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Union Budget 2020
Automotive sector

The Finance Minister (FM), while presenting her second budget on 1 
February 2020, announced multiple initiatives which are expected to 
increase the purchasing power of farmers. These initiatives are likely to 
support the nascent recovery of rural demand and also show positive 
effects towards the entry-level motorcycles, tractors, and entry-level 
passenger vehicles.

The new manufacturing policy for electronics goods is expected to 
encourage manufacturers of mobile phones and semiconductors to 
support development of Electric Vehicle(EV) ecosystem and 
supply chain.

The allocation of INR 100 crore under a scheme to support mid-sized 
auto component players for exports and technology upgradation is a 
small step in the right direction.

The FM also announced that “for selected sectors such as 
pharmaceuticals and auto components, we propose to extend 
handholding support in terms of technology upgradations, research and 
development, business strategy etc.” While the direction looks positive, 
no specific direct tax incentive has been provided to fuel growth.

Automotive Sector: Hits & misses
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Reduction of personal tax, especially below 15 lakhs of earnings, should 
result in better sentiment and help us increase the demand for vehicles, 
especially at the entry levels of two-wheelers and passenger vehicles.

Reduction of personal income-tax rates may result in higher disposable 
income in the hands of the common man, thereby spurring automotive 
sales. However, the actual impact of the Budget on automotive sector 
may become evident over the next few months.

A big miss from Automotive perspective was the absence of 
announcements regarding Goods and Services Tax (GST) reduction, 
especially to offset the increase in prices due to Bharat Stage VI (BSVI) 
vehicles. The industry was also expecting an announcement around the 
scrappage policy to not only boost demand of new vehicles but also 
ensure that the old polluting vehicles are pulled out of the transportation 
system to result in cleaner air.


