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C/A deficit lands at USD508mn during 9MFY24 43%

ADAM SECURITIES LIMITED

REP # 048 »  With administered measures by the GoP along with the implementation
on the verge of attaining new IMF bailout package has revived C/A
deficit of Pakistan to remarkable levels of USDO0.51bn during 9MFY24.
Further, the notable contribution was not any less than for the national
exchequer where imports have notably eased off by c.8%YoY, ’ ji
improving the trade deficit by c.25%YoY to USD15.76bn compared to| S | |
9MFY23 trade deficit of USD21.08bn. The significant recovery was| .
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noficed on the easing off rage from the petroleum import bill that
revived by c.40%YoY to USD4.42bn during 9MFY24, mainly on the easing
int'l average crude oil prices which recovered to USD83.86/bbl.
augmented by c.4%YoY compared to 9MFY23. = Sor 3 5 et

» Though, the imports have drastically increased by c¢.2.2%/c.7.0%

MoM/YoY during Mar'24, mainly on the recovery of the industrial sector| s T Eapors (USmm) | = REERRHS 10
along with the improving LC maftters. The major sectors that marked| ** 1
drastic rise in imports during Mar'24 are mainly Machinery and Textile zj: " N\
sectors that reflects the reviving performance of the industrial sectors| s ‘:m )95
during Mar'24. This notable rise in imports has cause the tfrade deficit to| 2w
rise by c.6.2%/c.11.2% MoM/YoY to USD1.93bn during Mar'24. 2100 %0
Uncompetitive REER causing Exports to slump by c.3.4% during CYTD o 5
» Since the remarkable appreciation in REER, exports of Pakistan has| s w0
drowned by ¢.3.4% on average during CY24TD. We have noficed REER|  #33§35885 8208008041898 88 1
has appreciated by ¢.5% which has been proving uninventive exports,| 2" <7728 722z naa028n82
particularly textile which is a valuable asset for the economy.
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C/A deficit lands at USD508mn during 9MFY24 43%

ADAM SECURITIES LIMITED
R It is to note here that during 9MFY24, Textile exports have slumped o YT : — )
USD12.25bn, .’r-umbhng by c.S.Q%YqY comparing the yeo.r-ecrher levels. Food Group 6L 4%  87%  53%  5.3%
Fur’rher, the rising REER has mainly mpoc’red the compe’rl’rlvene-ss of the  rextile Group 1361 44%  36% 12252 -5.3%
textile exports of the country. Additionally, we have also withessed, |cement U -361%  -43.1% 185 29.0%
drastic rise in cost of production of the export-oriented sector, in the [rotal Export as per Bop 2519  -0.6%  33% 23,030 9.2%

absence of unfavorable gas and power prices. Worth mentioning here e sep, ast research
is that, Value Added textile sector of the economy has slumped by
c.4.8%Y0Y during YMFY24, justifying the unjust to the fextile sector.

» The mayhem of the REER is that, if currency parity is to depreciate by
another 10%-15% (say: Rs.28-Rs.42), the import cost will drastically
increase which may further deteriorate the import cover, thus,
increasing the twin deficits to alarming levels.

» We believe the reduction of PKR in int'l markets may likely have [uso Food Group M= Textile Group  ——REER-RHS - 110
significant impacts on the stability of the economy, therefore, GoP, in |
collaboration with IMF and other int'l authorifies, should consider [%2©
incentivizing the export-oriented sectors of Pakistan. 1000

» On the food sector performance, we have noticed, the sector has been
reviving the exports, post recovery of the agriculture sector. Considering
the Agriculture sector contribution during last 3 Quarters, we have
withessed, the sector outperformed on average of c.6% with the | ,
remarkable recovery noticed during 1QFY24 where, agriculture sector
marked growth of 8.6% compared to 4QFY23.
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REP # 048

> National Consumer Price Index (NCPI) to clock in at ¢.18.6%YoY during

Apr'24. We believe the NCPI to ease off during Apr'24 mainly on the
post Ramadan effect which eases off inflated prices, particularly for
food sectors. It is also to notice here that, Government of Punjab
initiafive to bring Wheat prices down, reducing the support prices, will
likely cool off non-perishable food index to ease off by c¢.20bpsMoM
during Apr’'24. Further, we have noticed, Non-Perishable index will also
contribute in providing breather to the overall food index by c.1%MoM,
reducing by c.150bpsMoM during Apr'24. Amongst the food basket, we
have withessed, wheat, onion, tomatoes, banana and eggs prices have
respectively eased off by c¢.10.4%MoM, c.9.8%MoM, c.9.6%MOM,
c.3.67%MoM and c.2.6%MoM during Apr'24.

Considering the Electricity and Gas index, we have noticed, Govt. has
recently facilitated the consumers, by providing relief of Rs.3.82/unit on
Fuel Cost Adjustment. We believe the relief may likely decline the index
by c.3%MoM during Apr'24. As per the Govt. officials, the FCA relief
passed on for the month of Apr'24, which has reduced to Rs.4.92/units
from Rs.7.06/unit in the previous month of Mar’'24.

During the month of Apr'24, NCPI to rise by c.70bpsMoM mainly on the
MoM rise in Clothing, Transportation and Alcoholic & Beverages indices
which are to rise respectively by c.4.3%MoM, c.2.2%MoM and c.1.1%
MoM during Apr'24 compared to Mar’'24.
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NCPI Apr'24: Easing food prices contributing to waning inflation

Key NCPI Drivers

General

100% 264.5

Weights Mar-24 Apr-24F Apr-23 MoM YoY

A
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2662 2244 07% 18.6%

Food & Non-alcoholic Bev.  34.6% 293.4

Alcoholic Bev. & Tobacco 1.0% 365.8
Clothing & Footwear 8.6% 228.1
Housing, Elect. & Gas 23.6% 2442
Furnishing & Household 4.1% 265.5
Health 2.8% 236.7
Transport 5.9% 311.5
Commwnication 2.2% 134.8
Recreation & Culture 1.6% 256.7
Education 3.8% 187.5
Restaurants & Hotels 6.9% 266.4
Miscellaneous Goods 4.9% 276.8

290.5 2612 -1.0% 1 l.2%l
3700 3542 11% 4.5%

2380 2002 43% 18.9%
2370 1768 -3.0% 34.1%
2674 2262 07% 18.2%
238.1  200.1 0.6% 19.0%
3184 2847 22% 11.8%
1345 1178 -03% 14.2%
258.6 2314 0.8% 11.8%
188.9 1700 0.8% 11.1%
2673 2255 04% 18.6%
2788 236.1 0.7% 18.1%|

Source: PBS, ASL Research
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Yields Trend: Even fundamentally no Cut Expected AA!'I.%

ADAM SECURITIES LIMITED

REP # 048 > On the Fixed Income & Money Market side, we have noficed the yield oo m—24-ApI-24 = 31-Dec-23  —— % Chg (RHS) o
behavior has not been something to consider, this time around, while | © 6% 0.20%
forecasting the Interest rates, since most of the yields have been mixed. | ** 00%
Considering the Money Market Yields we have witnessed; participants -0.40%
have been presuming slowdown in secondary market yields for 6M and | %% a0
1Yr tenors respectively, going forward, inflationary pressures to ease off | s%%

-73%0.80%
to average out c.19% for the year CY24. Based on this, we can expect | ow=

15.00%

-1.00%
-1.20%
-1.40%

rate cut not earlier than the 1QFY25. Further, on the KIBOR scenario, we " m " Y Y R
have also withessed, markup rates for M and 1Yr. tenors in the banking ety —rera oo
industry have also revived back to below Dec’'23 levels, which is also an | 2% 0.40%
indication that the rates may going to be eased off as soon as there is 2:: 2 0.20%
ample capacity for the Monetary Policy Committee to consider this | . 0.00%
scenario, as per market consensus and reviving macros. 2120% 0.20%
> Weighing the International Donor counfries and Authorities views, | 2% il
20.80% -0.60%

particularly, IMF, WB and ADB along with Friendly donor countries, we s i
believe the Interest Rates in Pakistan to remain unchanged in near | M &M M 1Y '
future, since IMF and WB in their recent country reports on Pakistan have

. . . 01-Jan-24 17-Apr-24
sternly and firmly suggested to keep Policy Rates unchanged, in order fo [ 2] 7 x 7 e
reduce inflafionary pressures, thus, curbing the Aggregate Consumption |,y 20.96% 21.39% 0.43%
and inducing more savings. We believe the unchanged interest rates iy 20.84% 20.90% 0.05%
scenario may likely further, wane away pvt. sector credit along with the [sw 15.50% 15.48% -0.02%
ability of the individuals to borrow more personal loans. Summing up, we [10¥r 14.50% 14.35% 0.15%
believe the Interest Rates to remain unchanged till FY24. Source: SBP, ASL Research
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The research analyst(s) primarily involved in the preparation of this report, certifies that (1) the views expressed in this report accurately reflect his/her personal views about all of the subject
companies/securities and (2) no part of his/her compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report. Furthermore, it is stated that
the research analyst or any of its close relatives do not have a financial interest in the securities of the subject company aggregating more than 1% of the value of the company. Additionally, the
research analyst or its close relative have neither served as a director/officer in the past 3 years nor received any compensation from the subject company in the past 12 months.

Price Methodology:
To arrive atf our period end Target Price, Adam Securities Limited uses different valuation methods which include:
1) Discounted Cash flow method  2) SOTP method  3) Justified Price to Book Value method and  4) FCFE or FCFF method.

Company Specific Disclosures:

Adam Securifies Limited may, to the extent permissible by applicable law or regulation, use the above material, conclusions, research or analysis in which they are based before the material is
disseminated to their customers. Adam Securities Limited, their respective directors, officers, representatives, employees and/or related persons may have a long or short position in any of the securities or
other financial insfruments mentioned or issuers described herein at any time and may make a purchase and/or sale or offer to make a purchase and/or sale of any such securities or other financial
instruments from time to time in the open market or otherwise. Adam Securities Limited may make markets in securities or other financial instruments described in this publication, in securities of issuers
described herein or in securities underlying or related to such securities.

Research Dissemination Policy:
Adam Securities Limited endeavors to make all reasonable efforts to disseminate research to all eligible clients in a timely manner through either physical or electronic distribution such as mail, fax and/or
email. Nevertheless, not all clients may receive the material at the same time.

Disclaimer:

Adam Securities Limited has produced this report for private circulation only. The information and statistical data herein have been obtained from reliable sources to our knowledge where such
information has not been independently verified and we make no representation or warranty as o its accuracy, completeness or correction. This report makes use of forward-looking statements that are
based on assumptions made and information currently available to us and those are subject to certain risks and uncertainties that could cause the actual results to differ. This report is not a solicitation or
any offer to buy or sell any of the securities mentioned herein. It is meant for information purposes only and does not take into account the particular investment objectives, financial situation or needs of
individual recipients. Neither Adam Securities Limited nor any of its affiliates or any other person connected with the company accepts any liability whatsoever for any direct or consequential loss arising
from any use of this report or the information contained herein.

Rating System:

Adam Securities Limited employs a 3-fier rating mechanism i.e. Buy, Hold and Sell, which is based upon the level of expected return for a specific stock. Time horizon is usually the annual financial
reporting period of the company. If total expected return exceeds or equals to 15.0%, a Buy rating is issued. If total expected return falls or equals to 10.0%, a sell rating is issued. If refurn is in between the
two ranges, hold rating is assigned. Aforementioned ratings are subject to change on the basis of change in stock price, change in analyst’s estimates, change in assessment of company’s business risk

or a combination of these factors. .
Stance Ciriterion

Buy >15.0%

<10.0%
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