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Budget Preview FY23: A scramble to gather resources 

 

 The Federal Budget FY23, scheduled to be announced on 10th June comes at a time when the country’s economy is once 

again overheated on consumption and inflation, and is in the midst of getting IMF’s 7th review to a Staff-Level agreement. 

 The key challenge appears to be the need to tighten the fiscal situation, where recent interviews of officials and other media 

prints suggest that in addition to containing expense and subsidies, higher revenue collection will be a key theme. 

 Various tax measures are under consideration, include ‘Windfall levy’ on corporates earning extraordinary profits and a time-

bound additional tax on some sectors, which is in addition to withdrawals of some tax incentives offered to various sectors. 

 The current valuations of Pakistan market at sub 5x PE may however invite bottom-fishing post clarity emerging in the 

budget announcements. We highlight, that in addition to sector wise impact of the measures some of the macro targets to 

look out for would be the PDL collection, subsidies and sales tax, as that will determine trajectory of inflation for FY23. 

 

 

Consolidation during growth 

The Federal Budget FY23, scheduled to be announced on 10th of June comes at 

a time when the country’s economy is once again overheated on consumption 

and inflation, and is in the midst of getting IMF’s 7th review to a Staff-Level 

agreement. The Budget FY23 tabulation is broadly expected to be in-line with 

IMF’s guidance, paving way for the final nod of the Fund to complete the 7th 

review of the ongoing EFF program, followed by other sizable external flows in 

the coming months. 

With ongoing macro headwinds, government faces the tough challenge of 

undertaking requisite reforms while trying to contain impact of the same on 

growth. The government targets GDP growth for FY23 at 5%, off an already 

higher growth base of at least 6% (JS Research estimates) for FY22. On the 

other hand, fiscal deficit is expected to be trimmed to 5% of GDP, as compared to 

c. 9% for FY22E. 

Taking the path of higher tax collection 

For FY23, the key challenge appears to be the need to tighten the fiscal situation, 

where recent interviews of officials and other media prints suggest that in addition 

to containing expense and subsidies, higher revenue collection will be a key 

theme. The total revenue collection target is up 19% YoY to Rs7.2trn, where out 

of the absolute jump of Rs1trn YoY the government aims to introduce new tax 

measures collecting additional tax of around Rs400bn in FY23. 

Various tax measures under consideration include (1) ‘Windfall levy’ on 

corporates earning extraordinary profits, (2) a time-bound additional tax on banks, 

steel, edible oil,  tobacco, pharma and beverages, (3) changes in tax slabs and 

rates pertaining to salaried persons and (4) higher import duties on edible oil and 

luxury items. This is in addition to withdrawals of some tax incentives offered to 

various sectors. 

 

 
JS Research 

research@js.com 

+9221 111-574-111 
 

 
 

 
Source: Budget Documents, News flows,  
JS Research 
 

 
Source: News flows, JS Research 



Budget Preview FY23: A scramble to gather resources 
08 June 2022  
 

 

 

 

2 

Albeit, other populist measures such as support to the agriculture and export 

sectors, jump in PSDP from Rs600bn in FY22 to a target of Rs800bn for FY23, 

supportive measures for female entrepreneurs etc. are likely to balance the 

prospective austerity measures. For the export sectors, it is reported that the 

government may restore sales tax-free raw material (registered). 

Sector Expected measures Our take 

Banks 
Higher Super tax, increase 

in other taxes 
Even with a trim in earnings by 20%-30%, the sector multiples remain attractive at current levels 

E&Ps Reforms on Circular Debt 
Any structure layout on improving cashflows would be a Positive for dividend payment capacities of 

respective companies 

OMCs 
Change in PDL and 

subsidies 

Higher POL prices for FY23 likely to dampen volume trajectory, however removal of Price Differential Claim 

to support working capital 

Cement Increase in PSDP, higher 

FED 

We expect PSDP allocation to remain limited in FY23 as well over fiscal consolidation. Moreover, any 

increase in taxes may partially be passed on only, given the current dismal demand, bearing a negative 

impact on sector's margins 

Steel 
Increase in PSDP, 

included in Windfall levy 

Given expectations of lower PSDP allocation and slower construction activities, Steel demand may remain 

subdued. Hence, any increase in taxes may be difficult to be passed on to consumers 

Power Reforms on Circular Debt Any amount set aside to pay sector's piling overdues would be a Positive 

Autos 
Further increase in taxes 

for 2000cc+ vehicles 

Although customers in this segment bear a higher tolerance to rise in prices, the measure is expected to 

negatively impact demand for INDU, Hyundai and KIA 

Textile Facilitation for exporters Reduction in input taxes to be a Positive for Textile Exporters 

Fertilizer Higher gas prices 
Key factor would be the ability to pass on the impact of higher gas prices given government's recent 

pushback on Urea prices 

Food 
Increase in taxes of Edible 

Oil 

Higher taxes are likely to be passed on to end consumer, however the higher product prices may bear a 

negative impact on sector demand 

Source: News flows, JS Research 
 

Outlook 

The current valuations of Pakistan market at sub 5x PE may however invite 

bottom-fishing post clarity emerging on some fronts in the budget announcement. 

Equity market performance trend around the Federal Budget announcement 

reflects likely opportunity for market participants in the coming weeks to 

accumulate positions.  

 

Budget

1 month 2 week 1 week Announced 1 week 2 week 1 month

-4% -3% FY22-23 *

7% 3% 0% FY21-22 0% -1% -2%

5% 4% 3% FY20-21 -5% -4% 3%

2% 4% -1% FY19-20 0% -1% -2%

1% -1% 1% FY18-19 -2% -4% -8%

0% -4% -8% FY17-18 2% -3% -8%

Source: JS Research;  *performance till 7th June, 2022

Pre-Budget Performance Post-Budget Performance
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We reiterate our Overweight stance on the Banking sector as we have previously 

discussed the sector’s multiples trading at attractive levels even with a 30% cut in 

projected earnings by budgetary measures in our note ‘Banks: Quantifying the 

fear of budget measures’ dated 30 May, 2022.  

Our liking for E&Ps and fertilizer is also intact where combination of growth 

stories with dividend yields are on offer. Event-based themes in the E&P and 

OMC sectors, related to resolution of circular debt, should also be kept on radar. 

We highlight, that in addition to sector wise impact of the measures some of the 

macro targets to look out for would be the PDL collection, subsidies and sales 

tax, as that will determine trajectory of inflation for FY23. 

   

http://jsgcl.com/misc/Banks_30MAY22.pdf
http://jsgcl.com/misc/Banks_30MAY22.pdf
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financial reporting period of the company. 

‘Buy’:  Stock will outperform the average total return of stocks in our universe 

‘Hold’:  Stock will perform in line with the average total return of stocks in our universe 

‘Sell’:  Stock will underperform the average total return of stocks in our universe 

Target price risk  

Company may not achieve its target price for various reasons including company specific risks, competition risks, sector related risks, change in laws, 

rules and regulations pertaining to the business of the Company as well as a change in any governmental policy. The results of operations may also 

be materially affected by global and country-specific economic conditions, including but not limited to commodity prices, prices of similar products 

internationally and locally, changes in the overall market dynamics, liquidity and financial position of the Company and change in macro-economic 

indicators. The company is exposed to market risks, such as changes in interest rates, foreign exchange rates and input prices. From time to time, 

the company may enter into transactions, including transactions in derivative instruments, to manage certain of these exposures. 

Research Dissemination Policy 

JS Global Capital Limited endeavours to make all reasonable efforts to disseminate research to all clients (without any preference, prejudice or 

biasness) in a timely manner through either physical or electronic distribution such as mail, fax and/or email. 

Disclosure Pertaining To Shareholding/Conflict of Interest 
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views expressed herein, and the Subject Company is not associated with the Research Analyst in any way whatsoever. 
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could be a cause of conflict of interest in issuing this report. 

Disclaimer of Liability 

No guaranty, representation or warranty, expressed or implied, is made as to the accuracy, completeness, reasonableness, correctness, usability, 

suitability or purposefulness of the information contained in this report or of the sources used to compile the information contained in this report. 

All information as given in this report may or may not prove to be correct, and is subject to change without notice due to market forces and/or other 

factors not in the knowledge of or beyond the control of JS Global or the Research Analyst(s), and neither JS Global nor any of its analysts, traders, 

employees, executives, directors, sponsors, officers or advisors accept any responsibility for updating this report and therefore, it should not be 

assumed that the information contained herein is necessarily complete, accurate, reliable or up-to-date at any given time. 

The client is solely responsible for making his/her own independent investigation, appraisal, usability, suitability or purposefulness of the information 

contained in this report. In particular, the report takes no account of the investment objectives, financial situation and particular needs of investors 

who should seek further professional advice or rely upon their own judgment and acumen before making any investment. This report should also not 

be considered as a reflection on the concerned company’s management and its performances or ability, or appreciation or criticism, as to the affairs 
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Consequently, JS Global and its officers, directors, sponsors, employees, executives, consultants, advisors and analysts accept no responsibility or 

liability towards the Client, and assume no obligation to do (or not to do) anything with respect to the information contained in this report. Research 

Analyst(s) and JS Global shall also not be liable in any way and under any circumstances whatsoever for any loss, penalty, expense, charge or claim 

that may be suffered/incurred by the client as a result of receiving, using, or having complied and distributing this report. 

Warning: This report may not be reproduced, distributed or published by any person for any purpose whatsoever. Action will be taken for 
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