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Pakistan-IMF Concludes Staff Level Visit

= According to the statement, the IMF team, led by Mr. Nathan Porter,
expressed its appreciation for the commitment shown by the Prime
Minister of Pakistan to implement policies aimed at promoting
macroeconomic stability.

» The successful completion of the IMF review will unlock significant
funding from both bilateral and multilateral partners and provide
crucial support to Pakistan's dwindling foreign exchange reserves,
which currently stand at US$ 2.9bn.

We highlight some of the key points from press release issued post
conclusion of IMF Staff visit to Pakistan, and thereon media briefing
session done by Finance Minister.

IMF Concludes Staff Level Visit of 9th Review with Commitment-
Linked Disbursements

The International Monetary Fund (IMF) has recently released a press
statement regarding the conclusion of its staff visit to Pakistan for the 9th
review of the IMF Extended Fund Facility (EFF) arrangement. According to
the statement, the IMF team, led by Mr. Nathan Porter, expressed its
appreciation for the commitment shown by the Prime Minister of Pakistan
to implement policies aimed at promoting macroeconomic stability.

“The IMF team welcomes the Prime Minister's commitment to implement
policies needed to safeguard macroeconomic stability and thanks the
authorities for the constructive discussions.” — IMF Press Release

Broad Economic Corrective Measures Laid Out by IMF
The IMF has outlined several key measures aimed at achieving this

stability;
Analyst

= Allow the exchange rate to be market determined to gradually
eliminate the foreign exchange shortage

Abdullah Farhan
Abdullah.farhan@igi.com.pk

» Enhancing energy provision by preventing further accumulation of

Aariz Raza circular debt and ensuring the viability of the energy sector
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» Resolute financial support from official partners are critical for
Pakistan to successfully regain macroeconomic stability and
advance its sustainable development.
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IMF Disbursement of US$1.2bn Hinges on Successful Review of
MEFP by Pakistan

In a subsequent media briefing session, the Finance Minister of Pakistan,
Ishaq Dar, stated that the authorities have received a draft of the
Memorandum of Economic and Financial Policy (MEFP) and will be
reviewing it over the weekend. If the review is successful and the Staff
Level Agreement (SLA) is reached, the disbursement of US$1.2bn (~840mn
SDR) will take place. This will bring the total disbursements under the EFF
to US$5.1bn, or 78% of the total allocation. To recall, the IMF authorities
extended EFF until end-June 2023, and raised the amount to US$ 6.5bn
(link), as to accommodate the adverse developments on economic and
political front which stalled program progress post Apr-22.

Exhibit: Timeline of Pakistan and IMF reviews under EFF

Date Review
3-Jul-19  IMF Approves USS$6 billion 39-Month EFF Arrangement
8-Nov-19  1st Review Staff-Level Agreement
19-Dec-19  1st Review Concludes
27-Feb-20  2nd Review Staff-Level Agreement
16-Apr-20  USS 1.386bn Disbursement to Pakistan to Address the COVID-19 Pandemic
16-Feb-21  2nd, 3rd, 4th and 5th Review Staff-Level Agreement
24-Mar-21  2nd, 3rd, 4th and 5th Review Concludes
21-Nov-21  6th Review Staff-Level Agreement
2-Feb-22  6th Review Concludes
13-Jul-22  7th and 8th Reviews Staff-Level Agreement
29-Aug-22  7th and 8th Reviews Concludes
9-Feb-23  9th Review Staff Visit Concludes

Source: IMF, IGl Research

Finance Minister Briefs on Key Elements of IMF Agreement for
Pakistan's Economic Stability

The Finance Minister also highlighted some key points during the media
briefing;

=  Government's is hopeful on receiving financial support from
friendly countries in the range of US$5-7bn.

= He also stated that the new taxes introduced will be worth PKR
170bn, contrary to media reports of PKR 600-700bn. Additionally,
the Petroleum Development Levy (PDL) on motor gasoline (MS)
will remain unchanged at PKR 50/litre, but will increase by a total
of PKR 10/litre for High Speed Diesel (HSD) by April 2023.

= The government will also increase the fund size for the Benazir
Income Support Program (BISP) by PKR 40bn from budgeted PKR
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360bn, to protect the low-income group, while reviewing and
removing unbudgeted subsidies.

» The Finance Minister stated that efforts will be made to eliminate
any further buildup of circular debt in the gas sector, in line with
IMF requirements. However, the Finance Minister did not disclose
the specifics related to resolution of circular debt.

Modest Inflation Expectations Ahead: Reduced Taxes and No Pass-
On to Low-Income Consumers

The successful completion of the IMF review will unlock significant
funding from both bilateral and multilateral partners and provide crucial
support to Pakistan's dwindling foreign exchange reserves, which currently
stand at US$ 2.9bn. Furthermore, the actual tax amount of PKR 170bn is
lower than the initially estimated amount of PKR 600-700bn, which was
perceived as inflationary.

While we are unsure on the specifics of government plans to resolve
circular debt, but going by OGRA and NEPRA, tariffs needs to go up
significantly in order to restrict additional circular debt accumulation.
However, as per the news, the Government has contested with IMF on
keeping the protected segment of the economy away from such potential
increases of energy tariff.

Henceforth, by keeping the tax amount low and whether the government
will be successful in not passing on the impact of circular debt
adjustments through higher electricity or gas tariffs to low-income
consumers, inflation expectations are expected to remain modest than
initially envisaged.

Exhibit: Foreign Exchange Reserves Exhibit: Headline Inflation (historical)
As of latest, SBP reserves stand at US$2.9bn leaving less For the month of Jan-23 CPI rose to a multi-year high of

than a month of import cover.
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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 |G| 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
|G| Finex Securities Limited, else directed for distribution.

Rating system: |Gl 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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