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New provincial grants providing sigh of relief: The Federal Budget for FY27 is pro-

jected with a fiscal deficit of 3.6% of GDP primarily due to contribution from provinc- AKD Research
. L. L . research@akdsl.com

es to the tune of PkR1.0tn in addition to provincial surplus and an estimated 17.6% +92-111-253-111 (639)

growth in tax revenues. Provincial contribution through grant created room for gov’t

to initiate new programs of PkR680bn apart from setting aside PkR750bn for contin- Kgl’z’ﬁi)so‘ﬁ\:)(:xl:;zl,gg;?gzos
gent liabilities and emergencies. The government aims to stimulate economic

growth through tax reductions for the salaried class, the abolition of the Super Tax KSE— ALL MARKET CAPITALIZATION
for lower earning firms, relief measures for exporters, and the continuation of tax PKR 19,120bn (US$68.70bn)
incentives for IT firms for the next three years. 1Yr KSE-ALL SHARE AVG ADT VALUE

PKR55,509mn (US$197.74mn)
Market to remain positive: The budget is positive for the overall market, given the

absence of aggressive revenue-generating measures, the abolition of the Super Tax
for companies with profitability below PkR500mn, and the reduction in the tax rate  Key Macro targets stipulated in FY27 Budget

to 8% for companies with profitability exceeding PkR500mn. However, the reduced m

rate is not applicable to the Financials, Fertilizer, and E&P sectors. The government's

GDP Growth (%) 4.0%
continued reliance on Islamic financing instruments is also positive for the PSX. The
reduction in Advance Tax and Withholding Tax (WHT) for exporters, the extension of Fiscal Deficit (% of GDP) 3.6%
the Export Financing Scheme (EFS), and the abolition of the Export Development  Primary Balance (% of GDP) 2.0%
Surcharge are positive for the Textile and Cement sectors. Moreover, the Cement  FBR Revenue Collection (PkRtn) 15.3
sector is expected to benefit from lower taxes on immovable property and higher Total Expenditure (PkRtn) 18.8
allocations for development expenditure. Meanwhile, the abolition of GST on the
import of machinery for refinery upgradation is expected to be positive for the Re-  'terest Expense (PkRtn) 8.1
finery sector. PSDP - Federal (PkRtn) 1.0
Budget target demands increased coordination with provinces: The government Petroleum Levy Target (PkRtn) 1.7
has set an attainable tax revenue increase target of 17.8% in the context of a nomi- Source: MoF & AKD Research

nal GDP growth of 12.2% for FY27. This requires additional taxation measures of

~PkR700bn achievable through improved revenue mobilization while enhancing tax

nets, particularly FBR taxation reforms. Moreover, fiscal deficit demands progressing

on comprehensive fiscal reforms in coordination with provinces as indicated by col-

lection of grants from provinces amounting to PkR1.0tn under new arrangement  KSE100 Index Performance

along with 30.1% higher provincial transfers and enhanced reliance on provinces for (share mn) (index)
PSDP allocation. Federal gov’t also budgeted recoveries of loan worth PkR407bn oo 200000

3,500
from provinces for FY27. 3,000

180,000

160,000

2,500
2,000

Super Tax moving towards elimination: The government appears to be on the path 140,000

toward eliminating the Super Tax, as additional support from the provinces has cre- 1,500 M A WW}U\ h 120,000
ated fiscal space. After reducing the Super Tax by 0.5% last year for companies with 1,000 WMM U\/ b\ Mh T
income between PkR200mn and PkR500mn, the government has now abolished the 502 il ﬂ :ZZZZ
Super Tax for companies with profitability below PkR500mn and reduced it by 2% 8 ﬁ RE28888888% '
25280288 ¢2283

for companies with profits above PkR500mn. This measure is expected to provide
relief to approximately 67% of companies listed on the PSX, with the beneficiaries =1 KSE-All Volume in million (LHS) ——KSE-100 Index
almost evenly split between those receiving a complete abolition and those bene-
fiting from a reduced Super Tax rate.

=

Source: PSX & AKD Research

PSX—Winners and losers: The budget is positive for the cement and construction
materials sectors, supported by a significantly higher overall PSDP allocation of
PkR3.7tn for the coming year, reduction in taxes on sale and purchase of immovable
assets and allocation of PkR71bn for subsidized PM Apna Ghar scheme. Moreover,
reduction in taxes for exporters along with enhanced allocation for subsidized fi-
nancing schemes would be positive for Textile and Cements. However, auto sector
faces slightly stricter measures with increased GST on hybrids and FED on some ve-
hicles. Our top picks include OGDC, PPL, UBL, MEBL, HBL, FFC, ENGROH, PSO, LUCK,
FCCL, INDU, ILP and SYS.
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Major budgetary measures

Sector

Corporates

Cement and
Steel

Banks

Automobiles

OMCs

Refinery

Pharmaceuticals

Technology

Fertilizer

Textiles

FMCG

Investment
companies

Impact

Positive

Positive

Neutral

Mixed

Positive

Positive

Positive

Positive

Neutral

Positive

Positive

Negative

Review

BUDGET

2025-26

Budgetary measure

Abolishment of Super tax on income upto PkR500mn

Reduction of super tax to 8% from 10% on income above PkR500mn, excluding Banking, E&P,
and Fertilizer sector

Reduction in WHT on property transactions to 2.75% for seller and 1.25% for buyer

Higher allocation of PSDP to support demand from public sector construction

Allocation of PkR71bn for PM Apna Ghar Scheme to provide subsidized house financing

Export development surcharge of 0.25% has been abolished

Electricity-based sales-tax collection on melters/re-rollers/composite units, with refunds gated
to digital integration

Super tax remained unchanged at 10%

WHT on cross-border transaction reduced to 0.5% from 5%

Increase in subsidy towards PM Apna Ghar Program

Rationalized GST on Hybrids/PHEV to 18% from 8.5%-12.75%

Customs Duty concession on imports of EV related parts extended till FY27

GST on imported trucks reduced to 1%

Imposition of additional FED of 40%/41% on cars above 2,000cc and 3,000cc
Imposition of value-based FED on imported EVs priced above PkR20mn

PDL target for FY27 set at PkR1.7tn, up from revised target of PkR1.5tn in FY26
FED of PkR80/liter on petroleum solvents (naphtha, white spirit/MTT, solvent oil)

GST exemption on Machinery imports for upgradation of existing refineries

Exemption of Custom duty on APIs of Cancer drugs

Extension of 0.25% final-tax regime on ITes and services up till FY29
Super tax remained unchanged at 10%

Final Minimum turnover tax reduced to 1.25% from 2% (including 1% advance tax)

Export development surcharge of 0.25% has been abolished

EFS duration increased to 18 months, from existing 9 months
Inclusion of products in Third schedule to fix GST at retail price

Minimum turnover tax on telecom infrastructure increased to 7% from 6%

Minimum turnover tax on terminals decreased to 12% from 15%

Allocation of PkR252bn to contain circular debt would benefit ENGROH

Source: AKD Research
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&= Budget adhering to IMF targets

(PkRbn)

Revenue Receipts
Tax Revenues
Direct
Income tax
Indirect
Customs Duties
Sales Tax
Federal Excise
Non-Tax Revenue
Petroleum Levy
SBP Profit
Grants from provinces
Gross Revenue Receipts
Less: Provincial Transfers
Net Revenue Receipts
Expenditures
Current Expenditure
Debt Servicing
Defense
Grants
BISP
Subsidies (current)
Subsidy to WAPDA/PEPCO
Subsidy to KESC
Subsidy to others
Provision for emergency
Others
Development Expenditure
Net Lending
Total Expenditure (Federal)
Federal Fiscal Deficit
Est. Provincial Cash Balance
Consolidated Fiscal Deficit
As % of GDP
Primary Balance
As % of GDP
GDP

FY26BE

14,131
6,902
6,811
7,229
1,588
4,753

888
5,147
1,468
2,400

19,278
8,206

11,072

16,286
8,207
2,550
1,928

716
1,186
911
125
150
389
2,026
1,000
287

17,573

(6,501)
1,464

(5,037)
-3.9%
3,170
2.4%

129,567

FY26R

12,983
6,432
6,331
6,551
1,366
4,334

851
5,093
1,498
2,428

18,076
7,592
10,485

15,006
6,937
2,588
1,971

706
1,157
768
125
264
275
2,078
820
(184)
15,642

(5,157)
1,379

(3,778)
-3.0%
3,159
2.5%

126,870

Review

BUDGET

2027

FY27BE

15,264
7,613
7,481
7,651
1,651
4,927
1,073
5,336
1,677
1,436
1,035

20,600
8,848

11,751

17,495
8,054
3,000
2,680

838
1,091
667
163
261
430
2,240
1,000
276

18,771

(7,020)
1,794

(5,226)
-3.6%
2,828
2.0%

143,604

Source: MoF & AKD Research
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48
\@ Targeting 17.6% growth in tax collection with 4.0% GDP growth BUDGET

2027

GDP Growth Inflation i Servi

& @ Agriculture Indus:‘r'l.al rvices i GDP at constant prices (%)

@ %% & L &

33 o @ é m w FY25 FY26 FY27p
FY26P:. 3.7‘? FY27B: 8.2% FY27B: 3.8% FY27B: 4.0% FY27B: 4.2% Agricultural sector 1.5% 2.9% 3.8%
FY27B: 4.0% Important Crops -13.2% 0.7% 3.6%

= FBR revenue is set at PkR15.3tn for FY27, up 17.6%YoY compared to the revised Other Crops A9.7% 2.4% 4.2%

Cotton ginning -19.0% 0.1% 2.5%

FY26 amount of PkR13.0tn. The tax collection growth target is aggressively set in Industrial Sector 5.6% 3.5% 4.0%
the context of nominal GDP growth of 12.2% demanding additional raising of Manufacturing 2.0% 6.6% 5.8%

= 00 . OO . olJ

~PkR697bn. FBR must rely on implementation of existing tax measures along Colgetsedle 0.7% 6.1% 4.5%
Energy 29.6% -10.6% 1.1%

with expansion of tax net to cover incremental revenue. Fe— 3.8% 5.7% 2.9%

= Government has relied equally on direct taxes and indirect taxes for the tax Services sector 3.1% 4.1% 4.2%
collection measures. Both the FBR tax collection and primary balance targets are Wholesale & Retail trade 0.5% 3.7% 4.2%
o ) . ] ) o Communication etc. 7.0% 7.5% 7.7%

in line with the IMF estimates due to fixation of divisible pool at PkR13.4tn. General Govt. services 8.6% 8.5% 4.0%

= Simultaneously, within Budget'27, gov’t has tried to reduce burden on salaried GDP 3.2% 3.7% 4.0%

class by reducing tax rates while abolishing tax surcharge. Moreover, elimination
GDP growth set to surpass 4% in FY27

of super tax on companies earning less than PkR500mn will remove tax burden

8.0%

on SMEs and reduction of super tax to 8% on above PkR500mn profit, barring 5.8y 0-2%
6.0%

Financial, Fertilizer and E&P sectors, would be positive for stock market. 379 4.0%
4.0% 3.1% o 3.2% )

= Total expenditure is budgeted at PkR18.8tn up by 20%YoY, primarily due to 2.5%

2.0%

36.0%YoY and 22.0%YoY increase in grants and development spending while J I
0.0%

current expenditures budgeted at PkR17.5tn. The fiscal deficit for the year is | 0.2%
-2.0% -0.9%

projected at 3.6% of GDP with a primary surplus of 2.0% of GDP, compared to a

FY19
FY20
Fy21
FY22
FY23
FY24
FY25
FY26P
FY27B

fiscal deficit of 3.0% and primary surplus of 2.5% expected in FY26. Overall, the

fiscal deficit target depends on the recovery of PkR1.8tn in surplus from M Real GDP growth (%) - RHS

provinces, which is 30% more than collection estimated for last year. Source: MoF & AKD Research
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AA Provinces grants to create room for new initiative of PkR700bn BUDGET
(]
| (PkRbn) Budget Revised Budget
=== 2025-26 2025-26 2026-27
FY26P: 10.2% of GDP FY26P: 12.3% of GDP FBR Taxes (I + 1) 14,131 12,983 15,264
FY27B: 10.6% of GDP FY278: 13.1% of GDP I Direct Taxes 6,902 6,432 7,613
= On the non-tax side, Federal gov't is targeting to raise PkR1.0tn as a grant from Income Tax 6,811 6,331 7,481
. . . . Capital Value Tax 17 20 27
provinces under new arrangement apart from increasing collection from
Workers Welfare Fund 26 8 22
Petroleum Levy. Profit from SBP is expected to reduce drastically by 40.9%YoY
to PkR1.4tn due to lower interest rates. Moreover, Petroleum levy target of Workers Profit Participation Fund 48 2 84
PkR1.7tn could be achievable as normalization of oil prices on settlement of I1. Indirect Taxes 7229 6.551 7651
US-Iran conflict would create room for higher collection. Customs Duties 1,588 1,366 1,651
Sales Tax 4,753 4,334 4,927
= Within Current Expenditures, the biggest head that can clearly be seen on the Federal Excise 888 851 1,073
rise is grants with increase of 36.0%YoY to PkR2.7tn as gov’t creates room for
. . . . Non tax Revenue Receipts
programs of PkR609bn including PkR361bn set aside for New Economic
Initiative. Moreover, mark-up on debt targeted at PkR8.1tn with increase of (PkRbn) ;Ouzdsg_;ta gg;";_:: zBouzcE;;
16.1%YoY. Petroleum Levy 1,468 1,498 1,676
Dividends 206 201 130
= Unlike past, subsidies are estimated to reduce by 5.7%YoY to PkR1.1tn due to SBP Profit 2 400 2 428 1436
13.2%YoY reduction in subsidy to power sector despite allocation of PKR71bn Royalty on natural gas 138 85 95
for PM Apna Ghar Scheme and enhanced allocation for mark-up subsidy to Grants from provinces 0 0 1,035
Climate support levy 0 48 50
support SBP EFS. Total 5,147 5,093 5,336

Defense expenditures are projected at PkR3.0tn with an increase of 15.9%YoY.

Source: MoF & AKD Research



A Islamic mode of financing needs acceleration to achieve Islamization goal

Review

BUDGET

2027

Debt Servicing Pension Lovy
FYoop: koo FY26P: PkR1.1tn FY26P: PKR1.5tn
FY278: PIRS.1tn FY27B: PkR1.2tn FY27B: PkR1.7tn

On the Capital Receipts side, local financing is projected at PkR2.1tn in FY27
compared to PkR2.9tn expected in FY26, which implies lower OMO injections as
witnessed in previous years. Within domestic capital receipts, Sukuk stands
(ljara Sukuk and Bai-mujjal ljara Sukuk) as the biggest mode of financing with

PkR1.0tn to be raised through these instrument(s).

The targeted amount is insufficient to meet Government’s stated agenda of
moving towards Islamic financing by 2027. However, this shift to Islamic mode
of financing would also lower gov’t debt cost given local investor preference for

these papers.

While PkR350bn of incremental debt has been targeted through T-bills
compared to retirement of PkR589bn revised target for FY26, whereas

PkR386bn is targeted through PIBs.

On the external financing front, Pakistan is projecting gross financing at
PkR6.8tn with net financing of PkR813bn. This target is quite realistic given
better credit rating on the back of improving macroeconomic situation of the
country amid currency stability. This time around, Pakistan may access the
Chinese capital market through the continued issuance of Panda bonds, while
also pursuing incremental Eurobond issuances, following its recent success in

both markets.

Current Expenditure
Budget Revised Budget
2025-26 2025-26 2026-27

Mark up on Domestic Debt 7,197 6,007 6,983
Mark up on Foreign Debt 1,009 931 1,071
Pension 1,055 1,055 1,169
Defence Affairs & Services 2,550 2,588 3,000
Grants and Transfers 1,928 1,971 2,680
Subsidies 1,186 1,157 1,091
Running on Civil Government 971 1,021 1,071
Others 389 276 430

Total 16,286 15,006 17,495

Net Capital Receipts

Budget Revised Budget
2025-26 2025-26 2026-27

Pakistan Investment Bonds (PIBs)

ljiara Sukuk Bonds 1,100 844 300
Treasury Bills 500 590 350
Bai-Muajjal ljara Sukuk 897 636 700
Recoveries of loans from provinces 584 584 407
Total 3,267 2,888 2,186

External Resources

Budget Revised Budget
2025-26 2025-26 2026-27

External Receipts 5,778
Foreign Loans and Repayment (-) 5,472
Repayment of Short Term Credits (-) 200
Total 106

5,025
3,326

164
1,534

6,780
5,836
130
813

Source: MoF & AKD Research
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Review

O& Key Revenue Measures BUDGET

2027

= New Special Excise Duty of 40-41% introduced on imported/large-engine vehicles (40% on >2000—-3000cc; 41% on >3000cc), adding onto existing vehicle
FED and extending to EV 4-wheelers until 30 June 2027.

= FED imposed on imported personal-use CBU EVs: 0% up to PkR20mn, 30% on PkR20—30mn, and 40% above PkR30mn.

= WHT on services is raised to 7% (vs. 6% previously) for listed services. Furthermore, a new 14% on other services and a 15% on independent
professionals (doctors, lawyers, architects, accountants, software developers) and 1.5% on media advertising.

= WHT on digitally-ordered goods and services is raised to 20% (vs. 15% previously), implemented at the point of order.

= Concessional minimum-tax rate for ATL distributors/dealers of packaged food, fertilizer, mobiles, sugar and electronics doubled to 0.5% (from 0.25%),
with cement, steel, edible oil and retailers removed from the concession.

= New FED of PkR80/liter levied on petroleum solvents namely top naphtha, white spirit/MTT and solvent oil.
= E-liquid FED raised and simplified to a flat PkR16,500/kg (vs. PkR10,000/kg or 65% of retail, whichever higher).

= A new tax on life-insurance payouts is introduced at 15% where a policy matures (e.g. payout of death) within one year and 10% between one and seven
years.

= Anew 5% WHT is imposed on social-media and influencer revenue routed through banking channels, deducted by banks and NBFIs at the point of credit.
=  GST on hybrid and PHEV rationalized to 18% from 8.5-12.75%.

= Removal of exemption of capital gain tax on disposal of securities for NBFCs, modarabas, and companies dealing in debt securities.

= |ncrease in surcharge payable on late tax filing. Surcharge of PkR100k on companies, PkR50k on AOP, and PkR25k on individuals.

= (Capital gain tax on debt securities on IPS account is increased to 20% from 15%.



Review

O& Key Relief Measures BUDGET

2027

= Salary tax slabs rationalized downward, with the PkR2.2—3.2mn band cut to 20% (vs. 23%) and the PkR3.2—4.1mn band to 25% (vs. 30%). Moreover,
two new bands (29% and 32%) are inserted and 35% top rate applies above PkR7mn.

= The 9% surcharge on salaried income exceeding PkR10mn is abolished.

= Super tax on six corporate slabs upto PkR150mn—PkR500mn (1%—7.5%) are now abolished, with top slab (PBT>PkR500mn) reduced from 10% to 8%.
However, this reduction does not apply to Banks, E&Ps and Fertilizer companies.

= Section 7E tax on deemed income from immovable property, which was a notional 5% of fair market value is abolished entirely.

= Advance tax on sale of immovable property cut and flattened to 2.75% (vs. 4.5%—5.5%), and on purchase to 1.25% (vs. 1.5%—2.5%).

= The 0.25% concessional rate on IT and IT-enabled services export proceeds is extended three years to tax year 2029.

= Acetate tow FED slashed to PkR10,000/kg from PkR44,000/kg.

= Exemption of duties on APIs of cancer related drugs.

= Reduction in duties of agricultural machinery and transport vehicles for construction companies.

= GST on imported EV trucks reduced to 1%.

= Reduction of tax on terminal and port services to 12% from 15%.

= 0.25% advanced export surcharge abolished and exporter minimum tax reduced to 1.25% (from 2% previously) and EFS markup also cut to 4.5%.

= Low-sugar hydration/electrolyte drinks (<5g sugar/100ml, no artificial sweetener) carved out of the 20% sugary-drinks FED (targeted at
sports/electrolyte beverage segment).

= GST exempted for capital expenditures for refining, shipbuilding and aviation sectors, covering machinery imported for the upgradation of existing
refineries, capital goods imported by Karachi Shipyard & Engineering Works Limited, and a widened PIACL exemption which now extends to ground-
handling equipment, service vehicles, catering equipment and fuel trucks.

= EV local-assembly incentives extended one year to 30 June 2027, for 4-wheel small cars/SUVs (<50kWh) and LCVs (€150kWh) carried forward.

= |Income of qualifying Special Purpose Vehicles (SPVs) established for asset-backed securitization exempted, to facilitate capital-market development.
= Turnover threshold for withholding-tax exemption of small traders raised from PkR100mn to PkR200mn.

= Capital Value Tax (CVT) on foreign assets of resident Pakistanis abolished.

= WHT on cross-border credit/debit card transactions cut from 5% to 0.5%.



Review
O{O Proposed Changes In Salary Tax & Super Tax BUDGET

2027

Budget FY26-27 - Proposed Changes In Salary Slabs & Tax Rate

n Taxable Income Old Rate of Tax New Rate of Tax

Where taxable income does not exceed PkR600,000/- 0% 0%
2 Where taxable income exceeds PkR600,000 but does not exceed PkR1,200,000 1% 1%
3  Where taxable income exceeds PkR1,200,000 but does not exceed PkR2,200,000 11% 11%
4  Where taxable income exceeds PkR2,200,000 but does not exceed PkR3,200,000 23% 20%
5 Where taxable income exceeds PkR3,200,000 but does not exceed PkR4,100,000 30% 25%
6 Where taxable income exceeds PkR4,100,000 but does not exceed PkR5,600,000 35% 29%
7 Where taxable income exceeds PkR5,600,000 but does not exceed PkR7,000,000 35% 32%
8 Where taxable income exceeds PkR7,000,000 35% 35%

Budget FY26-27 - Proposed Changes In Super tax

Super tax rate on corporates, excluding Banks, E&Ps and Fertilizer companies
n Taxable Income Old Rate of Tax New Rate of Tax

1 Where income does not exceed PkR150mn 0.0% 0.00%
2 Where income exceeds PkR150mn but does not exceed PkR200mn 1.0% 0.00%
3 Where income exceeds PkR200mn but does not exceed PkR250mn 1.5% 0.00%
4  Where income exceeds PkR250mn but does not exceed PkR300mn 2.5% 0.00%
5 Where income exceeds PkR300mn but does not exceed PkR350mn 3.5% 0.00%
6 Where income exceeds PkR350mn but does not exceed PkR400mn 5.5% 0.00%
7  Where income exceeds PkR400mn but does not exceed PkR500mn 7.5% 0.00%
8 Where income exceeds PkR500mn 10.0% 8.00%

Source: FBR & AKD Research
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.4 Construction Materials (Cement and Steel) — Positive BUDGET

2027

Key Measures

Cement Sector vs. KSE100 Index

O PSDP allocation increased to PkR3.7tn compared to revised target of FY26. 60%

(o]

U Property transaction taxes cut on sale to 2.75% (from 4.5-5.5%), and purchase to 1.25%  50%
(from 1.5-2.5%)

40% .
U Section 7E deemed-income tax on property (5% of Fair Market Value) abolished. 30% /\,/W
. . 20%
U Increase in subsidy for PM Apna Ghar Scheme. °
10%
O Export development surcharge of 0.25% has been abolished. 0% e N
O Reduction of Customs Duty on vehicles for construction companies to 10% from 20%. -10%
. -20%
U Super tax reduced for large corporates to 8% above PKR500mn (from up to 10%), nil on the h n 1 1h oy ohh 6 © © © © ©
o o o o o o o o o o o o o
PkR150-500mn band. E S5 b & £ 2 O & A& L oL XL
. y . o 22358:858:28¢83
a St.eel shifted to eIectr|c!ty-ba.sed sale.s-tax collection on melters/re-rollers/composite units, KSE-100 Index Cement Sector
with refunds gated to digital integration.
Steel Sector vs. KSE100 Index
Comments
60%
U Higher PSDP allocation would increase public sector demand, supporting demand for  ggg
cement and steel. 40%
U The property package (reduction in transfer cost and section 7E removal) should revive 28;
investments in real estate and drive cement and long-steel demand. 10;
(o]
O Subsidized housing finance would support the construction demand. 0% 57 ——
-10%
O Abolishment of export development surcharge enhance exports contribution margins. -20%
Positive for LUCK, DGKC, ACPL, POWER, and MUGHAL. -30%
-40%
O Electricity-based steel collection pushes documentation in favor of listed re-rollers. ’ I I B T T B R R R R R
1 _I 1 1 I'L I> (IJ 1 1 L L l>. 1
O Super-tax relief on the >PkR500mn band is directly EPS-accretive for large-cap cement and _g, = :3: § o 2 & LCU § s & 3 _g,
steel players. ——KSE-100 Index Steel Sector

Source: PSX & AKD Research



t Automobiles Sector — Mixed

Review

BUDGET

2027

Key Measures:
U GST on Hybrid and PHEV rationalized to 18% from 8.5%-12.75%.

U New Special Excise Duty of 40-41% on large-engine imported vehicles (40% >2000-3000cc;
41% >3000cc), adding onto the existing vehicle FED.

U Value-based FED on imported CBU EVs: 0% up to PkR20mn, 30% PkR20-30mn, 40% above
PkR30mn.

U EV local-assembly incentives extended till FY27 (1% GST for small cars/SUVs <50kWh and
LCVs <150kWh; 50% concessional duty on EV-related parts). Moreover, 1% GST concession
extended to electric trucks as well.

O Potential reduction in duties on CKD imports under NTP26-30.

Comments

U Domestic auto assemblers are expected to benefit from income-related relief measures
(salary and super tax reductions), which should support consumer demand.

U The proposed increase in GST on hybrids and PHEVs is likely to raise vehicle prices,

potentially impacting sales volumes. Alternatively, if OEMs absorb the higher GST, it would
pressure their margins. Negative for SAZEW and NPL.

QO Increased taxation on imported vehicles to partially offset the impact of reduction in duties
under NTP26-30.

1 Concessions for locally assembled EVs have been extended until FY27, encouraging shift
toward EV segment. Positive for BYD and LUCK.

60%
50%
40%
30%
20%
10%
0%
-10%
-20%

Jun-25

Automobiles Sector vs. KSE100 Index

wn wn N wn n N (o} (e} (e} (o} (e} (e}
A g g g g g g g g Qo
— - [e) — —
3 ¥ $ 8 3 98 § 8 &8 5 & S
L v O 2z 0 - o S € s S
——KSE-100 Index Automobile Sector

Source: PSX & AKD Research
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it Commercial Banks & Investment Companies — Neutral BUDGET

2027

Key Measures

O Super tax maintained at 10% for Banks. Banking Sector vs. KSE100 Index

_ _ 100%
O Reduction on salaried taxes and super tax for corporates.
80%
O Income of asset-backed-securitization SPVs exempted, supporting structured-finance
activity. 60%
U WHT on cross-border transaction reduced to 0.5% from 5%. 40%
Q Allocation under PM Apna Ghar Scheme to provide subsidized housing. 20%
U Minimum turnover tax on telecom infrastructure increased to 7%. 0% =
O Reduction of tax on terminal and port services to 12% from 15%. -20%
A8 8 8 8 8 8 8 8 8 & 8 8
QO Allocation of containment of circular debt set at PkR252bn for FY27. S 3 ¥ $ 5 3 3 5§ @ &8 a & S
= L v O 2z 0 - o 3 < s S
—— KSE-100 Index Banks Sector

Comments

O Higher disposable incomes from salary and super tax reductions to enhance deposit growth

and elevate formal channel activity. Investment Companies Sector vs. KSE100 Index

U Subsidized Housing program would enhance advances growth. 80%
QO We believe deposit growth to reduce OMO requirement. 60%
O The SPV securitization exemption is positive for banks active in structured finance. 40% A}r
U Increase in MTR on telecom infrastructure would negatively impact country’s largest 20% A j
telecom operator ‘Deodar’, though we expect the impact to be diluted with increasing J
profitability. Negative for ENGROH. 0% g™
U Decline in minimum taxation on terminal would enhance profitability of Engro Elengy -20%
terminal. Positive for ENGROH. S S R R ST ST TR IR S
53 Y2858 5%85555
O Reduction in circular debt would positively impact cashflows of power companies. Positive - < @ z 6 =2 <32
for HUBC, LUCK, ENGROH, and FFC. Investment KSE100 Index

Source: PSX & AKD Research



- . . - Review
) OMCs and Refineries — Positive BUDGET

2027

Key Measures

O Sales-tax exemption on machinery for upgradation of existing refineries, supporting the OM(Cs Sector vs. KSE100 Index

refinery upgradation/BMR drive to be presented in upcoming refinery upgradation policy. 60%
U New FED of PkR80/liter on petroleum solvents (naphtha, white spirit/MTT, solvent oil). 50%
. 40%
O Petroleum Development Levy (PDL) collection target has been set at PkR1.7tn for FY27, up
from the revised PkR1.5tn in FY26. 30%
0,
Comments 20%
. . . . . . . 10%
U Refineries remain the winners as the imported capex exemption lowers the capital cost of [
0, Y e EEEEEEEEEE————) A -\ e —
long-pending brownfield upgradations. 0% v
-10%
O The PkR80/liter solvent FED to deter adulteration in motor-vehicle fuels, and eventually o 1 o o 0w © © o ©
. [\l (o] N N (o] o N (] N o (o] o o
uplift formal OMC sales. g S @ 8 5 3 g < ﬁ s 5 = g
—‘“<mOZQ—=u_§<§ﬂ
U The petroleum levy target seems attainable, assuming growth of 4% in volumes for FY27 KSE-100 Index OMCs Sector
under the current PDL setting and the eventual resolution of geopolitical conflicts.
Refinery Sector vs. KSE100 Index
60%
50%
40%
30%
20%
10%
0%
-10%
-20%
wn N n wn LN n wn [(o} (o} (e} [(o} e} (e}
A g g g g g g g d
527383288525 %¢%5
—— KSE-100 Index Refinery Sector

Source: PSX & AKD Research



?0 Oil & Gas (E&Ps) — Neutral BUD%VIiEe%

2026-27

Key Measures

U Government FY27 dividend budgeted at ~PkR16.4/7.9/21.1 per share for OGDC, PPL and E&P Sector vs. KSE100 Index

MARI, respectively. 60%
U E&Ps excluded from the super tax relief and held at the full rate up to 10% on corporates 50%
earning with threshold lowed to PkR150mn. 40% N A
30% ; v
20% WAV
Comments
10%
O The government's FY27 dividend budget signals continued reliance on strong E&P cash. 0% J
() LV
‘\\\
U The super-tax carve-out leaves E&Ps paying higher than peers, but is a continuation of the -10%
status quo rather than additional taxation. g g g g Q g g g g g g g g
E3 Y5558 858555 S
—— KSE-100 Index E&P Sector

Fertilizer — Neutral to Positive

Key Measures Fertilizer Sector vs. KSE100 Index
O Super tax remain unchanged at 10%.

80%

O Exemption of CD, ACD and RD on import of Agricultural Machinery. 70%
60%

U Subsidy allocation to Fertilizer plants for Production & supply of urea, along with allocation 50;
for import of urea. 0
40%

30% J’/W
Comments 20%

Wa

0,
O Allocation of subsidy for supply of urea can be utilized for farmers support program, leading 18; _J"
to improvement in demand. >N
-10%
U We do not foresee utilization of the urea import subsidy, given elevated local inventory ”N’ ﬂ Q m 2 m '-’N’ 2 2 g g $ £
position. §§§§g§§§§§§§§
O Exemption of duties on agricultural machinery would positively impact farm economics and ——KSE-100 Index Fertilizer Sector

support corporate farming initiatives. Source: PSX & AKD Research



Review
@1 Textile Sector — Positive BUD(EEeT

2027

Key Measures

O Final Minimum turnover tax reduced to 1.25% from 2% (including 1% advance tax). Textile Sector vs. KSE100 Index

U Export development surcharge of 0.25% has been abolished. 70%
60%

O Extension of the Export Finance Scheme (EFS) utilization period from 9 months to 18 50% e

months. 40% / ’\

(] LR \
O Enhanced allocation for mark-up subsidy to support SBP EFS. 30% w'W \W
Comments 20% ‘sl
10% /f“’

O Reduction in MTR would positively impact companies’ profitability. In addition, 0% A

abolishment of advance tax would ease exporters cashflows. Positive for ILP, NML, NCL, 10% N

and GATM. 0%

Q Higher allocation for EFS would enhance working capital availability at cheaper rates. NN Al adaaa s o~
E3 Y5558 858555 S
= T g v 0 zZz o - 0o S < s =

—— KSE-100 Index Textile Sector

af Pharmaceutical Sector —Positive

Key Measures

Pharma Sector vs. KSE100 Index
U Exemption of duties on APIs related to cancer.

60%
U GST exemption on contraceptives.

40%
Comments 20%
O Would support growth and profitability of oncology segment. Positive for AGP, FEROZ,
T L W N -
GLAXO.
-20%
n n n N n LN N (o} o O (o} o (o}
g g g g g agqg g g q
535553853858 355°¢
——KSE-100 Index Pharma Sector

Source: PSX & AKD Research



i L. Review
C»;-; Power — Positive BUDGET

2027

Key Measures

Power Sector vs. KSE100 Index
U Power sector subsidy set at PkR830bn for FY27 (vs. PkR893bn in FY26). Notably, tariff

100%
differential subsidy (TDS) for DISCOs and K-Electric stand at PkR248bn/163bn, while

payments towards IPPs are budgeted at nil for the year (vs. PkR200bn in SPLY). 80%
U New head under the allocation of containment of circular debt set at PkR252bn for FY27. 60%
40%
Comments 20% v
O Power sector subsidy including the budgeted containment of circular debt will keep the 0% u—//—l
buildup of power sector arrears in check, standing as positive for entire energy chain. 20%
Positive for HUBC. o th ot o 6 6 6 6 b
o4 g g g g g gy
S22 58:8588355¢
. —— KSE-100 Index Power Sector
Chemicals — Neutral

Key Measures Chemical Sector vs. KSE100 Index

U Pesticides moved towards third schedule retail-price sales taxation, shifting towards 60%

printed retail price collected upfront. 50%
40%
U New FED of PkR80/liter on petroleum solvents (naphtha, white spirit/MTT, solvent oil), 30%
raising input costs for solvent-intensive users (paints, coatings, adhesives). 20%
Comments 10%
0%
U Solvent-based names (paints/coatings) face a new input-cost headwind, while _1q09
polymer/PTA producers are largely insulated. -20%
-30%

N N n N N n wn Yo} (o} (e} Yo} (o} (o}

g g g g g g g g g g4

5233554858533 °5¢

—— KSE-100 Index Chemical Sector

Source: PSX & AKD Research



Review
@%‘Technology Sector — Positive BUDGET

2027

Key Measures
Technology Sector vs. KSE100 Index
O Extension of 0.25% final-tax regime on ITes and services up till FY29. i

60%
Comments 50%

N
O Lower taxation would support IT exports growth, encourage reinvestment, and improve 40%
profitability. Positive for SYS, NETSOL, and AVN. 30%
20%
10% ¥

{f’

0% v_f
)
-10%

wn N wn wn N n wn (o] (o) (o) o (o) (o)

A g g g g g g g g g o

§3 3555558538355
A = KSE-100 Index Technology Sector
(¥ FMCG & Miscellaneous — Neutral

Key Measures

FMCG Sector vs. KSE100 Index
O Inclusion of products in Third schedule.

60%
O Exclusion of FED on hydration and WHO complaint sport/electrolyte beverages

50%
U Acetate tow FED reduced to PkR10,000/kg from PkR44,000/kg. 40%
U Increase in duty on Aluminum lids for can manufacturers. 30%
Comments 20% Ay
tr"’

O Inclusion in third schedule would streamline the GST taxation collection and ease pressure 10%
from informal players. Positive for UPFL, NESTLE, NATF, FCEPL, FFL, and COLG.

0% ofF |
U Reduction in acetate tow would slightly ease cost for cigarette manufacturers. Marginally 10% N
= (o]

positive for PAKT and KHTC. N 1N W N N N 1 VW W W W W W
Y g g g g g g g g g
Q Costs would increase for aluminum can manufacturing. Slightly negative for PABC and 53 5 9% 8 3 8 53 & 385
- < %) = (a) - w S < S -

NESTLE. —— KSE-100 Index Food Sector

Source: PSX & AKD Research
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Disclosure Section

Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any securities or other financial instrument and is for the personal information of the recipient containing general information
only. AKD Securities Limited (hereinafter referred as AKDS) is not soliciting any action based upon it. This report is not intended to provide personal investment advice nor does it provide individually tailored investment advice. This report does not
take into account the specific investment objectives, financial situation/financial circumstances and the particular needs of any specific person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments
and implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. AKDS recommends that investors independently evaluate particular
investments and strategies and it encourages investors to seek the advice of a financial advisor.

The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives. The securities or strategies discussed in this report may not be suitable for all investors, and certain investors may not be
eligible to purchase or participate in some or all of them.

Reports prepared by AKDS research personnel are based on public information. AKDS makes every effort to use reliable, comprehensive information, but we make no representation that it is accurate or complete. Facts and views presented in this
report have not been reviewed by and may not reflect information known to professionals in other business areas of AKDS including investment banking personnel. AKDS has established information barriers between certain business groups
maintaining complete independence of this research report.

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of any securities. Neither AKDS, nor any of its affiliates or their research
analysts have any authority whatsoever to make any representation or warranty on behalf of the issuer(s). AKDS Research Policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an
issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.

We have taken all reasonable care to ensure that the information contained herein is accurate, up to date, and complies with all prevailing Pakistani legislations. However, no liability can be accepted for any errors or omissions, or for any loss resulting
from the use of the information provided as any data and research material provided ahead of an investment decision are for information purposes only. We shall not be liable for any errors in the provision of this information, or for any actions taken
in reliance thereon. We reserve the right to amend, alter, or withdraw any of the information contained in these pages at any time and without notice. No liability is accepted for such changes.

Stock Ratings

Investors should carefully read the definitions of all ratings used in each research report. In addition, research reports contain information carrying the analyst's view and investors should carefully read the entire research report and not infer its
contents from the rating ascribed by the analyst. In any case, ratings or research should not be used or relied upon as investment advice. An investor's decision to buy, sell or hold a stock should depend on individual circumstances and other
considerations. AKDS uses a three tier rating system: i) Buy, ii) Neutral and iii) Sell with total returns (capital upside + dividend yield) benchmarked against the expected one year forward floating (variable) risk free rate (10yr PIB) plus risk premium.
Valuation Methodology

To arrive at our period end target prices, AKDS uses different New R ting Definitinns

valuation techniques including:

®Discounted Cash Flow (DCF, DDM)

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

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

Buy = 15% expeded total return

Meutral > 0% to < 15% expeded total return

Sell< P4 expected totd retum

Analyst Certification of Independence

The analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and that they have not received and will not receive direct or indirect compensation in exchange for expressing
specific recommendations or views in this report.

The research analysts, strategists or research associates principally having received compensation responsible for the preparation of this AKDS research report based upon various factors including quality of research, investor client feedback, stock
picking, competitive factors and firm revenues.

Disclosure of Interest Area

AKDS and the authoring analyst do not have any interest in any companies recommended in this research report irrespective of the fact that AKD Securities Limited may have, within the last three years, served as manager or co-manager of a public
offering of securities for, or currently may make a primary market in issues of, any or all of the entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation
to the investment concerned or a related investment.

Regional Disclosures (Outside Pakistan)

The information provided in this report and the report itself is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to law or regulation or which would subject
AKDS or its affiliates to any registration or licensing requirements within such jurisdiction or country.

Furthermore, all copyrights, patents, intellectual and other property in the information contained in this report are held by AKDS. No rights of any kind are licensed or assigned or shall otherwise pass to persons accessing this information. You may
print copies of the report or information contained within herein for your own private non-commercial use only, provided that you do not change any copyright, trade mark or other proprietary notices. All other copying, reproducing, transmitting,
distributing or displaying of material in this report (by any means and in whole or in part) is prohibited.

For the United States

Compliance Notice.
This research report prepared by AKD Securities Limited is distributed in the United States to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended)

only by Decker & Co, LLC, a broker-dealer registered in the US (registered under Section 15 of Securities Exchange Act of 1934, as amended). All responsibility for the distribution of this report by Decker & L. L.
AKD Securities Limited

602, Continental Trade Centre,
AKD Securities Limited or Decker & Co, LLC is prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself before reading it Clifton Block 8. Karachi. Pakistan.

Co, LLC in the US shall be borne by Decker & Co, LLC. All resulting transactions by a US person or entity should be effected through a registered broker-dealer in the US. This report is not directed at you if

that Decker & Co, LLC and AKD Securities Limited are permitted to provide research material concerning investment to you under relevant applicable legislations and regulations. research@akdsl.com
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