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Budget Overview 2026 - 2027
Despite rumors of heavy taxes, Federal gov. was able to table the Finance Bill 2026-27 with a balance approach. The Government of
Pakistan presented the Federal Budget for FY2026-27 on 12th June 2026, budgeting Gross Revenue Receipts of Rs. 20,600 billion (up
14% year-on-year), anchored by an ambitious FBR tax target of Rs. 15,264 billion (up 17.6%), while Non-Tax Revenue of Rs. 5,336
billion masks a sharp 41% decline in SBP surplus profits partly offset by a new Rs. 1,035 billion provincial grants line of uncertain
realizability.On the expenditure side, total spending is projected at Rs. 18,772 billion (up 20%), with interest payments alone
consuming Rs. 8,054 billion nearly 43% of net federal resources alongside defense at Rs. 3,000 billion and BISP social protection at
Rs. 845 billion, Development spending at Rs. 1,277 billion.The federal budget deficit widens to Rs. 7,020 billion (up 36%),
moderating to an overall deficit of Rs. 5,226 billion after incorporating a provincial surplus of Rs. 1,794 billion, while the primary
surplus the key IMF benchmark narrows to Rs. 2,828 billion. Key concern in Finance Bill still reflects expenditure growing faster
pace than revenue. Debt servicing consumes major portion of revenues.
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Budgetary Outlay

Rs bn FY26
Revised

FY27
Budget

YoY from FY26 R YoY from FY26 R

Gross Revenue Receipts 18,076 20,600 14% 2,525
Tax Revenue (FBR) 12,983 15,264 18% 2,282
Income Tax 6,331 7,480 18% 1,149
Customs Duties 1,366 1,651 21% 285
Sales Tax 4,334 4,927 14% 593
Federal Excise 851 1,073 26% 222
Other taxes 101 133 32% 32
Non-Tax Revenue 5,093 5,336 5% 243
Petroleum Levy 1,498 1,676 12% 178
SBP Profit 2,428 1,435 -41% (993)
Grants/Receipts from Provinces 0 1,035 NM 1,035
Dividends 201 130 -35% (71)
Others 966 1,060 10% 94
Less Provincial Share 7,592 8,848 17% 1,256
Net Revenue Receipts 10,484 11,752 12% 1,269

Expenditure 15,642 18,772 20% 3,130
Current 15,006 17,495 17% 2,489
Interest Payments 6,937 8,054 16% 1,117
Pension 1,055 1,169 11% 114
Defence Affairs & Services 2,588 3,000 16% 412
Subsidies 1,157 1,091 -6% (66)
Others 3,269 4,181 28% 912
Development & Net Lending 636 1,277 101% 641

Federal Budget balance (5,158) (7,020) 36% (1,861)
Provincial surplus 1,379 1,794 30% 415
Overall balance (3,779) (5,226) 38% (1,446)
Primary balance 3,158 2,828 -10% (329)



Macroeconomic Outlook 

Insurance Sector – Key Tax Changes (Budget 2026-27)

SWOT Analysis

A new section was introduced for Insurance/Takaful polices which cleared ambiguties regarding tax incidence and tax collection for
policyholders.
1-Tax arising on withdrawal on any gains generated on life insurance proceeds (amount received exceeding total premiums paid)
15% tax if policy matures within 1 year of issuance. 
10% tax if maturity occurs between 1–7 years. 
Exemptions: 
Death claims 
Disability claims 
Policies held for more than 7 years 
2. Insurance Companies as Withholding Agents
Insurance companies will be responsible for deducting and depositing the tax at source. 
Tax treated as a final withholding tax for policyholders. 

The budget reflects a focus on macroeconomic stabilization, tax reforms, and improving industrial competitiveness. Under the IMF Extended
Fund Facility, the government targets GDP growth of 3.7%, up from 3.18% last year, while aiming to expand the primary surplus to 3.2% of
GDP and reduce the fiscal deficit to 0.7% of GDP. However, concerns remain regarding inflation, declining foreign direct investment (FDI),
high fiscal financing requirements, and the ambitious tax revenue target of Rs. 15.3 trillion.

To support the private sector, the government has introduced several tax relief measures, including the abolition of the super tax for
businesses earning below Rs. 500 million, rationalization of withholding tax rates, a reduction in foreign card transaction tax from 5% to 0.5%,
and the continuation of the 0.25% tax rate for IT exporters until 2029. A fixed tax regime for small retailers has also been introduced to
encourage documentation and broaden the tax base.

Furthermore, measures to enhance industrial competitiveness include customs duty rationalization across multiple tariff lines, reductions in
additional customs duties, exemptions on agricultural machinery, and relief on cancer-related pharmaceutical inputs. These initiatives are
aimed at lowering the cost of doing business, improving industrial productivity, and supporting export growth.
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