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16.0% growth on back of private sector credit growth.
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focuses on Inflation Challenge

State Bank of Pakistan (SEP) is schedule to announce the 2nd
monetary policy statement for the year FY17, on 24th Sep-16. We
expect discount rate to remain unchanged at 6.25% and policy
rate at 5.75%, contrary to market expectation of 25-50bps rate cut.
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Underlying domestic inflation pressure

In the previous monetary policy statement, the SBP kept the
discount rate unchanged at 6.25% as expected. The decision to
keep rate unchanged came broadly on two grounds, a) uncertain
global oil prices poses a risk to inflation outlook, and b) increased
economic activity may impact inflation — by that SBP primarily
meant rising M2 growth.

Private Sector Credit Off-take
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10% Inflation trajectory well in-line with SBP Projections

For the month of Aug-16, headline CPI inflation printed a
+3.6%Y0Y growth bringing 2MFY17, CPI inflation to +3.9%YoY
growth compared to +1.8%YoY in 2MFY16. On a monthly basis,
CPI recorded a decline of 0.3%MoM, the main downward drivers
o of monthly inflation were, food prices down by nearly ~1%MoM.
As a result, core inflation showed a muted growth trajectory. Given
the current trend, we estimate inflation for FY17 is likely to fall just
under SBP target of 4.5-5.5%. Hence, we feel the risk of inflation
off shooting SBP targeted inflation will be slightly higher in case of
Analyst further policy rate cuts.
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transmission in Pakistan is around 11 to 12 months, where after we can start seeing pick-up in private sector. As of Jul-16
ending, M2 growth has shown a +13.6%Yo0Y growth, with private sector credit showing a +12%YoY growth. With banks’

investments expected to show a muted growth in FY17, we see private sector credit likely to gain further traction. This
could potentially lead to additional expansion in M2 growth.
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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 priceon aforementioned security(ies) is more 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.
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