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India’s Union Budget 2019–2020 Highlights 

 The Budget 2019–20 focuses on reviving investment and supporting the 

rural economy. 

 The Budget signals the administration’s strong commitment to fiscal 

prudence despite India’s weaker economic growth momentum. 

 The central government deficit is expected to narrow to 3.3% of GDP in 

FY2019–20 from 3.4% in the previous fiscal year. 

India’s Union Budget for Fiscal Year 2019–20 (April–March) was presented by 

Finance Minister Nirmala Sitharaman today. This is the first budget of Prime 

Minister Narendra Modi’s government after it returned to power following the 

general elections in April–May of this year. The Budget is a balancing act between 

promoting investor confidence on India’s fiscal sustainability and stimulating 

domestic demand. Given that the Budget revised the central government’s fiscal 

deficit target to 3.3% of GDP from the 3.4% gap projected in the Interim Budget—

unveiled in February ahead of the general elections—the administration seems to 

place more emphasis on fiscal prudence than on economic stimulus. 

According to Finance Minister Sitharaman, public outlays in FY2019–20 will be directed at:  

 reviving investment, with a focus on infrastructure and industrial development; 

 supporting rural India by building housing, developing transport, power and water 

management infrastructure, and by underpinning agro-rural industries;  

 improving women’s development, and youth and labour welfare through 

education and rationalization of labour laws.   

Beyond various social development measures related to the aforementioned 

areas, other key proposals include:  

 The revenue threshold for a lower corporate tax rate of 25% will be increased. 

 Foreign direct investment rules will be relaxed further. 

 The target for strategic disinvestment of state-owned enterprises was raised. 

 The government aims to raise some of its funding overseas. 

 The effective tax rate for high-income earners, the customs duty on gold, and 

the excise duties on diesel and gasoline will be increased. 

 The minimum level of public shareholding will be raised from 25% to 35%. 

 State-run banks will receive a fresh capital injection while the Reserve Bank 

of India will get stronger supervisory authority of the shadow banking industry. 

The Budget expects India’s real GDP growth to average 7.0% y/y in FY19–20; we 

forecast output gains to average 6.7% in the corresponding period. The Indian 

economy has recently shown signs of softness, with real GDP expanding by only 

5.8% y/y in the January–March period. Given the muted economic environment 

and associated downward pressure on tax revenue, we assess that the 

government’s deficit target is at risk.  
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