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EXECUTIVE SUMMARY 
 

Contrary to the expected populist budget, this year budget provides impetus to growth and is a 

good balancing act of driving growth agenda and keeping some popular measures for the 

masses. A strong emphasis has been given for uplift of Rural Sector, Healthcare, Education & 

Infrastructure to accelerate economic growth. The budget is credit positive for business 

environment especially for the MSME sector, one of the largest job generators in the country. 

 

Infrastructure development has been one of the focus areas and towards this direction the 

following were announced: 

 

1. A capital expenditure allocation of Rs 1.48 lakh crore for the Railways with the focus on 

modernisation and these include redevelopment of 600 major railway stations, Railways 

Stations with more than 25,000 footfalls would have escalators, CCTVs, Wi-Fi facilities, 

etc. The policy also includes doubling 18,000 km of railway-lines and 5000 kms gauge 

conversion to eliminate capacity constraints.  

2. The capacity of all 124 airports that function under the Airports Authority of India will be 

expanded and the regional air connectivity scheme shall be expanded to connect 56 

unserved airports and 31 unserved helipads. 

3. The proposed investment of Rs. 5.35 Lakh crores in Bharat Mala project, monetising 

road assets through toll operate transfer (TOT) and InvITS will provide a much-required 

boost to the connectivity in the country. 

4. The government will also create infrastructure for seaplanes to boost connectivity. 

 

The world's largest government's funded healthcare program - National Healthcare Protection 

Scheme (NHPS) announced by the Finance Minister, with approximately 500 million 

beneficiaries, an insurance scheme of up to Rs 5 lakh per family per year for secondary and 

tertiary care hospitalization is a welcome move not just to maintain a healthy India but this 

would also create several lakhs of new jobs in the country as new healthcare facilities will come 

up in smaller districts and villages. 

 

The companies with a turnover upto Rs.250 crores would enjoy the concessional rate of income 

tax at 25%. This move will benefit 99% of the MSMEs that file tax returns and the surplus could 

help them to use it for creating more jobs. In addition, allocation was made for credit support to 

MSMEs. The government will also announce measures to address the issues of non-

performing assets (NPAs) and stressed accounts of MSMEs. 

 

The decision to levy Long Term Capital Gain Tax (LTCG) on equity at the rate of 10% is an 

expected move by the Finance Ministry to bridge the fiscal deficit. The fact that gains made up 

to 31st January 2018 will be grandfathered has come as a great relief. However, the gap 
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between LTCG (10%) & STCG (15%) is narrowed and hence the incentive to hold for the long-

term is removed and as a result, one could expect more volatility in the market place. 

 

The slippage in the fiscal deficit target for FY18 to 3.5 per cent from 3.2 per cent is nominal 

considering various reforms that were introduced by the government. For FY19, the fiscal deficit 

target of 3.3% again should not be a significant deviation from the previous stated fiscal 

objectives. However, there could be risk arising from either higher-than-expected spending or 

lower-than-expected revenues. 

 

The initiative to mandate SEBI to direct large corporates to use bond markets to finance one-

fourth of their funding requirements is aimed at deepening the bond market and it would reduce 

the systemic risk of these corporates excessively depending on bank loans. The present 

threshold limit of AA rating category for investment by institutional investors has been relaxed 

to A rating category and this should help to wider participation from Insurance companies, 

Mutual Funds, Provident Funds & Pension Funds. 

 

 

 

                                                                                    
Vivek Kulkarni        D Ravishankar 

Founder and Managing Director      Founder Director 

 

 

  

 

“The budget is credit positive for business environment especially for 
the MSME sector, one of the largest job generators in the country” 
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BUDGET 2018-19: A REALITY CHECK 
by Dr. M. Govinda Rao, Chief Economic Adviser, Brickwork Ratings 
 
This is the last full year budget by the government before the elections and the first budget 

landmark GST reform was unveiled. Naturally there were considerable expectations and 

apprehensions. After the showing in Gujarat elections, it was expected that the budget will 

receive focus on alleviating the farm distress. There were issues of appeasing the middle class 

and more importantly reviving the investment climate in the country. The Economic Survey too 

had emphasised the need to increase the investment to accelerate growth. There were issues 

of enhancing the employment particularly in the formal sector to absorb at least 10 lakh youth 

entering the workforce every year. 

 

The budget presented by the Finance Minister has stated five focus areas. These are 

strengthening agriculture and rural economy, taking care of the senior citizens, providing good 

healthcare to the poor, infrastructure creation and working with the States to provide more 

resources for improving the quality of education.  

 

A close examination of the budget allocations, however, shows that these objectives are to be 

mainly achieved not through budgetary allocations but through extra-budgetary means. The 

only major intervention through budget allocation seems to be increase in “food storage and 

warehousing” which shows an increase of 19.4% in 2018-19 over the revised estimate of the 

previous year. The increase seems to be to ensure the minimum support price at 150% of the 

cost for the farmers. The amount of budgetary allocations for other interventions is not large.  

The increase in the institutional credit for farmers from Rs. 8.5 lakh crore to Rs. 10 lakh crore, 

creation of Affordable Housing Fund from shortfall in priority sector lending in National Housing 

Bank are some examples. The analysis shows that the capital expenditure of the government 

is budgeted to increase by 9.8% this year.  In fact, there was a compression of capital 

expenditure by 12% in 2017-18 in the revised estimate over the budgeted. At 1.6% of GDP, 

capital expenditure is the lowest since 2014-15 and much of the Rs. 1 lakh crore increased 

outlay for the infrastructure will have to be financed from extra-budgetary sources.  

 

The most important concern, however, is on account of fiscal slippages. In fact, for 2017-18, 

slippage in the fiscal deficit was mainly on account of higher revenue deficit which works out to 

2.6% as against the budget estimate of 1.9%.  Similarly, the primary deficit was higher in the 

revised estimate at 0.4% as against the budgeted 0.14%. This has happened not because of 

revenue shortfall or increase in capital expenditure.  In fact, despite shortfall in indirect taxes 

the tax revenue net of devolution to the States shows an increase of 3.4% over the budget 

estimates. Similarly, even as non-tax revenues realisation was less due to inability to generate 

spectrum fees and lower dividends from the public sector banks (including the RBI), total 

revenues available with the government was higher than the budget estimate by over 3%. Thus, 

the slippage was mainly on account of higher than budgeted spending in revenue expenditure, 

particularly the grants given to the States for central schemes which was higher by 25.8%. 
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The budget has reworked the entire adjustment path. The estimated fiscal deficit for 2018-19 

is 3.3%, and in addition, the government will issue bank recapitalisation bonds amounting to 

Rs. 80000 crore. In fact, proper accounting demands that this should be a part of the fiscal 

deficit as the proceeds from the sale of disinvestment are considered as non-debt capital 

receipts but when the bonds are purchased by the government, they are not counted for the 

deficit! The Finance Minister states that he accepts the key recommendations of the Fiscal 

Reform and Budget Management Committee to bring down the debt to GDP ratio to 40% and 

fiscal deficit target will be the key operational parameter, but does not adhere to the targets 3% 

target for the next year and 2.5% for the subsequent years set by the Committee!  In fact, the 

Medium Term Fiscal Plan states that the 3% target will be reached only on 2020-21.   

 

On the taxes front, the most important issue is the proposal to levy the Long term Capital Gains 

Tax above Rs. 1 lakh at the rate of 10% for the instruments bought after January 31, 2018. In 

fact, those who advocated the levy were clear that the tax policy should not affect the investors’ 

choice of financial instruments which meant that the treatment should be uniform for equity and 

debt based instruments and this would also require uniform application of the tax to all 

instruments the abolition of securities and commodities transaction taxes as well.  In fact, there 

is a case for the tax to be neutral between all forms of investments including immobile 

properties.  In that sense what has been attempted is a half-way house.  More importantly, 

when the reform required that the tax policy should not be loaded with many objectives, this 

budget goes on to use the instrument to promote post- harvest activities in agriculture, 

employment generation and incentivising micro, small and medium enterprises.  On indirect 

taxes, increase in custom duties to facilitate make in India may make the domestic producers 

is retrograde. We have been advocating moving away from protectionism in global fora, but 

want to protect the domestic producers through higher import duties. This may make some 

producers happy, but will not increase the competitiveness. 
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ON THE TRAJECTORY OF GROWTH AND 

TRANSFORMATION WITH PRUDENCE   
by Anita Shetty 
 

The government has projected 7.2-7.5% growth in real GDP for second half of 2018 and for the 

full fiscal at 6.75%. For 2018-19, the GDP is expected to grow in the range of 7-7.5%. With 

budget 2018-19 focusing more on rural economy like increase in the MSP for produce, higher 

budget allocation for rural infrastructure, increase in agricultural credit to Rs 11 trillion, the 

agriculture output is expected to increase in the coming years. Overall, budgetary allocation for 

the agriculture sector also went up by about 15%, from Rs 50,264 crore in 2017-18 (revised 

estimates or RE) to Rs 57,600 crore in 2018-19 (budget estimates or BE). In 2017-18, the 

growth in agricultural sector is expected to slow down to 2.8% as against the growth of 4.9% in 

2016-17. Industrial sector is expected to grow at 4.4% in 2017-18 supported by some revival in 

manufacturing sector. With IIP and core industries showing early signs of recovery in production 

so far, the industrial sector may return to its average growth trajectory in 2017-18. Services 

sector, the major contributor of GDP is expected to grow at 8.3% in 2017-18 and expected to 

lead the overall economic growth.  

 

 
Note: Fiscal Deficit as per the latest GDP estimates *Advance Estimates,  # Budget Estimates, Source: CSO and Budget Documents 
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Inflation and Interest Rates 

In absolute terms the nominal GDP is estimated to reach a level of Rs 1,67,84,679 crore 

compared to real GDP of Rs 1,30,06,574 crore during 2017-18. The implicit GDP deflator for 

these figures are in the band of 3.5-3.6%. However, expected increase in farm income amid 

fixing of minimum support prices (MSP) at 50% over costs may lead to an increase in inflation.  

CPI inflation and food inflation both have been rising since October 2017. According to data 

from the Central Statistics Office (CSO, MOSPI), retail inflation measured by the consumer 

price index (CPI) accelerated to 5.2% in December, the fastest pace in 17 months, from 4.9% 

in November. CPI food inflation rose to 4.96% in December from 4.35% the previous month. In 

addition to food inflation, there was a hardening of housing inflation following the 

implementation of higher house rent allowances for central government employees under the 

7th central pay commission award. The recent rise in international crude oil prices added to the 

woes. If the oil prices continue their upward movement particularly because the OPEC’s 

decision to maintain production cuts through next year coupled with any adverse supply shock 

due to geo-political developments the pressure on inflation would increase further. Food 

inflation may accelerate in June-July 2018, when government agencies procure farm produce 

for sale through the subsidized public distribution system. Thus, the objective of achieving the 

medium-term target for CPI inflation of 4% within a band of +/- 2% looks quite challenging for 

RBI, leaving less scope for monetary easing in 2018-19.  
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Fiscal Slippage 

The government has projected to achieve fiscal deficit target of 3.3% of GDP for 2018-19. For 

2017-18, the fiscal deficit is estimated to reach 3.5%, higher than the targeted 3.2%. 

 

The increase in deficit over and above the budgeted figures is mainly because of the spillover 

impact of the new indirect tax regime. Deferment of telecom spectrum also added to the shortfall 

in revenue. Apart from the above, there has also been a shortfall in Non-tax Revenues 

compared to BE 2017-18. Non-tax Revenues figure has been revised downwards to Rs 

235,974 crore from Rs 288,757 crore in BE 2017-18. A major reason for this is the lower 

realisation of dividend from the RBI in 2017-18 (as per budget). On the flip side, there has been 

an increase in revised estimates of direct taxes, to an extent of Rs 25,000 crore over BE.  

 

Financing of fiscal deficit 

In BE 2018-19, to finance the fiscal deficit target of Rs 624,276 crore the Government will resort 

to total net market borrowings (G-Secs + T-bills) of Rs 407,120 crore. The rest of the deficit is 

proposed to be financed through a combination of issue of securities against small savings 

collections (Rs 75,000 crore), State Provident Funds’ receipts (Rs 17,000 crore), accretions 

under Reserve Fund, Deposits & Advances (Rs 84,679 crore) etc. It is envisaged that the 

Government will draw down cash of Rs 43,066 crore at the end of FY 2018-19. 

 

For the current fiscal, the gross and net market borrowing by the Government of India (GoI) 

through dated securities, excluding buyback/switches were budgeted at Rs 5,80,000 crore and 

Rs 4,23,226 crore, respectively. In BE 2017-18, net market borrowings through dated securities 

were budgeted to finance 77.4% of Gross Fiscal Deficit (GFD). Other sources of the GFD 

financing such as Treasury Bills, small savings collections, state provident funds, net external 

assistance and cash drawdown were budgeted to finance the remaining 22.6%of the GFD.  

 

Fiscal Indicators as a Percentage of GDP 

  
2016-17 
(RE) 

2017-18 
(BE) 

2017-18 
(RE) 

2018-19 
(BE) 

2019-20 
(P) 

2020-21 
(P) 

Fiscal Deficit 3.5 3.2 3.5 3.3 3.1 3 

Revenue Deficit 2.1 1.9 2.6 2.2 1.8 1.6 

Total Outstanding Liabilities at the 
end of the year 

46.7 44.7 50.1 48.8 46.7 44.6 

Gross Tax Revenue as percentage of 
GDP 

11.3 11.3 11.6 12.1 12.4 12.7 

RE: Revised Estimates, BE: Budget Estimates, P : Projections Source: Budget Documents 

  

Divestment 

After exceeding its record divestment target in the current fiscal, the Budget has set a target of 

raising Rs 80,000 crore in 2018-19 by selling stake in state-owned entities. In 2017-18, the 

government surpassed the ambitious Rs 72,500 crore estimate and the divestment target for 

the financial year 2017-18 has been raised to Rs 1 lakh crore. Strategic divestment of 24 

Central Public Sector Enterprises has been planned for 2018-19.  



 

 

 

10 

BANKING, FINANCE AND INSURANCE 
by A P Kamath, Hemant Sagare and Ankita Mukherjee 

Public Sector Banks (PSBs) are going through stress is a known fact.  While efforts are being 

made at multiple levels to bring the banks out of this situation, one key element is capital 

infusion - both to maintain regulatory capital requirements and for growth.  The Government 

had announced the quantum of funds infusion as a part of its Recapitalization of Public Sector 

Banks, just a week prior to the Union Budget 2018. As per the Recapitalization announcement 

in October 2017, the Government will infuse capital to the tune of Rs.2.11 lakh crores spread 

over two years. Out of this, Rs 1.35 lakh crore will be through the recapitalisation bonds, while 

the remaining Rs 76,000 crore will be through budgetary support.   

As per the recent announcement, of the Rs.1.35 lakh crores, Rs. 88,140 crore will be injected 

by March 2018, while the rest will be pumped in over the next fiscal year. 

 

 The infusion will be beneficial to: A) non- Prompt Corrective Action (PCA) Public Sector 

Banks (PSBs) by way of higher capital base and provides scope for expansion and ability 

to tap equity capital markets; B) PCA PSBs as these banks will avoid breaching of the 

CRAR regulatory norm. 

 While most PSBs may not fare well in Q3 and Q4 of FY18 due to various reasons (fall in 

Treasury income and increasing provisions for loans headed towards bankruptcy being 

the main reasons), the confidence shown by the Government as the majority 

shareholder, will be positive for the banks.  

  

 

Note: Aforesaid chart is for selective PSBs; CRAR and Government shareholding position as of September 30, 

2017 
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In terms of budgetary announcements, the following will have an impact on Banking and 

Finance sectors: 

 Introduction of LT Capital Gains tax on equities and raising the exemption limit on bank 

deposit interest from Rs. 10,000 to Rs. 50,000 for Senior Citizens would make bank 

deposits attractive vis-a-vis other savings instruments, for ordinary investors. 

 The Government has strong belief that once the IBC process is through for major 

corporate defaulters, the banking industry will come on track, and visibility for this could 

be early as H1FY19. 

 Government's focus on agriculture, rural development, MSMEs, Textiles and Urban 

Infrastructure provides opportunities for growth in the credit portfolio of banks, which is 

currently growing at a slow pace. Use of Fintech in financing space will help growth of 

MSMEs.  

 MUDRA Yojana launched in April, 2015 has led to sanction of Rs.4.6 lakh crore in credit 

from 10.38 crore MUDRA loans.  The budget has recognised the growing importance of 

NBFCs in financing MSMEs. Refinancing policy and eligibility criteria set by MUDRA will 

be reviewed for better refinancing of NBFCs. 

 The need to move corporates towards the bond market for their funding needs is being 

discussed for many years, and now there is a concrete move.  The budget indicates that 

the Government is thinking of regulatory intervention to nudge the corporates to avail at 

least 1/4th of their funding requirements from the bond market.  Similarly, the minimum 

rating requirement for certain Institutional Investors to invest in corporate bonds is 

expected to be at A, instead of AA as at present.  This will be good for the bond market, 

and it is possible that banks will also hold such bonds in their non-SLR portfolio. 

 It is proposed to allow strong Regional Rural Banks to raise capital from the market to 

enable them to increase their credit to rural economy. 

 

Insurance Sector 

There was an important announcement regarding merger of three Government owned General 

Insurance Companies, viz., United, National and The Oriental.  Government has proposed to 

merge these 3 into one company, which will be a large company, the other large general insurer 

from the public sector being The New India Assurance Co Ltd.  Later, these companies are 

likely to tap capital markets.  As individually these 3 companies had challenges in terms of 

underwriting performance, profitability and ability to maintain solvency margins, this move is 

considered beneficial. 
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MANUFACTURING 
 

Manufacturing sector is a key contributor towards India’s economic growth. India is expected 

to become the fifth largest manufacturing country in the world by the end of 2020 and targets 

to increase the contribution of manufacturing from the current level of ~16% to 25% of GDP, by 

2022.  

 

The sectoral performance during FY18 has remained subdued. Demonetisation (which largely 

affected the logistics sector and consequent impact on manufacturing sector), implementation 

of GST, and risk aversion of the Public-Sector Banks to lend could be identified as key reasons 

for this.  

 

Two important indices - Index of Industrial Production (IIP) & Purchase Managers’ Index (PMI) 

indicate the state of manufacturing in India in FY18: 

 

 

 

 

 

 

 

  

          All Figures in Rs. Lakhs Crores 

 

 

While previously the budget announcements regarding, indirect taxation was affecting the 

manufacturing industries positively or otherwise, this function now having got shifted to the GST 

Council, the impact of budget should be viewed indirectly.  Budgetary allocations to certain 

sectors, or taxation proposals which will increase the purchasing power of consumers, etc., 

should be viewed to gauge the impact.  From this point of view, Government’s focus on 

Agriculture and Rural Development are considered positive for Tractor & Pumpset 

manufacturers, while support for infrastructure, affordable housing, and health care will have 

an impact on Cement, Steel, Pharmaceuticals, etc.  Detailed analysis of some of these sectors 

is given below. 
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Food Processing 

by Abdur Razzaque and Rajee R 

 

Food Processing Industry serves as a vital link between the agricultural and industrial segments 

of the economy and has a multiplier effect of creating employment, enhancing farm income and 

combating agri-wastages. The sector constitutes as much as 8.80 % of GVA (Gross Value 

Added) in Manufacturing and adds 8.39 % to the GVA of Agriculture sector. Greater thrust on 

the food processing sector can bring in large efficiencies in the agri value chains and is a critical 

step to achieving the vision of doubling farmer incomes.  Make in India 2.0 will accord renewed 

focus on ten champion sectors, which also includes food processing, to push growth in 

manufacturing and generate job opportunities. Supply Chain Infrastructural Gaps, seasonality 

of operations, low capacity utilization etc. remain the key challenges in the industry.  

 

   

                  
          

  

% Growth y-o-y:  
IIP of Manufactured Food Products  
v/s Overall IIP 

CAGR - IIP of Manufactured Food 
Products V/s Overall IIP for the period 
2012-13 to 2016-17 
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Budget 2018-19 proposals and impact 

 

Budget 2018-19 focuses on strengthening the agricultural and rural economy. Some of the key 

announcements which are viewed as positive measures for the industry are: 

 

 Increased focus on agriculture and food processing sector -  Food processing sector is 

growing at 8% and the expenditure allocation for food processing ministry being doubled 

to Rs 1400 Cr is a welcome step. Measures like increasing Minimum Support Price 

(MSP) to 1.5 times the production cost for Kharif crops, support to organic farming and 

encouragement to women self-help groups to take up organic farming, state of the art 

testing facilities in all the 42 Mega Food Parks and liberalisation of agricultural exports 

to benefit the pulses sector are expected to significantly boost the industry.   

 Volume of institutional credit for agriculture sector raised to Rs.11 lakh crore for                        

2018-19.   

 A Fisheries and Aquaculture Infrastructure Development Fund (FAIDF) for fisheries 

sector and an Animal Husbandry Infrastructure Development Fund (AHIDF) for financing 

infrastructure requirements of animal husbandry sector with a total corpus of Rs. 10,000 

crore for the two new funds.  

 Allocation of Rs 500 Cr to Operation Greens to address the challenge of price volatility 

of perishable commodities like tomato, onion and potato and promote   Farmers 

Producers Organisation (FPOs), agri-logistics, processing facilities and professional 

management.   

 Reduction in the customs duty on imports of raw cashew to 2.5%  

 Allocation of Rs. 2000 Crs for upgrading   Agrimarket connectivity  

 Cluster based development of agri-commodities and regions to create conducive 

environment for food processing industry 

 

Overall, the food processing industry has gains from the budget proposals.  
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Pharmaceuticals 

by Abdur Razzaque and Rajee R 

  

The Indian pharmaceutical industry currently stands at $35 billion - both Indian market and 

exports - accounting for about 3.1-3.6 per cent of the global pharmaceutical pie in value and 10 

per cent in volume terms.  India is the largest provider of generic drugs globally with the Indian 

generics accounting for 20% of global exports in terms of volume. The last three years have 

been challenging for the Indian pharmaceutical industry with price regulation, demonetisation 

and GST implementation. Budget expectations were focused on better incentives for exports, 

R&D expenditure related tax offset, procedural simplifications, reduction in import duties for 

advanced instrumentation and equipment required for drug discovery research, expected to aid 

in making India an innovation hub.  

 

 

                 
               

 

  

% Growth y-o-y:  
IIP of pharmaceuticals, medicinal chemical and 
botanical products v/s Overall IIP 

CAGR - IIP of Manufacture of 
pharmaceuticals, medicinal chemical and 
botanical products V/s Overall IIP for the 
period 2012-13 to 2016-17 
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Budget 2018-19 and Impact 

 

Though no direct announcements have been made on the above, increased healthcare 

spending and announcement of the largest healthcare programme through two flagship 

initiatives as part of Ayushman Bharat Program viz.,  Rs. 1200 Cr allocation for health and 

wellness centres across the country and National Health Protection scheme (Rs 5 lakh per 

family per year) to cover 10 Cr (~50 Cr individuals) underprivileged families is expected to 

benefit the pharmaceutical industry. Setting up of 24 new government medical colleges & 

hospitals (One medical college for every 3 parliamentary constituencies) is perceived to have 

a positive impact on the pharmaceutical industry in general and a step forward to help 

pharmaceutical companies spread their reach. However, the National Healthcare Programme 

would also mean increasing usage of generic products, which may be slightly negative for 

pharma companies selling branded products.   
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Steel  

by Harish Hegde and Rajee R 

 

Indian Steel sector is one of the eight core infrastructure supportive Industries and India is the 

third largest producer of finished steel globally. Rise in global steel prices and measures 

undertaken by the government to rein in cheap imports led to a 53% rise in steel exports in 

April-December 2017 to 7.6 million tonnes (mts), with consumption rising 5.2% during the 

period to 64.9 mts. Sale of finished steel rose 5.6% to 79.3 mts during April-Dec 2017.  On the 

back of increased exports and lower imports, rising prices have augured well for the country’s 

steel sector in recent times. Domestic protectionism measures like Anti-Dumping Duty (ADD) 

and Safeguard Duty on both Hot Rolled and Cold Rolled products have also aided the industry. 

However, Indian steel sector is also sitting on huge debts and  is the biggest defaulter in terms 

of both number of defaulting corporates and total underlying default admitted under the 

Insolvency and Bankruptcy Code (IBC). 

 

       
    Total Crude steel Production (Million Tonnes)               Trends in imports and exports of steel 

 

       
 Real consumption of steel (in million tonnes)                       Steel V/s overall core sector growth 

  

A key driver for steel demand is infrastructure and construction. The steel sector had hoped 

that Budget 2018 would provide an impetus to infrastructure development, which would in turn 

spur demand for steel. The sector had sought relaxations on import duty on crucial raw 

materials viz, Ferro nickel and stainless steel scrap, so that input costs are reduced.  
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Budget 2018-19 and implications   

 

The thrust on infrastructure (Rs 5.97 lakh Cr), step up in allocation for Smart Cities mission (Rs 

2.09 lakh crores), higher expenditure on Railways infrastructure (Rs 1.48 lakh crores), airports 

(Rs 1014.09 Cr), affordable housing (Rs 27500 Cr) and a string of measures to boost domestic 

manufacturing are slated to drive demand for steel.   However, the Indian steel industry is 

disappointed that the Union Budget 2018 has largely overlooked its demands. With no relief in 

duty structure on ferro-nickel and stainless steel scrap, higher input costs are expected to 

continue to make the domestic players uncompetitive globally.  

 

The sector also would benefit with resolution of the cases under IBC, so that the companies 

with a sustainable debt sitting in their balance sheets and a new owner/management capable 

of infusing funds at the helm, could now focus on increased production and sales. 

 

Overall, the impact on the Steel industry is viewed as positive.  
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Textiles 

by Sunilkumar Ijarad and Rajee R 

 

Textile & Apparels sector is one among the ten ‘Champion sectors’ identified by the 

Government of India, expected to drive double digit growth in manufacturing and generate 

significant employment opportunities. Textile industry is one of the largest employers in India 

and contributes about 14% to industrial production, 10% of manufacturing production, 4% to 

the GDP and gives direct employment to around 45 million work force and 20 million people 

indirectly. The textile sector contributes nearly 15 % of the Country’s exports. Exports in textiles 

and apparel sector are expected to increase to US$ 300 billion by 2024-25 and create an 

additional 35 million jobs.  

 

 
 

The Government of India had launched a special package of Rs 6000 Crore for employment 

generation and promotion of exports in Textile and Apparel sector in June 2016. In December 

2017, the GOI has launched the scheme for Capacity Building in Textile Sector with an outlay 

of Rs. 1,300 crore for the period from 2017-2018 to 2019-2020. aimed at providing placement 

oriented skilling programme to create jobs in the organised textile sector and to promote skilling 

and skill up-gradation in the traditional sectors. 

 

GST and demonetisation have affected the labour-intensive and cash-dependent industry. 

Additional allocation for technology upgradation, adequate funds for Rebate of State levies 

(ROSL) and extension to all products instead of just garments and made-ups and interest 

subvention were the major expectations of the industry.  As the sector is dominated by small 

and medium enterprises, enhanced funding towards textile parks and facilitation of 

infrastructural support would go a long way towards helping the SMEs of the sector gain 

efficiency and move up the value chain. 

 

Budget 2018-19 and potential impact 

 

While the textile industry has reacted positively to the announcement of allocation of Rs 7,148 

crore for Textile Sector of which Rs 2,300 crore has been allotted to Amended Technology 

Upgradation Fund Scheme and Rs 2,164 Crore for Remission of State Levies, concerns over 

pending funds under various schemes and erosion of pre-GST incentives still hurt the industry. 
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Textile infrastructure saw prominence in the scheme of things in the sector with allotment in the 

segment being Rs2222.81 crore that was Rs 291.37 crore above that of fiscal 2017-2018. The 

expectation from the industry that the Government would spell out reforms to compensate for 

duty drawback and sops under the ROSL scheme have not been met.  However, measures like 

EPF contribution by the government for new employees for the first 3 yrs and extension of fixed 

term employment are expected to increase employment and boost export growth in the sector. 

 

The overall impact is neutral.  
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MSME 

By Suma G and KV Raju  

 

Micro, Small and Medium Enterprises are an important segment of Manufacturing Industry, 

particularly since they are large providers of employment, and keep local eco-systems moving.  

This was also a segment which was more affected by Demonetisation and GST 

implementation.  One of the key announcements in the Budget 2019 was the reduction of 

corporate tax to 25% for companies with a turnover upto Rs. 250 Crores.  The other applicable 

announcements are: 

 Restructured National Bamboo Mission to be launched with an allocation of Rs 1290 

crore to promote bamboo sector in a holistic manner. 

 Target of lending 3 lakh crores under PM MUDRA Yojana 

 The government proposes to revamp the system of sanctioning of loans to SMEs. The 

information required for sanctioning the loan will be linked with GSTN and all required 

information can be fetched from GSTN Portal. It will help to grant the loans quickly and 

will help in reducing processing time. 

 100% tax deduction for the first five years to companies registered as farmer producer 

companies with a turnover of Rs. 100 crore and above.  
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SERVICES 

Education Sector 

by Kiran PN, Vipula Sharma 

 

Overview 

India lags in the World Economic Forum (WEF) inclusiveness index among even the South 

Asian countries. WEF have shown that India’s social sector indicators must perform well having 

29% of the population between 0-14 years which need a robust education sector to harness 

potential for human capital. 

 

This sector is influenced by the various government schemes to improve the quality of 

education through several schemes including the Sarva Shiksha Abhiyan (SSA) and Rashtriya 

Madhymik Shiksha Abhiyan (RMSA). This budget adopted policies towards further 

improvement in access to quality education by new initiatives to ensure “schooling for all” and 

provide the best quality education to the tribal children under Ekalavya Model Residential 

School. 

 

‘Revitalising Infrastructure and Systems in Education (RISE) by 2022’ initiative announced with 

a total investment of Rs.1 lakh crore in next 4 years provides for funding the research and 

related infrastructure in premier educational institutions, including health institutions. India has 

one of the largest networks of higher education institutions in the world with 833 universities 

and 42,047 colleges. For this, Higher Education Financing Agency (HEFA) Initiative has been 

taken in this regard by significantly increasing Budgetary allocation from Rs.250 crore in 2017-

18 to Rs.2,750 crore in 2018-19 towards HEFA. Prime Minister’s Research Fellows for the job 

market and to voluntarily commit few hours every week for teaching in higher educational 

institutions. 
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The Budgetary expenditure outlay on education is Rs. 81,869 crores in FY19 as against Rs. 

85,010 crores in FY18 revised estimates. The overall expenditure on the education including 

state expenditure is 2.7% of GDP, as per Economic Survey of the year 2017-18 which as 

moderately improved compared to previous year. 

 

 

 

 

Major Schemes announced in Union Budget 2018 

Ekalavya Model Residential School, to set up new Residential School to the tribal children in 

their own environment by 2022 and reserving with more than 50% for ST population and at 

least 20,000 tribal persons with special facilities for preserving local art and culture besides 

providing training in sports and skill development. 

 

Revitalising Infrastructure and Systems in Education (RISE): Investment in research and 

related infrastructure in premier educational institutions, including health institutions by 2022 

with a total outlay of Rs.1,00,000 crore in next four years.  

 

Prime Minister’s Research Fellows (PMRF): The scheme will identify 1,000 B.Tech students 

each year based on merit from premier institutions and facilitate them to do Ph.D in IITs and 

IISc, with a handsome fellowship.  
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Healthcare Sector 

by Sowmya  Yatham, Vipula Sharma 
 

Overview 

Ensuring healthy lives and promoting the well-being for all at all ages is a key objective of the 

Healthcare policy. Budget’s commitment to achieve the targets with some of them also aligned 

with the National Health Policy 2017, will help in strengthening health delivery systems and in 

achieving universal health coverage such as National Health Protection Scheme and 

Ayushman Bharat programme.  

 

 
 

 

National Health Protection Scheme that will cover over 10 crore poor and vulnerable families, 

or around 50 crore people, is the most ambitious programs to be launched by the Government. 

Coverage of up to Rs. 5 lakh per family a year will be provided for secondary- and tertiary-care 

hospitalisation. Under the existing Rashtriya Swasthya Bima Yojana (RSBY), poor families get 

an annual coverage of Rs. 30,000. Several State governments have implemented or 

supplemented health protection schemes that provide varying coverage. The proposed 

National Health Protection Scheme and committing Rs. 1,200 crores for health and wellness 

centres   is expected to improve accessibility to quality healthcare. Comprehensive health care, 

including for non-communicable diseases and maternal and child health services, and free 

essential drugs and diagnostic services are to be provided at this centres. 

 

The Budgetary expenditure outlay on healthcare is Rs. 53198 crores in 2018-19 as against Rs. 

54667 crores in 2017-18 revised estimates. The overall expenditure on the healthcare including 

state expenditure is 1.4% of GDP, as per Economic Survey of the year which is lesser than 

1.5% of GDP and reduced to 5.1% to the overall total expenditure in FY17.  

 

Experts have opined that the NHPS is a very ambitious programme which has been estimated 

to cost as much as Rs. 30,000 crs per annum. While some portion of this money is already 

being incurred under the current Swastya Bima scheme, the differential costs as well as the 
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additional infrastructure and capacity building required to administer this scheme need to be 

suitably addressed.   In all such welfare delivery schemes, implementation is the key. 

 

Union Budget 2018 has announced the following allocations in HealthCare 

National Health Protection Scheme: To cover over 10 crore poor and vulnerable families 

(approximately 50 crore beneficiaries) providing coverage upto 5 lakh rupees per family per 

year for secondary and tertiary care hospitalization.  

 

Ayushman Bharat programme:  1.5 lakh centres will be set up to provide health facilities closer 

to home to provide free essential drugs and diagnostic services. Rs 1,200 crore to be allocated 

for this programme. This was referred to as the world's largest government-funded healthcare 

programme, with approximately 50 crore beneficiaries. 

Allocated additional Rs.600 crore to provide nutritional support to all TB patients at the rate of 

Rs.500 per month for the duration of their treatment.  
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Tourism & Hospitality Sector 

by Shashank Joshi, Vipula Sharma 
 

Overview 

The Indian tourism and hospitality industry has emerged as one of the key drivers of growth 

among the services sector in India. Tourism in India has significant potential considering the 

rich cultural and historical heritage, variety in ecology, terrains and places of natural beauty 

spread across the country. Tourism is also a potentially large employment generator besides 

being a significant source of foreign exchange for the country.  As such, this sector has received 

attention in many previous budgets, with initiatives like introduction of e-Visa, Global Media 

Campaign, etc. 

 

Key Initiatives in Budget 2018-19 

The Government proposes to develop ten prominent tourist sites into Iconic Tourism 

destinations by following a holistic approach involving infrastructure and skill development, 

development of technology, attracting private investment, branding and marketing. In addition, 

tourist amenities at 100 Adarsh monuments of the Archaeological Survey of India will be 

upgraded to enhance visitor experience. The total allocation in the current budget for Tourism 

Infrastructure and Promotion and Publicity is Rs.1,919.27 Cr.  

 

 

Particulars 
BE  2017-2018 

Amt. Rs. Cr. 
BE 2018-2019 
Amt. Rs. Cr. 

Central Sector Schemes/Projects Total Total 

Tourism Infrastructure 1150.00 1330.03 

Promotion and Publicity 412.59 589.24 

Training and Skill Development 160.00 115.00 

Total 1722.59 2034.27 

 
 

 

Air Travel for Common Man 

In the last three years, the domestic air passenger traffic grew at 18% per annum and our airline 

companies placed orders for more than 900 aircrafts. Regional connectivity scheme of UDAN 

(Ude Desh ka Aam Nagrik) initiated by the Government last year shall connect 56 unserved 

airports and 31 unserved helipads across the country. Operations have already started at 16 

such airports. Airport Authority of India (AAI) has 124 airports. The Government proposes to 

expand the airport capacity more than five times to handle a billion trips a year under a new 

initiative - NABH Nirman. Balance sheet of AAI shall be leveraged to raise more resources for 

funding this expansion. 
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The Budget also provides for further strengthening of the Road and railways which would be 

positive for the tourism and hospitality sectors. 
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Information Technology -Business Process 

Management (IT-BPM) 

by Shashank Joshi, Vipula Sharma 
 

 

Overview 

India’s Information Technology – Business Process Management (IT-BPM) industry grew by 8.1 

per cent in 2016-17 to US$ 139.9 billion (excluding e-commerce and hardware) from US$129.4 

billion in 2015-16, as per NASSCOM data. Indian IT exports are projected to grow at 7-8 per 

cent in 2017-18, in addition to adding 130,000-150,000 new jobs during the same period. Digital 

payment in India is expected to grow from 32 per cent in 2013-14 to 62 percent in 2017-18 in 

terms of volume of transactions. E-commerce market is estimated at US$ 33 billion, with a 19.1 

per cent growth in 2016-17. India's business to business (B2B) e-commerce market is expected 

to reach US$ 700 billion by 2020 whereas the business to consumer (B2C) e-commerce market 

is expected to reach US$ 102 billion by 2020. 

 

To further promote this sector, many initiatives have been taken, which include the 

establishment of BPO Promotion and Common Services Centres to help create digital inclusion 

and equitable growth and provide employment to 1.45 lakh persons, mostly in the small towns; 

setting up a separate Northeast BPO promotion Scheme with 5000 seats and having 

employment potential of 15000 persons; preparing the draft Open Data Protection Policy law; 

besides long-term initiatives like Digital India, Make in India, Smart Cities, e-Governance, push 

for digital talent through Skill India, drive towards a cashless economy and efforts to kindle 

innovation through Start-up India. 

 

 

Key Initiatives in Budget 2018-19 

 

Big Digital Push 

Global economy is transforming into a digital economy thanks to development of cutting edge 

technologies in digital space – machine learning, artificial intelligence, internet of things, 3D 

printing and the like. Initiatives such as Digital India, Start Up India, Make in India would 

help India establish itself as a knowledge and digital society. NITI Aayog will initiate a national 

program to direct our efforts in artificial intelligence, including research and development of its 

applications. 

 

Focus on Skill Development in IT Sector 

The government is planning to invest in research, training and skilling in robotics, artificial 

intelligence, digital manufacturing, big data analysis, quantum communication and internet of 

things. Towards this end the government proposes to double the allocation on Digital India 



 

 

 

29 

programme to Rs.3073 crore in 2018-19. To harness the benefit of emerging new technologies, 

particularly the ‘Fifth Generation’ (5G) technologies and its adoption, the Department of 

Telecom will support establishment of an indigenous 5G Test Bed at IIT, Chennai. 

 

Taking IT from India to Bharat 

Task of connecting one lakh gram panchayat through high speed optical fiber network has been 

completed under phase I of the Bharatnet project. This has enabled broadband access to over 

20 crore rural Indians in about two lakh fifty thousand villages. The Government also proposes 

to setup five lakh WIFI hotspots which will provide broadband access to five crore rural citizens. 

The government proposes to provide Rs.10000 crore in 2018-19 for creation and augmentation 

of Telecom infrastructure. 

 

Exploiting Cutting Edge Block Chain Technology 

Distributed ledger system or the block chain technology allows organization of any chain of 

records or transactions without the need of intermediaries. The Government will explore use of 

block chain technology proactively for ushering in digital economy. 

 

Taking IT to Government Offices 

The Government is transforming method of disposal of its business by introduction of e-office 

and other e-governance initiatives in central Ministries and Departments. 

 

Particulars Budget Estimates 2017-
2018 
Amount (Rs. Crs) 

Budget Estimates 2018-
2019 
Amount (Rs. Crs) 

Electronic Governance 261.00 425.00 

Manpower Development 306.76 300.00 

National Knowledge Network 150.00 150.00 

Promotion of Electronics and IT HW 
Manufacturing 

745.00 864.22 

Promotion of IT/ITeS Industries 6.00 50.00 

Cyber Security Projects (NCCC & Others) 100.00 110.00 

R and D in IT/Electronics/CCBT 101.00 178.00 

Foreign Trade and Export Promotion 3.00 0.00 

Pradhan Mantri Gramin Digital Saksharta 
Abhiyan 

0.00 400.00 

Promotion of Digital payment 1672.76 3073.00 

Total 3345.52 5550.22 
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The Tax Impact 

The Government in Union Budget 2018 intends to end the practices of the multinational 

companies collectively called as base erosion and profit-shifting. The enabling rule proposed 

in the budget seeks to bring MNCs in ambit of taxation by establishing their business connection 

in India irrespective of their physical presence in the country. The proposal seeks to tax profits 

made by digital firms in India using the concept of significant economic presence. The rule is 

targeted at companies that provide digital services in India but are physically based overseas. 

It will help create a level playing field for Indian firms as also encourage foreign players to set 

up their shop in India. 
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INFRASTRUCTURE SECTOR 
by Aakriti Sharma and RK Sharma 
 

Overview 

Infrastructure sector, in the past three years, has witnessed significant investment from the 

government across all the sub-sectors such as roads, railways, ports & shipping, power, 

aviation and telecom. Against, the budgetary allocation of Rs. 3.96 Lakhs Crores for 2017-18, 

the actual expenditure towards the sector is likely to be Rs. 4.94 Lakhs Crores as per the 

Revised Estimates (RE). Further, acknowledging the sector’s importance as a growth driver, 

the allocation for 2018-19 is 21% higher than the RE for 2017-18 at Rs. 5.97 Lakhs Crores. The 

government has also taken various initiatives in the recent past such as National Infrastructure 

Investments Fund, Bharatmala & Sagarmala Programmes, Rashtriya Rail Sanraksha Kosh, 

UDAY and UDAN etc to give an overall push to the sector. 

 

Graph below compares the budgetary allocations in the sector with the actuals/revised 

estimates over the past three years. 

 

 
        All Figures in Rs. Lakhs Crores 

 

Budget 2018 

The Union Finance Minister, in his budget speech, has made a slew of announcements which 

will have a positive impact not just on infrastructure sector but on many related industries as 

well. The FM also highlighted that to increase the growth of GDP and connect the country with 

an integrated network of roads, airports, railways, ports and inland waterways, the country 

requires an investment of Rs. 50 Lakhs Crores. 

 

Highlights of the budget: 

 Budgetary allocations for road & railways are at an all-time high with a focus on 

developing disaster resilient infrastructure which received specific allocation of Rs. 60 
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Crores. This will also play a role in the revival of other core industries such as steel and 

cement. 

 Ministry of Finance will leverage IIFCL (India Infrastructure Finance Corporation Ltd) to 

finance major infrastructure projects including those in education and health 

infrastructure. 

 9000 Km of National Highways are likely to be completed during 2017-18. Projects worth 

Rs. 9.46 Lakhs Crores have been fast-tracked and pushed through using the online 

monitoring system - PRAGATI. Further, 35000 Km of roads will be developed in Phase-

I of the Bharatmala Pariyojana at a cost of Rs. 5.35 Lakhs Crores to provide seamless 

connectivity with the rural and backward areas. 

 Toll payments to gradually move from cash to electronic payment systems such as 

Fastags. The government is also contemplating to launch a ‘Pay as You Use’ toll system. 

 NHAI will raise equity from the market by transferring its operational assets to SPVs. 

Also, NHAI to consider innovative structures such as Toll Operate Transfer and 

Infrastructure Investment Funds to monetize its assets ensuring sufficient liquidity for 

implementation of upcoming/ongoing projects and better management of vast National 

Highways network of the country. 

 Railways received an allocation of Rs. 1.49 Lakhs Crores with a focus towards capacity 

expansion. This year’s budget reiterates the importance of passenger safety and 

proposes to increase the use of technologies such as ‘Fog Safe’ and ‘Train Protection 

and Warning System’. 600 stations will be redeveloped and special attention will be 

given to the technology, security & surveillance, internet connectivity and aesthetics of 

the railway coaches.  

 Mumbai transport system received an allocation of Rs. 11000 Crores with a view to 

augment connectivity and additional suburban network of 150 Km, over a cost of Rs. 

40000 Crores is also being planned. Rs. 17000 Crores are allocated towards 

development of 160 Km of suburban network in Bengaluru metropolis. 

 UDAN has been able to connect 56 unserved airports and 31 unserved helipads leading 

to 18% increase in the passenger traffic. A new initiative - ‘NABH Nirman’ to be launched 

to increase the airport capacity to enable them to handle a billion trips/year. 

 Phase I of Bharatnet has been concluded by connecting 1 lakh gram panchayats through 

high speed optical fibre network and enabling broadband access to 20 crore rural 

Indians. 

 Further, 5 lakh wi-fi hotspots are to be set up across rural areas with a total budgetary 

allocation of Rs. 10000 Crores towards development of telecom infrastructure. Also, the 

allocation towards Digital India programme has been doubled to Rs. 3073 Crores in 

2018-19. 

 The FM also announced support towards the development of a 5G Test Bed at IIT, 

Chennai to derive benefit of the new technologies. 
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Conclusion: 

The Budget has made it evident that infrastructure sector continues to be of priority for the 

Government and the benefits of various announcements made in the sector (as highlighted 

above) will be reaped directly or indirectly across sectors such as Cement, Steel, Automobile, 

Logistics, E-commerce, Electronic & Engineering Goods and Mobile Phones/Smart Phones 

Manufacturing etc. 
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Urban Infrastructure 

by Ravi Prakash & Vipula Sharma 
 

Overview 

The need for improved urban infrastructure has been well articulated for some time, given the 

changes in demographics of rural and urban areas.  Since May 2014, the Indian government 

has initiated several rejuvenation missions (Smart Cities, AMRUT, Swachh Bharat Mission etc.) 

to improve urban infrastructure for better quality of life for its citizens. The objectives of the 

missions are to provide better civic amenities (water supply, storm water drain, sewerage and 

drainage network, open space park, urban transport, Solid waste management, public toilets 

etc.), a clean and sustainable environment and application of ‘Smart’ Solutions to improve 

efficiencies and complaint redressals. 

 

Highlights of Budget 

During 2018-19 budget, the Ministry of Urban Development has got fund allocation of Rs. 41,765 

crs marginally increased from 40,618 Crs in Budget 2017-18.  

 

 
 

 

Against the Budget 2017-18 allocation of Rs. 40,618 crs the revised estimates for 2017-18 is 

at Rs. 40754 crs and the Budget 2018-19 has allocated Rs. 41,765 crs for the Urban 

Development Department and Rs. 15,000 crs for metro projects. The balance requirement of 

funds is likely to be raised through PPP arrangements. 
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Amount (Rs. Crs) 
2017-18 
(BE) 

2018-19 
(BE) 

Pradhan Mantri Awas Yojna (Urban) 6043 4514.92 

Swachh Bharat Mission (SBM - Urban) 2300 2500 

National Urban Health Mission 752 875 

Deendayal Antyodaya Yojana National Urban Livelihood Mission (DAY-
NULM)   

349 310.00 

AMRUT & Smart Cities Mission 9000 12169 

MRTS & Metro Projects 18000 15000 

Total 36444 35368.92 

Note: Allocation under major Government schemes for urban developments. 

 

The government is focused on implementing projects under the Smart Cities Mission and 

AMRUT Scheme. For the above the govt. has announced Rs. 12,169 Crs during the budget of 

2018-19. This would further help in completion of the ongoing projects. 

 

According infrastructure status to affordable housing has provided a major boost to the sector. 

This will attract further investments to the housing sector in the urban and peri urban areas. 

This will also provide a much-needed impetus to the slum redevelopment schemes in various 

Tier I and Tier II cities. 

 

In India, most regulators permit bonds with the ‘AA’ rating only as eligible for investment. The 

Finance Minister Shri Arun Jaitley has announced in relaxation in credit rating requirements 

from ‘AA’ to ‘A’ grade ratings.  The government and concerned regulators will take necessary 

action for this. This is expected to enable more cities to raise investment through municipal 

bonds.  Out of 482 cities which have been assigned a credit rating, 142 cities have got 

investment grade ratings.  

 

Mumbai’s transport system, the lifeline of the City, is being expanded and augmented to add 

90 kilometers of double line tracks at a cost of over Rs 11,000 crore. 150 kilometers of additional 

suburban network is being planned at a cost of over Rs 40,000 crore, including elevated 

corridors on some sections. A suburban network of approximately 160 kilometers at an 

estimated cost of Rs 17,000 crore is being planned to cater to the growth of the Bengaluru 

metropolis. 

 

Government has applied an incentive based model to ensure timely implementation of the 

proposed projects under various schemes in cities which has accelerated transparency as well 

as pace of investments towards projects. 
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Conclusion: 

The government has taken a positive step towards the development and improvement of urban 

infrastructure e.g Urban poor housing, Overall cleanliness of urban areas, access to affordable 

healthcare services, skill development & new employment generation, increase of HH income 

over and above baseline etc. Therefore, there is an overall positive impact on urban 

infrastructure creation and creation of a clean and sustainable environment for the citizens of 

urban India. 
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Real Estate Sector 

by Noman Agashiwala & Balakrishna Piparaiaya 
 

Overview 

Real Estate sector comprising of Residential, Commercial and Retail sectors, is an important 

part of India’s economy and a large employment provider.  This sector also influences other 

core industries like Cement and Steel.  However, it has suffered over the last 18 months, mainly 

because the impact of Demonetisation, introduction of RERA and GST.  There were also issues 

arising out of large builders not being able to deliver the houses/apartments as per schedule, 

an oversupply situation in specific regions, litigations, etc.  However, the industry appears to be 

getting out of this situation and looking for directions from the Budget. 

  

Highlights of Budget 

Finance Minister announced that an allocation of Rs 27,500 crore will be given to affordable 

housing plan in FY19 and extra budgetary resources (EBR) of Rs 37,000 crore permitted. 

Additionally, decided to set up dedicated affordable fund for housing for all by 2022 under the 

National Housing Bank. 

  

The above move will improve the demand for affordable housing segment; also, it would be a 

boost for HFC’s focusing on affordable housing segment. Moreover, budget focus on improving 

farmer earnings to double in next few years and increase in MSP and other initiatives may 

provide push for housing demand in rural areas. 

  

Government focus on infrastructure creation is another indirect benefit to real estate market. 

For e.g. 11000 cr for Mumbai suburban railway and 17000 cr for Bengaluru metro will give boost 

to real estate in respective cities. Also, minor respite is provided to real estate transactions in 

cities like Delhi and Mumbai CBD where circle rates sometimes are higher than actual 

transaction value and results in additional taxes for both buyer and seller. 

  

85.51 lakh new taxpayers filed income tax returns in FY17. The increase in tax payers is an 

indication of upcoming eligibility of housing loan seekers as institutions lending housing loans 

rely majorly on tax returns to assess repayment capacity. With decline in housing loan interest 

rates, introduction of RERA to safeguard the home buyer’s interests, big push to the 

infrastructure and Rural sector coupled with target for doubling farmer’s income in next 5 years 

and MSP of 150% of input cost, the Real estate sector is poised to look up because many 

indirect measures impacting to benefit it in future. 

  

A lot more was expected from budget for real estate sector including long pending request for 

granting infrastructure status for the sector which will reduce the overall funding cost and 

reducing current GST of 18% on the sector. Moreover, the budget was silent on including Stamp 

Duty and Registration charges under GST which will reduce the cost for buyers.  
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Conclusion 

The impact of budget will be neutral for real estate sector from direct measures and positive 

from many indirect measures. Affordable housing segment is expected to get boost. The sector 

looks for non-budgetary announcements like Single Window clearance for projects, etc.  
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