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Inflation

Dec-22: Monthly Inflation to Remain in Moderation; CPI
Likely to Post +24.3%y/y

e For the month of Dec-22, we expect national CPI inflation to post a +24.3%y/y
growth compared to previous month +23.8%y/y. On a monthly scale, Dec-22 CPI is
expected to print +0.4%m/m growth compared to +0.8%%m/m in Nov-22 and
+1.9%m/m average monthly growth in FY23 so far.

e Monthly Sensitive Price Index (SPI), which is a proxy index for volatile food and
energy prices, suggest prices likely to slightly rise by 0.5%m/m basis.

e There has been no significant change in motor gasoline and transport prices during

the month.

e Global commodity index showing downward sticky as of now; however recent
rebound in rising covid cases globally is prompting travel restrictions that may
aggravate recessionary concerns driven by central banks globally

We preview Dec-22 national CPI inflation estimates.

Monthly Inflation to post +24.3%y/y slightly higher than previous month

For the month of Dec-22, we expect national CPI inflation to post a +24.3%y/y growth
compared to previous month +23.8%y/y. On a monthly scale, Dec-22 CPI is expected to print
+0.4%m/m growth compared to +0.8%%m/m in Nov-22 and +1.9%m/m average monthly
growth in FY23 so far. Nevertheless, incorporating Dec-22 estimates take 6MFY23 average
inflation to +25%y/y compared to +9.8%y/y in 6MFY22.

Exhibit: Monthly National Consumer Price Index (CPI) growth estimates
For the month of: December, 2022
Wt. vly m/m  6MFY23 6MFY22 6MFY21

National 100.0% 24.3% 0.4% 25.0% 9.8% 8.6%
Food 34.6% 36.4% 0.5% 32.4% 9.6% 15.0%
Transport 5.9% 42.3% 0.0% 54.8% 15.1% -3.1%
Utility/Rent 23.6% 7.0% 0.1% 13.4% 11.7% 4.1%
Essentials 17.4% 13.6% 0.1% 13.7% 7.2% 6.2%
Disc. 18.5% 26.4% 0.9% 25.3% 8.7% 8.9%

Source: PBS, |Gl Research

Food Inflation slightly edges up...no significant pressure on headline inflation
Monthly Sensitive Price Index (SPI), which is a proxy index for volatile food and energy prices,
suggest prices likely to slightly rise by 0.5%m/m basis. During the month of Dec-22, key food
items including tea, bananas, salt, onions, chicken have jumped over the previous month.

Similarly transport and utility prices remain muted during the month...

There has been no significant change in motor gasoline and transport prices during the
month. Recently, government slashed retail fuel prices that will be reflected in upcoming
month and likely have gravity effect on overall CPI.
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Exhibit: Yearly inflation (rebased July) Exhibit: Commodity index elevated and downward
We observe moderation in CPI. For period 1HFY23, CPI sticky
index has jumped up by +7.3% compared to last year, The Dow Jones Commodity Index (DJCI) which tracks
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Outlook

SBP in the latest round of monetary tightening increased its average inflation projections

from previous 18-20% to 20-23% for FY23, putting weight behind Oct-22 sharp month-on-
month inflation growth of 4.7% and apparently pushing core NFNE inflation to +16.2%y/y
growth.

Our expectations are slightly above SBP’s inflation range and monthly inflation to remain in
20-25% range going forward in the near term and gradually subsiding below 20%y/y by the
end of 2HFY23 as base and recessionary effects will have deflationary impact on the retail
prices. We base our outlook on expected further hikes in interest rates to tame rising cost
push inflation, declining oil prices that will reduce cost of input for businesses, taxes and
tariffs in addition to gas price hikes as fiscal revenues are falling short of and to get IMF 9th
review in check.

Global commodity index showing downward sticky as of now; however recent rebound in
rising covid cases globally is prompting travel restrictions that may aggravate recessionary
concerns driven by central banks globally.
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security/ securities discussed in this report accurately reflect his or her or their personal views and that he/she has not received and
will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report. The
analyst(s) is principally responsible for the preparation of this research report and that he/she or his/her close family/relative does
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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