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Important Disclosures at the end of this report 

Economy 

SBP Raises Policy Rate by 50bps to 12.0% 

SBP raises Policy Rate by +50bps to 12.0% 

In the latest Monetary Policy Announcement (link), the State Bank of 

Pakistan (SBP) decided to increase the keep Policy Rate by +50bps to stand 

at 12.0%. To note, MPC last increased Interest Rates by 100bps in Apr-26 

meeting. MPC noted that recent escalation in Middle East conflict with 

lower prospects of near term resolution has kept oil prices persistently 

elevated. Inflation outlook has worsened compared to previous assessment 

owing to these geopolitical developments despite contained impact on 

economy due to proactive Monetary Policy and Fiscal discipline. Although 

external account and growth outlook remains unchanged however, risks 

have increased. Considering these developments, the MPC assessed that 

increasing interest rate is appropriate to bring inflation in the range of 5–

7% in the medium-term while also containing second round impact on 

inflation due to supply shock. This will ensure macroeconomic stability to 

achieve sustainable economic growth. 
 

 

Exhibit: Monetary Policy Rate Decision 
  Current Previous Chg. (bps) 

Target Policy Rate 12.00% 11.50% Unchanged 

Discount rate (Ceiling Rate) 13.00% 12.50% Unchanged 

Floor Rate 11.00% 10.50% Unchanged 

Source: SBP, IGI Research    

 Monetary Policy History 

 Date Stance  Policy Rate 

26-Oct-26 +50bps     12.0% 

14-Sep-26 Status Quo 11.5% 

27-Jul-26 Status Quo     11.5% 

15-Jun-26 Status Quo     11.5% 

27-Apr-26 +100bps     11.5% 

09-Mar-26 Status Quo     10.5% 

26-Jan-26 Status Quo     10.5% 

15-Dec-25 -50bps     10.5% 

27-Oct-25 Status Quo     11.0% 

15-Sep-25 Status Quo     11.0% 

30-Jul-25 Status Quo     11.0% 

16-Jun-25 Status Quo     11.0% 

5-May-25 -100bps     11.0% 

10-Mar-25 Status Quo     12.0% 

27-Jan-25 -100 bps 12.0% 

16-Dec-24 -200 bps     13.0% 

04-Nov-24 -250 bps     15.0% 

12-Sep-24 -200 bps 17.5% 

29-Jul-24 -100 bps 19.5% 

10-Jun-24 -150 bps 20.5% 

29-Apr-24 Status Quo 22.0% 

18-Mar-24 Status Quo 22.0% 

29-Jan-24 Status Quo 22.0% 

12-Dec-23 Status Quo 22.0% 

30-Oct-23 Status Quo 22.0% 

14-Sep-23 Status Quo 22.0% 

31-Jul-23 Status Quo 22.0% 

26-Jun-23 Status Quo 22.0% 

12-Jun-23 +100 bps 22.0% 

Source: SBP, IGI Research 

 In the latest Monetary Policy Announcement (link), the State Bank of Pakistan 

(SBP) decided to increase the keep Policy Rate by +50bps to stand at 12.0%. 

To note, MPC last increased Interest Rates by 100bps in Apr-26 meeting. 

MPC noted that recent escalation in Middle East conflict with lower prospects 

of near term resolution has kept oil prices persistently elevated. 

 Inflation outlook has worsened compared to previous assessment owing to 

these geopolitical developments despite contained impact on economy due 

to proactive Monetary Policy and Fiscal discipline. Although external account 

and growth outlook remains unchanged however, risks have increased. 

Considering these developments, the MPC assessed that increasing interest 

rate is appropriate to bring inflation in the range of 5–7% in the medium-

term while also containing second round impact on inflation due to supply 

shock. This will ensure macroeconomic stability to achieve sustainable 

economic growth.  

 Recent escalation in Middle East tensions have increased risk to inflation 

outlook and if persists SBP could further tighten Monetary Policy to bring 

inflation down within the target range of 5-7%. IMF in its recent review has 

also raised inflation target to 9.9% for FY27. Continued Fiscal consolidation, 

structural reforms and strong external buffers remain key in absorbing future 

shocks. 
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The Committee highlighted the following key developments since its 

previous meeting. First, supported by continued FX purchases, SBP’s 

foreign exchange reserves remained stable at around US$ 21.5bn, 

equivalent to approximately three months of import cover. Secondly, a 

Staff-Level Agreement was reached with the IMF, reinforcing the 

continuity of the ongoing reform program. Thirdly, the latest sentiment 

surveys showed a divergence in inflation expectations, which rose among 

consumers but eased among businesses, while confidence indicators 

weakened for both groups. Fourthly, the PBS reported revised real GDP 

growth for FY26 at 3.7%, broadly in line with the provisional estimate. 

Fifthly, FBR revenue collection exceeded the target in 1QFY27, pointing to 

improved tax mobilization. Finally, several major central banks have raised 

policy rates in response to mounting inflationary pressures, while the IMF 

has revised its global inflation projections upward, signaling a tighter and 

more uncertain external environment. 

Taking note of these developments and the growing frequency of global 

supply shocks, the MPC stressed the need to build up external and fiscal 

buffers to further strengthen the economy’s resilience. The Committee 

also reiterated that sustaining a prudent monetary and fiscal policy mix, 

together with timely implementation of structural reforms, is essential to 

achieving higher and sustainable economic growth.  

 

 Exhibit: National CPI Heat Map 

  

  Sep-26 Aug-26 Jul-26 Jun-26 May-26 Apr-26 Mar-26 Feb-26 Jan-26 Dec-25 Nov-25 Oct-25 

 General 10.3 11.2 9.2 11.1 11.7 10.9 7.3 7.0 5.8 5.6 6.1 6.2 

 Food 8.2 13.9 10.6 9.4 7.9 7.6 3.5 5.8 3.9 3.2 5.5 5.6 

 Transport 27.4 20.2 15.1 25.7 36.8 29.9 12.5 0.4 2.6 4.9 6.1 6.7 

 Utility/Rent 12.4 8.9 7.1 15.5 16.8 16.8 11.5 9.7 7.3 6.9 5.3 4.2 

 Essentials 8.9 9.0 9.2 8.2 7.9 6.4 6.4 6.6 6.6 6.8 6.9 8.3 

 Disc. 7.1 7.4 6.9 6.9 7.6 7.6 8.5 8.7 8.1 7.9 7.6 8.0 

 Source: PBS, IGI Research            

 

Key takeaways from analyst briefing 

SBP in its post MPS briefing highlighted key updates, which included: 

 The C/a recorded a deficit of US$ 874mn in 1QFY27. Exports are 

on a recovery path, led by rice, high-value-added textiles and 

services, while workers’ remittances have remained resilient and 

are projected to exceed earlier estimates. At the same time, 

imports have risen sharply, driven mainly by non-energy items, 

reflecting the pickup in economic activity and higher prices. 

Against this backdrop, the FY27 C/a deficit is expected to stay 

within the previously projected range of 0–1% of GDP. Together 
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with higher financial inflows, this should lift SBP’s FX reserves 

above current levels. However, the outlook remains subject to 

several risks, including elevated global commodity prices, 

tightening international financial conditions, and supply-side 

constraints. 

 Economic activity is recovering gradually, as anticipated. LSM 

output grew 1.9%y/y in Jul/Aug-27, up from a marginal 0.4% in 

4QFY26. Other high-frequency indicators, including cement and 

POL sales, private sector credit and the PMI, point the same way, 

as do satellite-based nighttime lights and NO2 emissions. The first 

official Kharif estimates also came in better than expected, 

improving the agriculture outlook. Services indicators such as ICT 

exports, import volumes and services-sector business confidence 

suggest gradually improving prospects, supported by the 

commodity-producing sectors. Accordingly, the MPC expects 

FY27 real GDP growth to remain within the earlier projected range 

of 3.5–4.5%. However, risks to this outlook have intensified, mainly 

from a further escalation of the Middle East conflict and adverse 

climate events amid worsening El Niño conditions.  

 Broad money (M2) growth rose to 12.7%y/y as of 9-Oct-27, up 

from 11.4% on 28-Aug-27, driven by faster NFA growth on the 

back of higher SBP FX reserves. NDA growth, meanwhile, slowed 

as continued fiscal consolidation and higher external financing 

reduced net budgetary borrowing from the banking system. This 

created room for banks to lend to the private sector, with private 

sector credit (PSC) growing 14.1%y/y. The expansion was broad-

based across working capital, fixed investment and consumer 

finance, led by textiles, wholesale and retail trade, and agriculture. 

Looking ahead, PSC momentum is expected to continue alongside 

the projected pickup in economic activity.  

 Pakistan’s external debt repayments for FY27 stand at US$ 21.5bn 

out of which US$ 17.5bn is principal while US$ 4.0bn in interest. 

Out of US$ 21.5bn, US$ 7.3bn is expected to be rolled over 

leaving around US$10bn in principal and US$ 4bn in interest to be 

repaid. Around US$ 3.2bn of this will be refinanced of which half 

has already been completed. Excluding these, US$ 10bn stands as 

net repayable of which US$ 5bn has been repaid in first 4 months 

of FY27 leaving around US$ 5.5bn for remainder of FY27.   

 The SBP Governor expects remittances at US$ 45bn in FY27 up 

from earlier estimate of US$ 44bn. Remittances stood at US$ 

10.9bn in 1QFY27 and 2 Eid festivals are expected to add US$ 1bn 

above the monthly average. 
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 SBP reserves now stand at US$ 21.5bn with around 3 months of 

import cover. SBP expects reserves to reach US$ 23bn by Dec-26 

and US$ 25bn by Jun-27 

 In light of prevailing prices and futures, SBP has raised its oil price 

assumption to US$ 90/bbl (up by US$ 10/bbl) for FY27.  

 Saudi deposit of US$ 3bn has been rolled over. Following the US$ 

3bn Eurobond issuance, Ministry of Finance plans to float RFPs for 

further issuances with timing depending on financing needs and 

pricing. 

 First FCA estimates show Kharif crops exceeding targets except 

cotton largely due to higher cultivated area. On fertilizer concerns, 

SBP stated that Pakistan has limited import dependence. 6-

7mntons of urea is produced locally while half of DAP required of 

1mn tons is produced locally. 
 

Exhibit: CPI likely to drop slightly in the coming months 
before rising again  

 
  Exhibit: Pakistan Policy Rate (historical) 

SBP increases interest rate by +50bps in Oct-26. (Source: 
SBP) 

 

 

 
Source: SBP, PBS, IGI Research 

Outlook 

Recent escalation in Middle East tensions have increased risk to inflation 

outlook and if persists SBP could further tighten Monetary Policy to bring 

inflation down within the target range of 5-7%. IMF in its recent review 

has also raised inflation target to 9.9% for FY27. Continued Fiscal 

consolidation, structural reforms and strong external buffers remain key in 

absorbing future shocks.       
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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 price on 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) 
 
Valuation Methodology: To arrive at Target Prices, IGI Finex Securities uses different valuation methodologies including 

- Discounted Cash Flow (DCF) 
- Reserve Based DCF 
- Dividend Discount Model (DDM) 
- Justified Price to Book 
- Residual Income (RI)  
- Relative Valuation (Price to Earning, Price to Sales, Price to Book) 

 
Risk: Investment in securities are subject to economic risk, market risk, interest rate risks, currency risks, and credit risks, political and geopolitical 
risks. The performance of company (ies) covered herein might unfavorably 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, Last 
Closing: Latest closing price, Market Cap.: Market capitalization is calculated by multiplying a company's shares outstanding by current trading 
price. EPS: Earnings per Share. DPS: Dividend per Share. 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.  
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