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Budget Gives Huge Impetus to Rural Economy – GDP Growth Likely On an Upturn – Government Pushing
Structural Factors
Introduction
India achieved an average growth of 7.5% in first three years of the NDA Government. Indian economy is now
2.5 trillion dollar economy – seventh largest in the world. India is expected to become the fifth largest
economy very soon. On Purchasing Power Parity (PPP) basis, we are already the third largest economy. We
hope to grow at 7.2% to 7.5% in the second half. IMF, in its latest Update, has forecast that India will grow at
7.4% next year. Manufacturing sector is back on good growth path. The services, mainstay of our growth,
have also resumed their high growth rates of 8% plus. Our exports are expected to grow at 15% in 2017-18.
We are now firmly on course to achieve high growth of 8% plus.
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Budget At A Glance
(In ` crore)
2016-2017
Actuals

1

Revenue Receipts
2. Tax Revenue

2017-2018 2017-2018
Budget
Revised
Estimates Estimates

2018-2019
Budget
Estimates

1374203
1101372
(Net to Centre)
272831

1515771
1227014

1505428
1269454

1725738
1480649

288757

235974

245089

600991
17630
47743

630964
11933
72500

712322
17473
100000

716475
12199
80000

535618

546531

594849

624276

8 Total Receipts (1+4)
9 Total Expenditure (10+13)
10 On Revenue Account
of which
11 Interest Payments
12 Grants in Aid for creation
of capital assets

1975194
1975194

2146735
2146735

2217750
2217750

2442213
2442213

1690584
480714

1836934
523078

1944305
530843

2141772
575795

165733

195350

189245

195345

13 On Capital Account

284610

309801

273445

300441

14 Revenue Deficit (10-1)

316381
-2.1
150648
-1
535618
-3.5
54904
-0.4

321163
-1.9
125813
-0.7
546531
-3.2
23453
-0.1

438877
-2.6
249632
-1.5
594849
-3.5
64006
-0.4

416034
-2.2
220689
-1.2
624276
-3.3
48481
-0.3

3. Non-Tax Revenue

4

Capital Receipts1
5. Recovery of Loans
6. Other Receipts
7. Borrowings and Other
Liabilitites2

15 Effective Revenue Deficit (14-12)
16 Fiscal Deficit [9-(1+5+6)]
17 Primary Deficit (16-11)
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Budget Snapshot
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Fiscal Deficit – Higher Fiscal Deficit to support growth over the next one year
New Fiscal Roadmap, Government to achieve 3%deficit by FY21 rather than FY19.
Tax Revenues Budgeted to grow at a healthy 16.6% in FY19, up from 15.3% in FY18
Current year slippage at 0.3% of GDP, while target for FY19 kept at a realistic 3.3%
Subsidies to remain broadly stable despite increase in crude oil price.
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Fiscal Deficit was brought down to 4.1% in 2014-15 to 3.9% in 2015-16, and to 3.5% in 2016-17.
Revised Fiscal Deficit estimates for 2017-18 are Rs 5.95 lakh crore at 3.5% of GDP. The Budget
has projected a Fiscal Deficit of 3.3% of GDP for the year 2018-19.
The government will receive goods and services tax (GST) revenue for 11 months in 2017-18
and face shortfall in non-tax revenue due to lower accrual through spectrum auction. Part of
the shortfall was met through higher direct tax collections and disinvestment. The government
hopes to breach the disinvestment target in 2017-18 by collecting Rs1 trillion against the
budget estimate of Rs 72,500 crore. For 2018-19, the government has set a disinvestment
target of Rs 80,000 crore, including gains from privatization of Air India Ltd.
The government has also accepted key recommendations of the N.K. Singh Committee on fiscal
discipline to reduce debt-to-GDP ratio to 40% from 49.4% at present.
Agriculture & Rural Economy – Gets Huge Thrust From the Budget – Measures to alleviate
stress
The government's emphasis will be on generating higher incomes for farmers, by helping them
produce more with lesser cost, and in turn, earn higher income for their produce. India's
agricultural production is at a record high level today. 275 million tonne foodgrains and 300
million tonne fruits and vegetable have been produced in the country.
In the year 2018-19, for creation of livelihood and infrastructure in rural areas, total amount to
be spent by the Ministries will be Rs 14.34 lakh crore, including extra-budgetary and nonbudgetary resources of Rs 11.98 lakh crore. Apart from employment due to farming activities
and self employment, this expenditure will create employment of 321 crore person days, 3.17
lakh kilometers of rural roads, 51 lakh new rural houses, 1.88 crore toilets, and provide 1.75
crore new household electric connections besides boosting agricultural growth.
The Government has been steadily increasing the volume of institutional credit for agriculture
sector from year-to-year from Rs 8.5 lakh crore in 2014-15 to Rs 10 lakh crore in 2017-18. The
Budget proposes to raise this to Rs 11 lakh crore for the year 2018-19.
It has been acknowledged that the farmers should realize at least 50% more than the cost of
their produce, in other words, one and a half times of the cost of their production. The
Government has been very much sensitive to this resolutions and it has declared Minimum
support price (MSP) for the majority of rabi crops at least at one and a half times the cost
involved. The Government has decided to keep MSP for the all unannounced crops of kharif at
least at one and half times of their production cost.
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It is more important that farmers should get full benefit of the announced MSP. For this, it is
essential that if price of the agriculture produce market is less than MSP, then in that case
Government should purchase either at MSP or work in a manner to provide MSP for the
farmers through some other mechanism. Niti Ayog, in consultation with Central and State
Governments, will put in place a fool-proof mechanism so that farmers will get adequate price
for their produce.
The Government will create an institutional mechanism, with participation of all concerned
Ministries, to develop appropriate policies and practices for price and demand forecast, use of
futures and options market, expansion of warehouse depository system and to take decisions
about specific exports and imports related measures.
The Budget also proposes strengthening of e-NAM and to expand coverage of e-NAM to 585
APMCs. 470 APMCs have been connected to e-NAM network and rest will be connected by
March, 2018.
An Agri-Market Infrastructure Fund with a corpus of Rs 2000 crore will be set up for developing
and upgrading agricultural marketing infrastructure in the 22000 Grameen Agricultural Markets
(GrAMs) and 585 APMCs.
Food Processing sector is growing at an average rate of 8% per annum. Allocation of Ministry
of Food Processing is being doubled from Rs 715 crore in RE 2017-18 to Rs 1400 crore in BE
2018-19. Government will promote establishment of specialized agro-processing financial
institutions in this sector.
The Budget proposes to extend the facility of Kisan Credit Cards to fisheries and animal
husbandry farmers to help them meet their working capital needs. Small and marginal farmers
will get more benefits.
To address production and price fluctuations in onion, potatoes and tomatoes—the most
widely consumed vegetables—the budget announced a new programme, Operation Greens, (Rs
500 crore) that he said would be similar to Operation Flood for promoting dairy.
The Budget proposes to launch a Re-structured National Bamboo Mission with an outlay of Rs
1290 crore to promote bamboo sector in a holistic manner
The Budget announced setting up a Fisheries and Aquaculture Infrastructure Development
Fund (FAIDF) for fisheries sector and an Animal Husbandry Infrastructure Development Fund
(AHIDF) for financing infrastructure requirement of animal husbandry sector. Total Corpus of
these two new Funds would be Rs 10,000 crore.
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Many farmers are installing solar water pumps to irrigate their fields. Generation of solar
electricity is harvesting of Sun by the farmers using their lands. Government of India will take
necessary measures and encourage State Governments to put in place a mechanism that their
surplus solar power is purchased by the distribution companies or licencees at reasonably
remunerative rates.
Ground water irrigation scheme under Prime Minister Krishi Sinchai Yojna- Har Khet ko Pani will
be taken up in 96 deprived irrigation districts where less than 30% of the land holdings gets
assured irrigation presently. The Budget has allocated Rs 2600 crore for this purpose.
The thrust on agriculture is likely to benefit companies like Mahindra & Mahindra,ITC,
Escorts, Action Construction Equipment, Shakti Pumps, NACL Industries, PI Industries,
Monsanto, Excel Crop Care, UPL , Meghmani Organics, Dhanuka Agritech, Kaveri Seed
Company, Aries Agro etc
PMAY & Affordable Housing – Budget Provides Impetus
The Government has fixed a target that every poor of this country may have his own house by
2022. For this purpose Prime Minister Awas Yojana has been launched in rural and urban areas
of the country. Under Prime Minister Awas Scheme Rural, 51 lakhs houses in year 2017-18 and
51 lakh houses during 2018-19 which is more than one crore houses will be constructed
exclusively in rural areas. In urban areas the assistance has been sanctioned to construct 37
lakh houses.
The Government will also establish a dedicated Affordable Housing Fund (AHF) in National
Housing Bank, funded from priority sector lending shortfall and fully serviced bonds authorized
by the Government of India.
Health, Education And Social Protection
Government’s estimated schematic budgetary expenditure on health, education and social
protection for 2018-19 is Rs 1.38 lakh crore against estimated expenditure of Rs 1.22 lakh crore
in BE 2017-18. This expenditure is likely to go up by at least Rs 15,000 crore in 2018-19 on
account of additional allocation during the year and extra budgetary expenditure, including
through Higher Education Financing Agency.
Aayushman Bharat programme: 1.5 lakh centres will be set up to provide health facilities closer
to home. Rs 1,200 crore to be allocated for this programme
Flagship National Healthcare protection scheme, with approximately 50 crore beneficiaries. Up
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to Rs 5 lakh per family per year for secondary and tertiary care hospitalisation. World's largest
government-funded healthcare programme.
The Government had approved a comprehensive textile sector package of Rs 6000 crore in
2016 to boost the apparel and made-up segments. The Government now proposes to provide
an outlay of Rs 7148 crore for the textile sector in 2018-19.
Infrastructure and Financial Sector Development
India will invest as much as Rs 5.97 trillion in creating and upgrading infrastructure in the next
financial year. To raise resources, state-owned firms will access the equity and bond markets.
The budget also levied a Rs 8 per litre road and infrastructure cess on imported petrol and
diesel.
Smart Cities Mission aims at building 100 Smart Cities with stateof-the-art amenities. A total of
99 Cities have been selected with an outlay of Rs 2.04 lakh crore. These Cities have started
implementing various projects like Smart Command and Control Centre, Smart Roads, Solar
Rooftops, Intelligent Transport Systems, Smart Parks. Projects worth Rs 2350 crore have been
completed and works of Rs 20,852 crore are under progress.
The AMRUT programme focuses on providing water supply to all households in 500 cities. State
level plans of Rs 77,640 crore for 500 cities have been approved. Water supply contracts for
494 projects worth Rs 19,428 crore and sewerage work contract for 272 projects costing Rs
12,429 crore has been awarded.
Ambitious Bharatmala Project
During 2017-18, the cabinet approved the ambitious Bharatmala (roads) scheme to strengthen
the roads network, for which the government will raise Rs 5.35 trillion as equity from the
market. India needs funds for ambitious plans such as Sagarmala (ports) and Bharatmala to
improve its transport infrastructure.
Ambitious Bharatmala Pariyojana has been approved for providing seamless connectivity of
interior and backward areas and borders of the country to develop about 35000 kms in Phase-I
at an estimated cost of Rs 5,35,000 crore. To raise equity from the market for its mature road
assets, NHAI will consider organizing its road assets into Special Purpose Vehicles and use
innovative monetizing structures like Toll, Operate and Transfer (TOT) and Infrastructure
Investment Funds (InvITs).
The country has a road network of 3.3 million km, the second largest globally. India has been
constructing highways at a rate of 27-28km per day, with the aim of speeding up the
construction rate to 41km per day.
7

Friday, February 02, 2018

MSME
Rs 3,794 crore allocated to the MSME sector in the form of capital support and interest
subsidy By 2022, every block with more than 50% ST population will have Ekalvya schools at par
with Navodaya Vidyalayas
Rs 3 lakh crore target has been set for the Mudra Yojana .Rs 4.6 lakh cr sanctioned under
MUDRA Scheme.
Railways Capex Programme
Strengthening the railway network and enhancing Railways’ carrying capacity has been a major
focus of the Government. Railways’ Capex for the year 2018-19 has been pegged at Rs 1,48,528
crore. A large part of the Capex is devoted to capacity creation. 18,000 kilometers of doubling,
third and fourth line works and 5000 kilometers of gauge conversion would eliminate capacity
constraints and transform almost entire network into Broad Gauge.
There has also been significant improvement in the achievement of physical targets by Railways
as well. We are moving fast towards optimal electrification of railway network. 4000 kilometers
are targeted for commissioning during 2017-18.
Mumbai’s transport system, the lifeline of the City, is being expanded and augmented to add 90
kilometers of double line tracks at a cost of over Rs 11,000 crore. 150 kilometers of additional
suburban network is being planned at a cost of over Rs 40,000 crore, including elevated
corridors on some sections. A suburban network of approximately 160 kilometers at an
estimated cost of Rs 17,000 crore is being planned to cater to the growth of the Bengaluru
metropolis.
Aviation Sector
In the last three years, the domestic air passenger traffic grew at 18% per annum and our airline
companies placed orders for more than 900 aircrafts. Regional connectivity scheme of UDAN
(Ude Desh ka Aam Nagrik) initiated by the Government last year shall connect 56 unserved
airports and 31 unserved helipads across the country. Operations have already started at 16
such airports.
The Budget proposes to expand our airport capacity more than 19 five times to handle a billion
trips a year under a new initiative - NABH Nirman. Balance sheet of AAI shall be leveraged to
raise more resources for funding this expansion
Dedicated Freight Corridors
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Work on Eastern and Western dedicated Freight Corridors is in full swing. Adequate number of
rolling stock – 12000 wagons, 5160 18 coaches and approximately 700 locomotives are being
procured during 2018-19. A major programme has been initiated to strengthen infrastructure at
the Goods sheds and fast track commissioning of private sidings.
High Speed Optic Fibre Network
Task of connecting one lakh gram panchayat through high speed optical fiber network has been
completed under phase I of the Bharatnet project. This has enabled broadband access to over
20 crore rural Indians in about two lakh fifty thousand villages. The Government also proposes
to setup five lakh wi-fi hotspots which will provide broadband access to five crore rural citizens.
The Budget has provided Rs 10000 crore in 2018-19 for creation and augmentation of Telecom
infrastructure.
To harness the benefit of emerging new technologies, particularly the ‘Fifth Generation’ (5G)
technologies and its adoption, the Department of Telecom will support establishment of an
indigenous 5G Test Bed at IIT, Chennai.
Disinvestment
The 2017-18 Budget Estimates for disinvestment were pegged at the highest ever level of Rs
72,500 crore. The Budget has set the disinvestment target of Rs 80,000 crore for 2018-19.
Bank Recapitalization
Bank recapitalization program has been launched with bonds of Rs 80,000 crore being issued
this year. The programme has been integrated with an ambitious reform agenda, under the
rubric of an Enhanced Access and Service Excellence (EASE) programme. This recapitalization
will pave the way for the public sector banks to lend additional credit of Rs 5 lakh crore
TAX PROPOSALS:







9

Huge increase in number of tax returns filed
Budget reduces tax rate to 25% for companies who have a reported turnover of up to Rs
250 crore. This will benefit the entire MSME sector, which accounts for 99% of the
companies filing their tax returns. Revenue foregone is Rs7,000 crore.
GST collections projection pegged at Rs 7.43 lakh crore in full year 2018-19 as against Rs
4.44 lakh crore in nine months of current fiscal.
Govt makes PAN mandatory for any entity entering into a financial transaction of Rs 2.5
lakh or more.
Long-term capital gains on listed equity shares exceeding Rs one lakh to be taxed at
10%; gains grandfathered till 31 January 2018. The grandfathering provision of taxing
long-term capital gains tax with January 31, 2018 being a cut-off date would come as a
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relief to the market participants. This still keeps equities as the most attractive asset
class from a taxation perspective since the holding period to be eligible for LTCG on
most other asset classes is three years.
Propose to introduce tax on distributed income by equity oriented mutual funds at 10%
E-assesment: To almost eliminate any person-to-person contact:
100% tax deduction for farmer produce societies for five years; will also encourage
Operation Green
Income from capital gains in real estate: no adjustment when circle rate does not
exceed 5% of considerations
MSMEs: Benefit of reduced 25% corporate tax rate extended to firms with turnover of
Rs1.25 crore. This move is expected to benefit the micro, small and medium enterprises
(MSMEs) but will disappoint big corporates that were hoping that the corporate tax cut
will be across the board, in line with the finance minister’s earlier promise of reducing
the tax rate to 25%, accompanied by a complete phasing out of exemptions.
Salaried taxpayers: no changes to I-T structure for individuals
Higher medical reimbursement and travel allowance limit at Rs40,000 for salaried
taxpayers
Tax sops for senior citizens: interest on fixed deposits above up to Rs 50,000 exempted
Health and education cess: To be increased by 1%
Indirect taxes: First tax after GST rollout
o Excise Duty:
Basic Excise Duty on manufacture of motor spirit and HSD reduced by Rs 2 /- per litre
Road cess of Rs 6 per litre on petroleum products abolished
Road & Infrastructure Cesson petroleum products of Rs 8 per litre introduced
Additional duty of Customs levied on import of Motor Spirit and HSD abolished
o Customs duty:
To be increased to 20% for mobile phones. Customs Duty on certain products, such as
mobile phones and televisions has been increased, to provide a fillip to 'Make in India’
To abolish education cess on imported goods and instead place social welfare surcharge
of 10%.
Import of solar tempered glass for manufacture of solar cells exempted from customs
duty.
Customs duty on crude edible vegetable oils like groundnut oil, safflower seed oil hiked
from 12.5% to 30%; on refined edible vegetable oil from 20% to 35%
Import duty on LCD/LED/OLED panels, parts of TVs hiked to 15%; duty on smart
watches, wearable devices, footwear doubled to 20%.
Customs duty on sunglasses, cigarette lighter, toys, bus and truck tyres, select furniture
hiked.
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Sectoral Impact
Auto: Increase in rural incomes and higher access to agri credit augurs well for two wheeler
firms. Commercial vehicle sector is also likely to reap benefits of increased allocation for the
rural economy and infrastructure sector. This is positive for Mahindra & Mahindra, Hero
Motocorp, TVS Motors, Bajaj Auto & Maruti Suzuki Ltd
Ports: Allocation to Sagarmala AND Inland Waterways remains low as compared to the cost of
planned initiatives. National Logistics Portal will improve the eas of doing business and cut
costs. This is positive for Adani Ports & SEZ Ltd,Gujarat Pipavav Port Ltd, Allcargo logistics Ltd
Fertilizers: Reduction in subsidy budget for 2017-18 and marginal increase for 2018-19 would
lead to continued subsidy delays. However measures aimed at rural economy will help the
fertilizer marketers overall. This is positive for Coromandel International Ltd, RCF Ltd, GNFC,
Tata Chemicals
Textiles: Increase in allocation for textile package augurs very well for textile exporters.
Increased credit availability to SME’s and reduced corporate tax rates for small firms are
expected to address the liquidity related issues. This is positive for Arvind Ltd, Raymond Ltd,
Page Industries Ltd
Cement: Improved rural incomes, higher rural credit and increased allocation for rural,
agricultural and allied sectors is likely to boost the rural demand. The thrust on the PMAY and
affordable housing will augur well for cement companies. This remains positive for Ultratech
Cement, ACC, Ambuja Cement, Ramco, JK Lakshmi Cement
Construction: The Government will tap new fund sources by transferring public sector assets to
infrastructure investments trusts(InVITs). The petrol and diesel cess increase will benefit the
infrastructure industry. This will be positive for Larsen & Toubro, Sadbhav Engineering, KNR
Construction, Dilip Buildcon
Aviation: The thrust on expansion of airport capacity will help address infrastructure
constraints and improve connectivity. Plans to develop iconic tourist destinations will also
sup[port Indian aviation industry. This is positive for Jet Airways, Spicejet and Interglobe
Aviation
Banking: Increase in TDS deduction limit for senior citizens to make bank deposits more
attractive for them. MSME’s and retail borrowers to witness increased credit flow as large
corporate to tap bond markets. This is positive for banks like SBI, HDFC Bank, ICICI Bank
Housing Finance Companies: Thrust on increasing rural incomes is likely to aid the demand for
housing and likely to be positive for housing finance companies. Reduced rating threshold will
help firms raise funds. This is positive for HDFC Ltd, LIC Housing Finance Ltd, Gruh Finance Ltd,
Canfin Homes Ltd.
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Healthcare: Funds allocation for the health insurance scheme appear inadequate. Setting up
new medical colleges and hospitals and health centres will ensure adequate availability of
healthcare facilities. This will be positive for companies like Apollo Hospitals Ltd, Fortis
Healthcare Ltd, Narayana Hridalaya Ltd, Healthcare Global Enterprises Ltd
Renewable energy Sector: Net Metering (selling surplus power to discoms after self
consumption) for solar pumps and lower under-recoveries for discoms from agri-consumers.
This will be positive for Orient Green Power Ltd, Suzlon Energy Ltd, Inox Wind Ltd, Indowind
Energy Ltd.
High Speed Optic Fibre Network: Task of connecting one lakh gram panchayat through high
speed optical fiber network has been completed under phase I of the Bharatnet project. This
has enabled broadband access to over 20 crore rural Indians in about two lakh fifty thousand
villages. The Government also proposes to setup five lakh wi-fi hotspots which will provide
broadband access to five crore rural citizens. The Budget has provided Rs 10000 crore in 201819 for creation and augmentation of Telecom infrastructure. This augurs very well for
companies like Sterlite Technologies, Aksh Optifibre, HFCL, Vindhya Telelinks.
Telecom: BharatNet spends stand only at around 60% of the allocation in fiscal 2018. Customs
duty hike on handsets to promote local manufacturing, but prices to be hit in the short term.
This is negative for Bharti Airtel, Idea Cellular, Bharti Infratel & Reliance Communications
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