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‘New budget will do little to allay IMF concerns’

The budget for the next fiscal year will do little to allay the International Mone-
tary Fund’s concerns and makes it more difficult for Pakistan to complete the
pending ninth and 10th reviews of the current bailout package, experts say.
This view, shared by a Washington-based economist Uzair Younus, is backed by
many in the US capital about how the budget impacts Pakistan’s chances of
receiving the remaining two tranches from the IMF and of getting a new assis-
tance package. Even those in the IMF and the World Bank share these senti-
ments, although no official is willing to offer on-the-record comments because
of the sensitivity of the issue. Click to see more
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Market- Key Statistics
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Current _ Previous  Change = fj ct-ever crude-laden Russian ship arrives
EiEslrgor;Zc:jzex g;;z:z; giisiz igi:iz The first-ever Russian oil ship carrying over 45,000 metric tons of crude has ar-
KSE30 Index 1555173 15662.84  -111.11 rived at Karachi Port on Sunday. “It is a significant development for Pakistan’s
KMI30 Index 7177528 7146853 30675 €nergy sector as the deal between Pakistan and Russia has almost materialized
Volume (mn) 27272339 22903521 43688 When the first crude oil ship has anchored at Karachi Port”, industry players

Source: PSX. said. The Russian ship “Pure Point” carrying 45,142 metric tons crude has suc-

Top Losers-KSE100 Index cessfully anchored at oil tankers’ berth OP2 of Karachi Port Trust, the port

sources confirmed. In a bid to diversify its oil imports sources, Pakistan had

Symbol Price % Change Volume

GAT] 323,71 (7.50%) 100 signed as agreement with Russian Federation to buy crude on discounted rates
TATM 64 (-6.84%) s0p @ few months back. Click to see more

PINL 6.01 (-5.35%) 500

DLL 200 (-3.80%) 100

KOSM (-2.95%) 10,000 Sindh aims to collect Rs469b

The Sindh government has unveiled its budget for the next fiscal year, aiming

Top Winners-KSE100 Index to collect revenue of Rs469.90 billion in provincial taxes. The government has

Symbol Pricc % Change Volume set an ambitious target for itself despite the prevailing economic slowdown.

HASCOL 6.27 (11.17%) 6,978,000 The share of provincial taxes in the total tax receipts is estimated to be around

NICL 47.57 (7.48%) 13,500 21%, which amounts to approximately Rs2.20 trillion for FY24. However, the
0,

EaBL LU 10512 UL government continues to heavily rely on federal transfers, foreign project assis-

PASL 0.75 (7.14%) 5,500 . . . . I

SITC (7.12%) tance, foreign grants, and domestic borrowing to manage the province’s financ-

Volume Leaders KSE-All Index

es. Under the budget layout of Rs2.24 trillion, the government has projected a
budget deficit of Rs37.79 billion for FY24. The Pakistan People’s Party (PPP)-led

Symbol Price % Change Volume L L . .
provincial government plans to collect a significant portion of provincial taxes
HASCOL 6.27 (11.17%) 6,978,000 R i o _ R
0GDC 39.83 (3.40%) 5> 972588 [rom indirect taxes like the General Sales Tax Provincial, which primarily affects
PPL 71.89 (4.60%) 1,774,459 common people. Click to see more
SNGP 42.99 (2.65%) 1,268,503
5.74 (0.70%) 1,233,500

Volume Leaders KMI-30 Index

Sindh unveils ambitious rehabilitation plans
The Sindh government has revealed a comprehensive rehabilitation plan in its

syiibol R NS Volume (mn) | | dget for 2023-24, aiming to revitalise various sectors affected by the devas-
0,
Iiti 1253.12 3'22; ii'gg tating monsoon floods of 2022. Chief Minister Sindh, Murad Ali Shah, highlight-
. -U. (0] . . . . .
GGL 11.44 0.62% 10.65 ed the extensive damage caused by the calamity, which affected over 33 mil-
PAEL 11.03 0.54% 916 lion people nationwide, with Sindh bearing the brunt of the destruction. Click
CNERGY 3.72 0.81% 7.07 to see more
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Key Economic Data Changes in FBR’s tax expenditure may affect provincial revenues

Reserves (20-Jan-23)

$9.45bn

Inflation CPI Dec’22

24.5%

Exports - (Jul'21-Jun’22)

$31.79bn

Imports - (Jul’21-Jun’22)

$80.18bn

Trade Balance- (Jul’21-Jun’22)

$(44.77)bn

Current A/C- (Jul’21-Jun’22)

$(17.4)bn

Remittances - (Jul’21-Jun’22)

$29.45bn

Source: SBP

FIPI/LIPI (USD Million)

FIPI (10-Mar-23)

0.565

Individuals (10-Mar-23)

0.444

Companies (10-Mar-23)

2.934

Banks/DFI (10-Mar-23)

(0.036)

NBFC (10-Mar-23)

0.00695

Mutual Fund (10-Mar-23)

(0.836)

Other Organization (10-Mar-23)

0.399

Brokers (10-Mar-23)

(2.856)

Insurance Comp: (10-Mar-23)

(0.621)

Source: NCCPL

The changes made in the cost of tax exemptions by the Federal Board of Reve-
nue (FBR) may have an impact on provincial tax collections/ revenues. The FBR’s
tax expenditure report-2023 revealed that the factual tax expenditures may
vary depending on a host of factors. The tax expenditure estimates presented in
the report relate to FBR revenues only and do not account for the provincial
revenue expenditure. It is pertinent to mention that federal and provincial tax
systems interact with each other to varying degrees on practical grounds. As a
result, changes in FBR’s tax expenditure may have consequences for provincial
revenues. Click to see more

Inflation, public debt ‘major risks’ to economy

The coalition government has identified key risks to the next year’s budget and
the medium-term macroeconomic outlook, including the current financial and
operational performance of state-owned enterprises (SOEs), rising public debt,
movement of interest and exchange rates by the State Bank of Pakistan, and
climate change. In an integrity statement submitted to parliament required un-
der the Public Finance Management Act as part of the federal budget, Finance
Minister Ishaq Dar and Finance Secretary Imdad Ullah Bosal have also highlight-
ed that the Russia-Ukraine war, falling global growth and rising inflation could
pose risks to the economic growth and sustainability of fiscal and monetary pro-
jections. Click to see more

Commodities Current  Previous Change
Cement (Rs./bag) 1,043 1,043 0.00%
DAP (PKR/bag) 9,429 9,527 -1.03%
Urea Fertilizer (PKR/bag) 2,626 2,531 3.75%
Gold Spot (USD/oz) 1,928.15 1,926.92 0.06%
Gold Future (USD/oz) 1,929.40 1,924.25 0.27%
WTI Spot (USD/bbl) 79.27 81.20 -2.38%
WTI Future (USD/bbl) 79.68 81.33 -2.03%
FOREX Reserves (USD bn) 9.45 10.44 -9.48%

Exchange Rates— Open Market Bids

Prime Minister Shehbaz Sharif has expressed his optimism regarding Pakistan’s
chances of striking a deal with the International Monetary Fund (IMF) this
month, saying that the government has accepted all the conditions of the global
lender and implemented them. The prime minister made these remarks while
addressing an inauguration ceremony of a Sports Complex here on Sunday. PM
Shehbaz regretted that the previous government of Pakistan Tehreek-e-Insaf
(PTI) reneged its agreement with the International Monetary Fund (IMF) that
led to “very serious economic situation”. Click to see more

Sugar import: Cut in tax rates amongst reasons behind huge income tax ex-
emptions cost

The reduction in tax rates including withholding tax on the import of sugar is
one of the reasons for huge cost of income tax exemptions during 2021-22. The

Local (PkR) Current Previous Change . .
PKR / USS 281 5 283 2 Y tax expenditure report-2023 issued by the Federal Board of Revenue (FBR) re-

' ' ' vealed that income tax expenditures are classified into various types of meas-

- 9, . . . .
PKR / EUR e = BLEb ure, i.e., allowances, credits, exemptions, reduced rates, exclusion, etc. Overall
PKR / GBP 331.5 331 0.15% income tax expenditure accounted for 18.93% of the total expenditure in 2021-
PKR / JPY 2.06 2.06 0.00% 22.Income tax related tax expenditures are higher by 1.77% during 2021-22 as
PKR / SAR 743 742 0.13% compared to 2020-21. Major chunk of income tax exemptions pertains to in-
. . o
PKR / AED - 268 .0y COomes g)fempt f'r(.)m tax given in Part | of Se.cond Schedule .(54.826), followed
by specific provisions (16.24%) and tax credits (12.30%). Click to see more

PKR / AUD 184.5 182.5 1.10%
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Analyst Certificate:

The Research Report is prepared by the research analyst at WE Financial Services Ltd. It includes analysis and views of our research team that precisely reflects the
personal views and opinions of the analysts 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). The views expressed in this report are unbiased and independent opinions of the Re-
search Analyst which accurately reflect his/her personal views about all of the subject companies/securities and no part of his/her compensation was, is or will be
directly or indirectly related to the specific recommendations or views expressed in this report.

Disclaimer:

The Report is purely for information purposes and the opinions expressed in the Report are our current opinions as of the date of the Report and may be subject to
change from time to time without notice. Past performance should not be taken as an indication or guarantee of future performance, and no representation or
warranty, express or implied, is made regarding future performance. Information, opinions and estimates contained in this report reflect a judgment of its original
date of publication by WE Financial Services Ltd. and are subject to change without notice. The price, value of and income from any of the securities or financial
instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate fluctuation that may have
a positive or adverse effect on the price or income of such securities or financial instruments. The information provided in the Report is from publicly available
data, which we believe, are reliable.

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 con-
tained herein is based upon publicly available data and sources believed to be reliable. While every care was taken to ensure accuracy and objectivity, WE Financial
Services Ltd. 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 assur-
ance that future results or events will be consistent with this information. This information is subject to change without any prior notice. WE Financial Services Ltd.
reserves the right to make modifications and alterations to this statement as may be required from time to time. However, WE Financial Services Ltd. is under no
obligation to update or keep the information current. WE Financial Services Ltd. 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. WE Financial Services Ltd. or any of its affiliates shall not be in any way responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report.

Stock Ratings

WE Financial Services Ltd. uses three rating categories, depending upon return form current market price, with Target period as December 2021 for Target Price. In
addition, return excludes all type of taxes. For more details kindly refer the following table;

Potential to target price

Buy Upside More than +10% from last closing price
HOLD In between -10% and +10% from last closing price
SELL Less than -10% from last closing price

Equity Valuation Methodology

WE Research uses the following valuation technique(s) to arrive at the period end target prices;
(] Discounted Cash Flow (DCF)
(] Dividend Discount Model (DDM)
(] Relative valuation (P/E, P/B, P/S)
(] Equity & Asset return based (EVA, Residual income)

Risks

The following risks may potentially impact our valuations of subject security(ies);
e Market Risk
® Interest Rate Risk
e  Exchange rate risk

Disclaimer: This document has been prepared by Research Analysts at WE Financial Services Ltd.
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