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Budget 2021-22: Nursing the Economy Back to 

Health through the Budget 

The most severe lockdown imposed following the spread of the Coronavirus-

19 pandemic had rendered the last budget completely irrelevant. The 

government has had to provide emergency relief to save lives and livelihoods 

and provide stimulus to revive the economy. The fiscal stimulus was not large, 

but due to sharp decline in revenues and additional outlays needed for 

protecting lives and livelihoods have expected to increase the deficit and debt. 

Although the economy is in recovery mode, there are also hopes of continued 

support to recovery through elevated public spending in the coming year. The 

economy was slowing down even before the pandemic struck. There were wide 

expectations that structural reforms would be initiated in the budget. 

The budget presented last year had become irrelevant even before the ink had 

dried. The revised estimate of revenue collection for 2020-21 shows decline in 

revenue was 23% from the budget estimates and tax revenue collections were 

lower by 17.8%. As the government had to keep the expenditures at elevated 

levels to save the lives and livelihoods of people and revive the economy 

thereafter, it had to spend 13.4% more than the budgeted amount. The increase 

in revenue expenditure is by 14.5% and capital expenditures is higher by 6.1%. 

The revised estimate shows a fiscal deficit of 9.5% compared with 3.8% 

budgeted and 4.6% actual deficit in the previous year. The fiscal deficit for 2021-

22 is budgeted at 6.8%. With the expectation of increased revenue collections 

by 15%, and the disinvestment target pegged at Rs. 1.75 lakh crore, the 

expenditure estimate is rightly kept at around 1% lower than in the current year. 

While the revenue expenditure is estimated to decline by 2.7%, capital 

expenditure growth is pegged higher at 26.2%.  

The greatest expectation from the budget was the reform stance the Finance 

Minister had promised to take. The most important reforms announced in the 

budget speech are the creation of an Asset Restructuring Company to purchase 

the bad assets of the banks to free them from bad debt and start lending. 

Hopefully, this ‘bad bank’ will be managed professionally to focus on resolving 

bad loans expeditiously. The government has also announced the privatisation 

of two PSBs and a host of other companies, and disinvestment in strategic 

sectors. Allowing higher FDI in insurance too is on similar lines. Similarly, the 

creation of Alternative Investment Funds is important to avoid an asset-liability 

mismatch in the banking sector. These are important announcements. 

However, the critical issue is effective implementation. Unfortunately, the most 

important reform introduced in 2016 was the implementation of the 
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bankruptcy code, and this has been effectively gamed by the lenders and 

promoters to make it substantially ineffective. It is not clear why a hard line is 

not taken on this to tighten the process.  

The budget seeks to remove exemptions on a number of items and increase 

rates on some others including some agricultural products such as raw cotton, 

raw silk and yarn. There is a broad-based infrastructure cess as well. With the 

continued protectionist trend, there will be demands for increasing tariffs on 

more items.  
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Budget at a Glance 

 2019-20 2020-21 2020-21 2021-22 2020-21 2021-22 

 Actuals BE RE BE BE/RE (%) Y-o-Y % 

1. Revenue Receipts  16,84,059   20,20,926   15,55,153   17,88,424  -23.0 15.0 

2. Tax Revenue (Net to Centre)  13,56,902   16,35,909   13,44,501   15,45,396  -17.8 14.9 

3. Non-Tax Revenue  3,27,157   3,85,017   2,10,652   2,43,028  -45.3 15.4 

4. Capital Receipts ¹  10,02,271   10,21,304   18,95,152   16,94,812  85.6 -10.6 

5. Recovery of Loans  18,316   14,967   14,497   13,000  -3.1 -10.3 

6. Other Receipts  50,304   2,10,000   32,000   1,75,000  -84.8 446.9 

7. Borrowings and Other Liabilities²  9,33,651   7,96,337   18,48,655   15,06,812  132.1 -18.5 

8. Total Receipts (1+4)  26,86,330   30,42,230   34,50,305   34,83,236  13.4 1.0 

9. Total Expenditure (10+13)  26,86,330   30,42,230   34,50,305   34,83,236  13.4 1.0 

10. On Revenue Account of which  23,50,604   26,30,145   30,11,142   29,29,000  14.5 -2.7 

11. Interest Payments  6,12,070   7,08,203   6,92,900   8,09,701  -2.2 16.9 

12. Grants in Aid for creation of   

capital assests 

 1,85,641   2,06,500   2,30,376   2,19,112  11.6 -4.9 

13. On Capital Account  3,35,726   4,12,085   4,39,163   5,54,236  6.6 26.2 

14. Revenue Deficit (10-1)  6,66,545   6,09,219   14,55,989   11,40,576    

As % of GDP -3.30 -2.70 -7.50 -5.10   

15. Effective Revenue Deficit (14-12)  4,80,904   4,02,719   12,25,613   9,21,464    

As % of GDP -2.40 -1.80 -6.30 -4.10   

16. Fiscal Deficit [9-(1+5+6)]  9,33,651   7,96,337   18,48,655   15,06,812    

As % of GDP -4.60 -3.50 -9.50 -6.80   

17. Primary Deficit (16-11)  3,21,581   88,134   11,55,755   6,97,111    

As % of GDP -1.60 -0.40 -5.90 -3.10   

Sources of Financing Fiscal Deficit 

1. Debt Receipts (Net)       

2. Market Borrowings (G-sec +T Bills)  6,24,089   5,35,870   12,73,788   9,67,708  137.7 -24.0 

3. Securities against Small Savings  2,40,000   2,40,000   4,80,574   3,91,927  100.2 -18.4 

4. State Provident Funds  11,635   18,000   18,000   20,000  0.0 11.1 

5. Other Receipts (Internal Debts and  44,273   50,848   39,129   54,280  -23.0 38.7 

6. External Debt  8,682   4,622   54,522   1,514  1079.6 -97.2 

7. Draw Down of Cash Balance  4,971   (-)53003   (-)17358   71,383    

8. Grand Total  9,33,651   7,96,337   18,48,655   15,06,812  132.1 -18.5 

Source: Budget Document 2021-22, BE: Budget Estimates, RE: Revised Estimates 
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The key highlights of the Union Budget 2021-22 

By Praveen P, Anita Shetty & Ria Matwani 

Finance Minister presented the first ever digital Union Budget on 1 February 2021. Major announcement of 

Union Budget 2021-22 are listed below: 

Fiscal Position 

 Revised Estimates (RE) for Expenditure is Rs. 34.50 lakh crore as against original Budget Estimates 

(BE) expenditure of Rs. 30.42 lakh crore. 

 Quality of expenditure has been maintained as Capital Expenditure estimated as per RE is Rs. 4.39 

lakh crore in FY21 as against Rs. 4.12 lakh crore in BE FY21. 

 Estimates of Rs. 34.83 lakh crore BE for expenditure in FY22 including Rs. 5.5 lakh crore as capital 

expenditure, an increase of 34.5% to give required push to economy. 

 The fiscal deficit in BE FY22 is estimated to be 6.8% of GDP. The fiscal deficit in RE FY21 is pegged at 

9.5% of GDP - funded through Government borrowings, multilateral borrowings, Small Saving Funds 

and short-term borrowings. 

 Gross borrowing from the market for FY22 to be around Rs 12 lakh crore. 

 Plan to continue on the path of fiscal consolidation, achieving a fiscal deficit level below 4.5% of 

GDP by 2025-2026 with a fairly steady decline over the period. 

 It will be achieved by increasing the buoyancy of tax revenue through improved compliance, and 

secondly, by increased receipts from monetisation of assets, including Public Sector Enterprises and 

land. 

 Deviation Statement under Sections 4(5) and 7(3) (b) of the FRBM Act tabled necessitated by this 

year’s unforeseen and unprecedented circumstances. 

 Amendment to FRBM Act proposed to achieve targeted Fiscal Deficit levels. 

Net borrowing of the States 

 Net borrowing for the states allowed at 4% of GSDP for FY22 as per recommendation of 15th FC 

Disinvestment and Strategic Sale 

 Rs.  1,75,000 crore estimated receipts from disinvestment in BE FY21 

 Disinvestment and Strategic Sale 

Health and Well Being 

 For health and well-being FY22 Outlay (Budget Estimate) is up by 138% at Rs 2,23,846 crore  

 Rs. 35,000 crore for COVID-19 vaccine in BE FY22 

 PM Aatmanirbhar Swastha Bharat yojana to be launched- Rs. 64,180 crore outlay over 6 years 

o Will be spent on primary, secondary and tertiary healthcare 



 

 

 

UNION BUDGET 2021-22 

6 
February 2021 

o In addition to the National Health Mission, 17,000 rural and 11,000 urban health and 

wellness centres to be set up 

o Integrated public health labs to be set up in each district, 3,382 block public health units in 

11 states 

o Rs. 1,41,678 crore over 5 years for Urban Swachh Bharat Mission 2.0 

Auto Sector- Scrapping Policy 

 Voluntary vehicle scrapping policy to phase out old and unfit vehicles 

 Fitness tests in automated fitness centres: 

o After 20 years in case of personal vehicles 

o After 15 years in case of commercial vehicles 

Infrastructure 

 National Infrastructure Pipeline has been expanded to 7,400 projects.  

 Projects worth Rs 1.1 lakh crore have been completed under the National Infra Pipeline.  

 Measures in three thrust areas to increase funding for NIP: 

o Creation of institutional structures: Rs. 20,000 crore to set up and capitalise a Development 

Financial Institution (DFI) 

o Big thrust on monetizing assets- National Monetization Pipeline to be launched 

o Enhancing the share of capital expenditure- sharp increase of 34.5% over Rs. 4.12 lakh crore 

allocated in BE 2020-21, Rs. 5.54 lakh crore capital expenditure in BE 2021-22. 

Attracting Foreign Investment for Infrastructure  

 Infrastructure Debt Funds made eligible to raise funds by issuing Zero Coupon Bonds 

 Relaxation of some conditions relating to prohibition on private funding, restriction on commercial 

activities, and direct investment 

Power 

 Power transmission assets of Rs 7,000 crore is to be transferred to Power Grid InvIT. The Centre will 

also provide Rs 2 lakh crore to states and autonomous bodies for Capex.  

Customs Duty on Steel  

 Reducing customs duty uniformly to 7.5% on semi, flat and long products of non-alloy, alloy and 

stainless steel  

 Exempting duty on steel scrap till March 2022  

 To provide relief to copper recyclers, reducing duty on copper scrap from 5% to 2.5% 

MSME  

 MSME allocation to be doubled. Government to set aside Rs 15,700 crore in FY22 
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Increasing FDI in Insurance Sector 

 To increase the permissible FDI limit from 49% to 74% and allow foreign ownership and control with 

safeguards. 

Stressed Asset Resolution 

 Asset Reconstruction Company Limited and Asset Management Company to be set up. 

Recapitalization of PSBs 

 Rs.  20,000 crore in FY22 to further consolidate the financial capacity of PSBs 

Deposit Insurance  

 Amendments to the DICGC Act, 1961, to help depositors get an easy and time-bound access to their 

deposits to the extent of the deposit insurance cover.  

 Minimum loan size eligible for debt recovery under the Securitisation and Reconstruction of 

Financial Assets and Enforcement of Security Interest (SARFAESI) Act, 2002 proposed to be reduced 

from Rs. 50 lakh to Rs. 20 lakh for NBFCs with minimum asset size of Rs.  100 crore 

Relief to Senior Citizens 

 Exemption from filing tax returns for senior citizens over 75 years of age and having only pension 

and interest income; tax to be deducted by paying bank. 
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Brickwork Ratings Sector Analysis – Union Budget Impact 

 

SECTOR IMPACT 
DETAILED ANALYSIS ON 

PAGE NO 

Agriculture Positive 9 

Automobiles Positive 11 

Banking Positive 13 

Cement Positive 15 

Education Neutral 17 

Gold Positive 19 

Infrastructure Positive 20 

MSMEs Neutral 25 

NBFCs Neutral 26 

Pharma & Healthcare Positive 28 

Power Positive 30 

Real Estate Neutral 33 

Startups Positive 34 

Steel Neutral 35 

Sugar Neutral 37 

Textiles Positive 38 

Tourism & Hospitality Neutral 40 

Treasury & Bond Neutral 41 
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Agriculture 

By Ashwini Mital & Peeush Middha 

BUDGET ANNOUNCEMENT 

 The Minimum Support Price (MSP) regime has undergone a change to ensure that a price at least 1.5 

times the cost of production across all commodities is arrived at. Almost 1.54 crore farmers have 

benefited from the MSP in paddy and wheat in FY21, vs. 1.24 crore year-on-year. 

 India's agriculture credit targets have been enhanced to Rs 16.5 lakh crore in FY22 with increased 

credit flows to animal husbandry, dairy and fisheries.  

 The allocation to the Rural Infrastructure Development Fund was enhanced from Rs. 30,000 crore to 

Rs. 40,000 crore, and the corpus of The Micro Irrigation Fund (created under NABARD) was doubled 

from Rs. 5000 crore to Rs. 10,000 crores. 

 Widening the scope of ‘Operation Green Scheme’ to include 22 perishable products under this scheme 

which was earlier applicable only to tomato, onions and potatoes. 

 The increase in the number of farmers registered under the e-NAM portal has enabled the 

government to integrate 1,000 more mandis under this platform. 

 The Agriculture Infrastructure Fund would be made available to APMCs for augmenting their 

infrastructure facilities. 

 Substantial investments in the development of modern fishing harbours and fish landing centres 

along the banks of rivers and waterways. Setting-up a Multipurpose Seaweed Park in Tamil Nadu has 

also been proposed to promote seaweed cultivation.  

BRICKWORK RATINGS VIEW 

 The agriculture credit target as announced by the government in the current budget remains in line 

with BWR expectations as it has been raised from Rs. 15 lakh crores in FY20-21 to Rs. 16.50 lakh crores 

for FY 21-22. The widening of credit reach to other agricultural activities such as those in the animal 

husbandry, fisheries and dairy sectors has also been proposed. However, the initiative towards 

improving financial literacy among farmers through various farmers association groups and enhancing 

the credit flow and access to financial services is yet to be addressed.   
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 BWR had highlighted the need for basic infrastructure to ensure economies of scale for farmers; this 

has been addressed by the government to some extent by increasing the allocation of an additional 

Rs. 10,000 crore to the Rural Infrastructure Development Fund. However, some other issues related to 

financing, developing basic management skills among organization leaders, facilitating storage and 

efficient supply chain networks, among other issues, have not been addressed.  

 Another major initiative taken by the government is to widen the scope of ‘Operation Green Scheme’ 

which will help to improve the supply chain and stability in prices of the perishable commodities. 

 Of the total farmers in India, only 1.68 crore have been registered on the electronic National 

Agriculture Market (e-NAM) portal, and thus, the government’s initiatives towards increasing and 

creating a unified national market for agricultural commodities by networking existing APMCs is 

welcome.  

 A major announcement was made towards increasing employment and income for the fishing industry 

and seaweed farming. Progress towards allocating funds, along with giving easy credit access, 

facilitating required infrastructure and e-market place is to be seen.  
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Automobiles 

By Tanu Sharma & Shivam Bhasin 

BUDGET ANNOUNCEMENT 

 A voluntary vehicle scrappage policy to reduce vehicular pollution and oil import bills was announced. 

For personal vehicles, automobiles will undergo fitness tests after 20 years, and for commercial 

vehicles after 15 years. Further details of the voluntary vehicle scrapping policy will be announced 

soon to phase out old vehicles. 

 The outlay of Rs 18,000 crore to support the acquisition, operations and maintenance of over 20,000 

buses via a public private partnership model would in turn create demand in commercial vehicle 

segments.  

 An increase in custom duty from 10% to 15% on a few vehicle parts (such as frames, brakes, pedals, 

wheel rims and spokes). 

 The Production-Linked Incentive (PLI) scheme with an outlay of Rs 1.97 lakh crore for 5 years will start 

from FY 2021-22. Of the total outlay of PLI, the automobile sector is expected to have a major share.  

BRICKWORK RATINGS VIEW 

 The voluntary vehicle scrappage policy is likely to boost demand for passenger and commercial 

vehicles and could indirectly benefit electric vehicles. 

 Contrary to the industry’s expectation, there is no rationalisation of the Goods and Service Tax (GST) 

on automobiles from the current rate of 28% to revive sales in all vehicle segments and no specific 

announcements on Electric Vehicles (EVs) to boost their demand. More measures were expected for 

promoting the adoption of electric vehicles, including incentivising EV ownership and promoting 

component localisation. 

 The robust push to infrastructure, including economic corridors and manufacturing units collectively, 

is likely to help boost demand for heavy- and medium-duty commercial vehicles. 

 The increase in custom duty from 10% to 15% on a few vehicle parts (such as frames, brakes, pedals, 

wheel rims and spokes) appears to be aimed at promoting domestic manufacturing in the auto sector. 

The reduction in customs duty on steel products to 7.5% will also help auto OEMs by way of reducing 

raw material costs.  



 

 

 

UNION BUDGET 2021-22 

12 
February 2021 

 The share of automobile and components in the PLI capital outlay is Rs 57,042 crore, and the nature 

of incentives is likely to be in the form of cashbacks ranging between 2%-12% depending on the 

entity’s incremental sales and investments. The industry expects a quick announcement of the details 

of the PLI scheme, followed by the faster disbursal of incentives and pending tax refunds. These 

incentives will have the potential to kickstart significant investments in the coming years, create jobs 

and help the industry achieve a globally competitive scale. 
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Banking 

By Anil Patwardhan & Hemant Sagare 

BUDGET ANNOUNCEMENT 

 The privatisation of two Public Sector Banks (PSBs) and one general insurance company is proposed 

for FY 2021-22.  

 The recapitalisation of PSBs to the tune of Rs.20,000 crore.  An amendment to the provisions of the 

Deposit Insurance and Credit Guarantee Corporation (DICGC) Act, 1961, is proposed to safeguard the 

interest of depositors. 

 The formation of Asset Reconstruction Company and  Asset Management Company is proposed to 

clean up  the balance sheet of banks 

 The formation of Development Financial Institutions (DFIs) with the proposed capitalisation of 

Rs.20,000 crore  

 Insurance - Foreign Direct Investment (FDI) limits in the insurance segment have been increased from 

49% to 74%, with the defined ownership, control and management of these companies  

BRICKWORK RATINGS VIEW 

 In continuation to the GOI’s plans of PSB consolidation, it has announced the privatisation of two PSBs 

and a general insurance company for FY 2021-22. The privatisation will further encourage competitive 

environment in the banking industry. It will also reduce the GOI’s burden of continued funding support 

to such PSBs.  

 PSBs’ recapitalisation to the tune of Rs.20,000 crore is expected to strengthen the capital levels of the 

banks required for boosting credit growth. The funding support is also likely to address any 

incremental deterioration in the banks’ asset quality.  

 The GOI proposes to streamline the provisions of the DICGC Act, 1961, enabling the depositors of 

banks under stress some ease of access to their deposits in a time-bound manner. This step will instil 

investor trust in the banking industry.  

 The formation of asset reconstruction company and asset management company proposed by the 

GOI to clean up the public sector bank’s balance sheets by taking over the existing stressed debt, will 

reduce/ reverse the provisioning cost and enhance their profitability and bring their focus back to 
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lending. We will await the details of formation of the ARC and transfer of assets to the ARC to assess 

its efficacy. 

 The formation of DFIs and their increase in lending exposure to the infrastructure sector over the 

period of next three years as proposed, will allow banks to reduce their exposure to the infrastructure 

sector and enhance credit to other industries.  

 The increase in the FDI limit in the insurance sector from 49% to 74% will attract higher foreign capital, 

aiding in increasing insurance penetration in India.  This is also expected to provide impetus to the 

insurance industry to scale up and build more digital and infrastructure capabilities.  
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Cement 

By Saloni Singh & Vidya Shankar 

BUDGET ANNOUNCEMENT 

 There is no direct announcement regarding the cement industry in the Budget. However, there is a 

long list of infrastructure development works with high allocations, some of which are listed below. 

These imply that as collateral development, the cement industry would benefit from efforts intended 

at Infrastructure growth. 

 ~Rs 86200 crore has been allocated for the Kochi Metro Railway Phase II, Bengaluru Metro Phase II, 

Nagpur and Nashik Metro. New technology is also being introduced for expanding Metro Rail links in 

tier-II and peripherals of tier-I cities. 

 In Budget 2022, allocations have been made for National Highway Works (NHW) with specific 

emphasis on the states of Tamil Nadu (3100 km of NHW at the cost of Rs 1.03 lakh crore), Kerala (1100 

km of NHW at the cost of Rs 65000 crore), West Bengal (675 Km of NHW at the cost of Rs 25000 

crore) and Assam (additional 1300 km NHW at the cost of Rs 34000 crore). 

 Over 13,000 km length of roads at a cost of Rs 3.3 lakh crore has been awarded under the 5.35 lakh 

crore Bharatmala Project, of which 3800 Km have been constructed. By March 2022, the government 

would be awarding another Rs 8500 crore and completing an additional 11000 km of National 

Highway Corridor. 

 The Finance Minister also announced new dedicated freight corridors, namely, Itarsi-Vijaywada, 

Kharagpur-Vijayawada and Bhusawal-Dankuni, and seven projects worth Rs 2000 crore will be offered 

at the major ports in FY21-22. 

 Providing a boost to the textiles sector, the FM also announced the setting-up of seven mega textile 

parks over 3 years with world class infrastructure  

BRICKWORK RATINGS VIEW 

 Steel and cement are two very essential and important constituents for infrastructure growth.  

 Increased focus of the government to provide affordable housing to migrant workers will culminate 

into further improved demand for the cement sector. 
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 The budget proposes a sharp increase in the capex by providing Rs 5.54 lakh crore, which is ~34.5% 

more than the previous budget estimate, and the same will spur demand for cement. 

 The accelerated development of the above-mentioned infrastructure projects will substantially result 

in demand in the cement industry picking up pace. 

 The revival in demand is also expected to result in capacity additions; with coal and limestone prices 

possibly remaining soft, the input cost of cement is also likely to remain modest, at the same time 

withstanding supply-side pressure.  
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Education 

By Saakshi Kanwar, Anupama Muttur & Chandra Sekhar 

BUDGET ANNOUNCEMENT 

 Union Budget 2021 proposes a budgetary allocation of Rs.93224 crore in FY2022, as against Rs.99312 

crore in FY2021 (Budgetary Estimates), and the Revised Estimates 2020-2021 of Rs 85089 crore.  

 The legislation for setting-up the Higher Education Commission (which was proposed in Budget 2019-

20) is to be introduced this year. The commission will serve as an umbrella body, which will have four 

separate vehicles for standard-setting, accreditation, regulation and funding. 

 Some of the major projects being taken up as part of the National Education Policy (NEP) are as 

follows: 

o More than 15,000 schools to be qualitatively strengthened to include all components of the 

NEP and act as a model for other schools 

o Development of standards for all school teachers in the form of National Professional 

Standards for Teachers (NPST) to enhance the capabilities of teachers 

o Setting-up of National Digital Educational Architecture (NDEAR) to support teaching and 

learning activities, educational planning, governance and administrative activities of the centre 

and states/ union territories 

o Training of school teachers through the National Initiative for School Heads and Teachers for 

Holistic Advancement (NISTHA) 

o Introduction of online modules covering the entire gamut of adult education 

 Revamped Post Matric Scholarship Scheme with enhanced central assistance for the scheme: Rs 

35,219 crore has been allotted for 6 years till 2025-2026 and is expected to benefit 4 crore SC students. 

 Rs. 50,000 crore is to be spent on the National Research Foundation over the next 5 years. 

 750 Eklavya schools are to be established in tribal areas. 

 Central University is to be established in Leh. 

 100 new Sainik Schools are to be set-up in partnership with NGOs/private schools/states. 

 A partnership with the UAE and Japan in the area of skill development and recognition 

 National Language Translation Mission to boost Internet access. 
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 Development and standardization of National Sign language and of national and state level 

curriculum for hearing impaired students 

 Realigning of the National Apprenticeship Training scheme for graduates and diploma holders in 

Engineering with a budget outlay of Rs 3000 crore. 

 Increased focus on technology-driven education with higher allocation for schemes such as PM 

eVidya, the setting-up of virtual classrooms and Massive Open Online Courses (MOOCs) etc  

BRICKWORK RATINGS VIEW 

 Although the Education sector expected higher allocation, the budgetary allocation has remained 

~3% of the GDP.  

 The budget has focused on addressing inequity and improving accessibility for SC, ST, disabled 

students and students from tribal and hilly areas through announcements regarding Eklavya schools 

in tribal areas, post-matric scholarships for scheduled sections and so on, the development of a 

standard Indian sign language, and national and state-level curriculum for children with hearing 

impairments.   

 As part of the NEP, 15000 schools are to be developed wherein the NEP will be implemented, these 

can act as models for other schools and can be expected to help in the smooth adoption of the new 

policy.  

 The establishment of National Digital Educational Architecture (NDEAR) is expected to further push 

the adoption of digital education and the quality of teaching and learning in the coming years.  

 Increased focus on upskilling teachers through the establishment of National Professional Standards 

for Teachers, National Initiative for School Heads and Teachers for Holistic Advancement and through 

mentoring by senior and retired teachers is expected to improve the quality of education being 

imparted. 

 The proposal for a legislation for the Higher Education Commission and additional outlay for the 

National Research Foundation are expected to aid the higher education system in the country. 

 In the area of skill development, the realignment of the National Apprenticeship Training scheme for 

providing post-education apprenticeship, training of graduate and diploma holders in Engineering, 

as well as partnerships with countries such as the UAE and Japan to enable knowledge transfer are 

expected to facilitate the creation of a qualified workforce.  
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Gold 

By Saakshi Kanwar 

BUDGET ANNOUNCEMENT 

 Union Budget 2021 proposes the rationalisation of the customs duty on gold and silver, and other 

precious metals as under: 

 

 

 

 

 

 

 

* Exclusive of Agriculture Infrastructure and Development Cess at the rate of 2.5%.  

 Apart from the above, the budget has proposed SEBI as the regulator for the proposed regulated gold 

exchanges in the country. In the budget of 2018-19, the government had announced its intent to 

establish such exchanges.  

 

BRICKWORK RATINGS VIEW 

 The effective custom duty rationalisation to July 2019 levels are expected to offset the high prices and 

increase not only domestic demand but also increase exports. Rationalising the BCD by getting it 

lower to 7.5% was a commendable step. 

 The bullion refining industry is also expected to benefit from the reduction in customs duty on dore 

bars- gold and silver. 

 In addition, the SEBI regulated domestic spot exchange for gold, is expected to make industry more 

robust and is beneficial for the industry as it would  contribute to the process of formalization of 

transactions in gold 

  

Precious 
Metals 

Gold & Silver* 12.50% 7.50% 

Gold Dore Bar* 11.85% 6.90% 

Silver Dore Bar* 11% 6.10% 

Platinum, Pallidum,etc 12.50% 10% 

Gold/Silver findings 20% 10% 

Waste & Scrap of Precious 
Metals 

12.50% 10% 

Spent catalyst or ash 
containing precious metals 

11.85% 9.20% 

Precious Metal Coins 12.50% 10% 
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Infrastructure 

Urban Infrastructure 

By Vipula Sharma & Sowmya Yatham 

BUDGET ANNOUNCEMENT 

 The launch of Jal Jeevan Mission (Urban) is aimed at universal water supply in all 4,378 Urban Local 

Bodies (ULBs) with 2.86 crore household tap connections, as well as liquid waste management in 500 

AMRUT cities. It will be implemented over 5 years, with an outlay of Rs. 2,87,000 crore.  

 The Urban Swachh Bharat Mission 2.0 will be implemented with a total financial allocation of Rs. 

1,41,678 crore over a period of 5 years from 2021-2022. The budget allocation for Swachh Bharat 

Mission (Urban) stands at Rs. 2300 crore, the same as the budget allocation for 2020-21.  

 In the July 2019 Budget, the Honourable Finance Minister provided an additional deduction of interest, 

amounting to Rs. 1.5 lakh, for loan taken to purchase an affordable house. The Honourable Finance 

Minister proposes to extend the eligibility of this deduction by one more year, to 31 March 2022. The 

additional deduction of Rs. 1.5 lakh shall therefore be available for loans taken up till 31 March 2022, 

for the purchase of an affordable house. The current government sees ‘Housing for All’ and affordable 

housing as priority areas. 

 It was proposed that affordable housing projects can avail a tax holiday for one more year till 31 March 

2022.  

 The government is committed to promoting supply of Affordable Rental Housing for migrant workers. 

For this, the Honourable Finance Minister proposes to allow tax exemption for notified Affordable 

Rental Housing projects.  

 The government will work towards raising the share of public transport in urban areas through the 

expansion of the metro rail network and augmentation of the city bus service. A scheme will be 

launched at a cost of Rs. 18,000 crore to support the augmentation of public bus transport services. 

The scheme will facilitate the deployment of innovative Public Private Partnership (PPP) models to 

enable private sector players to finance, acquire, operate and maintain over 20,000 buses. 

 A total of 702 km of the conventional metro is operational and another 1,016 km of metro and 

Regional Rapid Transport System (RRTS) is under construction in 27 cities. Two new technologies, i.e., 
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MetroLite and MetroNeo will be deployed to provide metro rail systems at a much lesser cost with 

the same experience, convenience and safety in Tier-2 cities and the peripheral areas of Tier-1 cities.  

 To overcome the burgeoning problem of air pollution, the Honourable Finance Minister proposes to 

provide Rs. 2,217 crore for 42 urban centres with a million-plus population in the current budget 2021-

22.  

BRICKWORK RATINGS VIEW 

 Swachh Bharat Mission 1.0 has been successful in India, with most cities and rural areas declaring 

themselves 100% open defecation free. Now, with the launch of Swachh Bharat Mission 2.0 (Mission 

Poshan 2.0) in the next five years, BWR expects that the scheme will help ameliorate the problems of 

cleanliness in India by managing solid waste and water waste.  

 BWR expects that the extension of one year on the additional deduction of affordable housing and 

also the extension of the tax holiday on affordable housing will enable the urban population to 

improve their accommodation from slums to more hygienic areas with access to better water and 

sanitation facilities. In addition, the launch of scheme Jal Jeevan Mission (Urban) will enable the people 

in India to have easy access to water.  

 Another important initiative is the allocation for the improvement of the urban transport system, which 

has been a key bottleneck, given the rapid expansion of urban areas to accommodate the burgeoning 

population.  

Railways 

By Vipula Sharma & Biswaranjan Das 

BUDGET ANNOUNCEMENT 

 Railways will monetise Dedicated Freight Corridor assets for operations and maintenance after 

commissioning. Other Railway Infrastructure assets will also be a part of the National Monetisation 

Pipeline of potential brownfield infrastructure assets to be launched. An Asset Monetisation 

dashboard will also be created for tracking progress and to provide visibility to investors. 

 Indian Railways has prepared National Rail Plan for India – 2030. The plan is to create a ‘future ready’ 

railway system by 2030. 
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 Western Dedicated Freight Corridor (DFC) and Eastern DFC are expected to be commissioned by June 

2022. The following additional initiatives are proposed: a. The Sonnagar – Gomoh Section (263.7 km) 

of Eastern DFC will be taken up in the PPP mode in 2021-22. The Gomoh-Dankuni section of 274.3 km 

will also be taken up in short succession. b. Railway will undertake future dedicated freight corridor 

projects, namely the East Coast corridor from Kharagpur to Vijayawada, East-West Corridor from 

Bhusaval to Kharagpur to Dankuni and North-South corridor from Itarsi to Vijayawada.  

 Broad gauge Route Kilometres (RKM) electrified are expected to reach 46,000 RKM, i.e, 72% by end-

2021 from 41,548 RKM on 1 October 2020. The 100% electrification of Broad-gauge routes will be 

completed by December 2023. 

 For passenger convenience and safety, the following measures are proposed: a. Railway will introduce 

the aesthetically designed Vista Dome LHB coach on tourist routes to provide passengers better travel 

experience. b. The safety measures undertaken in the past few years have borne results. To further 

strengthen this effort, the high-density network and highly utilised network routes of Indian Railways 

will be provided with an indigenously developed automatic train protection system that eliminates 

train collision due to human error.  

 A sum of Rs. 1,10,055 crore has been allocated for the Railways, of which Rs. 1,07,100 crore is for 

capital expenditure  

BRICKWORK RATINGS VIEW 

 The monetisation of dedicated freight corridor assets, making other railway assets as part of the asset 

monetisation programme is expected to bring private capital into the railways sector. It has also 

opened new avenues for the Indian railways to raise capital for its capex and O&M needs by unlocking 

value from old assets and focus more on building new assets. 

 The allocation of Rs.1,10,055 crore for railways is lower than expected. However, the proposed asset 

monetisation programme will raise more funds.  

 The announcement of the Western DFC and Eastern DFC is in line with the aim to increase rail share 

in freight from the current 25% to 40% announced in September 2020. 

 The 100% electrification target of broad-gauge lines by the end of 2023 and investment in safety 

infrastructure are going to increase the efficiency of railways and lower costs. 
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 Better travel experience on tourist routes is expected to increase railway passenger traffic, which has 

been reducing in the recent years, and bring in more revenues for railways, as well as boost the 

domestic tourism sector.  

Roads, Airports & Ports 

By Vipula Sharma & Nirav Shah 

BUDGET ANNOUNCEMENT 

 The budget, meeting industry expectations and focusing on infrastructure development in the 

economy, involved the announcement of a sharp increase in capital expenditure, of nearly ~34%, to 

Rs 5.54 lakh crore in FY22, as against Rs.4.39 lakh crore.  

 The FM has announced an outlay of Rs.1.18 lakh crore towards Roads and Highways for FY22, which 

is ~28% increase compared with the previous year. This increase in the allocation to the road sector 

is in line with the BWR pre-budget expectations of ~25% to ~30%. Of the total outlay of Rs.1.18 lakh 

crore, Rs.1.08 lakh crore is the highest ever amount that will be set aside for capital expenditure.  

 The increase in debt allowance to states to 4% is also expected to enable additional capital 

expenditure from states. The creation of a stressed asset company is expected to reduce stressed infra 

assets from bank portfolios and free-up sector caps for additional lending. 

 Highway projects have been announced in West Bengal, Tamil Nadu, Kerala and Assam, wherein Tamil 

Nadu will get Rs.1.03 lakh crore for building 3500 Km of roads, Kerala will get Rs 65000 crore for 1500 

Km of road West Bengal will get Rs 25000 crore for 675 Km roads, and Assam will get Rs 53000 crore 

for 1300 km. 

 The FM has announced that under the ambitious Bharatmala Programme, of the targeted investments 

of Rs.5.35 lakhs crore for the development of 34,800 Km, projects spanning 13000 Km and worth 

~Rs.3.3 lakh crore have already been awarded. Furthermore, the FM emphasised the construction of 

3800 km of roads under the Bharatmala Pariyojana and announced the government would award 

another 8500 kms and an additional 11000 km of national highway corridors. 

 The National Infrastructure Pipeline (NIP), which was launched with 6835 projects, has now been 

expanded to include 7400 projects.   

 Stressing on the need for infrastructure projects that have a long gestation period and hence, require 

long-term debt financing, the budget proposes to establish a Development Finance Institution (DFI) 
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with an initial capital of Rs.20,000 crore, which will aid in infrastructure financing. The FM also stated 

that the ultimate objective is to fund 5 lakh crore towards infrastructure projects in three years.  

 The budget also stressed the importance of monetising operational infrastructure assets as another 

important means of raising financing. For this purpose, the budget proposes to establish a National 

Monetisation Pipeline of potential brownfield infrastructure assets.  

 The NHAI and PGCIL have each sponsored one InvIT that will attract international and domestic 

institutional investors. For that purpose, five operational road assets worth ~Rs 5000 crore are being 

transferred to the NHAI InvIT, and transmission assets with value of ~Rs 7000 crore would be 

transferred to the PGCIL InvIT. 

 The FM also announced that Rs 2000 crore would be given to the major ports that will be shifting to 

the PPP model of managing the port.  

BRICKWORK RATINGS VIEW 

 Overall, the budget impact and announcements were positive and are expected to provide a 

significant boost to the infrastructure sector. The focus of the budget to increase capital expenditure 

both from the centre and states is expected to provide the much-needed jumpstart to the Covid-hit 

Indian economy. 

 The budget has tried to address the key obstacles of obtaining debt finance/debt tie-up, which is the 

one of the main reasons for the delay in project implementation, by introducing new institutional 

structures such as a Development Finance Institution (DFI). This is expected to provide ease of access 

to finance for infrastructure projects and will aid the developers who are finding it difficult to raise 

finance with long gestation and tenures from the banks. 

 Overall, the budget has made the right moves with increased government spending, allowing private 

sector participation and improving access to long-term finance.  
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MSMEs 

By Nagaraj K 

BUDGET ANNOUNCEMENT 

 Allocation for the MSME sector more than doubled to Rs. 15,700 crore compared with previous year’s 

budget 

 To ensure the faster resolution of cases, the NCLT framework to be strengthened, e-courts systems to 

be implemented, and alternate methods of debt resolution and special framework for MSMEs to be 

introduced 

 Revision of duty structure on some iron and steel products, copper products, textiles, leather, 

handicraft and gemstones, among others, to incentivise domestic manufacturing and exports 

 Agriculture Infrastructure and Development Cess (AIDC) imposed on some items, including some 

gems and jewellery items, certain alcoholic beverages, crude edible oils, coal, lignite and peat, 

specified fertilisers (Urea, MoP, DAP), ammonium nitrate, apples and cotton (not carded or combed) 

produced by MSMEs. However, the impact of the same is neutralised by the rationalisation of custom 

and excise duties as applicable, to keep demand for the products intact  

 

BRICKWORK RATINGS VIEW 

 According to the Economic Survey, there are 6 crore MSMEs employing 11 crore people, contributing 

30% to the GDP. Given their average size and idiosyncratic business conditions, including the fact that 

in most cases the business owner guarantees the debt with his personal assets, it was not practical to 

keep them in the same kind of debt resolution framework as bigger corporates. The alternate debt 

resolution framework announced in the budget will hopefully simplify and expedite the process while 

minimising the loss in the enterprise value to the firm and job losses. 

 The rationalisation of the duty structure of various items in line with the government’s Make in India 

and Atmanirbhar Bharat objectives will help import substitution and increase exports with a 

consequent increase in jobs from the sector.  
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NBFCs 

By Anil Patwardhan & Sree Harsha 

BUDGET ANNOUNCEMENT 

 The high level of provisioning by public sector banks, of their stressed assets, calls for measures to 

clean up bank books. An Asset Reconstruction Company Limited and Asset Management Company 

would be set-up to consolidate and take over the existing stressed debt and then manage and dispose 

of the assets to Alternate Investment Funds and other potential investors for eventual value realisation. 

To further consolidate the financial capacity of PSBs, further recapitalisation of Rs 20,000 crore is 

proposed in 2021-22. 

 The government plans to further strengthen the NCLT framework and continue with the e-court 

system for the faster resolution of bad debts. A separate framework for MSMEs will also be made by 

the government. 

 To improve credit discipline while continuing to protect the interest of small borrowers, for NBFCs 

with a minimum asset size of Rs 100 crore, the minimum loan size eligible for debt recovery under the 

Securitisation and Reconstruction of Financial Assets and Enforcement of Security Interest (SARFAESI) 

Act, 2002, is proposed to be reduced from the existing level of Rs 50 lakh to Rs 20 lakh. 

 To boost housing demand, the budget has proposed to extend the date of availing an additional Rs 

1.5 lakh tax deduction on home loan interest by one more year till 31 March 2022. Furthermore, to 

keep up supply of affordable houses, an announcement that affordable housing projects can avail a 

tax holiday for one more year till 31 March 2022 will help real estate developers, and in turn, NBFCs 

lending to the real estate sector. 

 Estimating the fiscal deficit for 2021-22 at 6.8% of the GDP, which is funded through government 

borrowings, multilateral borrowings, small saving funds and short-term borrowings, the gross 

borrowing from the market for the year would be around 12 lakh crore  

 

 

 



 

 

 

UNION BUDGET 2021-22 

27 
February 2021 

BRICKWORK RATINGS VIEW 

 The announcement of Rs 20,000 crore towards the recapitalisation of PSBs and to set-up a bad bank 

to clean up the balance sheet will help banks to focus on lending, and BWR expects that this will ease 

up the funding and liquidity issues faced by NBFCs. 

 The strengthening of the NCLT framework and proposed reduction of the minimum loan size to be 

eligible for debt recovery under the SARFAESI Act, 2002, will enable NBFCs to accelerate the resolution 

process and debt recovery for MSMEs wherein they have a sizable exposure. 

 Extending taxation benefits by one more year to both affordable housing buyers and developers is 

expected to benefit the housing finance companies and NBFCs lending to the real estate sector. 

 High borrowing by the GoI will lead to increased interest rates, and hence, the cost of borrowing of 

NBFCs will go up  
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Pharma & Healthcare 

By Parvathavardini N & Swarn Saurabh 

BUDGET ANNOUNCEMENT 

 The budgetary allocation for the healthcare sector increased by ~137% to Rs. 2,23,846 crore for FY22. 

 The PM Atma Nirbhar Swasth Bharat Yojana, a new centrally sponsored scheme, was announced with 

focus on capacity building, strengthening existing national institutions, creating new institutions and 

to cater to the detection and cure of new and emerging diseases. The outlay is Rs. 64,180 crore over 

6 years. The scheme is in addition to the existing National Health Mission. 

 The new scheme envisages, among other things, the setting-up of integrated public health labs in all 

districts and 3382 block public health units in 11 states, providing support for 17,788 rural and 11,024 

urban Health and Wellness Centres and establishing critical care hospital blocks in 602 districts and 

12 central institutions. 

 The Supplementary Nutrition Programme and Poshan Abhiyan are to be merged, and Mission Poshan 

2.0 is to be launched to strengthen nutritional content, delivery, outreach and outcome across 112 

aspirational districts. 

 Rs. 35,000 crore is earmarked for Covid-19 vaccines in FY22. 

 National Commission for Allied Healthcare Professionals Bill has been introduced in the parliament 

with a view to ensure the transparent and efficient regulation of the 56 allied healthcare professions. 

 National Nursing and Midwifery Commission Bill is to be introduced in the parliament to bring about 

transparency, efficiency and governance reforms in the nursing profession  

 

BRICKWORK RATINGS VIEW 

 Given the devastating impact of the Covid-19 pandemic on the life and livelihoods of people and 

overall global economy, the significantly increased outlay on healthcare with focus on capacity 

building in both preventive and curative segments is  a welcome move. 

 The expected outreach and impact of the PM Atma Nirbhar Swasth Bharat Yojana will strengthen 

healthcare services in both rural and urban areas. 
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 The allocation of Rs. 35,000 crore for Covid-19 vaccines is expected to cover the building of a seamless 

supply chain for the last mile accessibility of the vaccine and its availability to the most vulnerable 

section of the population. 

 The focus on health is expected to provide access to medical care for all in the country, fuel job 

creation and boost economic momentum. The holistic approach to healthcare by including nutrition, 

sanitation, clean drinking water and pollution control certainly augurs well for the industry.  

 Although the budget focused on capacity building in the healthcare sector, any new initiative of any 

public private partnership was missing. Also missing was any incentive towards capacity building in 

the private sector. There was no specific provision for strengthening health insurance coverage. 

However, there are various provisions of public private partnership and strengthening the private 

healthcare infrastructure under the existing schemes of National Health Mission and Ayushman Bharat 

Yojana.  
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Power 

Thermal 

By Vipula Sharma & Aakriti Sharma 

BUDGET ANNOUNCEMENT 

 Ease of funding for projects in the National Infrastructure Pipeline (NIP) by setting-up a Development 

Financial Institution (DFI), through the monetisation of assets and increased budgetary allocation 

 A DFI with a capital of Rs. 20000 crore proposed to be set-up to fund long-term infrastructure projects, 

which is aimed to have a portfolio of Rs. 5 lakh crores over the next three years 

 Creation of a National Monetization Pipeline, which will also have operational transmission assets of 

PGCIL for the purpose of generating funds; in addition, the operational projects of PGCIL worth Rs. 

7000 crore being transferred to an InvIT 

 Framework to give consumers alternatives to choose from more than one power distribution company 

to promote competition 

 A revamped, reforms-based result-linked power distribution sector scheme to be launched with an 

outlay of Rs. 3.06 lakh crore over the next five years to provide assistance to Discoms for infrastructure 

creation, including pre-paid smart metering and feeder separation and upgradation of systems, which 

will be linked to financial improvements 

 Setting-up of a specialised institution to consolidate and takeover existing stressed debt in the books 

of banks to manage and dispose of the assets to Alternate Investment Funds and other potential 

investors for eventual value realisation  

BRICKWORK RATINGS VIEW 

 The budget met many of the sector’s expectations from proposing a new scheme to improve the 

viability of distribution companies and the resolution of the stressed assets to easy access to financing 

for under implementation projects, all of which are expected to bring meaningful changes in the 

sector’s current situation.  

 Discoms have been bailed out multiple times by the government; however, they continued to remain 

in doldrums as structural changes could not be effected as per plans. The finance minister has now 

proposed to launch a scheme for infrastructure creation in Discoms, which will be linked to key result 
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areas and involve a sizeable amount of Rs. 3.06 lakh crore as outlay. Additionally, the FM also talks 

about unleashing competition in the sector by giving power to consumers to choose among multiple 

Discoms, which is also expected to bring in efficiency in the system. Improving the viability of Discoms 

by increasing their operational efficiencies is of critical importance as stress in the distribution 

companies trickles down to generation and transmission companies as well. While the government 

has failed in all its previous attempts to turnaround the distribution sector, how this new scheme fares 

out remains to be seen. 

 The push to prepaid metering is also a welcome move as it has the potential to deal with the working 

capital issues of Discoms and help them in regularising payments to generation and transmission 

companies. 

 The ease of financing for under implementation projects in NIP and otherwise, by setting-up a 

dedicated DFI is expected to solve the funding issues faced by the sector. Projects in the power sector 

have always been plagued with cash flow mismatches as their revenues are generated over a longer 

duration (20-25 years, in line with the terms of the PPAs), but the debt availed by them has a maximum 

repayment period of 10-12 years. The proposed DFI is expected to provide longer-duration debt to 

the infrastructure sector that can take care of these mismatches. Additionally, it will ease the access 

to funding for all the upcoming projects. 

 Nearly 60 GW of generation capacity in the thermal sector (coal and gas) is currently under stress, and 

these loans form a major part of the banks’ NPAs. The FM has proposed to set-up a specialised 

institution to take over existing stressed debt in the banks for resolution. This will also help stressed 

assets in the power sector to come out of stress, and these assets can play a major role in meeting 

the country’s peak power demand, which is expected to increase sharply over the next few years. 

 With an increasing amount of power capacities being added every year, strengthening transmission 

infrastructure is also imperative. The government’s move to monetise the operational assets of PGCIL 

by way of an InvIT and otherwise will provide it with access to necessary funding to increase the outlay 

on developing transmission infrastructure. In addition, it will increase the private sector’s participation 

in operating and managing these assets.  
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Renewables 

By Vipula Sharma & Biswaranjan Das 

BUDGET ANNOUNCEMENT 

 To give a further boost to the non-conventional energy sector, the central government proposes to 

provide additional capital infusion of Rs. 1,000 crore to Solar Energy Corporation of India (SECI) and 

Rs. 1,500 crore to Indian Renewable Energy Development Agency (IREDA).  

 To build domestic capacity in solar energy, the government will notify a phased manufacturing plan 

for solar cells and solar panels. To encourage domestic production, the government plans to raise the 

duty on solar inverters from 5% to 20% and on solar lanterns from 5% to 15%. 

 The government proposed to launch a Hydrogen Energy Mission in 2021-22 for generating hydrogen 

from green power sources.  

 The budget has announced a result-linked outlay of Rs 3.5 lakh crore for the ailing discoms, with 

announcements for the rapid expansion of smart metering and separation of agricultural feeders.  

BRICKWORK RATINGS VIEW 

 The proposed capital infusion in SECI and IREDA is positive for the renewable energy sector. 

Solar/renewable energy producers would benefit from the increased availability of the viability gap 

funding and debt funding support from SECI and IREDA, respectively. 

 The announcements for the improvement and efficiencies of the ailing discoms, which have been a 

key reason for the failing finances of the energy chain, will in turn improve payments to renewable 

energy generation companies.  

 The phased manufacturing plan proposed for solar cells and panels was expected by the industry after 

recent proposals to raise the duty on solar panels/cells effective from 01 April 2022. The proposed 

Hydrogen Energy Mission is expected to give further impetus to the renewable energy sector. It will 

also encourage R&D, investments in fuel cells technology, automotive and emission control 

technologies. 

 Solar inverter and lantern manufacturers, most of which belong to the MSME sector, are set to benefit 

from the raising of the import duty.   
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Real Estate 

By Chintan Lakhani & Ajit Jagnade 

BUDGET ANNOUNCEMENT 

 An additional one-year extension for developers till March 2022 to claim a 100% tax deduction for 

affordable housing projects and a similar extension of tax holiday for affordable rental housing 

projects 

 Extension of timeline for claiming an additional Rs. 1.5 lakh deduction on interest payment on 

affordable housing loans to 31 March 2022  

 Foreign Portfolio Investors (FPIs) will be enabled to debt finance REITs and InvITs after necessary 

amendments to the law  

 

BRICKWORK RATINGS VIEW 

 Affordable housing continues to be the government’s focal point for real estate.  

 Developers get a year until March 2022 to claim a 100% tax deduction for affordable housing projects. 

This extension will ensure the continued interest of developers for the construction of affordable 

housing projects and help achieve the government’s FY22 Housing for All objective. At a time when 

sentiments in the real estate sector are low, the announcements are expected to boost demand for 

this segment. 

 The budget continues from last year the additional deduction of up to Rs. 1.5 lakh on interest paid on 

loans for houses valued up to Rs 45 lakh. The total tax deduction stands at Rs 3.5 lakh. This will 

significantly benefit first-time homebuyers and will have a positive impact on the affordable-housing 

segment.  

 Market expectations of increased personal tax exemption limits, which would have had a multiplier 

effect on real estate, were untouched. This could result in a protracted recovery on the consumption 

front. Enabling FPIs to debt finance REITs (and INvITs) is expected to attract higher investments in the 

cash-strapped sector.  
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Startup’s 

By Swarn Saurabh 

BUDGET ANNOUNCEMENT 

 To incentivise start-ups in India, the eligibility for claiming a tax holiday for start-ups has been 

extended by one more year till 31 March 2022. 

 To incentivise the funding of start-ups, the capital gains exemption for investment in start-ups is 

extended by one more year till 31 March 2022. 

 One person companies (OPCs) are allowed to grow without any restrictions on paid-up capital and 

turnover, allowing their conversion into any other type of company at any time, reducing the residency 

limit for an Indian citizen to set-up an OPC from 182 days to 120 days and also allows Non-Resident 

Indians (NRIs) to incorporate OPCs in India  

 

BRICKWORK RATINGS VIEW 

 In continuation of the government policy of improving the ease of doing business in India, tax 

incentives for start-ups are expected to encourage fresh entrepreneurship and funding for start-ups 

in an environment of stagnant corporate investments and job growth. This is expected to create new 

jobs and boost the economy. 

 The benefits extended to the OPCs will encourage entrepreneurs to register their companies as OPCs 

instead of proprietary firms. This will improve the overall tax and regulatory compliance. The relaxation 

in residency limits and allowing NRIs to incorporate OPCs may also encourage foreign investment in 

the MSME sector. 
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Steel 

By B K Piparaiya, Satish Jewani & Forum Parekh 

BUDGET ANNOUNCEMENT 

 Union Budget 2021-22 proposes a uniform customs duty of 7.5% on ferrous and non-ferrous metals, 

including the semi-finished products of non-alloy steel, flat products of non-alloy and alloy steel, and 

long products of non-alloy, alloy and stainless steel. 

 The temporary revocation of the Anti-Dumping duty (ADD) and Countervailing Duty (CVD) for the 

period commencing from 02 February 2021 to 30 September 2021 on certain products  

 The exemption of duty on steel scrap for the period up to 31 March 2022 

 Huge highway projects undertaken in various states for the next 3 years 

 Various sector aiding announcements such as the vehicle scrapping policy to phase out old and unfit 

vehicles, gas pipeline project for J&K, allocation for Indian Railway as capital expenditure and rise in 

the allocation of rural infrastructure development in FY2021  

 

BRICKWORK RATINGS VIEW 

 The reduction in customs duty and hike in allocation to sub-infra segments are structurally positive 

measures for reducing steel prices and increasing overall demand in the steel sector. It is a crucial step 

in boosting production capacity from 130 million tonnes to 300 million tonnes per annum by FY25. 

That being said, the margins of large manufacturers may shrink. The rise in fuel prices will continue to 

put pressure on the cost of steel production on account of increasing freights. 

 The revocation of the ADD and CVD for imports from various countries (mainly China) could flush the 

market with Chinese products and in-turn dent the prospects of domestic steel players, thus 

compounding their long-standing financial woes. Such announcements could also be 

counterproductive to the government’s ‘Make in India’ movement. However, the exemption of duty 

on steel scrap is expected to benefit engineering exporters and help reduce steel prices substantially. 

 Increased focus on infrastructural development, including road, rails, urban, power, ports and 

shipping, is expected to have a positive impact on the sector. The setting-up of the Development 
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Financial Institution (DFI) will ease infrastructure financing, providing impetus to infrastructure growth. 

Additionally, various plans such as the Production-Linked Incentive Scheme, Vehicle Scrapping Policy, 

and coverage of one crore more families under Ujjwala Yojana, are expected to boost domestic 

demand for steel.  
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Sugar 

By Vidya Shankar, Swarn Saurabh & Chandra Sekhar 

BUDGET ANNOUNCEMENT 

 No specific announcements regarding the sugar sector in the Union Budget 2021-22.   

 

BRICKWORK RATINGS VIEW 

 The Prime Minister of India had mentioned that the Union Budget 2021-22 announcements were to 

be seen as a continuation of the previous announcements like Atmanibhar Bharat Packages 1-3 during 

Covid-19 pandemic. 

 In view of this statement, we have seen various steps taken by the central government for the sugar 

and ethanol industry in recent months. Notable amongst them are: expert subsidy of Rs. 3500 Crs. for 

export of up to 6 million tonnes for Sugar Season (SS) 2020-21 to reduce the glut in domestic market, 

trying to advance the ethanol blending target to 20% by 2025 with an installed capacity of 900 crore 

litres, revision in the ethanol manufacturing incentive scheme to divert the sugarcane and molasses 

for higher production of ethanol and soft loans for the maintenance and upgradation of machinery 

and clearing the dues of sugarcane farmers.  

 BWR believes that these steps will help improve the income and profitability for sugar companies, 

improve the income for the sugarcane farmers, reduce the glut in the sugar market and improve the 

price realization of sugar in the open market.  
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Textiles 

By Tanu Sharma & Karan Ahluwalia 

BUDGET ANNOUNCEMENT 

 Setting-up seven Mega Integrated Textile Region and Apparel (MITRA) parks over the next three years 

to enable the textile industry to become globally competitive, attract large investments and boost 

employment generation 

 Incentives under the Production-Linked Incentives (PLI) scheme to create world class infrastructure in 

India and boost exports  

 Emphasis laid on easy access to raw materials and the export of value-added products 

 Proposal to review more than 400 old exemptions in customs and bring a new customs duty structure 

by 01 October 2021 

 Emphasis on bringing nylon chains at par with polyester and other man-made fibres Uniform 

reduction of basic custom duty rates on caprolactam, nylon chips, nylon fibre and yarn from 7.5% to 

5%, which will help the textile industry, MSMEs and exports in the near term  

 An increase in the customs duty on cotton from 0% to 10% and on raw silk and silk yarn from 10% to 

15% o benefit farmers  

BRICKWORK RATINGS VIEW 

 Setting-up seven Mega Integrated Textile Region and Apparel (MITRA) parks is a positive step for 

boosting the scale of production and cost efficiencies in the textile sector. This will also help overcome 

infrastructure bottlenecks and promote the easy availability of raw materials, especially for small and 

medium enterprises.  

 Man-Made Fibre (MMF) and technical textiles segments have been allocated Rs 10,683 crore under 

the PLI scheme towards building new capacity and attracting greenfield and brownfield investments 

in the MMF sector. BWR opines that the aforesaid initiatives could lead to greater self-sufficiency on 

the synthetic fibre front and reduce dependence on MMF imports. 

 Contrary to the industry’s expectation, no relief by way of a reduction in or the removal of the anti-

dumping duty on viscose staple fibre to improve the cost competitiveness of the domestic VSF spun 

yarn industry has been given in the current budget.  
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 A reduction in the anti-dumping duty or custom duty  on nylon products, including caprolactam, nylon 

chips, nylon fibre and yarn, from 7.5% to 5% will lead to the easy availability of raw materials for 

domestic players in the downstream value chain and could increase the share of nylon in synthetic 

textiles.     

 To benefit farmers, curb natural fibre imports and promote domestic production, the customs duty 

on cotton has been increased from 0% to 10% and on raw silk and silk yarn from 10% to 15%.  
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Tourism & Hospitality 

By Saakshi Kanwar, Swarn Saurabh & Naveen S 

BUDGET ANNOUNCEMENT 

 An overall ~19% reduction in budgetary allocation for the tourism sector at Rs 2,027 crore in FY22, 

against Rs 2,500 crore in FY 21 (Budgeted estimates) 

 Aesthetically designed Vista Dome LHB train coaches to be introduced on tourist routes to provide 

passengers better travel experience  

BRICKWORK RATINGS VIEW 

 Although the tourism, travel and hospitality industry expected immediate and short-term measures 
for revival, there was nothing specific in the budget announcements.   

 However, the broader focus on infrastructure spend, increasing consumption, vaccination drive and 

proposed doubling of healthcare spending may boost the sector over the medium to long term, but 

only once these measures are implemented.  

  

https://hospitality.economictimes.indiatimes.com/tag/infrastructure+measures
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Treasury & Bond 

By B K Piparaiya & Sachin Sankar 

BUDGET ANNOUNCEMENT 

 The Budget FY -22 has signed on higher than the budgeted fiscal deficit, which is pegged at 9.5% of 

the GDP (RE for 20-21), with Rs 80,000 crore borrowing yet to come during the remainder of FY21, the 

estimated fiscal deficit for FY22 of 6.8% of the GDP and a gross borrowing from the market of Rs. 12 

lakh crore. The fiscal expansion is due to the government’s COVID-19 relief packages, and the same 

is expected to have a direct impact on the rise in bond yields. 

 At the same time, there are announcements as under in the budget that are positive and will not only 

support the debt/bond market in its development but also assuage the impact on bond yields and 

contain the fiscal deficits/borrowings of the government to the projected level: 

 Raising resources to contain deficit  

 The large-scale monetisation of government sector assets, land (SPV to undertake monetising land) 

and disinvestment of receipts Rs 1.75 lakh crore- strategic sale of BPCL, IDBI Bank, Air India, the 

privatisation of two PSU banks and one general insurance company in this year 

 Monetisation pipeline for brownfield projects for supporting the resources of the NHAI and PGCIL 

through InvIT  

 A permanent institutional framework that would purchase investment-grade debt securities both in 

stressed and normal times- a market maker that was in need to develop the market. 

 Setting-up a Development Financial Institution (DFI) to act as a provider, enabler and catalyst for 

infrastructure financing of Rs. 20,000 crore. This will give a fillip to the development of the bond market 

and assist infrastructure projects in low-cost fund raising. 

 An increase in FDI limits for the fast-growing insurance sector to 74% from 49% will boost the inflow 

of external funds and mellow down pressure on bond yields. 

 Setting up of an Asset Reconstruction Company and Asset Management Company to consolidate and 

take over the existing stressed debt of public sector banks and then manage and dispose of the assets 

to alternate investment funds and other potential investors for eventual value realisation (The 

announcement is for bad banks, as expected) and relaxation in the SARFAESI Act; both will give 

legroom to banks to have higher lending resources and liquidity, which in turn will avoid the crowding-
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out effect of the government borrowing (banks being major investors) and restrict the rise in bond 

yields. 

BRICKWORK RATINGS VIEW 

 The fiscal deficit for FY 2021-22 is expected to put upward pressure on bond yields. The creation of a 

permanent institutional framework that would purchase investment-grade debt securities is expected 

to improve liquidity in the corporate bond market and soften yields.  

 The government proposal to create an ARC and AMC to consolidate and take over the stressed debts 

from public sector banks is expected to improve the capital adequacy of the banks and thereby reduce 

the liability of the government to infuse capital to keep the adequacy ratio within regulatory limits, 

besides keeping steady demand for Gilts and contain yields. Bond yields may marginally rise by around 

5% in the medium term, as expected by BWR earlier  
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