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Oct-22: Headline Inflation to Cool-Off; Expecting A
+20%Y Growth as Food Prices Dampen

e For the month of Oct-22, we estimate headline inflation to print a +20.6%y (-0.2%m) growth
compared to previous month, +27.3% (-1.2%m/m). This takes 4MFY23 average to 24.0%
compared to 8.7% last year same period.

e Monthly Sensitive Price Index (SPI), which is a proxy index for volatile food prices, suggest
headline food prices are likely to drop by 5.3%m basis.

e For the month of Oct-22, domestic motor gasoline (MOGAS) prices have dropped by 6%
compared to last month as prices decelerated owing to fluctuations in petroleum prices in the
international market and exchange rate variation.

e We expect gradual slowdown in overall inflation going forward. In Nov-22, high base effect
will finally reduce overall yearly growth in national CPI. In addition, global food prices have
started to show signs of slowdown and similarly global oil index and energy have declined.
However, oncoming winter season will likely pump up energy prices particularly gas and coal.

We preview Consumer Price Index (CPI) growth numbers for the month of Oct-22.
Oct-22 Inflation to print a +20.6%y growth

For the month of Oct-22, we estimate headline inflation to print a +20.6%y (-0.2%m) growth
compared to previous month, +27.3% (-1.2%m/m). This takes 4MFY23 average to 24.0%
compared to 8.7% last year same period.

For our estimates we have incorporated

=  Reduced food prices,
= Higher Fuel price adjustments (FPA) and base tariff adjustment in electricity prices,
= Quarterly House Rent Index Adjustment,

=  Continuation in inflationary trend under discretionary and other essential non-food
items

Exhibit: Monthly National Consumer Price Index (CPI) growth estimates
For the month of: October, 2022
Wt. v/y m/m 4MFY23 4MFY21 4MFY20

National 100.0% 20.6% -0.2% 24.0% 8.7% 8.9%
Food 34.6% 22.2% -5.3% 28.0% 9.2% 15.5%
Transport 5.9% 54.7% -1.0% 61.6% 10.5% -2.7%
Utility/Rent 23.6% 6.0% 5.0% 14.5% 9.7% 4.7%
Essentials 17.4% 16.1% 2.5% 13.7% 6.9% 6.2%
Disc. 18.5% 28.4% 3.0% 24.7% 7.8% 8.7%

Source: PBS, |Gl Research
Sharp deceleration in food prices to drag down overall CPI
Monthly Sensitive Price Index (SPI), which is a proxy index for volatile food prices, suggest
headline food prices are likely to drop by 5.3%m basis. During the month of Oct-22, key food

items including tomatoes, chicken, onions, eggs, potatoes have recorded a significant
decrease over previous month.
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Negligible rise in transport sector as higher vehicle prices neutralized by fall in motor fuel
prices

For the month of Oct-22, domestic motor gasoline (MOGAS) prices have dropped by 6%
compared to last month as prices decelerated owing to fluctuations in petroleum prices in
the international market and exchange rate variation. Prices of motor vehicles increased by
~5% on average during the month of Oct-22.

Electricity prices on the rise again

To recall, In Aug-22 PM Shehbaz Sharif announced to defer fuel adjustment charges for
people consuming less than 300 units in a month, which resulted in reversal of FPA in Sep-22
charged during the month of Aug-22. Fuel Price Adjustment (FPA) for the month of Oct-22
came at PKR 0.2/kwh compared to last month where FPA was PKR 4.34/kwh, a drop by nearly
95%m/m. Moreover, FPA charge for the month of Aug-22 while now be distributed equally
over the subsequent six months starting Oct-22.

Base tariff is on the rise, and collectively electricity charges likely to increase by +35%,
bringing total impact on NCPI by +1.3% for the month of Oct-22.

Quarterly adjustments in House Price index

House rent index which occupies nearly 15% of the index weight is set to adjust on a
quarterly basis. Higher cement and steel bar prices will keep overall rent index increase close
to 1.5-1.75%m/m.

Exhibit: National CPI Heat Map
y/y growth

Oct-22 Sep-22 Aug-22 Jul-22 Jun-22 May-22 Apr-22 Mar-22 Feb-22 Jan-22 Dec-21 Nov-21 Oct-21
249 21.3 13.8 13.4 12.7 12.2 13.0 12.3 11.5

General

Food 28.8 25.9 17.3 17.0 15.3 14.7 12.8 10.3 10.5
Transport 31.8 28.3 26.2 25.0 23.0 24.1 24.4
Utility/Rent 5.8 7.1 8.3 9.0 15.5 16.6 14.8 12.0
Essentials 11.7 11.2 9.9 9.3 8.7 7.7 8.2 8.1 7.2
Disc. 20.8 18.7 14.7 13.2 12.7 11.8 11.2 11.0 9.8

Outlook: Inflation likely to Peak this month before declining gradually

We expect gradual slowdown in overall inflation going forward. In Nov-22, high base effect
will finally reduce overall yearly growth in national CPI. In addition, global food prices have
started to show signs of slowdown and similarly global oil index and energy have declined.
However, oncoming winter season will likely pump up energy prices particularly gas and coal.
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Exhibit: Global Energy, Oil and Food indices
Trend based on 3months moving average, global energy, oil and food prices have cooled off significantly since
Jun-22 onwards
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Source: S&P GSCI, FAO, IGI Research

Note: For indexation purposes we use individual basket indices: Food (incl.): Food and Non-alcoholic
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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will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report. The
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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, 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
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. The subject
Company (ies) is a client of the 1GI 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)
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.
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