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BUDGET 2011-12
Implications on Individual Income Tax and Specified Asset Classes



With the focus of the Union Budget for 2011-12 being on fiscal consolidation and infrastructure development, initiatives relating to personal finance 

have been rather limited.

An annual effective tax relief of Rs. 2,060 has been given to male taxpayers aged below 60 years, with senior citizens being given an annual relief of 

Rs 1,030 through this Budget. However, lowering the qualifying age of senior citizens to 60 years will enable a higher population of pensioners to 

migrate to the next tax slab and thus get the benefit of higher tax savings, which could range from Rs. 6,000 to Rs. 9,000 approximately. 
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Calculations assumed on a taxable income of Rs 1,000,000.

Slabs Rates Liability Slabs Rates Liability Slabs Rates Liability Slabs Rates Liability

0-160000 Nil Nil 0-180000 Nil Nil 0-190000 Nil Nil 0-190000 Nil Nil

160001-500000 10% 34000 180001-500000 10% 32000 190001-500000 10% 31000 190001-500000 10% 31000

500000-800000 20% 60000 500000-800000 20% 60000 500000-800000 20% 60000 500000-800000 20% 60000

Above 800000 30% 60000 Above 800000 30% 60000 Above 800000 30% 60000 Above 800000 30% 60000

2000 0

Slabs Rates Liability Slabs Rates Liability Slabs Rates Liability Slabs Rates Liability

0-240000 Nil Nil 0-250000 Nil Nil 0-240000 Nil Nil 0-500000 Nil Nil

240001-500000 10% 26000 250001-500000 10% 25000 240001-500000 10% 26000 500000-800000 20% 60000

500000-800000 20% 60000 500000-800000 20% 60000 500000-800000 20% 60000 Above 800000 30% 60000

Above 800000 30% 60000 Above 800000 30% 60000 Above 800000 30% 60000

1000 26000

AY 2010-2011 Below 65 AY 2011-2012 Below 60

Savings due to Budget 2011

AY 2010-2011 Above 65 AY 2011-2012 Above 60-Below 80

AY 2010-2011 Below 65 AY 2011-2012 Below 60

Senior Citizen

Savings due to Budget 2011Savings due to Budget 2011

Very Senior Citizen

AY 2010-2011 Above 65 AY 2011-2012 Above 80

Individuals Other than Women, Senior Citizen and Very Senior Citizen

Savings due to Budget 2011

Women

Introduction of a new simplified return form "Sugam" to reduce the compliance burden on small taxpayers who fall within the scope of presumptive 

taxation is also on the anvil.

A new category of Very Senior Citizens has been created for citizens born before 1931 with income upto Rs 5 lakh per annum being exempted from 

income tax resulting in monthly savings of approximately Rs. 2,200.

The annual tax exemption of Rs. 20,000 available to individual taxpayers for investment in  infrastructure  bonds  will  continue  during  the  

financial year 2011-12.

Another measure aimed at reducing the compliance burden on small taxpayers is the exclusion of salaried taxpayers who do not have other sources 

of income and whose incomes are subject to TDS, from filing returns. The exemption comes into effect from the assessment year 2011-12 and a 

notification specifying the salary income threshold  and other modalities is expected  to be released shortly. It is expected that the Form 16 issued by 

the employer will be treated as tax return for this segment of taxpayers and if the taxpayer has other sources of income like dividend and interest and 

does not want to file a separate tax return, the same can be disclosed to the employer to ensure the necessary tax deduction.

Under the New Pension Scheme, only employee contribution will be considered within the qualifying limit of Rs. 100,000 for claiming Sec 80 C 

deduction.

2,060

1,030 26,780

0

0-160,000

160,001-500,000

500,000-800,000

Above 800,000

0-160,000

35,020

61,800

61,800

0-180,000

180,001-500,000

500,000-800,000

Above 800,000

0-190,000

190,001-500,000

500,000-800,000

Above 800,000

31,930

61,800

61,800

0-190,000

190,001-500,000

500,000-800,000

Above 800,000

31,930

61,800

61,800

0-240,000

240,001-500,000

500,000-800,000

Above 800,000

26,780

61,800

61,800

0-250,000

250,001-500,000

500,000-800,000

Above 800,000

0-240,000

240,001-500,000

500,000-800,000

Above 800,000

25,750

61,800

61,800

26,780

61,800

61,800

0-500,000

500,000-800,000

Above 800,000 61,800

61,800

A mild palliative has been provided to individuals through income tax relief as well as simplification of tax-return filing procedures.
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20.06%

30.09%

32,960

61,800

61,800

10.03%

20.06%

30.09%

10.03%

20.06%

30.09%

10.03%

20.06%

30.09%

10.03%

20.06%

30.09%

10.03%

20.06%

30.09%

10.03%

20.06%

30.09%

20.06%

30.09%

Rates adjusted for education cess



Impact on Mutual Funds
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KYC-compliant foreign investors can now directly invest in equity schemes of SEBI-registered mutual funds. This move is expected to increase the 

inflow of funds to this industry, with AMCs having to design products and establish distribution channels to access these markets. While foreign 

investors were hitherto allowed to invest through the FII route, the incremental impact of this measure will be determined by the reach and product 

portfolio of the domestic mutual funds to this class of investors. Also, the process of ensuring KYC compliance for foreign investors as well as 

measures to hedge currency volatility would need to be worked out. This move is expected to emerge as a source of funding of India's current 

account deficit.

Budget 2011 has increased the dividend distribution tax (DDT) from 25 % to 30% (excluding surcharge and cess) on dividends distributed by liquid 

and debt MF schemes to corporate investors, thus reducing the tax arbitrage between investing in bank deposits vs mutual funds. The higher rate 

would come into effect from June 2011.  While mutual funds would still score over bank deposits on the liquidity front, 

This announcement may have an adverse impact on AUMs for certain categories of debt 

schemes especially liquid and liquid plus schemes. The DDT on debt schemes for other investor classes (individual/HUF) remains at the current rate 

of 25% (excluding surcharge and cess). The budget continues to exempt distribution of income by an equity-oriented fund from tax.

it is likely that the inflows from 

corporates to these fund categories may be impacted. 

Impact on Insurance Industry

Amongst the long-pending legislative proposals expected to be taken up by Parliament, the Insurance Bill is one and it seeks to raise the FDI limit in 

the insurance sector from 26% to 49%. With many foreign partners keen to increase stake in their Indian operations; raising FDI limits could deliver a 

growth push to the Indian insurance industry, thereby benefitting customer.

The modification proposed to be brought about in the service tax levied on fund management charges may increase the charges for some 

guaranteed ULIPs.

Impact on Bond Market

Issue of tax-free infrastructure bonds worth Rs. 30,000 crore, raising of the ceiling for FII investments in infrastructure bonds, permitting of FII 

investments in unlisted bonds with a minimum lock-in period of three years, and the creation of Infrastructure Debt Funds with a lower FII withholding 

tax rate of 5% should enable deepening of the bond market in India.

 Any interest income received by a non-resident Indian from such notified infrastructure debt funds shall be at the rate of 5%.

 Impact on Equity Market

The disinvestment target of Rs. 40,000 crore is expected to open up more investment opportunities in the Indian equity market.

Increasing participation of foreign investors in equity schemes of SEBI-registered mutual funds and the higher limits for FII investments in bonds 

should reduce the volatility in the Indian equity market.

In term of sectors, the focus of the budget has been on infrastructure, education and agriculture.

 Impact on Gold

The imposition of 1% central excise duty on jewellery and articles of gold, silver and precious metals sold under a brand name is expected to make 

this category of assets slightly more expensive.
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While Budget 2011-12 may have a low impact in the short term with investors being constrained to make any significant investment choices based on its 

pronouncements, some of the initiatives announced may have far-reaching positive implications for the Indian economy. Thus, while the retail Indian 

investor may not find much cause to cheer in the latest measures, the comprehensive implementation of all the initiatives announced should lead to the 

creation of a more vibrant investment environment in future.
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All information contained in this document has been obtained by ICRA Online Limited from sources believed by it to be accurate and reliable. Although reasonable 
care has been taken to ensure that the information herein is true, such information is provided ‘as is’ without any warranty of any kind, and ICRA Online Limited in 
particular, makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. All information contained 
herein must be construed solely as statements of opinion, and ICRA Online Limited shall not be liable for any losses incurred by users from any use of this document or 
its contents in any manner. Opinions expressed in this document are not the opinions of our holding company, ICRA Limited (ICRA), and should not be construed as 
any indication of credit rating or grading of ICRA for any instruments that have been issued or are to be issued by any entity.
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ICRA, a full-service credit rating agency with its shares listed on the Bombay Stock Exchange and the National Stock Exchange, has four subsidiaries:  
ICRA Management Consulting Services Limited (IMaCS);  ICRA Techno Analytics Limited (ICTEAS);  ICRA Online Limited (ICRON) and  PT. ICRA 
Indonesia. Together, ICRA and its subsidiaries, along with their subsidiaries, form the ICRA Group of Companies, that is, Group ICRA.

About Us

MaCS

ICRA Online Limited (ICRON)

ICRON, a wholly-owned subsidiary of ICRA, was incorporated in January 1999 and has since then established itself as an independent and credible source of 
authentic information and software solutions. Today, ICRON is a leading information services and technology solutiions provider and caters for some of the 
biggest names in the financial services sector in India and abroad.

ICRON's research and information products provides insights into the key asset classes and enables tracking performance of portfolios through:

Fact-sheets, scorecards and commentaries that are published on a daily / weekly / fortnightly / monthly / quarterly basis

MFI Explorer

Insurance Explorer

Portfolio Tracker

Forex Tracker

ICRON also provides products that provide the distributors of personal finance products with applications that enable their back office operations through a 
repertoire of products like:

MFI Back Office Manager

MFI Impact

ICRON has successfully forayed into financial planning and wealth management products that enables wealth managers and advisors to assess the risk-return 
profile of their clients, plan for their goals, insurance and retirement and suggest a portfolio based on proprietary heuristics.

For further information on our products and services, please contact :

Mumbai

Chennai

Kolkata

New Delhi 
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avishek.dey@icraonline.com;        09223526102

jayakannan.singamuthu@icraonline.com;        09500040495

sayon.dasgupta@icraonline.com;        09830050455

pramod.kumar@icraonline.com;        09999395783
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