Ratings CRISIL

An S&P Global Company

Press Release
October 15, 2019 | Mumbai

2 in 3 cos may shift to new corporate tax regime immediately
Half of those shifting may use tax savings for ongoing capex or to strengthen balance sheet

CRISIL believes that reduction in corporate tax rate announced by the government spawns optimism with a tinge of
cautiousness among companies. Optimism as most companies will benefit and intend to retain the savings to
reduce funding constraints and strengthen balance sheets to be ready for fresh capex once demand revives. And
cautiousness as the savings alone may not lead to immediate pick-up in fresh capex given the weak demand
environment.

These finding are based on responses received in a survey of 850 large (by Revenue) CRISIL rated companies. It
encompasses both listed and unlisted companies spread across all sectors and is therefore a close representative
of corporate India.

As per the changes to the Income Tax Act, 1961, announced, domestic companies have the option to pay
corporate tax at a reduced effective rate of 25.17%. This is conditional upon them relinquishing other exemptions
such as a set-off of Minimum Alternate Tax credits, and incentives under special economic and tax-free zones. And
once exercised, the option is irreversible.

A third of the companies surveyed — from capex-heavy sectors such as power, and oil & gas — have expressed a
desire to continue with the current tax regime. However, a majority of them from sectors such as auto, chemicals,
textiles, gems & jewellery, and retail are likely to shift immediately.

Says Subodh Rai, Senior Director and Head, Analytics, CRISIL Ratings, “Companies shifting to the new
regime are likely to see close to 700 bps of tax savings. While this may not kickstart the much-delayed
private investments cycle, it could help ease funding constraints of companies to some extent. About half
of the companies surveyed said they will use the savings for ongoing capex, reduce debt or retain cash,
which would strengthen balance sheets and prime them for fresh capex once demand improves.”

Around 37% of the companies surveyed are yet to decide on utilisation of tax savings though option to increase
dividends found least preference. And just 10% said they will pass on the benefit through higher discounts and
sales promotion — indicating the tax cut alone may not seed demand growth.

Overall, the tax cut provides much-needed impetus to companies to press the capex button once demand stages a
comeback. India Inc’s credit outlook remains contingent upon this pick-up in demand.
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About CRISIL Limited

CRISIL is a leading agile and innovative, global analytics company driven by its mission of making markets function better. We
are India’s foremost provider of ratings, data, research, analytics and solutions. A strong track record of growth, culture of
innovation and global footprint sets us apart. We have delivered independent opinions, actionable insights, and efficient
solutions to over 100,000 customers.

We are majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics
and data to the capital and commodity markets worldwide.

For more information, visit www.crisil.com
Connect with us: LINKEDIN | TWITTER | YOUTUBE | FACEBOOK

About CRISIL Ratings

CRISIL Ratings is part of CRISIL Limited (“CRISIL”). We pioneered the concept of credit rating in India in 1987. CRISIL is
registered in India as a credit rating agency with the Securities and Exchange Board of India (“SEBI”). With a tradition of
independence, analytical rigour and innovation, CRISIL sets the standards in the credit rating business. We rate the entire
range of debt instruments, such as, bank loans, certificates of deposit, commercial paper, non-convertible / convertible / partially
convertible bonds and debentures, perpetual bonds, bank hybrid capital instruments, asset-backed and mortgage-backed
securities, partial guarantees and other structured debt instruments. We have rated over 24,500 large and mid-scale corporates
and financial institutions. CRISIL has also instituted several innovations in India in the rating business, including rating municipal
bonds, partially guaranteed instruments and microfinance institutions. We also pioneered a globally unigue rating service for
Micro, Small and Medium Enterprises (MSMESs) and significantly extended the accessibility to rating services to a wider market.
Over 110,000 MSMEs have been rated by us.

CRISIL PRIVACY

CRISIL respects your privacy. We may use your contact information, such as your name, address, and email id to fulfil your request and service your account and to
provide you with additional information from CRISIL. For further information on CRISIL’s privacy policy please visit www.crisil.com.

DISCLAIMER

This Press Release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The Press release may be used by
you in full or in part without changing the meaning or context thereof but with due credit to CRISIL. However, CRISIL alone has the sole right of distribution (whether
directly or indirectly) of its Press Releases for consideration or otherwise through any media including websites, portals etc.

CRISIL has taken due care and caution in preparing this Press Release. Information has been obtained by CRISIL from sources which it considers reliable. However,
CRISIL does not guarantee the accuracy, adequacy or completeness of information on which this Press Release is based and is not responsible for any errors or
omissions or for the results obtained from the use of this Press Release. CRISIL, especially states that it has no financial liability whatsoever to the subscribers/
users/ transmitters/ distributors of this Press Release. CRISIL or its associates may have other commercial transactions with the company/entity.



mailto:saman.khan@crisil.com
mailto:naireen.ahmed@crisil.com
mailto:subodh.rai@crisil.com
mailto:manish.gupta@crisil.com
mailto:CRISILratingdesk@crisil.com
mailto:ratingsinvestordesk@crisil.com
http://www.crisil.com/
http://www.linkedin.com/company/crisil
https://twitter.com/CRISILLimited
https://www.youtube.com/user/CRISILLimited
https://www.facebook.com/CRISILLimited
https://www.crisil.com/en/home/crisil-privacy-notice.html

