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Budget Expectations: Ailing Economy needs handholding by 
the Government 

 

State of the Economy 

The Coronavirus (COVID-19) pandemic, which began spreading across world in late-2019, 

disrupted economic activities globally throughout 2020. To contain the virus spread, most 

countries imposed stringent lockdown measures in the first few months of 2020. India 

experienced one of the toughest lockdowns (imposed in March 2020) globally, bringing 

economic activities to a grinding halt and causing a sharp contraction in the GDP in two 

successive quarters of FY21, pushing the economy into a recessionary phase.  

Due to social distancing measures and lockdowns, several sectors of the economy faced 

hardships, and India’s GDP contracted by 23.9% in Q1FY21. It started recovering gradually 

as restrictions were relaxed. Activities in businesses and industries that were shut down 

during the lockdown period gradually began resumption, and the GDP contraction slowed 

to 7.5% in Q2FY21. Furthermore, the flattening of the Covid-19 infection curve and progress 

in developing an effective vaccine for the virus, has helped improve the recovery outlook. 

Following faster-than-expected recovery signs, many domestic and global agencies have 

revised their GDP projections upwards from their earlier estimates. The BWR forecast itself 

pegs the contraction at about 7% to 7.5% for FY21, lower than the earlier estimate of -9.5%.  

In the advance estimates for FY21, the MOSPI has estimated a 7.7% contraction in the GDP, 

which is comparatively lower than the projections made by multilateral agencies. Although 

these estimates are better than anticipated, economic activity is likely to remain subdued 

until the health risks abate. The agriculture sector has continued to be a growth driver, 

supported by favourable weather conditions, and, the manufacturing sector benefited from 

improved demand conditions with the gradual lifting of the lockdown. The RBI, based on 

the 27-indicator economic activity index, has updated its forecast for Q3FY21 into turning 

positive at 0.1%. Central government expenditures, which had been shrinking in the first 

eight months of FY21, recovered to register 48.3% growth on a YOY basis in November, and 

similar trends are seen in subnational expenditures, which would lift the growth rate of 

‘public administration and defence and other services.’ However, the services sector 

continued with staggered recovery due to continued social distancing measures and 

uncertainty over the pandemic control.  

No doubt, the Indian economy is recovering after having recorded the deepest GDP 

contraction among G20 economies in the Q1FY21. However, the humongous loss (which is 

estimated to be about Rs 11 trillion in terms of the GDP) caused due to the pandemic may 

have a long-lasting impact on the economy. Thus, it is essential to bring the economy onto 

the growth track by providing support through required stimulus measures.  
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Source: Respective agencies websites and latest research publications 

Covid-hit Budget Analysis: Government Finances Under Pressure 

The pandemic struck at a time when the economy was already caught in the grip of a growth 

slowdown. GDP growth touched an 11-year low of 4.2% in 2019-20, and growth in the last 

quarter was just 3.1%; the construction and manufacturing sectors were already in a 

contraction. A steadily declining investment rate has been a major factor in causing 

deceleration prior to the Coronavirus crisis. There was sharp decline in the share of the 

Gross Fixed Capital Formation (GFCF) to the GDP from 31.9% in FY19 to 29.8% in FY20. 

Furthermore, the balance sheets of the corporate sector, banks, as well as the government, 

had been under severe stress before the pandemic struck, and the situation only worsened 

further in FY21. 

The actual collections of the central tax revenue in FY20 reported by the Controller General 

of Accounts was lower than even the revised estimates (RE) by almost 9%, although the 

lockdown in March was for merely nine days. The total expenditure was also lower by 0.5% 

than the RE. There was a severe slippage in achieving the fiscal deficit target from 3.8% in 

the RE to 4.6%cin the actuals. The economic contractions caused by the pandemic have 

rendered the budget for FY21 presented last year completely irrelevant. With a sharp 

increase in the deficits and debt due to a contraction in revenue and additional health-

related and stimulus-driven expenditures, the deficits and debt are likely to show a sharp 

increase this fiscal. The problems are likely to spill over to the next fiscal as well. The 

government will have to rework the targets and lay down the roadmap for consolidation to 

start the consolidation process from FY22.  

As per the data released by the Controller General of Accounts (CGA), the government’s 

revenue collection during the April to November 2020 period accounted only for 37% of the 

full year’s BE. Furthermore, the collections are 18% lower than in the corresponding period 

last year. Revenue from income taxes (personal income tax and corporate income taxes) 

was 24.4% lower, and the GST (CGST+IGST+UTGST) shrank by almost 25.3% during the same 

period. The fall in crude oil prices has helped to some extent as the increase in taxes for  
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 Relaxation in fiscal deficit 

targets may be necessary, 

and the government may 

have to revise the deficit 

target upwards for the 

current year in view of the 

dire need to augment capital 

expenditures. 

 Take a fresh look at the 

policy of fiscal deficit targets 

and allow for gentle 

increases in government 

borrowings to finance larger 

public investment and social 

expenditures 

 Much of the burden of fiscal 

adjustment has had to be 

borne by capital 

expenditure. At a time when 

a substantial increase in 

capital expenditures is 

warranted, the fiscal space 

has posed serious 

constraints. Perhaps, the 

government may have to 

revise the deficit target 

upwards for the current year 

in view of the dire need to 

augment capital 

expenditures. Increasing 

expenditure on public 

projects to create 

employment and public 

assets constitute the need 

of the hour.  

 Increase in public spending 

will have to be financed to a 

large extent by garnering 

disinvestment proceeds and 

monetising assets.  

 The government should be 

transparent and include off-

budget liabilities in providing 

the estimates for the deficit. 
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petrol and diesel resulted in a huge rise in excise duty collections. On the expenditure side, 

the government has spent 62.7% of the budgeted expenditure so far, which is just around 

5% higher compared with the corresponding period the previous year. Under the PM’s 

Aatmanirbhar programme, government has announced additional spending to provide 

stimulus which works out to just around 2 to 2.5% of the GDP. Despite the limited 

expenditure, the fiscal deficit widened sharply and crossed 135% of the budget target in 

November 2020. Given the sharp shortage in other revenue collections, the fiscal deficit in 

2020-21 is likely to cross 7.5% to 8% of GDP as against the budget estimate of 3.5%.  

Covid-19 Impact on Government Accounts as against Budget Estimates 

(Amount in Rs crore) 

  2018-2019 2019-2020 2019-20 2020-2021 2020-21 

  Actuals 
BE 

(Revised)  
Actuals 

(P) BE 

Actuals 
(Apr to 

Nov) 

        

1. Revenue Receipts  1,552,916   1,850,100   1,682,107   2,020,926   812,710  

 2. Tax Revenue (Net to Centre)  1,317,211   1,504,587   1,355,886   1,635,909   688,430  

 3. Non Tax Revenue  235,705   345,513   326,221   385,017   124,280  

4. Capital Receipts  762,197   848,450   778,620   1,021,304   18,141  

 5. Recovery of Loans  18,052   16,604   18,316   14,967   11,962  

 6. Other Receipts  94,727   65,000   50,304   210,000   6,179  

 7. Borrowings and Other Liabilities  649,418   766,846   710,000   796,337   1,075,507  

8. Total Receipts (1+4)  2,315,113   2,698,551   2,460,727   3,042,230   830,851  

9. Total Expenditure (10+13)  2,315,113   2,698,552   2,686,362   3,042,230   1,906,358  

 10. On Revenue Account  2,007,399   2,350,438   2,349,618   2,630,145   1,665,200  

 of which       

 11. Interest Payments  582,648   625,105   611,036   708,203   383,425  

 12. Grants in Aid for creation  
 of capital assets  191,781   191,737    206,500    

 13. On Capital Account  307,714   348,907   336,744   412,085   241,158  

 14. Revenue Deficit (10-1)  454,483   500,338   667,511   609,219   852,490  

As % of GDP 2.40 2.40 3.28 2.70 4.38 

 15. Effective Revenue Deficit (14-12)  262,702   308,601   667,511   402,719   852,490  

As % of GDP 1.40 1.50 3.28 1.80 4.38 

 16. Fiscal Deficit [9-(1+5+6)]  649,418   766,848   935,635   796,337   1,075,507  

As % of GDP 3.40 3.80 4.60 3.50 5.52 

 17. Primary Deficit (16-11)  66,770   141,743   324,599   88,134   692,082  

As % of GDP 0.40 0.70 1.60 0.40 3.55 

BE: Budget Estimates, Data is provisional 

Source: CGA, Budget documents, BWR research 

 

Balancing the Budget  

Unfortunately, the government does not have enough resource power to pump-prime the 

economy by increasing public spending. It has already increased its borrowings by around 

Rs 5 lakh crore from the budgeted target in FY21. It has also allowed the states to borrow 

an additional Rs 4 lakh crore to cover the loss of revenue from own tax and non-tax sources 

and transfers from the centre.  

 

 

Expectations 

 

 Calibrating a counter-

cyclical fiscal policy requires 

fiscal expansion. It should 

take a fresh look at the 

policy of fiscal deficit targets 

and allow for gentle 

increases in government 

borrowings to finance larger 

public investment and social 

expenditures.  

 The government’s 

measures are largely on the 

supply side to revive the 

investment climate by 

making the cost of 

borrowing low and saving 

more after tax profits for 

further investment. Now is 

the time for interventions on 

the demand side to increase 

consumption and 

investment demand. This 

would require an increase in 

public spending and new 

investments from public 

enterprises. 
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The aggregate tax revenues will continue to be subdued for the substantial part of next 

year. The monthly revenue collections from GST in excess of Rs. 1 lakh crore since October 

and record collection of Rs 1.15 lakh crore in December is noteworthy. However, revenue 

from other taxes, including the corporate income tax, will remain subdued. The increase in 

public spending will have to be financed to a large extent, by garnering disinvestment 

proceeds and monetising assets.  

Disinvestment Target  

In the last budget, the government had set an ambitious disinvestment target of Rs 2,10,000 

crore for FY21, including Rs 90,000 crore from an IPO in LIC and IDBI Bank stake sale. As per 

the latest available information, the government had raised only Rs 15,220 crore or 7% of 

the target, by divesting equity stakes in Hindustan Aeronautics, Bharat Dynamics, Mazagon 

Dock Shipbuilders, RITES; IRCTC, KIOCL LTD, NTPC LTD, NMDC Ltd. and SUUTI. The majority 

of the funds divested through Hindustan Aeronautics Ltd (4924 crore) and Indian Railway 

Catering and Tourism Corpn. Ltd. (4,473 crore). As the preparations for disinvestment in LIC 

and HPCL are reported to be at an advanced stage, the disinvestment target is likely to be 

higher for the next fiscal. Next year will present greater opportunities to fast-track strategic 

disinvestment not merely to raise resources for revival, but also to vacate the government’s 

involvement in non-strategic areas. 

Considering the fact that tax revenues are likely to remain subdued, garnering funds 

through disinvestment proceeds and monetising assets seems to be the only option left for 

the government. In the wake of the shortage in revenue, we expect the government to opt 

for an aggressive disinvestment target of ~Rs 250,000 crore to finance its expenditure in 

FY22.  

 

* As on 21 January 2021, # BWR Estimates 

Source: Budget Documents and www.dipam.gov.in 
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In the past ten years, the government has been able to meet its disinvestment target 
only twice, during FY18 and FY19, and is likely to miss the target again in FY21 
because of the economic downturn
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Policy Signals to Revive Growth  

In such an environment where the pandemic continues rage across the world, and several 

sectors of the economy are still functioning below potential, preparing the budget is, by no 

means, an easy task. While there is a lot of hope of the budget pump-priming the economy, 

the serious erosion in revenue, bloating debt situation and urgency to augment pandemic-

related expenditures, all force caution. In any case, the budget will have to give policy 

signals towards fast-tracking economic revival. The contraction in the GDP, decelerating 

investments, weak business conditions, stagnant trade, shortfall in revenue collection, 

unemployment issues and loss of income are the major challenges for the government 

before formulating its financial plan for 2021-22. The consequence of a shrinking economy 

on the central government revenue is huge, and hence, lifting the economy out of the 

recessionary trend is the utmost priority that the government needs to focus on.  

Due to fiscal constraints, the government has been hesitant in providing sizeable fiscal 

stimulus so far and the RBI did much of the heavy lifting of the economy. The RBI’s easy 

monetary policy, including liquidity boosting measures, the moratorium and the 

restructuring of loans, has helped to ease financial sector constraints to some extent, but 

not demand. Despite a lower cost of borrowing, lenders were unwilling to lend for the fear 

of reprisal, and borrowers were unwilling to borrow as there is uncertainty all round. 

Furthermore, there was the NBFC crisis and NPA mess. The RBI’s Financial Stability Report 

also shows that the pandemic is likely to sharply increase the GNPAs of Scheduled 

Commercial Banks (SCBs), mainly on account of public sector banks. 

The Union budget for 2021-22, which will be presented by the Finance Minister on 1 

February 2021, will have to address a number of issues.  

Health Infrastructure: The pandemic has exposed the underbelly of poor health 

infrastructure in the country. Health and family welfare is a state subject, and the states 

have historically neglected this sector. The pandemic has underlined the need to address 

this shortcoming expeditiously; the allocation to the National Health Mission should be 

increased, and the scheme should be refocussed toward strengthening public health 

infrastructure. The pandemic is still looming large, and the war against it can be won only 

with a clear and comprehensive vaccine distribution strategy, which would require priority 

fiscal support. 

Reviving Demand: The adversely hit construction activity, tourism and hospitality, and 

muted bank credit particularly to industries require immediate actions for demand 

resumption.  

Banking Sector Reforms: The financial sector, particularly public sector banking, has been 

crying for urgent reforms. The government can ill afford to delay the reform of public sector 

banks any longer. The report on the trends and progress of banking in India released in 

December underlines the stability concerns of the sector, and the financial stability report 

released on January 11 shows that the GNPA of SCBs is likely to go up from 7.5% in 

September 2020 to 13.5% in September 2021 under the baseline scenario and to 14.8% 

under the severe stress scenario. The GNPA of public sector banks is likely to increase from  
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9.7% in September 2020 to 16.2% in September 2021 in the baseline scenario and to 17.6%  

under the severe stress scenario. The real stress on the banking system will be known only 

after the long periods of the moratorium on loan repayments end and the effect of 

restructuring of loans done based on the recommendations of the Kamath committee is 

known. The amount of recapitalisation required for public sector banks will be substantial. 

Press reports speculate that in the budget, the government may create a Bank Investment 

Company on the lines recommended by the Nayak Committee. There are also reports of 

creating bad banks to buy the NPAs of the banks and cleaning their balance sheets. What 

action the government will take in the budget remains to be seen. Whatever be the 

measure taken, the success or otherwise of the proposal will depend on the extent to which 

the government will distance itself from the company and improvement in the governance 

of PSBs. 

Improve Competitiveness of Economy: Given the steady decline in the investment ratio 

since 2012 and impact of economic disruptions caused by the pandemic, in the normal 

course the economy is not likely to return to registering 7-8% growth after normalcy is 

restored, unless some structural reforms are initiated. In addition to falling investments, 

the protectionist stance has increased. Measures such as production-linked incentives to 

some sectors will continue to make them depend on subsidies. The need of the hour is to 

improve the competitiveness of the economy, which requires exposing domestic players to 

international competition. An overvalued rupee and increased tariff protection cannot 

make the economy competitive. There is clearly a need to reverse protectionist trends and 

to modify the Atmanirbhar campaign to increase competitiveness, rather than erecting 

protectionist walls.  

Fifteenth Finance Commission Report: Another important issue to look forward to is the 

report of the FFC, which will form the basis of tax devolution and grants to the states for 

the next five years. The commission’s report was submitted to the President on 9 

November, and the details of the recommendations will be in the public domain only when 

it is placed in the Parliament prior to the presentation of the budget. In the prevailing 

environment, higher transfers to states are unlikely. In the first report for 2020-21, the 

commission had stated that it intends to give sectoral and performance-linked grants. From 

the press statements of the chairman, it appears that the health sector may get some 

additional grants. Sectoral and performance-linked grants may not help achieve the 

intended objectives if the grants are small; if they are substantial, whether the transfer from 

the centre will increase or will the same be done by reducing tax devolution remains to be 

seen.  

Fiscal Consolidation: The FRBM targets for fiscal consolidation as laid out in the Medium-

Term Fiscal Plan (MTFP) have, in any case, lost their relevance.. As mentioned earlier, the 

government will have to keep up its spending to maintain economic activity in FY22 as well. 

The fiscal deficit in 2020-21 is likely to be around 7.5 to 8% of the GDP, as against the budget 

estimate of 3.5%. When the fiscal deficit of the states is included, the aggregate deficit could 

work out to almost 12% of the GDP, and the outstanding general government debt could  
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reach 90% of the GDP. The government will have to think of laying the road map for 

reaching a sustainable level of debt from 2022-23 and accordingly amend the FRBM Act.  

The Fifteenth Finance Commission was given the mandate to recommend the roadmap, 

and the government, after due consideration to its recommendation is likely to lay down 

the targets and roadmap for fiscal consolidation beginning 2022-23.  

Conclusion: Reviving the economy to reach the trajectory of growth of 7-8% is likely to be 

the focus of this year’s budget. The Finance Minister has promised that this year, the budget 

will be a “never seen before budget in the last 100 years”. The task is extremely challenging, 

considering the ground reality of continued disruptions in the economic activity and the 

contraction in resource availability. Swift recovery requires the government to loosen its 

purse strings to pump-prime the economy through public spending to trigger economic 

resurgence. Fiscal year 2021-22 is likely to see the continued revival of the economy, and 

perhaps, in the Q3FY22, the GDP is likely to touch the pre-pandemic level. However, the 

growth trajectory that will emerge thereafter will crucially depend on structural reforms to 

address a declining investment ratio and falling exports, and the forthcoming budget would 

serve as the appropriate starting point to initiate required policy changes. 

Even as economic recovery continues with the progressive relaxation of restrictions on 

economic activity, the government will have to continue to lead the recovery through 

increased public spending. In the prevailing environment, austerity is not a virtue, and any 

consolidation attempt will have to be made after the economy reaches the pre-pandemic 

level of output. Thus, any serious attempt at fiscal consolidation will have to start FY22 

onwards. The focus should be to at increasing investment, creating externalities towards 

improving economic environment and increasing in productivity towards reaching a high 

growth trajectory.  

 

 

 

SECTORAL EXPECTATIONS: 

In addition to the overall upliftment of the economic parameters, there are certain sectors 

which are crucial and need adequate hand-holding by the Government of India for the 

effective revival of the whole economy. However, some of the sectors are already on the 

revival trajectory and a slight push to increase demand will be beneficial to pace up the 

growth.  

Some of the key segments that need certain focus from the Government are detailed below:  
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Agriculture 

 This budget is expected to provide increased allocation towards strengthening existing Farmer 

Producer Organisations (FPOs), establishing additional FPOs and providing them financing 

which would help small farmers get better access to the market and get better prices for their 

farm produce. 

 For 2020-21, BWR expects the agriculture credit target to be revised to at least Rs.16.5 lakh 

crore. 

 In the previous year’s budget, the government slashed the budget allocation to the Food 

Corporation of India (FCI) although loans availed by the FCI from the National Small Savings 

Fund (NSSF) helped them to continue the procurement operations. However, further cuts in 

the funds to the FCI will lead to financial constraints and may impact procurement operations.  

 Presently, Mahatma Gandhi National Rural Employment Guarantee Scheme (MNREGS) is 

mainly restricted to fodder farms, and thus, proposing the said scheme to link with other 

agriculture activities will help overcome the shortage of labour in agriculture. 

 Under the Pradhan Mantri Kisan Samman Nidhi Yojana, farm-land owners were allocated Rs. 

75000 Crs in 2019-20, but tenant farmers and agricultural labourers, who fall under the weaker 

section of the agriculture community, are excluded from this scheme. Government is expected 

to include the said community under this scheme in the coming budget. 

 The allocation of more funds towards Pradhan Mantri Fasal Bima Yojana is also required, 

considering private players are not allowed to do crop insurance. 

 

 

 

Fertiliser 

 BWR expects the Union Budget to lay out the timelines for the additional stimulus package of 

Rs. 65,000 Crs to this sector under the Atma Nirbhar Bharat 3.0 scheme, along with additional 

budget, will help clear the subsidy backlog and improve the financial health of fertiliser 

manufacturers. 

 Timely implementation of the Direct Benefit Transfer (DBT) for fertilisers  

 BWR expects budget requirements for this sector to remain at ~ Rs. 70,000 Crs, considering 

the implementation of a few major new urea plants, and the subsequent gas allocation to 

these are likely to happen in the next financial year. 

 

 
 

 

 

 

 

Expectations 

 

 An increase in allocation 

towards strengthening and 

setting-up new FPOs 

 An increase in the 

agriculture credit target 

 Linking MNREGS to other 

agriculture activities 

 The inclusion of tenant 

farmers and agri labourers 

in Pradhan Mantri Kisan 

Samman Nidhi Yojana 

 More funds towards 

Pradhan Mantri Fasal Bima 

Yojana 

 The release of the package 

already announced for the 

fertiliser sector 

 

 

 

Ashwini Mital 

(Director - Ratings) 

 

Peeush Middha 

(Assistant Manager - Ratings)  
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Automobiles 

 GST rationalisation: Although GST rates are decided by the GST council, an indication 

towards the transitory rationalisation of GST on automobiles from the current rate of 28% in 

the budget could be a catalyst in reviving sales.  

 Allowing the availment of the input tax credit of GST paid on automobiles for businesses will 

increase vehicle sales to corporates. Some special deductions for interest paid on auto loans 

could also be a positive step in boosting demand. 

 Vehicle scrappage policy: The automobile industry has been anticipating an incentive-based 

vehicle scrappage policy after the draft policy being initially proposed in 2016.  

 Incentives under PLI: As a part of the Aatmanirbhar Bharat scheme, the automotive and 

related ancillary sector is included in the PLI scheme. Brickwork Ratings expects a quick 

announcement on the details of the PLI scheme, followed by the faster disbursal of incentives. 

These incentives have the potential to kick-start significant investments in coming years. 

 Propelling the EV ecosystem: More measures are expected in the budget for promoting the 

adoption of EVs, including incentivising EV ownership and promoting component localisation. 

The government could provide attractive financing options, reduce GST on raw materials, 

reduce duties on lithium ion cell batteries and provide incentives to boost the sales of EVs. 

 Ease in financing norms: Currently lenders offer 65%-70% of the on-road price, down from 

85% as the loan value in FY20 earlier. The banks or NBFCs have become more cautious post 

the moratorium. The government should push for quick resolutions so that lenders ease the 

financing of vehicles which will result in increased vehicle sales. 

Banking 

 Credit growth has seen a major slump in FY21 owing to slower demand from the industries 

and services sector as well as risk aversion among public sector banks due to lack of capital. 

Agriculture and retail segments are the only bright spot in terms of credit growth in this 

pandemic affected year. 

 BWR estimates Public Sector Banks (PSBs) to require capital to the tune of Rs 1-1.25 lakh 

crore up to 31 March 2022. The government is expected to give some positive signal in the 

budget regarding the capital infusion into PSBs. However, PSBs will continue to struggle 

raising capital from the market owing to double whammy of slowing business and rising NPAs.  

 The government might go ahead with the formation of a bad bank in some format, either within 

the PSBs with each bank having it or a centralised entity with equity participation from the 

PSBs. This is needed to change the focus of the banks from the bad loans towards growing 

their business and sectors that need credit. 

 Government is also expected to study the effectiveness of the merger of banks and take steps 

to optimise the costs of these banks. Also, the government is expected to give an indication 

towards rationalisation of operations of non-merged weaker banks. 

 

 

Expectations 

 

 GST rationalisation 

 Vehicle scrappage policy 

 Incentives under the PLI 

scheme 

 Propelling the EV 

ecosystem 

 Ease in financing norms 

 

 

 

Tanu Sharma 

(Director - Ratings) 

 

Shivam Bhasin 

(Sr Ratings Analyst)  

Expectations 

 

 Formation of bad bank 

 Capitalisation into PSBs 

 

 

Anil Patwardhan 

(Sr. Director - Ratings) 

 

Hemant Sagare 

(Sr. Manager - Ratings) 
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Cement 

 Focus on speedy implementation and increased allocations towards various government 

schemes, such as the National Infrastructure Pipeline, Pradhan Mantri Awas Yojana, AMRUT, 

Bharatmala Pariyojana and Smart Cities Project will help increase demand for cement and 

accelerate the ascending trend in the sector. 

 Implementation of National Logistics Policy will result in reduced logistic costs for cement 

companies by removal of bottlenecks that hinder multi-modalism.  

 Efforts taken by the government for the expedited exploration of coal and lignite, coupled with 

a drop in their prices and the expected addition in capacities by the cement industry will take 

care of the supply side issues substantially. 

 Considering the scenario on the end-use consumption side, demand for limestone is likely to 

increase on account of an increase in demand for cement due to the acceleration in 

construction activities. Thus, the import duty of limestone getting a revision from 2.5% to nil in 

the current budget, would be in line with similar imports from ASEAN countries. 

 

Education 

 Guidelines and funding support for implementing NEP 2020: A clear implementation plan 

with adequate outlays are expected to help educational institutions across the spectrum 

implement changes and achieve the objectives of the policy. 

 Development of an ed-tech ecosystem: The measures such as a reduction in the current 

tax rate of 18% on the ed-tech sector and targeted funds to aid the establishment and growth 

of small and mid-size ed-tech companies and start-ups might be reviewed by the government. 

 Government support on promoting Artificial Intelligence (AI) and other technologies is 

expected. 

 Bridging the inequity in access to education: The popular mid-day meal scheme, which 

has been instrumental in increasing student enrolment, was hampered due to the pandemic. 

Targeted schemes to address such issues with increased focus on improving digital 

infrastructure and ensuring better access to digital education resources for marginalised 

communities is expected. 

 Increased focus on skill development: To accelerate economic growth, schemes targeted 

at upskilling and reskilling the youth are expected to help develop a workforce that is 

adequately skilled in the digital era.  

  

Expectations 

 

 Speedy implementation of 

certain schemes to help in 

increasing cement demand 

 Focus on the 

implementation of National 

Logistics Policy 

 Reduction in the import duty 

of limestone 

 

 
Vidya Shankar 

(Principal Director - Ratings) 

 

Saloni Singh 

(Ratings Analyst) 

Expectations 

 

 A higher allocation for the 

education sector, which will 

give the sector the required 

push in terms of 

infrastructure, institutes and 

quality education 

 Guidelines and funding 

support for the 

implementation of NEP 

2020 

 Reduction of tax rates and 

targeted funds for 

development of Ed-tech 

ecosystem 

 Increase accessibility to 

online education by 

improving digital 

infrastructure 

 Increased focus on skill 

development 

 

 

Saakshi Kanwar 

(Manager - Ratings) 

 

Anupama M 

(Ratings Analyst) 

 

Chandra Shekhar 

(Ratings Analyst) 
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Infrastructure 

Roads 

 Budget 2021-22 is expected to be focused at accelerating growth momentum in the road 

sector and also fast track the asset monetisation process. 

 Although budgetary allocations in the road sector have increased at ~17% CAGR over the 

last eight years, at least ~25% to 30% higher budgetary allocations are increasingly needed 

to fulfil the ambitious target of Rs 20.3 lakh crore investments in the road sector under the 

National Infrastructure Pipeline (NIP). 

 In FY21, project awarding and execution have not lost pace even during these Covid-19 

pandemic times (YTD FY21 execution is 28.16kms/day), which shows that the sector is poised 

for strong growth in FY22. 

 Recent changes in the HAM model regarding the modification in the payment milestone period 

has been leading to an improved working capital cycle and transmission to the MCLR-based 

lending rate, thereby mitigating interest rate risk, are expected to attract private investments. 

 

Airports & Ports 

 Financial aid and rationalisation of taxes (on aviation turbine fuel) and levies (like airport 

charges, parking and landing and navigation charges) in an already beleaguered aviation 

sector.  

 Focus on upgradation of the airports in Tier-2 cities to fulfil the ambitious target of developing 

100 airports under the Ude Desh ka Aam Nagrik (UDAN) scheme by 2024. 

 Focus on implementing the Sagarmala Programme, like port modernisation and port 

connectivity enhancement. 

 Further supporting the implementation of the Major Ports Authority Bill, which was introduced 

in Lok Sabha in March 2020 with the idea of privatising the major ports and giving them more 

liberty to function with greater autonomy for faster decision making is expected. 

 

 

 

 

 

 

 

 

 

Expectations 

 

 Budgetary allocation to 

keep pace with previous 

years allocation 

 Need for higher budgetary 

allocations by at least 25%-

30% 

 

 

Expectations 

 

 Provide financial aid and 

reduce taxes 

 The development and 

upgradation of airports in 

Tier-2 cities 

 Modest increase in 

budgetary allocations in the 

port sector 

 Support the implementation 

of the Major Ports Authority 

Bill 

 

 

  

Vipula Sharma 

(Director - Ratings) 

 

Nirav Shah 

Ratings Analyst 

 

 

  

Vipula Sharma 

(Director - Ratings) 

 

Nirav Shah 

Ratings Analyst 
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Urban Infrastructure 

 The budget allocation (FY2021-22) towards the National Urban Health Mission (NUHM) is 

expected to increase post Covid-19 pandemic. Last year, the NUHM budget allocation (2020-

21) was at Rs 950 Crs, which remained the same over the revised estimates of 2019-20. 

 Swacch Bharath Mission - The budget allocation towards the Swacch Bharat Mission (SBM) 

is expected to decrease further as most cities in India have been declared 100% open-

defecation-free.  

 The budget allocation towards the Pradhan Mantri Awas Yojana (PMAY) scheme is expected 

to increase to complete the provision of housing for all. 

 

 

 

 

 

Railways 

 The budget is expected to bring more policy support for private trains, new train sets for faster 

connectivity on new routes, better rail connectivity to tourist and pilgrimage spots, expansion 

of railway infrastructure for better connectivity in north eastern states. 

 Expecting more allocations towards green energy initiative by Indian Railways, expansion of 

Kisan Rail from the current Maharashtra-Bihar route to other areas of the country would 

strengthen the cold supply chain of perishable Agri produce. 

 Increasing allocation of safety fund by 50% from current Rs. 20,000 Cr to Rs. 30,000 Cr per 

year will help in bringing state-of -the-art technology in safety infrastructure. 

 Allocation towards the railway budget expected to be around Rs 1.70 lakh crore and gross 

budgetary support for railways expected to be around Rs. 75,000 Crs. The expansion of 

railway infrastructure for better connectivity in north eastern states 

 Allocation towards the railway budget expected to be around Rs 1.70 lakh crore and gross 

budgetary support for railways expected to be around Rs. 75,000 Crs. 

  

Expectations 

 

 Increase in the budget 

allocation towards the 

NUHM 

 Budget allocation towards 

Swacch Bharat Mission to 

decrease 

 Increase in budget 

allocation towards PMAY-U 

 

 

Expectations 

 

 Higher allocation towards 

green energy initiative by 

Indian Railways 

 Expansion of railway 

infrastructure 

 

 

 

Vipula Sharma 

(Director - Ratings) 

 

Sowmya Yatham 

(Manager – Ratings) 

Vipula Sharma 

(Director - Ratings) 

 

Biswaranjan Das 

(Ratings Analyst) 
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MSMEs 

 The suitable liberalisation of the foreign exchange policy for inflows and outflows will help 

Indian MSMEs and start-ups, which will enable smooth business with global customers, 

suppliers and investors so that our MSMEs can compete globally. 

 For India to attract more foreign investors, tax rates must be low, and avenues attracting 

double taxes such as capital gain taxes and taxes on dividends, should either be done away 

with or reduced considerably. 

 Employee Stock Option Plans (ESOP) are cost-effective tools for start-ups and MSMEs that 

have limited financial resources and still want to tap the best talent in the industry. The start-

up industry and its employees expect riders to be removed, and this benefit of the deferment 

of taxes should be rolled-out to more MSMEs in the traditional sector and not just to registered 

start-ups.  

 The government must facilitate technological solutions at a considerably lower total cost of 

MSMEs’ operations and include the same in the upcoming budget. Simplification of GST 

structure and rebates to MSMEs willing to adopt new technologies would boost the MSME 

space 

 Budget 2021 should make efforts to enable the development of MSMEs by providing them 

access to the required credit at lower interest rates and adopting the latest technologies. Given 

the good response to the Emergency Credit Line Guarantee Scheme, more funds could be 

allocated and also extend the timeline for sanctioning loans which ends in Mar ‘21.  

 With the expected focus on improving the country’s health system, particularly in the rural belt 

there is a bright prospect for MSMEs that cater to the medical/healthcare segment. 

 

NBFCs 

 The government has taken various steps to ease the liquidity crisis for NBFCs in the wake of 

the pandemic. One such measure was providing financial support through special windows 

and the extension of the partial credit guarantee scheme. However, the lower-rated NBFCs 

were not able to make use of these schemes and still face liquidity and funding challenges. 

 The asset quality issues have escalated due to the impact of pandemic on the credit profile of 

borrowers and liquidity mismatches due to RBI guidelines to extend the moratorium to its 

customers (on the asset side). However, the guidelines were not clear on the moratorium for 

NBFCs on their liability side, which led to considerable confusion and resulted in severe cash 

flow mismatches. 

 BWR expects the government to address these issues and provide some relaxation with the 

provisioning criteria and to address sectoral issues, which will in turn help NBFCs to recover. 

We also expect that the government continues to keep the funding lines under these various 

schemes open for another six months. 

Expectations 

 

 Easing FEMA Laws & 

liberalisation of foreign 

exchange policies 

 Reviewing of Long Term 

Capital Gain (LTCG) taxes 

on unlisted shares, dividend 

taxes & additional 

surcharge 

 Simplification of GST & 

labour laws required 

 Required credit and 

Technological solutions at a 

lower cost for MSMEs 

 Focus on improving 

healthcare expenditure 

 

 

Nagaraj K 

(Associate Director - Ratings) 

Expectations 

 

 BWR expects funding lines 

under various schemes to 

extend for another six 

months 

 

 

Anil Patwardhan 

(Sr Director - Ratings) 

 

Sree Harsha 

(Manager - Ratings) 
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Pharmaceuticals & Healthcare 

 The government spend on the healthcare sector is expected to be around Rs. 50000- 

Rs.60,000 Crs, which in turn would have a higher share on the budgetary allocation to 

the sector. 

 With the current inadequate infrastructure in healthcare segments (the doctor to patient 

ratio of 1: 1456 and beds to patient ratio of 131: 100000), there is a larger expectation 

that budget allocation to healthcare would be around 2% to 2.25% of the GDP, keeping 

in line with the Government of India policy to increase healthcare spending to 3% of the 

GDP by 2022.  

 Supply disruptions in key raw materials for critical medicines during the pandemic have 

resulted in the government rolling out an ‘Aatmanirbhar’ package for the pharma and 

medical device industry, which once operationalised, is expected to boost local 

manufacturing to some extent.  

 Greater focus on R&D and tax benefits on R&D expenditure in key raw materials and 

new drug discovery are critical to boost local manufacturing and achieve self-

sufficiency. 

 On the GST front, drugs are taxed under four categories, namely, nil, 5%, 12% and 

18%. While a few life-saving drugs are taxed at nil rates, some are taxed at 5.0%, and 

the majority fall under the 12% GST slab. Lowering the GST rate for all life-saving drugs 

to the nil slab would ensure consistent supply and affordability. 

 Fiscal policy changes, with special covid-related deductions or allowances would help 

increase consumer spending 

 

Public Sector Enterprises 

 Government is expected to release the huge receivables of MSMEs to ease out some 

stress in the sector and improve the liquidity position of these entities. 

 The government has also undertaken various measures in the past to resolve issues in 

the sector, the most recent being the liquidity infusion package through PFC & REC for 

the discoms; however, nothing has been able to help the sector so far. An extension of 

amount is expected in the budget. 

 Considering the fact that tax revenues are likely to remain subdued, garnering funds 

through disinvestment proceeds and monetising assets seems to be the only option left 

for the government. 

  

Expectations 

 

 Budget allocation to the 

healthcare sector to be 

around 2-2.5% of the GDP 

 Higher tax benefit on R&D 

investments in drugs and 

pharma sector 

 Lower tax on GST on life 

saving drugs 

 

 

 

Parvathavardhini N 

(Associate Director - Ratings) 

  

Expectations 

 

 Release of funds towards 

receivables of MSMEs 

 Extension of liquidity 

infusion for Discoms 

 Disinvestments 
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Power 

Thermal Power 

 Availability of adequate and easy financing options for projects under implementation 

as a part of the National Infrastructure Pipeline (NIP) is expected to be announced in 

the budget. 

 The government can also look at reviving stressed gas and coal-based plants. Close to 

60 GW of capacity is currently under stress due to factors such as the lack of PPAs and 

fuel tie-ups. While Renewable Energy (RE) is being pushed due to environmental 

concerns, it will not be able to meet peak demand requirements, and these stressed 

capacities (if achieved resolution) can play a major role in taking care of the same.  

 The availability of adequate transmission infrastructure is imperative. A push for the 

development of transmission infrastructure, especially the green energy corridor, is 

expected in the budget. 

 BWR expects the finance minister to announce additional steps to improve the standing 

of Discom companies as their financial situation continues to remain stressed and 

stringent measures are required to overcome operational inefficiencies in the segment. 

 

 

Renewable energy 

 Financial schemes like interest subvention on term loan and working capital, upfront 

central financial assistance on CAPEX are expected from the budget. 

 Increase in various export incentives, implementation of Basic Custom Duty (BCD) with 

exemption to solar manufacturers based in a Special Economic Zone (SEZ), 

implementation of PLI schemes are expected in the budget announcement. 

 Direct tax policy expectations include making InvIT regulations more investment-

friendly.  

 Indirect tax policies expectations include current composite supply deemed proportion 

(goods: services) of 70:30 in a solar power generating system to be changed to 90:10 

for GST calculation. 

 Amendment of formula prescribed for claiming refund under inverted duty structure 

 Continuation of exemption on BCD on the import of modules for some more time until 

local manufacturing scales up. 

 On the financing front, renewable power producers expect, enabling of priority lending 

at cheaper rates by including RE under priority sector lending, enabling the refinance of 

RE projects at competitive rates, thereby freeing-up risk capital for more greenfield 

projects, capitalizing IREDA to increase lending to renewable energy projects.  

 

 

Expectations 

 

 Push to financing and the 

timely implementation of 

projects under NIP 

 Measures to revive stressed 

gas and coal-based plants 

 Strengthening of 

transmission infrastructure 

 Additional measures for 

Discoms 

 

 

Expectations 

 

 Implementation of certain 

schemes to help equipment 

manufacturers 

 Inclusion of renewable 

energy under priority sector 

lending 

 

 

Vipula Sharma 

(Director - Ratings) 

 

Biswaranjan Das 

(Ratings Analyst) 

Vipula Sharma 

(Director - Ratings) 

 

Aakriti Sharma 

(Assistant Manager - Ratings) 
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Real Estate 

 A reduction in the GST rates on under-construction, non-affordable housing projects to 

3% from the current 5% will reduce the overall property cost (rising input costs 

notwithstanding) and will boost demand for the non-affordable housing segment.  

 Even a limited-period reduction in the GST rate is expected to support the sales velocity, 

as was seen in Maharashtra when the stamp duty cut was announced in August 2020. 

This reduction had pushed registration and the sale of new houses.   

 The affordability of housing projects has been a major constraint for demand in the 

sector. The interest subsidy for the affordable housing segment under PMAY is 

expected to be extended by at least a year from the current deadline of March 2021.  

 The recent increase in raw material prices needs to be looked at, failing which it would 

be a dampener for measures taken to boost the sector.  Various policy decisions with 

respect to the major inputs, such as cement and steel, plumbing and sanitary items, are 

expected to be considered to improve affordability.  

 An enhancement in the affordable housing project ceiling from the current Rs. 45 lakh 

to Rs. 60 lakh would widen the ambit of the affordable housing category.  

 Real estate, which has been among the most affected sectors currently, expects the 

easing of liquidity through new financing products or guidelines, which would facilitate 

the timely completion of projects. Financing schemes providing need-based credit 

availability will ensure the completion of stalled projects.  

 Personal income tax relief, either by tax rate reductions or an increase in deduction 

limits, would incentivise home buyers. 

 BWR expects the government to look into the long pending demand of granting 

infrastructure status to the real estate sector 

 

 

 

 

 

 

  

Expectations 

 

 Reduction in GST rates to 

reduce overall property cost 

and thus boost demand 

 Review of the recent rise in 

prices of raw materials 

 Enhancement in the 

affordable housing project 

ceiling to Rs 60 lakhs 

 Easy liquidity to boost timely 

completion of projects 

 

 

 

Chintan Lakhani 

(Director - Ratings) 

 

Noman Agashiwala 

(Associate Director - Ratings) 

 

Ajit Jagnade 

(Manager – Ratings)  
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Steel 

 Relief in customs duty on key raw materials: The domestic steel industry is seeking 

a reduction in the basic customs duty on key raw materials such as anthracite coal, 

metallurgical coke, coking coal and graphite electrode in the upcoming budget. Higher 

duties on these items have a negative impact on growth in the steel industry, and the 

said reduction will help the domestic steel industry to be cost-competitive.  

 Clamp down iron ore exports: Steel prices have started increasing since July 2020. 

The wholesale price of hot-rolled coil is 40% higher now than in July 2020. The main 

reason for the increase in prices are the prices of iron ore, a key input for manufacturing 

steel, which have soared globally. Demand for steel within India has also recovered, 

but the mining of ore in some states remained subdued. Hence, BWR expects the 

government to clamp down iron ore and pellet exports as this will help reduce iron ore 

shortage in the domestic market and the overall steel price as well. Budget is expected 

to provide some export levies on these, regulate steel prices, and allow the liberal import 

of steel and iron ore. 

 Means to improve demand from end user industry: To improve domestic demand 

for steel, end-user industries such as real estate, infrastructure and automobiles require 

development. As such, a reduction in GST rates for real estate, automobiles and steel 

is expected. There is a need to partially offset the GST cost for replacement of 15 years 

old used vehicles.  

 BWR expects higher allocations and speedy implementation of Infrastructure projects 

under national infrastructure pipeline (NIP) as well as housing sector. 

 Increasing rail rakes and lowering freights: Steel industry is fraught with 

transportation of very heavy weight raw material as well as finished products. Freight is 

therefore a very important component of the cost. BWR expects increased allocation 

for rail rakes, softer rail freights and increased and provisions for increasing delivery 

efficiency.  

 Improving logistics Infrastructure: There have been supply side disruption during 

Covid-19 pandemic. Considering industry requires permanent solutions to improve 

logistics infrastructures, BWR expects some budgetary allocation for the same. 

Sugar 

 The government can look at revising the export subsidy upwardly for SS 2020-21 as 

the central government’s export subsidy of Rs. 3500 Crs for the export of up to 6 million 

tonnes may prove to be inadequate in reducing sugar glut in the domestic market. 

 The central government to take a more industry-centric approach while deciding on FRP 

to help it attain sustainable financial health is expected. In fact, linking the sugarcane 

purchase price with sugar price realisation would be a welcome step.  

 The central government announcing an objective Minimum Selling Price (MSP) of sugar 

shall improve profitability of the industry and cane farmers. 

 Measures like licensing norms for the production, easing of storage and transportation 

of ethanol/molasses are expected. Additionally, the tariff structure on ethanol-blended 

petrol and molasses may be eased to help oil marketing companies and the sugar 

industry, respectively. 

Expectations 

 

 Relief in customs duty on 

key raw materials. 

 Clamp down iron ore 

exports and reforms in 

mining of RM-provide higher 

private sector participation. 

 Reduction in GST for core 

end users-real estate, 

automobiles (scrapping of 

used vehicle, based sale). 

 Higher budgetary allocation 

to Housing/Infrastructure & 

speedy NIP implementation. 

 Incentives for production of 

special steel - Aatma 

Nirbhar Bharat. 

 Increase in rail rakes 

availability and lower 

freights. 

 Budgetary allocation to 

improve logistics infra. 

 

 

B K Piparaiya 

(Sr Director - Ratings) 

 

Satish Jewani 

(Sr Ratings Analyst) 

 

Forum Parekh 

(Assistant Manager - Ratings) 

Expectations 

 

 Increase in export subsidy 

 Encouraging ethanol 

blending  

 Rationalisation of 

sugarcane pricing 
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(Principal Director - Ratings) 

 

Swarn Saurabh 

(Ratings Analyst) 

 

Chandra Sekhar 
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Telecom 

 The government should review some of the high rates of taxes and levies being 

imposed on the sector. Uniformity in the Right of Way charges across states and lower 

license fees have constituted some demands from telecom players for quite some time 

and are expected to be addressed in the upcoming Budget. The imposition of a 

spectrum usage charge should also be revisited. 

 The GST input on telecom towers is currently not permitted. Since, revenue of telecom 

companies fully comes under the ambit of GST, input tax credit on telecom towers 

should be allowed.  

 A reduction in the custom duty applicable on telecom equipment would ensure smooth 

transitioning to 5G. 

 

 

Textiles 

 Incentives under PLI: The Man-Made Fibre (MMF) and technical textiles segments are 

eligible for incentives under the PLI scheme with an allocation of Rs 10,683 Crs towards 

building new capacity, and attracting investments in the MMF sector. The aforesaid 

initiatives could lead to greater self-sufficiency on the synthetic fibre front and reduce 

dependence on MMF imports. 

 Proposed scrapping of ADD: To stay competitive in the global market,  the scrapping 

of Anti-Dumping Duty (ADD) on Viscose Staple Fibre (VSF) is vital. BWR opines that 

such a move, if implemented, could potentially lead to a 3%-5% increase in the gross 

contribution margin for VSF yarn manufacturers and finished product players. 

 Imposition of ADD: The domestic viscose spinning capacity is currently underutilised 

as a large quantity of finished product viscose yarn is imported from China, Vietnam 

and Indonesia, the ADD on viscose yarn is expected in the budget to protect domestic 

players. 

 FTA/partial trade agreement: In line with the government’s Make in India policy, the 

rules of origin in Free Trade Agreements (FTAs) shall be reviewed to ensure a level 

playing field for the domestic industry. 

 Allocation towards textile parks: BWR expects allocation of funds for establishment 

of seven Mega Integrated Textile Region and Apparel (MITRA) parks which are 

proposed to completion over the next 5 years (FY21-FY26). 

 Allocation towards ATUFS: The amended Technology Upgradation Fund Scheme 

(ATUFS), launched in 2016, was focused at technology upgradation in the sector, with 

import substitution and to promote investment in textile machinery manufacturing 

domestically. The government likely to bring a revised format of technology on cotton 

with a focus on the technology transfer, clean cotton branding of Indian cotton and 

cotton textile products. 

 

Expectations 

 

 Incentives under 

Production-Linked Incentive 

(PLI) scheme 

 Proposed scrapping of Anti-

Dumping Duty (ADD) on 

Viscose Staple Fibre (VSF) 

and simultaneous 

imposition of ADD on 

viscose yarn.  

 Free trade agreement 

/partial trade agreement  

 Allocation towards 

integrated textile parks 

 Allocation under ATUFS 

(Ammended Technology 

upgradation fund scheme) 

 

 

 

Tanu Sharma 

(Director - Ratings) 

 

Karan Ahluwalia 

(Ratings Analyst)  

Expectations 

 

 Reduction in levies and 

taxes, including license fee 

and spectrum usage 

charges 

 Release of GST input credit 

to the sector 

 Reduction in/ scrappage of 

custom duty on the import of 

5G network-related 

equipment in the initial 

period 
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Tourism & Hospitality 

 Infrastructure status: The sector expects hotels with above Rs.25 Crs investment, 

excluding land, to be classified as infrastructure projects, as against the present 

investment of over Rs.200 Crs. The same is expected to provide easy access to the 

long-term funding 

 Inclusion of the tourism industry: The inclusion of the tourism industry in the 

concurrent list to ensure common industry status across the country is expected to help 

alleviate the problems of the overlapping of the administration and regulation. 

 Tax benefits by way of a cut in GST rates (from 18% to 12%) on services offered by 

hotels, the waiver of GST for two years, GST restructuring for wellness and medical 

tourism businesses, liquor being brought under GST to avoid multiple state taxes and 

duties, the lowering of income tax rates for hotels to help increase cash flows and 

business losses being allowed to be carried forward for up to 12 years instead of 8 years 

to improve immediate cash flows.   

 Increasing domestic demand by IT deductions on domestic travel and moving Leave 

Travel Concession (LTC) benefits to the next year. 

 Relief measures to improve cash flows, viz., the auto-renewal of license fees for the 

next one year, deferment of all statutory dues at the state government level for 12 

months, fixed costs to be charged only on a pro rata basis for the period (pre- and post-

Covid pandemic) when the hotels were and are functional and operational  

 

 

  

Expectations 

 

 Structural reforms are 

expected in hospitality 

projects for the integration 

of regulation and approvals 

 Infrastructure status to 

hotels with above Rs.25 Crs 

investment, excluding land.  

 Tourism to be brought under 

the Concurrent List 

 Measures to boost domestic 

demand  

 Certain measures to 

improve cash flows, 

including, GST rate cuts, 

income tax rate cuts, 

carrying forward losses for 

12 years instead of 8 years, 

the deferment of statutory 

dues and a cut in utility rates 

 

 

Saakshi Kanwar 

(Manager - Ratings) 

 

Naveen S 

(Sr. Ratings Analyst) 

 

Swarn Saurabh 

(Ratings Analyst) 
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Treasury & Bond 
 

 Fiscal deficit is expected to be higher than budgeted, which may have pressure on bond 

yields in FY 21-22. 

 Bond markets saw outflows of Rs.13.7 Billion dollars in FY20, while its other Asian peers 

saw record inflows. On the other hand, the country’s equity markets continue to attract 

dollar inflows from foreign investors. The bond market rally seems to be over and the 

reversal of yields particularly in fixed income long maturity securities needs to be 

contained through a road map in the budget. 

 The Budget should provide fiscal consolidation road map for the medium term and 

means to avoid crowding out through Government borrowings in domestic market. 

Provisions for alternate avenues for government resources through disinvestment, 

external debt and holding company for public sector banks are expected. 

 The government, in the budget, may allow higher FPI limits for investments in GSec 

and SDL form the current levels of 6% and 2%, respectively. The same were not fully 

consumed in FY 20-21, however the investment potentials are higher in post Covid-19 

era. Similarly, 15% limit for investments by FPI as enhanced in the previous budget may 

fall short in the ensuing FY and the budget may look at enhancing it further. 

 The retail participation in debt market is low and framework for retail investments in 

GSec and the corporate bonds is largely derived by MF and ETF. BWR expects 

enlargement of the framework for higher retail investment in fixed income long duration 

GSec and high quality corporate bond in both primary and secondary trades besides 

the provision of GSec related ETF in the earlier budget.  

 Loss insurance covering a limited amount of investments in quality corporate bond 

including NBFC, providing incentives by way of concessions in short/long term capital 

gains and concessions on interest income from GSec and provisions for investor 

friendly retailing framework are expected.  

 The government may come up with tax concessions on interest income on government 

bonds for individuals to increase demand and avoid a rise in yields, and curtail its cost 

of borrowings and deficits. 

 BWR expects the budget to specify measures to deepen the bond market. 

 

 

 

 

Expectations 

 

 Allow higher FPI limits for 

investments in GSec and 

SDL. 

 Retailing framework in 

GSec to be improved. 

 Tax concessions on interest 

income on retail 

investments in government 

bonds by individuals.  

 Fiscal consolidation road 

map and limiting domestic 

borrowings and crowding 

out through government 

borrowings. 

 Alternate means of raising 

Government debt. 
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(Sr Director - Ratings) 
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