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Economic Reform Package

The much anticipated finance bill amendments for the ongoing year 2018-19 dubbed
“Economic Reform Package” was presented to parliament today by finance minister Asad
Umar. The finance minister started his discourse by evaluating outgoing government fiscal
management performance citing total budget deficit for FY18 at 6.6% of the GDP or PKR
~2.3trn compared to previous government understated fiscal deficit of PKR ~1.9trn.
Nevertheless, the budgetary measures taken today echo government’s continuing effort to
benefit the underprivileged segment of the country.

More on tax relief

In short we see budget to have a positive impact on the market. However, it does lack
concrete steps to address country’s ailing tax revenues. Sector — wise Banks, Textiles and
Autos to respond positively to new changes in bill, while for fertiliser issue related to
reduction in GIDC will be resolved in the cabinet meeting.

Sector Budgetary Measures Comments Impact Key Beneficiaries
General Industries Regulatory Duty on raw materials for various Impact varies industry wise
and manufacturers | imported goods reduced/abolished P Y
. . - Tax on dividend derived from inter-corporate holdings is now abolished, this will -
Tax relief on inter-corporate dividend restored . . Positive
impact Group companies.
Tax on undistributed profits abolished (eff. July- Punitive tax penalty of 5% on undistributed profits (tax ordinance 5A) has now been .
) S Positive
2019 onwards) abolished, which is improve overall cash management for corporates.
Super-tax on non-banking companies abolished This will have major bottom-line relief on companies having excess of PKR 500mn net Positive
after 2019 income.
Annual 1% decline in cornorate tax rate Continuation... Corporate tax rate for companies will be reduced by 1% each year
P from current 29% to 25% by 2023. However, for banks there is no change in
unchanged
corporate tax.
Government to issue Promissory Notes' To improve exporters liquidity and resolve sales tax refund, government will issue Positive Textiles
y 'Promissory Notes', mainly to resolve textile sector outstanding sales tax refunds.
Stock Market WHT of 0.02% on sale/purchase of shares Expected to improve market volumes Positive
Capital losses for year 2019, can now be carried -
Positive
forward for the next 3years
Automobile Non-filers can now buy vehicles with engine Overall, this measure will provide some relief as against the previous measure where
Assemblers capacity of 1,300cc and below, however tax rate non-filers were completely barred from purchasing cars. Auto assemblers having a INDU / PSMC
has been increased higher contribution driven from small variant size engine, will benefit the most.
Higher tax rates for imported vehicles having This will shift demand to local auto assemblers, producing cars over and above .
engine capacity 1,800cc and above 1800cc Positive INDU/HCAR
This initiative by govt. is to extend credit facilities in SME, Agri and Housing Sector,
20% cororate tax rate for banking sector on such as that of Microfinancing banks. However, we view commercial banks are
Commercial Banks | income penerated from additionalgloans to SME unlikely to grab on this opportunity in full flavour, primarily due to high infection ratio Positive NBP, HBL, ABL, UBL /
ME genere . ' held by SME historically and secondly due to impact on CAR, with few banks having BOP, BAFL, FABL
Agri and Low-income Housing Schemes A ; ) N b
the right capital to extend such credit loans. Nevertheless, this is a positive
development.
XY]ET on banking transaction abolished for Filers We do not expect a major implication of this on banking transaction growth
Super-tax No relief on super-tax
PKR 5bn interest free revolving loan 'Qarz-e-
hasna' for companies providing low-income We do not expect a major impact of this on commercial banks
housing scheme
o GIDC will be reduced and PKR 200/bag reduction | - e ijon 14 rediuce GIDG will be offset by decline in urea prices by PKR 200/bag. Neutral - ”
Fertiliser in Urea prices (Issue to be disclosed tomorrow . ) S . - FFBL - Positive
A . Company-wise, EFERT, FATIMA and FFC stand a loss, while FFBL is likely to gain Negative
after consultations with stakeholders)
Other tax measures
Special Economic SEZ plants and machineries exempted from all Positi
ositive
Zones taxes
Greenfield Syears income tax holiday and
Greenfield Projects | withdrawal of custom duty on all machineries Positive
imported
Renewable Power All taxes abolished on production of renewable .
: > ] Positive
generation power generation machinery for the next Syears
Non-filers can now buy property valued PKR .
Property 5.0million and below Positive
Itr(?rﬂ(:;ig WHT on traders/commercial importers changed Positive
o i
Importers from 6% minimum tax rate to FTR
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Pakistan Customs Tariff

PCT code  Description Previous Revised Conditions
9925  Pharmaceuticals instruments added to the First Schedule 0% 0% 0%  Instruments added
3901  Polymers of ethylene, in primary forms 5% 3% 2% Reduced
4801  Newsprint in rolls or sheets 5% 0% -5%  Removed

Footwear Sector
3506.9110  Shoe adhesives 16% 16% 0%  Unchanged
3926.906  Shoe lasts 20% 16% -4%  Reduced
8453.2  Machinery for making and repairing footwear 3% 0% -3%  Removed
84779  Parts 3% 0% -3%  Removed
8480.71  Injection or compression types 3% 0% -3% Removed
Tanners
2915.11  Formic acid 20% 16% -4% Reduced
3204.13  Basic dyes and preparation 3% 3% 0%  Maintained
3809.92  tanners used in paper industries 16% 11% 5%  Reduced
3906.902  acrylic binders 16% 20% 4%  Increased
3909.5  Polyurethanes 3% 0% -3%  Removed
Home appliances sector
2902.191  CycloPentane 3% 0% -3%  Removed
2903.393  Tetrafluoroethane 3% 0% -3%  Removed
3903.3  Acrylonitrile butadiene styrene (ABS) co-polymers 3% 0% -3%  Removed
3907.2  other poly-ethers 3% 0% -3%  Removed
3919.101 insulation tape double sided 11% 0% -11%  Removed
7607.191  Adhesive tape 3% 0% -3%  Removed
8418.991  Evaporators 3% 0% -3% Removed
8501.1  Motors of an output exceeding 37 5 W 3% 0% -3%  Removed
9032.101  Refrigerators, deep freezers and air conditioners 3% 0% -3%  Removed
Infant Formula
1901.909  Others 20% 5% -15%  Imports By Manufacturers Of Infant Formula Milk
Chemical manufacturing
290241  o-Xylene 3% 0% -3%  Removed
2905.16  Octanol (octyl alcohol) and isomers thereof 3% 0% -3% Removed
3812.39  Other 3% 3% 0%  Unchanged
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Important Disclaimer and Disclosures

Research Analyst(s) Certification: The Research Analyst(s) hereby certify that the views about the company/companies and the
security/securities discussed in this report accurately reflect his or her or their personal views and that he/she has not received and will
not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report. The analyst(s)
is principally responsible for the preparation of this research report and that he/she or his/her close family/relative does not own 1% or
more of a class of common equity securities of the following company/companies covered in this report.

Disclaimer: The information and opinions contained herein are prepared by IGI Finex Securities Limited and is for information purposes
only. Whilst every effort has been made to ensure that all the information (including any recommendations or opinions expressed)
contained in this document (the information) is not misleading or unreliable, IGI Finex Securities Limited makes no representation as to
the accuracy or completeness of the information. Neither, |Gl Finex Securities Limited nor any director, officer or employee of I1GI Finex
Securities Limited shall in any manner be liable or responsible for any loss that may be occasioned as consequence of a party relying on
the information. This document takes no account of the investment objectives, financial situation and particular needs of investors, who
shall seek further professional advice before making any investment decision. This document and the information may not be
reproduced, distributed or published by any recipient for any purpose. This report is not directed or intended for distribution to, or use
by any person or entity not a client of IGI Finex Securities Limited, else directed for distribution.

Rating system: IGI Finex Securities employs three tier ratings system, depending upon expected total return (return is defined as capital
gain exclusive of tax) of the security in stated time period, as follows:

Recommendation Rating System
Buy If target price on aforementioned security(ies) is more than 10%, from its last closing price(s)
Hold If target price on aforementioned security(ies) is in between -10% and 10%, from its last closing price(s)
Sell If target price on aforementioned security(ies) is less than -10%, from its last closing price(s)

Risk: Investment in securities are subject to economic risk, market risk, interest rate risks, currency risks, and credit risks, political and
geopolitical risks. The performance of company (ies) covered herein might unfavorably be affected by multiple factors including,
business, economic, and political conditions. Hence, there is no assurance or guarantee that estimates, recommendation, opinion, etc.
given about the security (ies)/company (ies) in the report will be achieved.

Basic Definitions and Terminologies used: Target Price: A price target is the projected price level of a financial security stated by an
investment analyst or advisor. It represents a security's price that, if achieved, results in a trader recognizing the best possible outcome
for his investment, Last Closing: Latest closing price, Market Cap.: Market capitalization is calculated by multiplying a company's shares
outstanding by current trading price. EPS: Earnings per Share. DPS: Dividend per Share. ROE: Return on equity is the amount of net
income returned as a percentage of shareholders’ equity. P/E: Price to Earnings ratio of a company's share price to its per-share earnings.
P/B: Price to Book ratio used to compare a stock's market value to its book value. DY: The dividend yield is dividend per share, divided
by the price per share. CY/FY: Calendar/Fiscal/Financial Year. YoY/ QoQ/ MoM: Year-on-Year, Quarter-on-Quarter, Month-on-Month.
Th /Mn /Bn /Tr: Thousands/Million/Billion/Trillion.
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