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Domestic MS retail prices breakup
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Petroleum Prices
Government raise POL prices to break the impasse over
stalled IMF negotiations

e The government has recently raised the retail prices of Petroleum products, a
much awaited decision. As per the news print Mogas / HSD / LDO and Kerosene
prices have been raised by PKR 30.0/Itr.

e Torecall, the government fixed the pol prices starting 1st March, 2022 at PKR 150
& 144/Itr for MS and HSD respectively, amid its negative implication on domestic
inflation.

e The decision to raise prices will fore mostly it help Pakistan authorities resume its
negotiations with IMF, paving way for the 7th IMF review worth US$ 900mn.

e on domestic inflation we estimate the direct impact of PKR 30/Itr change in pol
prices will pump up Headline Inflation

e on domestic inflation we estimate the direct impact of PKR 30/Itr change in pol
prices will pump up Headline Inflation

Government revised up POL prices

The government has recently raised the retail prices of Petroleum products, a much
awaited decision. As per the news print Mogas / HSD / LDO and Kerosene prices have
been raised by PKR 30.0/Itr. This price revision is certainly going to help Pakistan
resume stalled negotiations with International Monetary Fund (IMF).

“In the fiscal side, there have been deviations from the policies agreed in the last
review, partly reflecting the fuel and power subsidies announced by the authorities
in February. The team emphasized the urgency of concrete policy actions, including
in the context of removing fuel and energy subsidies and the FY2023 budget, to
achieve program objectives. - IMF Staff Concludes Visit to Pakistan (25 May, 2022)

Reduced POL price subsidy by PKR 30/Itr or 20%...

To recall, the government fixed the pol prices starting 1st March, 2022 at PKR 150 &
144/1tr for MS and HSD respectively, amid its negative implication on domestic
inflation. As a result the price differential claim (PDC) per Itr reached a PKR 47/Itr and
PKR 87/Itr respectively for MS and HSD by 16th May, 2022. The recent decision has
cut down the pdc by PKR 30/Itr each for MS and HSD, taking the retail prices to PKR
179.9/Itr and PKR 174.6/Itr respectively for MS and HSD.

...will aid in IMF negotiations, but domestic inflation all set to rise

The decision to raise prices will fore mostly it help Pakistan authorities resume its
negotiations with IMF, paving way for the 7th IMF review worth US$ 900mn.
Secondly, on domestic inflation we estimate the direct impact of PKR 30/Itr change in
pol prices will pump up Headline Inflation by 0.55% on a monthly basis considering
its 2.74% weightage in national CPI basket. Moreover, as per news print, government
will be further slashing subsidy under price differential claims (PDC) by PKR ~70/Itr by
June 2022, which in our view will further push domestic inflation. Hence we
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suspect a headline inflation could rise over 17.5% in the coming 2-3months not
incorporating the electricity price increase as yet. Thirdly, rise in domestic oil prices
will generally reduce overall domestic pol consumption, but given the inelastic

nature the decline will be rather disproportional, hence we see limited reduction in
Pakistan oil imports.

Exhibit: POL Prices since Subsidy announced in Mar-2022

1-Mar-22 16-Mar-22 1-Apr-22 16-Apr-22 1-May-22 16-May-22 27-May-22
MS
Ex-Refinery Price 135 161 162 159 167 184 184
IFEM & Margins 13 13 12 12 13 13 13
PDL 2 - - - - - -
PDC - (23) (24) (21) (30) (47) (17)
Sales Tax - - - - - - -
MS/Itr (rhs) 150 150 150 150 150 150 180
HSD
Ex-Refinery Price 135 169 177 187 208 222 222
IFEM & Margins 10 10 10 10 10 10 10
PDL - - - - - - -
PDC - (35) (42) (52) (74) (87) (57)
Sales Tax - - - - - - -
HSD/Itr (rhs) 144 144 144 144 144 144 175

Source: OGRA, |Gl Research
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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 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 1GI 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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