ECONOMY UPDATE

MPC DECISION

The MPC has decided to raise the policy rate by 150 bps to 8.75pc

Equity Research | Monday, 22 November, 2021

The Monetary Policy Committee (MPC) has finally decided to raise the policy rate by 150 basis points to 8.75% as the risks related to
inflation and the balance of payments have increased. Earlier, when the SBP announced that the meeting of MPC has been preponed
to 19t Nov 2021 from 26%™ No 2021 to reduce the uncertainty, there was a consensus among the market participants that the agreement
with the IMF has been reached, that’s why the MPC has rescheduled its meeting to raise the interest rate by around 75-100 bps.

However, the actual decision of the MPC deviated from the market consensus which hurt the investors’ sentiment.

In addition to this, the SBP has decided to increase the frequency of monetary policy reviews from six (6) to eight (8) times a year with
the next MPC meeting to be scheduled for 14th Dec 2021. This action indicates the intention of further tightening in our view as the IMF
would compel the central bank to achieve a positive real interest rate by gradually adjusting the policy rate during the upcoming months.
As far as inflation is concerned, we expect the CPI inflation to exceed 10% in the coming months owing to the rising international

commodity prices and hike in energy tariffs.

The second concern of the SBP besides inflation is rising CAD which is weighing on the PKR. The current account deficit swelled to $5.08
billion in the first four months of the current fiscal year as compared to the current account surplus of $1.3 billion in the corresponding
period of the previous year. The stimulus packages amid the Covid-19 crisis and other expansionary measures taken in the recent budget

accelerated the growth which resulted in a spike in imports which led to the depreciation of PKR by around 11% during FYTD.

Going forward, we expect the monetary tightening to stabilize PKR by moderating the growth in the economy. Furthermore, the
probable decline in international commodity prices amid global efforts to improve supplies would slash down the inflation in the coming
months. Lastly, the resumption of the IMF program would generate a positive sentiment in the market and open other gateways of
financing for the country as well. However, the market is likely to remain under pressure in the short-term amid higher than expected
rate hike and rollover week. The Construction and Automobile sectors would remain depressed while the banks would remain in

limelight in our view.
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DISCLAIMER

This report has been prepared by Abbasi & Company (Private) Limited and is provided for information purposes only. Under no circumstances, this is to be used or considered as an offer to sell or solicitation of any offer to buy. While reasonable care has been taken to ensure that the
information contained therein is not untrue or misleading at the time of publication, we make no representation as to its accuracy or completeness and it should not be relied upon as such. From time to time, Abbasi & Company (Private) Limited and or any of its officers or directors
may, as permitted by applicable laws, have a position, or otherwise be interested in any transaction, in any securities directly or indirectly subject of this report. This report is provided only for the information of professional advisers who are expected to make their own investment
decisions without undue reliance on this report. Investments in capital markets are subject to market risk and Abbasi & Company (Private) Limited accepts no responsibility whatsoever for any direct or indirect consequential loss arising from any use of this report or its contents. In
particular, the report takes no account of the investment objectives, financial situation and needs of investors, who should seek further professional advice or rely upon their own judgment and acumen before making any investment. The views expressed in this report are those of
Abbasi & Company (Private) Limited Research Department and do not necessarily reflect those of the company or its directors. Abbasi & Company (Private) Limited as a firm may have business relationships, including investment--banking relationships, with the companies referred to in
this report. Abbasi & Company (Private) Limited does not act as a market maker in the securities of the subject company. Abbasi & Company (Private) Limited or any officers, directors, associates or close relatives do not have a financial interest in the securities of the subject company
to an amount exceeding 1% of the value of the securities of the subject company at the time of issuance of this report. Abbasi & Company (Private) Limited or any officers, directors, associates or close relatives are not currently serving or have served in the past three years as a director
or officer of the subject company. Abbasi & Company (Private) Limited or any officers, directors, associates or close relatives have not received compensation from the subject company in the previous 12 months. The subject company currently is not, or during the 12-month period
preceding the date of publication or distribution of this report, was not, a client of Abbasi & Company (Private) Limited. We have not managed or co-managed a public offering or any take-over, buyback or delisting offer of securities for the subject company in the past 12 months and/or
received compensation for corporate advisory services, brokerage services or underwriting services from the subject company in the past 12 months. Abbasi & Company (Private) Limited does not expect to receive or intend to seek compensation for corporate advisory services or
underwriting services from the subject company in the next 3 months

All rights reserved by Abbasi & Company (Private) Limited. This report or any portion hereof may not be reproduced, distributed or published by any person for any purpose whatsoever. Nor can it be sent to a third party without prior consent of Abbasi & Company (Private) Limited.
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VALIDITY OF THE PUBLICATION OR REPORT

The information in this publication or report is, regardless of source, given in good faith, and may only be valid as of the stated date of this publication or report. The information may be subject to change without notice, its accuracy is not guaranteed, it may be incomplete or condensed
and it may not contain all material information concerning the company, jurisdiction or financial instruments referred to in this report. The valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report and were based
upon several estimates and assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the estimates on which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or
will vary significantly from actual results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein is not to be relied upon as a representation and/or warranty by Abbasi & Company (Private) Limited and/or its other associated
and affiliated companies, that:

I. Such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and

I.  Thereis any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments stated therein

DEFINITION OF TERMS

TP Target Price CAGR Compound Annual Growth Rate FCF Free Cash Flows

FCFE Free Cash Flows to Equity FCFF Free Cash Flows to Firm DCF Discounted Cash Flows
PE Price to Earnings Ratio PB Price to Book Ratio BVPS Book Value Per Share
EPS Earnings Per Share DPS Dividend Per Share ROE Return of Equity

ROA Return on Assets SOTP Sum of the Parts LDCP Last Day Closing Price

VALUATION METHODOLOGY
To arrive at our Target Price, Abbasi & Company (Private) Limited uses different valuation methods which include:

I. Discounted Cash Flow Model
Il.  Dividend Discount Model
IIl.  Relative Valuation Model
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