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What Budget 2011-2012 Unfolds for Different Sectors?
· Pharma Sector:

· The Budget is neutral for the pharmaceutical sector.

· Increase in the rate of MAT by 50 basis point i.e. from (18% to 18.5%) and inclusion of units operating in SEZs under MAT would negatively impact companies which presently have or are planning to set up manufacturing units in SEZs. 
· No extension provided on weighted deduction for in-house R&D is a disappointment for the pharma company actively involved in R&D.

· Increase in plan allocation for health by 20% in 2011-12 to Rs 267.6 billion will improve healthcare access in the country which is a marginal positive for the sector.  

· Overall impact would be marginally negative due to impact of MAT on units operating in SEZs. 
· Top Picks: Sun Pharma, Cipla and Divi’s Laboratory.

· Tourism Sector:

· Hotel accommodation above Rs. 1000 per night will now be charged a 5% service tax.
· Air-conditioned restaurants serving liquor will be charged 3% service tax as well.
· The blend of both these will ultimately pass on to consumer and observers say this will act as a wall for foreign tourist to arrive in our country.
· Healthcare sector:
· Private air-conditioned hospitals with more than 25 beds will now attract 5% tax on their service.

· Increasing the cost of health care in most corporate hospitals chain including Apollo Hospitals, Fortis Healthcare and Manipal Healthcare and diagnostic centers such as Super Religare Laboratories, Dr Lal Pathlabs and Metropolis.
· Aviation Sector:

· Service tax on economic class air travel within the country will rise to Rs. 150 from Rs. 100 while that on international economic class air travel will rise to Rs. 750 from Rs. 500.
· The increase will not adversely affect the demand for the air travel but in sentiments terms the industry says it will send a negative signal.
· Cement Sector:

· With cement sector struggling from the problem of oversupply a hike in excise duty will be like a die like flies (Collapsing under large numbers).
· The hike will result in the hike of price by Rs. 7 to Rs. 8 per bag but the other side of the coin says reduction of import duty from 5 % to 2.5% will be a relief pill to some of cement importers.   
· Rising material and power costs are estimated to hit margins by at least 200 basis points from the present levels.
· Likely to affect Companies like ACC Ltd., Ambuja Cement Ltd., and Indian Cement Ltd.
· Automobile Sector:

· The excise duty which was expected to be increased widely has not been tinkered giving a positive signal to the sector on the whole.
· The thing that has gone positive in favor of the automobile stocks is the fact that there has been a huge focus in increasing the expenditure towards the rural and agricultural sector and overall increase in the primary lending target by about 1 lakh corers. The aim was to ensure that rural demand remains intact.
· So, the player like M&M in the agriculture sector can benefit hereon.

· Top Picks: Bajaj Auto, M&M and TATA Motors.

· FMCG (Fast Moving Consumer Goods) Sector:
· The 250 basis point (bps) reduction in corporate tax surcharge will benefit all consumer companies. It is likely to reduce the tax incidence by 0.8%.
· The Budget proposes an excise duty of 1% on products such as sauces, ketchups, soups and instant food mixes and tea and coffee pre-mixes.
· No increase in excise duty on cigarettes. Positive for ITC.
· Reduction in excise duty on Sanitary Napkins and Diapers from 10% to 1%.      
· ITC and Procter and Gamble Health and Hygiene will be the major beneficiaries, while Nestle and Hindustan Unilever will have a marginal negative impact from the Budget proposals.
· IT (Information Technology) Sector:

· MAT on unit operating in SEZ.
· There was no further extension to the window of STPI tax benefits, set to expire on March 31, 2011.
· The Finance Minister proposed to levy MAT on developers of Special Economic Zones as well as units operating in SEZs.
· Media Sector:
· Lower effective tax rate due to reduction in surcharge from 7.5% to 5%.
· Metal Sector:
· Increase in export duty on iron ore from 5% on fines and 15% on lumps to uniform 20%. Can affect stock like SESAGOA.
· Import duty on pet coke reduced from 5% to 2.5%.
· Import duty increased from 2% to 2.5% on ore and concentrate.
· Foreign dividend tax rate cut to 15% for FY12.
· Stainless steel scrap import duty removed. Can help stock like JSL Stainless.
· OIL & Gas Sector:
· MAT to be applicable on developers of SEZ’s and the unit operating under the SEZ’s.
· Decrease in excise duty on CNG conversation kits from 10% to 5%.

· Decrease in customs duty on pet coke from 5% to 2.5. Can affect RIL.
· Government to pay direct cash subsidy on kerosene and LPG to consumers in a phased manner from March 2012.
· Real Estate Sector:
· MAT on SEZ developers. Likely to affect RE players DLF, Mahindra Lifespace and Prestige in their near term cash flows.
· Interest subvention of 1% on housing loans extended to housing loan up to Rs1.5m (v/s Rs1m); where the cost of the house is lower than Rs2.5m (v/s Rs2m). Beneficiaries can be Unitech and HDIL.
· Priority sector housing loan limit increased from Rs2m to Rs2.5m.
· Enhanced provision under Rural Housing Fund to Rs30b (v/s Rs20b) to provide competitive housing finance to rural.
· Retail Sector:
· No reference of FDI in retail.
· 10% excise duty on sale of branded garments applicable at 60% of retail selling price.
· 1% excise duty on branded jewelry. Unlikely to affect Titan Ins. Brand Tanishq.
· Government program for vegetable clusters, National Mission for Protein Supplements, 15 mega food parks, capital expenditure for modern food storage eligible for viability gap funding.
· Top Pick: Pantaloons Retail.
· Telecom sector:
· Effective service tax unchanged at 10.3%.
· Effective MAT rate unchanged at 20%.
· Exemption of 4% special additional duty on mobile phone components extended for FY12.
· FY12 budget incorporates ~Rs125b non-tax revenue over and above the revenue sharing license fee and spectrum charges, implying likely budgeted one-time revenue receipts for spectrum allocation from existing/new operators.
· Top picks: Bharti Airtel and IDEA.

· Utilities Sector:
· Sunset clause of Sec 80IA tax holiday extended till March 2012.
· SEZ developers and units operating within SEZ subject to MAT.
· Facilitates dedicated debt funds for the infrastructure sector.
· Top Picks: NTPC, Power Grid and Coal India.

· Banking and Finance Sector:

· Increase in the target for agriculture loan from Rs3.75t to Rs4.75t, translating into growth of 25%+.
· FY12 fiscal deficit expected to be 4.6% for FY12 and net market borrowings to be at ~Rs3.6t (including T-Bills).
· Allocation of Rs60b for recapitalization of state owned banks to maintain minimum Tier I CAR at 8% and increase government shareholding to minimum of 58%. In FY11, Rs202b has been provided, of which Rs102b is already infused.
· Enhancement limit for 1% housing loan interest subvention to Rs1.5m (up from Rs1m). Further housing loan limit under priority sector lending enhanced from Rs2m to Rs2.5m.
· Additional deduction of Rs20,000 under section 80CCF for investment in long-term infrastructure bonds has been extended for FY12 as well.
· Top Picks: SBI, ICICI Bank, YES Bank, IndusInd Bank, Canara Bank and PNB.
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