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Exhibit: C/a deficit likely to cross USD 12bn mark
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Exhibit: PKR USD parity reaching 108.1
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Exhibit: Market Implications of PKR depreciation
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Economy
Rising external accounts risk unlikely to
support PKR

= |naccordance with revised numbers, country’s 11MFY17 current account
(C/a) deficit now stands at USD 10.6bn (or 3.8% of the GDP) against earlier
USD 8.9bn (or 3.1% of the GDP), revised up by almost USD 1.7bn.

=  On the exports side, textile sector performed the worst, whereby, textile
exports fell by 2.4%YoY.

=  Ontheimports side, petroleum products showed the greatest impact with
a growth of 25.4%YoY.

=  During the 11MFY17 period, remittances fell by 2.1%YoY, declining from
USD 17.8bn to USD 17.5bn.

= As of yesterday, PKR slid by approximately 3.2% (or 3.24 PKR) against the
USD, touching an intraday high of 108.3, making the drop one of the
steepest historically.

= From a market perspective, PKR depreciation is widely anticipated.
Henceforth we highlight textiles, E&Ps and IPP as direct beneficiary,
whereas Oil Marketing Companies (OMC), refineries, automobile
assemblers and steel to have a negative impact of PKR depreciation.

In a recent circular issued, the State Bank of Pakistan (SBP) has revised upward
country’s external account numbers. As per the aforementioned document,
the change or revision in country’s external account now reflects payments
related to power/energy sector.

As per the circular:

“In order to improve the quality of external sector statistics, SBP has enhanced
the coverage by getting information of permissible offshore foreign currency
accounts transactions related to energy and power sectors.”

Current Account likely to exceed USD 12bn by year end

In accordance with revised numbers, country’s 11MFY17 current account (C/a)
deficit now stands at USD 10.6bn (or 3.8% of the GDP) against earlier USD 8.9bn
(or 3.1% of the GDP), revised up by almost USD 1.7bn. Over the last year’s c/a
deficit of USD 4.6bn, revised numbers translate into a staggering 132%YoY
growth. In 3QFY17 alone, c/a deficit reached USD 3.2bn, which is the highest
level recorded in a single quarter since last balance of payment crisis witnessed
in FYQ08.

Primary factors responsible in deterioration of the c/a are trade deficit, that
reached USD 23.7bn, showing a growth of +38.2%YoY, wherein, imports
advanced by +16.7% to USD 43.5bn (leaving roughly 4months of import cover)
and exports declined by 1.6% to USD 19.8bn. Country’s remittances also
showed a decline of 2.1%YoY to USD 17.5bn, owing to slowdown in remittances
receipt from the Middle East. Furthermore, receipts under the umbrella of
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coalition support fund (CSF) also fell short by approximately USD 1.1bn, whereby
country has received USD 550mn against anticipated amount of USD 1.6bn under
the said head.

Exports trending down led by textile sector

On the exports side, textile sector performed the worst despite the abundance of
incentives provided and the GSP plus status, whereby, textile exports fell by
2.4%YoY with a 1.4 percentage point impact. Within textile, cotton yarn and cotton
cloth declined by 15.7%YoY and 6.8%YoY respectively, whereas readymade
garments showed a growth of 6.8%YoY. Similarly, food sector did not fare well,
where exports declined by 6.8%YoY with percentage point impact of 1.08. Notable
decline was seen in rice, which fell 13.6%YoY with a 0.97 percentage point impact.
However, one bright spot in the exports side, albeit due to low base effect, was
fertilizer, which showed a 188x increase in exports with a percentage point impact
of 15.9.

Fixed investments and POL products driving imports higher

On the imports side, petroleum products showed the greatest impact with a
growth of 25.4%YoY and a 5.5 percentage point impact, riding on both quantum
increases and low base effect. Within the said sector, petroleum products and LNG
rose the most with percentage point impact of 3.2% and 3.0% respectively. Food,
Machinery and transports groups also showed notable growth with a percentage
point impact of 2.3%, 1.6% and 2.0% respectively. Most of these imports show
concentration towards power generation and CPEC related development activity,
highlighting pro-growth import mix.

Remittances tumbling due to slowdown in Middle Eastern economies

During the 11MFY17 period, remittances fell by 2.1%YoY, declining from USD
17.8bn to USD 17.5bn. Notable decline came from Saudi Arabia, UAE and other
GCC countries, with remittances from the said countries sliding down by 4.2%YoY
cumulatively. This is consistent with the fact that most of these economies are
experiencing a slowdown in economic activity due to their dependence on oil as
the major source of revenue.

PKR: Temporary recovery likely insight overshadowing long-term Structural
weakness

As of yesterday, PKR slid by approximately 3.2% (or 3.24 PKR) against the USD,
touching an intraday high of 108.3, making the drop one of the steepest
historically. The plunge in PKR was followed by issuance of a statement by the
State Bank of Pakistan (SBP) later in the day, asserting confidence in country’s
external accounts and growth outlook. As per market intelligence, the drop in PKR
was due to lower USD liquidity, given rising demand in form of higher import bills,
and is expected to be addressed by SBP. Hence it is more of a temporary move,
highlighted by market correction since then. However, structural weakness on
external account such as widening c¢/a deficit, upcoming debt repayments and
pressure on FX reserves still persist, which is unlikely to keep PKR stronger in the
long run. From a market perspective, PKR depreciation is widely anticipated.
Henceforth we highlight textiles, E&Ps and IPP as direct beneficiary, whereas Oil
Marketing Companies (OMC), refineries, automobile assemblers and steel to have
a negative impact of PKR depreciation.
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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, 1GI
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. 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 priceon 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, credit risks,
political and geopolitical risks. The performance of company(ies) covered herein mightunfavorably 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. Market Cap.: Market capitalization is calculated by multiplying a company's
shares outstanding by current trading price. 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.

IGI Finex Securities Limited

Research Analyst(s) Jama

Research Identity Number: BRP009 n-_df__,',._-a;_mo-;s?_.,_.
© Copyright 2016 IGI Finex Securities Limited nitp:ffererw. jammagunii. g

Part of [(3] Financial Services A A Packages Group Company



BRP - 009

1G1

Securities

SERVING YOU SINCE 1994

Contact Details

Research Team
Saad Khan
Abdullah Farhan
Syed Daniyal Adil
Tanweer Kabeer
Umesh Solanki

Head of Research
Senior Analyst
Research Analyst
Research/Fund Select
Database Manager

Equity Sales
Faisal Jawed Khan
Zaeem Haider Khan
Muhammad Naveed

Head of Equities
Regional Head (North)

Ejaz Rana Regional Manager (Faisalabad)
Gul Hussain Branch Manager (Faisalabad)
Asif Saleem Branch Manager (RY Khan)
Mehtab Ali Branch Manager (Multan)

Zeeshan Kayani
Ilhsan Mohammad

IGI Finex Securities Limited

Trading Rights Entitlement Certificate (TREC) Holder of
Pakistan Stock Exchange Limited |

Corporate member of Pakistan Mercantile Exchange Limited

Head Office

Suite No 701-713, 7th Floor, The Forum, G-20,
Khayaban-e-Jami Block-09, Clifton, Karachi-75600
UAN: (+92-21) 111-444-001 | (+92-21) 111-234-234
Fax: (+92-21) 35309169, 35301780

Website: www.igisecurities.com.pk

Stock Exchange Office

Room # 719, 7th Floor, PSX Building, Stock Exchange Road, Karachi.

Tel: (+92-21) 32429613-4, 32462651-2 , Fax: (+92-21) 32429607

Regional Manager (Islamabad & Upper North) Tel

Branch Manager (Abbottabad)
Branch Manager (Peshawar)

Tel
Te
Tel
Tel
Tel

Te
Tel

:(+92-21) 35301779

1 (+92-42) 35777863-70
: (+92-51) 2604861-62

: (+92-41) 2540843-45
:(+92-41) 2540843-45

: (+92-68) 5871652-56
:(+92-61) 4512003

: (+92-992) 408243-44
:(92-91) 5253035

Tel
Te
Tel
Te
Tel
Tel

Lahore Office

5-F.C.C. Ground Floor, Syed Maratib Ali Road,
GulbergIl, Lahore

Tel: (+92-42) 35777863-70, 35876075-76

Fax: (+92-42) 35763542

1(+92-21) 111-234-234 Ext: 810
1(+92-21) 111-234-234 Ext: 912
1(+92-21) 111-234-234 Ext: 973
1(+92-21) 111-234-234 Ext: 966
:1(+92-21) 111-234-234 Ext: 974

saad.khan@igi.com.pk
abdullah.farhan@igi.com.pk
daniyal.adil@igi.com.pk
tanweer.kabeer @igi.com.pk
umesh.solanki@igi.com.pk

faisal.jawed@igi.com.pk
zaeem.haider@igi.com.pk

muhammad.naveed@igi.com.pk

ejaz.rana@igi.com.pk
gul.hussain@igi.com.pk
asif.saleem@igi.com.pk
mahtab.ali@igi.com.pk
zeeshan.kayani @igi.com.pk

ihsan.mohammad@igi.com.pk

Islamabad Office

Mezzanine Floor, Office 5, 6 & 7, Kashmir Plaza,
Block- B, Jinnah Avenue, Blue Area, Islamabad
Tel: (+92-51) 2604861-2, 2604864, 2273439

Fax: (+92-51) 2273861

Faisalabad Office

Room #: 515-516, 5th Floor, State Life
Building, 2- Liagat Road, Faisalabad
Tel: (+92-41) 2540843-45

Fax: (+92-41) 2540815

Rahim Yar Khan Office

Plot # 12, Basement of Khalid Market,

Model Town, Town Hall Road, Rahim Yar Khan
Tel: (+92-68) 5871653-6, 5871652

Fax: (+92-68) 5871651

Multan Office

Mezzanine Floor, Abdali Tower,
Abdali Road, Multan

Phone: (92-992) 408243 - 44

Abbottabad Office

Ground Floor, Al Fatah Shoppinig Center, Opp. Rad

Station, Mansehra Road, Abbottabad
Phone: (+92-99) 2408243 - 44

Peshawar Office

2nd Floor, The Mall Tower,
35The Mall Peshawar Cantt.
Phone: (92-91) 5253035, 5278448

Part of (3] Financial Services

© Copyright 2016 IGI Finex Securities Limited

A A Packages Group Company

<

[ I

WWW.jamapunii.

k



	Day Break - PKR and CAB
	AC-Economy
	Last PageNew12

