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Monthly Economic Update & Outlook
Key Takeaways

Fiscal Management: The primary balance remained in surplus of PKR 216bn (0.5% of GDP) during 5MFY21 compared with PKR 117bn (0.3% of GDP) SPLY.
However, during 5SMFY21, the fiscal deficit stood at 1.8% of GDP (1.6% SPLY). Total federal expenditures grew by 14.5% YoY to PKR 2,383bn during 5MFY21 (PKR
2,081bn SPLY). Of the total, current expenditures grew by 15.7% YoY mainly due to higher mark-up payments and COVID related spending. On development side,
rupee component of PSDP increased by 11.3% YoY to PKR 128bn (PKR 115bn SPLY) in utilization during the period. FBR Tax collection achieved 99.8% of its half-
yearly target. The provisional net tax collection grew by 5% YoY to PKR 2,206bn (PKR 2,101bn last year).

Monetary Management: During 1st July’20 — 8th Jan’21, Money Supply (M2) observed cumulative expansion of PKR 846.8bn (PKR 586.3bn last year). Moreover,
Net Foreign Assets (NFA) of the banking system increased by PKR 78.9bn (PKR 895.2bn last year) whereas, Net Domestic Assets (NDA) increased by PKR 267.9bn
(contraction of PKR 308.9bn last year). Private sector credit cycle recovered and net borrowing started since Mid-Dec 2020. Private Sector borrowed PKR 215.5bn,
posting a growth of 3.1% on average (2.0% last year).

External Account: The Current Account posted a surplus of USD 1.1bn (0.8% of GDP) during 1HFY21. In Dec 2020, Current Account turns deficit (USD 662mn) due
to import of essential food items, capital goods, oil, and industrial raw material owing to the domestic economic recovery. Pakistan’s total liquid foreign exchange
reserves increased to USD 20.5bn by the end of Dec 2020.

Sectoral Growth: The prospect for growth in agriculture are encouraging on the basis of major Kharif crops. Rice, sugarcane and maize have surpassed the
production targets of FY21. Industrial sector too showed robust growth as in every month since July 2020, the YoY growth rate of LSM was positive.

Inflation: The headline inflation (CPI) is recorded at 8.6% for 1HFY21 (11.1% last year). The decline observed on account of food prices kept average inflation
contained.

Outlook: Current outlook ensures economic revival on the basis of continued recovery seen in recent months but there is possibility of slower economic activities
especially in services sector. On the external front, imports may remain USD 4.5 — USD 5.0 billion in next month. Exports are expected to stabilize around current
levels. But in the baseline scenario, the trade balance is not expected to further deteriorate. Remittance inflows remain strong. On the fiscal front, healthy growth in
non-tax revenues, satisfactory performance of FBR tax collection despite issuance of higher number of refunds and controlling of expenditures other than mark-up
payments and COVID related would help maintain the fiscal deficit within the reasonable limits in the coming months.
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Disclaimer

Analyst Certification: The research analyst(s) is (are) principally responsible for preparation of this report. The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject security (ies) or sector
(or economy), and no part of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. In addition, we currently do not have
any interest (financial or otherwise) in the subject security (ies). Furthermore, compensation of the Analyst(s) is not determined nor based on any other service(s) that AHL is offering. Analyst(s) are not subject to the supervision or control of any
employee of AHL’s non-research departments, and no personal engaged in providing non-research services have any influence or control over the compensatory evaluation of the Analyst(s).

Equity Research Ratings
Arif Habib Limited (AHL) uses three rating categories, depending upon return form current market price, with Target period as Dec’21 for Target Price. In addition, return excludes all type of taxes. For more details kindly refer the following table;

Rating  Description

BUY Upside* of subject security(ies) is more than +10% from last closing of market price(s)
HOLD  Upside* of subject security(ies) is between -10% and +10% from last closing of market price(s)
SELL  Upside* of subject security(ies) is less than -10% from last closing of market price(s)

Equity Valuation Methodology

AHL Research uses the following valuation technique(s) to arrive at the period end target prices;
Discounted Cash Flow (DCF)

Dividend Discounted Model (DDM)

Sum of the Parts (SoTP)

Justified Price to Book (JPTB)

Reserved Base Valuation (RBV)
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Risks

The following risks may potentially impact our valuations of subject security (ies);
» Market risk

» Interest Rate Risk

» Exchange Rate (Currency) Risk

This document has been prepared by Research analysts at Arif Habib Limited (AHL). This document does not constitute an offer or solicitation for the purchase or sale of any security. This publication is intended only for distribution to the clients of the
Company who are assumed to be reasonably sophisticated investors that understand the risks involved in investing in equity securities. The information contained herein is based upon publicly available data and sources believed to be reliable. While
every care was taken to ensure accuracy and objectivity, AHL does not represent that it is accurate or complete and it should not be relied on as such. In particular, the report takes no account of the investment objectives, financial situation and
particular needs of investors. The information given in this document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This information is subject to change without any
prior notice. AHL reserves the right to make modifications and alterations to this statement as may be required from time to time. However, AHL is under no obligation to update or keep the information current. AHL is committed to providing
independent and transparent recommendation to its client and would be happy to provide any information in response to specific client queries. Past performance is not necessarily a guide to future performance. This document is provided for
assistance only and is not intended to be and must not alone be taken as the basis for any investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this document should make such investigation as it
deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult his or her own advisors to determine the merits and risks
of such investment. AHL or any of its affiliates shall not be in any way responsible for any loss or damage that may be arise to any person from any inadvertent error in the information contained in this report.
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