
 

 

Union Budget 2021-22 Construction Industry Brief 

The focus of the budget 2021 is on growth and investment 

while keeping the tax regime stable that will invite 

investment from foreign investors. The impact of the budget 

on infrastructure and construction is visible on the ground 

that the budget gives concessions to purchase home and 

liberalizing the loan conditions. Higher allocation under rural 

infrastructure will promote development. No new tax 

benefits will also create a harmonious atmosphere for 

construction and will increase the number of home buyers 

and this will increase the investment by developers in this 

sector.   

• Eligibility period to claim additional deduction on interest 

of Rs. 1.5 lakh under Section 80EEA paid for an affordable 

housing loan is extended to March 31, 2022 in the budget. 

• For migrant workers, the budget has allowed tax exemption for notified affordable rental housing projects. 

• The Government is also considering launching a portal to collect relevant information about migrant 

workers in the construction industry to ensure their safety and health by providing insurance, food 

schemes, and health measures. 

• The Government has also proposed in this budget to increase the safe harbor limit from 10% to 20% for 

the primary sale of residential units. This step will encourage home buyers and real estate developers to 

invest more in this sector.  

• Reduction in custom duty to 7.5% from 12.5% on steel will have effect on cost of construction and thus the 

supply of construction units will be easy. 

• Budget proposal of setting up a National Bank for Financing Infrastructure and Development will help in 

debt financing of REITs (Real Estate Investment Trusts) and InvITs (Infrastructure Investment Trusts) by 

foreign portfolio investors that will lead to more funds for the real estate sector.  

To stimulate the real estate industry, it was felt to organize an institution like the bad bank. The idea of 

establishing a bad bank is interesting as it is supposed to relieve the pressure of bad loans given by banks. Bad 

loans are seen in real estate and the real estate will get a boost if this problem of loan against assets is solved 

amicably. To further make improvements in land supply there is a plan to monetize the PSU land.  

• Monetization of PSU land bank will generate revenue  

• Will ease the pressure on the supply of land for further industrialization.  

• Surplus land will be available especially in cities for future construction projects.  

• Increase in customs duty from 7.5% to 10% on LED lights and fixtures will increase the cost of 

construction and housing and the Government will have to pay attention to this increase in cost to 

make the housing industry attractive.   

The Budget has given top priority to economic recovery which will help create more jobs and opportunities. 
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