Daybreak

Monday, 24 October 2022

IG1

Securities

Strategy

Exhibit: Total Foreign investments

hampered due to Pakistan under FATF

grey list
9.0
8.0 ka 2
I B T 3
6.0 © g 5
X 5 5
5.0 B
O_l
4.0 &%
3.0 25
2.0
o TR T
) |
O 00 O N < VW 0 O
100 @ @ 9@ d 4 o 494 o o
o O O O O O O O o
N N N o~ N N N N N
Analyst

Abdullah Farhan
Abdullah.Farhan@igi.com.pk
Tel: +92 21 111 234 234 Ext: 912

Aariz Raza
Aariz.Raza@igi.com.pk
Tel: +92 21 111 234 234 Ext: 810

I Removed

Strategy
Pakistan Gets Cleared Off On FATF Grey List

e The Financial Action Task Force has decided by consensus that Pakistan has
completed all substantial, technical and procedural requirements of both 2018 and
2021 Action Plans. As a result, Pakistan has been taken out of the list of
jurisdictions under increased monitoring, with immediate effect.

e Since 2008, Pakistan had a rollercoaster ride in meeting The Financial Action Task

Force (FATF) Anti-money Laundering (AML) and Combat Terrorism Financing (CFT)
standards.

e  Apart from this, removal from FATF grey list means easing trade financing terms
from global private banks which could potentially favour country’s export. And
more importantly, a possible credit rating upgrade for Pakistan could soon follow,
making it easier to reach out external debt markets.

We review recent Pakistan removal from the FATF grey list and the potential implications it
holds for economy.

Pakistan finally gets cleared off the FATF grey lists

Since 2008, Pakistan had a rollercoaster ride in meeting The Financial Action Task Force
(FATF) Anti-money Laundering (AML) and Combat Terrorism Financing (CFT) standards.
Pakistan was initially placed on FATF grey-list back in Feb-08, and was later removed by Jun-
10. Then again placed on grey-list in Feb-12 and later to be removed again in Feb-15. In Jun-
18 Pakistan was placed again in grey-list and after a period of nearly 4 years Pakistan finally
cleared-off the grey-list.

In a press release by ministry of foreign affairs;

“The Financial Action Task Force has decided by consensus that Pakistan has completed all
substantial, technical and procedural requirements of both 2018 and 2021 Action Plans. As a
result, Pakistan has been taken out of the list of jurisdictions under increased monitoring,
with immediate effect.”

Potential implications of removal from grey list;

= The economic situation in Pakistan, notably the financial services sector, has been
significantly impacted by this grey-list particularly with respect to CFT action plans.
Nevertheless, now being compliant with FATF, both CFT and AML standards and out of the
Grey List, we can expect formal channelizing of funds in Pakistan financial sector increasing
financial inclusion on one hand. But a major benefits will be increase in international
investments both in terms of portfolio and direct investments; which have shied away
during the times when Pakistan was under FATF grey-list.

Moreover, concerns of FATF non-compliance also had implication on Pakistan ongoing
International Monetary Fund (IMF)’s USS 6.0bn Extended Fund Facility program as well;
with one of the terms pertained to adhering to FATF regulations. Hence with the IMF
review due to next month in Nov-22, for disbursement of US$ 1.0bn we can expect some
good news on that platform.

“Adoption of measures to strengthen the effectiveness of the AML/CFT framework to
support the country’s efforts to exit the Financial Action Task Force (FATF) list of
jurisdictions with serious deficiencies.” -- IMF Structural Benchmark conditions (2022)
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= Apart from this, removal from FATF grey list means easing trade financing terms from
global private banks which could potentially favour country’s export. And more
importantly, a possible credit rating upgrade for Pakistan could soon follow, making it

easier to reach out external debt markets.

Exhibit: Pakistan Total Foreign Investments

Pakistan being in the grey list had its ramification on foreign investment inflows
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Exhibit: Pakistan FATF timeline of majors events

2008
2010
2012
2015
2018

2019

2020

2021

2022

28-Feb-08
1-Jun-10
16-Feb-12
26-Feb-15
28-Jun-18
16-Aug-18
8-Mar-19
25-Jul-19
25-Aug-19
18-Oct-19
29-Oct-19
21-Feb-20
24-Jun-20
6-Oct-20
23-0ct-20
19-Nov-20
8-Jan-21
8-Jan-21
25-Feb-21
19-May-21
25-Jun-21
4-Jul-21
21-Oct-21
4-Mar-22
8-Apr-22
14-Jun-22
17-Aug-22
29-Aug-22
2-Sep-22
21-Oct-22

Pakistan was placed on the FATF grey-list after being unable to meet AML and CFT standards
Pakistan Taken off the FATF Monitoring list after country showed progress.

Pakistan placed on grey-list again for non-compliance of AML and CFT

Pakistan was removed from grey-list

Pakistan placed on grey-list again for non-compliance of AML and CFT

Deficiencies were found in Pakistan implementation of FATF compliance action plan.
Pakistan ban high-risk outfits in order to comply with FATF terms.

Special unit setup along with Federal Board of Revenue (FBR) to comply with FATF action plans
PM setups special body fully committed to meet FATF targets

Pakistan urged to complete action plan review by February 2020.

FATF cell establish to finally ensure implementation of FATF action plans

FATF keeps Pakistan on grey-list, but acknowledges progress.

FATF plenary meeting does not take up Pakistan case.

SECP meets all FATF related conditions

FATF keeps Pakistan on grey-list, meeting all 21 compliance points.

JuD (Hafiz Saeed) sentenced to a 5 years of prison.

SBP meets all FATF related conditions

LeT (Zakiur Rehman) sentenced to 5 years of prison.

FATF keeps Pakistan on grey-list, citing 3 of the 27 points still needs to be addressed.

FIA setup special squad to curb money laundering.

FATF keeps Pakistan on grey-list, citing 1 of the 27 points still needs to be addressed.

NAB setup special cell to curb money laundering and terror financing.

FATF keeps Pakistan on grey-list, citing increased monitoring.

FATF keeps Pakistan on grey-list, citing to address the remaining deficiencies.

JuD (Hafiz Saeed) sentenced increased to 33 years.

Pakistan found compliance on all 34 action items, FATF for an official on-site visit to Pakistan.
Pakistan Civil Aviation implements FATF standards.

15 members of FATF pays an on-site visit in Pakistan

APG releases rating of Pakistan placing it 'Low' on international AML standards.

FATF clears Pakistan off the grey-list

Source: FATF, Dawn.com, |Gl Research
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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 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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