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The Finance Minister has announced the Budget for Fiscal Year FY25- 26 with a 
total outlay of PKR 17.5 TN (6.9% lower than last year) and total revenue of 
PKR 14.1 TN (8.9% higher than last year). The fiscal deficit is targeted at 3.9% 
of GDP, down from 5.9% of GDP in the previous fiscal year. The primary 
surplus would be targeted at 2.4% of the GDP.

Consolidates Fiscal Revenues to Jump 55%!: Total Federal Revenues are 
targeted at PKR 14.1 TN. This is a jump of PKR 2.2 TN; PKR 1.1 TN increase in 
direct tax revenues and PKR 1.1 TN increase in indirect tax revenues.

Within Direct Taxes, Income Taxes are expected to rise 19% vs. FY25 revised 
estimates, Sales Tax Receipts are expected to rise 20%, and FED is expected to 
rise 14%. 

Interest expense: The Govt. has envisaged interest expense of PKR 8.2 TN for 
FY26, down 8% YoY from the FY25 level of PKR 8.9 TN. 

Development and Defense Expenditure: Federal and provincial PSDP allocation 
is kept at PKR 4.2 TN, 3.2% of GDP. In the last five years, PSDP as % of GDP has 
averaged at 2.3%. Defense expense is proposed at PKR 2.5TN, up 17%. The 
defense as % of GDP stands at 1.97% in FY26E compared to the FY25 revised 
estimate of 1.86% of GDP.

GDP Growth targeted at 4.2%: The government has set a real GDP growth 
target of 4.2% for FY26, up from the 2.7% in FY25. Sector-wise, agriculture, 
industry, and services are projected to grow by 4.5%, 4.3%, and 4.0%, 
respectively. We continue to maintain our GDP growth forecast for FY26 at 4%. 

The inflation target for FY26 is set at 7.5% compared to the revised target of 
5.0% for FY25.

Key highlights:

▪ Introduction of Section 114C – Restrictions on Non-Filers: The government 
has proposed the inclusion of Section 114C in the Finance Bill, aimed at 
limiting certain economic activities for individuals who are not registered tax 
filers. Under this provision, non-filers will face restrictions on key 
transactions such as: Purchasing securities beyond a prescribed threshold, 
Buying vehicles with engine capacity exceeding 850cc, and Opening standard 
bank or IPS accounts (except Asaan accounts)

▪ Withdrawal of Sales Tax Exemptions in FATA/PATA: The longstanding sales 
tax exemption on industries operating in FATA/PATA—such as steel and ghee 
manufacturers—has been revoked. A 10% GST will now be levied, with a 
phased increase of 200 basis points per year over the next three fiscal years. 
This move addresses concerns of dumping from these regions into other 
parts of Pakistan, especially Punjab, and is seen as a positive development 
for the formal steel and edible oil sectors.

▪ Increase in Tax on Interest Income: The tax rate on interest income has been 
increased from 15% to 20%. This measure is likely to encourage 
diversification into other asset classes such as equities, which enjoy 
preferential tax treatment, potentially boosting capital markets.
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Budget Snapshot PKR Bn FY25B FY25R FY26B

Total Revenue 17,815 16,802 19,278

Tax Revenue 12,970 11,900 14,131

Direct Taxes 5,512 5,826 6,902

Indirect Taxes 7,458 6,074 7,229

Non – Tax Revenue 4,845 4,902 5,147

Petroleum Levy 1,281 1,161 1,468

Provincial Share 7,438 6,997 8,206

Total Expenditure 18,877 17,249 17,573

Current Expenditure 17,203 16,390 16,286

Debt Servicing 9,775 8,945 8,206

Defence 2,122 2,181 2,550

Grants and Transfers     1,776 1,761 1,927

Subsidies 1,363 1,378 1,186

Federal PSDP 1,400 1,100 1,000

Budget Deficit 8,500 7,444 6,501

Nominal GDP 124,150 114,692 129,567

Fiscal Deficit 5.9% 5.6% 3.9%

Primary Surplus 2.0% 2.2% 2.4%

Source: MoF, BMA Research
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▪ Petroleum Development Levy (PDL) on Furnace Oil: In line with IMF commitments, a PDL has been imposed on furnace 
oil, although the applicable rate is yet to be disclosed.

▪ Introduction of Carbon Tax: A carbon tax of Rs2.5 per liter will be applied to petrol, diesel, and furnace oil from FY26.

▪ GST Increase on Small Cars (<850cc): The reduced GST rate of 12.5% on cars below 850cc has been abolished, and the 
standard rate of 18% will now apply. This change is expected to negatively impact small car manufacturers, notably Pak 
Suzuki.

▪ Higher Withholding Tax on Cash Withdrawals by Non-Filers: The withholding tax on cash withdrawals exceeding 
Rs50,000 by non-filers has been raised from 0.6% to 0.8%.

▪ Higher E-commerce Sales Tax for Non-Active Taxpayers: The sales tax on local e-commerce transactions for non-active 
taxpayers has been doubled from 1% to 2%.

▪ Pension Tax on High-Income Individuals: A 5% tax will be levied on pension incomes exceeding Rs10 million annually for 
individuals under the age of 70.

▪ Sales Tax on Solar Panel Imports: Sales tax exemptions on imported solar panels have been removed, with an 18% GST 
now proposed for FY26. The market impact is expected to be neutral.

▪ Increased Withholding Tax on Specified Services: The withholding tax rate for specified services has been raised from 4% 
to 6%, excluding IT and IT-enabled services. A flat 15% tax will be imposed on non-specified services and on sportspersons 
(up from 10%).

▪ Higher Tax on Mutual Fund Dividends: The tax on dividend income from mutual funds has been revised to 25% and 15%, 
depending on the category.

▪ Imposition of Off-Grid (Captive) Energy Levy: A levy on off-grid energy (captive power) has been introduced, with 
estimated revenue generation of Rs105 billion in FY26.

▪ Reduction in Carry-Forward Period for Minimum Tax Losses: The carry-forward period for minimum tax losses has been 
shortened from three years to two.

▪ Income Tax Relief for Salaried Individuals: The 5% tax rate slab will now apply only to monthly incomes between 
Rs60,000 and Rs120,000 and will be reduced to 1%. The next two slabs will see a rate cut from 15% to 11%, and from 25% 
to 23%. Surcharge reduced from 10% to 9%

▪ Pay and Pension Adjustments: Government salaries are proposed to be increased by 10%. Pension incomes are set to rise 
by 7%.

▪ Extension of Income Tax Exemptions in FATA/PATA: Income and withholding tax exemptions for the former FATA/PATA 
regions will be extended for an additional year, through FY26.

▪ Reinstatement of Tax Rebate for Educators: A 25% tax rebate for full-time teachers and researchers will be restored 
retroactively, covering FY23 to FY25.

▪ Restoration of Mortgage Tax Credit: Tax credits on mortgage financing for houses up to 10 marla and flats up to 2,000 sq. 
ft. will be reinstated.

▪ Reduction in Property Taxes: The Federal Excise Duty (FED) of 7% on immovable property has been eliminated, and the 
advance tax reduced by 150 basis points. This is expected to support the construction and allied sectors.

▪ Reduction in Super Tax: Super tax under Section 4C will be reduced by 0.5 percentage points for income brackets ranging 
from Rs200 million to Rs500 million—viewed as a positive step for the market.

▪ GST Exemption on Buns and Rusks: The 10% GST on local sales of buns and rusks has been withdrawn.

▪ Housing and Markup Subsidies: A housing subsidy of Rs5 billion has been allocated for FY26. An additional Rs5 billion has 
been allocated for markup subsidies.

▪ IPP Payments: The government has earmarked Rs95 billion for payments to Independent Power Producers (IPPs) in FY26.

▪  
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Disclaimer

This research report is for information purposes only and does not constitute nor is it intended as an offer or solicitation for the purchase or sale of securities or 
other financial instruments. Neither the information contained in this research report nor any future information made available with the subject matter contained 
herein will form the basis of any contract. Information and opinions contained herein have been compiled or arrived at by BMA Capital Management Limited from 
publicly available information and sources that BMA Capital Management Limited believed to be reliable. Whilst every care has been taken in preparing this 
research report, no research analyst, director, officer, employee, agent or adviser of any member of BMA Capital Management Limited gives or makes any 
representation, warranty or undertaking, whether express or implied, and accepts no responsibility or liability as to the reliability, accuracy or completeness of the 
information set out in this research report. Any responsibility or liability for any information contained herein is expressly disclaimed. All information contained 
herein is subject to change at any time without notice. No member of BMA Capital Management Limited has an obligation to update, modify or amend this research 
report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or 
subsequently becomes inaccurate, or if research on the subject company is withdrawn. Furthermore, past performance is not indicative of future results. 

The investments and strategies discussed herein may not be suitable for all investors or any particular class of investor. Investors should make their own investment 
decisions using their own independent advisors as they believe necessary and based upon their specific financial situations and investment objectives when 
investing. Investors should consult their independent advisors if they have any doubts as to the applicability to their business or investment objectives of the 
information and the strategies discussed herein. This research report is being furnished to certain persons as permitted by applicable law, and accordingly may not 
be reproduced or circulated to any other person without the prior written consent of a member of BMA Capital Management Limited. This research report may not 
be relied upon by any retail customers or person to whom this research report may not be provided by law. Unauthorized use or disclosure of this research report is 
strictly prohibited. Members of BMA Capital Management and/or their respective principals, directors, officers and employees may own, have positions or effect 
transactions in the securities or financial instruments referred herein or in the investments of any issuers discussed herein, may engage in securities transactions in a 
manner inconsistent with the research contained in this research report and with respect to securities or financial instruments covered by this research report, may 
sell to or buy from customers on a principal basis and may serve or act as director, placement agent, advisor or lender, or make a market in, or may have been a 
manager or a co-manager of the most recent public offering in respect of any investments or issuers of such securities or financial instruments referenced in this 
research report or may perform any other investment banking or other services for, or solicit investment banking or other business from any company mentioned in 
this research report. Investing in Pakistan involves a high degree of risk and many persons, physical and legal, may be restricted from dealing in the securities market 
of Pakistan. Investors should perform their own due diligence before investing. No part of the compensation of the authors of this research report was, is or will be 
directly or indirectly related to the specific recommendations or views contained in the research report. By accepting this research report, you agree to be bound by 
the foregoing limitations.

BMA Capital Management Limited and / or any of its affiliates, which operate outside Pakistan, do and seek to do business with the company(s) covered in this 
research document. Investors should consider this research report as only a single factor in making their investment decision. BMA Research Policy prohibits 
research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer/company prior to the publication of a 
research report containing such rating, recommendation or investment thesis. 

Stock Rating 

Investors should carefully read the definitions of all rating used within every research reports. In addition, research reports carry an analyst’s independent view and 
investors should ensure careful reading of the entire research reports and not infer its contents from the rating ascribed by the analyst. Ratings should not be used 
or relied upon as investment advice. An investor’s decision to buy, hold or sell a stock should depend on said individual’s circumstances and other considerations. 
BMA Capital Limited uses a three tier rating system: i) Buy, ii) Neutral and iii) Underperform (new rating system effective Jan 1’18) with our rating being based on 
total stock returns versus BMA’s index target return for the year. A table presenting BMA’s rating definitions is given below:

Old rating system

Valuation Methodology
To arrive at our period end target prices, BMA Capital uses different valuation methodologies including

▪ Discounted cash flow (DCF, DDM)

▪ Relative Valuation (P/E, P/B, P/S etc.)

▪ Equity & Asset return based methodologies (EVA, Residual Income etc.)

In Focus

Budget FY25: Initial Impressions


	Slide 1
	Slide 2
	Slide 3

