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Pakistan and IMF
IMF Releases First Review under SBA; Overall
Performance Satisfactory

= The IMF released first review under Standby Agreement (SBA) following
disbursement of USS 700mn post approval of IMF board on 11-Jan-2024.
Total disbursements under SBA now stand at USS 1.9bn out of the USS 3bn.

= IMF highlighted that SBA remains on track and the performance is
satisfactory where 6 out of 8 performance criteria’s have been met, 3 out of
4 indicative targets are met and 2 out of 3 structural benchmarks have been
met.

= |IMF has revised their macroeconomic indicators for Pakistan where GDP
growth for FY24 has been revised down to 2.0% from previous 2.5%. The
Fund has revised down average CPI estimate for FY24 to 24% from previous
25.9% with period end inflation revised upward from 16.2% to 18.5%.

We highlight some of the key points from the IMF's report under Stand-By
Agreement (SBA).

IMF Releases First Review Under SBA

The IMF released first review under Standby Agreement (SBA) following
disbursement of US$ 700mn post approval of IMF board on 11-Jan-2024.
Total disbursements under SBA now stand at US$ 1.9bn out of the US$
3bn. The 9 month program is set to expire in Mar-24 after successful
completion of second review.

Program remains on track; 2 new structural benchmarks added
IMF highlighted that SBA remains on track and the performance is
satisfactory where 6 out of 8 performance criteria’s have been met, 3 out
of 4 indicative targets are met and 2 out of 3 structural benchmarks have
been met. IMF has also included 2 new structural benchmarks pertaining
to semiannual gas tariff determination and internal controls in lending
system.

Revised Macroeconomic Indicators by IMF

IMF has revised their macroeconomic indicators for Pakistan where GDP
growth for FY24 has been revised down to 2.0% from previous 2.5%. The
Fund has revised down average CPI estimate for FY24 to 24% from

Analyst previous 25.9% with period end inflation revised upward from 16.2% to
Abdullah Farhan 18.5%. IMF projects fiscal deficit at 7.6% of GDP for FY24 while
Abdullah.farhan@igi.com.pk maintaining its primary surplus target of 0.4% of GDP. Current account
deficit has been revised down from 1.8% of GDP to 1.6% of GDP for FY24.
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Exhibit: Selected Economic Indictors

FY22 FY23 |FY24 FY25 FY26 FY27 FY28

Proj.

Real GDP growth % 6.2 (0.2) | 2.0 3.5 4.5 5.0 5.0
Consumer prices (period average) % change 121 29.2 (240 11.7 7.7 6.6 6.6
Gen. gov. overall balance (incl. grants) % of GDP (7.8) (7.7) |(7.6) (7.3) (5.7) (5.1) (4.6)
Gen gov. primary balance (underlying, excl. grants) % of GDP (2.3) (0.6) | 0.4 0.4 0.4 0.4 0.4
Gen. gov. debt (incl. IMF obligations) % of GDP 76.2 77.1 |72.8 709 69.7 67.7 657
Current account balance % of GDP (4.7) (0.7) |(1.6) (1.5) (1.5) (1.5) (1.6)
Gross official reserves USS bn 9.8 4.5 91 13.0 16.8 195 20.7
Gross official reserves months 2.0 0.8 15 2.0 2.4 2.6 2.7
Gross official reserves % IMF ARA meteric 413 19.6 |414 543 66.1 725 718

Source: IMF, IGI Research

Tighter monetary stance necessary to anchor inflation

IMF highlighted that tight monetary stance remains key to anchor
inflation. The Fund laid emphasis on Monetary Policy Committee (MPC)
needs to remain proactive and should respond swiftly if signs of
inflationary pressures reemerge.

Market based exchange rate

Maintaining a market based exchange rate is critical to absorb any
external shocks, build forex reserves and provide economic recovery. To
ensure that, Government has to refrain from formal and informal
restrictions and monitor informal exchange rate to identify market
dysfunction.

Energy sector reforms

IMF has emphasized continuation of energy sector reforms to eliminate
accumulation of circular debt at maintaining stock at PKR 2.3tn. To
achieve this the Fund has included structural benchmark of semiannual
gas tariff adjustment determination by 15-Feb-2024. Key measures for
power sector include timely notification of tariff adjustment for cost
recovery, conversion of PHPL debt to cheaper public debt, renegotiating
term of remaining PPAs and enhancement in collection efforts. For gas
sector, completely phasing out industrial captive power plants,
implementation of semiannual gas tariff adjustment, eliminating cross
subsidy to fertilizer producers and formalization of CD stock reduction
plan.

External risks remain high

The Fund highlighted that external inflows have been substantial during
THFY24 while support from multilateral and bilateral creditors has been
strong and assurances are in place. However, any slippages, insufficient
financing or elevated gross financing needs could derail path to debt
sustainability which is sustainable as of now under current scenario.

Part of [(5] Financial Services A APackages Group Company
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annual estimates for FY23.

Exhibit: Quantitative Performance Criteria and Indicative Targets Sep-2023 Dec-2023
Prog. Actual  Status Prog.
I. Quantitative Performance Criteria
Floor on net international reserves of the SBP USS mn |(14,550) (13,781) Met (13,800)
Ceiling on net domestic assets of the SBP PKR bn |15,048 14,410 Met 14,888
Ceiling on SBP's stock of net foreign currency swaps/forward position usS mn | 4,200 3,540 Met 4,000
Ceiling on net government budgetary borrowing from the SBP PKR bn 4,708 4,380 Met 4,708
Ceiling on the general government primary budget deficit PKR bn (87) (376) Not met (1,232)
Ceiling on the amount of government guarantees PKR bn 4,000 3,806 Met 4,050
Cumulative floor on targeted cash transfers spending PKR bn 88 90 Met 186
Il. Continuous Performance Criteria
Zero new flow of SBP's credit to general government - - Met -
Zero ceiling on accumulation of external public payment arrears by the
general government - - Met -
11l. Indicative Targets
Cumulative floor on general govt budgetary health & education spending PKR bn 465 482 Met 1,031
Floor on net tax revenues collected by the FBR PKR bn 1,977 2,042 Met 4,425
Ceiling on net accumulation of tax refund arrears PKR bn 32 (15) Met 43
Ceiling on power sector payment arrears PKR bn (155) 227  Not Met 64
Source: IMF, IGI Research
Exhibit: Pakistan Structural Conditionality
Actions Date Status
Structural Benchmarks
Fiscal
1 Commit to not grant further tax amnesties. Cont. Met.
2 Avoid the practice of issuing new preferential tax treatments or exemptions. Cont. Met.
3 Issuance by the Central Monitoring Unit (CMU) of its first periodic report on the performance  end-Dec23 In prog.
of SOEs, using latest available data, to the Federal Government.
Social
4 Inflation adjustment of the unconditional cash transfer (Kafaalat). end-Jan24 In prog.
Monetary and Financial
5 Average premium between the interbank and open market rate will be no more than 1.25 Cont. Not met.
percent during any consecutive 5 business day period.
6 Submission to parliament of amendments to align Pakistan’s early intervention, bank end-Dec23 In prog.
resolution, and crisis management arrangements with international good practices, in line
with IMF staff recommendations.
Energy Sector and State-Owned Enterprises
7 Notification of the annual rebasing (AR) for FY24 to take effect on July 1, 2023. end-Jul23 Met.
8 Improve state-owned enterprise (SOE) governance by: (i) operationalizing the recently end-Nov23  Not met.
approved SOE law into a policy that clarifies ownership arrangements and the division of
roles within the federal governments; and (ii) amending the Acts of four selected SOEs to
make the new SOE law fully applicable to those SOEs.
Climate
9 Cabinet adoption of a Climate-PIMA and PIMA action plan. end-Dec23 In prog.
Economic Statistics
10 Compilation and dissemination of Quarterly National Accounts for FY24Q1 and revised end-Nov23 Met.

New Structural Benchmarks

February 15, 24
March 8,
24

1 Notification of the December 2023 semiannual gas tariff adjustment determination.

2 Develop a plan to strengthen internal control systems in lending operations, including
updates to collateral policy and counterparty eligibility policy, in line with recommendations
from the 2023 Safeguards Assessment.

Source: IMF, IGI Research
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Exhibit: Pakistan: Selected Economic Indicators

FY23 FY24 FY25
Prog. Est. Prog. Proj. Proj.

Output and prices (Annual percentage change)

Real GDP at factor cost (0.5) (0.2) 2.5 2.0 3.5

GDP deflator at factor cost 26.0 26.1 25.9 24.0 11.7

Consumer prices (period average) 29.6 29.2 25.9 24.0 11.7

Consumer prices (end of period) 34.0 29.4 16.2 18.5 9.0

Pakistani rupees per U.S. dollar (period average) - 39.8 - - -

Saving and investment (Percent of GDP)

Gross saving 12.4 13.0 12.8 12.0 12.3
Government (5.5) (5.5) (5.4) (5.7) (5.2)
Nongovernment (including public sector enterprises) 17.9 18.5 18.2 17.7 17.4

Gross capital formation 2/ 13.5 13.7 14.7 13.6 13.8
Government 2.0 2.2 2.1 2.0 2.1
Nongovernment (including public sector enterprises) 11.5 11.5 12.6 11.6 11.7

Public finances

Revenue and grants 11.4 11.4 12.3 12.5 12.4

Expenditure (including statistical discrepancy) 18.9 19.2 19.8 20.2 19.7

Budget balance (including grants) (7.6) (7.7) (7.5) (7.6) (7.3)

Budget balance (excluding grants) (7.6) (7.8) (7.5) (7.7) (7.3)

Primary balance (excluding grants) (1.0) (0.8) 0.4 0.4 0.4

Underlying primary balance (excluding grants) 3/ (0.8) (0.6) 0.4 0.4 0.4

Total general government debt excl. IMF obligations 74.9 74.7 68.4 70.3 69.1

General government debt incl. IMF obligations 77.4 77.1 70.9 72.8 71.0

General govt. and govt. guaranteed debt (incl. IMF; % GDP) 81.8 81.3 74.9 76.8 74.7

Monetary sector (Annual changes in percent of initial stock of broad money, unless otherwise indicated)

Net foreign assets (3.3) (7.0) (0.4) 1.1 4.4

Net domestic assets 18.4 21.2 12.9 9.9 16.6
Credit to the private sector 0.3 0.8 2.4 1.5 5.6
Net claims on the government 14.2 13.5 14.5 17.8 14.8

Broad money (percent change) 133 14.2 14.5 11.0 21.0

Reserve money (percent change) 17.5 22.4 17.5 11.0 219

Private credit (percent change) 1.0 2.3 8.0 5.0 20.0

Six-month treasury bill rate (period average, in percent) - 18.3 - - -

External sector (Annual percentage change, unless otherwise indicated)

Merchandise exports, U.S. dollars (13.6) (14.2) 9.9 8.8 6.7

Merchandise imports, U.S. dollars (25.2) (27.5) 19.9 12.4 8.2

Current account balance (in percent of GDP) (1.2) (0.7) (1.8) (1.6) (1.5)

Financial account (billions of U.S. dollars) (2.5) (2.5) 9.7 9.3 10.9

(Percent of exports of goods and services, unless otherwise indicated)

External public and publicly guaranteed debt 276.0 258.9 267.5 258.9 253.4
Debt service 57.6 57.8 41.0 40.0 39.6

Gross reserves (in millions of U.S. dollars) 4/ 4,056 4,455 8,982 9,101 13,006
In months of next year's imports of goods and services 0.7 0.8 1.4 1.5 2.0

Memorandum items

Underlying fiscal balance (excl. grants; % GDP) 3/ (7.4) (7.5) (7.4) (7.5) (7.7)

Net general government debt (incl. IMF; % GDP) 72.4 72.1 67.1 68.9 67.6

Real effective exchange rate (annual average, percentage change) - (5.9) - - -

Real effective exchange rate (end of period percentage change) - (8.0) - - -

Terms of trade (percentage change) (1.7) (1.3) (6.9) (5.8) (0.2)

Real per capita GDP (percentage change) (2.4) (2.1) 0.5 - 1.5

GDP at market prices (in billions of Pakistani rupees) 84,665 84,069 108,910 106,577 123,604

Per capita GDP (in U.S. dollars) - 1,446 - - -

Population (millions) 231.6 231.6 236.2 236.2 240.9

GDP at market prices (in billions of U.S. dollars) - 338.2 - - -

Source: IMF, 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 |Gl 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 I1GI 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 I1GI 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: |G| 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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