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Budget 2012-13 

Federal Minister for Finance, Dr. Abdul Hafeez Shaikh delivered the speech to present the budget with a 

total outlay of Rs2.96 trillion with a fiscal deficit of 4.7 (Rs1.105 trillion) percent during a special National 

Assembly session convened for the purpose. The Minister had to cut short his speech due to the noisy ruckus 

raised by the members of the opposition who also exchanged blows with members of treasury benches. The 

rate of inflation is expected to remain in the range of 11-12 percent in FY 2012-13 while the GDP rate has 

been fixed at 4.2 percent. Total revenue collection has been projected at Rs2.504 trillion. The target for tax 

revenue collection has been set at Rs2.381 trillion and non-tax revenue at Rs730 billion. Defense allocation 

for the next fiscal year has been fixed at Rs545 billion while Rs70 billion will be spent on Benazir Income 

Support Programme. Debt servicing will eat away Rs926 billion. In the end, Minister announced an austerity 

measure under which the Prime Minister will move to a modest-sized residence while the existing PM house 

will be converted into an Institute for Advanced Studies. While focusing on all economic targets and 

numbers, Hafeez stated budget deficit which stands at PKR 1.18trn or 5% of GDP.  

Other countries having similar deficits: 

Country deficit, % of GDP 

United Kingdom -13.3 

Ireland -12.2 
United States -10.7 

Iceland -10.1 
Greece -9.8 
France -8.6 
Spain -8.5 
Japan -8.2 
Poland -7.8 
Portugal -7.6 
Austria -5.5 
Italy -5.4 
Denmark -5.4 
Germany -5.3 
Canada -5.2 
Pakistan -4.7 
Luxembourg -4.3 
Hungary -4.1 
Australia -3.5 
New Zealand -3.3 

Source:OECD



Table below illustrates major economic targets: 

Budget Highlights 

Budget Highlights- Economic Targets 

Total Budget outlay PKR2,960bn 

Tax collection target PKR2,381bn 

Federal PSDP outlay PKR360bn 

Fiscal deficit PKR1,185bn 

Exports target USD25bn 

Total revenue PKR3,234bn 

tax collection PKR2,381bn 

20% increase in govt. salaries and pensions  

 

Capital Markets/Sectors 

  To promote the stagnating capital market in the country, the changes made through the Finance 

(Amendment) Ordinance, 2012 are being incorporated into the statute through the Finance Bill 2012. 

This will provide guarantee to the capital market that the Government is committed to its 

sustainability and growth.  

  Investment eligible for tax credit being enhanced from 15% to 20% of the taxable income. Existing 
limit of PKR500, 000 is increased to PKR1, 000,000. Retention period of securities is reduced to 1 
year from previously 3 years.  

  NCCPL to deduct tax on Margin Financing instead of Stock Exchanges.  

  Minimum tax was levied @ 1% on gross turnover through Finance Act 2010.  The rate of minimum 

tax is proposed to be reduced to 0.5% from 1% on gross turnover. 

  Dividend income on bank’s investment in capital markets and income funds to be taxed at 25% in 

FY13 and 35% from FY14 and onwards.   

  Reduction in Federal Excise Duty on cement from Rs. 500/ PMT to Rs. 400/ PMT (Positive for all 

cement) 

  Customs duty on scrap of rubber / shredded tyres has been reduced from 20% to 10% to encourage 

its use as a substitute fuel for the cement industry (Positive for cement companies) 

  Customs duty on 88 pharmaceutical raw materials and other input goods has been further reduced 

from 10% to 5%. (positive for Pharmaceutical companies) 

  Single rate of GST i.e 16% will be implemented impacting telecom, chemicals and other sectors and 

thus attracting higher sales tax collection. 

  FED on lubes would be abolished  which will bode positive for local lube manufactures (NRL major 

beneficiary) 

  Sales tax rate on electricity consumption in steel sector is being increased from PKR6/kwh to 

PKR8/kwh (Negative for Steel Sector) 

 

 

 

 



 
 

  The business community is demanding since long for exemption of withholding tax on profits paid 

on intra group debt. It is proposed that profit on intra-group debt be exempted from withholding 

tax. However, the income from profit on debt will remain taxable (Neutral impact- WHT was always 

claimed back) 

  FED on skin care products abolished (Positive for Ulever and other FMCGs) 

  Corporate tax rate has been maintained at 35%, proposal of increase in tax rate on investments in T-

Bills has also not materialized. 

  Fertilizer gas cess increased by PKR 103/mmbtu (Negative for all fertilizer plants except ENVEN 

and Fatima) 

  35% Custom duty on imported CKD units has proposed to be slashed to 30% in Budget FY13 

(Negative for Autos). 

Mutual Funds 

  It has been observed that the banks invest in capital market and in return dividend received by the 

banks is taxed @ 10%. In order to eliminate the tax arbitrage it is proposed that dividend received by 

banks from money market funds and income funds are to be taxed progressively over a period of 

two years. For tax year 2013 @ 25% and for tax year 2014 and onwards @ 35%. (Negative for 

AMCs) 

  To encourage a competitive market for retirement schemes, it is proposed  that accumulated balance 

of provident fund transferred to approved pension fund should be separately marked by the Pension 

Fund Manager and any withdrawal representing this marked balance should be exempt from tax and 

be treated as if that is withdrawn from provident fund and hence tax free. 

  To promote investment in securities and insurance sectors, the limit of investment eligible for tax 

credit is being enhanced from 15% to 20% of the taxable income. The existing limit of investment of 

Rs. 500,000 in securities or insurance premium is also being increased to Rs. 1,000,000/- . The 

retention period of securities is also being reduced from three to one year (Positive for AMC’s) 

Other Relief Measures: 

  The maximum general tariff slab has been reduced from 35% to 30%. This will reduce the number 

of duty slabs from 8 to 7. This measure will help reduce prices of numerous food items, auto 

assemblers, cosmetics and arms and ammunition sector. 

  Customs duty on raw materials and components for printing and stationery sector has been reduced. 

Customs duty on self-copy papers and self-adhesive papers has been reduced from 25% and 20% to 

10%. 

   In order to encourage import of hybrid electric vehicles (HEVs) at affordable prices the rate of duty 

and taxes presently applicable to HEVs and their batteries are being reduced by 25%. 

  To provide relief to low income earners, basic exemption limit is now being raised for salaried and 

business individuals to Rs.400, 000. The existing rate slabs are proposed to be reduced from 17 to 5.  

These concessionary measures will exempt 64,420 taxpayers besides reducing the effective tax rates 

and providing relief to the entire salaried and business communities. 

   Advance tax @ 0.2 % is withheld on cash withdrawal from banks where such withdrawal exceeds 

Rs. 25,000 in a day. To facilitate the taxpayers it is proposed that the said limit of cash withdrawal is 

to be enhanced to Rs. 50,000 per day 



Disclaimer: The information provided in this section are views of Faysal Asset Management Limited only and do not constitute a recommendation, solicitation or offer by Faysal 

Asset Management Limited or its affiliates to buy or sell any investment schemes, securities or other financial instruments or provide any investment advice or service. The 
information contained in this website has been prepared for investor education purposes only and may not pertain to any particular user’s investment requirements or financial 
situation. Prior to the execution of any transaction involving information received from this website, investment advisor, attorney and tax and accounting advisors should be 
consulted with respect to the price, suitability, value, risk or other aspects of any stock, mutual fund, security or other investment 
 

  To recognize and incentivize compliant taxpayers, it is proposed to introduce a Taxpayer Honour 

Card scheme for all taxpayers who have filed tax returns and  paid due taxes for the last 5 fiscal years. 

The holders of the card will be entitled to various privileges and benefits. 

  20% increase in govt. salaries and pensions  

  The Government is consistently pursuing the policy of phasing out the Presumptive Tax Regime 

(PTR) in three years. In order to incentivize the taxpayers opting out of PTR a lower rate of tax is 

being offered to commercial importers, exporters and suppliers if they opt out of the PTR. 

  Simplification of collection procedure of FED on air travel from Pakistan by excluding the charge of 

FED on air travel to Pakistan. 

  Shifting of cotton seed oil from exemption to zero-rating regime 

 

 

 

 

 

 

 


