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Union Budget 2021 positions itself as a high expenditure budget with an estimated spending
of INR 34.8 trillion including INR 5.54 trillion which is an increase of 3 4 .5% c ompared to
INR 4.12 trillion in the previous year. As our title “No news is good news!” suggests, tha t a s
opposed to financing expenditure through increased taxes, it will be done through
government borrowing, Dis-investment and asset monetisation. Doing away with all rumours
(Covid Cess, Wealth tax, taxes on notional gains etc), markets reacted positively with
benchmark indices rising as much as 5% in a single day!
Fiscal Deficit for FY21 is estimated to be at 9.5% of GDP and 6.8% in FY22e with gradual
decrease each year after till reach 4.5% by FY25e.
It is a bold budget purely focusing on driving growth through investments, re-forms and any s uc h
measures in healthcare sector, BFSI and agriculture sector. In Banking, it is aimed to privatise 2
state run PSBs’ and creation of an Asset Reconstruction Company (ARC) to buy stressed assets and
sell them to Alternative Investment Funds (AIF). While only a proposal currently, if implemented and
executed well, would help bring back stuck monies into circulation. In Healthcare, spending is
increased 1.37x to INR 2.2 trillion which is the highest ever so far.
The much awaited Scrappage policy though on a voluntary basis was announced and as per
Federation of Automobile Dealers Association (FADA), 3.7mn Commercial Vehicles (CV) and 5.2mn
Personal Vehicles (PV) are eligible for the same, taking 1990’s as a base year. In addition to this,
6575kms highway work construction proposed for Tamil Nadu, Kerala and West Bengal and another
19500km work for Bharat Mala project is a big push for M&HCV sector.
Even the under-penetrated insurance industry in India received their shot in the arm with FDI
limit increase to 74% from 49% earlier.
We believe this budget is in the direction with more focus on upgrading Health, Education and
Infrastructure but also not losing sight on youth talent (encouraging start-up), and easing tax
compliance and reporting.
Fiscal Deficit pegged @ 9.5% of GDP
Finance Minister in the current budget has decided to spend big on infrastructure across various
sectors to give a greater impetus to the economy which is recovering from the impact of COVID -19.
This year's budget proposals rest on six pillars - health and well-being, physical, financ ial c apital
and infrastructure, inclusive development for aspirational India, reinvigorating human capital,
innovation and R & D and Minimum Government and Maximum Governance.
As the government spending increased and revenue declined due to global pandemic, the fiscal
deficit for FY21 was pegged to 9.5% of the GDP against the target of 3.5%. India's fiscal defic it had
breached its previous Budget target in July itself as the economy faced the most stringent lockdown
in Q1FY21 to contain the outbreak of the coronavirus pandemic. Fiscal deficit for 9MFY21 s tood at
Rs 11.58 trillion, 145.5% of the budgeted target. However, the ability of the government to tak e a
bold position on fiscal deficit is commendable. The government has fixed the fiscal deficit target of
6.8% of the GDP for next fiscal, suggesting continuous support to ongoing series of economic
stimulus packages. The main reduction in the deficit is anticipated to be carried out by a reduc tion
in expenditure from 17.7% of GDP in RE 2020-21 to 15.6% in BE 2021-22 and a marginal increase in
gross tax revenues to the tune of 0.1%of GDP. The gross market borrowing will be Rs 12 trillion,
which is 68.9% of total borrowings. The other sources of financing like National Small Savings Fund
constitutes around 26%. The government intends to reach a fiscal deficit level below 4.5% of GDP by
2025-2026.

Please refer to our disclaimer given at the last page.
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Speed-Up Disinvestment Programs
The government has planned to speed-up disinvestment programs and targeting to raise Rs 1.75
lakh-crore through the disinvestment 2021-22. However, during FY21, the total proceeds of
disinvestment and share buyback is at a five-year low of Rs 0.19 trillion so far. It is only about 8%
against the target of Rs 2.10 trillion. The government proposed to divest two public s ec tor bank s
and a general insurance company. NITI Aayog has been asked to work on the next list of CPSUs for
strategic disinvestment. The disinvestment of the IDBI Bank, Air India, BPCL, Shipping Corp,
Neelanchal Ispat Nigam, etc is in the list of the government to divest in 2021-22.
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Exhibit 5
Fiscal Deficit Trend
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SECTORAL HIGHLIGHTS
A. BANKING
1.

Privatization of two Public Sector Banks and one
General Insurance company in the year 2021-22- .
Other than IDBI Bank, Government proposes to take up
the privatization of two Public Sector Banks and one
General Insurance company in the year 2021-22.
Our View: Bringing in private investors who have both
financial and technological skillset will make the PSU
banks more efficient. Recapitalizing of banks is not
working as most of the problems are structural in nature.
Even the recent amalgamations that were done were not
successful and privatization is probably the last throw of
the dice. Many factors like suitable buyer, workers union
can prove to be a roadblock. It’s highly unlikely that big
PSU banks like SBI, PNB and Bank of Baroda will be
privatized.

2.

Stressed Asset Resolution by setting up An Asset
Reconstruction Company and Asset Management
Company- The high level of provisioning by public sector
banks of their stressed assets calls for measures to c lean
up the bank books. An Asset Reconstruction Company
Limited and Asset Management Company would be set up
to consolidate and take over the existing stressed debt
and then manage and dispose of the assets to Alternate
Investment Funds and other potential investors for
eventual value realization.
Our View: According to RBI estimates Gross bad loans on
bank balance sheets could rise to 13.5% by Sept. 30 and
setting up a bad bank like structure where all the bad
loans can be placed will help in cleaning up the balance
sheets of major banks. The ARC’s that are operational are
finding it difficult to unload the bad debt that they hold in
their books and are unwilling to take over more bad
assets. But it is a step in the right direction.

3.

Recapitalization of PSB: To further consolidate the
financial capacity of PSBs, further recapitalization of Rs.
20,000 crores is proposed in 2021-22.
Our View: Recapitalization is a short-term fix but c apital
will help the weaker PSU banks in their provisioning
requirement. Weaker banks will be getting this round of
capital.
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Stocks that can benefit: Smaller
ones like BOI, IOB, Bank of
MaharashtraandUCOBank.

Stocks that can benefit: PSU
banks and slightly weaker
private banks like BOI, IOB,
Bank of Maharashtra and Yes
Bank

Stocks that can Benefit: Banks
with stressedasset books PNB,
Bank of India, Indian Overseas
Bank, Bank of Maharashtraand
UCO Bank.
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4.

Tax deduction for Affordable Housing Buyers:
Additional deduction of 1.5 lakh will be available for loans
taken up till 31st March 2022, for the purchase of an
affordable house. Affordable housing projects can also
avail a tax holiday for one more year till 31st March,
2022.
Our View: With interest rates at an all-time low and
various soaps like reduction of stamp duty in various
cities, this is a much-needed nudge to make first time
home buyers go for buying a home. First time home
buyers and value of the house property should not exceed
Rs 45 lakhs.

5.

Infrastructure financing - Development Financial
Institution (DFI): A professionally managed Development
Financial Institution is necessary to act as a provider,
enabler and catalyst for infrastructure financing.
Accordingly, a DFI has been set up. A sum of Rs. 20,000
crores to capitalize this institution. The ambition is to
have a lending portfolio of at least Rs. 5 lakh crores for
this DFI in three-year time.

DALAL & BROACHA STOCK BROKING PVT LTD

Stocks that can Benefit:
Affordable housing Finance
companies like Can Fin Homes,
Repco Home Finance,HUDCO,
Bandhan Bank andreal estate
companies.

Stocks that can benefit: SBI, PNB,
Bank of Baroda

Our View: We feel DFI will fund PSU banks who will in turn
fund the infrastructure projects. This will benefit the loan
growth for PSU banks.
6.

Reduction of the eligible loan amount for recovery
under the SARFAESI Act for NBFCs: To improve credit
discipline while continuing to protect the interest of small
borrowers, for NBFCs with minimum asset size of Rs. 100
crores, the minimum loan size eligible for debt recovery
under SARFAESI) Act, 2002 is proposed to be reduced
from the existing level of Rs. 50 lakhs to Rs. 20 lakhs.

Stocks that can benefit: Gold
loan financiers like Muthoot,
Manapurram Finance can
benefit thanks to quick
resolution.

Our View: It will help in strengthening the NBFC sector by
improving credit discipline among borrowers.
7.

Social security benefits will extend to gig and platform
workers: For the first time globally, social security
benefits will extend to gig and platform workers.
Minimum wages will apply to all categories of workers,
and they will all be covered by the Employees State
Insurance Corporation.
Our View: It will help the small finance banks and
microfinance institutions that give small ticket loans to
the unorganized sector.

8.

Allotment of INR 15,700 crores to MSME sector and INR
1.97 lakh crores over five years starting FY21-22 for
the manufacturing sector.
Our View: Covid has impacted MSME’s the most. This
capital infusion along with restructuring and Credit
Guarantee Scheme will go a long way in eliminating stress
of banks that have MSME exposure.

February 2, 2021

Stocks that can benefit: Small
finance banks like Equitas,
Ujjivan. Bandhan Bank and
microfinance institution Credit
AccessGrameen.

Stocks that can benefit: Banks
with high exposure to MSME’s
like Federal Bank and City
Union Bank.
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B. INSURANCE
1. Increase FDI limit to 74% from 49%
▪

The government has proposed to increase FDI limit in the
insurance sector to 74% from 49%, a move aimed at
attracting overseas players.

▪

Under the new structure, the majority of directors on the
board and key management persons would be resident
Indians with at least 50% of directors being independent
directors and specified percentage of profits being
retained as general reserve.
Our View:

▪

Increase in FDI limits will help insurance companies to
raise funds to ensure their solvency is maintained in line
with growing business needs.

▪

This may also help increase M&A in the sector while
paving the way for PE funds to enter the space.

▪

Large private insurers may see increased competition if
smaller players get better capitalized.

2. Tax Exemption on ULIP Proceeds Capped
▪

ULIPs with annual premiums over Rs 2.5 lakh will now be
treated as capital assets and profits & gains from such
ULIPs will now be taxable as capital gains

▪

The rules will apply for Ulips issued on or after 1 February
2021.

Key Beneficiaries: Given ICICI Pru
Life and SBI Life have the higher
share of ULIPs, we like Max
Financial Services & HDFC Life
(both have relatively lower ULIP
exposure) in life insurance,while
in general insurance we like ICICI
LombardGIC.

Our View: Given large portion of people invest in ULIPs
for tax befit, this will be negative for all life insurance
companies
C. INFRASTRUCTURE
1. Railways
▪

▪

It is expected that Western Dedicated Freight Corridor
(DFC) and Eastern DFC will be commissioned by June
2022. In the budget sum of Rs1.1lac cr, has been
provided for railways of which Rs1.07lac cr is for capital
expenditure.

Key Beneficiaries: Concor, KEC, L&T

72% of the total railway network has been electrified as on
1st Oct, 2021. 100% electrification will get completed by
December, 23.

2. Roads and Highway Infrastructure
▪

By March 22, 8000Kms road projects to get awarded to
complete additional 11000kms of national highway
corridors. An enhanced outlay of Rs1.18lac cr is provided
for Ministry of Road Transport and Highways, of which
Rs1.08lac cr is for capital expenditure.

February 2, 2021
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National Monetisation Pipeline for brownfield projec ts to
be launched. NHAI and PGCIL have sponsored one InvIT
each.

3. Urban Infrastructure
▪

A new scheme with Rs18000cr support for Public Bus
Transport.

▪

Central funding will be provided to: Kochi Metro
(Rs1957cr), Chennai Metro (Rs63246cr), Bengaluru Metro
(Rs14788cr), Nagpur (Rs5976cr) and Nashik Metro
(Rs2092cr).

▪

The Jal Jivan Mission with an outlay of Rs 2.87 lac crore to
be spent in 4378 urban local bodies over six years.

4. Power
▪

A power distribution sector scheme will be launched with
an outlay of Rs3.06lac cr over 5 years.

▪

Rs 1.41 lakh cr allocated for Urban Clean India Mission.

▪

Customs duty for solar inverters increased from 5% to
20%.

5. Ports, Shipping & Waterways
▪

7 projects worth more than Rs2,000 cr will be offered by
the Major Ports on Public Private Partnership mode in
FY21-22.

Key Beneficiaries: L&T, NCC, PNC
Infra, Kalpataru Power etc.

6. Petroleum & Natural gas
▪
▪

Ujjawala Scheme
beneficiaries.

will

be

extended to

1cr more

We will add 100 more districts in next 3 years to the City
Gas Distribution network.

Key Beneficiaries: MGL, IGL,
GujaratGas

7. Others
▪

▪

Outlay of Rs 500 Bn for National Research Foundation
over 5 years. Will ensure overall R&D eco-system
strengthened.
India to launch Deep Ocean Mission, with an allocation of
Rs 40 Bn over 4 years.

February 2, 2021

L&T remains our top pick in
infrastructure segment.
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D. HEALTHCARE
▪

The Government is expanding the health infrastructure
across India with more hospitals and testing centres to
cover both rural and urban India.

▪

Increase in healthcare spend 137% to Rs 2,23,846 crs, the
highest ever spend so far.

▪

Launched Atma Nirbhar Swasthya Yojana with an outlay of
Rs 64,186 crs over 6 years. The scheme will support
17,788 health & wellness centres in rural and 11,024 in
urban India. The Atma Nirbhar Swasthya Yojana is in
addition to the National Health Mission.

▪

Setting up integrated public health labs in each district
and 3382 block public health units in 11 states.

▪

Widening the reach of Made in India pneumococcal
vaccine from current levels of 5 districts to across the
country. Serum Institute launched its indigenously
developed pneumococcal vaccine (10 valent) in
January’21.

▪

Allocation for Covid vaccines at Rs 35000 crs, with a
commitment to increase funding, if required.

▪

The setting up of OneHealth, a regional research
platform for WHO South East Asia, 9 Biosafety level III
labs and 4 regional national centres for virology.

▪

Strengthening the healthcare infrastructure across Rural &
Urban India will benefit medical equipment, improve
volumes in pharmaceuticals, information systems and
help generate employment across India.

The move may over a period of
time impact GlaxoSmithKline
Pharmaceuticals (10 valent Synflorixvaccine that generates
Sales of Rs 220-250crs) and
marginally impact Pfizer(13 valent
– Prevenar 13 that generates ~
120crs in revenues).

One Health will helpcompanies
supplying medicines to WHO
like Cadila,IPCA andsome more

Other Key Takeaways
• No tax returns for Senior Citizens, age 75 years and above
who have pension and interest income.

•

Reduce time limit for reopening of tax assessments to 3
years. Reduction in Time for Income Tax Proceedings –
Presently an assessment can be opened in 6 years, and in
serious tax fraud cases for up to 10 years. FM proposes to
revise this limit for reopening of assessments to 3 years from
the present 6 years.

•

Government has increased spend (online payments) f rom
300 Cr to 1500 Crore - this is positive for payments
company like Infibeam Avenue.
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Disclaimer
Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B (CINU67120MH1 997PTC11 1186 ) wa s
established in 1997 and is an integrated financial services player offering an extensive range of financial so lu t io ns a nd
services to a wide spectrum of customers with varied needs ranging from equities to mutual funds to depository services.
D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), Nat ional St o ck Ex chan ge o f I n dia
Limited (NSE). D&B along with its affiliates offers the most comprehensive avenues for investments and is en ga ged in
the securities businesses including stock broking (Institutional and retail), depository participant, portfolio management
and services rendered in connection with distribution of primary market issues and financial products like mutual f u nds,
fixed deposits. Details of associates are available on our website i.e. www.dalal-broacha.com
D&B is registered as Research Analyst with SEBI bearing registration Number INH000001246 as per SEB I (R esearch
Analysts) Regulations, 2014.
D&B hereby declares that it has not defaulted with any stock exchange nor its activities were susp en ded b y a ny st ock
exchange with whom it is registered in any time in the past. It has not been debarred from doing business b y a ny St o ck
Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled by SEBI a t a ny p o in t o f
time.
SEBI and Stock Exchanges have conducted the routine inspection and based on their observations hav e issu ed ad vice
letters or levied minor penalty on D&B for certain operational deviations in routine course of business.
D&B offers research services to clients as well as prospects. The analyst for this report certif ies t hat all o f t h e v iews
expressed in this report accurately reflect his or her personal views about the subject company or companies an d it s o r
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.
Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst)
Regulations, 2014 with reference to the subject company(s) covered in this report-:
D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.
The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject
company.
D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at t he en d
of the month immediately preceding the date of publication of Research Report.
Disclosures in respect of Research Analyst:
Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more
securities of the subject company at the end of the month immediately precedin g t h e d ate o f
publication of Research Report:
Whether the Research Analyst or his/her relative’s financial interest in the subject company.
Whether the research Analyst has served as officer, director or employee of the subject
company
Whether the Research Analyst has received any compensation from the subject company in the
past twelve months
Whether the Research Analyst has managed or co‐managed public offering of securities for the
subject company in the past twelve months
Whether the Research Analyst has received any compensatio n f o r in v estmen t b ankin g o r
merchant banking or brokerage services from the subject company in the past twelve months
Whether the Research Analyst has received any compensation for products or serv ices o t her
than investment banking or merchant banking or brokerage services from the subject company
in the past twelve months
Whether the Research Analyst has received any compensatio n o r o t h er b enef it s f ro m t h e
subject company or third party in connection with the research report

No
No
No
No
No
No
No
No

D&B and/or its affiliates may seek investment banking or other business from the company or companies t hat a re t h e
subject of this material. Our salespeople, traders, and other professionals may provide oral or written market commentary
or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our
proprietary trading and investing businesses may make investment decisions that may be inconsistent with the
recommendations expressed herein.
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In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may giv e rise t o
real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important
information regarding our relationships with the company or companies that are the subject of this material is p ro v id ed
herein. This report is not directed to, or intended for distribution to or use by, any person or ent it y wh o is a cit izen o r
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availabilit y
or use would be contrary to law or regulation or which would subject D&B or its group companies to any registratio n o r
licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicit at ion
to any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any transaction to
any U.S. person. Unless otherwise stated, this messa ge should not be construed as official confirmation of any
transaction. No part of this document may be distributed in Canada or used by private customers in United Kingdom. All
material presented in this report, unless specifically indicated otherwise, is under copyright to D&B. None of the
material, nor its content, nor any
copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the p rio r ex p ress
written permission of D&B . All trademarks, service marks and logos used in this report are tra demarks o r regist ered
trademarks of D&B or its Group Companies. The information contained herein is not intended for publication or
distribution or circulation in any manner whatsoever and any unauthorized rea din g, d isse minatio n, d ist rib u tio n o r
copying of this communication is prohibited unless otherwise expressly authorized. Please ensure t hat y o u h ave read
“Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securit ies a nd Ex change
Board of India before investing in Indian Securities Market. In so far as this report includes current or historic
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.
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