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AN ECONOMIC BLUEPRINT FROM A FRESHLY MINTED GOVERNMENT 

The Union budget was a clear articulation of the Bharatiya Janata Party’s (BJP’s) 

economic thinking with a well-defined to-do list comprising the following 

instructions to itself: 

 • Lay down the institutional structure.  

• Get the investment cycle kick-started.  

• Don’t do it yourself—just be the facilitator. 

 • Choose the biggest accelerators. 

The new budget seems to have some clear objectives. It  wants to facilitate the  

inflow of overseas capital, through the FDI route as well as via the portfolio route 

through a combination of changes in FDI investment stake ceilings, as well as the 

clarification of ambiguities, it also commits the government to a massive 

disinvestment programmes. 

Overall the government has addressed a few critical areas 

(a) Reviving  the investment climate in Real Estates 

(b) Enhancing the FDI in the country 

(c) Allocation of funds to boost certain sectors. 

(d) Focus on infrastructure, power, construction. 

(e) Tax proposals focus on providing impetus to an economy that has slowed. 

 

 

(A) REVIVING THE INVESTMENT CLIMATE IN REAL ESTATE 

  

The important REALTY MOVES 

 Pass-through status for Real Estate Investment Trusts (RIETs) to avoid double 

taxation 

  FDI conditions relaxed from $10 million to $5 million 

  For low-cost housings, FDI norms on area and capitalisation exempted 

  Rs 4,000 crore for National Housing Board (NHB) to increase cheaper credit for low-

cost housing 

 The proposals announced in Budget 2014-15 for the realty sector are expected to 

improve liquidity for cash-short real estate companies, improve demand for housing 

and increase the supply of affordable houses.The pass-through status for Reits was 

the final hurdle for launch of the instruments after clearance by the Securities and 

Exchange Board of India (SEBI). REITs, which are like mutual funds, are expected 

to create new sources of funding for developers. These could attract around Rs 

90,000 crore in the first year of operation. 
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 The minister also relaxed the minimum area prescribed for getting FDI from 50,000 

sq metres to 20,000 sq metres and minimum capitalisation from $10 million to $5 

million. Further, projects committing at least 30 per cent of total project cost for 

affordable housing would be exempted from minimum built-up area and 

capitalization requirements. The minister's allocation of Rs 4,000 crores to NHB will 

increase the flow of cheaper credit for affordable housing to the poorer sections. It 

will make developers more inclined towards affordable housing. 

The increase in the tax deduction limit on account of interest on loans in respect of 

self-occupied house property from Rs 1.5 lakh at present to Rs 2 lakh is expected to 

improve purchasing power. This would especially help first-time homebuyers, 

currently struggling to buy property due to price escalations 

(B) ENHANCING THE FDI IN THE COUNTRY. 

Budget proposed to raise the foreign direct investment (FDI) limit in insurance and 

defence manufacturing from 26% to 49%. Management and control will remain 

Indian, and the investments will be routed through the Foreign Investment 

Promotion Board (FIPB). A final decision on the insurance FDI cap will be taken 

when the insurance amendment Bill is introduced in Parliament. This measure 

should provide impetus for spurring growth of the insurance industry and enable 

foreign players to bring in capital required for growing distribution, product suite 

and strengthening the risk framework.  

Higher FDI has been a long-pending demand of insurers, Finance Minister Jaitley, 

in a post-budget briefing, said he prefers the hike in the insurance cap to come 

without conditions, implying the government does not favour a capping of voting 

rights of foreign investors when the FDI limit is hiked. Insurance industry officials 

welcomed the hike in FDI cap as it will help meet the capital requirements of the 

rapidly expanding insurance sector and encourage new foreign entrants in 

insurance.  

( C) ALLOCATION OF FUNDS. 

Jaitely, in his maiden budget has set aside considerable amount of resources for 

the boost of various sectors, and for its growth and development. The emphasis 

on infrastructure development is evident from the Rs.37,850 crore for roadways 

and highways, Rs.11,635 crore for ports, Rs.7,060 crore for infrastructure to 

develop smart cities, Rs.5,000 crore for improvement in warehouse capacity and 

Rs.50,000 crore for municipal debt management for infrastructure. Gas pipelines 

infrastructure will get benefits through PPP (public private partnership) mode of 

investments. The army will have Rs 20,665 crore for modernisation, the navy Rs 

22,312 crore and the air force will have Rs 31,818 crore for new equipment. Arun 

Jaitley’s maiden budget covered the whole education sector from end to end. 

Overall, the sector received an allocation of Rs.68,728 crore for 2014-15. The 
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government has allocated Rs.7,060 crore to develop 100 smart cities. A smart city 

is typically one that runs overwhelmingly on technology—be it for electricity, 

water, sanitation and recycling, ensuring continuous water supply, traffic and 

transport systems. Jaitley also announced a Rs.100 crore fund to set up virtual 

classrooms, and Rs.500 crore for the National Rural Internet and Technology 

Mission, which will include providing broadband and information technology (IT) 

skills to villages.  

 ( D) FOCUS ON INFRASTRUCTURE, POWER, CONSTRUCTION 

Infrastructure and construction sectors have a significant role in the economy. 

Growth in these sectors is necessary to revive the economy and generate jobs 

for millions of our young boys and girls,” said Jaitley in his budget speech. 

Tapping technology, the minister proposed to set up an eBiz platform that will 

bring in transparency and accountability into the process of getting statutory 

clearances such as land acquisition, environment and forest clearances, 

considered a major hurdle for project implementation. “The eBiz platform aims 

to create a business- and investor-friendly ecosystem in India by making all 

business and investment-related clearances and compliances available on a 

24x7 single portal. The government has also proposed integrating all the 

services of central government departments and ministries on its e-Biz 

platform, aimed at creating a business-friendly ecosystem by making all 

business- and investment-related clearances and compliances available on a 

single website with an integrated payment gateway, by 31 December 2014. 

Budget 2014-15’s specific thrust on the infrastructure sector is a welcome 

move. The assurance to ensure adequate supply of coal for thermal projects, the 

tax holiday for the power sector, allocation of over Rs.37,000 crore for roads 

and focus on developing airports under PPP for Tier I and II cities; all indicate 

the government’s recognition of the fact that a strong foundation of 

infrastructure can only help realise a country’s economic growth,” 

 

( E)  TAX PROPOSALS FOCUS ON PROVIDING IMPETUS TO AN ECONOMY 

THAT HAS SLOWED. 

There are also a lot of tax initiatives at the sectoral level, like in the case of power 

with a 10-year tax holiday, which will help the corporate sector. The basic tax 

exemption limit for those below 60 years has increased by Rs 50,000 to Rs 2.5 

lakh. Similarly, the investment limit under Section 80C of the Income Tax (I-T) Act 

that qualifies for tax exemption, the Public Provident Fund (PPF) limit has been 

increased from 1 to 1.5lac. PPF will continue to be an attractive option for 

investors, since the interest income is tax-free and there is an attractive rate of 

return, currently 8.70 per cent. Employee Provident Fund (EPF) also earns a tax-

free return of 8.75 per cent for 2013-14. It might be revised to nine per cent for 
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2014-15. Other debt products such as bank deposits, earning anywhere between 

8.50 and nine per cent (for tenure of one year and above), do not offer tax-free 

income. That takes the after-tax returns from bank deposits to 5.95-6.30 per cent. 

The National Savings Schemes ( NSC) & Kisan Vikas Patra (KVP) discontinued by 

the UPA II in 2011 , has been proposed to reintroduce under sec.80C to encourage 

people, who may have banked and unbanked savings to invest in these 

instrument and also  to provide additional benefits for the small saver. 

 

Viewed with the lens of a long-term projection, this budget could be the 

springboard to a massive investment surge with the accompanying benefits of job 

creation and wealth dispersion. 


