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Monetary Policy Statement 

SBP cut policy rate by another 200bps as growth 
outlook further deteriorates amid Covid19 

Following the 225bps policy rate cut in Mar-20, the State Bank of Pakistan 
delivered another 200bps policy rate cut in a non-scheduled meeting held 
yesterday. The decision to cut policy rate came amid significantly reduced 
inflation and growth outlook. As of now, policy rate stands at 9% which is almost 
a 19-month low level. The interest rate corridor (IRC) now stands at 8% floor and 
10% ceiling. The decision as per SBP will also compliment other monetary 
measures recently taken to support and push credit growth and improve ease of 
doing business.  

Exhibit: SBP Monetary Policy decision and effective rates 
        
  Current Previous Chg. (bps.) 
Target Policy Rate 9.00% 11.00% -200 
Discount rate (Ceiling Rate) 10.00% 12.00% -200 
Floor Rate 8.00% 10.00% -200 
Minimum Deposit Rate 7.50% 9.50% -200 
Interest Rate Corridor 2.00% 2.00% 0 

 

Worsening global and domestic growth outlook  
Highlighting the decision SBP noted worsening global outlook in the wake of 
Covid-19 pandemic, a view established after International Monetary Fund (IMF) 
global growth outlook report. More importantly SBP pointed out deteriorating 
domestic economy, hinting a significant decline in domestic demand.  

Inflation – Slowdown in overall price trend 
SBP expects 11-12% average inflation in Fy20 and firmly believe that in Fy21 
inflation will fall back to single digit in the range of 7-9%. Nevertheless, with 
11% forward inflation, real interest rates are now zero and remains under SBP 
comfort zone and in-line with major emerging markets.  

 

 Following the 225bps policy rate cut in Mar-20, the State Bank of 
Pakistan delivered another 200bps policy rate cut in a non-scheduled 
meeting held yesterday. As of now, policy rate stands at 9% which is 
almost a 19-month low level. The interest rate corridor (IRC) now 
stands at 8% floor and 10% ceiling. 

 The decision to cut policy rate came amid significantly reduced inflation 
and growth outlook.  

 SBP expects 11-12% average inflation in Fy20 and firmly believe that 
in Fy21 inflation will fall back to single digit in the range of 7-9%. The 
economy is expected to contract by -1.5 percent in FY20 before 
recovering to around 2 percent growth in FY21. 
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Growth – More than anticipated contraction 
The Monetary Policy Statement (MPS) cited extracts from IMF reports, 
comparing the recent Covid-19 led depression to 1930s Great Depression and 
much worse than the Global Financial Crisis (GFC) of 2008-09. The economy is 
expected to contract by -1.5 percent in FY20 before recovering to around 2 percent 
growth in FY21. 

Exhibit: Google Mobility Report (Pakistan)  
Highlighting significant slowdown in average consumer mobility  

  

IMF – Funding and debt servicing relief to cushion major drawdowns on FX 
reserves  
In a separate televised interview, the Governor said that monetary policy 
committee also considered recently approved IMF USD 1.386bn emergency 
financing support to limit human and economic impact of Covid-19. Moreover, 
suspension of G20 debt servicing cost around the time of Covid-19 is also 
welcoming. As a result, governor SBP foresees less stress on exchange rate as 
these funds will help protect a severe drawdown on country’s FX reserves.   

Banks (reduce), Cyclical (accumulate) 
From a market standpoint, conventional banks will face NIMs compression due 
to reduced interest rates and deferment of loan for SME and Agri-sector will 
further hurt margins but will also delay provisioning charge in arising from these 
two groups. We have preference for HBL, BAHL and MCB as these would be 
least impacted amongst our coverage banks, but recommend cautious 
accumulation as overall pressure on sector can well orchestrate on these stocks.  

For high leveraged companies, rate cut would come as a relief. Under construction 
sector DGKC, MLCF, CHCC, PIOC, ISL and ASTL will stand beneficiary to rate 
cut. Under fertilizer EFERT, FFC and FFBL in that order stands most impacted 
and NCL/NML under textiles and PSMC under automobile assemblers. 
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Exhibit: 200bps point cut impact on company's profitability (PKR/share) 
Sym. EPS (impact) Company Sector 

INDU (2.0) Indus Motor Company Limited Automobile Assembler 
HCAR 0.7  Honda Atlas Cars (Pakistan) Limited Automobile Assembler 
PSMC 3.1  Pak Suzuki Motor Company Limited Automobile Assembler 
     
LUCK (0.6) Lucky Cement Limited Cement 
FCCL 0.0  Fauji Cement Company Limited Cement 
MLCF 0.3  Maple Leaf Cement Factory Limited Cement 
KOHC 0.5  Kohat Cement Company Limited Cement 
ACPL 0.7  Attock Cement Pakistan Limited Cement 
DGKC 1.3  D.G. Khan Cement Company Limited Cement 
CHCC 1.4  Cherat Cement Company Limited Cement 
PIOC 1.6  Pioneer Cement Limited Cement 
     
EPCL 0.2  Engro Polymer & Chemicals Limited Chemical 
     
ISL 0.7  International Steels Limited Engineering 
ASTL 0.8  Amreli Steels Limited Engineering 
     
FATIMA 0.1  Fatima Fertilizer Company Limited Fertilizer 
EFERT 0.3  Engro Fertilizers Limited Fertilizer 
FFC 0.4  Fauji Fertilizer Company Limited Fertilizer 
FFBL 0.7  Fauji Fertilizer Bin Qasim Limited Fertilizer 
     
MARI (4.0) Mari Petroleum Company Limited Oil & Gas Exploration Companies 
POL (1.4) Pakistan Oilfields Limited Oil & Gas Exploration Companies 
OGDC (0.7) Oil & Gas Development Company Limited Oil & Gas Exploration Companies 
PPL (0.1) Pakistan Petroleum Limited Oil & Gas Exploration Companies 
HASCOL 0.4  Hascol Petroleum Limited Oil & Gas Marketing Companies 
PSO 2.8  Pakistan State Oil Company Limited Oil & Gas Marketing Companies 
     
HUBC 1.1  The Hub Power Company Limited Power Generation & Distribution 
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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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