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The budget is a major announcement that investor keenly look forward to. The government 
policies and announcements will impact the different sectors that will in turn determine the 
direction of the stock markets. 
 
As our finance minister will be presenting his second consecutive Union Budget in parliament on 
February 26, 2010. People are expecting a 'Surprise' Budget considering that India is expected 
to achieve eight per cent gross domestic product (GDP) growth against the estimated growth of 
6.9 per cent, and growth estimates across the manufacturing, services and agriculture sectors are 
promising. However, there is pressure to curb inflation which may put burden on government 
finances. 
 
Major Focus Areas: 
 
(1) Agriculture - 
 
Agriculture sector would be the highlight of the session. This sector is likely to receive enormous 
boost from the government. Finance minister's invitation to the farmers for the pre-budget meet is 
held to be the main reason behind such speculation. All agricultural based products should be tax 
exempt or concessionally treated. Import of plant and machinery for food processing sector 

should be exempt from custom duty. Our expectations are that government will boost existing 
initiatives and come up with more innovative strategies to commercialise this sector. 
 
Stock to watch:   Jain Irrigation Systems Ltd, ITC, REI Agro   
 
(2) Housing & Infrastructure- 
 
Budget 2010-11 may increase the tax exemption limit on interest payments on home loans, and 
rental income. The sector is expecting measures such as extension of incentive for affordable 
housing, steps to boost capital funding and eliminating liquidity crunch, and increasing available 

deduction for interest on housing loans. Under the present provisions of the Income Tax Act, an 
individual gets a tax deduction of up to Rs 1.5 lakhs on interest payments on home loans. 
 
The industry has requested the finance minister in a pre-budget meeting to hike this limit to at 
least Rs 3 lakhs. This is expected to give a boost to construction activities. There is also a 
demand to increase the limit of Rs 1 lakh on principal repayments of home loans to Rs 2 lakhs. 
Further, there is a demand to make this benefit a separate category, instead of making it a part of 
Section 80C.  
 
It is also being suggested that the government should accord infrastructure status to the housing 
sector and appoint a regulator to act as a single window to monitor the affordable housing 
agenda. 
 
Other items on the agenda have been the rationalisation of stamp duty across all States, and 
encouraging States to release land for low and middle income housing schemes. To provide 
further impetus in this direction, the government should consider tax holiday benefits under 
Section 80IB-(10) for affordable housing projects 
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Infrastructure industry is also expected to be the focus of the budget. Many believe that 
development in this sector would account for massive growth in GDP. Government should take 
steps to bring more transparency and simplicity to the processes involved in the real estate.  
 
Stock to watch: IRB Infra, GMR Infra, DLF, Unitech, Hind Construction, Ansal Housing, LIC 
Housing 
 
(3) Banking – 

The banking system in India has vital importance to the India growth story. The strength of this 
sector is necessary to provide an anchor to the economy, particularly in these turbulent times. 
The government may announce a major capital infusion into public sector banks, or PSBs, in the 
forthcoming Budget enabling them to lend more. The capital infusion will not put any pressure on 
the fiscal deficit since the funds will come from a World Bank commitment of $2 billion to the 
government-controlled banks that name of the beneficiary banks are likely to be announced in the 
Budget. 

Stock to watch:  SBI, PNB, Bank of Baroda, Canara Bank, Indian Bank, Union Bank 

(4) Automobiles- 

The automobile industry fears that Budget 2010 may make cars, both big and small, more 
expensive by anything between Rs 2,000 and a lakh. 

India is now seen as a hub for the small cars segment and many global majors are looking 
expansion into India. The Govt. initiatives of various excise duty cuts and higher allocation to 
defense and tractor segment also proved fruitful. 

The top auto CEOs are expecting that the government may roll back part of the stimulus package 
that helped boost car and SUV sales through 2009-10. The industry is also expecting an upward 
revision in service tax as well as a 2% hike in Cenvat. If Cenvat is hiked two-wheelers might also 
get costlier by Rs 600-1,500. 

Stock to watch: Hero Honda, TVS, Bajaj Auto, Ashok Leyland, Tata Motors, Maruti,  

(5) Exports- 

With Budget 2010-11 a fortnight away, the Union commerce ministry has asked FM to continue 
with export incentive schemes till the economy totally recovers. They have urged the finance 
minister to offer cheap dollar credit at 1% over Libor (London Interbank Offered Rate) to 
exporters, against 3.5% over Libor. Although India’s exports have started growing again after 
several months of decline, the commerce ministry wants extension of interest subvention scheme 
to sustain growth and stabilize it at 15-20%. 

Stock to watch: Gitanjali Gems, Rajesh Exports 

(6) Shipping- 
 
Shipping industry, the backbone of global trade is cyclical in nature with its fortune swing to 
extreme ends in quick succession, In the last four Union Budgets, there were no major 
announcements for the Shipping sector. But if the industry gets service tax waiver, its competitive 
edge can improve. 
Stock to watch -Shipping Corporation, Great Eastern Shipping and Mercator Lines 
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(7) Oil and Gas Exploration- 
 
The budget has an opportunity to resurrect investor sentiments in the two critical areas of gas 
pipeline infrastructure and upstream exploration by doing away with ambiguity in the fiscal regime 
and licensing policies. The government should allow true economic value of fuels to reflect in 
prices of transport and domestic fuels and target subsidies to the deserving in the interest of 
financial and environmental health. 
 
Stock to watch: ONGC, GAIL, CAIRN INDIA,IGL 
 
(8) Pharma- 
 
To boost  (R&D), the ministry is said to have also taken up the suggestions from industry 
associations to extend a scheme of providing 200 per cent weighted exemption, instead of the 
current 150 per cent, on R&D activities. This means, for every Rs 100 spent on R&D, a company 
could claim Rs 200 as tax-free income. 
 
Stock to watch: Cipla, Ranbaxy, Panacea biotech, Cadila, Sun Pharma, Dr. Reddy Lab., Orchid 
Chemical 
 
(9) Metal- 
 
Base metal producers of aluminum, copper and zinc are drawing some comfort from the 
improvement in LME base metal prices. Base metal producers are relatively more dependent on 
global industry revival than the steel players. Growth in production capacity and in turn sales 
volume and reduction in cost of production is going to remain the growth mantra for them 
 
After the Indian government raised the export duty on iron ore last month, the steel industry is 
reported to be seeking fresh hike to curb excess exports, especially to China. In its budget 
recommendations, the steel industry wants the government to curb the rising iron ore exports by 
imposing a 20% export duty after the central government had doubled the export duty on iron ore 
lumps from 5% to 10%. Also, Steel ministry supported steel industry to this context.  
 
Stock to watch:  Hindalco Sterlite, Tata steel, JSW Steel, SAIL 
 
(10) Power- 
 
Power sector being one of the key sectors of the economy should be focused through a 
combination of incentives and direct benefits. India is in dire need for strengthening the power 
transmission and distribution sectors. Special Tax benefits must be provided for companies 
engaged in R&D producing high-end technology and offering power technology/solutions, since 
this ultimately results in increase in revenues for the government. Tax incentives must be 
extended not only to companies owning the power assets but for companies who are directly 
engaged in creating and deploying those assets.  
 
Stock to watch: NTPC, Adani Power, JSW Energy, NHPC, Tata Power, Reliance Power 
 
(11) Telecom- 
 
Indian telecom sector are consolidating with the increase in the number of operators. Excise duty 
on all domestic telecom products should be reduced in this Union Budget. 
 
Stock to watch: Idea Cellular, Reliance Communication, Tata Communication, Bharti Airtel 
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(12) Retail- 
 
Finalisation of the GST rollout is also keenly awaited by the retail sector and retailers are in the 
process of gearing themselves to reap the benefits of the new tax regime. 
 
Stock to watch: Pantaloon, Aditya Birla Nuvo Ltd. 
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Contact us at  research@rrfcl.com   

RR Research can also be viewed and downloaded from www.moneycontrol.com,  www.valuenotes.com,  www.reportjunction.com , 
www.myiris.com, www.capitalmarket.com   
RR Information & 
Investment Research Pvt. 
Ltd.  

47, MM Road Jhandewalan New Delhi-110055 (INDIA) 
011-23636362/63 
www.rrfinance.com , www.rrfcl.com 
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Kindly read the Risk Disclosure Documents carefully before investing in Equity Shares, Derivatives or other instruments traded on the Stock 
Exchanges.  RR would include RR Financial Consultants Ltd. and its subsidiaries, group companies, employees and affiliates. The information 
contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or 
distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of RR. The 
information contained herein is obtained from public sources and sources believed to be reliable, but independent verification has not been 
made nor is its accuracy or completeness guaranteed. RR or their employees may have or may not have an outstanding buy or sell position or 
holding or interest in the products mentioned herein. The contents and the information herein is solely for informational purpose and may not be 
used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial and insurance 
products and instruments. Nothing in this report constitutes investment, legal, accounting and/or tax advice or a representation that any 
investment or strategy is suitable or appropriate to recipients specific circumstances. The securities and products discussed and opinions 
expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment 
objectives, financial positions and needs. Please note that fixed deposits, bonds, debentures are loans/lending instruments and the investor 
must satisfy himself/herself on the financial health of the company/bank/institution before making any investment. RR and/or its affiliates take 
no guarantee of soundness of any company or scheme. RR has/will make available all required information to the prospective investor if asked 
for in respect of any scheme/fixed deposit/bond/loan/debenture. RR is only acting as a broker/distributor and is not representing any company 
in any manner except to distribute its schemes. Mutual Fund Investments are subject to market risks, read the offer document carefully before 
investing. Any recipient herein may not take the content in substitution for the exercise of independent judgment. The recipient should 
independently evaluate the investment risks of any scheme of a mutual fund. RR and its affiliates accept no liability for any loss or damage of 
any kind arising out of the use of any information contained herein. Past performance is not necessarily a guide to future performance. Actual 
results may differ materially from those set forth in projections. RR may have issued other reports that are inconsistent with and reach different 
conclusion from the information presented in this report. The information herein is not directed or intended for distribution to, or use by, any 
person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, 
availability or use would be contrary to law, regulation or which would subject RR and its affiliates to any registration or licensing requirement 
within such jurisdiction. The securities and products described herein may or may not be eligible for sale in all jurisdictions or to certain 
category of investors. Persons in whose possession this document may come are required to inform them of and to observe such restriction(s). 
The display, description or references to any products, services, publications or links herein shall not constitute an endorsement by RR. 
Insurance is a subject matter of solicitation. Kindly also note all the risk disclosure documents carefully before investing in Equity Shares, IPO’s, 
Mutual Fund Schemes, Insurance Schemes, Fixed Deposit schemes, Debt offers, Hybrid Instruments,   or other instruments traded on Stock 
Exchanges or otherwise. Prospective investors can get all details and information from the sites of SEBI, IRDA, AMFI or respective Mutual 
Fund Companies, Insurance Companies, Rating Agencies, Stock Exchanges and individual corporate websites. Prospective investors are 
advised to fully satisfy themselves before making any investment decision 
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