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Pakistan Economic Survey

PES 2019-20 paints a not so optimistic outlook on
post-Covid19 economy

v As per the report, during the outgoing year 2020 Pakistan’s economic
growth contracted by 0.4%, (targeted of +3.3%) a multi-decade low

v’ Pakistan dismissal growth performance is mainly due to the demand and
supply shock arising in the 2-half amid global Covid-19 outbreak

v Given the severity of the Covid19, economic impact is yet to be fully
determined due to its unprecedented nature. However, what’s more
important is what lies on the horizon for Pakistan growth and there are
some key points the documents offer for consolation.

We review key summary points from Economic Survey of Pakistan for the year
2019-20 published 11th Jun-20.

Growth hits a 68-year low

As per the report, during the outgoing year 2020 Pakistan’s economic growth
contracted by 0.4%, (targeted of +3.3%) a multi-decade low (last time Pakistan
recorded a growth contraction was in 1952). Industrial and service sector which
account for ~80% of the GDP size, declined by 2.6% and 0.6% (5-year average:
+3.6% and 5.3%) respectively, whereas agricultural sector posted a growth of
+2.7% (5year average of 1.8%).

Pakistan dismissal growth performance is mainly due to the demand and supply
shock arising in the 2-half amid global Covid19 outbreak. However, pre-Covid19,
document lauded policymakers’ macroeconomic stabilisation measures
undertaken in yesteryears. While these measures had constrained Pakistan full
growth potential in 2020 and 2021, but were necessary for a long-term sustainable
growth pattern.
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Exhibit: Pre and Post Covid Pakistan economic growth indicators for Fy2020

% Pre-covid Post Covid
Real GDP Growth 3.30 (0.40)
- Agriculture 3.00 2.70
Industrial sector 0.70 (2.60)
- Manufacturing 0.50 (5.60)
Services 4.20 (0.60)
- Wholesale & Trade 3.20 (3.40)
Inflation (GDP Deflator) 11.80 9.10
As % of GDP
Investment 15.60 15.40
National Savings 13.40 13.90
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Summarised Pakistan Covid19 economic repercussion and outlook

Investment

Due to impaired liquidity positions of potential investors and heightened risk perceptions, a heavy decline in private
investment is expected to occur in the coming months.

It is expected that there will be a decline of 30-40% in fresh FDI during 2020 and 2021.

Further, reduction of profits due to economic slowdown will hamper reinvested earnings, a major component of FDI.

Trade and Business
Activity

Pakistan's economy may face a loss in business activity due to disruption in trade activities

On import and exports, major trade partner countries (USA, UK, China, Japan and Germany - comprising >50%) also
happen to be the worst hit countries.

Businesses will face liquidity issues, and many more may experience insolvency. They will require different kinds of
support, for instance bailouts and provision of cheap funding, among others.

Fiscal Management

Domestic fiscal adjustments will be the hardest hit.

Revenues might be difficult to increase. So far due to disruption in economic activity, a negative 13.4% loss of revenue
for Mar and Apr has occurred as compared to similar period of preceding year. Growth in revenues prior to that
(8MFY20) stood at a healthy 17%.

Accordingly, revenues are expected to fall to PKR 3.9trn as against revised target of PKR 4.8trn (Budgeted: PKR
5.5trn).

Expenditure demand may be immense on social, health and defence.

As a result of reallocation of expenditures and increase in public spending budget deficit is expected to clock in at
9.4% of GDP as against budgeted target of 7.5%.

Debt Management

This high fiscal deficit will lead to high higher debt accumulation

Which makes financing for development projects difficult

Lengthening of maturity profile of domestic debt, borrowing through multiple instruments including Eurobonds,
Pakistan International Sukuk, Panda Bonds etc. are all under consideration but current capital markets situation would
limit exploring these options.

Inflation

Covid19 had significantly slowdown aggregate demand, exerting downward pressure on global commodity prices.
This decline in global commodities and crude oil prices is providing multidimensional support to overall national
inflation index

However, risks of supply disruption and hoarding remain potent and the government is making all out efforts to
maintain a smooth supply besides taking strict action against hoarders to control artificial price hikes.

Inflation is therefore expected to remain at 10.7% for FY20, below the earlier forecast of 11.8% and is expected to
further scale down to single digit in FY2021.

Growth

The provisional real GDP of Pakistan has contracted by 0.4% as against projected growth of 3.3% budgeted.
Manufacturing and Industrial sector have faced the major brunt of the pandemic.

Agriculture sector has not witnessed major disruptions yet, however risks of labour mobility for crop harvesting exist.
Border closures and existing lockdown conditions, will potentially have a disruptive impact on the agriculture value
chain.

Growth may register a 2% or less in 2021.

Social Impact

An estimated 56.6% of the population is socio-economically vulnerable due to the COVID-19 crisis.

Among the most vulnerable, the expected loss of employment is estimated to be between 12.5-15.5mn in case of
moderate slow-down of economic activity/partial lockdown, and between 18.7- 19.1mn in case of severe restrictions to
economic activity/full lockdown

A 2% growth in 2021 is lower than the population growth rate, challenges such as unemployment and poverty are
expected to persist and aggravate.

It is expected that wholesale and retail trade will lose maximum workers followed by manufacturing, construction and
transport.

Source: |Gl Research, Pakistan Economic Survey 2019-2020

Outlook: Some consolation but not much optimism

Given the severity of the Covid19, economic impact is yet to be fully determined
due to its unprecedented nature. However, what’s more important is what lies on
the horizon for Pakistan growth and there are some key points the documents offer
for consolation;

= The document identifies that adverse impact of Covid19 is finally
bottoming out

= Economic experts largely agree that growth will likely take a ‘V-shape’
recovery and will gather momentum in coming years

= Fiscal stimulus package of PKR 1.24trn along with measures taken by
State Bank of Pakistan (SBP) for providing liquidity support to
households and businesses will counteract the current economic
downturn.
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IMFs Rapid Financing Instrument (RFI) amounting to USD 1.386bn
to counter the economic impacts of this novel outbreak will also support
government’s efforts to mitigate the economic shock, the facility will be
used to address declining international reserves and increase social sector
spending.

Additionally, concessionary lending by IFIs; the World Bank and
Asian Development Bank will provide much needed support to the
government during this crisis time

National Agriculture Emergency Program, “Kamyab-Jawan Program
(low cost loans to youth for business)”, “Naya Pakistan Housing
Program” to construct Smn houses, which have the potential to create
1.5-2.0mn jobs by Dec-20.
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Exhibit: Pakistan Key Growth Highlights
FY= (Jun) Unit 2017a 2018a 2019a 2020e 2021f 2022f 2023f
GDP PKRtn 31.9 346 38.0 417 46.0 514 58.3
GDP USDbn 304.9 3144 279.0 261.9 266.9 2854 3133
GDP per capita usb 1,545.7 1,564.7 1,363.4 1,173.7 1,168.4 1,220.0 1,307.9
Growth Rate
Nominal GDP % 9.8 84 9.7 9.9 10.2 1.7 13.6
Real GDP % 5.2 55 1.9 (0.4) 2.8 4.0 44
Agriculture % 2.2 4.0 0.6 2.7 1.5 2.0 2.0
Industries % 46 46 (2.3) (2.6) 2.0 3.0 5.0
Services % 6.5 6.3 3.8 (0.6) 35 5.0 5.0
%age of GDP
Agriculture % 19.3 19.0 18.7 19.3 19.1 18.7 18.3
Industries % 20.8 20.6 19.7 19.3 191 18.9 19.0
Services % 60.0 60.4 61.5 61.4 61.8 62.4 62.7
Consumption % 93.2 93.8 94.6 91.6 95.1 95.0 95.1
Investment % 16.2 17.3 15.6 15.4 12.8 12.9 12.8
Savings % 12.0 11.0 10.7 13.9 10.6 10.6 10.6
Exports % 8.3 9.0 10.1 9.6 8.7 8.8 8.6
Imports % (17.6) (20.1) (20.3) (16.6) (16.6) (16.8) (16.5)
Capex % 14.6 15.7 14.0 13.8 11.3 11.6 11.7
Prices and Monetary
CPI % 2.9 48 6.8 11.2 7.3 7.6 9.0
Discount Rate - Per. End % 6.3 7.0 12.8 10.0 9.0 9.0 9.0
Broad Money (M2) % 13.7 9.7 1.3 8.7 10.1 1.7 135
External Sector
Current Account Bal. (USDbn) (12.6) (19.9) (13.8) (3.9) (5.8) (6.8) (7.1)
Exports (USDbn) 220 24.8 24.3 222 233 251 26.9
Imports (USDbn) 48.7 56.6 52.8 40.1 443 47.8 51.7
Remittances (USDbn) 19.4 19.9 21.8 20.7 20.3 213 234
SBP Gross Reserves (USDbn) - 16.1 9.8 7.3 14.0 175 19.2 22.7
Cl/aBal./ GDP % 4.1) (6.3) (5.0) (1.5) (2.2) (2.4) (2.3)
Trade Bal./ GDP % (8.8) (10.1) (10.2) (6.8) (7.9) (8.0 (7.9)
Exports + Remit. Gr. % 2.0 141 (8.2) (5.9) 6.4 7.9 7.3
FDI/ GDP % 0.9 1.1 0.6 0.8 1.0 1.0 1.0
Exchange rate
usb 104.7 1101 136.1 159.4 1722 179.9 186.2
Fiscal (%age of GDP)
Fiscal Balance % 4.2 4.4 5.4 9.3 8.5 7.3 7.0
Source: |Gl Research, Pakistan Economic Survey 2019-2020, Forecast IGI Research
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Important Disclaimer and Disclosures

Research Analyst(s) Certification: The Research Analyst(s) hereby certify that the views about the company/companies and the
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 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)
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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