ltd, GAIL Ltd 

Inclusion of JET Fuel under GST Positive: Inclusion of Jet Fuel would benefit 
aviation companies Indigo, Spicejet 

Cess on oil production to reduce from 20% to 
10% 

Positive: Benefit for Oil exploration and pro-
duction companies ONGC, Oil India 
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Expectation Impact Company 

Weighted average deduction to R&D could be 
increased 

Positive: Can lead to higher net margins. 
Currently, 150% deduction till FY20 and 100% 
till FY21. May increase to 200% or extend the 
150% deduction for a few years. 

Companies with high R&D spends to get 
benefit 

Initiatives to set up the SEZs  exclusively dedi-
cated for manufacturing the key starting mate-
rials and intermediates 

Positive: This move will reduce dependence 
on intermediate sourcing from china, which  
eventually reduce sourcing risk. 

All Pharmaceuticals and Chemical Companies  
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Pharmaceuticals  

Power 

Expectation Impact Company 

Removal of coal cess Neutral : Reduction in input cost of thermal 
and coking coal  All Power sector companies 

Proposal of Allocating  INR 2.86 lakh crore 
Positive: The move would encourage power 
generators and distributors to enhance their 
operations 

All Power sector companies 

Real Estate 

Expectation Impact Company 

Reduction in Interest on Home loans at 7% 
Positive:  Buyers would able to afford 
housing loans which will increase its de-
mand  

Brigade Enterprises, DLF, Godrej Proper-
ties, Oberoi Realty, Prestige Estates Pro-

jects, Sobha, Sunteck Realty 

Increase in exemption limit for individual tax payers Positive: The move would result in increas-
ing overall demand  for realty sector  

Brigade Enterprises, DLF, Godrej Proper-
ties, Oberoi Realty, Prestige Estates Pro-

jects, Sobha, Sunteck Realty 

Extension of timeline for occupying IT SEZ park till 
31st March 2021 

Positive:  SEZ developers enjoys direct tax 
benefit on occupying IT SEZ park before 
31st march 2020.If the extension continues 
it will keep commercial space healthy 

Brigade Enterprises, Prestige Estates Pro-
jects, Sobha, Sunteck Realty 
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