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Jaitley gives Defence budget 8% hike, unlikely to

even cover rise In cost
As a percentage of GDP, defence expenditure has fallen steadily from 2.33% of GDP in 2016-17 to

2.23% in the current year

By Ajai Shukla

The 2018-19 Budget has raised defence allocations from the current year’s revised estimate of Rs 3.74
trillion to Rs 4.04 trillion, an increase of Rs 303.61 billion, or 8.1 per cent, which, analysts say, is insufficient
to even cover year-on-year inflation in manpower and equipment costs.
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dissatisfied with the small overall increase, the silver lining is the expenditure of the entire capital budget this
year without surrendering billions of rupees, as the military did the previous two years.

However, the increase in capital allocations, which have risen from Rs 0.91 trillion in the current year to
Rs 0.99 trillion in 2018-19, constitutes a rise of just 8.9 per cent, which defence analysts and industry regard as
inadequate, given the large number of defence procurements in the pipeline.

Jayant Patil, who is whole-time director at Larsen & Toubro and heads the defence business, said the
capital budget had been raised by Rs 80 billion after being largely flat for two years.

“While this is inadequate for India’s defence modernisation needs, the additional capital allocation can
leverage new contracts up to Rs 500-600 billion, over and above the contracts concluded this year, assuming
that committed liabilities for earlier contracts remain approximately unchanged,” noted Patil.

“Overall, the increase seems too small to be able to conclude any large Make in India contracts under
the ‘strategic partner’ route in the current year,” he said.

Once again, manpower costs — especially defence pension — will account for the bulk of the budget. The
allocation for pensions rose from Rs 878 billion in 2016-17 to Rs 950 billion in this year’s revised estimates —
arise of 8.1 per cent. For 2018-19, the allocation has risen to Rs 1,088 billion, a worrying rise of almost 15 per
cent.

Calculating defence spending as a proportion of government expenditure, it has fallen steadily from 17.8
per cent in 2016-17 to 16.8 per cent in the current year, and is pegged at 16.5 per cent in 2018-19. As a
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percentage of gross domestic product, defence expenditure has fallen steadily from 2.33 per cent of GDP in
2016-17 to 2.23 per cent in the current year; and is pegged at 2.16 per cent in this Budget.

Several defence analysts, including some closely linked with the ruling Bharatiya Janata Party, have
publicly argued for pegging defence expenditure at 3 per cent of GDP, which they consider the minimum for
countering a two-front threat from China and Pakistan, combating two-three internal insurgencies, and
dominating a 7,500 coastline and the Indian Ocean beyond.

In his budget speech, Finance Minister Arun Jaitley, who has been stopgap defence minister twice in the
NDA government, talked up defence reforms. “We will take measures to develop two defence industrial
production corridors in the country. The government will also bring out an industry friendly Defence
Production Policy 2018 to promote domestic production by public sector, private sector, and MSMEs,” he
said.

Jaitley did not mention there is already a defence production policy of 2011, which was promulgated
with fanfare by the UPA government, and then ignored by both governments since.
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Smaller pie for defence

Allocation has dropped from 12% of the budget to 11.6% this year. Outiay is middling compared to other BRICS nations
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For salaried class, savings get a slight Pruning, says
Surya Bhatia

A target of 3.3 per cent for 2018-19 and the ongoing fiscal to close at 3.5 per cent with some fiscal
slippage is what most economists will live with

By Surya Bhatia

Expectations from Union Budget 2018-19 have been on a higher side than usual. And why not? This was
the last full Budget before general election, and this government has done what no other previous governments
could do, like demonetisation and GST, and making these a reality.

Yes, the Budget was expected to keep an eye on next year’s elections and, hence, was to be on a populist
side. The key areas addressed in the Budget was, as expected, a huge push on rural spending — be it housing,
electricity, toilets, infrastructure, healthcare, farming or education — while still trying to keep the fiscal deficit
within reasonable reach. A target of 3.3 per cent for 2018-19 and the ongoing fiscal to close at 3.5 per cent
with some fiscal slippage is what most economists will live with.

The brownie points were scored by finance minister Arun Jaitley with the key focus on healthcare,
supposed to be the largest in the world. The launch of National Health Protection Scheme, providing cover to
10 crore poor families (approximately 50 crore beneficiaries) and providing coverage up to Rs 5 lakh per
family per year along with setting up 24 new government medical colleges and hospitals by upgrading existing
district hospitals in the country. Once implemented, this will ensure adequate distribution of medical colleges
and hospitals in each state of the country is commendable.

Also, it was ensured that the promises made in the earlier Budget of reducing corporate tax to 25 per cent
was addressed when the lower tax slab of 25 per cent currently applicable for corporates with a turnover up to
Rs 50 crore was enhanced to Rs 250 crore. This typically covers 99 per cent of corporate taxpayers.

In the personal income tax category, the expectations were really high — that there will be an increase in
tax slabs, deductions will become higher and better. But not much was on offer. There was no change in the
income tax slabs. Education cess, which was 3 per cent earlier, has been renamed as health and education cess
and raised to 4 per cent To compensate the salaried class, standard deduction gets reintroduced with the
exemption limit of Rs 40,000.

But, the government took away the existing transport allowance of Rs 19,200 and reimbursement of
miscellaneous medical expenses of Rs 15, 000 totalling to Rs 34, 200, leaving only Rs 5,800 as the real benefit
to salaries class.

The exemption is way too less in the real world where the prices are sky rocketing and the inflation is
again inching up. For senior citizens, exemption of interest income on deposits with banks and post offices
will be increased from Rs 10,000 to Rs 50,000.

Further, increasing the limit of deduction for medical expenditure in respect of certain defined critical
illness from Rs 60,000 in case of senior citizens and from Rs 80,000 for very senior citizens, to Rs 1 lakh for
all senior citizens, under Section 80DDB, is a welcome move towards easing the dignity and life of senior
citizens.

There have been rumours in the markets that the long-term capital gain taxation would be tweaked and
there was hope against hope that Jaitley may just leave it again. But on the plea of buoyant equity markets and
the huge income flow of Rs 3.67 lakh crore, which was exempt income, he made a strong case of bringing it in
the tax net.



Hence, any long-term capital gain exceeding Rs 1 lakh is going to be taxed at the rate of 10 per cent
without allowing the benefit of any indexation. However, all gains accrued up to January 31, 2018 — the day
before Budget announcement — will be “grandfathered”. The gains from equity share held up to 1 year
continue to remain short-term capital gain and continues to be taxed at 15 per cent.

In addition, there is another levy in the form of dividend distribution tax on equity-oriented mutual funds
at 10 per cent. As part of this, anyone taking an income in the form of dividends needs to convert in a growth
plan and start using SWP (Systematic Withdrawal Plan).

This will enable investor to continue getting a regular income and still let it remain as tax efficient. The
only additional work an investor has to do is to define the income to be planned from the investment with the
focus that income should not be higher than the incremental gain in the investment. To sum it up, it was on the
expected lines and was a Bharat Budget — the real intent being rural-focused.
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Second World War bomb defused in Hong Kong

A wartime bomb was defused in Hong Kong on Thursday after forcing a busy commercial district into
lockdown, with roads closed and thousands evacuated from surrounding shops, hotels and offices.

It was the second time within a week that an American bomb dropped during the Second World War has
been discovered here.

» K ENW,

: The Indian EXPRESS

Fri, 02 Feb, 2018
US missile defense test unsuccessful: Official

A SM-3 Block IlIA missile was launched from an Aegis Ashore test site in Hawaii, but failed to hit
another missile launched from an aircraft, said an official.

The US military carried out an unsuccessful test to shoot down an incoming dummy missile from Hawaii
on Wednesday, a US official said, amid heightened concerns about North Korea’s developing missile and
nuclear program.

The official, speaking on the condition, said a SM-3 Block IIA missile was launched from an Aegis
Ashore test site in Hawaii, but failed to hit another missile launched from an aircraft.

The missile, which is being developed by Raytheon Co, is used to target intermediate range missiles and
is being developed with Japan.

The Missile Defense Agency did not comment on the outcome of the test, but confirmed that one had
taken place.

“The Missile Defense Agency and US Navy sailors manning the Aegis Ashore Missile Defense Test
Complex (AAMDTC) conducted a live-fire missile flight test using a Standard-Missile (SM)-3 Block 1A
missile launched from the Pacific Missile Range Facility, Kauai, Hawaii, Wednesday morning,” Mark Wright,
a spokesman for the agency, said.

An intercept test for the missile last June also failed, but there was a successful test in early 2017.



The last year has seen ramped-up North Korean missile launches, some of them over Japanese territory,
and its sixth and most powerful nuclear test. These actions have prompted a stepped-up US-led campaign to
toughen UN sanctions, which Pyongyang has called an act of war.
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New blood test accurately detects Alzheimer’s
In advance

The blood test, currently only available for research- related purposes, measures a specific peptide to
inform if a patient has the very earliest stages of Alzheimer's. The test developed and validated by scientists
from Japan and Australia could speed up the pace of Alzheimer's disease drug trials.

Scientists have developed a blood test for Alzheimer’s disease which can tell with 90 per cent accuracy
if a patient is at the risk of developing the brain disorder. The blood test, currently only available for research-
related purposes, measures a specific peptide to inform if a patient has the very earliest stages of Alzheimer’s.
The test developed and validated by scientists from Japan and Australia could speed up the pace of
Alzheimer’s disease drug trials.

“This new test has the potential to eventually disrupt the expensive and invasive scanning and spinal
fluid technologies,” said Professor Colin Masters from The University of Melbourne. “In the first instance,
however, it will be an invaluable tool in increasing the speed of screening potential patients
for new drug trials,” said Masters, who co-led the research published in the journal Nature. Progress in
developing new therapeutic strategies for Alzheimer’s disease has been disappointingly slow, researchers
said. None of the three drugs currently on the market treat the underlying disease. New drugs are urgently
required, and the only way to do that is to speed up the whole process, they said.

“That requires trials with rigorous and economical patient selection, to avoid recruiting patients who may
not even have Alzheimer’s disease. Due to the long time-spans involved, pharmaceutical companies require
accurate predictions of who is most at risk,” said Masters. One of the essential hallmarks of Alzheimer’s
disease is the buildup of an abnormal peptide in the brain, called beta-amyloid. The process starts silently
about 30 years before any outward signs of dementia.

Current tests for beta-amyloid are expensive, invasive and include brain scans with radioactive tracers,
or analysing spinal fluid taken via a lumbar puncture. Diagnosis is usually made without these tools, rather by
assessing a patient’s range of symptoms. The new test was the result of an extensive international
collaboration. The key technology, known as IP-MS, was developed by Shimadzu Corporation in Japan. Blood
samples from patients in a large study from the Japanese National Center for Geriatrics and Gerontology
(NCGG) were analysed to identify the relevant peptides.
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