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FM Nirmala Sitharaman had a tough balancing act of reviving growth without resorting to fiscal profligacy. Although, she 

delivered longest budget speech in history, but it failed to enthuse markets and Nifty closed 2.5% lower in the special 

trading session held on Budget day. Sharp fall in the markets can be attributed to the hope rally in the run-up to the 

budget. The fall was further accentuated by the ‘risk off” sentiments prevailing globally for riskier assets.  

While we can lament about the absence of stimulus to spur growth but we have to be cognizant of the fact that 

Government was fiscally constrained.  As far as policy initiatives are concerned to address stress in the specific sectors, 

Government has shown in the past, sector specific steps are not restricted to the confines of Union Budget but can be 

taken separately on case to case basis. Hence, we are not concerned (barring few tax provisions) that Government has not 

announced policy measures like Scrappage policy (for Auto sector) or TARP (for Financial sector).  

KEY BUDGET HIGHLIGHTS 

 Structural changes in the Direct Taxation - New personal income tax structure has been introduced with lower tax 

rates but without any exemptions and deductions. As part of new simplified personal income tax regime, numerous 

tax exemptions have also been removed. Although the intent is laudable but economy is not yet ready for 

deceleration in savings into financial assets. Insurance sector could be hit more as substantial number of people still 

buy insurance policy for tax planning. Besides, the proposed step can also affect the demand for affordable housing 

units. However the impact is likely to be moderate till the new tax regime is kept optional; our sense is that the large 

section of tax payers would still opt for the old regime.     

 Removal of Dividend Distribution Tax (DDT) – DDT has been abolished on dividends issued by companies. High 

dividend paying companies like IT and MNCs will be major beneficiaries from DDT removal. Dividend will now be 

taxed in the hands of recipients at the applicable tax rates. Also, in a relief to holding companies, Budget has allowed 

deduction for the dividend received by a holding company from its subsidiary. Although, DDT removal is largely 

positive, but it does not eliminate double taxation anomaly.  

 Encouraging Foreign inflows –  

- Tax exemption for Sovereign Wealth Funds (SWFs) – 100% tax exemption to the interest, dividend and capital 

gains income for SWF in respect of investment made in infrastructure and other notified sectors before 31st 

March, 2024 and with a minimum lock-in period of 3 years.  

- FPI limit in corporate debt increased - The limit for FPI in corporate bonds, currently at 9% of outstanding stock, 

will be increased to 15% of the outstanding stock of corporate bonds. Further, certain specified categories of 

Government securities would be opened fully for non-resident investors, apart from being available to domestic 

investors as well.  

- Withholding tax for FPIs/ QFIs/ Non-residents – Concessional withholding tax rate of 5% on interest payments 

(Bonds issued by Indian Companies, G-Sec, Municipal Bonds), has been extended from 1st July 2020 to 1st July 

2023.  

- Removal of DDT – Foreign Investors were not able to take tax credit for DDT but henceforth, they will be able to 

claim credit in their home country for tax paid on dividend income in India.  

 Tax friendly regime – New tax charter has been proposed in IT act to avoid harassment of assesses by tax officials. 

FM has also proposed amendment in the Income Tax Act so as to enable “Faceless appeal” on the lines of “Faceless 



UNION BUDGET 2020 

Page 2 of 6 

assessment”. Besides, dispute resolution scheme (“Vivad Se Vishwas”) is also introduced wherein a taxpayer would 

be required to pay only the amount of the disputed taxes and will get complete waiver of interest and penalty 

provided he pays by 31st March, 2020. Those who avail this scheme after 31st March, 2020 will have to pay some 

additional amount.  

 Aggressive Divestment Targets - Rs. 2.1 Lac crore has been budgeted from divestments in FY21. Proceeds from LIC 

IPO, is the key component of divestment target. Going by the past record, the target looks quite ambitious as lot of 

preparatory work needs be done on the compliance part for the IPO of LIC.  

 Amendment in companies act – Conceding to the Corporate demand, appropriate amendments in Companies Act 

2013, are proposed to remove criminal liability for acts civil in nature. 

 Enhancing contract enforcement - Given India’s poor score in enforcing contracts in World Bank ease of doing 

business ranking, FM mention of strengthening archaic Indian Contract Act 1872 in the Budget speech, reflects the 

recognition at the Government level about the constraints being faced by the entrepreneurs in the Country.  

SECTORAL IMPACT 

We have discussed impact on the sectors from policy changes or from higher budgetary allocation 

(compared to the past levels) -  

Sector Steps Implications 

Automobile 

 

Hike in custom duty on Electric Vehicles imported 
under Completely Knocked down (CKD), Semi 
Knocked down (SKD) and Completely Built Units 
(CBU)  

It will be positive for Indian Electric Vehicle 
Manufacturers however impact on the 
financials will not be material in the near 
term.    

Increase in customs duty to 7.5% from 5% on parts 
used to manufacture catalytic converters 

Marginally increase the transition cost to 
BS-VI however impact is going to be 
insignificant 

   

BFSI Deposit Insurance Coverage to increase from Rs. 1 
Lac to Rs. 5 Lac per depositor. 

Mildly positive for small & lesser known 
banks. Limited impact on NIMs 

Introduction of new personal tax regime under 
which all exemptions and deductions have been 
removed 

Insurance Companies (with higher share of 
non-protection business) are likely to be hit 
more. Besides HFCs can also be affected. 
However, the impact is likely to be 
moderate till the new tax regime is kept 
optional   

Limit for NBFCs to be eligible for debt recovery 
under SARFAESI Act 2002, is proposed to be relaxed 
– Asset size of Rs. 100 Cr (from Rs. 500 Cr) or Loan 
size of Rs. 0.50 Cr (from Rs. 1 Cr) 

Positive for the small NBFCs falling under 
that segment.  

   



UNION BUDGET 2020 

Page 3 of 6 

Sector Steps Implications 

Consumer 
Durables 

Increase in customs duty in the range of 5-10% on 
consumer appliances like fans, immersion heaters, 
water coolers and air conditioners (as part of the 
policy steps to correct Inverted Duty Structure) 

Will incentivize local manufacturing   

   

Capital Goods Proposal to build a seamless national cold supply 
chain for perishables, inclusive of milk, meat and 
fish, the Indian Railways will set up a “Kisan Rail” – 
through PPP arrangements. There shall be 
refrigerated coaches in Express and Freight trains as 
well 

Positive for companies engaged in 
commercial cooling solutions 

Extension of PM-KUSUM scheme to provide 20 Lac 
farmers for setting up stand-alone solar pumps and 
to help another 15 lakh farmers solarise their grid-
connected pump sets. 

Improve the order book position of the 
solar pump manufacturers 

   

Electric Utilities Concessional Corporate tax of 15% to companies 
setting up power plants by March 31st 2023 

Companies setting up new merchant 
capacities will benefit from new tax rate 
however companies operating under cost 
plus regime will not get benefit. 

Replacement of conventional energy meters by 
prepaid smart meters in the next 3 years 

Benefit the distribution utility companies in 
the sector. 

Closure of thermal plants with emission levels above 
the prescribed norms 

Companies may have to shut down their 
old/ inefficient plants for not meeting the 
prescribed norms.  

   

Fertilizer Budget has proposed lower subsidy allocation for 
fertilizers – from Rs. 79,998 Cr in FY20RE to Rs. 
71,309 Cr in FY21. Budget has also highlighted 
Government intent to encourage balanced use of all 
kinds of fertilizers including the traditional organic 
and other innovative fertilizers. 

Negative for the sector as it will increase 
the working capital requirement and 
consequently the interest burden. 

   

FMCG Increase in Excise Duty by way of National Calamity 
Contingent Duty on Cigarettes and other tobacco 
products. 

Rough estimates suggest effective tax/ stick 

increase could be in the range of 10-11% 

for company like ITC.  Certainly it will 

impact the EBIT margin if proportionate 

price hike not taken.  
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Sector Steps Implications 

Infrastructure 100% tax exemption to the interest, dividend and 
capital gains income for Sovereign Wealth Fund of 
foreign governments in respect of investment made 
in infrastructure and other notified sectors.   

It will help the sector in getting long term 
funds at cheaper cost as infra companies 
are facing difficulties in getting funds from 
the domestic financial institutions for 
various reasons. 

 Enabling private sector to build data centre parks 
throughout the country 

Support the viability of the projects (with 
substantial capex outlay) announced by 
corporates to build data center parks.   

   

IT Abolition of DDT Most of the IT companies are sitting on 
huge pile of cash as their incremental capex 
requirement is very low for organic growth; 
removal of DDT will help these companies 
in their capital allocation decision.  

   

Oil & Gas/ 
Petrochemicals 

Expand the national gas grid from the present 
16,200 km to 27,000 km; To deepen gas markets and 
to facilitate transparent price discovery and ease of 
transactions. 

Benefit all the stakeholders in the value 
chain from the upstream companies to the 
end user industries.  

 Anti-dumping duty on PTA (purified terephthalic 

acid) abolished. 

Mildly negative for PTA manufacturers (like 

Reliance) 

   

Real Estate Extension of tax sops for affordable housing by 

another one year till March 31, 2021 

Help the realty companies to reduce their 
inventory levels and strengthen their 
balance sheet 

 Taxability of dividend in the hands of the recipients 
with the abolition of DDT 

REITs were exempted from DDT but with 
the proposed move, the return on the 
investments in REITs will come down for 
the investors.  
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DISCLAIMER 

Monarch Networth Capital Limited (hereinafter MNCL), a publically listed company, is engaged in services of retail broking, credits, portfolio 

management and marketing investment products including mutual funds, life & general insurance and as such prepares and shares research data and 

reports periodically with clients, investors, stake holders and general public in compliance with Securities and Exchange Board of India Act, 1992, 

Securities And Exchange Board Of India (Research Analysts) Regulations, 2014 and/or any other applicable directives, instructions or guidelines issued 

by the Regulators from time to time.  

Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion concerning 

securities or public offer, providing a basis for investment decisions. The views expressed therein are based solely on information available 

publicly/internal data/other reliable sources believed to be true. The information is provided merely as a complementary service and do not 

constitute an offer, solicitation for the purchase or sale of any financial instruments, inducement, promise, guarantee, warranty, or as an official 

confirmation of any transactions or contract of any kind.  

Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsApp etc/transmitted through 

mobile application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those made 

available/uploaded on social networking sites (e.g. Facebook, Twitter, LinkedIn etc) by MNCL or those recommendation or offers or opinions 

concerning securities or public offer which are expressed as and during the course of “Public Appearance” are for informational purposes only. The 

reports are provided for assistance and are not intended to be and must not alone be taken as the basis for an investment decision. The user assumes 

the entire risk of any use made of this information. Though disseminated to clients simultaneously, not all clients may receive the reports at the same 

time. MNCL will not treat recipients as clients by virtue of their receiving this report. 

The reports include projections, forecasts and other predictive statements which represent MNCL’s assumptions and expectations in the light of 

currently available information. These projections and forecasts are based on industry trends, circumstances and factors which involve risks, variables 

and uncertainties. The actual performance of the companies represented in the report may vary from those projected. The projections and forecasts 

described in this reports should be evaluated keeping in mind the fact that these- 

are based on estimates and assumptions 

are subject to significant uncertainties and contingencies 

will vary from actual results and such variations may increase over a period of time 

are not scientifically proven to guarantee certain intended results 

are not published as a warranty and do not carry any evidentiary value. 

are not based on certain generally accepted accounting principles 

are not to be relied on in contractual, legal or tax advice. 

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without 

notice. Reports based on technical analysis is focused on studying charts of a stock's price movement and trading volume, as opposed to focusing on a 

company's fundamentals and as such, may not match with a report on a company's fundamentals.  

Though we review the research reports for any untrue statements of material facts or any false or misleading information, , we do not represent that 

it is accurate or complete and it should not be relied on in connection with a commitment or contract whatsoever. Because of the possibility of 

human, technical or mechanical error by our sources of transmission of Reports/Data, we do not guarantee the accuracy, adequacy, completeness or 

availability of any information and are not to be held responsible for any errors or omissions or for the results obtained from the use of such 

information. MNCL and/or its Affiliates and its officers, directors and employees including the analysts/authors shall not be in any way responsible for 

any indirect, special or consequential damages that may arise to any person from any inadvertent error in the information contained in the reports 

nor do they take guarantee or assume liability for any omissions of the information contained therein. Information contained therein cannot be the 

basis for any claim, demand or cause of action. These data, reports and information do not constitute scientific publication and do not carry any 

evidentiary value whatsoever. 
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The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of MNCL in any form is 

prohibited except with the written permission of MNCL. Persons into whose possession the reports may come are required to observe these 

restrictions. Opinions expressed therein are our current opinion as of the date appearing on the report only. Data may be sub ject to update and 

correction without notice. While we endeavour to update on a reasonable basis the information discussed in the reports, there may be regulatory, 

compliance, or other reasons that prevent us from doing so.  The reports do not take into account the particular investment objectives, financial 

situations, risk profile or needs of individual clients. The user assumes the entire risk of any use made of this information. Each recipient of the reports 

should make such investigation as deemed necessary to arrive at an independent evaluation of an investment in the securities of companies referred 

to in such reports (including the merits and risks involved).  

Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable 

for all investors. Investors may lose his/her entire investment under certain market conditions. Before acting on any advice or recommendation in this 

material, investors should consider whether it is suitable for their particular circumstances and, if necessary, seek profess ional advice. The price and 

value of investments referred to in research reports and the income from them may fluctuate. Transaction costs may be significant in option 

strategies calling for multiple purchase and sales of options. Foreign currencies denominated securities are subject to fluctuations in exchange rates 

that could have an adverse effect on the value or price of or income derived from the investment. Investors in securities such as ADRs, the value of 

which are influenced by foreign currencies effectively assume currency risk.  

The recommendations in the reports are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute 

positive/negative return basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to 

rating. For reasons of valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks always carry the risk of being 

upgraded to buy or downgraded to a hold, reduce or sell. The opinions expressed in the reports are subject to change but we have no obligation to 

tell our clients when our opinions or recommendations change. The reports are non-inclusive and do not consider all the information that the 

recipients may consider material to investments. The reports are issued by MNCL without any liability/undertaking/commitment on the part of itself 

or any of its entities. 

Recipients of the research reports should assume that entities of MNCL may receive commission, brokerage, fees or other compensation from the 

company or companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including persons involved in the 

preparation or issuance of reports/data/material, may, from time to time have 'long' or 'short' positions in, act as principal in, and buy or sell the 

securities thereof of companies mentioned therein or be engaged in any other transaction involving such securities and earn brokerage or other 

compensation or act as market maker in the financial instruments of the company/ies discussed therein or act as advisor or lender/borrower to such 

company/ies or have other potential conflicts of interests with respect to any recommendation and related information and opinions. 

We further undertake that- 

No disciplinary action has been taken against the research analyst or MNCL by any authority in connection with their respective business activity. 

MNCL, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of interest in the 

subject company. 

MNCL, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or more in the 

subject company’s securities, at the month immediately preceding the date of publication of this research report. 

 Past performance is not a guide for future performance, future returns are not guaranteed and investors may suffer losses which may exceed their 

original capital.  

 The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies 

mentioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. 

Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into whose 

possession this document comes should inform themselves about, and observe any such restrictions. Failure to comply with this restriction may 

constitute a violation of any foreign jurisdiction laws. 

 The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for Capital 

Markets and Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian Markets.  
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