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Oct-2024E CPI at 6.5%, FY25E CPl may average 8% or
below

= Ongoing sharp disinflation trend is expected to persist, with October 2024 CPI likely to fall to 6.5% (lowest since Jan-2021
owing to a high base affect), a 59bp MoM uptick. This would take 4MFY25 average to 8.5%, down from 4MFY24 average of
28.4%.

=  Similarly, food inflation, which was north of 25% reading last year, is expected deflate in Oct-2024, with a -0.58% YoY, while
a +65bp MoM reading - on high base again.

= Core inflation is expected to be just shy of the single-digit territory and clock in at 10.6% in Oct-2024 (32-month low), with a
MoM uptick of 54bp.

= Our base case estimates for FY25E take average CPI to 8%, while removing any additional PDL and taking normalized milk
price increase (instead of ~35% increase taken in base case) would reduce FY25E CPI average to 6.5%.

Oct-2024 CPI expected at 6.5% - ~4-year low

Pakistan’s ongoing sharp disinflation trend is expected to continue with an almost Amreen Soorani, FCCA
4-year low CPI reading in Oct-2024. CPI is set to tumble to 6.5% in Oct-2024 amreen.soorani@js.com
(lowest since Jan-2021), following a 6.9% reading in Sep-2024. This is primarily +9221 111-574-111 Ext: 3099

driven by a favorable base effect from the soaring inflation of the previous year.
The sharp disinflation is despite a 59bp MoM increase in the headline inflation. This
would take 4MFY25 average to 8.5%, down from 4MFY24 average of 28.4%.

CPI by Category CPI projections

Weight Oct24 YoY MoM 16%
Headline CPI 100.0% 262.51 6.5% 0.6% 14% 13.46%
Food 34.6% 278.65 -0.6% 0.6% 190
Tobacco 1.0% 385.26 6.4% 0.0% 10%
Clothing 8.6% 245.90 14.2% -0.1% 6% 6.04%
Housing, Gas & Elec. 23.6% 238.37 18.8% 1.2%
Furnishing 4.1% 270.48 5.7% 0.4% 6%
Health 2.8% 255.61 11.9% 1.1% 4%
Transport 5.9% 299.84 -6.1% -1.5% 2%
Communication 2.2% 135.10 12.5% 0.2% %% e L W W oW oW W w
Recreation 1.6% 275.40 7.7% 0.6% T2 I8 8 R 8 &
Education 3.8% 205.89 12.1% 2.0% S 855553 8% 3
Restaurant 6.9% 277.60 8.2% 0.7% "~ 2= 0w =
Miscellaneous 4.9% 296.27 12.7% 0.4% Base Case

Source: PBS, JS Research ) » )
Excluding additional PDL and sharp milk

Higher food and rent may offset lower transport costs price increase

Similarly, food inflation, which was north of 25% reading last year, is expected  Source: PBS, SBP, JS Research
deflate in Oct-2024, with a drop of 0.58% YoY, while a +65bp MoM reading — on
high base again.

Sequential price increases in food (35% weight) and an uptick in house rent are
expected to more than offset the decline in Energy prices. The recent decline in
global oil prices had further reduced POL product prices during the start of Oct,
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hence Transport Index (6% weight) is expected to further reduce 146bps MoM this
month.

Core inflation to fall to 32-month low

Core inflation is expected to clock in at 10.6% in Oct-2024, with a MoM uptick of
54bp. While the pace would be similar to headline inflation, the core inflation pace
is expected to reduce to a 32-month low (lowest since Feb-2022). To recall, Urban
core inflation had already dropped to single-digits, clocking in at 9.3% (Sep-2023:
18.6%), while Rural core inflation was reported at 12.1% (Sep-2023: 27.3%) — both
lowest since Jun-2022.

Delays in inflationary measures push FY25 estimates

For the remaining of FY25, we continue to assume an increase of Rs10/ltr in fuel
prices through PDL, contraction in gap of fresh and packaged milk prices (7%
weight of fresh milk price in CPI basket) from current ~80% to ~35% (historical gap:
~15%), and regular gas and power tariff increases. We also incorporate ~6%
annual rupee depreciation, while maintaining global oil prices at current levels.

While these assumptions take our FY25E average CPI to 8%, no additional PDL
and normalized milk price increase would reduce FY25E CPI average to 6.5%.

RIR set to rebound to ~11ppt after 26 years

Despite a recent 200bps cut in Policy Rate and cumulative 450bps cut in the last 4
months, the ongoing sharp disinflation maintains a high real interest rate (RIR)
level. Oct-2024 expected CPI reading is poised to propel RIR up to ~11ppt, highest
since May-1998. On normalized CPI levels of 12%, expected from May-2025, RIR
at current Policy Rate stands at 5.5ppt.

Real Interest Rate trend (RIR)
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While this trend of abating inflation strengthens the Monetary Policy Committee's
case for continuing the easing cycle in its upcoming 4th November meeting, in our
view. Having said that, in the latest IMF Staff report, the government of Pakistan
has affirmed their committed to reducing core inflation and re-anchoring inflation
expectations. To achieve this, it has been said that policy rates will remain
significantly positive in real terms and will be adjusted promptly based on evolving
price data. For now, we expect the easing cycle to continue with a fourth
consecutive interest rate cut, this time of 150bp in the 4th November monetary
policy meeting, bringing the Policy Rate down to 16%. To note, secondary market
yields already trade 107bp — 558bp below the current Policy Rate of 17.5%, pricing
in a sharp cut in the near future.



%JS Global

Disclosure

JS Global hereby discloses that all its Research Analysts meet with the qualification criteria as given in the Research Analysts Regulations 2015
(‘Regulations’). Each Analyst reports to the Head of Research and the Head of Research reports directly to the CEO of JS Global only. No person engaged
in any non-research department has any influence over the research reports issued by JS Global and/or no person engaged in any non-research department
(other than the CEO) has any influence on the performance of the Research Analysts or on their remuneration/compensation matters.

The Research Analyst(s), author of this report hereby certify that all of the views expressed in this research report accurately reflect their personal,
unbiasedand independent views about any and all of the subject issuer(s) or securities, and such views are based on analysis of various information
compiled from multiple sources, including (but not limited to) annual reports, newspapers, public disclosures, financial models etc. The given sources appear
to be and consequently are deemed to be reliable forforming an opinion and preparation of this report. Such information may not have beenindependently
verified or checked by JS Global or the Research Analyst, and therefore, all such information as given in this report may or may not prove to be correct. It
is hereby certified that no part of the compensation of JS Global or the Research Analyst was, is, or will be directly or indirectly related to the specific
recommendation(s) or view(s) in this report.

Rating System

JS Global Capital Limited uses a 3-tier rating system i.e. Buy, Hold and Sell, based on the level of expected return. Time horizon is usually the annual
financial reporting period of the company.

‘Buy’: Stock will outperform the average total return of stocks in our universe
‘Hold’: Stock will perform in line with the average total return of stocks in our universe
‘Sell’: Stock will underperform the average total return of stocks in our universe

Target price risk

Company may not achieve its target price for various reasons including company specific risks, competition risks, sector related risks, change in laws, rules
and regulations pertaining to the business of the Company as well as a change in any governmental policy. The results of operations may also be materially
affected by global and country-specific economic conditions, including but not limited to commodity prices, prices of similar products internationally and
locally, changes in the overall market dynamics, liquidity and financial position of the Company and change in macro-economic indicators. The company is
exposed to market risks, such as changes in interest rates, foreign exchange rates and input prices. From time to time, the company may enter into
transactions, including transactions in derivative instruments, to manage certain of these exposures.

Research Dissemination Policy

JS Global Capital Limited endeavours to make all reasonable efforts to disseminate research to all clients (without any preference, prejudice or biasness)
in a timely manner through either physical or electronic distribution such as mail, fax and/or email.

Disclosure Pertaining To Shareholding/Conflict of Interest

The Research Analyst has not directly or indirectly received any compensation from the Subject Company for preparation of this report or for the views
expressed herein, and the Subject Company is not associated with the Research Analyst in any way whatsoever.

No other material information (other than the one specifically disclosed in this report) exists (for JS Global as well as the Research Analyst) which could be
a cause of conflict of interest in issuing this report.

Disclaimer of Liability

No guaranty, representation or warranty, expressed or implied, is made as to the accuracy, completeness, reasonableness, correctness, usability, suitability
or purposefulness of the information contained in this report or of the sources used to compile the information contained in this report.

All information as given in this report may or may not prove to be correct, and is subject to change without notice due to market forces and/or other factors
not in the knowledge of or beyond the control of JS Global or the Research Analyst(s), and neither JS Global nor any of its analysts, traders, employees,
executives, directors, sponsors, officers or advisors accept any responsibility for updating this report and therefore, it should not be assumed that the
information contained herein is necessarily complete, accurate, reliable or up-to-date at any given time.

The client is solely responsible for making his/her own independent investigation, appraisal, usability, suitability or purposefulness of the information
contained in this report. In particular, the report takes no account of the investment objectives, financial situation and particular needs of investors who
should seek further professional advice or rely upon their own judgment and acumen before making any investment. This report should also not be
considered as a reflection on the concerned company’s management and its performances or ability, or appreciation or criticism, as to the affairs or
operations of such company or institution

Consequently, JS Global and its officers, directors, sponsors, employees, executives, consultants, advisors and analysts accept no responsibility or liability
towards the Client, and assume no obligation to do (or not to do) anything with respect to the information contained in this report. Research Analyst(s) and
JS Global shall also not be liable in any way and under any circumstances whatsoever for any loss, penalty, expense, charge or claim that may be
suffered/incurred by the client as a result of receiving, using, or having complied and distributing this report.

Warning: This report may not be reproduced, distributed or published by any person for any purpose whatsoever. Action will be taken for
unauthorized reproduction, distribution or publication.



