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Exhibit: Fan chart indicates CPI
has peaked out and likely to drop
in the near term
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Monetary Policy Statement
Inflationary Pressures Mounting: SBP Expected to
Raise Rates by 150bps

e We expect the policy rate to increase by +150bps taking it to 23.5% as SBP
is likely to view projected average CPI trajectory for the FY24 that has
increased since the last monetary policy meeting. CPI for the month of
Sept-23 likely to cross 30%y mark due to low base effects, rising energy
and food prices, and deteriorated PKR against the greenback.

e Since the last monetary policy meeting on the 31st of July, short-term
secondary market yields have sharply adjusted upward by almost +78-
152bps, suggesting hike in the policy rate coming.

e Energy prices particularly oil prices have escalated to multi-month highs
that have raised the cost of production for industries. Some key interest
rate events particularly in the US and Europe are yet to be watched later
this month in driving global demand on a forward basis.

The State Bank of Pakistan (SBP) is scheduled to announce Monetary
Policy Statement (MPS) on Thursday 14th September 2023.

Expecting rate hike by 150bps as average CPI expectations
worsened since last MPC meeting

We expect the policy rate to increase by +150bps taking it to 23.5% as
SBP is likely to view projected average CPI trajectory for the FY24 that has
increased since the last monetary policy meeting. As per a market survey
conducted by CFA Society of Pakistan, almost 98% of the total participants
expect rate hike, out of them 50% expect rates to climb by 100-200bps.

Average CPI for the FY24 slightly elevated

Average Inflationary projection for the FY24 has slightly increased to 23-
24% from previous estimation of 20-22% that calls for proactive approach
to increase key rates further in order to anchor expectations going
forward. CPI for the month of Sept-23 likely to cross 30%y mark due to
low base effects, rising energy and food prices, and deteriorated PKR
against the greenback.

Secondary market yields climb

Since the last monetary policy meeting on the 31st of July, short-term
secondary market yields have sharply adjusted upward by almost +78-
152bps, suggesting hike in the policy rate coming. Long-term yields adjust
upward moderately as inflation seems to be sticky in the medium term.
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Exhibit: Secondary Market Yields Exhibit: S&P GSCI Commodity Indexes
Both short and long term yields have jumped since last Commodity prices have moderated since the global central
monetary policy announcement banks increased key rates; however, a recent surge in energy
prices can be seen owing to tightening concerns
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Exhibit: PKR depreciates further Exhibit: Key CPI indices have peaked out
Since the last SBP monetary policy meeting, PKR has Key CPI indices have peaked out and are likely to trend south
depreciated from 286 to 298, depicting a decline of 4.1% going forward
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Source: PBS, Investing, Khistocks, S&P Global, IGI Research

Outlook:

The Monetary Policy Committee (MPC) in its previous review on 315t July
kept the key rate unchanged owing to reduced economic uncertainty,
external challenges, and improved investors’ confidence after a successful
IMF SBA review. Furthermore, MPC believed that the current tightening
stance was appropriate and that the real rates on a forward-looking basis
were positive. Moreover, inflation was projected to remain in its
downward trend, decelerating further below 20%y later in 3gFY23. In
addition to that, SBP estimated the average inflation rate for FY24 to
remain within the range of 20-22%.
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Since that review, a couple of events have developed that may influence
SBP to act proactively by increasing the policy rate by +150bps. PKR has
depreciated sharply against the greenback amid a surge in imports since
the withdrawal of restrictive policies. Further, energy prices particularly oil
prices have escalated to multi-month highs that have raised the cost of
production for industries. Some key interest rate events particularly in the
US and Europe are yet to be watched later this month in driving global
demand on a forward basis.
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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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