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Pre Budget Expectations 2018-19  

The Union Budget for FY2018-19 will be presented in Parliament on 
February 01, 2018.  This is going to be the fifth and last full budget of the 
NDA Government before 2019 general elections. Despite that, the 
budget is unlikely to be populist as the main challenge before the 
Government is to support a growth recovery via fiscal consolidation. 
While space is limited for major surge in Government spending, schemes 
like MNREGA, interest subsidy for crop loans, rural and affordable 
housing, fertilizer subsidy and allocation to rural economy are expected 
to be major focus areas. 
 

Since this Budget is the last full budget before 2019 election, it is 
imperative that growth initiating measures expected to be announced to 
see that Indian core issues of unemployment and rising aspirations are 
met. Moreover, as BJP's performance in the recently concluded Gujarat 
state election was not up to their own satisfactory level, populist 
measures are the demand of the hour. However, the Government’s two 
structural reforms i.e. demonetization and GST has seemingly taken a 
toll on the country's economic progress and affected consumer and 
business sentiment. Further, with higher crude prices and uncertain 
revenue collections post GST implementation, the Government's 
challenge on the fiscal front is only accelerating.  
 

Nonetheless, we expect a few measuresin agriculture, rural, 
employment, Infrastructure and socio economic sector to take         
centre-stage in the upcoming Budget. Some incentives are also expected 
in tourism sector.  
 

On the rural front, the Government already has a stated objective of 
doubling farmer income by 2022. The Government’s goal of doubling 
farm incomes can only be achieved through a holistic approach to the 
sector including the allied farm activities such as horticulture and animal 
husbandry. Concerted effort to introduce measures to boost crop yields, 
promote mechanization, rationalize farm sizes, increase allocation to 
irrigation programs and reiterate the importance of the farm insurance 
scheme are expected from the budget. This fiscal year led to widespread 
concerns about rural distress as farm incomes declined sharply on fall in 
food prices. We would also expect some focus on food inflation related 
measures such as incentivizing cold chain storage infrastructure, etc. 
which could help alleviate the considerable volatility seen in perishable 
food items. 
 

On the job creation front, the Government may announce an outline of 
a comprehensive road map for creation of quality jobs across sectors. 
 

In conclusion, it will be interesting to see how the Government is 
balancing the political anxiety (in terms of more populist measures) 
before the election and fight against higher deficit in the upcoming 
budget.  

PREFACE 
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Pre Budget Expectations 2018-19  

Recent domestic and global developments and ongoing results season have increased our confidence in FY2018-
19 growth revival. Growth of real gross value added (GVA) accelerated sequentially in Q2 of FY2017-18, after five 
consecutive quarters of deceleration. GVA growth accelerated to 6.1% YoY in Q2 of FY2017-18 against 5.6% YoY 
in the previous quarter. The OECD leading indicator for India has started to move up, indicating better growth 
ahead. IMF in its latest update forecasts a growth rate of 7.4% and 7.8% for FY2018-19 and FY2019-20 
respectively. High frequency data like Auto sales numbers, Manufacturing PMI Survey, Core Sector growth also 
points towards the recovery.  
 
On the deficit front, undoubtedly retaining fiscal deficit target at 3.2% of GDP in FY2017-18 would be very tough 
for the Government. After the launch of GST, the 
first few months witnessed robust collections 
which have declined thereafter.  
 
An additional pressure on the fiscal math is 
arising on account of rise in crude prices. 
Government’s announcement in December 2017 
to borrow an additional INR50,000 crore led to 
fears of a significant fiscal slippage. The 
additional borrowing has now been lowered to 
INR20,000 crore. Moreover, higher than 
estimated disinvestment receipt is also likely to 
give some respite. 
 
According to the fiscal roadmap; the Government 
aims to achieve a fiscal deficit target of 3.0% of GDP by FY2018-19. We believe that the Government is 
committed to fiscal consolidation and any slippage will be minor. We expect GST collections to improve in the 
second half of FY2018-19, once tax return filing normalizes. Additionally, RBI dividend should normalize in 
FY2018-19. In order to raise revenues, the Government may look at disinvestment. The Government’s effort to 
privatize Air India could be a major signal of its intent of disinvestment. As a whole, we may see some 15-20 basis 
points slippage in fiscal deficit target for FY2018-19 due to higher expenditure in social front but it would likely 
be in line with broader discipline and growth revival.  

Growth revival via fiscal consolidation-Challenge for the Government  
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Pre Budget Expectations 2018-19  

Given that the Government has announced Bharatmala, Saubhagya and Sagarmala schemes over the years, a 
significant allocation and road map for implementation for these infrastructure projects will be part of this 
budget. Through these projects, the Government would like to increase its spending on capital expenditure, 
to push for growth and employment. 
 

On the agricultural front, implementation of the Direct Benefit Transfer scheme on fertilizer subsidies is 
expected from the budget which will ease burden on farmers.   
Allocation of farm credit is also likely to be higher than that of the previous budget.   
 

Allocation for rural road development scheme known as Pradhan Mantri Gram Sadak Yojana (PMGSY) is also 
expected to increase in FY2018-19 budget.  
 

Rural distress is a big topic of discussion right now. Various state Governments have already announced loan 
waivers to farmers to deal with the burgeoning situation. Therefore, it is likely that the Central Government 
will announce some relief and increase expenditure for the agriculture and rural sectors.  
 

The Government is likely to announce an outline of a comprehensive road map for creation of quality jobs 
across sectors through economic, social and labour policy interventions and introduce reforms to attract 
enterprises and help medium and small scale industries, which are major job providers. The Budget is 
expected to provide fiscal support to units that create additional employment in the export sector. Job 
creation incentives or other indirect benefits to Textile, Gems and Jewellery are also expected form the 
budget.  
 

As the Small and Medium enterprises (MSME) segment is considered to be one of the biggest sectors for job 
creation, new initiatives and exemptions are expected to announce in this budget. The sector demands 
reduce interest rates and easier financing options and also the removal of the Minimum Alternative Tax 
(MAT). 
 

Acceleration in Revenue Receipts likely 
 

Revenue receipts are estimated to rise by around 8% in FY2018-19 on account of improvement in direct tax, 
indirect tax and non‐tax revenue (higher disinvestment and increase in dividend from RBI).  
 

As outlined by finance minister Arun Jaitley, during the Union Budget FY2015-16, corporate taxes were to be 
brought down in a phased manner from 30% to 25% and there would also be a phased elimination of 
exemptions. Since then, in the Union Budget FY2017-18, the finance minister has cut the corporate tax rate 
for smaller companies with annual turnover up to INR50 crore to 25% from 29% earlier. However, for larger 
domestic companies, the corporate tax rate presently remains at 30% (plus surcharge and education cess as 
applicable). There could be some reduction in corporate tax in the current budget for large corporate.  
 

On the indirect tax front, with implementation of GST, the scope of the Union Budget has reduced, since 
decisions are now made in the GST council. Since the Government is keen to bring retail fuel (Petroleum, 
Diesel) under GST, no major changes should be expected. There may be some changes in custom duties. 
 

Emphasis on Infrastructure & Other rural Schemes  
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Pre Budget Expectations 2018-19  

Fiscal Deficit Estimation for FY2017-18 & FY2018-19  

Source: Budget Document, SIMFS Research  

Government Accounts 
FY17-18  

BE 
FY2017-18  

SME 
FY2018-19  

SME 

Revenue Receipts 15158 15104 16200 

Tax Revenue (net) 12270 12450 13450 

Non-Tax Revenue 2888 2654 2750 

Capital Receipts 6310 6465 6938 

Recoveries of loans 119 119 119 

Other Receipts including Disinvestment 725 725 750 

Borrowing and other liabilities 5465 5621 6069 

Total Receipts  21467 21569 23138 

Scheme Expenditure 9451 9552 10560 

Revenue Account 6741 6842 7710 

Capital Account 2710 2710 2850 

Non-Scheme Expenditure 12017 12017 12578 

Revenue Account 11629 11629 12190 

Interest Payment 5231 5231 5012 

Capital Account 388 388 388 

Total Revenue Expenditure 18369 18471 19900 

Total Capital Expenditure 3098 3098 3238 

Total Expenditure  21467 21569 23138 

Fiscal Deficit  5465 5621 6069 

as a % of GDP  3.2 3.4 3.2 

GDP at market price 168475 166276 187065 
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Sectoral             
Expectations 
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Pre Budget Expectations 2018-19  

Agriculture  

Expectations Impact 

Centre may Increase Agriculture Credit Target by 1 Lakh Crore to 11 Lakh 
Crore since credit is essential to increase farm output. 

Positive for agricultural 
companies like Kaveri  Seed, Nath 

Bio as well as fertiliser or crop 
protection companies such as 

GNFC, RCF, UPL, Rallis India, NACL 
industries etc. 

Centre may lay out roadmap on how to double farmers income by  
FY22-23 

Centre is not able to ensure procurement across all crops at promised 
MSPs. In this context e-NAM was introduced in 2016. In this budget it is 
expected that Centre will announce measures to develop e-NAM. 

Direct Benefit Transfer will be rolled out on a national basis but the 
fertiliser subsidy is unlikely to see a sharp rise. 

Expectations Impact 

India is currently the fastest-growing domestic aviation market. The 
government is expected reduce excise duty on ATF as the crude prices 
accounts for more than 40% of the total cost. 

Positive for companies like 
Interglobe Aviation Ltd, SpiceJet 
Ltd, Jet Airways Ltd. This is also 
positive for players in airport 

infrastructure like GMR 
Infrastructure Limited, Reliance 

Infrastructure Ltd . 

The government is expected to invest in airport infrastructure as there are 
many un-served and under-served airports in the country. The most 
remarkable aspect about the domestic aviation sector is the gap between 
passenger growth and capacity growth. The Government can also provide 
tax incentive to the airlines for capacity growth. 

The government is also expected to offer tax incentives to India’s 
maintenance, repair and overhaul (MRO) industry which will result in 
lower cost to the Indian aviation players. 

Aviation 

Auto & Auto Ancillary 

Expectations Impact 

Facing an uphill challenge with the rapid technology shifts, the industry 
needs to invest heavily in R&D. An increase in weighted deduction of 
R&D investments will provide additional resources to the industry. The 
government might also consider further investments in automotive 
testing, validation and safety. 

Positive for Mahindra & 
Mahindra, Ashok Leyland, Minda 

Corporation Limited, Subros,  
Rane Holdings etc 

The automotive industry wishes for fewer GST slabs for vehicles and 
streamlining of compliance processes. Automotive component GST rates 
may be standardized to 18%. 

The government’s commitment to promote e-mobility may be supported 
through the Budget by lowering the GST rate on Battery Electric vehicles 
(BEV) to 5%. GST rates and import duty for BEV components can also be 
reduced to encourage domestic manufacturing and localization of this 
segment. 

Rebate on Income Tax for consumer adopting electric vehicles 
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Pre Budget Expectations 2018-19  

Expectations Impact 

Building a roadmap for recap of PSU Banks Housing Finance  
Companies to benefit from 

increased demand in affordable 
housing. Recapitalization will 

provide cushion to large PSU banks 
with Growth Capital. Merger of 
PSU Banks also looks beneficial. 

Focus on Housing for All by 2022 

Increasing tax rate on Life Insurance Companies, bringing it in line with 
current corporate tax rate. 

BFSI 

Capital Goods  

Expectations Impact 

We expect the Govt would continue to lay its emphasis on Infrastructure, 
Rail, Power and Agriculture and thus provide a higher allocation of funds 
to these sectors which would strive demand in capital goods. 

Positive for L&T, ABB India,  
Siemens, BHEL, Action 

Construction Equipment, 
Thermax, BEML 

With the upcoming election in mind, faster execution of Govt projects & 
schemes such as Housing for all, Rural Electrification and Rural Roads 
could be expected. 

Also, an efficient and broader participation scope for PPP (Public Private 
Partnership) model for these infrastructure projects could boost the 
much needed private investment to pick up. 

Cement 

Expectations Impact 

Higher allocation and emphasis on Infrastructure to continue which 
would drive demand for cement 

Positive for all  
cement companies 

Focus on Rural economic development encouragement for Housing for all 
schemes 

The Govt might give some clarity of GST on Real Estate and ease in 
Housing Finance which could help this sector to pick up. 
  

Govt could impose import duty on cement imports or indirectly reduce 
import duty on key inputs (Coal, Petcoke, gypsum). 

Levy of Clean Energy Cess on petcoke Negative for  
all cement companies 
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Pre Budget Expectations 2018-19  

Consumer Durables 

Expectations Impact 

Domestic Aluminium makers expecting to increase in duty 
of Aluminium scraps from 2.5% to 10% 

As the end products will be cheaper and can be 
procured locally. Positive for Blue Star, Whirlpool 
of India, Voltas 

Housing for all in rural areas 

Increasing electrification of rural areas will 
elevate the demand of durable products. 
Positive for Havells India, Bajaj Electricals, 
Crompton Greaves Consumers 

Reduction in GST rates 
Will revive the consumer demand if the rates are 
reduced to 18% from 28% for the white goods. 
Positive for Blue Star, Whirlpool of India, Voltas 

FMCG 

Expectations Impact 

Hike in Cess in tobacco products 
Companies will pass it to the consumers. Slightly 
Negative for ITC, Godfrey Phillips 

Liquors to remain under state govt 

If introduced under GST, there will be a uniform 
market and the organized players will take 
market share from the local country liquor 
producers. Neutral for United Spirits, United 
Breweries, Radico Khaitan 

Housing for all in rural areas 
Would create demand for decorative paints. 
Positive for Asian Paints, Berger Paints, Kansai 
Nerolac, Akzo Nobel 

Increased spending in rural areas 
A populist budget expectation might increase 
allocation for rural development. Positive- Dabur 
India, Emami, Bajaj Corp, Colgate, HUL 

Custom Duty on gold import 
If the government lowers the custom duty to 5% 
from current 10%. Positive for Titan, PC 
Jewellers 
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Expectations Impact 

Indian Government is likely to cut taxes on travel and tourism and give 
more incentives to the sector in this budget in order to promote India as a 
tourism hub and also to boost employment. 
  Positive for  companies  

like Indian Hotels Company 
Limited, Royal Orchid Hotels 
Limited, Mahindra Holidays  
and Resorts India Ltd, etc.  

Finance Minister is expected to lower the 28% tax on hotel tariffs and is 
planning to offer incentives to attract private investments. 

The budget is expected to raise allocations for tourism infrastructure and 
raise income tax exemptions on Investment in new hotels. India is short of 
around 2 lac tourist hotel rooms and it is struggling to manage the surge 
in tourist arrivals. 

Hospitality 

Expectations Impact 

The industry is expected to benefit from policy changes in transportation 
and infrastructure. Logistics industry forms an integral part of almost all 
sectors and hence the benefits to allied sectors like automotive, 
healthcare, retail etc. will have a rub off effect on logistics companies. The 
transportation projects would aid transportation and logistics companies 
by reducing costs, increasing transit speeds and lowering turnaround 
times. 

Positive for companies like 
Allcargo Logistics Ltd, Transport 

Corporation of India Ltd, Mahindra 
Logistics Ltd.  

Positive for players in 
infrastructure sector like Larsen & 

Tourbo Ltd Limited, Reliance 
Infrastructure Ltd.  

This is also positive for companies 
like Blue Star Ltd as they provide 

air conditioners to cold chains and 
temperature controlled  

logistic services. 

The government after granting infrastructure status to logistics is 
expected to make huge allocations to the sector for industrial parks, cold 
chains, warehousing facilities, roadways, bridges, ports, business corridor, 
urban public transport etc. 

We expect some tax incentives in the sector as the government can bring 
down the overall logistic cost and further boost the economy. The 
government also plans to generate employment through this sector. We 
also expect further push for digital administration in the sector. We also 
expect some more clarity and relaxation on GST and E-way Bills. 

Logistics 

Expectations Impact 

Increased allocation towards road, railways and Urban infrastructure with 
focus on Bullet trains, Bharatmala, Sagarmala, Smart Cities, Inland 
waterways development, etc 

Increased capital spending will 
improve order books, top line and 

profits of the companies.  

Positive for L&T, Dilip Buildcon, 
KNR Constructions, IRB, sadbhav 

Engineering 

Infrastructure 
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Expectations Impact 

The domestic steel makers can benefit if import duty on raw materials is 
removed. Also, we expect the import duty on steel scraps to be removed 
or reduced further. This will positively impact the steel makers bringing 
the cost down and making them more competitive. 

Positive for   
Vedanta Limited, Hindalco 

Industries, JSW Steel,  
Jindal Saw Limited  

The domestic aluminium makers are expecting increase in duty of 
Aluminium scraps to 10% from current 2.5% and increase in duty on 
Primary Aluminium from outside to 10% from 7.5%. The high difference in 
the duty levied is pushing the import of scraps higher over the year from 
last budget. This will positively impact the companies in Aluminium 
refining and value added products. 

We are expecting the 30% export duty on Iron Ore of 62% Fe content Ore 
boosting the export capability of domestic miners. At present, there is no 
duty on export Iron Ore of 58% Fe content. However, domestic miners are 
finding it difficult to sell higher grade ore (62% Fe Ore) which has lesser 
demand among domestic steel makers but is globally in more demand. 
This will impact positively for domestic iron ore miners to sell their ores to 
global buyers, especially China where there is high demand of higher 
grade ores. 

Metals 

Expectations Impact 

Currently E&P companies are required to pay cess at 20% of realized 
crude oil price. We are expecting Cut in cess rate to 6-8% of realized crude 

Positive for HOEC, IGL, & 
Mahanagar Gas etc.  

Natural gas and petroleum products may come under GST regime which 
was not there earlier, possibly in the 5% slab in line with GST on coal 

Oil & Gas 

Expectations Impact 

Expected to increase import duty on certain items related to Power sector Positive for all Gencos  
and discoms as it will reduce  

cost of power and boost  
power demand  

Reduction of clean energy cess 

Inclusion of electricity under GST 

Power  

Expectations Impact 

For unit holders, the long term capital gains holding period for REIT units 
should be brought down from 3 years to 1 year 

Positive for Real  
estate companies  Presently real estate falls under 18% tax bracket of the Goods and 

Services Tax (GST) Act with 1/3rd abatement for land. Expected to 
increase the abatement for land to 50%. 

Real estate  



 

12 

 

Pre Budget Expectations 2018-19  

Expectations Impact 

Additional allocation to upgrade technology and interest subvention are 
the major expectations of the industry 

Positive for Raymond’s,  
PGIL, & Gokaldas Export etc. 

Duty-free import of specialty fabric 

GST withdrawal on air-freight and tax-free sample imports for apparel 
segment 

A higher allocation towards TUFS subsidy for 2018-19 would support the 
apparel segment 

Increase the duty draw back to push the apparel export 

Textile  
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