
 
 

 

The Great Indian Budget “Tamasha” 

 

“Tamasha” is a Hindi word that can mean either a “grand show” or alternatively a “fuss” or 

a “commotion”. 

Every year, on February 1st, the central government presents the Union Budget. It is 

just an account of the receipts and expenditure for the current year and the Budget for 

next year.  Ceremoniously, market participants and the business world line up a 

plethora of sops and incentives that they desire from the Finance Minister. This year 

expectations centred on “fiscal compromise” (i.e. a higher fiscal deficit), either through 

measures to reignite demand (personal tax cuts) or higher spending.  

Expectations failed with the BSE Sensex falling 1.8% (US$) over the last two days, 

including a special session on Saturday. 

Since the Budget is little more than a tamasha its relevance should recede from the 

capital market perspective going forward for two reasons.  

1) Economic reforms are increasingly carried out any time of the year outside the 

Budget 

2) Changes in Goods and Services Tax (GST) rates are no longer part of the Budget    

In spite of this, we are impressed by some aspects, highlighted below.  

Budget Assumptions 

The assumption of a nominal GDP growth rate of 10% for FY20 in the Budget seems 

reasonable, considering a real GDP growth of ~6% and inflation at ~4%. Revenue 

receipts are expected to rise 9%, led by a rise of 9% in net tax revenues and telecom 

receipts from the sale of spectrum for 5G. Disinvestment receipts are expected to rise 

threefold to circa $28bn, (FY20 run rate of $9bn) garnered by the upcoming 

privatization of BPCL, Air India, Shipping Corporation, Container Corporation and 

the part sale of secondary stock in Life Insurance Company of India. On the 

expenditure side, the government has budgeted an 18% increase in capital 

expenditure (mainly roads and housing) which will continue to support growth.  

Revenue expenditure is set to rise by 12%. 

No short term pump priming 

Having slipped on the fiscal deficit front from a budgeted 3.3% of GDP and knowing 

in reality there is precious little wiggle room, the Finance Minister budgeted for a fiscal 

deficit of 3.5% in FY21. As has been the case since BJP came to power the government 

continues to focus on macro-economic stability, the key pillar for achieving long-term 

sustainable economic growth, and steering clear of short-term fixes, rightly so.  

 



 
 

 

Unwillingness to provide stimulus also stems from the confidence the government 

appears to have in a gradual economic recovery. Much of the slowdown has been 

caused by structural but short term disruptive reforms aimed at resetting the Indian 

economy for the long haul. As the disruptive impact of these reforms wane and the 

benefits of looser liquidity emerge, we share the government’s confidence in a gradual 

economic recovery over 2020, ceteris paribus.  

Government focus 

1) GST revenue collection 

2) Low inflation 

3) Developing a broader, stronger bond market 

Further steps to encourage investment 

1) 100% tax exemption for Sovereign Wealth Funds on income from investments in 

infrastructure 

2) Increase in the Foreign Portfolio Investor (FPI) limit in corporate bonds to 15% from 

9% 

3) Lower corporate tax rate of 15% for new domestic companies in power generation 

4) Full privatisation of IDBI, a public sector bank 

5) Interestingly, further recapitalisation of public sector banks was missing, leaving 

them to raise capital from the markets where possible. 

As is usual, markets will move on and the Budget will soon be forgotten. Indian 

equities have so far been reasonably resilient to the 2019-nCoV crisis which we hope 

will prove to be a short term phenomena.  

It is business as usual at Ocean Dial, as we stay focused on bottom-up stock selection. 

 

3rd February 2020 

Ocean Dial Asset Management 
  



 
 

Regulatory Information 

This Document and any related documentation provided herewith (this “Document”) is given on a confidential 

basis for informational purposes only and does not constitute the provision of investment advice.  In addition, the 

information in this Document does not convey an offer of any type and is not intended to be, and should not be 

construed as, an offer to sell or a solicitation of an offer to purchase any interest in the Gateway to India Fund, 

Emerging India Fund or India Capital Growth Fund (each a “Fund” and collectively, the “Funds”). Any such offer 

or solicitation may be made only pursuant to the prospectus and relevant supplement of each Fund (the 

“Prospectus”) and not on the basis of the information contained in this Document.  This Document is qualified in 

its entirety by the relevant Prospectus.  In the case of any inconsistency between the descriptions or terms in this 

Document and the Prospectus relating to a Fund, the Prospectus shall control. 

Nothing herein shall imply that information contained herein is correct as of any time subsequent to the date of 

this Document. The information in this document does not constitute or contain an offer or invitation for the sale 

or purchase of any shares in any Fund in any jurisdiction, is not intended to form the basis of any investment 

decision, does not constitute any recommendation by any Fund, its directors, agents or advisers, is unaudited and 

provided for information purposes only and may include information from third party sources which has not been 

independently verified. Interests in the Funds have not been and will not be registered under any securities laws 

of the United States of America or its territories or possessions or areas subject to its jurisdiction, and may not be 

offered for sale or sold to nationals or residents thereof except pursuant to an exemption from the registration 

requirements of the U.S. Securities Act of 1933, as amended (the “Securities Act”), and any applicable state laws. 

In addition, none of the Funds is and nor will be registered as an investment company under the U.S. Investment 

Company Act of 1940, as amended.  

This Document is not intended for public use or distribution. It is the responsibility of every person reading this 

Document to satisfy themselves as to the full observance of any laws of any relevant jurisdiction applicable to such 

person, including obtaining any governmental or other consent which may be required or observing any other 

formality which needs to be observed in such jurisdiction. While all reasonable care has been taken in the 

preparation of this Document and all the information prepared in this Document is believed to be accurate, no 

warranty is given on the accuracy of the information contained herein, nor is any responsibility or liability accepted 

for any errors of fact or any opinions expressed herein.  

This Document may include indications of past performance of certain investments or asset classes. All 

performance information contained herein relates to the activities of each Fund as a whole. Information presented 

may not take into account (i) variations in fees, investment restrictions or other differences between various classes 

of interests, (ii) the impact of any contractual arrangements between a Fund and an investor and (iii) the impact of 

the timing of subscriptions and redemptions.  As a result, the information may not reflect actual performance for 

any specific investor. Rather, the information is intended to provide investors with generalized performance and 

exposure statistics for each Fund.  

All information provided herein is for informational purposes only and should not be deemed as a 

recommendation to buy or sell the securities referred to herein. All performance results are calculated net of all 

fees and expenses, including an investment management fee and, where applicable, a performance fee, and assume 

the reinvestment of all capital gains, interest, dividends and other earnings, and should not be regarded as final 

until audited financial statements are issued covering the period shown. Current performance may be lower or 

higher than performance quoted. Past performance is not a reliable indicator of and is no guarantee of future 

results. Investment returns may fluctuate with market conditions and every investment has the potential for loss 

as well as profit. The value of investments may fall as well as rise and investors in the Fund may not get back the 

amount invested. Emerging market equities can be more volatile than those of developed markets and equities in 

general are more volatile than bonds and cash. The value of an investment in a Fund may go down as well as up 

and there is no guarantee that an investor will get back the amount that they invested. Currency movements may 

also have an adverse effect on the capital value of your investment. Investing in a country specific fund may be 

less liquid and more volatile than investing in a diversified fund in the developed markets. The Funds may use 

derivatives (financial instruments whose value is linked to the expected price movements of an underlying asset) 

for investment purposes and the objective of protecting of the value of the Fund, including taking long and short 

positions, and may use borrowing from time to time. The use of derivatives in this manner may have the effect of 

increasing the overall risk profile of a Fund.  



 
 

The Funds should be seen as long term investments and you should read the Prospectus, paying particular 

attention to the risk factors section, before making an investment. This Document may include case studies. Such 

studies express no views as to the suitability of the products or strategies described herein for the reader of this 

Document or to the individual circumstances of such reader or otherwise. Returns may fluctuate with market 

conditions and every investment or strategy has the potential for loss as well as profit. Where reference to a specific 

class of security is made, it is for illustrative purposes only and should not be regarded as a recommendation to 

buy or sell that security. Market index information shown herein such as that of the S&P BSE Dollex 30 and S&P 

BSE Mid Cap Total Return Index is included to show relative market performance for the periods indicated and 

not as standards of comparison, since indices are unmanaged, broadly based and differ in numerous respects from 

the Fund. Any comparisons to an index or benchmark are provided solely as a convenience to investors.   

The Funds are not intended to track any index, and may hold positions which are not contained within the index 

shown.  The volatility and risk associated with an investment in any Fund may differ materially from the volatility 

and risk associated with an investment in the index shown.  This document is issued by Ocean Dial Asset 

Management Limited and views expressed in this document reflect the views of Ocean Dial Asset Management 

Limited and its Mumbai based affiliated company and adviser, Ocean Dial Asset Management India Private 

Limited as at the date of publication. Comments on individual sectors and companies also reflect those views as at 

that date. Subsequent events may cause such views to change. It may contain forward-looking statements, which 

can be identified by words like “anticipate,” “intend,” “believe,” “plan,” “hope,” “goal,” “initiative,” “expect,” 

“future,” “intend,” “will,” “could” and “should” and by similar expressions, in reliance upon certain “safe 

harbour” provisions of applicable securities laws.  

Other information herein, including any estimated, targeted or assumed information, may also be deemed to be, 

or to contain, forward-looking statements. Prospective investors should not place undue reliance on forward-

looking statements as this information is subject to various risks and uncertainties. Forward-looking statements 

are necessarily speculative in nature, and it can be expected that some or all of the assumptions underlying any 

forward-looking statements will not materialize or will vary significantly from actual results for many reasons. 

Variations of assumptions and results may be material. This information is for the use of intended professional 

and institutional investor recipients only and may not be reproduced, redistributed or copied in whole or in part 

without the express consent of Ocean Dial Asset Management Limited. Ocean Dial Asset Management Limited is 

authorised and regulated by the Financial Conduct Authority in the United Kingdom. Registered office 13/14 

Buckingham Street, London WC2N 6DF. 

 


