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REP # 048

» Pakistan has record remarkable improvement in Current Account

Deficit (CAD) during FY24, reviving by c.79%YoY to merely USDé681mn, a
lowest CAD after 11 Years since FY13. It is to remember here that,
Pakistan has recorded Current Account Surplus for 4-months during

MPS Jul’'24: CAD marking ¢.79%YoY improvement

USDmn

Current Account Balance
Exports of Goods FOB
Imports of Goods FOB
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Jun-24 MoM YoY YoY

(329) 327% -167.1%
2,433 -187%  153% 31,00
45.8%

FY24, in the wake of austerity measures and ban on non-essential
imports earlier, during FY24. restricting imports at a sustainable levels,
along with the remarkable recovery of the exports to USD31.1bn, rising Imports of Services 1,055
by c.11.5%Y0Y, has notably improved the Trade Deficit during FY24 10 [epmeummrammm (415) 153.0% 167.7%  (2,313)
USD22.1bn, reviving by c.11%YoY. Even the cost of production has been |workers' Remittances 3158  -2.6%  44.4% 30,250
on the uncontrollable levels, during FY24, Electricity and Gas rates have [DirectInvestment in Pakistan 169  -37.6%  385% 1902
increased drastically by ¢.19%YoY and c.570%YoY respectively during [Portfoliolnvestment in Pakistan
FY24, the improving REER has induced the exports to remain [kl

Balance on Trade in Goods 106.2%  (22,077)
Exports of Services 640 -8.0% 8.3% 7,806

e SBP Gross Reserves 10,627 2.8% 87.5% 10,627

COFT] peTITIVG,. . . Import Cover (x) 1.87 0.07 0.29 0.17

> During Jun'24, CAD has again resurged mainly on account of [ o 7804 -01%  28% 28319
slowdown in foreign inflows, mainly from Exports, Remittances and FDI [gyrekr 29877 -10%  -44%  305.08 _
all slumped by c.19%MoM, c.3%MoM and c.38%MoM during Jun’24. This |arab Light (USD/bbl.) 8255  -18%  101% 8421 -0,

decline in exports during Jun'24 has also caused the TAD to risg Seurce:st,Ast Research
drastically by ¢.7.5%MoM to USD2.2bn compared to May’'24.

» The decline in exports during Jun'24, was mainly the reason of the
Textile sector exports which succumbed to higher cost of production,
and shutdown by many other textile units in the country, in the protest P X 5 ary oo
for higher cost of gas and power and the reversal of budget FY25 3’; :(M (2)(2); :g;’ 21:;’ 122; 12(15;
repercussions. The textile exports during Jun'24 has slumped by Ssremrares : : : : :

B).ama

c.14%MoM when comparing the May’24 export numbers of USD1..48bn.
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MPS Jul’'24: CAD marking ¢.79%YoY improvement

REP # 048 we have noticed,

» Amongst the value-added texfile exports,
Readymade Garments, Towels, Bedwear, and Knitwear all have
slumped during Jun'24 respectively by c.21%MoM, c.15%MoM,
c.13%MoM and c.6%MoM when comparing the month earlier levels.
This has been showing concerns for the textile sector. On the cost of
production side, these slowdown in the textile exports may likely
hamper the Gross Margins of the flagship companies in the sector, thus
contribution to the national exchequer will also be curtailed.

> In the Budget-FY25, the textile sector has been of the view to revert the
normal tax regime which is imposed on the sector on the condition of
the IMF, renewing the minimum tax regime in order for the sector to
flourish. Addition to this, the sector has also made concerns over the
higher markup rates for the financing. It is observed that as the interest
rates have started to rise to 22%, machinery financing has been
witnessed as plunging, marking the financing was mainly used for the
running finance and working capital management, but not for the
purposes of higher mechanizations, in efforts to improve textile exports.

Though the parity is getting stabilized, automation remained center of

concern.

» Even the USDPKR parity has started to move towards stabilization, up by

c.3%YoY during Jun’'24, foreign currency reserves have mainly been

utilized for the Transportation and Petroleum imports respectively
increased by c.14%MoM and c.68%MoM to USD190mn and USD1.46bn

when compared to May'24 import numbers.
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DO ) 4 0 0 i 0
Food Group 523 -12.2% 39.5% 7,082 49.4%
Textile Group 1,272 -14.0% 7.1% 16,301 -2.0%
Total Export as per BOP 2,433 -18.7% 14.8% 31,094 11.4%

DO D 4 0 0 4 0
Food Group 422 -17.7% -2.6% 7,111 -10.7%
Machinery Group 621 -26.8% 139.5% 7,406 67.1%
Transport Group 190 13.9%  198.7% 1,621 28.0%
Petroleum Group 1,459 7.1% 55.3% 15,162 -13.6%
Textile Group 354 -30.4% 7.3% 3,890 -14.8%
Total Imports as Per BOP 4,631 -8.1% 45.8% 53,184 2.0%
Source: SBP, ASL Research
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MPS Jul’'24: Remittances surging c.11%YoY during FY24 AM'I.%
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REP # 048 » Another reason that cause the CAD to worsen during Jun'24, has
mainly been noficed as remittances levels, even the month of Jun'24
was noticed, where the Eid-ul-Azha was celebrated and the
remittances from USA, GCC, EU, UAE and KSA were respectively
plunged by c.10%MoM, c.4%MoM, c.3%MoM, c.2%MoM and c.1%MoM
during Jun’'24. The decline in remittances was surprising for fthe
Economist to understand the behavior of the expats. Though, the
remittances has mainly been noticed as increased during FY24, robustly
by c.11%YoY to USD30.25bn when comparing the years earlier levels.

» It is to note here that, with the recovery and chances of monetary

Remittancesin USDmn

FY24 74235 mUAE.

easing scenarios appearing in the G20 countries, in the wake of easing 0 100 2000 3000 4000 500 6000 7000 8000
off Inflation numbers, down by ¢.300bpsYoY, c.270bpsYoY, source: 59,1 Researh
C.220bpsYoY, c.427bpsYoY during FY24 compared to the average CPI 6.00% 12.00%
of ¢.6.3%YoY, c.7.1%YoY, c.5.9%YoY and c.7.8%YoY recorded 5.00% 10.00%
respectively for US, UK, FRA and GER for FY24. 8 2.00% 5,005
» We have noficed, lowering off interest rates in the G20 countries, | & o
particularly, Canada has recently reduced LT rates by c.25bps during | $ %% $00% 5
Jun’24. On the broader side, FED has recently changed their minds with | = 2.00% 4.00%
changing interest rates sooner than anticipated, going forward. We 1.00% 2.00%
believe, with the inflationary pressures to ease off, the interest rates to 0.00% 0.00%
come down further in G20 countries, improving the purchasing power SYYIYIIRIRIRIIRIAIAIIILIS
of the consumer, thus, reviving the business confidence. Further, this 2788585522552 5858852885
may likely improve the and stabilize the remittances situation in T T e T e e
| __Pakistan, with the expats sending more for their loved-one. Jama
© Copyright 2022, Adam Securities Limited | All rights reserved TN T
n/AdamSecunues MIcompany/adamsecurmes W /adamSecurities g rLLmr'L‘fE:jaf::f?d,gg p—— o :urﬂr::dli”s;q ~ e ”,;L,b.“i'“f‘n 5 ‘_LJ')_MJ)‘?;-
sm.adamsecuriti www.jamapunji.pk

Stock Exchange Road, Karachi

@ fsm.adamsecurities o Adam Securities Limited @ fadamsecurities



MPS Jul’'24: Base Effect a Disguise for Masses at Large A‘“‘%
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REP # 048 » National Consumer Price Index (NCPI) to be announced for the month [E2Ie{DIES Weights Jun-24  Jul-24F
of Jul'24. We believe the cost push inflationary pressures to keep MoM 100% 2559  259.6 2352 1.4% 10.3%
inflation in concern. Further, the hiking of consecutive Electricity and [Feod & Non-alcoholic Bev.  34.6% 2643 267.5 2724 12% -1.8%
Gas tariffs (another IMF Condition) will likely keep the NCPI a cause for [Aleoholic Bev. &Tobacco  1.0% — 377.5 3858 3%8.2 22%  7.7%
|OW prChOSing power. Clothing & Footwear 8.6% 241.7 2425 2063 0.3% 17.6%
» During Jul'24, we believe the NCPI to rise on MoM basis, notably by [fovsing. Flect & Gas 236% 2402 2467 1918 2T% 28.6%
. . , . . Furnishing & Household 4.1% 268.3 269.9 2429 0.6% 11.1%
g.] 4% compared ’ro.m-erely 46bps rise recorded in Jun 24. This QIros’rlc Health 28%  o4hs 2487 2086 17%  19.3%
rise in .Iv\olv\. NCP.I will likely be the rgsul’ron’r effep’r of i) PAsSING-ON | ot 59% 2082 3196 986 37%  147%
Electricity prices, in @ k?lun’r step to raise b'ose tariff .by Rs.3.95/unit, i) | <. ronication 2.2% 1345 1343 1188 -04% 13.1%
Coqsequen’r effect of h|gher cost, on Food index, to rise by C.1.2%MOM | __ o s cuttore 6% 290 9787 2453 34%  13.4%
(Pensﬂhoble and l\-lon-—Perlshob-Ie to rise by c.5.2%MoM and ¢.3.9%MoM), |.4eation 2.8% 1096 2045 1723 24%  18.7%
Ond ”I) AﬂOTher hlke N POL F?HC?S by C34%MOM durlng JU|’24 Restaurants & Hotels 6.9% 266.5 2692 2422 1.0% 11.1%
> Itis to note here that, inflation is even rising, and the cost push fACtOrs |icceancous Goods 49% o089 2869 9517 0% 14.0%
have been inducing the masses to lower their purchasing power, the ssurce:pes, AsLreseareh
base effect on the other side have been playing a villainy role in

General

NCPl (Avg.) = = DR ———RIR (RHS)

disguising the public at large. The public, has been victimized of getting | ... 2% sam ol
the Huge Electricity bills, as the power charges have been noficed at | o e
drastic rise of ¢.570%YoY as of Jul'24. We believe the, as we have | 2o 4o
already mentioned in our earlier report Economy- ASL Valuation- Trade | 1507 0.0%
Deficit- NCPI- Review- FY24, the base effect to wane away during | "™ oo
2HFY25. We have a firm and intuitive projection of NCPI peaking above :Z g

c.20% during 4QFY25. On the basis of the base tariff hike relaxation
granted for upto 200 units consumers unitill TQFY25, the NCPI will likely
resurge in the wake of the implementation at large. E_,ama
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MPS Jul’24: SBP to take blunt Proactive stance AM'I.%
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REP # 048 » Though the signs of higher rate has been appearing, as the secondary
market yields have been on the trend of indicating a broader rate of m—7% Cho (RHS)  ==25-Jul24  —10-lun-24

: 25.00% — 0.00%
100bps-150bps. From the KIBOR rates to PKRV Yields, the rates have -, Fav 020%

been easing within the range of 5bps-161bps for the secondary market | 2000% 0.16% 040%
and 67bps-144bps for the KIBOR. Even the SBP has wide room for the 0.60%
rate cut during Jul'24, the IMF has also indicated to keep the monetary | % -080%
policy into proactive manner, consistently inclined for the disinflationary | 1000 “100%
scenario, moving forward. j}jﬂZj
> With respect to Cutoff yields, we have noticed, since the 15 rate cut, S00% -1.60%

after a time span of 1 Year, the yields for Money Market instruments | 0.00% -1.81% -180%
have notably reduced within the range of c.é6bps-77bps for different M M s 3 5Y o h
tenors from 3M to 1Yr. i

> As pe the latest Toill Auction, the SBP has raised Rs.481bn during 24™ i Chg.(RHS) —— 10-Jun-24 = 25-101-26

Jul'24 auction. We have noticed the participation remained strong all | 21.00% 0.00%
in all and the investors have invested confidently info Money Market | 2050% 0207
instruments, where Rs.207bn, Rs.142bn and Rs.73bn were raised from | 0% 040%
3M, 6M and 1Yr tenors respectively. Other than that, non-competitive | 1450 060%
bids have also raised around Rs.59bn. The participation in the Thill [ -0.80%
auction has been the hint that the rate to remain unchanged, as the . -1.00%
cutoff yields have minutely eased of within the range of 30bps-56bps, ) 120%
marking a strong and blunt scenario of keeping a proactive stance. 18.00% 140%
17.50% -1.60%
3M &M M 1Y
Source: SBP, ASL Research
© Copyright 2022, Adam Securities Limited | All rights reserved E-{ama
K idamsecutios (i) fompunyfscamsecirtes N [icamSecuitios guy formeEOSN B L, @) SOEESC St e
r@/sm.adamsecuri(ies o Adam Securities Limited @/adamsecurilies Stock Exchange Road, Karachi sm.adamsecuriti AR www.jamapunji.pk



Analyst Certfification & Disclosures AL

ADAM SECURITIES LIMITED

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 stafistical 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 fo 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-tier 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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