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We came out with the analysis of the Interim Budget in February this year and were left feelinglséuoged. The
UPA Government had limited visibility about whom will the helm rest with, in a few months time, the Econom
tumbling down the hill faster than Jill did during our kindergarten days and the Left was doing what it dog$hb#si
and puff about everythig that the UPA was concerned about. So, it was in a way understandable that Mr. Mukl
wanted to play safe and get the Budget done wjtjust for its own sake. The end result was that two hours of prick
dzLJ @ 2dzNJ S NBE RARY QOG iS¢ gI2yWR a6 d§ IAF ISG KA WeF No SA W3Rz § 2 dz

But now, things have changed. A brand new Government is confidently steering the helm, markets are agai
upward climb, and general public sentiment is gintgg We now expect the same man to conup with a
comprehensive treatment of all major sectors like infrastructure, education, direct and indirect taxes, automobile
Pharma when he goes live in front of the nation on Jdly 09. Industry expectations are high: steel firms :
seeking dty on import of cheap steel (swipe at our fibeeathing neighbor), banks are expecting tax reliefs
infrastructure lending, the fertilizer industry is seeking a 15 year tax holiday to attract investment into the sh
sector, Pharma companies are kiog for tax benefits on innovations in R&D, the CIl is pushing for the tax bel
that the public sector banks enjoyed when they merged to be extended to private sector banks and auto con
are expecting sops, easier credit availability and dutfictt ¢ KS &0 2NY KIF & TFAYLF €&

those anchors, hoist the sails and charge full speed ahead. The economy is now waiting for the adrenaline
02YS YR 6S K2LJS (GKS D2@SNYYSyild A QS &osslIWaitand Avéatéh thi

space!
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About SCMHRD

AUDITORIUM
SWIMMING PO

The Finest Residential Bi School

SCMHRD was established in 1993. Ever since its inception, SCMHRD has strived to bring Indian ethos,
Management concepts and technological advances together in an effort to redefine the management pa
the new age.

SCMHRD has successfully pioneered thepliementation of Kaizen on campus. The practice helps in
keeping the campus clean and gives the students a feeling of ownership, inculcating in them a feeling of
belonging and camaraderie. The SCMHRD culture provides the students an environment thétextolos
think and reflect, to explore and express.

VISION
To become the Centre of Excellence for Global leadership and learning, the standards of which others g
measured by.

MISSION
To create leaders and entrepreneurs of tomorrow, their dedicatapeftence, absolute.




Economy at a glance

GDP GROWTH

India's economy grew at 6pkrcent in fiscal 20089,

the slowest pacen six years and much below th
previous year's 9.0 percent, as the global slowdo
cut back demand and hurt key sectoiiereal GDP
growth of India was 5.8er cent during the first
guarter as against 8.6% growth in the same quart
previous year. Thigrowth was led by governmen
spending, which rose 12.5% from a year earli
Financial services and real estate climbed 9.!
Construction activity rose 6.8% although tf
manufacturing sector continued to lag behind

falling 1.4% from the previous yearamid declining

overseas demand.

In April 2009 growth rate in the core sector «
infrastructure doubled to 4.3 percent, against 2.3%
the same month last year when the economy w
booming. The output of cement in April went up
11.7% compared to 6.9% the same month last year
Steel grew by 1.6 percent against a decline of 0.6 ¢
April last year. Coal production grew at an impress
13.2 percent compared to 104 % in tr
corresponding period last year. So was the case v
electricity generatiorwhich jumped up by 6% in Apr

against 1.4 % in the same month, last year

INFLATION

Inflation, measured by variations in the wholesa
price index (WPI) on a yean-year basis, continuec
to be in negative territory mainly because of high
base in the dst year. For the week ended on 13
June the inflation rate rose slightly but remaine
within the negative zone to minus 1.14 ngent

compared with minus 1.61 percent for previonsek.

INTEREST RATES

Since midSeptember 2008, the RBias reduced
the repo rate siximes from 9 per cent td.75 per
cent, redwced the reverse repo rate four time
from 6 per cent to 25 per cent, the cash reserv
ratio (CRR) fautimes from 9 per cent to 5 pel
cent of net demand and time liabilities (deposit
and the statutory liquidity ratio (SLR) from 25
per cent to 24 per cent of deposit¥he continued
fall in inflation and reduced economic activitie
has forced RBI to tak drastic measures an
further cut in interest will solely depend on stat
of economy and passing off of interest rate

benefit to consumers by Banks.

INDEX OF INDUSTRIAL PRODUCTION

After posting series of negative growth, the Ind
of Industrial Production (IIPhumber for April

rose to 1.4% as compared 10.7% in March.

The manufacturing output for April rose by 0.7
while the mining output went up 3.8% compare
t0 6.1% in April 2008 {b-Y).

I LINAf Q& FTAIdNBa F2NJ

goods output, intermediate goods and consum
durable goods output were all positive and ha
gone up to 7.1%, 4.6%, 7.EMd 16.9% (6-Y)

respectively.

However, onsumer nondurable output
contracted by 10.%as compared to 10 % growtl
in the same montha year agoWhereas, apital

goods production declined by 1.3 per cent agail

arowth of 12.4 per cent last vear.




Agriculture

INDUSTROVERVIEW

Agriculture is the dominant sector of India
economy, which determines the growth an
sustainability. About 65% of the population still reli

on agriculture for employment and livelihood.

India is yet to emerge asignificant trade partner in
the world agriculture market. India holds around 1
of the global tradein agri commodities. With the
ongoing trade negotiations under the WTO, Indi
Agriculture needs to reorient its outlook and enhan
competitiveness to suain growth from a demand

side.

INTERIMBUDGET 2@32010ANNOUNCEMENTS

1 As expected subsidies were announced for fo
and fertilizers. Major subsidies including foo
fertilizer and petroleum estimated at Rs 95,5’
crore.200809.

1 The Budget was high on jdks and reforms
pertaining to the rural sector keeping in line wit
GKS NHzZ Ay3a LI NIeQa | =
several new Rural Projects being announced ¢
the existing ones extended.

1 Increase in Minimum Support Prices of Paddy ¢
Wheat did get a dtinctive mention in the
achievements list of the UPA Government in t
Interim Budget Speech by the acting Finar

Minister. The Minimum Support Price as per tl

claims had moved from Rs 550 per quintal
2003 04 to Rs 900 per quintal for the year 260
09 for Paddy and increased from Rs 630 in 20
04 to Rs 1080 per quintal for wheat200809.

1 A significant announcement was Rs.8,0
crore allocated for Mielay Meals Scheme fo
the year 200910

1 ToThe proposed allocation of Rs 11,842 crc
for the year 200910 under the Jawaharla
Nehru National Urban Renewal Missic
(INNURM).

IMPACT

Strengthening agriculture planning with schem
like Rashtriya Krishi Vikas Yojna launched in 2(
08 with an influx of 25,000 Crore would increa:

the growth rate of Agricultural Sector.

EXPECTATIONS FROMIQNN BUDGET 200¢
2010

1 Subsidy for Fertilizers Government is
expected to reform subsidy payment syste
so that timely payment of subsidy shoul
reduce working capital requirement for th
fertilizer companies. They might rqvide
fertilizer subsidies through cash rather the
bonds or alternatively give LR status to

subsidy bonds making them tradable at p
with other securities

1 Incentivesfor agriculture development might
be provided- by way of capital support or
interest subvention for farm mechanizatior
drip irrigation and improved irrigation

schenes




Agriculture

1 Encouragment might given in the form of eithel
budgetary allocation or tax benefit might given 1
agriculture related services likesoil testing,
pesticide services and farm equipments th

directly impact farm productivity




Automobile

INDUSTRY OVERVIEW

The Indian auto industry has been experiencing
bumpy ride and the global recessionary wave has
the industry hard. According to the latest dai
released by Society of Indian Automobi
Manufacturers, domestic car sales declined by
%,twowheeler sées declined by 3.9 % an
commercial vehicle sales decreased by 51 %
January 2009The government announced a fres
stimulus to reverse the economic slowdown

January 2009 , taking its total revenue loss
Rs40,00&rore and the RBI has slashed keyligy
rates to pump in an additional 20000 crore Rs into t
economy. Major automakers have welcomed tl
stimulus package and expect such stimuli to contin
Overall, the outlook looks gloomy. Let us have a I
at the impact of the earlier budget on theector and

the expected changes in the forthcoming budget.

UNION BUDGET 202809 ANNOUNCEMENTS

9 Cut in excise duty on buses and chassis from :
to 12%.

9 Cutin excise duty on small cars from 16% to 12

9 Cutin excise duty on hybrid cars from 24% to 1«

9 Cut in excise duty on two and three wheele
from 24% to 16%.

1 No changes in peak rate of customs duty

1 General CENVAT on all goods reduced from
to 14%.

IMPACT

The Union Budget 20689 proved to be a delight
for the auto industry. Leading manufacturers
Hyundai Motor India and General Motostashed
prices by up to Rs.16,000 to pass on benefits
the excise duty cut. However, despite the initia
cheer in the auto industry after the
announcement of the budget, there was a drasti
fall in the sales of all major automakers due t
the global reession. Cars segment saw sales
76,221 for the half yearly as against 82,780 la:
year, decline of 7.9%.Though the domesti
market sales grew marginally by 3.5 %, th
exports saw a slump of 20.2%. The only cheer
passenger car segment was the salef d¢f £ Q &
'+ Q&> YKAOK alg¢g I+ &SIt
10.1% respectively

Sales performance for half yearly 20@®

'Segment ~ YTD  YTD % yoy chg
2009 2008

LCVs 76,944 64,095 20.0
UVvs 21,684 19,697 10.1
Cars 76,221 82,780 -7.9
Total 243,645 235,336 35
domestic

Total 22,040 27,602 -20.2
exports

Total 265,685 262,938 1.0
sales




Automobile

EXPECTATIONS FROMQNNBUDGET 2010

1 No reduction in Custom Duty
With duty in India ranging between 7.5% ar
10%, one of the lowest as compared to tt
whole of Asean and China, the Indian at
component industry hopes not to see ar
further reduction in the customs duty, as
would add to the already robust import o
components from China.

1 Exemption from CST
Motor vehicles should be treated as capit
goods for service providers for the purpose
obtaining central VATA credit. An appropria
method should be introduced for exemptin
from CST the capital goods that aneed in
making products for exports.

1 Increasen Excise
We expect a roll back of excise cut benefit
the budget. The excise rate is expected
increase by 2%, and this is expected to
passed on from the companies to th
consumers.

1 Creation of aute component parks
We expect the creation of autcomponent
parks, where there will be specific indire
and direct tax benefits, leading to significal
reduction in manufacturing costs.

M Action will be taken to decrease interesi
rates
We expect that certairsteps will be taken to

ensure decrease in interest rates, as this

hurting the sales growth in the autindustry.




Banking

INDUSTROVERVIEW

The last decade has seen many positive developme

in the Indian banking sector.

After the reformative measures of 1991, this indust
has been undergoing major changdadian banks
have compared favourably ogrowth, asset quality
and profitability with other regional banks over th
last few years. The banking index has grown a
compounded annual rate of over 51 per cent sin
April 2001 as compared to a 27 per cent growth in t
market index for the same ped. The global
meltdown is expected to have a serious impact on t
Indian Banking sector. Owing to the slowdown a
deteriorating assets, banks have been treadi

cautiously.

As per RBI PSU banks in India will require an amt
of Rs 2980 billion of adithnal capital to maintain a
CRAR of 12 per cent by March 2010. Base
implementation will attract a huge investment. B
concentrating on high profit areas like trade financ
institutional banking, corporate and investmer
banking, foreign banks have gquwed that they are
more profitable than their counterpart domesti

banks.

Domestic PSU banks are least active in FDI anc
areas and foreign banks are attracting huge forei
investment coming to India. Post 2009 entry of ne
foreign bank will further educe the slice of suct

investment for domestic bank.

As per the required standards, capital will be the m:
need of the banking sectoBank need to grow in siz

of global standardneed to have robust risk

management practices, advanced technolog
skilled manpower and very sound marketir
practices. The domestic banks will need a lot

human capital to handle the risk of a business.

Finance minister while presenting interim budg
2009 refrained from annancing any major
changes in the prevailing policies and did r
announce any major sector specific sop. T
' yy2dzy OSYSyda F2NJ o0
different and there were not any major direc
announcements for the sector. Henc
expectations for the cuant budget would mainly
be based on the announcements of the 200
2009 union budget.

UNION BUDGET 202809 ANNOUNCEMENTS

9 Initial provision of Rs 1,600 crore made f
interest subvention in 20089.

1 PSU banks and regional rural banks (RRB:
offer debt waiver on all agricultural loan:
disbursed upto March 2007 and due until tt
end of December 2007.

1 Complete debt waiver on all loans given t
small and marginal farmersThe banks will
also launch one time settlement (OT.
scheme in respect of other famns for all
loans that were overdue on December 3
2007 and which remained unpaid unt
February 29, 2008. Rebate of 25 per ce
against payment of the balance of 75 per ce
under OTS. The total value of relief to t

offered to farmers is estimated at F,000

crore.



Banking

9 The government had advised PSU banks and F

to add at least 250 rural heehold accounts
every year at each of their rural and seurban

branches. Public sector banks have been aske:
include Indira Awas Yojana (IAY) houses under
differential rate of interest (DRI) scheme and lel
up to Rs 20,000 per unit at an interestte of 4

per cent.

Small and marginal farmers were relieved of

farm loans, disbursed till March 2007 and also
loans, which are due till December 2007 and w
unpaid till February 2008. These farm loi
waivers would be facilitated by all the caroed

Public Sector Banks and Regional Rural Bank
India. A total of Rs 60,000 crores would |
waivedoff under such scheme. The settlement
these loanwaivers will be offered through speci:
type of scheme. Further, the Public Sector Bai
and Regioal Rural Banks of India were als
suggested, to bring within their fold, a minimur
of 250 rural household accounts at every bran
every year.

The Indira Awas Yojana was brought under 1
ambit of Public Sector Banks. Loan limit up to
20,000 per unit 54% interest was fixed unde
differential rate of interest (DRI) scheme. TI
Finance Minister also advised the Indian P
Banks to open 288 branches in minority distric
of India. Further, he also asked the Indian bank
industry to embrace total finanal inclusion

The inclusion of the Indira Awas Yojana hou
under the differential rate of interest scheme an

at 4% interest will increase the proportion of su

PLR lending for the concerned banks.

INTERIM BUDGET 20@BINOUNCEMENTS

1 Government decidedto recapitalize the
public sector banks over the next two yea
to enable them to maintain Capital to Ris
Weighted Assets Ratio (CRAR) of 12 per ce

T Government decided to mergE96 RRBgto
85 RRBsunder its amalgamatim and
recapitalization of Regional Rural Ban
(RRBsinitiative, Government has contributec
Rs.652 crore for capitalization of RRBs up
December 31, 2008.

1 India Infrastructure Finance Company Li
(IIFCL) is likely to refinance up to 60 per ce
of comnercial bank loans for PPP projec
involving total investment of Rs 1,00,0C
crore in infrastructure over the next eightee

months.

EXPECTATIONS FROMIQNN BUDGET 200¢
2010

1 Help shape a superior industry structure in
LIKI &SR YI yy SN G KD
O2yaz2t ARFGA2YE YR
availability. This would create8global sized
banks controlling 385 per cent of the
market in India; €8 national banks
controlling 2025 per cent of the market;-6
foreign banks with 120 per cent share in th
market, and the rest being specialist playe
(geographical or product/ segment focused)

§ C20dza aidNRy3Ite& 2y «a

moving away from universal directed norms




Banking

to an explicit incentiveriven framework by
introducing credit guarantees and marke
subsidiesto encourage leading public secto
private and foreign players to leverag
technology to innovate and profitably provid
banking services to lower income and rur

markets.

1 Accelerate the cration of world class supporting
infrastructure (e.q., payments, asse
reconstruction companies (ARCSs), credit burea
backoffice utilities) to help the banking secto
focus on core activities.

1 Enable labour reforms, focusing on enrichi
human capital, @ help public sector and olc
private banks become competitive.

1 Hike in interest subvention on farm credit fror
2% to 3%.This would lower the interest ra
offered by the banks , however, it would increa:
the demand for farm loans thereby boosting tF
credt.

T wSY20FLt 2F wmrE: @20Ay3
would have a positive impact on the small ci
private players.

1 Rise in tax exemption on housing loan intere
payment which would hence increase tr
demand for home loans.

1 Allowing power finance comparseto float tax
free bonds.This would be a major developmer
YR ¢g2dA R o0SYySTAd GKS

the fund flow.




INDUSTROVERVIEW

The Indian €ment industry is one ofhe important
ones from the point of view of Infrastructure and it
couplingto other industries likeg Housing, Transport

etc makes for an interesting analysis

As per the market research report by RNCOS, in |
2008, the leading contributors in the market are
Associated Cement Company Ltd. (AC&mbuja
Cements Ltd., Grasim Iustries Ltd., UltraTech
Cement Ltd., The India Cements Ltd.K. Cement
Limited, Binani Cement Limited etc The Indian
cement industry comprises of nearly 132 large plar
and another 365 small plants. While the Ceme
Corporation of India, a central publ sector
undertaking, comprises 10 units; the various Ste

governments own 10 large cement plants.

Thelndian cement industryin terms of revenue, was
worth Rs 54,000 crogein FY08.India is thesecond
largest producer of cement in the world after Chin

with an installed capacity of 206.46 milliononnes

per annum.

200405 13158 6.6
200506 147. 12.%
200607 161.31 9.1
2007-08 174.31 8.1
200809 190.1< 9.0¢

Effective addition to the capacity in FY09 is 9 |
cent and 28 per a& in FY10 considering demarn
growth of 8% in FY2009 and 7% in FY2C
WwSEEATFGARY g2dd Ry Qi
expected to go down by-8%. The result of weal
demand pickup and surplus capacities i
reflected in lower capacity utilization. In Z008,
capacity utilization stood at 96%, which in FY2C
is expected to come down to 84% and then
80% in FY2010. The operating margins |
expected to be flat to marginally positive. Thou
0KS {2dziK KIFayQd asSsy
correction, it maysoon be felt even there since
the bulk of capacities (close to 40%) comes frt

this region.

INDUSTRY GROWTH DRIVERS FOR F¥02009

Despite the gloomy outlook for the worlc
economy, cement dispatches have witness
impressive growth of 11.2% and 12.19%
November and December 2008spectively over

the same periodast year.

The Indian government has considered spend
more than US$ 500 Billion on infrastructure in t
11th Five Year Plan. This plan includes builc
road infrastructure which will ragjire 75 Million
Metric Tons of cement and power infrastructur

that demands around 45 Million Metric Tons ¢

cement.



Cement

EXPECTATIONS FROMQ@NNBUDGET 202910

1

Indian cement companies are seekingigform
and rational tax structure for all construction
materials and a r@mposition of certain duties on
imported cement in the forthcoming unior
budget. Thelndian cement industry has urged
the Government to rationalise taxes on cemer
which currently amounts tonearly 60% of ex
factory prices. The industry has stated that this
necessary to sustain the 10% growth. Hence i
expected that auniform excise duty will be
imposed against the current MRfased system.
The industry is alsexpecting a withdrawal 065%
tax on coal and coke used by the industr
besides withdrawal of 10%import duty on
gypsum, another raw material used to produc
cement.

The current rate ofvalue-added tax (VAT) on
cement, which is 12.5 percent, should b
brought in line with other camstruction materials
such as steel, which are taxemt 4 percent,
industry chamber FICCI said in its -bpralget
memorandum. It would help contain cemer
prices by at least 20 rupees per bag-i&y).
Cement makers also want the government ti
bring back theduty on imported cement which

was withdrawn last year.

Better regulation in the Transport industry

Following two rounds of fuel price cdRs 4
for diesel and Rs 10 for petrddy the
government, steel and cement manufacture
have expressed concern that roa
transporters have not cut freight tariff. Stee
and cement players claimed that they cou
not pass any benefit to customers unles
transporters reduce prices. The cemel
industry transports approximately 60% of th
commodity by road, and freight cost accoun
for about 1820% of the operating costs fo
them. Hence the&Cement industry has aske
for a 50 per cent subsidy on freight on th
logistics cost focement.

Rail Budgetc Impact of RaiFreight Rates;

Cement is a bulk commodity, and hence is
freight intensive industry. Also, cement
movement by rail has increased over the
years. A reduction in freightrates can
positively impact the cement transpor
through Railways and further increase tr
share of Railways in Cement Transpc
thereby mutually helping Railways achieve .
increased freight loading target. At the san
time, any incentives orireight-booking and
further Liberalisation of Traditional Empty
Flow direction incentive schemeould be an

advantage

10




Education

INDUSTRY OVERVIEW

While most of the sectors were lefisappointed with
no mention of them in the interim budget, the
education sector did see some bright changes.
CKS CAYlIyOS aAyAraidtSNI |
YSFadNB 2F | yliA2yQa R
justice. A literate environment is essediti for
ensuring universal elementary education, reduci
child mortality, curbing population growth, ensurin
gender equality and acquiring essential liveliho
alAattac

INTERIM BUDGED09 ANNOUNCEMENTS

9 The outlay on Higher Education has be
increased 90% in the Eleventh Five Year Plan.

f An Ordinance has been promulgated f
establishing 15 Central Universities.

1 Six new Indian Institutes of Technology (IIT) ht
started functioning in Bihar, Andhra Prades
Rajasthan, Orissa, Punjab and Gujarat dur
2008-09. Two more IITs in Madhya Pradesh a
Himachal Pradesh are expected to commer
their academic sessions in 20@0.

1 Teaching is expected to commence in four of t
six new Indian Institutes of Managemen
proposed for the Eleventh Plan period, fromett
academic year 20020. These are in Haryan:
Rajasthan, Jharkhand and Tamil Nadu.

The UPA Government has revised the Educatic

Loan Scheme, as a result of which the number of I«

accounts has increased by more than four tim

during the period March B 2004 to Septembel

30,2008 from 3.19 lakhs to 14.09 lakhs. The Ic

outstanding during thigeriod has increased
from Rs.4,500 crore as on March 31, 2004
Rs.24,260 crore as on September 30, 2008.
1 500 ITIs have been upgraded into centres

excellence.

IMPACT

1 It is sad that while more emphasis has be
laid on higher education, primary educatic
remains neglected. More funds have be¢
allotted to forming 1ITs and IIMs while ther
has been no mentin of the allocation of
funds to the rural education or free educatio
scheme.

1 The National Skill Development Corporati
created with the corpus of 1000 crores
likely to have a positive impact on the sme
scale industries as well as provide financ

independence.

2 XK GKS O02YYSyOSYSyi
and the revision of educational loans the UPA
government has made education both affordabl

and available.

EXPECTATIONS FROMIQNN BUDGET 2060¢
2010

1 We expect an increase in allocation of fun
to the Sarva Shiksha Abiyaan
approximately Rs 13000 crore

i Total budget allocation to the educatiol
sector is expected to increase by6%%6, which

attract more private participation.

11



Education

1 Top institutions like 1ITs and IIMs should assis
implementing the rural education schemes.

9 Education cess is predicted to conte at 2% and
it must be spent only on education.

1 Integrated Child development Schemes shot
continue.

f Cdzy Ra aK2dzZ R Right td ffeé @nd
O2YLJzZ 82NB SRdzOI A2y ¢

1 More funds should be allocated for infrastructur

of schools and colleges.

12




Energy and Petroleum

INDUSTROVERVIEW

The picture of energy support to industrial growth
mixed. On a positive note, coal production grew at °
per cent during H1 2008, compared to 2.8 per cent
the previous year 2007. The growth in the productit
of natural gas also improved from 2.4 peant to 4.8
per cent during the period. On the flip side, tr
negative growth experienced in crude oil productic
during H1 2007 continued in the current year. T
growth in petroleum refinery products, at 4.5 pe
cent, during H1 this year, was almostfhafl that in H1
2007.

HAPPENINGS IN FINANCIAL YEARCZDO08

Spurt in crude prices were due to a combination
geopolitical events and unplanned outages of some
the oil production fields. The prices continued -
hover at historically high levels with Brent, WTI a
Dubai crude prices averaging at US$ 82.8, US6
and $ US 76.5 per barrel for FY08. This reflectec
increase of 29%, 26% and 25% respectively over

corresponding levels of FY07.

Demand for petroleum products in India grew
6.0% from 111.7 m tonnes to 118.8 m tonne
Transportation fuels grevaster at over 10.0%. Th
consumption of diesel, which accounts for more thi
a third of the total consumption, grew at 11.19
Growth in petrol was at 11.2% and that of jet fuel w
at 14.1%. Demand for ligueified petroleum gas was
by 7.5%, while saleof naphtha and kerosene

declined by 14.8% and 0.6% respectively.

ht 9/ Qa NBf dzOidtyOoS G2

and tightening of product specifications adde
pressure to an already stretched refining syste
Rising costs and project delays continued
hamper growth .in new refinery capacit
additions. Complex rafiers continued to gain due
to wide lightheavy differentials and higher ligh
product margins. Aggregate Indian refinir

capacity remained unchanged at 14%omes

FUTURE PROSPECTS

1 In order to secure the energy security of tr
country, government has laidcreased thrust
on exploration and buying oil equity outsid
the country. There have been sorr
significant discoveries in oil and gas spa
with discovery of oil in Rajasthan by Cairn a
discovery of gas by Reliance in KG basin. |
(ONGC Videsh ), tlmverseas investment armn
of ONGC has also bought stake in oil block:
as many as 18 countries. Thus, post 2009;
can see enhanced production of oil and gas
the country. Coal Bed methane (CBM)
expected to commercialize within next coup
of years,thus paving the way for alternative
sources of energy in the country.

1 The unmet demand for natural gas in India
estimated to increase from about 113 r
standard cubic meters per day (mmscmd)
FY08 to 396 mscmd by the year 20z
Demand for petrol, died and jet fuel are
expected to grow at a compounded annu
rate of 1.7%, 2.5% and 2.2% respectively
2010.

13



Energy and Petroleum

1 The medium term outlook for refining margin
looks positive, due to robust growth in deman:
stretched utilization levels and lagging ne
capacity buildup.Refining capacity bottleneck
are also unlikely to reduce prior to 2012 c
account of project delays. petrochemical
substantial investments have been made in ne
capacities in emerging economies like China, In
and the Middle East, which is expectedemerge
as a production hub due to availability of che:

feedstock.
EXPECTATIONS FROMQNNBUDGET 20210

1 CIl wants aviation turbine fuel (ATF) to |
categorized under the declared goods since hi
levies make the domestic air service
uncompetitive.

1 Naural gas as well should be included in the |
of declared goods. Also, natural gas should
considered as a natural oil to avail 7 years of -
holiday under natural gas production

9 Gas prices should be rationalized and should ¢
be categorized undehe declared goods.

1 A price band for the oil marketing companies
as to increase prices within the range witho
seeking prior approval of the government.

9 Custom duty cuts in petrol, diesel and LPG sc
to minimize the subsidy burden by reduction
costs at the refinery gate.

1 Deregulation of auto fuel prices to a cap
$75/bbl
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Infrastructure

INDUSTROVERVIEW

Thedownturn in the past fiscal year, in the real esta

sector has been the hardest.The sector has mo

from a period of abundant capital availability to tr

times of liquidity crisis. The current economic turma

at the macro level has raised the expectasoof the

realty sector from the Union Budget 2009.

INTERIMBUDGET 2@32010 ANNOUNCEMENTS

1

T

In order to keep the funding of importan
infrastructure projects viable under the PF
Y2RSt |yR (2 SyadaNB
into hurdles, the Governmeén has provided
means to refinance to banks who take up fundi
such long term projects. In this regard, the Indi
Infrastructure Finance Company Ltd will refinan
60% of the commercial bank loans worth F
100000 crore for critical sectors over the né&&

months. For this, it has been allowed to raise |
10000 crore in the market. It has also bet
authorized to raise aadditional Rs. 30000 crore
if need be.

Allocationunder Jawaharlal Nehru Nationailian

Renewal Mission (JNNURM) for urb:i
infrastructure development was around Rs. 118
crore in the current fiscal

tKS D2@SNYyYSyiaQa

and renewing rural infrastructure¢ Bharat

Tt 3

Nirman has been allocated Rs. 40900 crore
FY®09.

Rural Infra Development Fund has received
corpus of Rs. 14000 crore with rural roa

receiving a further window of Rs. 4000 crore.

1 Under 54 Central Secl

infrastructure projects with a project cost o

PPP mode,

Rs 67,700 crore given -principal or final
approval and 23projects amounting to Rs
27,900 crore approved for viability gap
funding in 200809.

EXPECTATIONS FROMIQNN BUDGET 200¢
2010

1 Reintroduce Sec 80 M; allows deduction fc
dividends received from subsidiaries ft
calculating dividend distribution taxSinceit
has been accepted that current DDT structu
leads to double taxation of dividends in th
KFryRa 2F LI NByid 02
Government is likely to rntroduce Sec 80
M.

1 Land Acquisition for BOT projects on a fas
pace and increase in limit ddnd acquisition
prior to commencement of construction
Land Acquisition process needs to be on
faster pace and current norm of 50% lar
availability needs to be replaced with highe
limit.

1 With major infrastructure programs on
stream government mighbbk forward to
ease systems. Government might-Re
introduce Sec 10 (23)(G), allowing banks to
claim interest deduction on longerm lending
to infra projects. This should encourage ban

to increase their infrastructure lending.
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Insurance & Pension Funds

INDUSTROVERVIEW 1 Announcement regarding FDI of 26#0the
India is the fifth largest life insurance market in tf pension fund industry are expected to b
emerging insuranceeconomies globally and the made.
segment is growing at a healthy G per cent
FyydzZ tted ¢KS AyadzNlyo
FraasSad Ay Go2 &SIFNBR &aa
life insurance companies saw 29.5 per cent rise
premium collected throughsale of new policies tc
US$ 758 million in April 2009, as against US$
million in the corresponding period last year. Tl
pensions industry is still in the developmental stac

in India.
UNION BUDGET 202809 ANNOUNCEMENTS

No direct announcements reted to insurance and
pension funds sector. Some of the announcements

which may have impact on these industries were

I Health insurance scheme to cover 75 lakh
citizens.

1 Rs 644 Crore for National Agriculture
Insurance Scheme, which will be made to
keep on pending creating a substitute crop

insurance scheme.
EXPECTATIONS FROMQNNBUDGET 2010

9 Increase in FDI limit in insurance to 49%his
would enable the insurancecompanies to raise
additional capital and allow banks to unloc&lue
of their insurance subsidiaries througkting.

1 Pension Reform (PFRDA Act enablingeasion
regulatory authority) is expected to be

announced.
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Metals and Mining

INDUSTROVERVIEW

In India, 80% of mining is in coal and the balance =
is in various metals and other raw materials such

gold, copper, iron, leadauxite, zinc and uranium.

India is the largest producer of mica blocks and m
splittings; ranks third in the production of coal
lignite, barytes and chromite; 4th in iron ore, 6th |
bauxite and manganese ore, 10th in aluminium a

11th in crude stek

Though, India is one of the leading producers of me
minerals, to sustain higher growth rate an
development of domestic infrastructure many stej
needs to be taken to enhance production and sup)

of these materials.

Among the metalshe Indian stekindustryis the 5th
largest producer of steel globally, India accounts fo

little over 7 per cent of the world's total production.

STEEL PRODUCTION

1 Ministry is confident that an investment wortt
US$ 176.49 billion is likely to go into the ste
sectorby 2020, taking India's steel capacity to |
in excess of 290 million tones.

1 SAIL's crude steel production is likely to rea
24.84 MT by 201q12 and 60 MT by 2020 fron
the present 12.84 MT. Private steel bigwigs li
Tata Steel, JSPL, Ispat and JSWI %ise have
major expansion plans on the anvil. Jinc
Stainless and Visa Steel are planning to set up
and 0.5 million tones of stainless steel capac

over the next two years.

The other major metal for the Indian economy
aluminium whose production has gaine
substantial heights and is expected to ¢
government attention for furthermprovement in

the production process.

Though the government came out with interir
budget in Feb 2009, major announcements f
the industry were made in the Union Budg:
200820009.

UNION BUDGET 202809 ANNOUNCEMENTS

AND IMPACT

1 Customs duty on steel méhg scrap and
aluminium scraps was brought to 0%.

1 Export taxes on key raw material of ste
increased.

9 Iron ore export duty decreased by 15 per ce

at Rs 300 per tonnes.

EXPECTATIONS FROMIQNN BUDGET 200¢
2010

1 Excise duty on steel may baised from 86 to
10% or 12% The government continues t
carry high budget deficit and the revenu
collection slumping, move to rise addition:
revenue by hiking excise is very likely.

1 Import duty on primary aluminum may b
raised to say, 7.5% or 10%® protect
domestic industry from cheaper imports fror

china and other Southeast Asian countries.
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Metals and Mining

1 Government may indicate policyaction for
allowing commercial coal miningy private
companies and amendment iParliament to
permit competitive bidding otaptive coal blocks
India produces over 450mn tonnes of coa
annually, almostt0mn tonnes less than what i
consumes.To reduce this gap pacipation from
private sector might be increased.

1 Further to boost coal mining activitie
Government could reduce nearly by half tt
import duty levied on heavy and ligleguipment

used for mining coal




Pharmaceuticals

INDUSTROVERVIEW

LYRALFQa LIKIFNXI OSdziAOl f
growing sectors in the Indian economy with tt
growth rate (CAGR) of 11.9 per cent during 20l
2008. The industry has emerged as one of 1
strongest and most successful exales of
knowledgebased industries in the world and it he
made tremendous progress in terms of developme
of technology, products and infrastructure. Its larg
pool of skilled technical workforce, low productio
costs and government support has enablets
transformationfrom an importdependent industry to
a major exporting industryThe domestic turnover o
the industry stood at Rs 525.6 billion in 20C
accounting for 1.6 percent of GDP. Out of tt
turnover, domestic branded formulations sales we
worth Rs 327.7 billion (as per ORG IMS June 08 r
sales data). The remaining portion is estimated
have come from unorganised players & the
contribution is estimated at 25 per cent of th
R2YS&adGAO0 AYRdza G§NB Q&
pharmaceutical indstry ranks fourth in the world in
terms of volume (8 per cent global share) al
fourteenth in terms of value (1.9 per cent glob

share).

UNION BUDGET 202809 ANNOUNCEMENTS

There wee no announcements regarding this sect
in the 2009 mterim budget. Hence the
announcements of Union Budget 262809 and their

impact has been analysed.

1 Extension of weighted deduction of 150% ¢
R&D expenditure.

1 Excise dutyully exempted on antAIDS drug
ATAZANAVIR, and bulk drugs for
manufacture.

1 5 years tax holiday for setting up hospitals
non urban cities.

i Excise duty on all goods produceeduced
from 16% to 8%.

1 Rs. 16,534 croreallocated for healthcare
sector.

1 Customs dutyreduced from 10% to 5% ol
certain specified life saving drugs and on tl
bulk drugs used for the manufacture of suc
drugs.

1 Customs duty on specified raw materia
required to manufacture of ELISA kit
reduced from 10%/7.5% to 5%.

1 Rs. 1,042 crores allocated for drive
eradicate polio with focus on high ris
districts in Uttar Pradesh and Bihar.

1 National Aids Control Programme provide
Rs. 993 crore.

1 The allocation to the Btional Rural Health
Missionhiked by 15% and a health cover
Rs. 30,000 for every wker in the BPL

categoryannounced.

IMPACT

The impact of Union budget was positive for tt
pharmaceutical industry. Excise duties or

pharmaceutical drugs were halved fncan
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Pharmaceuticals

existing 16.0 percent to 8.0 percent. Along with t
cuts there was 125.0 percent deduction on reseat
and development expenditure in the pharmaceutic
sector whichincreased capacityexpansion in this
sector. This benefited companies such as Uniche

Labs in enhancing their research capability.

¢CKS Fftt20FG4A2Y dzy RSNJ ¥
increased toRs 12,050 crore and there waBocation

of Rs 993 croréor National Aids control programmi
and provision of Rs 1042 crore for 2008 for

eradication ofPolio was beneficial for companies sur
as Panacea Biotech and Cipldurther, leading
companies like Ranbaxy Labs, Dr. Reddy's Labs, (
Sun Pharma, CadilHealthcare, Lupin, Wockhard
IPCA and Unichem also benefitted on account of
in excise duty. Futher, hospitals like Apollo Hospit
and Fortis Healthcare benefit from provisions

Subsection 11c in Section-38.

Reduction of customs duty from 10% 5% and
exemption of excise duty benefitted companie
engaged in anticancer such Dabur Pharma ¢
Zenotech Labs. Cipla and Lupin were beneficiarie
the antirasthma segment.

EXPECTATIONS FROM@NNBUDGET 202010

9 The proposalo extend incomeax benefits to
profits of scientific R&D companies may help
larger universe of pharma companies to reap t
exemptions.

1 The pharmaceutical industry has pinned its hog

on a host of R&D and tax incentives, which if

approved in the Budget, would help th
players to free up cash flows through te
savings to fund research activities that do n
generate immediate earnings
Pharmaceuticals being a sector that reli
significantly on exports, tax incentives dealil
with foreign exchange earnings of compani
may help bolster realisations in an otherwis

challenging environment.

The industry also expects for the deductic
umbrella on R&D expenses to be raised frc
150 per cent to 200 per cent.

The proposal to extend incordax benefits
to profits of scientific R&D companies (whic
not only do innovation, but also focus o
other forms of research) may help a larg
universe ofpharma companies to reap ta
exemptions. Players are looking for ¢
extension of this provision by another fiv
years till 2012.

Apart from R&D, proposals to reduce tt
MRP based excise duty on medicines from
per cent to 8 per cent and total excis
exemption on 354 drugs specified in th
national list of essential medicines have al
been mooted, as measures to moderate dri
prices. The duty exemption for listed essent
drugs will allow companies to generate high
growth for their price controlled dmgs,
revenues from which have grown by a mere

per cent in last 12 months
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INDUSTRY OVERVIEW

The year was one of mixed fortunes for the sector a
would be best remembered for the hyped listing
Reliance Power Ltd, an Anil Ambani stable firm tl

had bagged deals for two ultiaega power plants.

The ambitious targetfoadding 78,577 MW of powe
generation capacity by 2012 was overshadowed
the turf-war between equipment supplier BHEL ai
the nation's largest power utility NTPC, with the latt
wanting to set up its own equipment manufacturin
factory.BHEL and its adnistrative ministry of heavy
industries opposed the move toothnd-nail and in
the end the two formed a joint venture for
manufacturing unit but it remained to be seen if tr
new plant would come up just in time for meeting tr

Xlth Plan targets.

The ctor had missed by a mile, the targets set in t
previous plans.For a sector battling tight schedule:
another bad news lay on the fuel front firstly wit
coal shortages and then the price of naphtha shooti
through the roof. In the absence of altertieasources,
plants ran below capacity and the infamous pow

cuts continued to plague major cities.

But relief was not far away when the recession
major economies saw oil prices crash in the [
guarter, with naphtha prices collapsing to cost, f

the first time in many years, cheaper than LNG.

The current installed capacity in India is 1,47,402.8:

MW the break up is as follows:

Thermal 93392.64 64.6
Hydro 36647.76 24.7
Nuclear 4120 2.9

Renewable Energy 13242.41 7.7

Sources

India needs to spend $600 billion on addin
capacity to meet electricity demand, which may
triple to 335,000 megawatts by 2017 if the
O2dzy iNEQa SO2y2Ye& YI Ay
growth, McKinsey & Co. said in June 2008. TI
Central Electricity Authority (CEA) has projecte
that there will be energy shortage of 8.8% an
peak shortage of about 18.1 % in the countr
during 20082009.

INTERIM BUDGET 20@BINOUNCEMENTS

1 The Revised estimate for the Power sectc
has increased to Rs. 52126 crore for the yei
200910. This shows an increase of 43% fror
Rs. 36306 crore which was the Budgete
outlay for 200809.

1 Rs.800 crore hésen proposed for the
Accelerated Power Development anc

Reforms Programme. Acknowledging the

poor state of power transmission and

distribution in the country the finance
minister has proposed to set up a nationa

fund for transmission and distribution rafm
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