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Finance bill – some more clarity for 

stock investors…. 

As per newspaper reports, some clarification has come from government  on 
issue of capital gains tax and imposition of uniform slab rate of 15% on 
securities at the passage of finance bill in National Assembly. Now as per 
newspapers, new slab will not apply on securities purchased before July 1, 
2016. This may be bit better news for equity investors and capital market 
stability and also fair treatment for certain long term portfolio holders. 
 
Also, tax rate decreased from 12.5% to 10% for dividend 
income up to Rs. 2.5mn from mutual fund investment, which we feel is a good 
news for small investors. Likewise, tax on 
services of PSX and PMEX is reduced from 8% to 2% and tax on listed 
derivatives decreased form 15% to 5% up to 3 years. 
 
For listed companies’ who’s payout is less than 40%, then tax on surplus 
reserves could reduce from 10 % to 7.5%. However, we expect many 
companies already paying better payout during last few years that are having 
piled up reserves. Few cement companies may have to increase payouts in 
order to ward off incidence of tax on surplus reserves. 
 
Also there is some reprieve for fertilizer players as sales tax on feedstock gas 
decreased from 17% to 10% as main players could be beneficiary. Also 
feedstock driven from LNG could get reprieve from 17% to 5% under the head 
of sales tax. This may have a positive impact on certain fertilizer plants.  
 
Finance bill has also envisaged decreasing sales 
return from 2% to 1% on supplies of five export-oriented 
sectors. Finance minister said that the exporters were given 
subsidy under Prime Minister’s Export Package for the first six months 
as per volume of their export, Rs. 15.5 billion already been allocated 
in this regard. Some of them have already been paid subsidies while 
remaining will be given in next financial year. 
 
Finance minister also informed that the agriculture loan for small farmers is 
being increased from Rs 50,000 to Rs 75,000 for one crop with the 
total volume of the two crops could be Rs. 150,000 which may have 
ramification on certain banks such as National Bank (NBP). 
 
In order to promote Islamic banking tax has been exempted if investment 
reaches up to 2million as this may benefit listed entities such as MEBL. 
 
Some populist measures included increasing minimum wage Rs 15,000 to 
Rs15,400. However, this may have miniscule impact on companies bottom line 
especially in textile sector. 
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‘Research Analyst’ Certification: ‘Research Analyst’ involves in this ‘Research Report’ certifies that: 

- ‘Research Analyst’ or any of his close relatives do not have a financial interest in the securities 

of the ‘Subject Company’ aggregating more than 1% of the value of the ‘Subject Company’ 

 

-Research Analyst or his close relative has neither served as a director/officer in the past 3 years 

nor received any compensation from the Subject Company in the previous 12 months 

 

- His compensation will not be related to the recommendations or views given in Research 

Report 

 

Distribution of ‘Research Report’ 

Standard Capital Securities (Pvt.) Ltd. will distribute Research Report to clients in a timely manner 

through electronic distribution vide email or through physical distribution such as courier 

express. Standard Capital will make all efforts; even so it is possible that not all clients may 

receive Research Report at the same time given technical glitches or breakdown/slowdown of 

internet during the process of sending emails.  

 

‘Research Entity’ Disclosures 

-Standard Capital Securities (Pvt.) Ltd. or any of its officers and directors does not have a 

significant financial interest (above 1% of the value of the securities) of the subject company.  

-Standard Capital Securities (Pvt.) Ltd. employee including directors, officers or associates has not 

served the subject company in preceding 36 months. 

-Subject Company is not been a client for Standard Capital Securities (Pvt.) Ltd. during the 

publication of Research Report  

-Standard Capital Securities (Pvt.) Ltd. has not managed public offering, take over or buyback of 

securities for the Subject Company in the past 12 months neither receives any compensation 

from the subject company for corporate advisory or underwriting services in the past 12 months. 

-Standard Capital Securities (Pvt.) Ltd. hasn’t  recently underwritten/or not in the process of 

underwriting the securities of an issuer mentioned herein. Standard Capital Securities (Pvt.) Ltd. 

hasn’t  have provided/providing advisory services to the issuer mentioned herein.  

 

Risk disclosures impeding target price 

The Subject Company is exposed to market risks, such as changes in interest rates, exchange 

rates, changes in raw material prices. Subject company can also exposed to risk such as 

derivative transaction or certain regulatory changes from government authorities.  

 

Rating System 

- Standard Capital Securities (Pvt.) Ltd. standardized recommendation structure i.e. positive, Hold 

and negative, based on rating system i.e.  

 

         -  (Target Price, if any/Current Price - 1) > 10% Positive  

         -  (Target Price, if any/Current Price - 1) < -10% Negative  

         -  less than 10% (Target Price, if any/Current Price -1) Hold 

- The time duration is the financial reporting period of Subject Company. 

 

Valuation method 

Following research techniques adopted to calculate target price/recommendation 

- Price to earnings & Price to Book, EV-EBITDA multiple 

- Discounted Cash flows or Dividend Discount Model or Enterprise Value 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 


