REP # 048

Economy | Update | CAD | NCPI | Preview | May’24 AV

ADAM SECURITIES LIMITED

Date: 24 Jun'24
Hafiz Muhammad Saeed Khalid Siddiqui
Email: saeed.khalid@adamsecurities.com.pk
Tel: +92-21-32440519 EXT: 117
Cell: +92-331-1326666
© Copyright 2022, Adam Securities Limited | All rights reserved -g)ama
& i oo . o unji
/AdamSecurities Jcompany/adamsecurities '‘AdamSecurities Room# BO6-814, 8th Floor, fo@adamsecuritiescom.pk 2 =
n h m P ' h g Mair.npamtanlStcck Excr:ange Building, guam;écun';esgiszgya;:o‘éam 922 gz'{;glg;i ?‘5%”9 UL atipaa s St glaee
Stock Exchange Road, Karachi sm.adamsecurities@gmail.com ARSIV SASIT www.jamapunji.pk

@ /sm.adamsecurities o Adam Securities Limited @ /adamsecurities



REP # 048

Pakistan records CAD of USD270mn during May’'24

Post consecutive posting of surplus for last 3 Months, the Current
Account records deficit of USD270mn during May’'24, compared
to the surplus of USD4?21mn and USD155mn respectively during
Apr'24 and May’'23. Despite MoM rise in exports and remittances
respectively by c.14% and c¢.15% during May’'24, the occurrence
of the CAD was mainly the reason of the recording of higher BTD
(Balance of Trade Deficit) during May'24, up by c.12%MoM to
USD2.04bn when comparing the corresponding periods. The BTD
was mainly witnessed during May’'24 on the happening of drastic
increase in imports during May'24 by ¢.13%/c.34% MoM/YoY when
comparing the corresponding periods. The major sectors that
recorded drastic rise in imports are mainly noticed as Transport,
Petroleum Products, Textile, and Machinery sectors that
respectively increased by c.42%MoM, c.29%MoM, c.28%MoM, and
c.12%MoM during May'24 when compared to Apr’'24 Imports.

The multiplier effect of decreasing BTD has started to wane away
with the easing off non-essential imports, thus, imports has slightly
declined by ¢.2.3%YoY during 11MFY24 to drastic USD48.40bn. With
the easing off LC constraints and improving Import cover to 55
days from merely average of 28 days recorded during 1QCY23,
the imports of Machinery and Transport has drastically increased
by c.63%YoY and c.19%YoY during 11MFY24. It is worthwhile to
note here FX reserves have improved by c.USD4.66bn during FYTD.
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REER depreciation to improve export competitiveness 43%

ADAM SECURITIES LIMITED

REP # 048 » Real Effective Exchange Rate (REER) has been the center of attention for the last many Fiscal Years. During FYTD, the

REER in current FY has notably appreciated by ¢.5.5% which has been an alarming situation of for the Exports of any
country. It has mainly been withessed; the competitive REER has mainly been the phenomenon of improving exports of
any country. With Pakistan’s scenario, we have also witnessed, during SMCY23, REER depreciated on average by
c.2.1% and exports on average surged by c¢.3.2%. Further, during 1QCY24, the REER appreciated by c.1.8% on
average, while exports declined by ¢.3.3%. Phenomenally, during last 2-months of the 2QCY24, REER depreciated on
average by c.1.6% compared to the exports which are up by ¢.9% during the same time span. It is historically proven,
the decline in REER normally improves exports in the following months which mainly revives economy in the later
months. Going forward, we believe, the improving exports will likely be dependent on the competitiveness of REER
which may further, revive import cover of Pakistan , thus, stabilizing currency parity in the year FY25.
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NCPI: Perishable food prices, inducing NCPI to 12.4% during May’24 A‘“‘%

ADAM SECURITIES LIMITED

REP # 048 » National Consumer Prices Index (NCPI) to record ¢.12.4%Y0Y during prurrmm _, Y \ ) _

May’'24, rising 40bpsMoM during May’'24 comparing the previous [ceneral 100% 2548 2557 227.4 0.4% 12.4%
month levels of c.11.8%YoY, down c.3.2%MoM. Further, drastiC [FoodaNon-alcoholic Bev. 34.6% 2640 2662 2618 08% 1.7%
impact of higher inflationary pressures during May’'24 was mainly the [Alcoholic Bev. &Tobacco  1.0% 3667 3735 3568 19%  47%

resultant effect of higher perishable food prices which is expected to |“o™hing & Feotwear 28"% 239'5 240.1 2052 0.3% ‘Z"’%
increase Perishable food index by c.11.4%MoM during May’'24. :'fr‘:'s:?n:'zﬂ;:ﬁ,d 43,677 sz:j szj Ny 0005: ?223
Amongst the perishable food basket, we have noficed, Meat, Dairy, [keain 28% 2412 2424 2041 05% 18.8%
Fresh Fruits, and Fresh Vegetable prices have respectively increased [ransport 59% 3151 3146 2792 -01% 127%
by c.1.6%MoM, c.1.2%MoM, c.9.7%MoM and c.35%MoM during [communication 22% 1343 1333 1183 -07% 127%
May’'24. It is worth to note here that Fresh Vegetable prices have |Recreation & Culture 6% 2623 2652 2446 11%  84%
drastically increased during May'24 by c.35%MoM mainly on the Eid [Fdveation 38% 1990 2050 1723 3.0% 19.0%
effect along with the lingering Geopolitical enrage with neighboring [festovrants & Hotels 69% 2672 2677 2382 02% 124%

Miscellaneous Goods 4.9% 282.8 283.1 2491 01% 13.7%

countries has caused the mulliplier effect for the already
encumbered nation.

Source: PBS, ASL Research

Transport Food Housing NCPI-MoM-RHS

» On the transportation index side, we believe the index to remain |*°° 407
eased off mainly on the MoM decline in POL products which has |seo.co W\_ EZ
eased off on average by c.4.3%MoM during May'24 mainly the |2se.co /N 1.0%
stability in USDPKR along with the depreciating Crude Oil prices in |.q0.00 / | | °;°:;
the Int'l markets which has notably eased off by c.3.0%MoM to | 20
average USD83.4/bbl. compared to May’'24 average USD86.1/bbl. ' -3.0%

> In the absence of significant base effect, NCPI will likely remain | s 2 2 2 3 5 s s 3 3 3 & ]
within double digits during 1QFY25 mainly on the imposition of = 2 28 2 & &8 2 2 8 2 g

Source: PBS, ASL Research

budgetary measure on POL and universal GST across the board.
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Analyst Certfification & Disclosures AL
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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 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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