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India Budget – Balancing Growth with Fiscal Prudence
The Union Budget for FY 2022 – 23 was presented against a backdrop of an Indian economy that is
recovering from the challenges posed by the pandemic and a rising inflationary environment globally
as well as in India. The Government has carried out a fine balancing act in its Budget laying emphasis
on growth and focusing on fiscal prudence over populism. As per the Economic Survey for FY 202122, India’s GDP growth is expected to be ~9.2% in FY21-22 and ~8.0 – 8.5%% in FY22-23, making
India amongst the fastest growing economies in the world.
Some of the key priorities outlined in this Budget are as follows –
o

Consolidation with a Capex Push
The budget is based on credible revenue projections with a continued path towards fiscal
consolidation. The FY23 fiscal deficit is targeted at 6.4% of GDP as against 6.9% in FY22 and
9.5% in FY21. Tax revenues are budgeted to grow ~10% YoY, which is only expected given
the moderation in nominal GDP growth and fuel tax cuts. That said, there is potential for an
upward surprise in FY23 tax collections as FY22 projections seem very conservative. At the
same time, FY23 disinvestment target of INR650bn too looks reasonable.
In a scenario where, private capex and services growth have been subdued, it was necessary
for the Government to increase capital spending and spur economic growth. The ~35%
increase in capital spending by the central government to INR 7.5tn (2.9% of the GDP) in
FY23 with a focus on roads, railways, airports, ports, mass transport, waterways, and
logistics infrastructure, aims to do just that. The increased capital expenditure will have a
multiplier effect on the economy, create more jobs and “crowd in” private sector
investments.

o

Predictable and Stable Tax Regime
On the tax front, the Finance Minister has continued with the underlying theme of providing
a stable and predictable tax regime, promoting voluntary compliance, and reducing
litigation. The extension of time limits for newly set-up manufacturing companies and startups to be eligible for a concessional tax regime are big positives, as these sectors have
become crucial contributors to India’s growth story.
The Economic Survey had highlighted the importance of start-ups for the Indian economy.
There are 61,400 government recognised startups in India of which at least 14,000 were
added in the 2021-22 fiscal. Some 0.65 mn direct jobs and 3.4 mn indirect jobs have been
created by such companies between 2011-2021 as per a recent study conducted by
Nasscom. The number of Indian Unicorns, almost doubled with 42 new ones joining the
coveted club in the year, taking the total count to 83.

o

Support for Micro, Small and Medium Enterprises (MSMEs)
The MSME sector has been one of the most impacted during the pandemic. It is also a major
employment generator providing jobs to over 110 mn Indians in 2021. To further supporting
the MSME sector and reduce stress on this segment, the Government has extended the
credit guarantee scheme to March 2023 and has also widened its scope by providing an
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additional INR 500 bn with the inclusion of hospitality and related sectors, that have been
severely impacted by the pandemic.
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credit guarantee scheme to March 2023 and has also widened its scope by providing an
additional INR 500 bn with the inclusion of hospitality and related sectors, that have been
severely impacted by the pandemic.
o

Promoting a Green Economy
The budget has unveiled Sovereign Green Bonds, which will majorly go towards installing
500GW of non-fossil fuel power by 2030. The Production Linked Incentives Scheme for highefficiency solar cell manufacturing seeks to bolster India’s domestic solar cell industry. Also,
the use of India’s extensive coal reserves in a green manner through coal gasification and
coal to chemical plants - both find a mention in the 2022 Union Budget. In the EV space,
there was one big direct announcement in the form of a new battery swapping policy that
will encourage new private players to enter the space and help in expansion of EV charging
infrastructure.

Outlook for the Economy and Our strategies
We believe that India’s strong economic growth is expected to continue in the next fiscal as
predicted by the Economic Survey. This would be driven by a robust pace of vaccinations and
increased capital spending. India has administered over 1.65bn vaccine doses so far with over 90% of
the eligible population receiving at least one dose and over 70% of the eligible population receiving
both the doses. While India’s economic growth in the previous decade was largely consumption led,
we believe that the next decade would be more about capital expenditure. This government’s thrust
on capital spending for economic revival has been clearly spelt out in this year’s budget. The
residential real estate market is now showing signs of a sustained recovery aided by decadal low
mortgage rates and high affordability. Buoyant residential sales in the past two quarters that have
exceeded the pre-pandemic 2019 numbers, is a testimony to the improved sentiment. We believe
that this housing revival has the potential to add over 1% to India’s GDP growth. We expect
corporate capex to follow suit over the next 4 – 6 quarters as capacity utilisation of India’s
manufacturing sector improves.
We also believe that the budget would have a positive impact on our private debt and real asset
investment strategies.
o

Our performing credit strategy provides bespoke solutions to operating and holding companies
for growth. The expected capex by the private sector led by economic growth and tax incentives
offered for setting up new manufacturing facilities is expected to lead to more companies
seeking such funding over the medium term. With banks shifting their focus away from
wholesale lending, mid-market companies are currently under-served as far as credit
requirements are concerned. This has led to higher opportunities for providing structured credit
to mid-sized operating companies. Regulatory changes have made structured credit through
open ended mutual funds an unviable proposition in India. The larger companies / groups were
being primarily catered to by mutual funds as far as structured credit is concerned. These
companies or groups are moving towards alternative funds for financing.

o

Residential real estate is expected to get a boost through the governments focus on sectors and
areas that can generate new jobs. We expect to see increasing demand for completed projects
or projects with visibility of completion. Providing completion finance to projects where the
product has been tested in the micro-market or where construction is 40 – 50% complete can
4

deliver superior risk adjusted returns. Providing construction funding to projects with
established mid-market players is also an attractive opportunity in this space.
o

In our special situations strategy, where our focus is on asset heavy industries, most of our large
investments will end FY 2022 with their best performance in the last 3 financial years given the
improvement in demand witnessed in FY22. We expect the trend to continue during this fiscal.
The government continues to be committed towards the Insolvency and Bankruptcy Code more
effective and has announced that it will bring about "necessary amendments" in the code to
enhance corporate resolution and facilitate cross-border insolvency process.
The banking sector NPAs are expected to be at ~9% of advances in 2022. The deal pipeline for
this strategy continues to remain strong as both banks and NBFCs look to offload NPAs from
their balance sheets. We have successfully closed a few structures in 2021 with NBFCs where the
super-senior tranche has been invested by the fund and continue to evaluate such deals. There
is continuing demand for primary financing from corporates for a one-time settlement with its
lenders before the company is taken to IBC. We also believe that buyout of mid-sized stressed
companies can be an opportunity for making over-sized returns in this strategy.

o

The budget announcement of an increased capital spending by the government is a continuation
of the government’s priorities over the past few years. The government had announced the
ambitious ~$1.5tn National Infrastructure Pipeline in FY20 for development of infrastructure.
The growing need of private developers to monetise their assets and the $80bn National
Monetisation Pipeline should result in strong deal flow in this strategy. Apart from this, the
announcement by the government to award an infrastructure status to data centres is expected
to help developers to access finance and push investments in this space. This can open up
opportunities for investment in this space.

All in all, we believe that this is a growth oriented and a pro development budget which should
provide a boost to the Indian economy and help to attract long-term global capital.
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Disclaimer
This presentation is issued on a confidential basis by EAAA Limited (together with its affiliates, “EAAA”). This presentation is being issued by EAAA
on a strictly private and confidential basis to you and a limited number of other sophisticated investors that have, or are considering entering into,
business relationships with EAAA. By accepting delivery of this presentation, you acknowledge and agree that this presentation contains, amongst
other information, proprietary information belonging solely to EAAA and that you will keep confidential all information contained within it, and will
not disclose any such information to any person without the prior written consent of EAAA (provided that you may disclose this presentation as
required by applicable law and regulation and on a confidential basis to your legal, tax or investment advisers (if any) for the purposes of obtaining
advice in connection with this presentation or its subject matter). You agree to promptly return this presentation (except as may be required for
legal or regulatory purposes) to EAAA upon its request.
If you have not received this presentation from EAAA or a person authorised by EAAA (as confirmed by EAAA in writing), the delivery is
unauthorised and you should return this presentation to EAAA immediately.
This presentation contains general information only and is not intended to constitute an offer to sell or an invitation, recommendation or
solicitation of an offer to buy any interests issued by EAAA in any jurisdiction and may not be distributed in any jurisdiction except in accordance
with legal requirements applicable in such jurisdiction. This presentation is not intended to be comprehensive or to provide specific investment
advice or services. This presentation is not a substitute for such professional advice or services and it should not be acted on or relied upon or used
as a basis for any decision or action that may affect you or your business. Any decision or action taken by you on the basis of the information
contained herein is your responsibility and EAAA will not be liable in any manner for the consequences of such decision or action. In deciding
whether to make an investment with EAAA, you must rely on your own evaluation of the terms of the proposed investment and the merits and risks
involved, and, if applicable, upon receipt and careful review of any confidential memorandum, prospectus or similar documents, and you should
seek independent legal, tax, investment or other advice where necessary. The contents of this presentation do not constitute and should not be
construed as legal, tax or investment advice.
Although EAAA has used all reasonable efforts to ensure that the information provided in this presentation is correct, EAAA and its members,
partners, stockholders, managers, directors, officers, employees, advisers, representatives and agents make no representation and give no warranty
that such information is accurate, complete or current, and you should not rely on the information provided in this presentation for any purpose.
EAAA does not accept any responsibility whatsoever or liability for any direct, indirect or consequential loss or damage suffered or incurred by you
or any other person or entity, however caused, in any way in connection with the information provided in this presentation or the authenticity,
accuracy or completeness of such information.
This presentation may contain information about the historic performance, performance targets and performance projections of funds managed,
advised or controlled by EAAA (each, a “Fund” and together, the “Funds”). Although EAAA believes that the assumptions underlying and the
opinions and estimations contained in this information are reasonable, this information has not been audited or verified by an independent party.
This information could also include performance that has been calculated based, in whole or in part, on unrealised valuations. There can be no
assurance that partially realised or unrealised investments will be realised at the valuations indicated and used to calculate the performance
information set out in this presentation. Estimates of unrealised value are subject to many variables that change over time (e.g., the ability to
consummate attractive investments, future operating results, asset values, market conditions at the time of realisation, any related transaction
costs and the timing and manner of sale), and therefore the amounts actually realised will vary, in some cases materially, from the estimated
unrealised values used in connection with the calculations referenced in this presentation.
In considering the performance information in this presentation, you should bear in mind that future events cannot be predicted with any certainty,
and past or target performance is not a guarantee, projection or prediction and is not necessarily indicative of future results. Due to various risks
and uncertainties, actual events or results, the actual performance of the investments may differ materially from those reflected or contemplated in
this presentation. Actual events or results often depend upon factors that are beyond the control of EAAA. There can be no assurance that any of
the Funds will achieve comparable results, that historical trends will continue, that estimated or target returns will be met or that any of the Funds
will be able to implement its investment strategy and investment approach or achieve its investment objectives. As used throughout this
presentation, and unless otherwise indicated, all returns are presented on a “gross” basis. Gross IRRs and gross multiples of invested capital (i.e.,
the total combined value divided by the invested amount) do not reflect management fees, “carried interest,” taxes (whether borne by investors or
entities through which they participate in investments), broken-deal expenses and other transaction costs in connection with the disposition of
unrealised investments and other expenses to be borne by investors in a Fund, which will reduce returns and in the aggregate are expected to be
substantial. Prospective investors should review carefully the notes and other qualifying information accompanying the presentation of
performance information and feel free to ask the manager / advisor any questions on types of fees they might pay.
Case studies presented herein are for illustrative purposes only, have been selected in order to provide examples of the types of investments made
by EAAA and do not purport to be a complete list thereof. It should not be assumed that investments made in the future will be comparable in
quality or performance to the investments described herein.
This presentation does not imply that the Fund / manager is sponsored, recommended or approved by the US Government or any agency thereof.
An investment in a Fund involves a high degree of risk (including the possible loss of a substantial part, or even the entire amount, of an investment)
and potential conflicts of interest that prospective investors should carefully consider. The information contained herein is not intended to aid
prospective investors in evaluating such risks and conflicts. There can be no assurance that investors will receive a return of their capital. In
addition, investment results may vary substantially on a monthly, quarterly or annual basis. An investment with EAAA is suitable only for
sophisticated investors and requires the financial ability and willingness to accept the high risks and lack of liquidity inherent in any such
investment. Before deciding to invest, prospective investors should read the definitive offering and subscription documents and pay particular
attention to the risk factors contained therein.
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Unless otherwise noted, the information contained in this presentation is subject to change and speaks only as of the date of this presentation or as
of the specific date(s) noted in this presentation, as applicable, and EAAA and its members, partners, stockholders, managers, directors, officers,
employees, advisers, representatives and agents do not have any obligation to update any of such information. Certain figures herein have been
rounded. Certain information contained herein may be based, in part, on information from third parties, which in certain cases has not been
updated through the date of this presentation. While such information is believed to be reliable for the purposes of this presentation, EAAA
assumes no responsibility for the accuracy or completeness of such information and such information has not been independently verified by EAAA.
This presentation does not constitute a solicitation by any person in any jurisdiction in which such solicitation is not lawful or in which the person
making such solicitation is not qualified to do so. This presentation does not constitute a solicitation to any person to whom it is unlawful to make
such solicitation. The distribution or possession of this presentation in or from certain jurisdictions may be restricted by law. Persons in possession
of this presentation are required by EAAA to inform themselves about any such restrictions and to observe any such restrictions. EAAA does not
accept any liability to any person in relation to the distribution or possession of this presentation in or from any jurisdiction.
Additional disclaimer for Singapore Persons
This presentation is intended for distribution by EAAA only to Singapore’s Accredited Investor and Institutional Investor. If the recipient of this
presentation is not a Singapore’s Accredited Investor and Institutional Investor, then such recipient should not act upon this presentation and
should immediately return the same to the sender. Further, this presentation may not be copied, duplicated and/or transmitted onward to any
person, including any Singapore person
Additional disclaimer for U. S. Persons
EAAA is registered with the U.S. Securities and Exchange Commission (“SEC”) as a registered investment adviser under the U.S. Investment Advisers
Act of 1940, as amended, and the rules and regulations promulgated thereunder (the “Advisers Act”).In addition, none of the Funds advised by
EAAA will be registered as an investment company under the U.S. Investment Company Act of 1940, as amended, and the rules and regulations
promulgated thereunder (the “Investment Company Act”). Consequently, investors in a Fund will not be afforded the protections of the Investment
Company Act.
EAAA is not registered as a broker-dealer under the U.S. Securities Exchange Act of 1934, as amended, and the rules and regulations promulgated
thereunder (the “Exchange Act”), and under applicable state laws in the United States. In reliance on the exemption from registration provided by
Rule 15a-6 of the Exchange Act and interpretations thereof by the U.S. Securities and Exchange Commission (the “SEC”), in order to conduct certain
business with “major U.S. institutional investors” (as defined in Rule 15a-6(b)(4) under the Exchange Act), EAAA has entered into an agreement with
a U.S. registered broker-dealer, Edelweiss Financial Services Inc. (“EFSI”). Transactions in securities discussed herein will be effected through EFSI.
This presentation is intended for distribution by EAAA only to major U.S. institutional investors. If the recipient of this presentation is not a major
U.S. institutional investor, then such recipient should not act upon this presentation and should immediately return the same to the sender.
Further, this presentation may not be copied, duplicated and/or transmitted onward to any person, including any U.S. person.
Interests in a Fund are being offered as a private placement to a limited number of investors and are not registered under the U.S. Securities Act of
1933, as amended, and the rules and regulations promulgated thereunder, or the securities laws of any state or non-U.S. jurisdiction. Interests in a
Fund may not be sold or transferred without compliance with all applicable U.S. federal, state and non-U.S. securities laws. Neither the SEC nor any
state or non-U.S. securities commission has reviewed or passed upon the accuracy or adequacy of this presentation. Any representation to the
contrary is unlawful.
Additional disclaimer for U.K. Persons
The contents of this presentation have not been approved by an authorised person within the meaning of the Financial Services and Markets Act
2000 (“FSMA”).
This presentation is for information purposes only and may be amended and/or supplemented without notice. Nothing in this presentation should
be construed as an offer, invitation or general solicitation to buy or sell any investments or securities, provide investment advisory services or to
engage in any other transaction, and this presentation may not be relied upon for the purposes of entering into any investment transaction. Any
investment should only be made by investors who understand and accept the risks involved. In the United Kingdom, this presentation is being
distributed only to and is directed only at (i) persons who have professional experience in matters relating to investments falling within Article 19(5)
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the “Order”), (ii) high-net-worth entities falling
within Article 49(2) of the Order, and (iii) any other persons to whom it may otherwise lawfully be communicated (all such persons together being
referred to as “relevant persons”). Persons who are not relevant persons must not act on or rely on this presentation or any of its contents. Any
investment or investment activity to which this presentation relates is available only to relevant persons and will be engaged in only with relevant
persons. Recipients must not distribute, publish, reproduce, or disclose this presentation, in whole or in part, to any other person.
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