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Current Account Balance

C/A Deficit Shrinks to 0.28bn Amid Remittances Drop

e For the month of Nov-22, C/a balance registered a deficit of USS 0.28bn compared to USS 0.57bn
recorded during the month of Oct-22. This brings 5mFY23 cumulated balance to post a deficit of USS
3.1bn versus last year same period a deficit of USS 7.2bn, a decrease of 57%y/y.

e For the month, trade balance recorded at deficit of USS 2bn compared to previous month deficit of
USS 2.3bn, down by 12%m/m. The numbers are more impressive when compared on a yearly basis
as it has reduced by 44%y/y and from peak level of US$ 3.98bn back in Jun-22.

o Similarly, remittances for the month clocked in at USS 2.1bn down by 5%m/m and 14% on y/y basis.
Remittances are now close to a level last seen in Sep-20.

o C/a deficit has been curtailed under US$1.0bn since Aug-22, averaging USS ~0.47bn now. This has
been effectively done by the government through restrictions on LCs and non-essential import
items, which has narrowed import of goods substantially over the last few months.

We review current account balance numbers published for the month of Nov-22 by State
Bank of Pakistan (SBP).

Monthly Current Account deficit shrinks to US$0.28bn as imports further drop

For the month of Nov-22, C/a balance registered a deficit of USS 0.28bn compared to USS$S
0.57bn recorded during the month of Oct-22. This brings 5mFY23 cumulated balance to post
a deficit of USS 3.1bn versus last year same period a deficit of USS 7.2bn, a decrease of
57%y/y. To recall, Pakistan has been reporting a deficit since Dec-20. Ex-oil Current account
balance reported a surplus of USS 1bn for the month up by 9%m/m.

Exhibit: Monthly Current Account Balance

USS mn Nov-22 Oct-22 m/m Nov-21 y/y 5MFY23 5MFY22 vy/y
Exports (G) 2,238 2,284 2% 2,737 -18% 12,065 12,313 -2%
Imports (G) 4,263 4,579 -7% 6,339 -33% 24,872 29,664 -16%
Trade Bal. (2,025) (2,295) -12% (3,602) -44% (12,807) (17,351) -26%
Services Bal. (65)  (159) -59% (403) -84%  (865)  (1,713) -50%
Remittances 2,108 2,216 -5% 2,460 -14% 12,009 13,288 -10%
Income Bal. 1,814 1,885 -4% 2,076 -13% 10,573 11,830 -11%
Current Acc. Bal. (276) (569) -51% (1,929) -86% (3,099) (7,234) -57%
Current Acc. Bal. (ex-Oil) 978 899 9% (310) -316% 5,741 (140) n.m.

Source: SBP, IGI Research

Trade deficit narrowed to a level last seen in Dec-20...

For the month, trade balance recorded at deficit of US$ 2bn compared to previous month
deficit of USS 2.3bn, down by 12%m/m. The numbers are more impressive when compared
on a yearly basis as it has reduced by 44%y/y and from peak level of USS 3.98bn back in Jun-
22.

...as imports narrowed

The reduction in trade deficit is mainly down to country’s import bill receded to USS 4.3bn
down 7%m/m and 33%y/y basis. Major retraction in import bill, was witnessed under import
of petroleum products, which declined by 15%m/m to US$ 1.25bn and more than halved
when compared to Jun-22 import bill of USS 2.8bn. Followed by petroleum products, major
reduction was seen in machinery (down by 12%m/m) and then food products (5%m/m).
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...while exports shrink meagerly

Country’s export receipts recorded at USS 2.2bn compared to last month of USS$ 2.3bn, down
by 2%m/m and 18%y/y basis. Nov-22 monthly export number is slightly lower than last
month due to fall in textile exports.

Exhibit: Monthly Trade Break-up Commodity wise

USS mn Nov-22 Oct-22 m/m Nov-21 y/y 5MFY23 5MFY22 vy/y

Exports (G) 2,238 2,284 -2% 2,737 -18% 12,065 12,313 -2%
Food Exports 358 323 11% 481 -25% 1,863 1,850 1%
Textile Exports 1,425 1,491 -4% 1,548 -8% 7,672 7,201 7%
Other Exports 455 470 -3% 709 -36% 2,530 3,261 -22%

Imports (G) 4,263 4,579 -7% 6,339 -33% 24,872 29,664 -16%
Food Imports 659 690 -5% 705 -7% 3,640 3,392 7%
Machinery Imports 386 440 -12% 792 -51% 2,366 3,810 -38%
Transport Imports 124 114 9% 291 -57% 647 1,552 -58%
Petroleum Imports 1,254 1,468 -15% 1,619 -23% 8,840 7,094 25%
Other Imports 1,840 1,868 -1% 2,933  -37% 9,379 13,815 -32%

Source: SBP, I1Gl Research

Remittances also drop sharply to a 2-year low

Similarly, remittances for the month clocked in at USS 2.1bn down by 5%m/m and 14% on y/y
basis. Remittances are now close to a level last seen in Sep-20. Country-wise, Saudi Arabia
and UAE witnessed the largest decline of ~20%y/y ach followed by other GCC registering a
13.5%y/y decline. Nevertheless, on a 5mFy23 cumulative basis, total remittances now stand
at USS 12bn, down by 10%y/y.

Exhibit: Monthly Remittances Break-up Country wise

USS mn Nov-22 Oct-22 m/m Nov-21 y/y 5MFY23 5MFY22 y/y

USA 229 253 -9% 244 -6% 1,299 1,245 4%

U.K. 299 279 7% 314 -5% 1,667 1,806 -8%
Saudi Arabia 498 570 -13% 622 -20% 2,957 3,407 -13%
UAE 378 427 -12% 475 -20% 2,267 2,555 -11%
Other GCC 257 258 0% 298 -14% 1,393 1,508 -8%

EU 245 233 5% 267 -8% 1,307 1,460 -11%
Other 201 195 3% 240 -16% 1,119 1,304 -14%
Total 2,108 2,216 -5% 2,460 -14% 12,009 13,287 -10%

Source: SBP, I1GI Research
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Exhibit: Import Coverage

Export and Remittance coverage of total import
finally starting to turn positive with latest data
of Nov-22 reporting US$83mn surplus (exports
remittances —imports)

Exhibit: Pakistan HHI for Exports

Country’s export concentration has increased
from 26% back in 2008-10 to current 40% in
5MFY23. Increased energy shortages and slowing
global growth could potentially derail export
momentum picked up in Fy23.
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Outlook

C/a deficit has been curtailed under US$1.0bn since Aug-22, averaging US$ ~0.47bn now. This
has been effectively done by the government through restrictions on LCs and non-essential
import items, which has narrowed import of goods substantially over the last few months.
During the FY22, imports averaged USS 6bn compared to 5MFY23 average of USS 4.9bn,
down by roughly USS 1.1bn on average. Exports on the other hand have remained stagnant
primarily due to lower export orders from Europe and USA.

Looking ahead, government likely to continue restrictions on imports and will eventually
liberate once bilateral and multilateral flows begin to pour in from friendly countries and
international institutions in second half of FY23. BOP for the month of Dec-22 likely to
witness build up in reserves despite major outflow in the form of debt repayment
(International Sukuk) of USS1bn during the 1%t week of Dec-22. Saudi Fund for Development
(SFD) extended the term for deposits USS 3bn to support dwindling reserves, and according
to Finance Minister another USS 3bn is expected soon. On IMF front, for the 9™ review to be
successful and unlock another tranche, government has revised macroeconomic outlook post
floods and been engaging with the IMF to evaluate fiscal, monetary, exchange rate, and
energy policies adopted since the last 7t and 8" reviews in Aug-22.
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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:
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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)
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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,
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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
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dividend per share, divided by the price per share.
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