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Catalysing factors of production through liquidity support…

The Finance Minister outlined the contours of the first tranche of | 20 lakh crore fiscal stimulus. The

announcement (the first of the 4Ls - Liquidity, Land, Labour and Law) was made with the objective of

boosting liquidity across various parts of the economy. Liquidity, incidentally, is of paramount importance,

especially under the current circumstance of lockdown due to Covid-19 where economic activities have

come to a grinding halt. More so, it is an important prerequisite for the key factor of production i.e. capital.

The liquidity support measures encompassed the key areas of MSME, NBFC, MFIs, power discoms, EPFs,

contractors, real estate, direct tax measures and envisages an overall stimulus of ~| 5.94 lakh crore.

Expectedly, a lion’s share i.e. ~| 3.7 lakh crore was earmarked for support to the MSMEs (through collateral

free debt, subordinate debt and equity support through fund of funds), which were the worst hit segments

facing liquidity challenges amid the lockdown. Most importantly, given the sheer role of MSMEs in the

economy (contribution of over 30%+ to the GDP), the said support was more a need of the hour.

Interestingly, majority of the announcements are in the nature of credit guarantees, which do not impact the

fiscal mathematics in a significant way. However, the multiplier impact of the measures is likely given that it

initiates much needed lending to smaller firms by improving the risk appetite of the lenders.

With the first tranche unveiled, we now await the measures on other factors viz. land, labour and law,

which, in our view, will hold the key for an economic turnaround.
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Key announcements…..
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Source: GoI, ICICI Direct Research

Measures Feature Beneficiaries
Quantum (| 

crore)

MSME

Collateral free loan for MSME up to 20% of existing credit as of February 29,

2020 with 100% credit guarantee on principal and interest. Loan offered to

have a tenure of four years with moratorium of 12 months

Borrowers with outstanding loans up to | 25 crore and turnover up to | 100 crore are

eligible

300000

Subordinate debt for stressed MSMEs CGTMSE to provide partial guarantee in lieu of loans to MSME in stress or classified

as NPA. Promoters of MSME be given debt to be infused as equity into business.

Government to support with ~| 4000 crore to CGTMSE 20000

Set up of Fund of fund to provide equity support to potential MSME Fund of fund to be set up with corpus of | 10,000 crore in mother fund. With the

structure of fund, daughter funds to leverage corpus upto | 50,000 crore 50000

NBFCs

Launch special liquidity window for NBFC, HFC, MFI Investment to be made in investment grade NBFC, HFC, MFI guaranteed by GoI
30000

Extension of existing partial credit guarantee scheme Partial credit schemes to be extended with investment in AA and below rated papers

as well as unrated securities. In addition, credit guarantee provided by GoI for first

20% of loss 45000

PSU and private banks along with NBFCs expected to benefit from

sovereign guarantee of 100% provided on incremental credit. Banks

with existing high MSME exposures like SBI, BoB, Axis, Kotak,

DCB, Federal to benefit

Provide breather to NBFCs facing liquidity issues. RBI directly

buying into bonds of NBFC, HFC, MFI rated AA and below or

unrated offers direct funding of | 30000 crore and should provide

relief to debt market investors holding these bonds
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Key announcements…..
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Source: GoI, ICICI Direct Research

Measures Feature Beneficiaries
Quantum (| 

crore)

Power/Discoms

PFC/REC to infuse liquidity of | 90,000 crore to discoms against receivables Loans to be given against state guarantees for exclusive purpose of discharging

liabilities of discoms to gencos 90000

The Power ministry has also decided to waive off fixed charges and

interstate transmission charges against power not drawn (from CPSE's) from 

24th Mar 2020 to 17th May 2020

Linkage to specific activities/reforms: Digital payments facility by Discoms for

consumers, liquidation of outstanding dues of State Governments, Plan to reduce

financial and operational losses. Central Public Sector Generation Companies shall

give rebate to Discoms which shall be  passed on to the final consumers (industries)

EPC Contractors/ Road Developers

Extension of up to six months (without costs to contractor) to be provided by 

all central agencies (like Railways, Ministry of Road Transport & Highways,

Central Public Works Department, etc)

Extension of term covers (a) construction/works and goods & services contracts; (b)

obligations like completion of work, intermediate milestones, etc, and © extension of

concession period in PPP contracts

Road developers including KNR, PNC Infratech, Ashoka Buildcon,

etc, would benefit as the IRR at project level will be protected given

the extended period. However, moot issue of cash flow mismatch

remains in the interim period due to loss of toll revenues and

industry demanding some relaxation in loan moratorium

Government agencies to partially release bank guarantees Guarantees to be released to the extent contracts are partially completed, to ease

cash flows

EPC players such as NCC, KNR, PNC Infratech, etc

Real Estate

To extend RERA-imposed completion deadlines on real estate projects

scheduled to expire on or after March 25, 2020 by up to six months

To issue advisories to states and UTs to treat the Covid-19 period as an “Act of God”

and, thus, allow Force Majeure

These measures will de-stress real estate developers and ensure

completion of projects with extended timelines also coming to aid

amid labour crisis. These measures were already announced by a

few states. However, industry demand of further support in the

form of tax relief, increased mode of funding and interest waiver

continue to remain

From a balance sheet perspective, the move is beneficial for

generation companies like NTPC as it will release receivables. As of

March 2020, overdues for NTPC were at | 10500 crore. However,

in short-term, reduction in fixed charges ( March 24 - May 17, 2020) 

will impact PAT by ~4-5% in FY21E. From a discom perspective,

the move will give much needed breathing space as improvement in

liquidity will improve their buying power on the one hand and incur

capex to strengthen their infrastructure, on the other
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Other announcements…
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Source: GoI, ICICI Direct Research

• Definition of MSME restructured - Investment limit raised and additional criteria of turnover introduced. Differentiation

between manufacturing & services removed. As per revised criteria, micro units - investment up to | 1 crore & turnover

of | 5 crore, small unit - investment up to | 10 crore and turnover up to | 50 crore and Medium unit - investment up to

| 20 crore & turnover up to | 100 crore

• E-market linkage for MSME to be promoted. Receivable from GoI and CPSE to be released within 45 days

• Under Pradhan Mantri Garib Kalyan Package, payment of 12% of employee contribution and 12% of employer

contribution to be done by GoI for three months. Liquidity of | 2500 crore to be provided with this measure

• For other establishment covered by EPFO, reduction in contribution from existing 12% to 10% for three months. Relief

of | 6750 crore to be provided

• TDS/TCS rates reduced by 25% on non-salaried payments effective tomorrow up to March 31, 2021. Will apply to all

payments - | 50,000 crore additional liquidity.

• All pending refunds to charitable trusts and non-corporate taxpayers (but including LLP) to be issued immediately.

• Due date for all income tax returns to be November 30, 2020 and tax audit due date to be October 31, 2020

• Assessments getting barred on September 30, 2020 to get barred on December 31, 2020. Cases getting barred on

March 31, 2021 to get barred on September 30, 2021

• Vivaad se Vishwaas scheme extended up to December 31, 2020 without any extra payments
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