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(SAIR) held on 15™ May-17 has announced Pakistan’s entry into MSCI Emerging
Market (EM) index effective from 1%t Jun-17, from MSCI Frontier Market (FM).

Companies included in EM Index

As per MSCI notice, currently 6 companies will become a part of MSCI EM Index,
with one large-cap stock Qil & Gas Development Company (OGDC), and other 5
mid-cap Habib Bank Limited (HBL), United Bank Limited (UBL), Lucky Cement
(LUCK), MCB Bank Limited (MCB) and Engro Corporation (ENGRO). The
T T combined free float based market capitalization of these 6 stocks comes at USD
MSCI EM Index -Sector-wise weightage (%) 6.7bn which represent 0.15% of total MSCl EM index capitalization (MSCI EM

é

= Tech index market capitalization as at 28 April, 2017 stood at USD 4,476bn).
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Pakistan MSCI Emerging Market Index Constitutes

= Cons. Staples

Free Float based

" Oters Sym Category Free Fé(;z:)t(EaSsDe:qu:;larket Market Cap (% Sector
share)
HBL Mid Cap 1,737 0.04% Banks / Financials
UBL Mid Cap 1,160 0.03% Banks / Financials
LUCK Mid Cap 1,089 0.02% Materials
OGDC Large Cap 951 0.02% Energy
MCB Mid Cap 808 0.02% Banks / Financials
ENGRO Mid Cap 970 0.02% Materials
Total 6,714 0.15%
Source: Bloomberg, KSE 100 & IGI Research Source: MSCI, IGI Research, MSCI EM Total market as at 28 April, 2017 USD 4,476bn
Analyst
Other than the 6 large-mid cap companies, there has also been some addition
i‘ae::;hR:earch and deletion of nearly 8 companies namely, POL, EFERT, KAPCO, NBP, PAEL,
saad.khan@igi.com.pk THALL, FFBL, and PKGS which are now added to MSCI Emerging market small
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Exhibit
Companies in Pakistan MSCI Index
MSCI EM Large and Mid cap index
Free Float

Symbol Company Category based Market Wt. %

Cap (USDmn)
HBL Mid Banks 1,737 25.9%
UBL Mid Banks 1,160 17.3%
LUCK Mid Cements 1,089 16.2%
ENGRO Mid Fertilizer 970 14.4%
OGDC Large  E&Ps 951 14.2%
MCB Mid Banks 808 12.0%
HUBC Small  Power 970 11.2%
FFC Small  Fertilizer 672 7.7%
DGKC Small  Cements 558 6.4%
PSO Small  OMC 546 6.3%
POL* Small  E&Ps 516 5.9%
SEARL Small  Pharma 366 4.2%
SNGP Small  OMC 343 4.0%
EFERT* Small  Fertilizer 337 3.9%
KAPCO* Small  Power 337 3.9%
FCCL Small  Cements 336 3.9%
NBP* Small  Banks 332 3.8%
MTL Small  Auto-Assemblers 308 3.5%
BAFL Small  Banks 304 3.5%
NML Small  Textil 292 3.4%
MLCF Small  Cements 278 3.2%
PAEL* Small  Electric 272 3.1%
PKGS* Small  Paper & Board 262 3.0%
INDU Small  Auto-Assemblers 253 2.9%
HCAR Small  Auto-Assemblers 243 2.8%
ISL Small  Engineering 231 2.7%
NRL Small  Refinery 207  2.4%
THALL* Small  Auto-Part 185 2.1%
PSMC Small  Auto-Assemblers 181 2.1%
FFBL* Small  Fertilizer 158 1.8%
SHEL Small  OMC 128 1.5%
FEROZ Small ~ Pharma 61 0.7%
IGIL Small  Insurance 12 0.1%
Source: MSCI, IGI Research, As of 28th April, 2017
* Addition of 8 companies in Pakistan MSCI EM Index
Pakistan Sector Wise Distribution

Free Float
Sector No of Stocks based Market Wt. %

Cap (USDmn)
Commercial Banks 5 4,341 28.2%
Cements 4 2,261 14.7%
Fertilizer 4 2,137 13.9%
Oil & Gas Exploratio 2 1,467 9.5%
Power Generation & 2 1,307 8.5%
Oil & Gas Marketing 3 1,018 6.6%
Automobile Assemb 4 984 6.4%
Pharmaceuticals 2 428 2.8%
Textile Composite 1 292 1.9%
Cable & Electrical G¢ 1 272 1.8%
Paper & Board 1 262 1.7%
Engineering 1 231 15%
Refinery 1 207 13%
Automobile Parts & 1 185 1.2%
Insurance 1 12 0.1%

Since announcement of Pakistan re-classification in Jun-16, KSE 100 forward P/E has
moved up nearly +26% to now 10.1x and still trading at a 21% discount to MSCI
Emerging Market Index

To recall Pakistan was part of EM Index from 1994 to 2008, however closure of
Karachi stock Exchange in 2008 led to exclusion of Pakistan from EM Index to a
standalone Country Index. Pakistan was then included and classified under Frontier
Market Index in May-09. However, back in Jun-16 MSCl announcement of possible
reclassification of Pakistan into Emerging Market status, KSE 100 has returned
nearly +38.7% whereby forward P/E has moved up from 8.0x to current 10.1x (up
by +26%). As of latest, Pakistan is trading at ~21% discount to MSCI Emerging
Market Index forward P/E of 12.2x.

Market to attract nearly of USD 250-300mn after witnessing a foreign selling of
nearly USD 540mn since Jun-16 MSCI announcement

In terms of flows, since Jun-16 Pakistan equity market has experienced nearly USD
542mn foreign outflows however, with Pakistan upgraded to emerging market
status we suggest foreign inflows to gather pace. As per MSCI, total asset size of
MSCI Emerging Market Index total Asset size of USD ~1,500bn having a 15-20%
passive fund size, it is estimated that roughly USD 250-300mn worth of foreign
inflow could be expected, HBL to receive highest inflow of USD 65mn.

Exhibit:
Pakistan MSCI Emerging Market Index Constitutes

Sym Category Free Float based Market Cap (% share) Expected inflows
HBL Mid Cap 0.04% 65
UBL Mid Cap 0.03% 43
LUCK Mid Cap 0.02% 41
OGDC Large Cap 0.02% 35
MCB Mid Cap 0.02% 30
ENGRO Mid Cap 0.02% 36
Total 0.15% 250

Source: MSCI, 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, 1GI
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. 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 priceon 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, credit risks,
political and geopolitical risks. The performance of company(ies) covered herein mightunfavorably 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. Market Cap.: Market capitalization is calculated by multiplying a company's
shares outstanding by current trading price. 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.

IGI Finex Securities Limited

Research Analyst(s) Jama

Research Identity Number: BRP009 n-_df__,',._-a;_mo-;s?_.,_.
© Copyright 2016 IGI Finex Securities Limited nitp:ffererw. jammagunii. g
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