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SEE IMPORTANT DISCLOSURES AT THE END OF THE REPORT

• Oct-24 NCPI to rise by 1.2% M/M. We expect the NCPI to rise by 1.2% M/M, primarily due to the conclusion

of a three month electricity price subsidy for consumers using up to 200 units (except for lifeline) and a

rebound in wheat and perishable food items. This is estimated to lead to an uptick in the Y/Y NCPI to 7.1%

after four consecutive declines. However, core NCPI is expected to maintain a downward trend, posting 9.6%

Y/Y (0.4% M/M), compared to 10.4% Y/Y in Sep-24.

• Electricity price subsidy expiration as the main driver. We anticipate electricity prices to rise by

approximately 11% M/M due to the end of the three-month subsidy for consumers in the up to 200 units

slab (Except lifeline). To highlight, FCA during this period declined by PKR -0.5/KWh.

• Food index expected to rise by 0.9% Y/Y. Wheat prices have been on a downward trend since the beginning

of the year and are projected to see a positive correction of 7% M/M. Similarly, an increase in perishable food

items and chicken is expected, leading to a 1.5% M/M rise in the food index.

• Fuel prices eased 2.3% in Oct-24. The average fuel price declined by ~2.3% M/M in Oct-24 due to falling

international crude prices. As a result, we estimate the transport index will decrease by 1.6% M/M in Oct-24.

• 200 bps policy rate cut expected. Overall prices have remained soft due to declining international

commodity prices and a stable currency. With weak demand in China, commodity prices are expected to stay

low. Additionally, reduced consumer purchasing power in Pakistan is likely to keep core inflation in check.

Consequently, FY25 inflation is expected to remain below 7.5%. We anticipate a 200 bps policy rate cut on

4th Nov, as real interest rates are significantly positive (11% on next 12M avg NCPI) and targeted GDP growth

may remain challenging amid negative LSM growth in 2MFY25 and challenges in the agricultural sector.

NCPI estimated to rise 7.1% Y/Y in Oct-24
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12M Fwd RiR at ~11/10.8% in Sep/Oct-24E

Source: PBS, Optimus Research

*RiR is Real Interest Rates
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2NCPI to rise 1.2% M/M in Oct-24

Inflation  Weights Oct-24E 4MFY25

% Y/Y M/M Y/Y

General 100.0% 7.1% 1.20% 8.7%

Food & non-alcoholic beverages 34.6% 0.3% 1.51% 0.9%

Alcoholic Beverages & Tobacco 1.0% 6.4% 0.03% 6.7%

Clothing & Footwear 8.6% 14.4% 0.11% 16.3%

Housing, Water, Electricity, Gas & Fuels 23.6% 20.9% 3.04% 22.3%

Furnishing & Household Equipment 4.1% 4.6% -0.66% 7.7%

Health 2.8% 11.3% 0.60% 15.4%

Transport 5.9% -6.2% -1.57% 0.0%

Communication 2.2% 12.3% 0.00% 12.8%

Recreation & Culture 1.6% 7.5% 0.43% 8.2%

Education 3.8% 10.1% 0.25% 12.8%

Restaurants & Hotels 6.9% 8.3% 0.79% 9.6%

Miscellaneous 4.9% 13.0% 0.74% 12.8%

Source: PBS, Optimus Research
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Chart 3: Top M/M decline in food prices (U/R weights 6/8%)

Source: PBS, Optimus Research

Chart 2: Top M/M increase in food prices (U/R weights 8/13%)

Source: PBS, Optimus Research

Food index to decline 0.3% M/M in Sep-24
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Chart 5: Electricity prices expected to jump 11% M/M

Source: PBS, NEPRA, Optimus Research

Chart 4: Transport index to ease 1.6% M/M for the 3rd consecutive 
month

Source: OGRA, PBS, Optimus Research

Conclusion of electricity subsidy to drive up M/M NCPI
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