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The event… 
India’s Union Budget FY19 (2018 – 2019) was presented by Finance Minister Arun Jaitley in Parliament 
on 1 February 2018. This budget marks the last full-year budget for the Modi government before the 
general elections in 2019. Various new initiatives and expenditure targets for the upcoming financial 
year were announced, largely focusing on uplifting the agricultural sector, reviving the rural economy, 
boosting infrastructure, along with the major push in healthcare reforms in the country.  

What we think…  
We believe that the Union Budget came in close to our expectations. The government’s focus on 
strengthening the country’s rural economy and agricultural sectors was well anticipated to improve 
income and demand in the rural population, which consists of 60 – 70% of the economy.  

In addition, we believe that this ‘people-friendly’ budget came in time ahead of the general elections next 
year, providing good support to the rural recovery and improving the economic cycle in India, after the 
GST reforms and demonetization effects have slightly held back growth in the recent year.   

Higher expenditure concentrated on the rural economy 
Spending priorities of the government have tilted towards boosting the rural economy, which has been 
lagging urban economic growth. Specifically, budget allocations towards enhancing agriculture 
productivity, building affordable homes, providing universal healthcare facilities to lower-income 
households, and rural infrastructure have increased.  

Several measures including the increase of minimum support price (MSP) for farm commodities to 1.5x 
the production cost and raising farm loan credit target to INR 11 trillion (up 10% from the previous year) 
all reflected the government’s effort to support the agricultural sector. In our view, the rise in 
government spending in rural areas and efforts to increase farmer incomes will have cascading effects 
on reviving rural consumption demand.  

Continuous infrastructure push 
Similar to recent years, the government continues to bolster infrastructure spending. This year, the 
budget sharpened its focus on building infrastructure by increasing 20% in spending allocations 
(approximately INR 5.97 trillion), with higher outlays on railways, highways, roads and smart cities 
through budgetary support and external financing. In our view, the continuous boosts infrastructure 
projects were well expected, as they are extensions to the overall growth and long-term objectives of the 
Indian government. 

Major breakthrough in government-funded healthcare system 
The government announced path-breaking initiatives to improve quality of health care in India. This 
included the set-up of 150,000 health and wellness centers around the country to make healthcare more 
accessible to mass citizens, providing free essential drugs and diagnostic services. 

More notably, the introduction of the ‘National Health Protection Scheme’ covers 100 million 
economically weaker families, up to INR 0.5 million per family per year for hospitalization – considered as 
the world’s largest government funded health care scheme, will benefit nearly 40% of the country’s 
population. We believe this scheme represents a major breakthrough to improve quality of health care in 
India, given the country has never had a universal health care plan. 

Conclusion 
The Union Budget has maintained a good balance between fiscal consolidation and growth stimulation. In 
our view, the various measures including those supporting the rural economy, higher outlays for 
infrastructure, to name a few, should continue to support growth and bode well for the equity market. 

On the macro front, we are encouraged by recent trends, which point towards a pickup in economic 
activity such as rising government spending and improvement in earnings outlook. With the budget 
behind us, the market is likely to focus on fundamentals. Looking ahead, our portfolio positioning and 
outlook remains intact, as we continue to focus on bottom-up stock opportunities, with an emphasis on 
corporate earnings growth and sustainability.  
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