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Base-effect, a Gentle Disguise AA&%

ADAM SECURITIES LIMITED

LR > The phenomenon of ‘Disinflation’ has started to appear in Pakistan, prerrEmyms Weights Oct-21 Sep-24

where we normally see prices to rise with gradual and lower pace [general 100.0% 711%
than a multiplier pace witnessed earlier in the previous year. It haAs [rood & Non-alcoholic Bev. |  34.6% 162191 280791 73.1%
largely been witnessed, that even the index levels which mainly |Non-perishable 29.6% 162,64 27590  69.6%
contribute in calculating the National Consumer Price Index- NCPI in [perishable 5.0% 159.48 | 310.04] 94.5%
Pakistan, has largely depicted a significant rise on YoY basis during [Alcoholic Bev. & Tobacco | 1.0% 145741 38876 166.8%
Sept'24, portraying a disinflation after 35-months, since Oct'21. Clothing & Foolwear 8.6% 15087 244541 62.1%
If a ‘disinflation’ is a disguise for quman Hou?in?, Elect. & Gas 23.6% 148.81 237.69 59.7%
> The disinflation in an economy, normally appears when there is @ :‘::I'::'"g&”mehdd :‘;: :2252 igjgz igg;
phenomenop Tho’r |s'colled ‘base effect’ which has Tepdency ’(o Transport 5.9% 15007 29958| 873%
portray inflation is slowing down and on the contrary, the prices remain |communication 2.2% noaol 13438l 207
the center of contention, rising with a slower pace, but not declining. |recreation & Culture 1.6% 132311 278331 110.4%
The scenario has appeared to be noticed, after 35-months, where we [education 3.8% 14689 | 206.14] 40.3%
can find that out, the prices in the basket of 51-commodities has |Restaurants & Hotels 6.9% 147.86| 27596 86.6%
notably marked a drastic rise of ¢.145% since Oct’'21, the NCPI has [Miscellaneous Goods 4.9% 15896] 29391] 849%

started to show downward trajectory, since we have started to witness e Pes Ast Research

the phenomenon of base-effect.

» Considering the index levels, we have also noticed, the General Index
has drastically increased by ¢.71% since Oct’'21, reflecting the rise in all
of the indices that are mainly used in calculating the NCPI level of
Pakistan Economy. Further, amongst the major contributors, we have
noticed, the weighted indices, mainly Food and Housing & Electricity

have drastically increased by ¢.73% and c¢.63% since Oct’'21. J
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> The effect of prices that has mainly caused the indices level to rise

Base-effect, a Gentle Disguise

Products

Oct-21

A
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Sep-24 Chg. % Chg.

during these last 35-months. It is noticed that the prices of commodities |wheat Four Bag 1200.64 | 1749.30| 45.7% | 548.66
that mainly contribute to the over all Inflationary impact in the [Rice Basmati Broken 96.64] 20111 184% | 11447
economy has mainly been increased drastically within the range of :Ai‘:;""(hAs::‘:(:éeJ:;‘;f““"'Y) 1?2?% ]:Z;‘Q‘ Zj;; ;‘gj‘g
Rs.83.81- Rs.1,834.93 for Milk and Gas prices. The rise in prices during the Cooking Ol Df\LDA or Other Similar 177200 | 2,655 84 49:9%‘: 883 84
said period has mainly witnessed on the i) Global Commodity SNOCKS, |vegetable Ghee DALDA/HABIB 2.5 kg 894.16| 131202 46.7% 417.86
i) Currency depreciation of ¢.62%, iii) Wider currency spreads between |vegetable Ghee DALDA/HABIB packet | 35263| 512.46| 45.3% 159.83
OM and IB, iv) Rise in WTI prices to USD127/bbl. during the beginning [Pv!se Masoor (Washed) 180,191 31270 73.5% 132.51
Russia-Ukraine war, v) Implication of imposing the IMF-Led conditions, :z::x:::%x::::;’) ;jjg; 2%22 :2% ;Si‘:’
vi) Gas charges increased by c¢.13x, vii) POL prices increased by ¢.97% |bise cram eas| assisl| 1esom | 24170
and viii) LPG prices have drastically increased by Rs.839/cylinder. Gas Charges upto 3.3719 MMBTU 141.57| 1,976.50] 1296.1% | 183493

> With the initiation of SBA program, the Electricity rates have notably [petrol Super 133.38| 256.94] 92.6% 123.56

increased by Rs.43/unit, as of Aug'24. It is further, to note here that, [M-SpeedDiesel 129071 259.56 | 10T.1% | 13049
LPG 11.67 kg Cylinder 2,253.00 3,091.681 37.2% 838.68|

another Rs.5.23/unit to be hiked by K-Electric during next 3-months in s e
order to recover Quarterly Adjustments during Sept'24-Nov'24. The
implication of these QFCA, will likely enrage cost-push inflation into the | s.co

7.00

economy, however, will not likely be reflected, due to the ‘Base- | coo

Electricity Rates- Rs./Unit
d

Effect’- a scenario will likely remain un-addressed, perhaps, not likely | =2 _ g ¥ s 22
be reflected. This will likely portray disinflation, NCPI to bottom-outf at | see =z =2 3 & - ~
.6.3% during Jan'25. o TR E I I I I I I I I
> We believe, the resurgence effect will likely be witnessed during| ~ g 2 2 s 2 = = s = s = s =
4QFY25, where the NCPI to reawake to the levels of ¢.14%-15%, thus, 2 2 8% 5858588 35323 5338
averaging the FY25 NCPI to hover around c.9%-c.10%. e
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NCPI Sept'24- Inflation to mark at ¢.7.7%YoY AA!'I.%

ADAM SECURITIES LIMITED

REP # 048 »  With the National Consumer Price Index- NCPI projections for the month [SaNedbiT cights Aug-24 Sept-24F Sep 0 0
of Sept'24, the YoY NCPI to fick at c.7.7%YoY, a further disinflation |ceneral 100% 2623 2628 2441 02% 7.7%
compared to Aug'24, meagerly rising by c.20bpsMoM compared fo [feod&Non-dlcoholic Bev.  346% 2807 2808 2785 00%  08%
c.38bpsMoM, recorded during Aug'24. This slowing-off inflation is mainly [feoheic Bev: &Tobacco  1.0% = 3841 3888 3612 1.2%  7.6%

be witnessed on the higher base effect in previous year, which will tend [T o e e vy oo o ss0m
to depict lower inflation in the outgoing-year. Addition to this, the Fumish?,',g&H;,useho.d 41% 2702 2684 2527 -07% 6.2%
easing off Food inflation to merely 80bpsYoY during Sept’'24, will also be |eain 28% 2506 2544 2223 15% 14.4%
the reason for the cooling off inflation during 1QFY25. We will likely to [ransport 59% 3102 2996 3281 -34% -87%
withess 1QFY25 inflation to average at ¢.2.5%YoY, down by a notable [cemmunication 22% 1347 1344 1197 -02% 123%
c.19.6% compared to 1QFY24. The food inflation will likely benefit the [kecreation & Culture 6% 2735 2783 2548 18% 92%
NCPI to slowdown as, it has been the highest weighted index amongst [Faveation 38% 2010 2061 1793 26% 150%
.I.he mGjor Conh’ibUﬁng indices. Restaurants & Hotels 6.9% 271.1 276.0 2525 1.8% 9.3%

Miscellaneous Goods 4.9% 291.6 293.9 2629 08% 11.8%

» Amongst the Food index, Perishable and Non-Perishable indices, will
likely to notice a notable decline in Non-Perishable food index, in the

Source: PBS, ASL Research

wake of decline in Wheat, Sugar and Cooking Oil & Ghee prices which [ssoeo et —Feed mHousng —=NEFMAMTE 3 0%
have respectively declined by ¢.38%YoY, c.14%YoY and c.8%YoY during |se.c0 /\ fg
Sept'24 comparing the year earlier levels. 250.00 \ = 0:07:

> The major contributor to the decline in NCPI, is the transportation index | ,u0.00 1.0%
which will likely to reflect the slumping int’'l crude oil prices, for instance 15000 \/ -2.0%
Arab Light prices have notably declined on average by c¢.23%/c.7% 307
YoY/MoM during Sept'24. The decline ininf'l crude oil prices haspushed | 2 ¢ 2 s s s s s s s 3 §
the Govt. to reduce local POL prices by ¢.20%/c.3% YoY/MoM during 8 £ & 8 2 2 2§ 532 2 3

Sept'24, which will likely to decline index by ¢.8.7%/3.4% YoY/MoM. Source: PBS, 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 Securities 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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