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Monetary Policy Statement

MPC Likely to Raise Policy Rate by +100bps as
CPI Jumps to Record +35.4%y/y

= We expect policy rate to rise by +100 bps to 21%. Our expectations is in
line with market consensus.

= Since the last monetary policy meeting on 2" of March, short term
secondary market yields have adjusted upward by almost +140bps,
suggesting +100 hike in policy rate.

= Furthermore, the recent CPI release for the month of April-23 came at
35.4%y, which is even hotter than Feb-23 figure, albeit on monthly basis
slightly dropped to +3.7%. This brings NFNE inflation close to +21%y/y
growth.

We review Feb-23 National CPI numbers published by Pakistan Bureau of
Statistics (PBS).

Expecting another hike of +100bps as inflation breaks historic
record

We expect policy rate to rise by +100 bps to 21%. According to market
consensus (CFA Pakistan Survey), 66% of the market participants expect
+100-200bps jump, 17% expect +100bps increase, 12% expect more than
+200bps increase, while only 5% anticipate status quo.

Secondary markets yields adjust upwards

Since the last monetary policy meeting on 2" of March, short term
secondary market yields have adjusted upward by almost +140bps,
suggesting +100 hike in policy rate. Long-term yields remain relatively
flat.

Exhibit: Short-term secondary market yields have adjusted upward by almost +140bps
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46.0 Recent Hot CPI Data Calls for Proactive Approach to Anchor

;‘:'g 354 Expectations on Forward Basis

31:0 SBP in the last MPS in Mar-23 increased the policy rate by +300bps and
2.0 304 increased its average inflation projections from previous 21-23% to 27-
21.0 29% for FY23, putting weight behind Feb-23 sharp month-on- month
16.0 inflation growth of 4.3% and 31.5% year-on-year basis respectively.

11.0 Furthermore, the recent CPI release for the month of April-23 came at
6.0

35.4%y, which is even higher than Feb-23 figure, albeit on monthly basis

slightly dropped to +3.7%. This brings NFNE inflation close to +21%y/y
growth.
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Exhibit: National CPl Heat Map

Mar-23  Feb-23 Jan-23 Dec-22 Nov-22 Oct-22 Sep-22 Aug-22 Jul-22 Jun-22 May-22 Apr-22 Mar-22
27.6 245 23.8 26.6 23.2 27.3 249 213
35.5 31.2 36.3 31.7 29.5 28.8

General
Food

Transport 412 442 534 31.8
Utility/Rent 78 69 99 119 135 58
Essentials 144 144 154 147 137 134 117 12 99

Disc.

31.0 28.6 27.2 27.2 26.1 23.6 20.8 18.7

Outlook:

Pakistan is currently going through stagflationary environment. High
inflation numbers are the product of rising food prices, fiscal tightening
and PKR adjustment. The sharp PKR depreciation raised the cost of
imports, most notably fuel costs. Government during the month of Feb-23
took tightening measures to unlock multilateral funding to support its
dwindling reserves. Furthermore, more developments have emerged
recently. OPEC+ announcement of major production cuts, which raises
concern for another imported inflationary shock if Pakistan fails to procure
oil from Russia at discounted rates. SBP has also normalized imports that
can put pressure on floating PKR. Keeping ceteris paribus in view, we
believe that CPI should drop by Jun-23 owing to strong base effect, but if
commodities prices and PKR spike from their current levels, and Pakistan
fails to induct Russian oil cargoes, then CPl may remain stagnated at
higher levels for some time.

Part of [ Financial Services

A A Packages Group Company
Important Disclosures at the end of this report



IG1

Securities

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
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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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