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Overview

Balanced budget with concrete steps to address both near term and long
term structural issues

Positive surprise include reduction in personal income tax which shall help
boost discretionary consumption

Excise duty rollbacks and hike in oil prices to help contain fiscal deficit
Hike in MAT to 18% will in short term dampener for select corporate

Focus on rural spending, and infrastructure to help sustain acceleration in
GDP growth

Continue our positive view on Infrastructure, Capital goods, Auto and
Banking

Our Top picks are Mahindra & Mahindra, Indusind Bank, Nagarjuna
Construction, Zee Entertainment & Godrej Consumer



Rs1,73,552 crore provided for infrastructure development which accounts for
over 46 per cent of the total plan allocation

Allocation for road transport increased by over 13 per cent from Rs17,520
crore to Rs19,894 crore

Plan allocation for power sector excluding RGGVY doubled from Rs2,230
crore in 2009-10 to Rs5,130 crore in 2010-11

Plan allocation for school education increased by 16 per cent from Rs26,800
crore in 2009-10 to Rs31,036 crore in 2010-11



Tax Revenue
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Outcome

Partial roll back of excise duty benefits :

(a) Excise duty on two-wheelers, small cars
and commercial vehicles increased to 10%
from existing 8%

(b) Ad-valorem duty on large cars, MUVs and
SUVs increased to 22% from 20%

Weighted deduction on in-house R&D
enhanced from 150% to 200%

Personal tax rates reduced

Impetus on Agriculture and rural growth

Impetus on infrastructure

Higher duties on petrol prices

Marginally
negative.

Positive

Positive

Positive

Positive

Negative

Stocks
impacted

All

M&M, Maruti Suzuki

Hero Honda, Bajaj
Auto, TVS Motor,
Maruti

M&M, Hero Honda,
Maruti

Tata Motors, Ashok
Leyland, M&M

Tata Motors, Ashok
Leyland

EPS impacted

No incremental impact as
we have already built in
these changes in our
FY11 estimates




iImpacted

Increase in plan outlay for the Ministry of New and
Renewable Energy by 61 per cent to
Rs.10bn

External Commercial Borrowings (ECB) to be
available for setting cold storage facilities by
changes in the definition of infrastructure under the
ECB policy should result in increased addressable
business opportunity . However, project import
status at a concessional import duty of 5% for
setting up & expansion of cold storage facilities
should increase competition.

Concessional customs duty of 5% on machinery,
instruments, equipment and appliances required for
the initial setting up of photovoltaic units and also
exemption from Central Excise duty

Exemption from excise duty to specified inputs
required for the manufacture of rotor blades for
wind energy generators

Excise duty increase on room ACs from 8% to
10%.

Positive

Neutral

Positive

Positive

Neutral

as majority of AC
manufacturing units are
located in excise free zones

Websol Energy -
Systems, Suzlon

Blue Star, Voltas -

Websol Energy -
Systems

Suzlon -

Blue Star, Voltas, -
Hitachi




QOutcome

Increase excise duty
to 10%

Increased outlay for
infrastructure
development, rural
housing

Impact

To result in upward revision in cement
prices in short term. However, such revision
of prices would be restricted on account of
increase in supplies, particularly for South
India players

Cement growth would sustain and the
industry would be able to bridge the
expected supply demand gap to some
extent

Stocks
impacted

Negative for all
companies

Positive for all
companies

EPS Impact

No incremental impact
as we were building in
such an increase
Negative

Positive




Allocation of Rs 1735bn for
infrastructure development

Increase MAT rate to 18%

[IFCL’s disbursements expected
to touch Rs 200bn during FY11.
Take-out financing to provide

Rs. 250bn in the next three years

Impact

Would result in more projects being
awarded to construction companies,
thereby enabling further growth and
visibility.

Increase the tax-liability of BOT projects
currently paying MAT and would reduce
equity cash flows

Provide long term financing assistance to
a wide range of infra projects, thus
enhancing infrastructure creation

impacted

Positive for the entire
sector

Negative for companies
executing BOT projects
like IRB Infra, IVRCL,
IVR Prime among others

Positive for the entire
sector

Positive

Negative for Infa
asset owners

Positive
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Additional banking licenses to private sector
players and NBFC

Provision of Rs 16500 crore for PSU Banks
to ensure 8% tier | capital by Mar’ 2011

Period for repayment of loans to farmers
extended by six months from Dec 2009 to
June 2010 under debt waiver and relief
schemes

Positive

Positive

Positive

Stocks impacted

IDFC, IFCI, Reliance Capital

OBC, Dena Bank, Syndicate Bank, Central Bank

All PSU Banks
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MAT increased to 18% Negative Dabur, Godrej Conusmer Products, Dabur ~(4%)

(from 15%) Marico GCPL ~(2-3%)
HUL ~(5%)

Hike in Excise Duty for Negative ITC, Godfrey Philips ITC Sales ~(3.5%)

cigarettes EPS ~(4-5.5%)

Excise duty hiked to 10% Negative Almost all companies Colgate ~(2%)

(From 8%)

Service tax retained at Neutral Marico No Impact
10%
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FMCG |

Excise Duty hike in Cigarettes — Redefining the slabs

In cigarettes, the government has split the slab of less than 70mm filter cigarettes into two
categories - less than 60mm (excise duty of Rs669 per thousand sticks Vs earlier duty of
Rs819 per thousand sticks) and between 60mm-70mm (excise duty of Rs969 per
thousand sticks Vs earlier duty of Rs819 per thousand sticks). In our opinion, taking the
70mm-75mm length also into account, this introduction will have negligible impact on the
overall excise duty rates. We expect some improvement in volume growth in this length
group though as the availability of less than 60mm cigarette would help.

However, the 11.4% and 9.2% increase in duty rates for between 75mm-85mm and over
85mm, respectively is adverse and above the street expectations. This length group, in our
estimate, would be contributing around 20% of total domestic volumes. We believe part of
this can be compensated by the 18% lowering of excise on non-filter less than 60mm
cigarettes. We believe that this move once again makes ITC’s presence in non-filter a little
viable. Overall, we see this Budget as somewhat negative, but correcting some aberrations
in the fundamental structure of cigarette industry.
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No reduction in License

fees for DTH

No Impact

DISH TV

Neutral

No increase in service tax

No Impact

Almost all companies

Neutral
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No Impact

All companies

Neutral

No change in FDI limits

None for FY11E

All companies

Positive

Implementation of GST

by April 1, 2011

15



Research Team

Amit Khurana, CFA Head - Research 91-22 67104032 amit.khurana@mangalkeshav.com
Shishir Manuj FMCG, Retail, Media 91-22 6710 3043 shishir.manuj@mangalkeshav.com
Mehul Mehta Capital Goods 91-22 6710 3044 mehul.mehta@mangalkeshav.com
Piyush Parag Automobiles, Shipping 91-22 6710 3041 piyush.parag@mangalkeshav.com
Nitin Bagde Technical Analyst 91-22 6710 3053 nitin.bagde@mangalkeshav.com
Rajesh Satpute Technical Analyst 91-22 6710 3054 rajesh.satpute@mangalkeshav.com
Pranav Mer Commaodities 91-22 6710 3048 pranav.mer@mangalkeshav.com
Viral Shah Research Associate 91-22 6710 3049 viralshah@mangalkeshav.com
Jay Thakker Research Associate 91-22 6710 3046 jaythakker@mangalkeshav.com
Swati Saboo Research Associate 91-22 6710 3052 swati.saboo@mangalkeshav.com
Divyata Dalal Research Associate 91-22 6710 3050 divyata.dalal@mangalkeshav.com
Amar More Production 91-22 6710 3055 amar.more@mangalkeshav.com
Institutional Sales / Trading Desk

Roshan Shah Sr. Vice President, Institutional Sales 91-22 6710 3040 roshan.shah@mangalkeshav.com
Venkat Ramesh Babu Sr. Vice President, Institutional Sales 91-22 6710 3039 venkat.ramesh@mangalkeshav.com
Jatin Shah Sales Trader 91-22 6710 3037/38 jatin.shah@mangalkeshav.com
Madhukar Muravne Dealer 91-22 6710 3034/35 madhukar@mangalkeshav.com
Ashish Parekh Dealer 91-22 6710 3036 ashishparekh@mangalkeshav.com
Disclaimer:

©2006 Mangal Keshav Securities Ltd. All rights reserved
This Report has been prepared by Mangal Keshav Securities Limited (MIKSL)

This Report is meant solely for use by the recipient and is not for circulation. This Report does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this Report, clients should consider whether it is suitable for their
particular circumstances and, if necessary, seek professional advice. The price and value of the investments referred to in this Report and the income from them may go down as well
as up, and investors may realise losses on any investments. Past performance is not a guide for future performance. MKSL does not provide tax advise to its clients, and all investors
are strongly advised to consult with their tax advisers regarding taxation aspects of any potential investment. This Report is based on information that we consider reliable, but we do
not represent that it is accurate or complete, and it should not be relied upon as such. Opinions expressed are our current opinions as of the date appearing on this Report. This
Report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of any locality, state, country or other jurisdiction, where such
distribution, publication, availability or use would be contrary to law, regulation or which would subject MKSL to any registration or licensing requirement within such jurisdiction. If this
Report is inadvertently sent or has reached any individual in such country, the same shall be ignored and it shall be brought to the attention of the sender. This Report may not be
reproduced, distributed or published in any form for any purposes with out prior written approval of MKSL. We and our affiliates, group companies, directors, officers and employees
may (a) from time to time have long or short positions in, and buy or sell the securities of company (ies) mentioned herein or (b) be engaged in any other transaction involving such
securities and earn brokerage or other compensation or (c) act as advisor or lender/borrower to such company (ies) or (d) have other potential conflict of interest with respect to any
recommendation and related information and opinions. MKSL, its directors, officers, analysts or employees do not take any responsibility, financial or otherwise, for any losses or
damages that may be sustained due to the investments made or any action taken on the basis of this Report, including but not restricted to, fluctuation in the prices of securities,
changes in the currency rates, diminution in the NAVs, reduction in the dividend or income etc. While all efforts have been taken to check the accuracy of the information provided
herein, we do not warrant that is free from any technical inaccuracies or typographical errors. Mangal Keshav Securities Ltd. shall not be liable for damages of any kind arising out of or
in connection with the use of the information in this publication.

Regd. Office : 501, Heritage Plaza, J. P. Road, Opp. Indian Oil Colony, Andheri - (W), Mumbai - 400 053.
Tel : (91-022) 3068 8000 Fax : (91-022) 6679 0535
Institutional Team : 301A-304A, Kotia Nirman, Opp. Laxmi Industrial Estate, New Link Road, Andheri (W), Mumbai - 400 053.

Tel : (91-022) 6710 4030 Fax :(91-022) 6725 9861

"r
= W

»




	Overview
	Key Allocation to Infra & Social Sectors
	FMCG

