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Core CPI index continue to show weakened trend, averaging 4.2%YoY
in FY16 compared to +6.5/8.3/9.6%Y0Y in FY15/14/13 respectively.
45.00 - Similarly, food prices have showed weakening trend as well, averaging
+2.1%YoY in FY16 down from +3.5/9.0/7.1%YoY in FY15/14/13. These
factors signal further improvement in the inflation outlook in the months
ahead. Henceforth, we view FY17 average inflation to range between
40.00 ' ' ~4.7%-5.0%, compared to +2.9%YoY registered in FY15.
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We maintain our view that inflation will be sustainably lower averaging ~4.0%YoY before the next MPS due in Sep-16.
Based on our inflation forecast, SBP real rates will remain in the range of 1.5-2.0%. To support our call of lower
inflationary outlook we highlight, a) recent drop in international oil prices in the month of Jul-16 by around ~12% (during
the month of Jul-16 alone Arab light price dropped by USD 5.8/bbl to USD 41.4/bbl) and b) no adverse weather conditions
in the critical monsoon rainfall season that could have else affected food prices.

Outlook

The Monetary Policy Committee in its last MPS (issued May-16) minutes of meeting expects CPI inflation to moderate to
5.0%YoY average in FY17, though eminent risks to inflation exists primarily on the back of higher international oil prices.
Moreover, the central bank stressed that focus will be more on transmission of policy rate cuts; by highlighting the
objective of May-16 policy rate was to cause a downward shift in yield curve and expects improvement in this area, as to
support credit growth cycle.
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Analyst Certification

The analyst® hereby certify that the views about the company/companies and the security/securities discussed in this report are
accurately expressed 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 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

This document has been 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 IGl 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.

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 return on aforementioned security(ies) is more than 10%, from its last closing price(s)

Hold If return on aforementioned security(ies) is in between -10% and 10%, from its last closing price(s)

Sell If return on aforementioned security(ies) is more than -10%, from its last closing price(s)
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