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Monthly Inflation Review 

July-22: Inflation Tops to a multi-year of +24.9%; More 
Pain on the Horizon 

We review latest Consumer Price Index (CPI) growth numbers published by Pakistan 

Bureau of Statistics (PBS) for the month of Jul-22. 

Inflation Tops to a multi-year of +24.9% 

For the month of Jul-22, monthly inflation tops a 14yr high to 24.9%y. On a monthly 

basis, index grew by +4.34%m. For urban and rural price indices posted a growth of 

+23.6%y and 26.9%y respectively. On a monthly basis urban inflation jumped by 

+4.5% compared to slightly slower rural growth of +4.2%m.  

Exhibit: Jul-22, Monthly inflation 

  Weight Jul/22 Jul/21 y/y Jun/22 m/m 

National 100.0% 183.4 146.8 24.9% 175.7 4.3% 

Food and Non-alcoholic Bev.  34.6% 195.3 151.7 28.8% 187.7 4.0% 

Alch. Beverages & Tobacco 1.0% 177.3 144.7 22.5% 170.3 4.1% 

Cloths/ Footwear 8.6% 171.4 149.6 14.6% 169.6 1.1% 

HWEGF 23.6% 173.0 142.1 21.8% 159.0 8.8% 

Household Equipment 4.1% 171.4 143.2 19.7% 168.6 1.7% 

Health 2.8% 171.7 154.3 11.2% 171.3 0.2% 

Transport 5.9% 245.3 148.9 64.7% 232.1 5.7% 

Comm. 2.2% 111.2 109.9 1.2% 110.8 0.4% 

Recreation & Culture 1.6% 147.9 128.2 15.4% 145.6 1.6% 

Education 3.8% 159.5 145.3 9.8% 158.7 0.5% 

Restaurants & Hotels 6.9% 179.8 143.9 25.0% 174.7 2.9% 

Misc.  4.9% 180.7 154.3 17.1% 177.8 1.6% 

Source: PBS, IGI Research 

Food, Utility and transport added the most to monthly inflation  

Major contribution during the month came from Food and Utility/rent carrying index 

weight of 34.6% and 23.6% respectively. Food price index posted a growth of 

+5%m/m (+30%y/y). Perishable food items such as vegetables showed massive jump  
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 For the month of Jul-22, monthly inflation tops a 14yr high to 24.9%y. On a 
monthly basis, index grew by +4.34%m. For urban and rural price indices posted a 
growth of +23.6%y and 26.9%y respectively. 

 Major contribution during the month came from Food and Utility/rent carrying 
index weight of 34.6% and 23.6% respectively. Food price index posted a growth of 
+5%m/m (+30%y/y). Under non-food items electricity charges registered a massive 
+39%m/m increase, owing to recent increase in tariff by NEPRA. Seconded by, 
Motor fuel which is up by +7.35%m/m. 

 The fact that we are still in the middle of adjusting to increasing electricity tariffs, 
imported inflation due to higher exchange rates, elevated global commodity prices, 
and fuel prices hike, and finally the second round effects of these adjustments. This 
will keep overall CPI elevated in the near term.  
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of +25%m/m, while, non-perishable Food Items including pulses increased by 

+10%m/m on an average.  

Under non-food items electricity charges registered a massive +39%m/m increase, 

owing to recent increase in tariff by NEPRA. Seconded by, Motor fuel which is up by 

+7.35%m/m; reflecting the price increase to PKR 241/ltr for Motor Sprit Oil (MS) and  

PKR 270/ltr for High Speed Diesel (HSD) by Jul-22 end, from PKR 180/ltr and PKR  

174/ltr for MS and HSD respectively recorded during Jun-22.  

Outlook: More Pain on the Horizon? 

On the outlook, we think inflation pain is likely to persist in the near-term unless 

there are some positive surprises on energy prices (Electricity, Gas, POL etc.).  

Having said recent report from IMF suggests global inflationary levels are all set to 

decline,  

“Inflation is generally expected to return to near pre-pandemic levels by the end of 

2024.” 

Exhibit: IMF Inflation Expectations 
Global inflation is expected to slowdown  
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…But risks plenty 

“With increasing prices continuing to squeeze living standards worldwide, taming 

inflation should be the first priority for policymakers. Tighter monetary policy will 

inevitably have real economic costs, but delay will only exacerbate them.” -- IMF 

WEO July 2022 (Link) 

Adjusting to administrative energy price hike and PKR depreciation will elongate 

the inflationary pain  

For Pakistan, the case of inflation is rather different, mainly as we adjust to 

administrative energy price hike and PKR depreciation.  

By simply assuming a no monthly increase in inflation, low base effect from last year 

will keep CPI growth numbers in its early 20% at least till Oct-22. From there 

onwards, low base effect will ward off bringing inflation growth numbers back to 

teens.  

Exhibit: Inflation Expectations 
Based on monthly increase in CPI Inflation 

 

However, we are certain this might be not be case and inflation is likely to print a 

monthly growth in the range of 0.5%-1.5% on average.  

The fact that we are still in the middle of adjusting to increasing electricity tariffs, 

imported inflation due to higher exchange rates, elevated global commodity prices, 

and fuel prices hike, and finally the second round effects of these adjustments. This 

will keep overall CPI elevated in the near term.  

Finding a trade-off between inflation and growth 

Elevated inflation will and is complicating the trade-offs State Bank of Pakistan (SBP) 

is facing, choosing between containing price pressures and safeguarding growth. The 

monetary statement announced in Jul-22, SBP raised policy rate further by 125bps to 

15% to prevent de-anchoring of inflation expectations of 18-20%. Hence for the time 

being we think, SBP is more likely to keep inflation anchoring as it main agenda.  
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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, 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 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. The subject 
Company (ies) is a client of the IGI 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: 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 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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