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BUDGET ANALYSIS: 2020-21 

Union Budget Summary 

The Union Budget has tried to balance higher expenditure and still maintain a prudent Fiscal 
Deficit target of 3.5% for FY21. Gross fiscal deficit is being pegged at 3.8% for FY20, which is in 
line with our estimates. Nominal GDP growth estimates of 10% for FY21 looks realistic on the 
back of lower base of FY20. This implies higher inflation in FY21. The government has prudently 
budgeted for 12% growth in tax revenues and 13% growth in expenditure for FY21BE. However, 
we see risk to tax revenues and Fiscal Deficit figures of FY21BE from lower-than-expected GST 
collections and Non-tax revenues although the government may cut expenditure later in case 
of a shortfall in revenues. There is a steep jump in Disinvestment target of FY21BE pegged at 
Rs.2.1 trillion mainly on the back of proceeds coming from LIC IPO. Overall, the budget focused 
on three broad areas of agriculture, economic development and caring society.  

Removal of DDT will lead to greater cash flows in the hands of corporate India. However it will 
increase the tax liability of individual investor, if companies pass on the DDT benefit. The 
increase in turnover threshold for tax audit from Rs.1.cr to Rs.5 cr should provide relief to the 
MSMSE segment and help in improving the sentiment of smaller businesses. We are not sure 
whether the proposed alternative personal taxation regime (lower taxes without exemptions) 
will have any meaningful impact as individuals may like to continue with the current tax regime 
(higher tax rates with exemptions). This removal of exemptions under the new tax option has 
been perceived negative for Insurance companies as individuals were investing in insurance 
products from tax saving perspective. 

Finance Minister has re-iterated and focused on the infrastructure sector by providing Rs.220 
bn to infra finance companies, who in turn would leverage to create financing pipeline of more 
than Rs.1 trillion. To attract foreign investment in infrastructure and other notified sectors, 
sovereign wealth funds will get 100% exemption on interest, dividends and capital gains. There 
has been emphasis on the PPP model towards building aspirational India. The proposed 
amendments to the Companies Act for removing criminal action in case of tax disputes should 
help improve trust among Indian Inc. The increase in bank deposit insurance from Rs.1 lakh to 
Rs.5 lakh will help increase confidence among banking customers.   

The extension of additional Rs.1.5 lakh Interest deduction for new purchase of affordable 
housing could help improve sales volume of real estate. We were expecting some more 
measures to come for the housing sector but that did not materialise. The FPI limit in corporate 
bonds has been increased from current 9% of outstanding stock to 15% of outstanding stock 
which is a good step in deepening the bond markets.  

To protect and promote domestic manufacturing government has increased customs duty on 
various items. Prominent items where material custom duty increase has taken place are: 
household items & appliances, footwear, machinery parts, furniture goods, toys, stationary 
items and electrical vehicles.  

We note that India’s consolidated fiscal deficit which is close to 7% including fiscal deficit of 
states and 9% including borrowing of central PSUs poses challenges to the economy. This is 
keeping market interest rates stubbornly high despite RBI’s 135 bps rate cut in CY19 and 
limiting India’s investment rate.  

Rusmik Oza 

Rusmik.oza@kotak.com 

Contact: +91 22 6218 6441 



 

 

Kotak Securities – Private Client Group Please see the Disclosure/Disclaimer on the last page For Private Circulation  3 

Budget Analysis 2020-21 February 2020

Earnings & Valuation 

We expect earnings of Nifty-50 Index to grow by 11% in FY20 and 25% in FY21. We note that 
quality of incremental earnings for FY21 is quite ‘poor’ as 74% of it comes from banks, oil, gas 
& consumable fuels and metals & mining sectors. The strong earnings growth is on the back of 
low base of FY20 in case of banks and telecom companies. Also, cyclical sectors earnings are 
linked with the global recovery in FY21, which may disappoint, if the coronavirus worsens over 
the next few weeks and transforms into a global epidemic. If slow down persists in the economy 
in FY21 and corporate banks report lower numbers than estimated then earnings forecasts of 
25% for Nifty-50 could potentially decline to around 18%.  

Equity valuations have a linkage with the bond market (i.e. Equity PE linked with bond PE). In 
this backdrop understanding the outlook on bond yields is equally important for equity 
investors. The bond market is likely to see some short-term relief given that FY20RE gross 
borrowing has remained unchanged, along with manageable borrowing in FY21BE. Overall, we 
expect 10-yr G-Sec yield to be in the range of 6.35-6.75% for CY20. This implies a Bond PE range 
of 14.8-15.7x. Considering the 10 year average premium of Fw Equity PE over bond PE of 250 
bps the Nifty-50 Fw PE can trade in the 17-18x range. As of now the Nifty-50 is trading at 18x 
Fw PE which is fairly valued but leaves very little room for any re-rating given the potential cut 
in future earnings as we go forward.  

Market Outlook & Portfolio Strategy 

Market expectations from budget were high on some kind of sector-specific stimulus (housing, 
infrastructure) and capital market reforms (abolishment of LTCG on equities) which have not 
materialised and to that extent there could be near term disappointment. The fine print in 
budget has also increased the disappointment factor. Any further escalation of the coronavirus 
epidemic can be negative for Indian equities. At current levels of 11,662 the Nifty-50 is come 
near its 200 DMA level of ~11,650. Nifty can potentially go down to ~11,000 levels if there are 
further negatives related the capital markets or taxation that came out in the fine print. The risk-
reward ratio turns very favourable closer to 11,000 levels of Nifty-50 as our one year Nifty-50 
target works to 13,400 levels.  

Investors can look to accumulate stocks in declines and turn aggressive buyers closer to 11,000 
Nifty level. From a flow perspective budget is not very negative for FPIs but their action would 
be more top-down based on global developments and view on emerging markets. Interest in 
mid and small caps had revived before the budget but it may take a backseat for some time till 
clarity emerges on the broader Nifty-50 Index. In the course of CY20 we expect mean reversion 
to allow mid & small caps to catch up on their last two years underperformance vis-à-vis Nifty-
50 Index. In the mid and small cap space we recommend investors to look for companies with 
good earnings growth prospect and available at beaten down on reasonable valuations.  

Rural sector could revive with bumper Rabi output and higher food prices. Revival in rural 
consumption could provide the much needed green shoots in the coming months. 



 

 

Kotak Securities – Private Client Group Please see the Disclosure/Disclaimer on the last page For Private Circulation  4 

Budget Analysis 2020-21 February 2020

Key Budget Highlights 

Segment Budget Provision 

Net tax revenue to centre Net Tax Revenue growth of 14% in FY20RE and 9% in FY21BE  

Total Expenditure Total Expenditure to grow by 17% in FY20RE and 13% in FY21BE 

GST Target GST collection target of Rs 6.9 trn is building in 12.7% growth for FY20RE 

Fiscal Deficit Fiscal Deficit pegged at 3.5% for FY21E. Absolute amount works out to Rs.7.96 trn. 

Borrowings Gross borrowings have been pegged at Rs 7.9 trn, a rise of 13% over FY19RE 

Disinvestment The government has increased the disinvestment target to Rs 2.1 trn for FY21BE. 
Initial Public Offer of LIC of India to help meet the enhanced target 

Capital Expenditure Capital Expenditure to go up by 13% in FY20RE and 18% in FY21BE 

Banking "To sell government stake in IDBI Bank to private, retail and institutional investors 
through the stock exchange" 

Housing Additional deduction of up to Rs.1,50,000/- for interest paid on loans borrowed up to 
31st March, 2020 for purchase of an affordable house valued up to Rs 4.5 mn 
Pradhan Mantri Awas Yojana – Gramin (PMAY-G) aims to achieve the objective of 
“Housing for All” by 2022. This is being extended by one year. 

Personal Tax Option of reduced personal income tax rate for individuals provided exemptions are 
foregone. 

Dividend Distribution Tax Dividends will now be taxed in hands of the shareholders and investors 

Customs Duty Anti-dumping duty on PTA is being abolished to give fillip to the textile sector. 
Customs duty on Fans and Footwear increased. 

Excise Duty Excise duty on Cigarettes raised 

Source: Annual Budget 2020-21 

Nominal GDP Growth 

The budget has forecasted Nominal GDP to be 10% in FY21BE as compared to 7.8% for FY20RE. 
The 10% growth estimate for FY21 is close to our expectation of 9.5%. This year’s low base 
could help improve overall GDP numbers in FY21. In absolute terms the Nominal GDP at market 
prices is expected to be Rs.204 trillion in FY20 and Rs.224 trillion in FY21. 

Revenue Growth: 

Going by the Nominal GDP growth rates the overall revenue receipts look reasonable. Revenue 
receipts as a percentage of GDP works to 9.1% for FY20RE and 9% for FY21BE. Gross Tax 
revenue growth numbers in the revised estimate for FY20 has been brought down to 4% and 
projected to grow by 12% in FY21BE. Direct Tax revenues are expected to go up by 3% in FY20RE 
and by 13% in FY21BE. Indirect Tax revenue is expected to go up by 5% in FY20RE and by 11% 
in FY21BE.  

Within Direct Taxes, Corporate taxes are likely to fall by 8% in FY20RE and rise by 12% in 
FY21BE. The slow growth in corporate earnings and cut in corporate tax announced this fiscal 
is leading to the 8% de-growth in FY20RE. Personal Income tax collection is the only silver lining 
in the overall tax revenue. It is expected to rise by 18% in FY20RE and by 14% in FY21BE. It is 
important to note that the 14% growth in Personal Tax revenue assumed for FY21BE is after 
foregoing Rs.400 bn on account of the proposed new tax structure.  

For 9MFY20, Direct tax collections have grown (-) 5.7% while in the revised budget estimates of 
FY20 the government has built in 3% growth on yoy basis. There is a risk to the 13% growth 
estimates of Direct Tax collections built in FY21BE, if FY20RE numbers get scaled down.   
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In the last two years 6 mn new tax payers have got added in the GST net. The slowdown in 
economy and cut in GST rates for many products in the course of the year have led to Central 
GST growth coming down to 5.3% (from 14% estimated for FY20 in the Jul’19 budget). For FY21 
the budget estimates for GST collection is going up by 13% which is in line with Direct Tax 
growth rate.  

We see risk to GST revenues as the FY21BE implies 17% higher monthly run-rate than the 
monthly run rate based on collections for 9MFY20. FY20RE revenue figures may be optimistic 
given the growth rate for direct taxes in 9MFY20 and current run rate for GST revenues. For 
example Gross tax revenue collection has declined 3% yoy in 9MFY20 and for the full year (i.e. 
FY20RE) the government is budgeting a growth of 4%. 

The government has budgeted excise duty at Rs.2.7 trillion in FY21 numbers (growth of 8%) 
with changes in the cess rates for cigarettes and tobacco products. 

In Non-tax revenues, the FY21BE revenue coming from the telcom sector expected at Rs.1.33 
trn looks aggressive given the stress in the sector. The large figure in telecom revenues 
suggests that the government has assumed ~Rs.1 trillion of AGR-related payment by telecom 
companies and/or telecom spectrum auction proceeds in FY21BE. Similarly, the target of Rs.2.1 
trn projected to come from Disinvestment in FY21BE also looks very ambitious. The overall Non-
tax revenue is projected to go up by 47% in FY20RE thanks to the steep rise in RBI’s transfer to 
government from Rs.680 bn in FY19 to Rs. 1.47 trn in FY20RE. This figure is likely to go down 
to Rs.800 bn in FY21BE as there is less room for transferring additional funds from RBI. To a 
large extent the fall in RBI’s transfer to government and steep increase in telecom revenues 
nullify each other in FY21BE. The Non-tax revenue growth estimate for FY21 is 11%. 

Disinvestment 

In the budget, the Finance Minister announced a disinvestment receipt target of Rs2.1 trn for 
FY21. For FY20, the Finance Minister revised estimates for disinvestment receipt to Rs650 bn, 
from earlier estimate of Rs1.05 trn. In the budget speech, the Finance Minister also made a key 
announcement of selling a part of its holding in LIC by way of Initial Public Offer (IPO). Apart 
from that, the Finance Minister also proposed to sell the balance holding of Government of India 
in IDBI Bank to private, retail and institutional investors through the stock exchange. 

Central Government Finances (Summary) 

(Rs bn) FY18 FY19 FY20 FY21 % chg % chg 
Actual Actual RE BE FY20 FY21 

Gross Tax Revenue 19,190 20,805 21,634 24,230 4.0 12.0 

 Direct taxes 10,068 11,431 11,769 13,265 3.0 12.7 

 Indirect taxes 9,122 9,373 9,865 10,965 5.2 11.1 

 (Transfers to states, Uts) (6,765) (7,633) (6,588) (7,871) (13.7) 19.5 

Tax Revenue (Net to Centre) 12,425 13,172 15,046 16,359 14.2 8.7 

 Non-Tax Revenue 1,927 2,357 3,455 3,850 46.6 11.4 

 Recoveries of Loans 156 181 166 150 (8.0) (9.9) 

 Other Receipts (Incl. Divestments) 1,000 947 650 2,100 -31.4 223.1 

Total Receipts 15,509 16,657 19,317 22,459 16.0 16.3 

Total Expenditure 21,420 23,151 26,986 30,422 16.6 12.7 

Fiscal Deficit 5,911 6,494 7,668 7,963 18.1 3.8 

as % of GDP (3.5) (3.4) (3.8) (3.5) 

Nominal GDP 170,983 189,712 204,422 224,894 7.8 10.0 

GDP Growth Rate 11.1 11.0 7.8 10.0 

Source: Annual Budget 2020-21; Kotak Insitutional Equities 
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Break-up of Revenues 

(Rs bn) FY18 FY19 FY20 FY21 % chg % chg 
Actual Actual RE BE FY20 FY21 

Direct taxes 10,068 11,431 11,769 13,265 3.0 12.7 

 Corporation tax 5,712 6,636 6,105 6,810 (8.0) 11.5 

 Income tax 4,308 4,730 5,595 6,380 18.3 14.0 

 Other taxes 48 66 69 75 4.9 8.8 

Indirect taxes 9,122 9,373 9,865 10,965 5.2 11.1 

 Central GST 4,426 5,816 6,123 6,905 5.3 12.8 

 Customs duty 1,290 1,178 1,250 1,380 6.1 10.4 

 Excise duty 2,594 2,310 2,480 2,670 7.3 7.7 

 Service tax 812 69 12 10 

Source: Annual Budget 2020-21; Kotak Institutional Equities 

Direct Taxes Direct Taxes Breakup (Rs bn) 

Source: Annual Budget 2020-21 Source: Annual Budget 2020-21 

Indirect Taxes  Indirect Taxes breakup (Rs bn) 

Source: Annual Budget 2020-21 Source: Annual Budget 2020-21 
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GST Breakup (Rs bn) Disinvestment (Rs bn) 

Source: Annual Budget 2020-21 Source: Annual Budget 2020-21 

Expenditure Growth 

To counter the steep revenue shortfall in FY20 the Government has resorted to a cut in Revenue 
Expenditure. The Revenue Expenditure is expected to go up by 17% in FY20RE as compared to 
22% projected in the Budget presented in Jul’19. However, government has not compromised 
on the Capital Expenditure which is now likely to go up by 13% in FY20RE as compared to earlier 
budgeted 12%. For FY21, the capital expenditure is projected to increase by healthy 18% which 
is way higher than the Revenue Expenditure, which is expected to increase by 12%. 

In regards with other major expenditure headings there has been a material jump of 121% in 
Agriculture & Farmer’s welfare in FY20RE. For FY21BE also Agriculture & Farmer’s welfare 
budget has been projected to increase by 32%. The expenditure on Agriculture & Farmer’s 
welfare for FY21BE includes allocation to rural development scheme (NREGS) of Rs.615 bn, 
rural roads (PMGSY) of Rs.195 bn and rural housing (PMAY-G) of Rs.275 bn.  

Significant portion of increase in capital expenditure pertains to capital investment in 
government telecom companies. Adjusting for the Rs.204 bn infusion of money in two telecom 
companies (BSNL & MTNL) the growth in capital expenditure looks more muted at 12% (for 
FY21BE). The share of capital expenditure in total expenditure is at 13.5% for FY21BE, higher 
than 12.9% in FY20RE. In Capital Expenditure, both railways and defence will see a modest 3% 
rise in FY21BE. 

Major subsidies (i.e. Food, Fertilizer and Petroleum) form a significant component of revenue 
expenditure. These increased by 7.3% during April-November 2019, as compared to April-
November 2018. Urea subsidy increased by 52.7% and petroleum subsidy increased by 27.7% 
during April-November 2019, as compared to the corresponding period in 2018-19. 

Total subsidy allocation for major subsidies for the year FY21BE is estimated at Rs.2.277 trn. 
This includes subsidies on food (Rs 1.155 trn), fertilizers (Rs 713.09 bn) and fuel (Rs 409.15 
bn). The Finance Minister has estimated no growth in subsidy for FY21BE, with food and oil 
subsidy estimated to grow by 6% each yoy, and fertilizer subsidy estimated to decrease by 11% 
yoy. The expenditure on account of these items are estimated to reduce from the FY20BE of 
Rs.3.016 trn to Rs.2.272 trn in FY20RE, reflecting a reduction of Rs 744.39 bn (i.e. ~25%). As a 
percentage of GDP, subsidies are expected to come down to 1.1% in FY20RE and 1% in FY21BE, 
compared to 1.4% FY20BE. 

We note that the government is likely to further roll over food subsidy payments to the FCI in 
case it has to reduce on-budget expenditure due to lower revenues. The budget highlights that 
loans to FCI through NSSF were at Rs.1.1 trillion in FY20RE and Rs.1.37 trillion in FY21BE.   
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Break-up of Expenses 

 (Rs bn) FY18 FY19 FY20 FY21 % chg % chg 
Actual Actual RE BE FY20 FY21 

Total Expenditure 21,420 23,151 26,986 30,422 16.6 12.7 

 Revenue Expenditure 18,788 20,074 23,496 26,301 17.0 11.9 

 Interest Payments 5,290 5,826 6,251 7,082 7.3 13.3 

 Subsidies 1,912 1,968 2,273 2,278 15.5 0.2 

 Food Subsidy 1,003 1,013 1,087 1,156 7.3 6.3 

 Fertilizers Subsidy 664 706 800 713 13.3 (10.9) 

 Petroleum Subsidy 245 248 386 409 55.3 6.1 

 Pay, allowances & Pensions  4,464 4,957 5,447 5,877 9.9 7.9 

 Agriculture & farmers welfare 374 461 1,019 1,343 121.1 31.9 

 Education 800 781 927 972 18.8 4.8 

 Health & Family Welfare 483 506 608 639 20.2 5.2 

 Rural development 1,086 1,118 1,226 1,200 9.6 (2.1) 

 Others 4,381 4,457 5,746 6,909 28.9 20.2 

 Capital Expenditure 2,631 3,077 3,489 4,121 13.4 18.1 

 Defence 954 998 1,154 1,186 15.6 2.8 

 Railways 434 528 678 700 28.4 3.2 

 Roads and Highways 508 676 722 820 6.7 13.6 

 Housing and urban affairs 153 158 192 211 21.7 10.2 

 Others 582 717 743 1,204 3.7 62.0 

Source: Annual Budget 2020-21; Kotak Institutional Equities 

Capital Expenditure Breakup (Rs bn) Capital Expenditure (Rs bn) 

Source: Annual Budget 2020-21 Source: Annual Budget 2020-21 
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Fiscal Deficit 

The Fiscal Deficit figure of 3.8% for FY20RE is in line with our and street expectation. For 
FY21RE the government has reduced the Fiscal Deficit target to 3.5%. In absolute terms the 
Fiscal Deficit for FY20RE works to Rs.7.67 trn and that for FY21BE works to Rs.7.96 trn. Gross 
market borrowing for FY21BE has been pegged at Rs.7.81 trn, which is in line with bond market 
expectation. 

We model FY21central GFD/GDP at 3.7% on the back of 9.5% assumption for Nominal GDP 
growth rate. We see risks of further slippage in GFD/GDP in FY21, if direct taxes and GST 
revenues were to disappoint further in FY20 and government is not able to achieve its ambitious 
divestment and non-tax revenue targets (particularly from the telecom sector). 

Fiscal Deficit (Rs bn) 

Source: Annual Budget 2020-21 

Government schemes 

Pradhan Mantri Jan Arogya Yojana (Including RSBY): The government has allocated Rs.64 bn 
for FY21 v/s Rs.33 bn for FY20RE to Pradhan Mantri Jan Arogya Yojana (PMJAY). Currently, 
under PMJAY, there are 20,000 plus empanelled hospitals. The government wants to expand 
and add more hospitals in Tier-2 and Tier-3 cities for poorer people. The total allocation to health 
sector is Rs.690 bn out of that Rs.64 bn is for PMJAY. 

Pradhan Mantri Krishi Sinchai Yojana (PM KSY): The government has allocated Rs.111 bn for 
FY21 v/s Rs.79 bn for FY20RE to PM KSY. The government has highlighted that its focus is on 
cultivation of pulses, expansion of micro-irrigation through PM KSY which has raised the self-
reliance of India. 

Urban Rejuvenation Mission: AMRUT and Smart Cities Mission: The government has allocated 
Rs.138 bn for FY21 v/s Rs.98 bn for FY20RE to Urban Rejuvenation Mission. The government 
has proposed to develop five new smart cities in collaboration with states in PPP mode.  

Pradhan Mantri Gram Sadak Yojana (PM GSY): The government has made higher allocation of 
Rs.195 bn for FY21 v/s Rs.141 bn for FY20RE to PM GSY reflecting government’s focus on 
developing a wider network of rural roads to support movement of passengers from villages to 
district headquarters and also to bring farmers produce to the market on its vehicles. 

Green, White and Blue Revolution: The government has allocated Rs.157 bn for FY21 v/s Rs.122 
bn for FY20RE to Green, White and Blue Revolution. The government proposes to put in place a 
framework for development, management and conservation of marine fishery resources. 
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The finance minister has highlighted that the youth in coastal areas gets benefited through fish 
processing and marketing. Hence, keeping this in mind the government proposes to raise fish 
production to 20 mn tonnes by FY23. Growing of algae, sea-weed and cage Culture will also be 
promoted. 

Further, the government will involve youth in fishery extension through 3477 SagarMitras and 
500 Fish Farmer Producer Organizations and expects to increase fishery exports to Rs. 1 tn by 
FY25. 

Swachh Bharat Mission: The government has allocated Rs.123 bn for FY21 v/s Rs.96 bn for 
FY20RE to Swachh Bharat Mission. The government is committed to ODF Plus in order to 
sustain ODF behaviour. Now, more needs to be done towards liquid and grey water 
management. Focus would also be on solid waste collection, source segregation and 
processing. 

Jal Jeevan Mission (JJM)/National Rural Drinking Water Mission (NRDWM): The government 
has allocated Rs.115 bn for FY21 v/s Rs.100 bn for FY20RE to JJM and NRDWM. JJM is to 
provide piped water supply to all households. This scheme also places emphasis on 
augmenting local water sources, recharging existing sources and will promote water harvesting 
and de-salination. Particularly, cities with over a million population will be encouraged to meet 
this objective during the current year itself. The government has approved Rs. 3.60 tn for this 
Mission.  

Umbrella ICDS: The government has allocated Rs.286 bn for FY21 v/s Rs.250 bn for FY20RE to 
ICDS. Umbrella includes Anganwadi Services Scheme, Pradhan Mantri Matru Vandana Yojana, 
National Creche Scheme, POSHAN Abhiyaan, Scheme for Adolescent Girls and Child Protection 
Scheme. 

To improve the nutritional status of children (0-6 years), adolescent girls, pregnant women and 
lactating mothers, Prime Minister launched a “Poshan Abhiyan” in FY18. More than six lakh 
anganwadi workers are equipped with smart phones to upload the nutritional status of more 
than 100 mn households.  

National Programme of Mid-Day Meal in Schools: The government has allocated Rs.110 bn for 
FY21 v/s Rs.99 bn for FY20RE to National Programme of Mid-Day Meal in Schools.  

Pradhan Mantri Awas Yojana (PMAY): The government has allocated Rs.275 bn for FY21 v/s 
Rs.253 bn for FY20RE to PMAY.  

National Education Mission: The government has allocated Rs.392 bn for FY21 v/s Rs.377 bn 
for FY20RE to National Education Mission.  

National Health Mission (NHM): The government has allocated Rs.341 bn for FY21 v/s Rs.343 
bn for FY20RE to NHM.  

Mahatma Gandhi National Rural Employment Guarantee Program (MNREGA): The government 
has reduced allocation to Rs.615 bn for FY21 v/s Rs.710 bn for FY20RE to MNREGA.  

PM-KUSUM scheme: The government is expanding the PM-KUSUM scheme to provide 20 lakh 
farmers for setting up stand-alone solar pumps. Further, it will help another 15 lakh farmers 
solarise their grid-connected pump sets. Additionally, a scheme to enable farmers to set up 
solar power generation capacity on their fallow/barren lands and to sell it to the grid would be 
operationalized. 
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Allocation for the flagship government schemes (Rs bn) 

Percent Change 
Schemes FY19 FY20BE FY20RE FY21BE FY20RE/FY19 FY21BE/FY20RE 

Mahatma Gandhi National Rural Employment  
Guarantee Program (MNREGA) 618 600 710 615 14.9 -13.4 

Pradhan Mantri Gram Sadak Yojna 154 190 141 195 -8.7 38.6 

Pradhan Mantri Awas Yojna (PMAY) 254 259 253 275 -0.4 8.6 

National Health Mission (NHM) 315 337 343 341 8.9 -0.5 

National Education Mission 308 385 377 392 22.2 4.0 

Swachh Bharat Mission 154 126 96 123 -37.3 27.6 

Umbrella ICDS 216 276 250 286 15.3 14.4 

Urban Rejuvenation Mission: AMRUT and  
Smart Cities Mission 121 138 98 138 -18.6 39.7 

Green + White + Blue Revolution 147 154 122 157 -16.7 28.4 

Pradhan Mantri Krishi Sinchai Yojna 81 97 79 111 -3.0 40.9 

Jal Jeevan Mission (JJM)/National Rural 
Drinking Water Mission 55 100 100 115 82.4 15.0 

National Programme of Mid Day Meal in Schools 95 110 99 110 4.2 11.0 

Jobs and Skill Development 61 73 57 54 -6.2 -6.5 

National Livelihood Mission-Ajeevika 63 98 98 100 55.6 2.4 

National Social Assistance Progamme 84 92 92 92 9.3 0.0 

Pradhan Mantri Jan Arogya Yojana 
(Including RSBY) 22 66 33 64 49.0 94.0 

Source: Annual Budget 2020-21 

Taxation 

 Direct tax collection for FY19 was at Rs. 11.431 trn and is expected to increase to Rs. 13.265 
trn by FY21BE. 

 Indirect tax collection for FY19 was at Rs. 9.373 trn and is expected to increase to Rs. 
10.965 trn by FY21BE. 

Corporate Tax 

To make sure that India stays globally competitive and a favoured destination for investment 
the government in Sep’19 reduce the corporate tax rate for new companies in the manufacturing 
sector to an unprecedented level of 15% (which will start manufacturing by 31st March, 2023). 
Similarly, for the existing companies, the rate was brought down to just 22%. 

To attract investment in power sector, the budget has proposed the concessional corporate tax 
rate of 15% to new domestic companies engaged in the generation of electricity. 

Individuals 
In order to provide relief to the individual taxpayers and to simplify the Income-tax law, the 
budget proposed to bring a new personal income tax regime wherein income tax rates will be 
reduced for the individual taxpayers who forgo certain deductions and exemptions. 

The new tax regime shall be optional for the taxpayers. An individual who is currently availing 
more deductions & exemption under the Income Tax Act may choose to avail them and continue 
to pay tax in the old regime. 

The government estimates revenue foregone of Rs.400 bn due to the new personal income tax 
rates. However, there will be some uncertainty around the number of filers opting for the new 
tax rate regime and hence the impact on revenue foregone. 
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Dividend Distribution Tax 
Currently, companies are required to pay Dividend Distribution Tax (DDT) on the dividend paid 
to its shareholders at the rate of 15% plus applicable surcharge and cess in addition to the tax 
payable by the company on its profits, has been removed. Henceforth, dividend or income from 
units are taxable in the hands of shareholders or unit holders at the applicable rate. The 
estimated revenue foregone on account of the removal of DDT in FY21BE is Rs.250 bn. 

Start-up 
Start-ups generally use Employee Stock Option Plan (ESOP) to attract and retain highly talented 
employees. ESOP is a significant component of compensation for these employees. In order to 
give a boost to the start-up ecosystem, the budget proposed to ease the burden of taxation on 
the employees by deferring the tax payment by five years or till they leave the company or when 
they sell their shares, whichever is the earliest. Start-up having a turnover of up to Rs1 bn (earlier 
Rs250 mn) is allowed a deduction of 100% of its profits for three consecutive assessment years 
out of ten years (earlier seven years). 

Co-operative societies 
The budget proposed an option to cooperative societies to be taxed at 22% plus 10% surcharge 
and 4% cess with no exemption/deductions. Cooperative societies are currently taxed at a rate 
of 30% with surcharge and cess. 

FY21 - Option for Individual Tax payer to go either for Old or New Income Tax Regime 

Old Income Tax Regime New Income Tax Regime 

Individual tax rates Up to Rs250,000 - Nil Up to Rs250,000 - Nil 

Above Rs250,000 - Rs500,000 - 5% Above Rs250,000 - Rs500,000 - 5% 

Above Rs500,000 - Rs750,000 - 20% Above Rs500,000 - Rs750,000 - 10% 

Above Rs750,000 - Rs1,000,000 - 20% Above Rs750,000 - Rs1,000,000 - 15% 

Above Rs1,000,000 - Rs1,250,000 - 30% Above Rs1,000,000 - Rs1,250,000 - 20% 

Above Rs1,250,000 - Rs1,500,000 - 30% Above Rs1,250,000 - Rs1,500,000 - 25% 

Above Rs1,500,000 - 30% Above Rs1,500,000 - 30%  

Senior citizen (60 years) Exemption limit - Rs300,000 

Very senior citizen (80 years+) Exemption limit - Rs500,000 

Surcharge 10% on income between Rs5 mn and Rs10 mn 10% on income between Rs5 mn and Rs10 mn 

15% on income between Rs10 mn and Rs20 mn 15% on income between Rs10 mn and Rs20 mn 

25% on income between Rs20 mn and Rs50 mn 25% on income between Rs20 mn and Rs50 mn 

37% on income exceeding Rs50 mn 37% on income exceeding Rs50 mn 

Education cess 4% (health and education cess) 4% (health and education cess) 

Source: Annual Budget 2020-21 

Notes:  
Old Income Tax Regime 
Standard deduction of Rs50,000 in lieu of medical and transport allowance 
For senior citizens, exemption of interest income on deposits is Rs. 50,000 
Individual tax-payers having taxable income upto Rs0.5 mn will continue to get full tax rebate, after claiming deduction. 
Exemption of income tax on notional rent of second self-occupied house. 

New Income Tax Regime 
Under New regime, below mentioned exemptions/deductions shall not be entitled* 
 Leave travel concession as contained in clause (5) of section 10 
 House rent allowance as contained in clause (13A) of section 10
 Some of the allowance as contained in clause (14) of section 10
 Allowances to MPs/MLAs as contained in clause (17) of section 10
 Allowance for income of minor as contained in clause (32) of section 10 
 Exemption for SEZ unit contained in section 10AA 
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 Standard deduction, deduction for entertainment allowance and employment/professional tax as contained in 
section 16 

 Interest under section 24 in respect of self-occupied or vacant property referred to in sub-section (2) of section 23. 
(Loss under the head income from house property for rented house shall not be allowed to be set off under any
other head and would be allowed to be carried forward as per extant law);

 Additional deprecation under clause (iia) of sub-section (1) of section 32 
 Deductions under section 32AD, 33AB, 33ABA 
 Various deduction for donation for or expenditure on scientific research contained in sub-clause (ii) or sub-clause 

(iia) or sub-clause (iii) of sub-section (1) or sub-section (2AA) of section 35 
 Deduction under section 35AD or section 35CCC 
 Deduction from family pension under clause (iia) of section 57
 Any deduction under chapter VIA (like section 80C, 80CCC, 80CCD, 80D, 80DD, 80DDB, 80E, 80EE, 80EEA, 80EEB, 

80G, 80GG, 80GGA, 80GGC, 80IA, 80-IAB, 80-IAC, 80-IB, 80-IBA, etc). However, deduction under sub-section (2) of 
section 80CCD (employer contribution on account of employee in notified pension scheme) and section 80JJAA 
(for new employment) can be claimed. 

Focus on rural/farm sector 

The budget emphasized that the government is committed on its goal of doubling farmers’ 
incomes by 2022. To achieve the same, the government has been incentivizing farm sector 
through several schemes. It provided insurance to 61.1 mn farmers under PM Fasal Bima 
Yojana, provided income support to farmer through PM KISAN, expanded micro irrigation 
through Krishi Sichai Yojana, etc. In Budget FY21, the FM has allocated Rs 2.83 trn towards 
Agriculture and allied activities, Irrigation and Rural Development. This includes Rs 1.6 trn for 
Agriculture, Irrigation & allied activities and Rs 1.23 trn for Rural development & Panchayati Raj. 
In the budget, the FM discussed 16 action points which indicated its focus on farm sector. 
Below mentioned are some of the key action points. 

 Agriculture credit target for the year FY21 has been set at Rs 1.5 trn. All eligible beneficiaries 
of PM-KISAN will be covered under the Kisan Credit Card scheme. 

 Proposed comprehensive measures for one hundred water stressed districts. 

 Proposed to expand PM KUSUM scheme to provide 2 mn farmers for setting up stand-alone 
solar pump and also help another 1.5 mn farmers to solarise their grid-connected pump 
sets. 

 To encourage balanced use of all kinds of fertilizers including the traditional organic and 
other innovative fertilizers. Taking necessary steps for changing the prevailing incentive 
regime for use of chemical fertilizer. 

 Setting up efficient warehouses through PPP where States, Food Corporation of India and 
Central Warehousing Corporation can facilitate with their land. Government will provide 
Viability Gap Funding for setting up such efficient warehouses at the block/taluka level. 

 To build a seamless national cold supply chain for perishables, inclusive of milk, meat and 
fish. 

 To facilitate doubling of milk processing capacity from 53.5 million MT to 108 million MT 
by 2025. 

 Proposed to put in place a framework for development, management and conservation of 
marine fishery resources. 

 Proposed raising fish production to 200 lakh tonnes by FY23. 



 

 

Kotak Securities – Private Client Group Please see the Disclosure/Disclaimer on the last page For Private Circulation  14 

Budget Analysis 2020-21 February 2020

Sector Impact 

Sector Proposal Impact 

Automobiles & components Electric vehicles—Increase in customs duty on Most electric two-wheelers, three-wheelers, cars and  
completely knocked down (CKD)  and semi-knock buses are manufactured in India. Hence no impact on 
down passenger vehicles (cars, SUVs and vans), Bajaj Auto, HeroMoto, M&M, Tata Motors and Ashok  
bus and trucks, three-wheelers and two-wheelers. Leyland 

Increased provision under FAME from Rs5bn in Neutral. Will promote domestic manufacturing of electric 
FY20 to Rs6.9bn for FY21 vehicle rather than imports. Currently EV revenue are small 

part of few OEM's. 

Increase in customs duty on CBUs of traditional No major impact, as all Indian OEMs (Ashok Leyland, M&M, 
commercial vehicles to 40% from 30% earlier Tata Motors and VECV) manufacture in India 

Aviation 100 more airports would be developed by 2024  Marginal Positive as these steps will promote travel and 
to support Udaan scheme and Rs25bn  tourism in the long run 
allocation proposed for tourism promotion 

Building Materials Extending date of loan sanction by one year for Marginal positive as this will give some boost to demand 
additional deduction of up to Rs.150,000 
for interest paid on loans taken for 
purchase of an affordable house 

Capital Goods Increase in customs duty on Power Positive for domestic power transmission equipment 
transmission Equipments manufacturers 

Implementation of smart metering across states Positive for smart meter manufacturers 

Consumer Durables Hike in customs duty of certain mobile Positive for contract manufacturers 
phone components Negative for AC players as it will increase cost of AC as 
Increase in customs duty on Compressors compressors are primarily imported 

Consumer Electricals Customs duty on fans/heaters/toasters/irons  Positive for domestic manufacturers 
increased to 20% 

FMCG Increase in Basic Excise Duty (BED) from  Both increase in BED and NCCD has increased the 
Rs 200 to Rs 735 per thousand cigarettes and  incidence of taxation by 5.4% for low end cigarettes 
also increased in National Calamity Contingency  to 13.8% per cigarette for high end cigarettes. 
Duty (NCCD) from the range of Rs 90 to  Event is negative for Cigarette Makers including ITC,  
Rs 235 per thousand sticks to Rs 200 to Rs 735. VST Industries and Godfrey Phillips. 

Whey, Almonds, Walnut, Wheat, Maize and  Decrease in RM cost for FMCG companies. Positive for 
Orange Juice which are partly used as RM for  FMCG companies 
FMCG companies have been exempted from (SWS). 

Butter, Ghee and Butter Oil to attract 40%  Would increase the RM cost for FMCG companies. 
Basic Custom Duty (increased from 30%). Negative for FMCG companies. 

Footwear Increased basic custom duty on footwear from  Marginally negative for certain categories of footwear 
25% to 35% and parts of footwear from 15% to 20% imported by the domestic players 

Information Technology (I.T) To provide Rs.60 bn in Bharatnet programme Positive for companies setting up network 
For next 5 years, allocated Rs.80 bn for Quantum  Positive for IT companies 
Technologies and Applications Policy to allow the 
private sector to build data center parks 

Infrastructure Accelerated development of highways to develop  Positive: Encourage opportunity for road construction 
total 15,500 km of road (includes 2,500 Km access  players 
control highways, 9,000 Km of economic corridors,  
2,000 Km of coastal and land port roads and  
2,000 Km of strategic highways) 

Providing equity support to Infrastructure  Positive as it will resolve funding issue for Infrastructure 
Finance Companies such as IIFCL and a  projects 
subsidiary of NIIF. They would leverage it to  
create financing pipeline of more than Rs1 Trn.  

Provided Rs 115 bn for Jal Jeevan Mission, aiming Positive, would create investment in water infrastructure 
to provide piped water supply to all households project and encourage demand for pipes 
100% tax exemption to Sovereign Wealth Fund  
Of foreign governments on their interest,  

Dividend and capital gains income in respect of  Positive, as it will encourage foreign funding for 
investment made by foreign sovereign wealth fund   Infrastructure projects 
in infrastructure and other  notified sectors before 
31 Mar 2024 and with a min lock-in period of 3 years.  
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Sector Impact 

Sector Proposal Impact 

Logistics National Logistics Policy Policy will clarify the roles of the Union Government, State 
Governments and key regulators. It will create a single 
window e-logistics market. Positive for Logistics 
companies. 

Accelerated development of highways in FY21 It will improve road infrastructure and is positive for 
Logistics Companies 

Completion of Jal Vikas Marg on National Positive for warehousing companies 
Waterway-1 

Basic Custom Duty on new category bunker  Would reduce the operating cost of shipping companies 
fuel or very low Sulphur fuel oil meeting  and is positive for Shipping sector. 
ISO 8217:2017 standards reduced 

Metals & Mining Proposed to remove DDT (15% plus applicable Positive for the cash rich and dividend  paying companies 
surcharge and cess) such as  NMDC, Nalco, Hindustan Zinc & Vedanta  

Oil and Gas Expand national gas grid from 16,200 km to Positive for midstream gas distribution companies 
27,000 km 

Reforms for transparent price discovery and Positive for upstream and midstream gas companies 
ease of transactions 

Anti-dumping duty on PTA abolished Modest negative for RIL given likely reduction in 
realization on external sales of PTA 

Paper Reduction in custom duty on newsprint,  Neutral impact on domestic paper manufacturers as 
lightweight coated paper and uncoated paper  majority players are present in uncoated paper and 
used for printing newspaper from 10% to 5% paperboard segment. 

Pharma (Healthcare) Govt. to expand Mission Indradhanush, add  Neutral with Ayushman Bharat budget remaining 
hospitals to Ayushman Bharat. Ayushman Bharat unchanged, procedure prices are unlikely to see an upward 
budget remains unchanged at Rs64 bn.  revision. 

Allocation of Rs 690 bn to healthcare, inclusive  Neutral 
of Rs 64 bn for Jan Arogya Yojana. 

Hospitals will be opened in Tier-2 and 3 cities  Unlikely to impact listed peers as the companies are 
which do not have a Ayushman-empanelled  unlikely to pursue expansion in Tier-3 cities through 
hospital. The government will provide  VGF-based models 
viability gap funding for the process. 
Govt aims at spending target of 2.5% of 
GDP till 2025. Proposed eradicating TB by 2025. 

Health cess at 5% in the form of customs duty  Marginally negative for hospitals, as 20-30% of capital  
on medical equipment expenditure pertains to imported medical equipment. 

However, for hospital operators with significant 
proportion of international patients (10-15%) will have no 
impact, as the cess is offset under EPCG scheme. 

Pumps Expansion of PM Kusum scheme to 2 mn  Positve for solar powered pump makers 
farmers for setting up stand-alone solar pumps 

Real Estate Additional deduction of up to Rs 0.15 mn for  Positive as it will continue to positively impact demand 
interest paid on loans taken for purchase of an for affordable housing projects 
affordable house has been extended by one  
more year 

Extended the date of approval of affordable  Positive as it will encourage investment in affordable 
housing projects by one more year for availing  housing projects by developers 
tax holiday on the profits earned by developers  
of affordable housing project 

Telecom Policy for setting up data centre parks Positive for optic fibre manufacturers  

Source: Annual Budget 2020-21; Kotak Securities - Private Client Group 
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Custom duties 

Rate of Duty 
Commodity From To 

Food processing 
Walnuts, shelled 30% 100% 

Chemicals 
Other Chemical products and preparations of the chemical or allied industries,  
not elsewhere specified 10% 17.5% 

Footwear 
Footwear 25% 35% 
Parts of footwear 15% 20% 

Household Items 
Tableware, kitchenware, water filters (of a capacity not exceeding 40 litres) and  
other household articles, of porcelain of china. 10% 20% 
Ceramic tableware, kitchen-ware, clay articles and other household articles 10% 20% 
Glassware of a kind used for table, kitchen, toilet, office, indoor decoration or similar  
purposes (other than that of heading 7010 or 7018) 10% 20% 
Combs, hair-slides and the like, hairpins curling pins, curling arios, hair curlers and the like,  
other than those of headinq 8516 and parts thereof. 10% 20% 
Vacuum flasks and other vacuum vessels, complete with cases; parts thereof other  
than glass inners 10% 20% 

Household appliances 
Table Fans 10% 20% 
Ceiling Fans 10% 20% 
Pedestal Fans 10% 20% 
Blowers, Portable 10% 20% 
Water heaters and immersion heaters 10% 20% 
Other electrical space heating apparatus 10% 20% 
Electro-thermic fluid heaters 10% 20% 

Precious Metals 
Coin 10% 12.5% 

Machinery 
Railway Carriage fans 7.5% 10% 
Air Circulator 7.5% 10% 
Industrial fans blowers and similar blowers 7.5% 10% 
Compressor of Refrigerator and Air conditioner 10% 12.5% 
Commercial type combined refrigerator freezers, fitted with separate external doors 7.5% 15% 
Commercial freezer of chest type, not exceeding 800 litre capacity 7.5% 15% 
Other chest type freezers 10% 15% 
Electrical freezers of upright type, not exceeding 800 litre capacity 7.5% 15% 
Other freezers of upright type, not exceeding 800 litre capacity 7.5% 15% 
Refrigerating or freezing display counters, cabinets, show- cases and the like 7.5% 15% 
Heat pumps other than air conditioning machines 7.5% 15% 
Ice making machinery 7.5% 15% 

Other Electronic goods 
Static Converters 15% 20% 
Dip bridge rectifier 10% 20% 
Populated, loaded or stuffed printed circuit boards 10% 20% 

Automobile and automobile parts 
Catalytic Converter 10% 15% 
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Custom duties 

Rate of Duty 
Commodity From To 

Furniture Goods 
Seats and parts of seats (other than aircraft seats and their parts) 20% 25% 
Other Furniture and parts thereof 20% 25% 
Mattress supports; Articles of bedding and similar furnishing 20% 25% 
Lamps and lighting fittings including searchlights and spotlights and parts  
thereof; Illuminated signs, illuminated name plates and the like, having a permanently  
fixed light source, and parts thereof (except solar lantern and solar lamps). 20% 25% 

Toys 
Tricycles, scooters, pedal-cars and similar wheeled-toys; dolls' carriages; dolls;  
other toys; reduced-size ("scale") models and similar recreational models, working  
or not; puzzles of all kinds 20% 60% 

Stationary items 
Filing, cabinets, card-index cabinets, paper-trays, paper rests, pen trays, office-stamp  
stands and similar office or desk eauioment, of base metal, other than office  
furniture of heading 9403 10% 20% 

Animals 
Pure-bred breeding horses 30% Nil 

Fuels, Chemicals and Plastics 
Very low Sulphur fuel oil meeting ISO 8217:2017 RMG380 Viscosity in 220-400 CST  
standards/Marine Fuel 0.5% (FO), under the same conditions as available to IFO  
180 CST and IFO 380 CST under entry at S. No. 139 of notification No. 50/2017-  
Customs dated 30.6.2017. 10% Nil 

Calcined Petroleum Coke 10% 7.5% 

Paper Industry 
a) Newsprint, if the importer, at the time of import is an establishment registered 

  with the Registrar of Newspapers, India (RNI) 
b) Uncoated paper used for printing newspaper, if the importer, at the time of 

 import· is an establishment registered with the Registrar of Newspapers, India (RNI) 
c) Lightweight coated paper used for printing magazines, subject to end-use conditions 10% 5% 

Sports Goods 
List of items allowed duty free import up to 3% of FOB value of sports goods  
exported in the preceding financial year is being amended to include•Wlilow Applicable rate Nil 

Precious Stones and Metals 
Gold used in the manufacture of semiconductor devices or light emitting diodes Nil 12.5% 
Rubies, emeralds, sapphires - unset and imported uncut Nil 0.5% 

Automobile and automobile parts 
Noble metal solutions and noble metal compounds used in manufacture of 
catalytic converter and their parts 5% 10% 

Completely Built Units (CBUs) of commercial vehicles (other than electric vehicles)  
(with effect from 01.04.2020) 30% 40% 

Completely Built Units (CBUs) of commercial electric vehicles  
(with effect from 01.04.2020) 25% 40% 

Semi Knocked Down (SKD) forms of electric passenger vehicles  
(with effect from 01.04.2020) 15% 30% 

Semi Knocked Down (SKD) forms of electric vehicles- Bus,Trucks and Two wheelers 
(with effect from 01.04.2020) 15% 25% 

Completely Knocked Down (CKD) forms of electric vehicles - Passenger vehicles,  
Three wheelers, Two wheelers, Bus and Trucks (with effect from 01.04.2020) 10% 15% 

Defence sector 
Exemption from import duty for specified military equipment, when imported by  As 
Defense PSUs and other PSUs for defence forces. Applicable Nil 

Source: Annual Budget 2020-21 
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Change in tax structure for cigarette makers 

Category Non Filter Cigarette Filter Cigarette Other Cigarettes  
Cigarette size Upto 65 mm From  Upto From From 

66 to 70 mm 65 mm  66 to 70 mm  71 to 75 mm 

Manufacturing cost (INR/Cigarette) 10 10 10 10 10 10 
GST (%) 28 28 28 28 28 28 
GST Compensation Cess (%) 5 5 5 5 5 36 
Additional cess per thousand  2076 3668 2076 2747 3668 4170 
NCCD INR per thousand (old) 90 145 90 90 145 235 
NCCD INR per thousand (new) 200 250 440 440 545 735 
BED INR per thousand (old) 5 5 5 5 5 10 
BED INR per thousand (new) 200 250 440 440 545 735 
Indirect tax per cigarette (old) 5.47 7.12 5.47 6.14 7.12 10.82 
Indirect tax per cigarette (new) 5.78 7.47 6.26 6.93 8.06 12.0 
Incremental indirect tax per piece 0.31 0.35 0.79 0.79 0.94 1.23 

Source: Annual Budget 2020-21; Kotak Securities - Private Client Group 

Highlights of Economic Survey 

 The survey emphasized that India’s aspiration to become a US$5 trn economy depended 
on strengthening the invisible hand of markets together with the hand of trust. 

 Markets’ dominance needs to be strengthened by providing equal opportunities for new 
entrants, enable fair competition, eliminate policies that undermine markets, and scale up 
the banking sector. 

 The Economic Survey of last year laid emphasis on private investment as the key driver 
which will set the economy on a virtuous cycle of savings, investment, exports, and growth. 

 To spur job creation, the survey proposed that India focus aggressively on export 
specialization, specifically on ‘network products’ which could be around US$7 bn by 2025. 
Citing China’s example, it explained how specialization at large scale in labor-intensive 
activities where production occurs across global value chains could unlock economic 
potential. 

 By proposing to integrate the strategy of ‘Assembly in India’ into ‘Make in India’, the survey 
estimated that India can add 40 mn new jobs by 2025 and 80 mn new jobs by 2030. 

 Flagging ‘disproportionate dwarfism’ of banks when compared to the size of the economy, 
the survey called upon PSBs (which account for 70% of assets) to support economic growth 
rather than push back on lending. The survey estimated that every rupee invested in PSBs 
in 2019 lost 23 paise on average while a rupee invested in new private banks on average 
gained 9.6 paise. 

 The survey proposed that the government must examine where it needlessly intervenes and 
undermines markets. For instance, government intervention to make a drug affordable 
often leads to price increases of the regulated drug when compared to a similar unregulated 
drug. 

 The survey bolstered the case for aggressive divestment of CPSEs to unlock their potential 
for wealth creation. It highlighted that the aim of any privatization/divestment should be 
maximization of government’s equity stake value. In this context, it proposed that the 
government could follow Singapore’s Temasek Holdings model by transferring all its 
holdings to a single corporate entity managed by an independent board and mandated to 
divest the government stake in these CPSEs over a period of time. 
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 Heading into FY21, the Economic Survey highlighted both upside and downside risks to 
growth. Downside risks exist in the form of global trade tensions, volatility in INR and oil 
prices owing to geopolitical tensions, reversal of monetary easing by DM central banks, 
slow progress in implementation of IBC code leading to risk premiums remaining high, 
higher fiscal deficit crowding out private investment and deterioration in CAD because of 
lower savings.  

 Meanwhile, upside risks arise from a possible recovery in manufacturing and trade, 
government’s reforms and thrust to affordable housing, FDI flows into both brown-field and 
green-field infrastructure projects, Make in India push, further improvement in parameters 
related to ease of doing business, higher investments after the corporate tax rate cuts and 
financial strength leading to lower risk aversion and lower lending rate as a result of the 
merger of public sector banks.  

 The survey highlighted that in order to stick to the fiscal path outlined in the medium-term 
fiscal policy statement, rationalizing expenditure remains imperative. However, given the 
sluggish demand and decline in consumption growth, any cut in capital expenditure could 
have adverse consequences for growth. 
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INTERNATIONAL EVENTS 
US and China sign deal to ease trade war 
The US and China have signed an agreement aimed at easing a trade war that has negatively 
impacted markets and weighed on the global economy. 

What's in the deal? 
 China has committed to increasing its US imports by at least $200bn over 2017 levels, 

boosting purchases of agriculture by $32bn, manufacturing by $78bn, energy by $52bn and 
services by $38bn. 

 China has agreed to take more action against counterfeiting and make it easier for 
companies to pursue legal action over trade secret theft 

 US has agreed to halve some of the new tariffs it has imposed on Chinese products. 

 The US will maintain up to 25% tariffs on an estimated $360bn worth of Chinese goods; 
China, which has levied new tariffs on $100bn worth of US products, is also expected to 
maintain the majority of them. 

Truce in the US-China trade war is only partial 
 With only a small proportion of the tariffs being reversed and relatively minor concessions 

granted by both sides, tariffs remain on around two-thirds of the goods US buy from China. 

 The phase one deal is well short of addressing the core U.S. complaints about China's trade 
and intellectual property practices that prompted the Trump administration to pressure 
China for changes in early 2017. 

 The deal contains no provisions to rein in rampant subsidies for state-owned enterprises 
by China, which the administration blames for excess capacity in steel and aluminum and 
says they threaten industries from aircraft to semiconductors. 

 It also fails to address digital trade restrictions and China onerous cybersecurity regulations 
that have hobbled U.S. technology firms in China. 

The deal brings welcome relief that trade relations may stop getting worse. The truce may of 
course be followed by “phase two” talks that aim to undo more of the damage. However, we 
believe that Phase one of the trade war truce has set the stage for renewed aggression when 
one side claims the other has not complied with the agreed terms. The highly one-sided nature 
of most of the obligations leaves little confidence that China will change its behaviour to the 
degree the US seems to expect. 

Trump Impeachment 
The House of Representatives impeached Trump in December 2019 for abuse of power and 
obstruction of Congress. Both charges related to President’s efforts to coerce Ukraine into 
launching politically motivated investigations targeting former Vice President Joe Biden, 2020 
Democratic frontrunner, his son Hunter, and the Democratic Party as whole. This was followed 
by six marathon days of opening arguments from House impeachment managers - who act as 
prosecutors in the president's trial - and Trump's defense team. 

On 29th January 2020, senators began a 16-hour period (spread over 2 days) of submitting 
written questions to the prosecution and the defense in President Donald Trump's 
impeachment trial. Written questions were pivotal ahead of a vote on whether the Senate will 
call additional witnesses to testify in Trump's trial. Senators were required to approve witnesses 
with a 51-vote majority. Key witness include John Bolton, the former national security adviser. 
Also, Two-thirds of the Senate, 67 of the 100 senators, would be required to vote to convict 
Trump in order to force his removal. Both events looked highly unlikely, given that Republicans 

Amit Agarwal, CFA 

agarwal.amit@kotak.com 

Contact: +91 22 6218 6439 



 

 

Kotak Securities – Private Client Group Please see the Disclosure/Disclaimer on the last page For Private Circulation  21 

Budget Analysis 2020-21 February 2020

hold a 53-to-47 seat majority in the chamber and there was little indication of Republicans 
breaking with the president. On 31st January 2020, only two Republicans voted with Democrats. 
The trial now moves forward to a vote on whether to acquit President Trump. 

The Senate will vote on Wednesday 5 February on whether to convict or acquit the president on 
the two articles of impeachment brought against him. A two-thirds majority in the chamber of 
67 votes is required to remove him from office. With the Republicans controlling the Senate 
with a 53-47 majority over Democrats, and no Republican senator signaling to vote for Mr. 
Trump's removal, we believe President Trump will ultimately be acquitted in the Senate and 
remain in office, but the impeachment trial presents political variables that could impact the 
presidential election in November 2020. 

US-Iran geopolitical tensions may keep crude prices elevated in the short term 
The recent US military action against Iran has raised the specter of a prolonged stand-off in the 
Middle East. We rule out an early resolution to the conflict even if immediate rhetoric was to 
cool off over the next few weeks. However, further escalation in tensions may result in oil prices 
rising to higher levels through (1) possible disruption to global supplies and (2) concerns about 
supply. For now, (1) increased non-OPEC oil supply in CY20E and (2) large supply-demand 
imbalance may cap oil prices to around US$70/bbl. Also, Saudi Arabia may increase oil 
production at the behest of the US to counter any sustained increase in oil prices. Energy market 
is also concerned about demand growth as the coronavirus spreads globally. 

‘Higher-for-longer’ crude oil prices to weigh on weak macro; situation manageable for now 
‘Higher-for-longer’ crude prices may hurt the Indian economy in three ways—(1) higher oil prices 
act as a ‘tax’ on the Indian consumer with a US$1/barrel increase in crude price resulting in as 
Rs0.5-0.6/liter increase in diesel and gasoline prices (varies based on state VAT); persistent 
high crude prices may put pressure on already weak expectations of GDP recovery; (2) higher 
inflation; we note that a US$10/barrel change in crude oil prices results in a 30 bps impact on 
inflation, which will be on the higher side in 1HCY20, thus reducing the chances of further rate 
cuts from RBI and (3) higher CAD/BoP; a US$10/barrel change in crude price results in 40 bps 
impact on CAD. Nonetheless, India’s CA position will be quite comfortable until US$75/barrel 
crude prices and modest capital outflows manageable with India’s forex reserves at US$460 
bn. 

Global crude market in significant surplus without supply disruptions 

Particulars 2015 2016 2017 2018 2019E 2020E 

Demand (mn bpd by IEA)  95.3   96.4   98.2   99.3   100.3  101.5 
Supply (mn bpd by IEA) 
 - Non OPEC  59.8   59.3   60.1   62.9   64.8   67.0  
 - OPEC  36.6   37.8   37.5   37.4   35.4   34.8  
Total Supply  96.4   97.1   97.6   100.3  100.2  101.8 
Brent crude (USD/barrel by KIE)  86.0   48.0   49.0   58.0   70.0   65.0  

Source: IEA, Kotak Institutional Equities estimates 
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Brexit bill officially becomes UK law after Queen's nod 
The UK has left the European Union (EU) on 31 January 2020, after Prime Minister Boris 
Johnson's Brexit deal was backed by MPs. Queen Elizabeth has also given Brexit bill her Royal 
Assent. Post consent from the European Parliament, the UK has formally left the EU on 31 
January with a withdrawal deal. However, this would only mark the next step in the Brexit 
process.  

Following the departure, the UK has entered a transition period until 31 December 2020.During 
this period, the UK's trading relationship with the EU will remain the same while the two sides 
negotiate a free trade deal. At the same time, many other aspects of the UK's future relationship 
with the EU - including law enforcement, data sharing and security - will need to be agreed. 

Brexit Important timeline 

Date Event What happened 

Jun-16 Brexit referendum Britain voted to leave the European Union by 52 to 48 % 
Jul-16 Theresa May enters Downing Street Theresa May wins the Conservative Party leadership contest and becomes PM 
Oct-16 Conservative conference Theresa May   invokes EU’s Article 50 for formal Brexit by March 2017 
Nov-16 Government defeat at Supreme Court Supreme Court rules that British government cannot trigger Article 50 
Jan-17 Lancaster House May made clear she wanted to leave the single market 
Mar-17 "May triggers Article 50 May triggers Article 50 and sets the date for the UK’s departure in two years’  

time March 29, 2019. 
Apr-17 General election May announces snap general election in UK in June 
Dec-17 Brexit phase two Progress on three of the “divorce issues”, including the Irish border, a financial 

settlement, and EU citizens’ rights.  
Summer 2018 Chequers House of Commons passed the government’s EU Withdrawal Bill 
Nov-18 Brexit deal reached with Brussels The UK and the EU strike a deal on the UK’s exit terms 
Dec-18 Confidence vote Theresa May survives a vote of confidence in her leadership of the Conservative Party 
Jan-19 Meaningful vote No 1 Government loses the first “meaningful vote” in parliament on the Brexit deal, by  

432 votes to 202 
Mar-19 Meaningful Vote (continued) MPs again rejected the withdrawal agreement by 344 votes to 286 
Jul-19 Conservative leadership contest  Boris Johnson defeated his rival, Jeremy Hunt, in a ballot of Conservative members 

(round two) 
Spring 2019 Extension EU leaders agreed a second “flexible extension” to the Brexit process until 31 October 
Oct-19 New deal Johnson put forward his formal Brexit plan to the EU 
Dec-19 Election reckoning Johnson secured a landslide win at the election 
Jan-20 Brexit Day At 11pm on Friday 31 January, Britain leaves the European Union 

Source: Center for European Reform 

China GDP growth for CY19 is slowest rate in 29 years 
Chinese economy grew by 6.1% in CY19, meeting forecasts of the International Monetary Fund 
and the World Bank amid a trade dispute with the U.S. However, despite falling to a new low 
since 1990, when political turmoil drove economic growth down to 3.9 per cent, the 6.1 % met 
the target range of between 6.0% and 6.5% set by the central government at the beginning of 
CY19, but was below the market expectation of 6.2%.Industrial production which gauges 
China’s output in manufacturing, mining and utilities grew by 5.7% (vs 6.2% in 2018) and retail 
sales, a key indicator of consumer spending grew by 8.0% (vs. 9% in 2018). 

Policymakers in China may be relieved to have kept the official growth rate above the 
psychologically important 6.0 % mark, but more challenges await in CY20. The phase one of US 
China trade deal is only an interim agreement with US intending to keep existing tariffs on 
imports from China unless the two countries manage to reach a phase two deal. China may 
continue to use tax cuts and monetary stimulus to support the economy. 
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China quarterly YoY GDP growth (%) 

Source: Bloomberg 

Coronavirus can hurt Chinese as well as global economy 
A new Chinese coronavirus, a cousin of the severe acute respiratory syndrome (SARS) virus, 
has infected more than fourteen thousand people and killed over 300 since the outbreak began 
in Wuhan, China. It causes pneumonia and then doesn't respond to antibiotic treatment. It's not 
clear how deadly the Wuhan coronavirus will be, but fatality rates are currently lower than both 
Middle East respiratory syndrome (MERS) and SARS. 

The illness was first reported in late December 2019 in Wuhan, a major city in central China, and 
has been rapidly spreading. So far it has spread to 26 countries. As a precautionary step, China 
has sealed off Hubei in the country's center, imposed drastic travel restrictions and extended 
holiday season. Other repercussions include masks selling out in stores, people locking 
themselves at home, people in central China desperately taking any flight out regardless of 
destination and government’s worldwide suspending flights from China and imposing 
restrictions on travelers from the mainland China. 

WHO declares emergency 
The World Health Organization (WHO) declared the coronavirus outbreak a public-health 
emergency of international concern post first person-to-person transmission of the virus in the 
U.S on 30th January 2020. WHO now consider the respiratory virus a significant threat beyond 
China. The number of infection cases in China surpassed the global total for severe acute 
respiratory syndrome (SARS), though SARS killed nearly 800 people after emerging in southern 
China in late 2002 and early 2003. Coronavirus has already impacted meat consumption and 
tourism in China and Hong Kong. And with WHO declaring the novel coronavirus an 
international public health emergency could stoke investors’ fears about the disease and the 
economic risks it poses. It has begun to impact sentiments towards Asian equities and more 
so for metal equities. The event is compared to SARS in 2003 given its origin in China. 
Commodities prices and equities corrected by 5-15% during the escalation of SARS between 
March and May 2013. 
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Country-wise number of Coronavirus case as on 1st February 2020 

Country Cases Deaths Region 

China 14,381 304 Asia 
Thailand 20 0 Asia 
Japan 19 0 Asia 
Singapore 18 0 Asia 
Hong Kong 15 0 Asia 
South Korea 14 0 Asia 
Australia 12 0 Australia/Oceania 
Taiwan 10 0 Asia 
Malaysia 8 0 Asia 
United States 8 0 North America 
Germany 8 0 Europe 
Macao 8 0 Asia 
France 7 0 Europe 
Vietnam 6 0 Asia 
Canada 5 0 North America 
United Arab Emirates 4 0 Asia 
Russia 2 0 Europe 
Italy 2 0 Europe 
United Kingdom 2 0 Europe 
Sweden 2 0 Europe 
Sri Lanka 2 0 Asia 
Cambodia 1 0 Asia 
Philippines 1 1 Asia 
Nepal 1 0 Asia 
India 1 0 Asia 
Finland 1 0 Europe 
Spain 1 0 Europe 

Source:WHO coronavirus updates 

Even Germany posts worst annual growth since 2013 
The German economy grew by 0.6% YoY in 2019, from 1.5% in 2018. This is the weakest growth 
rate since 2013. The German economy continues to have two faces: a strong domestic one on 
the back of record high employment, consumer and government spending, and a weak industrial 
one on the back of the global manufacturing slowdown and its sector-specific problems in the 
automotive industry. Looking into 2020, it remains uncertain whether this balancing act can 
continue. In fact, most economist believe that, either the cyclical factors weighing on German 
industry will dissipate somewhat, with the entire economy rebounding, or the domestic part of 
the economy will also slow down. 

Germany Quarterly YoY GDP growth (%) 

Source; Bloomberg 
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IMPORTANT DOMESTIC EVENTS 
Favorable base pushes up IIP growth. 
November IIP growth was at 1.8% (Kotak: 1.1%; consensus: 0.3%; October: -4%).IIP growth 
moved into positive, after three months of contraction, mostly due to favorable base effect. 
From the use-based classification side, capital goods, consumer durables, infrastructure and 
construction goods, and primary goods remained in negative, contracting by -8.6%, -1.5%, -3.5%, 
and -0.3%, respectively. Consumer non-durables growth moved into positive at 2% while 
intermediate goods growth remained strong at 17.1%. 

Sectoral Classification of IIP 

Mining (%) Manufacturing (%) Electricity (%) General (%)  
2018 2019 2020 2018 2019 2020 2018 2019 2020 2018 2019 2020 

April 3.0  3.8  5.1  2.9  4.9  4.0  5.4  2.1  6.0  3.2  4.5  4.3  
May 0.3  5.8  3.2  2.6  3.6  2.5  8.3  4.2  7.4  2.9  3.8  3.1  
June 0.1  6.5  1.5  (0.7) 6.9  0.2  2.1  8.5  8.2  (0.3) 7.0  1.2  
July 4.5  3.4  4.9  (0.1) 7.0  4.2  6.6  6.6  4.8  1.0  6.5  4.3  
August 9.3  (0.6) 0.0  3.8  5.2  (1.7) 8.3  7.6  (0.9) 4.8  4.8  (1.4) 
September 7.6  0.1  (8.6) 3.8  4.8  (4.0) 3.4  8.2  (2.6) 4.1  4.1  (4.3) 
October (0.2) 7.3  (8.0) 2.0  8.2  (2.3) 3.2  10.8  (12.2) 1.8  1.8  (4.0) 
November 1.4  2.7  1.7  10.4  (0.7) 2.7  3.9  5.1  (5.0) 8.5  8.5  1.8  
December 1.2  (1.0) 8.7  2.9  4.4  4.5  7.3  7.3  
January 0.3  3.8  8.7  1.3  7.6  0.9  7.5  7.5  
February (0.4) 2.2  8.4  (0.3) 4.5  1.3  6.9  6.9  
March 3.1  0.8  5.7  0.1  5.9  2.2  5.3  5.3  
Average 2.5  2.9  4.7  3.7  5.3  5.2  4.4  4.4  

Source: CEIC, Kotak Institutional Equities 

GDP growth likely at 4.7% in FY20E and 5.5% in FY21E 
Favorable base effects, sustained government spending, and easier liquidity conditions have 
resulted in some improvement in the high frequency indicators from November. While growth 
may have troughed out, we expect the recovery to be slow and prolonged. 3QFY20 may not be 
substantially different from the 4.5% growth recorded in 2QFY20. In 4QFY20, while there are 
favorable base effects that will play out, the government expenditure (center+states) will 
possibly be reduced sharply. This will have an impact on the government consumption as well 
as investments. Overall, we continue to expect FY20 GDP growth at 4.7%. Further, we estimate 
FY21 GDP growth to improve modestly to 5.5%.Structurally consumption will remain under 
pressure given the savings-income dynamics. Beyond some modest cyclical recovery, growth 
is likely to remain sluggish in the near term. 

GDP growth likely at 4.7% in FY20E and 5.5% in FY21E 

Source: Bloomberg, Kotak Institutional Equities 
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Consumption and investments lead downward revision of FY19 GDP growth 
FY19 real GDP growth was revised down by 69 bps to 6.1% and FY18 GDP growth was revised 
down 12 bps to 7%. Most of this was on the back of downwards revisions in private 
consumption and investment in both the years while government expenditure was revised up 
in FY2019 but revised down in FY18. FY19 GDP growth has been revised down to 6.1% (January 
2020) from the first advance estimate of 7.2% (January 2019). This underscores the need for 
accurate and credible statistics for an effective fiscal and monetary policy response. 

WPI inflation rises to a seven-month high, core inflation remains weak 
December WPI inflation rose to 2.59% (Kotak: 2%, Consensus: 2.42%) as against 0.58% in 
November primarily due to adverse base effects. Food inflation moved higher by 13.2% (11.1% 
in November) even as manufacturing and fuel and power inflation continued to contract. Core 
WPI inflation (manufactured products excluding food products) fell by -1.6% in December (-2% 
in November) with prices remained broadly unchanged. We expect WPI inflation to average 1.8% 
in FY20 and 3.2% in FY21 and core WPI inflation to trend towards - 1% by March 2020 and 
average -0.5% in FY20 and 0.7% in FY21. 

MPC to remain on an extended pause; increased probability of a shift in policy stance 
Both CPI and WPI inflation rose on the back of higher food prices, with headline CPI inflation 
comfortably overshooting the RBI’s upper target limit of 6%. While food prices may soften from 

January onwards owing to the arrival of the Kharif produce and robust Rabi sowing, we believe 
that the moderation will be gradual as the food inflation has become more generalized. Despite 
sluggish economic activity, core CPI inflation may not moderate much as the full impact of the 
telecom tariff is yet to play out. Factoring in these developments, we now expect CPI inflation 
to trend towards 6.2% by March 2020. Even though we acknowledge that the output gap 
remains negative and that any growth recovery is likely to be slow and prolonged, the MPC is 
expected to remain concerned about the significantly high CPI inflation. With inflation likely to 
remain 120-320 bps above the MPC’s comfort zone of 4% until November 2020, we believe that 
the MPC will find it difficult to ease its monetary policy further, especially given the risks of 
fiscal slippage. Persistently high headline inflation has meaningfully increased the probability 
of a shift in the policy stance from accommodative to neutral in the upcoming MPC meeting. 

WPI and CPI inflation in India (%) 

Source: CEIC, Kotak Economic Research 
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Exports continue to decline 
Trade deficit in December came in lower at US$11.25 bn as against US$12.1 bn in November 
and US$14.5 bn in December last year. December exports at US$27.4 bn implied a growth of -
1.8% against US$27.9 bn in December 2018. The major commodities which contributed towards 
the decline in exports were plastic and linoleum -18.7%, gems and jewelry -8.2%, leather and 
leather products -5.9%, organic and inorganic chemicals -5.1%, and petroleum products -4.2%. 
Exports have remained subdued in FY20 and December 2019 is the fifth straight month of 
export contraction. This may have a bearing on the overall economic growth. 

Meanwhile, imports witnessed growth of -8.8% to US$38.6 bn against US$42.4 bn in December 
2018. The key sectors registering negative growth in December were transport equipment -
30.1%, pearls, precious & semi-precious stones -12%, gold -3.9%, electronic goods -1.4%), and 
petroleum, crude and products -0.8%.  

During 9MFY20, exports declined 2% to $239billion, imports declined by 8% to $361 billion, 
leaving a trade deficit of $122 billion. 

Foreign trade for India in US $ bn 

Trade Balance Dec-19 Dec-18 YOY (%) Nov-19 MOM (%) 9MFY20 9MFY19 YOY (%) 

Exports 27.4 27.9 (1.8) 26.00  5.1  239 244 (2.1) 
Imports  38.6 42.4 (9.8) 38.10  1.3  361 292 19.1  
Trade Balance -11.2 -14.5 (29.5) -12.1 (8.0) -122 -48 60.7  

Source: Bloomberg, Ministry of Commerce 

Most high-frequency monthly indicators remain weak 
9MFY20, high frequency indicators suggest that economic activity has continued to remain 
weak due to a broad-based weakness in consumption and investment, even though there has 
been some pick-up in government spending. The recent corporate tax rate cut is unlikely to 
contribute substantially to growth in the near term as investments may remain on hold in the 
absence of demand. 

Key growth indicators (yoy, %) 

Industry Dec-18 Jan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 

Cement production 11.6  11.0  8.0  15.7  2.3  2.8  (1.7) 7.9  (4.9) (2.1) (7.7) 4.1  
Commerical vehicle sale (7.8) 2.2  (0.4) 0.3  (6.0) (10.0) (12.3) (25.7) (38.7) (39.1) (23.3) (15.0) (12.3) 
IIP Manufacturing 2.9  1.3  (0.3) 3.1  2.5  4.4  0.3  4.5  (1.7) (4.0) (2.3) 2.7  
Rail freight traffic 2.7  5.5  4.4  7.2  1.9  0.7  0.0  (1.3) (8.7) (11.2) (11.1) (2.8) (0.2) 
Steel production 6.6  1.6  3.7  3.7  0.4  3.3  5.6  3.4  3.5  2.5  1.0  0.5  
Airport passenger traffic 12.9  8.9  5.6  0.1  (4.4) 2.8  6.2  1.8  3.9  1.1  4.0  11.2  
Passenger Vehicle sales (0.4) (1.9) (1.1) (3.0) (17.1) (20.5) (17.5) (31.0) (31.6) (23.7) 0.3  (0.8) (1.2) 
Two wheeler sales (2.2) (5.2) (4.2) (17.3) (16.4) (6.7) (11.7) (16.8) (22.2) (22.1) (14.4) (14.3) (16.6) 

Source: CEIC, Kotak Institutional Equities 
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Disclosure/Disclaimer (Private Client Group) 
Kotak Securities Limited established in 1994, is a subsidiary of Kotak Mahindra Bank Limited. Kotak Securities is one of India's largest brokerage and distribution house.  

Kotak Securities Limited is a corporate trading and clearing member of BSE Limited (BSE), National Stock Exchange of India Limited (NSE), Metropolitan Stock Exchange of India Limited 
(MSE), National Commodity and Derivatives Exchange (NCDEX) and Multi Commodity Exchange (MCX). Our businesses include stock broking, services rendered in connection with 
distribution of primary market issues and financial products like mutual funds and fixed deposits, depository services and Portfolio Management.  

Kotak Securities Limited is also a depository participant with National Securities Depository Limited (NSDL) and Central Depository Services (India) Limited (CDSL). Kotak Securities Limited 
is also registered with Insurance Regulatory and Development Authority as Corporate Agent for Kotak Mahindra Old Mutual Life Insurance Limited and is also a Mutual Fund Advisor 
registered with Association of Mutual Funds in India (AMFI). We are registered as a Research Analyst under SEBI (Research Analyst) Regulations, 2014. 

We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered in last five years. However SEBI, 
Exchanges and Depositories have conducted the routine inspection and based on their observations have issued advise/warning/deficiency letters/ or levied minor penalty on KSL for 
certain operational deviations. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has our certificate of registration been cancelled 
by SEBI at any point of time.  

We offer our research services to clients as well as our prospects. 

This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. Persons into 
whose possession this document may come are required to observe these restrictions. 

This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report is not to be construed as an offer to sell or the 
solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of Kotak Securities Ltd. It does 
not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. 

We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable though its accuracy or completeness cannot be guaranteed. Neither 
Kotak Securities Limited, nor any person connected with it, accepts any liability arising from the use of this document. The recipients of this material should rely on their own investigations 
and take their own professional advice. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance. Certain 
transactions -including those involving futures, options and other derivatives as well as non-investment grade securities - involve substantial risk and are not suitable for all investors. 
Reports based on technical analysis centers on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may 
not match with a report on a company's fundamentals. 

Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in this material, 
there may be regulatory, compliance or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not 
predictions and may be subject to change without notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the 
recommendations expressed herein. 

Kotak Securities Limited has two independent equity research groups: Institutional Equities and Private Client Group. This report has been prepared by the Private Client Group.  

We and our affiliates/associates, officers, directors, and employees, Research Analyst(including relatives) worldwide may: (a) from time to time, have long or short positions in, and buy 
or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as 
a market maker in the financial instruments of the subject company/company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other 
potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of publication of Research Report or at the time of public 
appearance. Kotak Securities Limited (KSL) may have proprietary long/short position in the above mentioned scrip(s) and therefore may be considered as interested. The views provided 
herein are general in nature and does not consider risk appetite or investment objective of particular investor; readers are requested to take independent professional advice before 
investing. This should not be construed as invitation or solicitation to do business with KSL. Kotak Securities Limited is also a Portfolio Manager. Portfolio Management Team (PMS) takes 
its investment decisions independent of the PCG research and accordingly PMS may have positions contrary to the PCG research recommendation. Kotak Securities Limited does not 
provide any promise or assurance of favourable view for a particular industry or sector or business group in any manner. The investor is requested to take into consideration all the risk 
factors including their financial condition, suitability to risk return profile and take professional advice before investing. 

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their 
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report. 

No part of this material may be duplicated in any form and/or redistributed without Kotak Securities' prior written consent. 

Details of Associates are available on www.kotak.com 

1. “Note that the research analysts contributing to the research report may not be registered/qualified as research analysts with FINRA; and
2. Such research analysts may not be associated persons of Kotak Mahindra Inc and therefore, may not be subject to NASD Rule 2711 restrictions on communications with

a subject company, public appearances and trading securities held by a research analyst account
Any U.S. recipients of the research who wish to effect transactions in any security covered by the report should do so with or through Kotak Mahindra Inc. (Member FINRA/SIPC) and (ii)
any transactions in the securities covered by the research by U.S. recipients must be effected only through Kotak Mahindra Inc. (Member FINRA/SIPC) at 369 Lexington Avenue 28th Floor
NY NY 10017 USA (Tel:+1 212-600-8850).

Kotak Securities Limited and its non US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non US issuers,
prior to or immediately following its publication. This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such
an offer or solicitation would be illegal. This research report and its respective contents do not constitute an offer or invitation to purchase or subscribe for any securities or solicitation of
any investments or investment services. Accordingly, any brokerage and investment services including the products and services described are not available to or intended for Canadian
persons or US persons.”

Research Analyst has served as an officer, director or employee of subject company(ies): No

We or our associates may have received compensation from the subject company(ies) in the past 12 months.

We or our associates have managed or co-managed public offering of securities for the subject company(ies) in the past 12 months: No

We or our associates may have received compensation for investment banking or merchant banking or brokerage services from the subject company(ies) in the past 12 months. We or
our associates may have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company(ies) in
the past 12 months. We or our associates may have received compensation or other benefits from the subject company(ies) or third party in connection with the research report. Our
associates may have financial interest in the subject company(ies).

Research Analyst or his/her relative's financial interest in the subject company(ies): No

Kotak Securities Limited has financial interest in the subject company(ies) at the end of the month immediately preceding the date of publication of Research Report: No

Nature of financial interest is holding of equity shares or derivatives of the subject company.

Our associates may have actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date of publication of
Research Report.

Research Analyst or his/her relatives has actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date of
publication of Research Report: No.

Kotak Securities Limited has actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date of publication of
Research Report: No

By referring to any particular sector, Kotak Securities Limited does not provide any promise or assurance of favourable view for a particular industry or sector or business group in any 
manner. The investor is requested to take into consideration all the risk factors including their financial condition, suitability to risk return profile and take professional advice before
investing. Such representations are not indicative of future results.

Subject company(ies) may have been client during twelve months preceding the date of distribution of the research report. 

"A graph of daily closing prices of securities is available at https://www.nseindia.com/ChartApp/install/charts/mainpage.jsp
and http://economictimes.indiatimes.com/markets/stocks/stock-quotes. (Choose a company from the list on the browser and select the "three years" icon in the price chart)."
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Kotak Securities Limited. Registered Office: 27 BKC, C 27, G Block, Bandra Kurla Complex, Bandra (E), Mumbai 400051. CIN: U99999MH1994PLC134051, Telephone No.: +22 43360000, 
Fax No.: +22 67132430. Website: www.kotak.com/www.kotaksecurities.com. Correspondence Address: Infinity IT Park, Bldg. No 21, Opp. Film City Road, A K Vaidya Marg, Malad (East), 
Mumbai 400097. Telephone No: 42856825. SEBI Registration No: INZ000200137 (Member ID: NSE-08081; BSE-673; MSE-1024; MCX-56285; NCDEX-1262), AMFI ARN 0164, PMS 
INP000000258 and Research Analyst INH000000586. NSDL/CDSL: IN-DP-NSDL-23-97. Our research should not be considered as an advertisement or advice, professional or otherwise. The 
investor is requested to take into consideration all the risk factors including their financial condition, suitability to risk return profile and the like and take professional advice before 
investing. Investments in securities market are subject to market risks, read all the related documents carefully before investing. Derivatives are a sophisticated investment device. The 
investor is requested to take into consideration all the risk factors before actually trading in derivative contracts. Compliance Officer Details: Mr. Manoj Agarwal. Call: 022 - 4285 8484, or 
Email: ks.compliance@kotak.com.  

In case you require any clarification or have any concern, kindly write to us at below email ids: 

Level 1: For Trading related queries, contact our customer service at 'service.securities@kotak.com' and for demat account related queries contact us at ks.demat@kotak.com or call
us on: Toll free numbers 18002099191 / 1860 266 9191 

Level 2: If you do not receive a satisfactory response at Level 1 within 3 working days, you may write to us at ks.escalation@kotak.com or call us on 022-42858445 and if you feel you
are still unheard, write to our customer service HOD at ks.servicehead@kotak.com or call us on 022-42858208. 

Level 3: If you still have not received a satisfactory response at Level 2 within 3 working days, you may contact our Compliance Officer (Mr. Manoj Agarwal) at
ks.compliance@kotak.com or call on 91- (022) 4285 8484. 

Level 4: If you have not received a satisfactory response at Level 3 within 7 working days, you may also approach Managing Director / CEO (Mr. Jaideep Hansraj) at 
ceo.ks@kotak.com or call on 91-(022) 4285 8301. 
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