
Mirae Asset - flash

India’s Upper House passed the long-awaited Goods and Services 

Tax (GST) Bill last night with a unanimous vote. We see this as a 

landmark reform to unify India’s 1.3 billion people into one single 

market. GST will replace at least 17 state and central taxes, 

simplifying the current arcane tax structure with hundreds of 

exemptions and cascading tax-on-tax. While there remains a 

number of legislative hoops to jump through, such as ratifying the 

legislation with at least half of India’s states, the most crucial and 

difficult hurdle has been cleared. GST implementation is expected to 

take place starting April 2017.

Key benefits 

“One India” – The most important benefit of GST is productivity 

improvement in the medium term. The current tax regime is such 

that input credit for state taxes paid in one state cannot be claimed 

in another state, thus encourages fragmentation of production and 

logistics along state lines. Successful implementation of GST will 

4 August 2016

1

Mirae Flash: India GST bill passed

• Productivity improvement over medium term through “one India” unified marketplace and simplification of current 
complex tax structure.

• Greater tax compliance to boost India’s growth. 

• Consumer, logistics, autos and cement companies are key beneficiaries of GST.

• GST, along with other on-the-ground productivity improvements, instrumental to realizing India’s potential.

take away the artificial tax advantage of goods produced within a state 

relative to those imported from other states. Firms will now be able to 

benefit more from economies of scale without being held back by sub-

scale factories and warehouses. All in all, GST will lead to market 

share gains for the organized sector with economies of scale, 

while the small-scale unorganized tax-evading sector gets marginalized.  

Greater administrative efficiency – Companies will be able to enjoy 

greater ease of tax administration as multiple taxes will be replaced by 

one. For example, tax forms / challans / annexures needed to be filed 

out would come down from 441 to 18 after GST implementation1.

Greater tax compliance – India loses a material amount of tax revenue 

because of the ~400 exemptions under the current tax regime between 

the state and federal level. A simpler taxation structure with less 

exemptions leads to greater tax compliance. According to the Finance 

Minister, GST can boost economic growth by as much as 2 

percentage points. 



Sector Impact from GST +  / - / Neutral

FMCG

• Effective tax rate reduces by ~2-5%2

• Better economies of scale through consolidation of manufacturing 
facilities and lower logistics cost

• Market share gain from unorganized sector

Autos
• ~10-17% fall in vehicle prices2

• Better economies of scale through consolidation of manufacturing 
facilities and lower logistics cost

Logistics • Consolidation of warehouses and increased efficiencies of logistics 
chain.

Cement • Lower tax incidence from ~27%3

Exporters (Pharma 
/ IT) • Limited impact to these export-oriented sectors

Banks • Limited impact – small tax increase on fee incomes

Telecom • Moderate increase in tax incidence

2

Our Asia regional and India equity strategies (Mirae Asset Asia Sector Leader, Asia Great Consumer, and India Sector Leader) are 

positioned well in regards to the GST winners and losers discussed above. 

India stands out in a world where demand growth is difficult to find. While the attractive demand-side story is well-known, India’s Achilles’ 

heel has always been supply-side bottlenecks due to various inefficiencies. The passage of the GST Bill is clearly an important milestone 

towards productivity improvement to realize India’s potential. Together with other improvements we are witnessing on the ground, such as 

infrastructure rollout, financial inclusion, state electricity board reforms and bankruptcy code, India stands out as one of the best equity 

stories globally. 

Sector implication 

From a sector perspective, GST will generally be positive for consumer goods sectors from lower taxes. On the other hand, the services 

sector will be negatively impacted by higher tax burden. (Note that the final GST tax rate has yet to be decided. The committee under the 

Chief Economic Advisor recommends a standard rate of 17-18%. This is the assumed tax rate in our analyses.)

Source: 
1 Business Standard, March 8, 2016
2 Nomura, July 20, 2016
3 Citi, July 18, 2016
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Disclaimer

This document has been prepared for  presentat ion,  i l lustrat ion and discussion purpose only 
and is  not legal ly  b inding.  Whi lst  compl ied f rom sources Mirae Asset Global  Investments 
bel ieves to be accurate,  no representat ion,  warranty,  assurance or impl icat ion to the 
accuracy,  completeness or adequacy f rom defect of  any k ind is  made. The div is ion,  group, 
subsid iary or  affi l iate of  Mirae Asset Global  Investments which produced th is document shal l  
not  be l iab le to the rec ip ient  or  contro l l ing shareholders of  the rec ip ient  resul t ing f rom i ts use.  
The v iews and informat ion d iscussed or referred in th is report  are as of  the date of  
publ icat ion,  are subject  to change and may not reflect the current v iews of  the wr i ter (s ) .  The 
v iews expressed represent an assessment of  market condi t ions at  a specific point  in t ime, are 
to be t reated as opin ions only and should not be re l ied upon as investment advice regarding 
a part icu lar  investment or  markets in genera l .  In addi t ion,  the opin ions expressed are those 
of  the wr i ter (s )  and may di f fer  f rom those of  other Mirae Asset Global  Investments’  investment 
profess ionals.  

The prov is ion of  th is document shal l  not  be deemed as const i tut ing any of fer ,  acceptance, or  
promise of  any further contract  or  amendment to any contract  which may ex ist  between the 
part ies.  I t  should not be d ist r ibuted to any other party except wi th the wr i t ten consent of  
Mirae Asset Global  Investments.  Noth ing here in conta ined shal l  be construed as grant ing the 
rec ip ient  whether d i rect ly  or  indi rect ly  or  by impl icat ion,  any l icense or r ight ,  under any copy 
r ight  or  inte l lectual  property r ights to use the informat ion here in.  This document may inc lude 
reference data f rom th i rd-party sources and Mirae Asset Global  Investments has not 
conducted any audi t ,  va l idat ion,  or  ver ificat ion of  such data.  Mirae Asset Global  Investments 
accepts no l iab i l i ty  for  any loss or damage of  any k ind resul t ing out of  the unauthor ized use 
of  th is document.  Investment involves r isk.  Past per formance figures are not indicat ive of  
future per formance. Forward- looking statements are not guarantees of  per formance. The 
informat ion presented is  not intended to prov ide specific investment advice.  P lease carefu l ly  
read through the of fer ing documents and seek independent profess ional  adv ice before you 
make any investment decis ion.  Products,  serv ices,  and informat ion may not be avai lable in 
your jur isd ict ion and may be of fered by affi l iates,  subsid iar ies,  and/or d ist r ibutors of  Mirae 
Asset Global  Investments as st ipu lated by local  laws and regulat ions.  P lease consul t  wi th 
your profess ional  adv iser for  fur ther in format ion on the avai labi l i ty  of  products and serv ices 
with in your jur isd ict ion.

Uni ted Kingdom: This document does not expla in a l l  the r isks involved in invest ing in the Fund 
and therefore you should ensure that  you read the Prospectus and the Key Investor 
Informat ion Documents ("KI ID")  which conta in fur ther in format ion inc luding the appl icable r isk 
warn ings.  The taxat ion posi t ion af fect ing UK investors is  out l ined in the Prospectus.   The 
Prospectus and KI ID for  the Fund are avai lable f ree of  charge f rom 
http:// investments.miraeasset.eu,  or  f rom Mirae Asset Global  Investments (UK) Ltd. ,  4th 
F loor,  4-6 Royal  Exchange Bui ld ings,  London EC3V 3NL, Uni ted Kingdom, te lephone +44 
(0)20 7715 9900.  

This document has been approved for  issue in the Uni ted Kingdom by Mirae Asset Global  
Investments (UK) Ltd,  a company incorporated in England & Wales with registered number 
06044802, and hav ing i ts  registered office at  4th F loor,  4-6 Royal  Exchange Bui ld ings,  
London EC3V 3NL, Uni ted Kingdom. Mirae Asset Global  Investments (UK) Ltd.  is  author ised 
and regulated by the F inancia l  Conduct Author i ty  wi th firm reference number 467535.

Uni ted States:  An investor should consider the Fund’s investment object ives,  r isks,  charges 
and expenses carefu l ly  before invest ing.  This and other important in format ion about the 
investment company can be found in the Fund’s prospectus.  To obta in a prospectus,  contact 
your financia l  adv isor or  ca l l  (888)  335-3417. Please read the prospectus carefu l ly  before 
invest ing.

India:  Mutual  Fund investments are subject  to market r isks,  read a l l  scheme re lated 
documents carefu l ly .

3


