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India faced one of its weakest years on record, impacted severely by the pandemic. Economic activity slumped through the initial
months of the pandemic until June before gradually resuming post September. India has been fortunate to not suffer a second wave like
many other European countries and some of the east Asian nations.
For FY 21, real GDP is expected to shrink by 7 to 8.5%, the lowest in India’s history. Given a favourable base effect and rebound in
economic activity, real GDP is expected to grow by 8-9% and nominal by 12.5-13.5%. Despite the recent rebound, some of the sectors
particularly in services continue to remain deeply impacted. These include, hospitality, tourism, restaurants, entertainment and
aviation.
Our primary expectation from the budget is that it is growth oriented. The economy needs higher investment to create jobs and
employment. The investment cycle which was depressed even before the pandemic, is witnessing some green shoots being helped by
pent up demand of the last 2 years and the Govt incentives to support manufacturing and steps to attract supply chains, many of who
are reworking their strategies to work on a China +1 model.
We would like to see further impetus and encouragement to capital spending in a bid to try and boost the manufacturing base, which
is also a large job creator. Sectors such as construction, low cost housing, real estate (including commercial), tourism, infrastructure
(especially roads, railways) should ideally receive the fiscal push given that these are the sectors which exhibit the highest multiplier
effects.
Other sectors that should receive some attention is MSME / SMEs. It is estimated that India has close to 65 million small enterprises,
being the largest job creator after agriculture. Policies to help revive growth for key MSME/ SMEs which are suppliers in the chain to
large companies is extremely important.
Central capex on capital spending should go up from the INR 4 trillion to at least INR 5.5 trillion, to create the necessary initial
momentum as we restart a new cycle. Allocation to States should continue since most of the infra spending happens at the State levels.
Overall spending will need to be carefully balanced against challenging net fiscal deficit targets which is likely to cross 5% in FY 22 (FY
21 likely to be 7.5%, as against 3.5%,budgeted). State plus Centre deficit for FY 22 is estimated at 11-12%.

Connect with us on:

www.pgimindiamf.com

1800 2667 446

This Document is for information purpose only. This Document and the information do not constitute a distribution, an endorsement, an offer to buy or sell or the solicitation
of an offer to buy or sell any securities or mutual fund schemes (collectively “Products”). PGIM India Asset Management Private Limited (erstwhile DHFL Pramerica Asset
Managers Private Limited) and/or its affiliates/associates undertake no obligation to update forward-looking statements to reflect events or circumstances after the date
therefore. PGIM India Asset Management Pvt. Ltd. and/or its affiliates/associates, their directors, employees, representatives or agents shall not be liable or responsible, in
any manner whatsoever, to any Investor/Recipient or any other person/entity, for the performance of the products. The distribution of this Document in certain jurisdictions
may be restricted or totally prohibited and accordingly no persons receiving this Document in any such jurisdiction may treat this Document as constituting an invitation to
them to subscribe for units of funds of PGIM India Mutual Fund.
© 2020 Prudential Financial, Inc. (PFI) and its related entities. PGIM, the PGIM logo, and the Rock symbol are service marks of PFI and its related entities, registered in
many jurisdictions worldwide.
Mutual Fund Investments are subject to market risks, read all scheme related documents carefully.

