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Aug-22: CPI Likely To hit +26.8%y; Electricity and Food
Price Index Outweigh Decline in Transport
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For the month of Aug-22, we estimate headline inflation to print a +26.8%y growth
compared to previous month, +24.9%y.



For our estimates we have incorporated a) +3%m/m rise in food prices, b) Fuel
price adjustments (FPA) and base tariff adjustment in electricity prices and, c)
continuation inflationary trend under discretionary and other essential non-food
items. However, some respite is expected on transport index.



Inflationary trend is more or less likely to continue in the near term unless robust
supply side measures are addressed.
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We preview Consumer Price Index (CPI) growth numbers for the month of Aug-22.
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Exhibit: Yearly change in CPI

Aug-22 inflation to print a +26.8%y growth
For the month of Aug-22, we estimate headline inflation to print a +26.8%y (2.1%m) growth
compared to previous month, +24.9%y (4.35%m). This takes 2MFy23 average to 25.9%
compared to 8.4% last year same period.
For our estimates we have incorporated a) +3%m/m rise in food prices, b) Fuel price
adjustments (FPA) and base tariff adjustment in electricity prices and, c) continuation in
inflationary trend under discretionary and other essential non-food items. However, some
respite is expected on transport index.
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Exhibit: Monthly National Consumer Price Index (CPI) growth estimates.
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Food prices continue to climb up
Monthly Sensitive Price Index (SPI), which is a proxy index for volatile food prices, suggest
headline food prices are likely to surge by +3%m basis. During the month of Aug-22, key food
items including tomatoes, chicken, onions, eggs, and pulse moong have recorded a significant
rise over previous month.
Some respite from transport sector as motor fuel and vehicle prices ratchet down
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For the month of Aug-22, domestic motor gasoline (MOGAS) prices have fallen by 8.8%
compared to last month where prices escalated due to high international oil prices and tight
fiscal related measures. Prices of motor vehicles have fallen after recording a sharp rise last
month owing to ballooning exchange rates.
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Electricity prices jump as both FPA and Base Tariff charge
Fuel Price Adjustment (FPA) for the month of Aug-22 came at PKR 9.9/kwh compared to last
month where FPA was PKR 7.9/kwh. Higher FPA for this month reflects rise in cost of
imported energy fuels.
Exhibit: Monthly Inflation trend
Dominated by higher food and lately by transport segment
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Outlook: CPI likely to remain elevated in the near term
Higher food prices have been associated with supply related shocks that include not only
rising energy costs, but also decline in output as unusual heavy monsoon season struck the
agriculture sector.
The trend will likely to continue in the near term unless robust supply side measures are
addressed. Moreover, hikes in gas prices, gradual increase in electricity tariff and
normalization of PDL and GST on motor fuel will keep energy index elevated in the near term.
Though we have noticed transport index on a declining trend; however, a reversal is likely
due to PKR back again on depreciation track and oil prices rising after recent Saudi Ministry
hinting possible supply cuts.

Note: For indexation purposes we use individual basket indices: Food (incl.): Food and Nonalcoholic Beverages, Transport (incl.): Transport, Utility/Rent (incl.): Housing, Water, Electricity, Gas &
Fuels, Essentials (incl.): Cloths/ Footwear, Health, Communication, Education, Other Misc. (incl.): Alch.
Beverages & Tobacco, Household Equipment, Recreation & Culture, Restaurants & Hotels, Misc.
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representation as to the accuracy or completeness of the information. Neither, IGI Finex Securities Limited nor any director, officer
or employee of IGI Finex Securities Limited shall in any manner be liable or responsible for any loss that may be occasioned as
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Company (ies) is a client of the IGI Finex Securities Limited and IGI Finex Securities offers brokerage services to Subject Company
(ies) on a regular basis, in line with industry practice. 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)
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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
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