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Pakistan Federal Fiscal Operations

1HFY25: Pakistan posts a budget deficit of 1.2% of GDP

A IL\IIRIF HABIB

M I T E D

Reflecting ongoing fiscal consolidation efforts, during 1HFY25 the economy posted a
higher primary surplus of PKR 3.6trn, equivalent to 2.9% of GDP. In 2QFY25 alone,
the surplus amounted to PKR 401bn (0.32% of GDP). Moreover, the fiscal deficit
narrowed significantly, declining by 36% YoY to PKR 1.5trn (1.2% of GDP) from 2.3%
in the SPLY. This improvement was driven by strong revenue growth in both tax and
non-tax revenues, which outpaced the growth in overall expenditure.

Total revenue clocked-in at PKR 9.2trn (7.4% of GDP), up 43% YOQY. This represents
a significant improvement from PKR 6.5trn recorded in 1HFY24. Specifically, tax
revenue experienced a YoY increase of 26%, reaching PKR 11.3trn. Total revenue
collected by the FBR marked a 26% YoY growth, reaching PKR 5.6trn during 1HFY25.
Indirect taxes exhibited a 23% YoY growth, amounting to a total of PKR 2.8trn in
1HFY25. This growth was mainly driven by increases in sales tax, customs duty, and
federal excise duty, which recorded YoY increments of 25%, 11%, and 31%,
respectively. These increments resulted in a cumulative collection of PKR 1.9trn for
sales tax, PKR 599bn for customs duty, and PKR 347bn for FED. On the other hand,
direct taxes witnessed a YoY growth of 29%, totaling PKR 2.8trn.

Non-tax revenues witnessed a remarkable 82% YoY growth, reaching a total of PKR
3.6trn. This remarkable growth was primarily fueled by a substantial profit of PKR

2.5trn from the SBP. Furthermore, Petroleum Levy collections also experienced a 16%
YoY rise, reaching PKR 549bn.

Furthermore, total expenditure rose by 22% YoY to PKR 8.2trn (6.6% of GDP). The
current expenditure experienced a 17% YoY increase to PKR 7.7trn while
government spending on development and net lending increased by 2% YoY to
PKR 261bn. To note, markup payments experienced a growth of 22% YoY, totaling
PKR 5.1trn.

During 1HFY25, the overall PSDP reached PKR 164bn, reflecting a 8% YoY increase.

At the provincial level, PSDP amounted to PKR 32bn, marking a 47% jump on YoY
basis.

Exhibit: Historical Fiscal Balance
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Pakistan Fiscal Operations Exhibit: Revenue vs Expenditure

PKR bn 1HFY25 1HFY24 YoY 2QFY25 2QFY24 YoY 1QFY25 QoQ

(PKR bn) Total Revenue Total Expenditure
Gross Revenue Receipts 9,227 6,448 43% 3,642 3,954 -8% 5,585 -35% = = = - Fiscal Balance (RHS)
FBR Taxes 5,625 4,469 26% 3,062 2,428 26% 2,563 19% 6.000
Direct Taxes 2,782 2,149 29% 1,551 1,214 28% 1,230 26% ' ~o
Indirect Taxes 2,843 2,320 23% 1,511 1,214 24% 1,333 13% 4,000 e - _ (500)
Customs Duties 599 541 11% 322 288 12% 277 16% - RS — =
2,000 s (1,000)
Sales Tax 1,898 1,515 25% 993 788 26% 905 10% \
Federal Excise 347 265 31% 196 137 43% 151 29% - \ (1,500)
Non-Tax Revenue 3,602 1,979 82% 580 1,526 -62% 3,022 -81% \‘
. . (2,000) (2,000)
Less: Provincial Share 3,339 2,435 37% 1,774 1,347 32% 1,565 13% \
Net Revenue Receipts 5,888 4,013 47% 1,868 2,607 -28% 4,019 -54% (4,000) \ (2,500)
Total Expenditure 8,201 6,710 22% 5,718 4,272 34% 2,483 130% \\
Current Expenditure 7702 6584  17% 5330 4320  23% 2373  125% (6,000) \ (3,000)
- \
Mark-up Payments 5,142 4,220 22% 3,835 2,840 35% 1,306 194% (8,000) (3,500)
Defence 890 758 18% 480 415 16% 410 17%
Grants 644 524 23% 374 320 17% 271 38% (10,000) (4,000)
idi % 217 373 42% 20 978% S‘ ’:‘ ?—O' 9‘ 8 &. ﬁ m § UN)
Subedles 237 375 -37% -42% (] E E E E E E E E E E
Pension 450 404 11% 227 201 13% 223 2% o o o o o o o o o o
Running of Civil Govt and Others 339 302 12% 196 171 15% 142 38% N N NN NN NN NN
Development exp and net lending 261 255 2% 183 172 6% 78 135% Source (s): MoF, AHL Research
Total Development Exp 165 152 8% 127 100 28% 37 240%
Federal PSDP 165 152 8% 127 100 28% 37 240%
Other Development Exp 96 103 -7% 56 72 -23% 40 38%
Net lending -28 -12 136% -27 -8 238% -2 1527%
Federal Budget Balance -2,313 -2,697 -14% -3,850 -1,666 131% 1,536 nm
Provincial Surplus 775 289 168% 416 238 75% 360 16%
Overall Budget Balance -1,538 -2,408 -36% -3,434 -1,428 141% 1,896 nm
Primary Balance 3,604 1,812 99% 401 1,413 -72% 3,202 -87%

Source (s): MoF, AHL Research
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Analyst Certification and Disclaimer

Analyst Certification: The research analyst(s) is (are) principally responsible for preparation of this report. The views expressed in this research report accurately reflect the personal views of the
analyst(s) about the subject security (ies) or sector (or economy), and no part of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific
recommendations and views expressed by research analyst(s) in this report. In addition, we currently do not have any interest (financial or otherwise) in the subject security (ies). Furthermore,
compensation of the Analyst(s) is not determined nor based on any other service(s) that AHL is offering. Analyst(s) are not subject to the supervision or control of any employee of AHL’s non-research
departments, and no personal engaged in providing non-research services have any influence or control over the compensatory evaluation of the Analyst(s).

Equity Research Ratings
Arif Habib Limited (AHL) uses three rating categories, depending upon return form current market price, with Target period as Dec 2025 for Target Price. In addition, return excludes all type of taxes. For
more details, kindly refer the following table;

Rating Description

BUY Upside* of subject security(ies) is more than +15% from last closing of market price(s)
HOLD Upside* of subject security(ies) is between 0% and +15% from last closing of market price(s)
SELL Upside* of subject security(ies) is less than 0% from last closing of market price(s)

Equity Valuation Methodology

AHL Research uses the following valuation technique(s) to arrive at the period end target prices;
Ll Discounted Cash Flow (DCF)

] Dividend Discount Model (DDM)

Ll Sum of the Parts (SoTP)

] Justified Price to Book (JPTB)

Ll Reserved Base Valuation (RBV)

Risks: The following risks may potentially impact our valuations of subject security (ies);
= Market risk

= Interest Rate Risk

= Exchange Rate (Currency) Risk

Disclaimer: This document has been prepared by Research analysts at Arif Habib Limited (AHL). This document does not constitute an offer or solicitation for the purchase or sale of any security. This
publication is intended only for distribution to the clients of the Company who are assumed to be reasonably sophisticated investors that understand the risks involved in investing in equity securities.
The information contained herein is based upon publicly available data and sources believed to be reliable. While every care was taken to ensure accuracy and objectivity, AHL does not represent that it
is accurate or complete and it should not be relied on as such. In particular, the report takes no account of the investment objectives, financial situation and particular needs of investors. The information
given in this document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This information is subject to change without any
prior notice. AHL reserves the right to make modifications and alterations to this statement as may be required from time to time. However, AHL is under no obligation to update or keep the information
current. AHL is committed to providing independent and transparent recommendation to its client and would be happy to provide any information in response to specific client queries. Past performance
is not necessarily a guide to future performance. This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for any investment decision. The user
assumes the entire risk of any use made of this information. Each recipient of this document should make such investigation as it deems necessary to arrive at an independent evaluation of an
investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult his or her own advisors to determine the merits and risks of such
investment. AHL or any of its affiliates shall not be in any way responsible for any loss or damage that may be arise to any person from any inadvertent error in the information contained in this report.



