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Economy

Pakistan Economic Survey 2023-24: Key Highlights

= Pakistan's GDP grew by 2.4% in FY2024, with an increase from -0.29% in
2023. Challenges at the beginning of FY2024 included high interest rates
and high domestic inflation.

= The government aims for 5.5% medium-term growth, focusing on stability
and sustainability.

= Inflation averaged 24% in 11M2024 and is expected to be around 23-24% in
FY24. Efforts to achieve price stability include favorable commodity prices
and improved crops.

Fiscal consolidation presents challenges, balancing subsidies and rising
interest payments.

= The external account improved, with a lower current account deficit and
better remittances. Higher loan repayments strain foreign exchange
reserves. Export growth is expected with an improved global trade outlook
and eased import restrictions.

We review key summary points from Economic Survey of Pakistan for the
year 2023-24 published on 11th June, 2024.

Pakistan GDP growth recorded at 2.4%

According to the latest Pakistan Economic Survey (PES), the country's GDP
posted a growth of 2.4%, an increase from -0.29% in FY23. This brings the
size of Pakistan's GDP to PKR 106tn, up by +26%. In US dollar terms, the
total size increased to US$ 375bn from last year's US$ 338bn, an increase
of +11% y/y. As a result, Pakistan's current GDP per capita increased to
US$ 1,680, from US$ 1,551 in 2023, up by +8.3%y/y or US$ 129.

Sector Performance: Mainly Led by Agriculture

In terms of sectors, the service sector continues to dominate with a major
share of 57.7%, a growth of +1.2%y/y, followed by the agriculture sector

at 24%, which increased by 6.3%y/y. Lastly, the industrial sector recorded
an increase of +1.2%, representing a 18.2% share of the economy.

Challenging Start To The Year 2024

At the onset of FY2024, Pakistan's economy faced major challenges.
Firstly, the declining foreign reserves resulted in import restrictions.
Moreover, the rising inflation situation led the SBP to increase the policy
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rate to its all-time high of 22%. Additionally, higher global commodity
prices kept inflation elevated during start of FY24. Pakistan was almost at
the verge of default when the stand-by agreement was reached with IMF
which was a breather for the completely overhauled economy of the
Country.

Medium-Term Growth Projection: Aims for Stability and Sustainability

The government's key aim is to stabilize the economy, striving for a 5.5%
growth target by FY27 by emphasizing on exports and investment. Plans
include ramping up trade and investment openness, addressing foreign
exchange speculation, and implementing sector-specific reforms. Foreseen
global economic recovery is expected to bolster the industrial sector by
FY25, in turn, benefiting services and fostering domestic production while
maintaining price stability.

Global inflationary pressures persist, but recent favorable international
commodity price movements and outlook, along with improved crop
prospects and a stable exchange rate, offer prospects for achieving price
stability. In the medium-term, the government expects prices to normalize
in FY24 and FY25 due to the high base effect, improvements in the
agriculture sector, and favorable global and domestic environments.

Fiscal Landscape of Pakistan: FY24 Overview and Outlook

With revenue at PKR 9.8 trillion, up by 41% YoY, the fiscal deficit for
9MFY24 was recorded at 3.7% of GDP, slightly up from last year. Total
expenditures rose by 37% to PKR 13.7tn, driven by a 33% increase in
current expenditure, notably in markup payments.

The primary balance achieved a surplus of PKR 1,615bn. Tax collection
rose by 29%, while non-tax revenues grew by 91%. Annual inflation
averaged 24.52% during 11MFY24, driven down by a high base effect and
reduced food index.

In response, the State Bank of Pakistan reduced the policy rate to 20.5% in
June 2024. Total public debt reached PKR 67.5tn by March 2024. Looking
ahead, the government aims for fiscal consolidation in the FY25 budget,
focusing on prudent expenditure and revenue reforms.

Pakistan's External Accounts: FY24 Recap & Future Prospects

In the first ten months of fiscal year 2024, Pakistan significantly reduced its
current account deficit to just US$ 0.2bn, a massive improvement
compared to the US$ 3.9bn deficit during the same period last year. This
positive change was mainly due to lower imports, which helped shrink the
trade deficit by over 20% to US$ 17.7bn. However, the deficit in the
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primary income account increased due to higher dividend payments and
interest.

Remittances remained substantial at US$ 23.9bn up by 4% y/y. The
country also experienced net financial inflows of US$ 3.9bn, including
increased foreign direct investment. With total reserves at US$ 14.0bn and
a strengthened Pakistani Rupee, the economic outlook seems promising.

Looking ahead, there's hope for export growth and increased remittances,
which should positively impact the current account balance for fiscal year
2025. The government aims to secure long-term support from the IMF to
implement necessary reforms and sustain economic progress.

Part of [(3] Financial Services A APackages Group Company
Important Disclosures at the end of this report



1G1

Securities

Exhibit: Pakistan Key Economic Forecasts

2018A  2019A  2020A 2021A 2022A 2023R  2024P~*

Real Sector

GDP (growth rate) % 6.1% 3.1% -0.9% 5.8% 6.2% -0.2% 2.4%
GDP (in PKR) PKRtn 39 44 48 56 67 84 106
GDP (in US$) US$bn 356.9 321.9 300.8 348.9 375.6 338.5 375.0
GDP per Capita USs$ 1,768 1,578 1,458 1,677 1,767 1,551 1,680
%age Share

Agriculture % 23% 22% 24% 23% 23% 23% 24%
Industries % 20% 19% 19% 19% 19% 18% 18%
Commodity Producing % 43% 42% 42% 42% 42% 42% 42%
Services % 57% 58% 58% 58% 58% 58% 58%
Growth Rate

Agriculture % 3.9% 0.9% 3.9% 3.5% 4.2% 2.3% 6.3%
Industries % 9.2% 0.2% -5.7% 8.2% 7.0% -3.7% 1.2%
Commodity Producing % 6.3% 0.6% -0.6% 5.6% 5.5% -0.5% 4.0%
Services % 6.0% 5.0% -1.2% 5.9% 6.7% 0.0% 1.2%
Prices and Policy Rate

CPI (National) - avg %yly 5% % 11% 9% 12% 29% 24%
Discount Rate (Ceiling) — Period end % 6% 10% 12% 8% 11% 22% 22%
Policy Rate (Target) — Period End % 6% 10% 12% 7% 10% 21% 21%
External Accounts

Current Account Balance US$bn (19.2)  (13.4) (4.4) (2.8) (17.5) (4.1) (0.2)
Exports (G) USS$bn 24.8 24.3 225 25.6 325 26.9 25.7
Imports (G) US$bn 55.7 51.9 436 54.3 71.5 54.3 43.4
Trade Balance US$hn (30.9) (276) (21.1) (28.6) (39.1) (27.4)  (17.7)
Remittances US$bn 19.9 21.7 23.1 29.4 31.2 27.3 23.9
C/a Bal. /| GDP % -5% -4% -1% -1% -5% -1% -0%
Trade Balance / GDP % -9% -9% -7% -8% -10% -8% -5%
Total: Import Cover X 4.2 3.3 4.3 5.4 4.0 2.2 3.2
FX Reserves — Period end

Fx Reserves USs$bn 16.4 14.5 18.9 24.4 155 9.2 14.2
Fx Reserves: Shp US$bn 9.8 7.3 12.1 17.3 9.8 4.4 9.1
Fiscal Accounts

Tax Revenues PKRtn 4.5 4.5 4.7 5.3 6.8 7.8 7.3
Non-Tax Revenues PKRtn 0.8 0.4 15 1.6 1.3 1.8 25
Current Expenditure PKRtn 5.9 7.1 8.5 9.1 115 14.4 12.3
Development Expenditure PKRtn 1.6 1.2 1.2 13 1.7 2.0 11
Budget Deficit PKRtn (2.3) (3.4) (3.4) (3.4) (5.3) (6.5) (3.9)
Tax Revenues %age of GDP 11.4% 10.2% 10.0% 9.4% 10.1% 9.3% 9.5%
Non-Tax Revenues %age of GDP 1.9% 1.0% 3.2% 2.9% 1.9% 2.2% 2.4%
Current Expenditure %age of GDP 149% 16.2% 17.9% 16.3% 17.3% 17.2% 11.6%
Development Expenditure %age of GDP 4.1% 2.8% 2.5% 2.4% 2.5% 2.3% 2.6%
Budget Deficit %age of GDP -5.8% -7.9% -7.1% -6.1% -7.9% -7.8% -6.0%

Source: Ministry of Finance, SBP, PBS, IGI Research, *Provisional Jul-Mar 2024 or latest available data
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Exhibit: GDP Growth Rates*
Pakistan Real GDP growth rate arrived at 2.4% for FY24P
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Exhibit: Sectoral Performance*

A rebound in all sectors was witnessed during FY24 primarily
led by agriculture
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Exhibit: SBP Foreign Exchange (FX) reserves and Import Exhibit: Inflation Indicators
coverage All indicators depicting a downward trend in prices.
SBP FX reserves recovered to US$ 9.1bn by end of May-24
increasing by US$ 4.7bn in 11MFY24. This has lifted import
cover to 3.2 months.
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Exhibit: Pakistan CPI Historical

(BASE=2015-16) Headline Inflation Pakistan dropped to 31
month low during May-24.

Exhibit: Monthly C/a Bal

Higher remittances and exports along with restricted imports
have pushed C/a Balance in to surplus in last few months.
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Important Disclaimer and Disclosures

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 |Gl 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, IGI 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 I1GI 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. The subject Company (ies) is a client of the I1GI Finex Securities Limited and IGI Finex Securities offers brokerage services to
Subject Company (ies) on a regular basis, in line with industry practice. 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: |G| 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, |Gl 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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