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A practical budget 

The Budget for 2017 has indicated the government’s continuous agenda to 
improve macros and maintain the fiscal discipline path. Further, this Budget 
highlights the government’s focus on curbing black money and improving the 
transparency in governance (political funding). The lower net borrowings and a 
clear vision to reduce the fiscal discipline is expected to keep the interest rates 
lower in the near term and increase the credibility of government policies. 
Moreover, the government has also refrained from the increasing the long term 
capital gain tax rates on equities. Overall, we see FY2018 Budget to be well 
disciplined and positive for the markets. 

Fiscal discipline to continue 

The FM has maintained the FY2017 fiscal deficit at 3.5% and has set a target of 
3.2% for FY2018. While this is slightly higher than the earlier target, we believe 
that government with this target has not succumbed to the populist demands, 
which emerged after demonetisation. Moreover, the continued focus on reducing 
the fiscal deficit while improving ease of doing business, transparency in 
governance and bringing bigger reforms will benefit the country. This will be seen 
positively by the foreign investors, and hence, India will continue to remain a 
preferred investment destination.  

Capital expenditure, Affordable Housing, rural sector remain in focus 

In FY2017, the capital expenditure exceeded the budget estimates, thus, indicating 
the focus to continue to remain on the improving the infrastructure. Further, the FM 
has announced 10.7% increase in the capital expenditure for FY2018, which will 
be spent on infrastructure (road and metros), which in our opinion will be positive 
for the economy. 

In view of the severe impact on the demonetisation on the rural sector, government 
has indicated of higher spending towards rural sector. Announcement of 5% cut in 
the tax rate for the MSME companies will benefit the small businesses with annual 
turnover of less than `50cr. One of the key budget highlights has been the 
Affordable Housing sector, which has been allocated `29,043cr, indicating a yoy 
growth of ~38%. The affordable Housing sector has also been awarded an 
infrastructure status, which will also benefit this sector. This extends the list of 
benefits announced for the affordable housing sector by the PM earlier.  

No negative surprise, positive for markets 

The budget did not carry any negative surprises such as change in the capital gain 
tax rates or security transaction taxes. The FM on the other hand cut the income tax 
rate from 10% to 5% on annual income between `2.5-`5 lakh, which will be 
positive for the consumption sector. 

Budget picks 

The higher focus on rural spending coupled with income tax exemption will 
provide a strong boost to consumption cycle, which would benefit sectors like 
FMCG (Marico, ITC, P&G), Automobile (Bajaj auto, Hero Motocorp, Maruti 
Suzuki), Consumer Durables (Bajaj Electricals), etc. The higher allocation towards 
Affordable Housing is expected to benefit the companies like Mahindra Lifespaces, 
Can Fin Homes, LIC Housing Finance, Dewan Housing, etc. The increased 
infrastructure spending will be a positive for L&T. 
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Exhibit 1: Budget 2017-18 at a glance 

 
                Budget (` crore)       YOY (%) 

 
FY16A FY17BE FY17RE FY18BE FY17RE FY18BE 

(A) Revenue Receipts 1,195,025 1,377,022 1,423,562 1,515,771 19.1 6.5 

Gross Tax Revenue 1,455,648 1,630,889 1,703,243 1,911,579 17.0 12.2 

Devolution to States/Trf to NCCD 512,329 576,788 614,451 684,565 19.9 11.4 

    
1) Tax Revenue (Net to Centre) 943,319 1,054,101 1,088,792 1,227,014 15.4 12.7 

    
a) Direct Taxes 741,945 847,098 847,097 980,000 14.2 15.7 

    
Income Tax 287,637 353,174 353,174 441,255 22.8 24.9 

Corporate Tax 454,308 493,924 493,924 538,745 8.7 9.1 

b) Indirect taxes 713,703 783,791 856,146 931,579 20.0 8.8 

Custom Duties 210,338 230,000 217,000 245,000 3.2 12.9 

Excise Duties 288,073 318,670 387,369 406,900 34.5 5.0 

Service Tax 211,414 231,000 247,500 275,000 17.1 11.1 

Others 3,878 4,121 4,277 4,679 10.3 9.4 

2) Non Tax Revenue 251,706 322,921 334,770 288,757 33.0 (13.7) 

    
Interest receipt 25,378 29,620 18,149 19,021 (28.5) 4.8 

Dividend and profits receipts 112,127 123,780 153,222 142,430 36.7 (7.0) 

Others 114,201 169,521 163,399 127,306 43.1 (22.1) 

    
(B) Capital Receipts 595,758 601,038 590,845 630,964 (0.8) 6.8 

3) Recovery of Loans 20,835 10,634 11,071 11,932 (46.9) 7.8 

4) Disinvestment 42,132 56,500 45,500 72,500 8.0 59.3 

5) Borrowings and Other Liabilities 532,791 533,904 534,274 546,532 0.3 2.3 

Total Receipt 1,790,783 1,978,060 2,014,407 2,146,735 12.5 6.6 

Revenue account 1,537,761 1,731,037 1,734,560 1,836,934 12.8 5.9 

    
Capital account 253,022 247,023 279,847 309,801 10.6 10.7 

    
Total Expenditure 1,790,783 1,978,060 2,014,407 2,146,735 12.5 6.6 

    
(E) Fiscal Deficit 532,791 533,904 534,274 546,532 0.3 2.3 

(F) Revenue Deficit 342,736 354,015 310,998 321,163
 

(G) Primary Deficit 91,132 41,234 51,205 23,454
 

GDP 13,567,192 15,065,010 15,075,429 16,847,455 11.1 11.8 

    
Fiscal Deficit (% of GDP) 3.93% 3.54% 3.54% 3.24% (39)bps (30)bps 

 

 Source: Budget Documents, Angel Research (Note RE: Revised Estimate, BE: Budget Estimate) 
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Exhibit 2: Key Fiscal Indicators (% of GDP) 

 
FY16A FY17BE FY17RE FY18BE

Gross Tax Revenue 10.7 10.8 11.3 11.3

Devolution to State 3.8 3.8 4.1 4.1

Net Tax to Centre 6.95 7.00 7.22 7.28

Direct Tax 5.47 5.62 5.62 5.82

Indirect Tax 5.26 5.20 5.68 5.53

Capital Receipt (ex borrowing) 0.46 0.45 0.38 0.50

Revenue expenditure 11.33 11.49 11.51 10.90

Subsidies 1.78 1.55 1.54 1.43

Total Capital Expenditure 1.86 1.64 1.86 1.84

Total Expenditure 13.20 13.13 13.36 12.74

Revenue Deficit 2.53 2.35 2.06 1.91

Fiscal Deficit 3.93 3.54 3.54 3.24

Primary Deficit 0.67 0.27 0.34 0.14
 

 Source: Budget Documents, Angel Research 

Budget Maths 

While the tax to GDP ratio would increase in FY2018E by 52 bps as compared to 
FY2016, the total expenditure as % of GDP would decline from 13.1% in FY16 to 
12.7% in FY18. In FY2017, government saw strong indirect tax collection (5.7% of 
GDP), which would come down by 15bps yoy by FY2018E. The benefit of higher 
excise duty collection seen in FY2017 will not be available in FY2018E. Besides, 
the non tax revenues would also decline in FY2018E, owing to the lower telecom 
receipts. As a result of this, total revenue receipts as % of GDP would come down 
by 62 bps in FY2018E. This would however, impact the total budget maths, and 
hence, government has accordingly reduced the expenditure indicating there is no 
fiscal stimulus. To bring down the fiscal deficit at 3.2% of GDP in FY2018E from 
3.5% in FY2017, the government has reduced the expenditure by 62bps as % of 
GDP. The government has to manage the finances very tightly and lower 
disinvestments may lead to fiscal slippages, and prove negative for the fiscal 
deficit.  

Fiscal discipline to be maintained 

The FY2018 budget envisages a fiscal deficit target of 3.2%. Earlier the 
government had set a fiscal deficit target of 3% for FY2018, however, in view of 
the slower growth; the government has relaxed this target by ~20bps to 3.2%. This 
has given the government additional funds of ~`41,000cr. The government 
expects to meet the FRBM target of 3% of GDP in next two years. The continued 
focus on the fiscal discipline is one of the main highlights of this budget, 
considering there was pressure on the government to take a populist approach 
since the last several months. This would have taken the government’s focus away 
from the fiscal discipline path. However, the government, while increasing the 
spending on social schemes as well as on capital expenditure, has maintained the 
fiscal discipline. This will be seen positively by the foreign investors, and hence, 
India will continue to remain a preferred investment destination.  

 



  

 
 

Union Budget 2017-18 Review

February 1, 2017 5

Exhibit 3: Tax Revenue 

 
Budget Est. Angel Est. Budget Est. Angel Est.

 
FY16RE FY16E (%) FY17BE FY17E (%)

Direct Taxes 7,52,021 7,64,576 (1.6) 8,47,097 8,56,325 (1.1)

Indirect taxes 7,07,590 7,10,727 (0.4) 7,83,791 8,67,087 (9.6)

Gross Tax Revenue 14,59,611 14,75,303 (1.1) 16,30,888 17,23,412 (5.4)

Devolution to States 5,12,103 5,19,306 (1.4) 5,76,787 5,85,960 (1.6)

Tax Revenue (Net to Centre) 9,47,508 9,55,996 (0.9) 10,54,101 11,37,452 (7.3)

Non-Tax Revenue 2,58,576 2,38,393 8.5 3,22,921 2,65,822 21.5

Revenue Receipts 12,06,084 11,94,389 1.0 13,77,022 14,03,274 (1.9)
 

 Source: Budget Estimates, Angel Research 

Widening tax base and higher tax compliance to boost direct tax 
collection  

Gross tax revenue for FY2018E is expected to grow by 12.2% yoy to `19.11 lakh 
crore. Among this, direct tax collection is expected to grow at 15.7% to `9.80 lakh 
crore v/s. `8.47 lakh crore in FY2017E. Income tax collection is expected to grow 
by 24.9% to `4.41 lakh crore. The strong growth in the income tax collection can 
be attributed to the widening tax base as well as higher tax compliance. The 
corporate tax collection is expected to be `5.39 lakh crore, growing by 9.1% yoy.  

FY2018E indirect tax collection to grow slower on higher FY2017 base  

The FY2017E indirect tax collection is likely to grow at 20% yoy to `8.56 lakh 
crore, thanks to the higher excise duty collection in the current fiscal. The periodic 
revision of retail petroleum prices and higher Infrastructure Cess boosted the 
indirect collection. In FY2018E, the indirect tax collection is likely to grow at 8.8% 
yoy to `9.32 lakh crore. The growth appears to be lower due to the strong 
collection in the FY2017E. In FY2017E, lower crude oil prices led to an increase in 
excise collection, however, with the rising crude oil prices, indirect collection is 
likely to grow slower in FY2018E. 

Telecom revenues rationalized 

The government is likely to receive 20% lower than budgeted telecom revenues in 
FY17 (actual revenues of `78,715 crore vs. budget estimate of `98,995 crore). In 
our budget preview, we had forecast of lower telecom revenue target for FY18E in 
view of weaker balance sheets of the telecom companies as well as hyper price 
war in the sector. In line with our expectation, the government has set a telecom 
revenue target of `44,342cr which we believe is achievable. 

Exhibit 4: Telecom revenue targets rationalized 

 
FY16A FY17BE FY17RE FY18BE

Telecommunication revenues 55,129 98,995 78,715 44,342
 

 Source: Budget documents, Angel Research 
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Disinvestment target appears higher   

On the divestment front, the government has set a target of `72,500cr.  We had 
estimated FY2018E disinvestment revenues at ~`40,000cr, lower than the budget 
estimates. The government has not been able to meet the disinvestment target over 
several years and for FY2017 too it has failed to meet the disinvestment target. For 
FY2018E, to achieve the disinvestment targets, government has planned to list the 
railways PSEs like IRCTC, IRFC, and IRCON. After the success of CPSE ETF in 
January 2017, government has indicated that it will continue to use ETF as a 
divestment vehicle and expects to launch another ETF with diversified CPSE stocks 
in 2017-18. 

Exhibit 5: Disinvestment Proceeds 

 
 Source: Company, Angel Research 

Emphasize on incremental capital expenditure and lower 
revenue expenditure 

The capital expenditure of government in FY2017 is expected to exceed the 
budgeted capital expenditure by 13.3% to `2.79 lakh crore. In view of the current 
economic scenario, the government has indicated of 10.7% yoy increase in capital 
spending to `3.10 lakh crore. The defense spending, which is likely to remain flat 
in FY2017E is expected to grow by 5.8% in FY2018E. The non defense capex grew 
by 22.4% in FY2017E and it is expected to grow by 12.7% in FY2018E. Total 
capital expenditure for FY2018E is expected to be `3.09 lakh crore, slightly higher 
than our estimate of `3.06 lakh crore. 

While increasing the capex, the expenditure on the revenue accounts is expected to 
grow by 6.6%, in sync with the 6.6% growth in the total government’s receipts. The 
expenditure on healthcare and education is expected to grow in double digits. 

The governments emphasize on maintaining the fiscal discipline can be seen in its 
total expenditure, where it has rationally increased capital expenditure and has 
slowed the revenue expenditure. The rise in capex is expected to provide a 
multiplier effect to the economy. The continued focus on the fiscal discipline will be 
positive for our economy, as it improves our macros. 
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Exhibit 6: Budget Expenditure 

 
Budget Est. Angel Est. Budget Est. Angel Est.

 
FY17RE FY17E (%) FY18BE FY18E (%)

Revenue Expenditure 1,734,560 1,732,630 0.1 1,836,934 1,831,461 0.3

Capital Expenditure 279,847 247,683 13 309,801 306,063 1.2

Total Budget Expenditure 1,734,560 17,78,300 1.7 1,836,934 20,66,396 0.4
 

 Source: Budget Documents, Angel Research 

Affordable Housing and rural sector gets more attention 

In view of the severe impact of the demonetisation on the rural sector, government 
has indicated of higher spending towards rural sector. Announcement of 5% cut in 
the tax rate for the MSME companies will benefit the small businesses with annual 
turnover of less than `50cr. One of the key budget highlights of the budget has 
been the affordable housing sector, which has been allocated `29,043cr, 
indicating a yoy growth of ~38%. The Affordable Housing sector has also been 
awarded an infrastructure status, which will also benefit this sector. This also 
extends the list of benefits announced by the PM earlier. 

Subsidy burden higher than estimates 

Total FY2018E subsidy burden is expected to be `2.72 lakh crore, v/s. `2.60 lakh 
crore in FY2017. This is mainly due to the slightly higher food subsidy of `1.45 
lakh crore in FY2018E v/s. 1.35 lakh crore in FY2017. Excluding this, the total 
subsidy remains flat for FY2018E on yoy basis. The petroleum subsidy continues to 
decline and has been kept at `25,000cr for FY2018.   

Exhibit 7: Subsidy Burden 

 
FY13 FY14 FY15BE FY15 FY16BE FY16A FY17BE FY17RE FY18BE

Major Subsidies 247,493 244,717 251,397 249,016 227,388 241,833 233,835 232,705 240,339

Fetiliser Subsidy 65,613 67,339 72,970 71,076 72,969 72,415 70,000 70,000 70,000

Food Subsidy 85,000 92,000 115,000 117,671 124,419 139,419 134,835 135,173 145,339

Petroleum Subsidy 96,880 85,378 63,427 60,269 30,000 29,999 29,000 27,532 25,000

Interest Subsidy 7,270 8,137 8,313 7,632 14,903 16,730 19,022 19,425 23,204

Other Subsidy 2,316 1,778 947 1,610 1,520 5,542 10,284 8,356 8,733

Total Subsidy 257,079 254,632 260,658 258,258 243,811 264,106 263,141 260,485 272,276
 

 Source: Budget Documents, Angel Research 
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Abolishment of FIPB indicates more liberalization  

The government has significantly relaxed FDI norms over the past two years. At 
present, more than 90% of the total FDI inflows have been through the automatic 
route. The Finance minister stated that as the FIPB has achieved its goals, it will be 
abolished in 2017-18. A roadmap for the abolition of the FIPB will be announced 
over the next few months. Further, liberalisation of the FDI policy is under 
consideration by the govt. and announcements will be made in due course. This, 
we believe will be positive for the markets as this further increases probability of 
attracting more FDIs in other sectors as well. 

Exhibit 8: Probable beneficiary sectors 
Sector Under Automatic Route Under Govt. Route

Defence Upto 49% 49%+ or a case by case basis

Cable networks, DTH Upto 49% 49%+

FM Radio - 49%

Print Media - 26%
Other print media (journals, 
magazines etc) 

- 100%

Satellites - 100%
Single Brand Product retail 
trading 

Upto 49% 49%+

Multibrand - 51%

Banking pvt Upto 49% 49% to 74%

Banking PSU 20%

Pharma 100% for greenfield 100% for brownfield
 

 Source: Angel Research 

Relaxation of Tax rates – positive for consumption  

The government has taken a calculated approach to reduce the income tax rate of 
10% to 5% for the income upto `5 lakh. This is likely to benefit the consumption 
sector. While announcing this benefit, the government has not changed the tax 
rates applicable to the higher income bracket.  

Moreover, in order to further make the small enterprises more competitive the 
government has reduced the tax rate to 25% v/s. 30% for entities having revenue 
of upto `50cr. This will help in removing some distress from the MSME sector. 
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Sectoral Impact 
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Automobile Positive 

Announcement 

 The Income tax rate cut from 10% to 5% for individual 
tax payers earning under 5 lakh per annum. 

 Provision of `51,026cr for Agriculture and Farmers 
Welfare with higher allocation of `48,000cr under 
MGNREGA (previous year MGNREGA allocation was 
`38,500cr) 

 
 

 
 

Impact 

 This is likely to create a positive sentiment among first 
time buyers for entry level and small cars 

 Rural development initiatives are likely to boost income 
levels and the same would be positive for OEMs having 
strong rural presence such as Mahindra & Mahindra, 
Hero Motocorp, TVS Motors and Escorts 

 
 

  
 

While there is no direct announcement for the Auto sector, the lowering of tax rate for individuals and higher allocations to rural 
sector should indirectly help the two wheeler manufacturers and four wheeler manufacturers like Maruti and M&M. Further the 
maintaining of fiscal deficit will ensure lower interest rate regime and help the sector. 

The Budget is Positive for the Automobile sector. 
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Banks & Financial Services (BFSI) Positive 

Announcement 

 The government has proposed an allocation of 
`10,000cr towards recapitalisation of public sector 
banks. Additional allocation will be provided, as per 
requirement.  
 

 The fiscal deficit in RE 2016-17 and BE 2017-18 have 
been retained at 3.5% and 3.2% of GDP respectively. 

 

 Listing and trading of Security Receipts issued by a 
securitization company or a reconstruction company 
under the SARFAESI Act will be permitted in stock 
exchanges. 

 
 

 Increase in allowable provision for Non-Performing 
Asset from 7.5% to 8.5% 

 Higher allocation for Affordable Housing. 
 
 

 
 

 
 

Impact 

 While the allocation has been as per the Govt’s plan, we 
feel that the budgeted amount would fall short of the 
bank’s requirements. 
 
 

 This will result in avoiding aggressive borrowing by 
Govt, and bond yield will remain soft, allowing benign 
interest rates in the quarters to come. 

 Banks will get an option to exit the unsold portion of the 
bad loans that are held as security receipts (SR) on their 
books. 

 Will improve capital flows into the securitization industry 
and will particularly be helpful for dealing with banks 
NPA. Positive for PSU Banks. 

 This will be marginally positive for banks, as it will 
reduce tax liability to some extent. 

 Positive for Dewan Housing, LIC Housing Finance and 
Can Fin Homes. Also positive for private sector banks 
with a retail focus. 

 
 

  
 

The Budget is Neutral for banks and Positive for NBFCs/HFC. On the negative side, the recapitalisation amount has fallen short of 
expectations and no concrete plans have been announced to control the stress in the system. However, on the positive side, higher 
allocations to infrastructure and Affordable Housing (PMAY) will allow banking sector to deploy liquidity in relatively safe housing 
sector. Further, Listing and trading of Security Receipts issued by a securitization company or a reconstruction company under the 
SARFAESI Act will improve capital flows into the securitization industry and will be supportive to deal with bank’s NPA. The 
government has retained its fiscal deficit target at 3.5% for FY2017 and envisages 3.2% for FY2018 of GDP. Adherence to deficit 
target is a positive for the bond market and Fiscal prudence will ensure lower interest rates in the quarters to come.  
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Capital Goods Neutral 

Announcement 

 Higher capital outlay to Defence by 8.4% to `90,043cr. 
 
 
 

 Higher allocation towards Metro Rail Projects by 14.6% 
to `18,000cr. 
 
 

 Allocation to Railways has been increased by 19.6% to 
`55,000cr as against the allocation last year  of 
`46,155cr 

 
 

 
 

Impact 

 Although total outlay has only increased by 8.4% but the 
core capex is higher by 20.6% to `86,488cr and 
miscellaneous has witnessed sharp decline of 68.5% to 
`3,575cr. Positive for BEL. 

 Increased allocation towards the Metro Projects by 
14.6% to `18,000cr for FY2017RE, also New Metro Rail 
Act will be enacted under existing framework. Positive for 
BEL & BEML. 

 Positive for Titagarh Wagons, Texmaco & Alstom India. 
 
 

 
 

  
 

The Union Budget for 2017-2018 is Neutral for the Capital Goods sector. Government has increased the allocation towards the 
Metro Rail projects and Defence will give further fillip to the companies in the sector.  Budget will be positive for companies like 
BEL, BEML, Siemens, Titagarh Wagons, Texmaco & Alstom India. 

The Budget is Neutral for the Capital Goods sector.      

 

Cement Positive 

Announcement 

 Higher allocation for Infrastructure, increased thrust on 
Affordable Housing. 

 Allocation for Infrastructure hiked by 10.7%. 

 Allocation for Housing increased by 24.7%. 

 
 

 
 

Impact 

 Positive for cement producers with pan India presence 
like Ultratech Cement 

 
 
 

 
 

  
 

The budget is positive for the cement sector. While there is no direct announcement for the cement companies, we believe that the 
highest ever allocation for the infrastructure sector (`2.41 lakh cr) in itself is a big positive. Other key positives for cement sector 
are - (1) higher allocation to the NDA government flagship schemes (PMAY, AMRUT, Smart City), which is higher by ~25% to  
~`38,043cr (out of which PM Awas Yojana - Rural gets `23,000cr). The government plans to build 1 crore houses by 2019 for 
those living in 'Kachha' houses; (2) Affordable Housing will be given infra status. All these measures will ensure steady volume 
growth for cement companies.  
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FMCG Positive 

Announcement 

 Effective excise rate hike of ~6% across various  lengths 
of cigarettes. 

 

 

 

 Existing rate of taxation for individual assesses between 
income of `250,000 to 500,000 reduced to 5% from the 
present rate of 10%. 

 MGNREGA allocation has increased from `38,500cr in 
FY2017 to `48,000cr in FY2018. 
 
 

 Reduction in Basic Customs Duty on Medium Quality 
Terephthalic Acid (MTA), Qualified Terephthalic Acid 
(QTA) and o-Xylene to 5% and 0% respectively. 

 
 

 
 

Impact 

 A hike on cigarettes was expected. However, the hike in 
excise duty was lower than estimates (an increase of  
8-10% was expected). In our view, cigarette 
manufacturers would pass on the hike in excise duty to 
consumers. Thus, we expect the impact to be positive  
on companies like ITC, VST Industries and Godfrey 
Phillips. 

 It will leave more money in the hands of consumers, 
which would boost the demand for FMCG companies. 

 This will be positive for the FMCG sector, as it will 
increase the disposable incomes in the hands of rural 
households. Positive for FMCG companies like HUL, 
Dabur, Marico, etc. 

 A reduction in Basic Customs Duty on certain raw 
materials is expected to have a positive impact on 
companies in the paints segment such as Asian Paints. 

 
 

  
 

The FMCG Sector has much to cheer for in this Budget. There has been an increase in government spending on rural India across 
many schemes involving agriculture, irrigation and social schemes. This in turn is expected to boost the rural consumption. Further, 
urban consumption is also expected to rise on the back of reduced income tax in this Budget. On the whole, we expect this Budget 
to be Positive for the FMCG sector. 
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Infrastructure Positive 

Announcement 

 Higher allocation towards the Roads & Highways sector 
up ~12% yoy to `64,900cr (v/s our expectation of 
`63,774cr). Total investment in the Roads sector 
(including PMGSY with states contribution) is envisaged 
at `91,900cr. 

 `900cr allocated to the Sagarmala & Inland Water 
Transport projects. 

 
 Increased allocation towards the Metro Projects by 

14.6% to `18,000cr for FY2017RE, also New Metro Rail 
Act will be enacted under existing framework. 

 Airports in Tier II cities will be taken up for operation and 
maintenance in PPP mode. 

 
 

 
 

Impact 

 Positive for Road EPC players like KNR Constructions, 
Sadbhav Engineering, IRB Infra & J Kumar Infra project  

 
 

 
 Positive for EPC players like MBL Infrastructure and 

others focused on inland waterways projects like 
Mercator & Dredging Corp. 

 Positive for the BEL and the infra developers like L&T, J 
Kumar Infra & ITD Cementation. 

 
 Positive for airport development companies like GMR & 

GVK. 

 
 

  
 

The Union Budget for 2017-2018 is Positive for the Infrastructure sector. Total capital outlay of `2.41Lakh cr higher by 10.7% from 
the previous budget on transportation (incl. Railways, Roads & highways & shipping) will keep the thrust ongoing for the 
infrastructure sector and boost the road & highway projects. The companies with the good execution track record like KNR 
Construction, Sadbhav Engineering, J Kumar Infrastructure projects and IRB Infrastructure Developer will be benefited. Also the 
increased allocation towards the metro projects will be positive for EPC players like L&T, J Kumar Infrastructure Projects & ITD 
Cementation.  

The Budget is Positive for the Infrastructure sector. 
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Information Technology Neutral 

Announcement 

 A lot of measures announced on digitalization.  
 

 In order to allow companies to use MAT credit in future 
years, it has been proposed in the Budget to allow carry 
forward of MAT upto a period of 15 years instead of 10 
years at present.  

 
 

 
 

Impact 

 Though not directly, it will benefit the IT companies in 
the long run.  

 Will benefit the companies in the IT sector, however, the 
companies we track do not avail MAT. 

 

 
 

  
 

Overall, the Budget is Neutral for the sector, as no major announcements came in which directly impact the Industry.  

 

Metals & Mining Neutral 

Announcement 

 Basic custom duty on Nickel reduced from 2.5% to NIL. 
 

Basic custom duty on Hot Rolled Coils for use in the 
manufacture of welded tubes and pipes reduced from 
12.5 to 10%. 

 Rise in allocation to infra space. 
 

 
 

 
 

Impact 

 Marginally Positive for Stainless steel producers like 
Jindal Stainless (Hisar). 

 Positive for steel tubes manufacturers. 
 
 

 Marginally positive for steel producers, as it would lead 
to incrementally better demand for steel. 

 
 

  
 

In the last couple of years, the government had already taken multiple measures to protect domestic steel business from cheap 
import glut from China, Japan and Korea. The measures taken are - safeguard duty, Implementation of BIS (Bureau of Indian 
Standards) norms mandatory on steel products and minimum import price. Hence, we were expecting the Budget to be broadly 
neutral for the sector. In-line with our expectations, there weren’t any significant measures announced for the steel sector. 

However, the metal sector should benefit from the government’s thrust on the infrastructure sector and Affordable Housing. 

The Budget is Neutral for the Metal & Mining sector.  
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Oil & Gas Neutral 

Announcement 

 Reduction of Basic custom duty on Liquefied Natural Gas 
(LNG) from current 5% to 2.5%. 

 
 

 
 

Impact 

 Positive for GAIL, Petronet LNG, Mahanagar Gas, 
Indraprastha Gas and Gujarat Gas 

 
 

  
 

Overall, the Budget was Neutral for the energy sector. A key announcement in the Budget was the merger of Indian state oil 
companies to create a global behemoth. This step is primarily taken to create an integrated public sector ‘oil major’ which will be 
able to match the performance of international and domestic private sector oil and gas companies. Secondly, a creation of two 
more strategic oil reserve projects to strengthen the energy security of the nation. Finally, reduction in basic customs duty on LNG 
from 5% to 2.5%, should improve the usage of LNG.   

 
Pharmaceutical Negative 

Announcement 
 In order to allow companies to use MAT credit in future 

years, it has been proposed in the Budget to allow carry 
forward of MAT upto a period of 15 years instead of 10 
years at present.  

 Ministry of Health and Family Welfare allocation 
increased from `48,853cr v/s `39,688cr in FY2017. 

 The Budget suggested an amendment of Drugs & 
Cosmetic rules for use of generic drugs at reasonable 
prices. Medical devices also to be included under price 
control. 

 Foreign Investment Promotion Board or FIPB, is being 
abolished. 

 
 

 
 

Impact 
 Positive for the sector, as many companies avail the 

benefits of the same. 
 
 

 Positive for the sector 
 

 If prices of the drugs go down significantly, pharma 
companies would be impacted depending upon the 
scope and nature of price cuts. 
 

 Will encourage foreign investments in the sector.  
 

 
 

  
 

The pharmaceutical sector which was not running high on expectations got a positive boost in the form of MAT period extension, 
along with the increased government allocation for the sector. However, the negative caveat came in the form of possibility of 
amending the Drugs & Cosmetic rules, which intends to bring down the prices of the drugs. Thus, if the provisions of this nature 
are carried on, and cover the entire industry (currently the scope and the nature of the amendment is not clear), it will negatively 
impact all the companies, however, the degree of the impact would vary depending upon the exposure of the companies to the 
domestic markets.  
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Real Estate Positive 

Announcement 

 Infrastructure Status to the Affordable Housing. 
 
 
 
 

 Amendments to previous budgets: 

1. Instead of built up area of 30 and 60 sq mt, the 
carpet area for same will be counted in Affordable 
Housing 

2. Earlier 30 sq mt was applicable to the metros along 
with 25 km outside its periphery, now 30 sq mt is 
only applicable to metros 

3. In order to be eligible, the scheme had to be 
completed in 3 years after commencement, which 
has been extended to 5 years 

 Increased allocation to Affordable Housing by 24.8% to 
`38,043cr. 
 

 Long term Capital gain tenure to reduce from 3 years to 
2 years on the immovable properties for Real estate 
developers. 

 Tax on notional rental income. 
 
 

 
 

 
 

Impact 

 Infrastructure Status to companies in affordable housing 
will reduce the cost of funds, which will boost the 
launches in this space. Positive for players like Ashiana 
Housing, HDIL, Brigade Enterprise, Prestige Estate 
Projects & Mahindra LifeSpaces. 

 Shift from build up to the carpet area will give 30-40% 
jump in area under consideration in Affordable 
segment, which will help qualify more projects in the 
same. Also increase in tenure for completion from 3 to 5 
years from commencement date to avail the benefits of 
100% deduction for profits will attract more investment 
in Affordable segment. 

 
 
 

 Increased allocation towards PMAY by 38.6% to 
`29,043cr including rural & urban and towards AMRUT 
& Smart Cities outlay of `9,000cr. 

 Positive for developers 
 
 

 Finished inventory will attract tax on notional rental 
income after one year of getting completion certificates, 
is negative for the developers 

 
 

  
 

The Union Budget for 2017-2018 is Positive for the Realty sector. Changing definition of Affordable Housing from build-up area to 
carpet area will give much required boost to the realty sector, as now most of projects will fall under the umbrella of the affordable 
housing outside the periphery of the metros and increased tenure to avail the benefit of 100% deduction is huge positive for realty 
sector as a whole. Budget is positive for Ashiana Housing, Kolte Patil, Brigade Entreprise, Prestige Estate projects & Mahindra 
Lifespaces. Although it is positive for Ashiana Housing & Kolte Patil Developer, but the stocks have moved up substantially on the 
Budget day, Hence, near term upside might be capped.  

The Budget is Positive for the Realty sector.  
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Miscellaneous 

Agriculture Positive 

Announcement 

 An addition of `20,000cr will be made to NABARD Long 
Term Irrigation Fund. 

 

 
 

Impact 

 Irrigation players like Shakti Pumps, Jain Irrigation and 
EPC Industries will stand to benefit. 

 

  
 

 
Chemicals Positive 

Announcement 

 Reduction in Customs Duty on 2-Ethyl Anthraquinone 
from 7.5% to 2.5%. 
 

 

 
 

Impact 

 This reduction in duty will result in lower costs of 
production for Hydrogen Peroxide. This will be Positive 
for companies like Gujarat Alkalies & Chemicals 

 

  
 

 
Dairy Positive 

Announcement 
Dairy Processing and Infrastructure Development Fund to 
be set up in NABARD with a corpus of `2,000cr and will 
be increased to `8000cr over 3 years. 

 

 
 

Impact 

 This will be Positive for the dairy companies like Parag 
Milk Foods, Umang Dairies, Prabhat Dairy, etc. 
 

 

  
 

 
Education Positive 

Announcement 
 Allocation of `4000cr for Skill Acquisition and 

Knowledge Awareness for Livelihood Promotion 
programme, which would provide market relevant  
training to 3.5cr youth. 

 

 
 

Impact 

 This will be Positive for companies providing skill and 
development training. These include MT Educare and  
NIIT amongst others. 
 

 

  
 

 
Footwear Positive 

Announcement 

 Customs duty on tanning extracts reduced from 7.5% to 
2.5% 

 

 
 

Impact 

 This  will be positive for companies making leather 
footwear such as Mirza International 
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Jewellery Negative 

Announcement 

 No transaction above `3,00,000 would be permitted in 
cash, subject to certain exceptions. 

 
 

 
 

Impact 

 This will be Negative for Jewellery companies which 
mostly deal in cash transaction with lower ticket size . 

 
 

  
 

 
Renewable energy Positive 

Announcement 

 Reduction in Basic Customs Duty and Countervailing 
Duty from 10-7.5% to 5% and 12.5% to 6% for fuel cell 
components. 
 
 

 Government is targeting additional 20,000 MW Solar 
Park. 
 

 Reduction in Customs Duty on Solar tempered glass from 
5% to Nil. 
 

 Reduction in Customs Duty on Resin and catalyst for use 
in the manufacture of cast components for Wind 
Operated Energy Generators from  7.5% to 5% and also 
Countervailing Duty and Special Additional Duty have 
been reduced to Nil 

 
 

 
 

Impact 

 Reduction in customs duty on fuel cell components is a 
positive for the companies engaged in power generation 
from renewable sources. Thus, we expect the impact to 
be Positive on companies like Ujaas Energy, INOX Wind 
etc. 

 This will be Positive for companies which are engaged in 
solar power plant operation business, and manufacturing 
and sale of solar power system like Ujaas Energy. 

 This will reduce the cost of manufacturing for solar 
cells/panels/modules. This will benefit companies like 
Ujaas Energy. 

 This will be Positive for companies which are engaged in 
wind power plant operation business, and manufacturing 
and sale of wind power system like Inox Wind. 
 
 

 
 

  
 

 
Textile Positive 

Announcement 

 Custom duty on nylon mono filament yarn reduced from 
7.5% to 5%. 

 
 

 
 

Impact 

 This  will be Positive for companies which are making 
fishing net such as Garware-Wall Ropes. 

 
 

  
 

 

 
 
 
 
 



  

 
 

Union Budget 2017-18 Review

February 1, 2017 20

  Research Team Tel: 022 - 39357800                    E-mail: research@angelbroking.com                     Website: www.angelbroking.com 

DISCLAIMER 

Angel Broking Private Limited (hereinafter referred to as “Angel”) is a registered Member of National Stock Exchange of India Limited, 
Bombay Stock Exchange Limited and Metropolitan Stock Exchange Limited. It is also registered as a Depository Participant with CDSL 
and Portfolio Manager with SEBI. It also has registration with AMFI as a Mutual Fund Distributor. Angel Broking Private Limited is a 
registered entity with SEBI for Research Analyst in terms of SEBI (Research Analyst) Regulations, 2014 vide registration number 
INH000000164. Angel or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing 
/dealing in securities Market.  Angel or its associates/analyst has not received any compensation / managed or co-managed public 
offering of securities of the company covered by Analyst during the past twelve months. 

This document is solely for the personal information of the recipient, and must not be singularly used as the basis of any investment 
decision. Nothing in this document should be construed as investment or financial advice. Each recipient of this document should 
make such investigations as they deem necessary to arrive at an independent evaluation of an investment in the securities of the 
companies referred to in this document (including the merits and risks involved), and should consult their own advisors to determine 
the merits and risks of such an investment. 

Reports based on technical and derivative analysis center on studying charts of a stock's price movement, outstanding positions 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. Investors are advised to refer the Fundamental and Technical Research Reports available on our website to evaluate the 
contrary view, if any. 

The information in this document has been printed on the basis of publicly available information, internal data and other reliable 
sources believed to be true, but we do not represent that it is accurate or complete and it should not be relied on as such, as this 
document is for general guidance only. Angel Broking Pvt. Limited or any of its affiliates/ group companies shall not be in any way 
responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. 
Angel Broking Pvt. Limited has not independently verified all the information contained within this document. Accordingly, we cannot 
testify, nor make any representation or warranty, express or implied, to the accuracy, contents or data contained within this document. 
While Angel Broking Pvt. Limited endeavors 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.  

This document is being supplied to you solely for your information, and its contents, information or data may not be reproduced, 
redistributed or passed on, directly or indirectly. 

Neither Angel Broking Pvt. Limited, nor its directors, employees or affiliates shall be liable for any loss or damage that may arise from 
or in connection with the use of this information. 

 



  

 
 

Union Budget 2017-18 Review

February 1, 2017 21

 




