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The Pakistan Economic Survey FY26 highlights an economy gradually emerging
from a prolonged period of macroeconomic stress, supported by improved external GDP Growth

stability, easing inflationary pressures for most of the year, and continued imple- 7.0% .
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mentation of fiscal and monetary reforms under the IMF program. While economic % ST
activity strengthened across key sectors, growth remained constrained by structur- ~ *™ i, “&* u
al bottlenecks, tight financial conditions earlier in the year, and subdued invest- :zj 342% o vk
ment activity. -
Overall, FY26 reflects a stabilization-led recovery rather than a broad-based expan- b I I
sion cycle, with improving macro indicators masking persistent underlying vulnera- ::: I 0.21%
bilities. 2o oo
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GDP Performance Source: SBP, HMFS Research
Pakistan’s economy recorded a real GDP growth of 3.7% in FY26, marking the
strongest expansion in four years. This compares with an estimated ~3.1% in FY25, CP1 vs Policy Rate
indicating a gradual recovery trajectory. mECPIYYA - Policy Rate
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However, growth remained below the official target of 4.2%, highlighting the gap 1,0

between cyclical recovery and structural growth potential. T it
.0%
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e Recovery remains stabilization-driven rather than investment-led 4.0%
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e Growth is improving but not yet broad-based or self-sustaining 2o
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Agriculture

Agriculture expanded by 2.9%, with livestock accounting for the bulk of growth,
while crop performance remained mixed. Cotton and maize production declined, Fiscal Deficit

highlighting ongoing productivity and competitiveness challenges in key crops. The Fiscal Deficit % of GDP)
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sector also remains vulnerable to weather-related disruptions, water constraints, =
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and limited mechanisation, underscoring the need for continued investment to im- PP

prove long-term productivity. I I I
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Manufacturing emerged as one of the key drivers of recovery, growing by 6.6%, sup- oo o -
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demand normalization.
Source: MoF, HMFS Research
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Sector highlights:

e LSMgrowth: 6.5% (Jul-Mar FY26)
e 16 outof 22 subsectors in positive territory

e Keycontributors:

*  Food products

*  Textiles

*  Automobiles

*  Non-metallic minerals

*  Electrical equipment

Mining activity also returned to positive territory after several years of contraction,
though energy and resource investment remains limited.

The broad-based nature of recovery indicates:

e Early-stage industrial upcycle dynamics
e Improved domestic demand conditions

e Cyclicalrecovery, not structural expansion

Energy Sector

Pakistan’s energy landscape continued to reflect a gradual structural transition to-
ward cleaner sources, though external vulnerability remained high.

Installed capacity and mix:

e Totalinstalled capacity: 49,651 MW

e Clean energy share (hydel, nuclear, renewables): 50.8%

Despite diversification progress, external dependence remains a key macro risk:

e Petroleum import volumes: +10.5%
e Importbill: USD 8.9bn
e (Gas consumption: 2,929 MMCFD

*  RLNG share: 613 MMCFD

Key implication:

e Energy imports remain a major transmission channel for external account pres-

sure and inflation volatility

e Geopolitical and commodity price shocks continue to pose macro risks

GROWTH RATE (at constant fc) %

GDP 3.2 37
Agriculture 1.5 2.9
Manufacturing 2.0 6.6
i(?](émsr:((:)t%liy Produc- 3.2 3.2
Services Sector 3.1 4.1

Source: MoF, HMFS Research

GROWTH RATE (at current mp) %

2024-2025 R ( Jﬁf_zla':iisp)
Total Investment 18.3 10.9
Fixed Investment 19.8 10.9
Public Investment 44.3 53
Private Investment 13.2 12.8

Source: MoF, HMFS Research

(as % of GDP current mp)

2024-2025 R ( Jﬁﬁzﬂ':iisp,
Total Investment 14.4 14.4
Fixed Investment 12.7 12.7
Public Investment 3.3 3.1
Private Investment 9.5 9.6
National Savings 14.9 14.1
Foreign Savings -0.5 0.2
Domestic Savings 7.9 7.0

Source: MoF, HMFS Research
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Fiscal Development FISCAL POLICY (as % of GDP mp)
The fiscal position improved during FY26, with the deficit narrowing to 0.7% of GDP, 2024-2025 R (Jﬁ:’_za'azr‘ﬁﬁp)
supported by higher revenue collection and lower debt servicing costs. Total Revenue . 17
Key observations: Tax Revenue 11.2 8.0
e Fiscal consolidation continues under policy discipline Non-Tax Revenue 4.6 37
o Lowerinterestrates contributed to reduced financing costs Total Expenditure 21.2 12.3
e Revenue performance remained stable but requires further broadening Current Expenditure 18.9 11.2
However, structural weaknesses persist: Defence 1.9 13
e Narrow tax base Markup Payments 7.8 3.9
e Heavyreliance on indirect taxation Others 9.2 6.0
e Need forimproved tax administration efficiency Development Ex- 26 15

penditure

Overall Deficit 5.4 0.7

Money & Credit Conditions

Source: MoF, HMFS Research
Monetary conditions evolved through two distinct phases during FY26.

e Early phase: easing cycle supported liquidity and private sector credit expan- STOCK EXCHANGE (growth %)

sion 2025-2026
202420258 (Jul- March P)

e Later phase: renewed tightening pressures emerged amid geopolitical tensions

. . . KSE 100 Index 60.1 18.4
and inflation risks
Aggregate Market 469 85
Key developments: Capitalization ' '

. . . . Source: MoF, HMFS Research
e Private sector credit growth improved during Jul-Mar

e Government borrowing pressures eased relative to previous years Trade and Payments (Growth %)
e Lending rates remained elevated in real terms for most of the year 2024-2025 R 2025-2026
(Jul- March P)
Outlook remains sensitive to:
Exports (fob) 4.4 -8.0
e Inflation trajectory Imports (fob) 11.2 6.9
e External shocks \é\éorkers‘ Remittanc- 266 8.2
e Monetary policy stance continuity As % of GDP (mp)
. Exports (fob) 7.9 6.9
Capital Markets & Corporate Sector
Imports (fob) 14.5 15.4
Capital markets reflected improved macro stability and earlier monetary easing,
with positive investor sentiment during most of the year. Trade Deficit 6.6 8.5
Current Account
Deficit e i

Source: MoF, HMFS Research
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Market performance:

e KSE-100 Index: +18.4% (Jul-Mar FY26)
e Market capitalization: PKR 16.5tn (~USD 59.2bn)

Additional developments:

e Rising participation in Shariah-compliant instruments

o 57.5% of listed securities classified as Shariah-compliant

e Continued expansion in Sukuk issuance

e Healthy trend in new company registrations, particularly in IT and services
Despite gains, market depth remains limited due to:

e Narrow listed universe

e Low retail participation in equities compared to fixed-income savings instru-
ments

IT & Telecom Sector

The digital economy continued to demonstrate strong structural growth, reinforcing
its role as a key external sector stabilizer.

Key indicators:

e Broadband penetration: 64.2%

e Telecomrevenues: PKR 837bn

e Fiscal contribution: PKR 285bn

e 5G spectrum auction proceeds: USD 509.6mn

Key insight:

e Sector remains highly elastic to growth and foreign inflows

e Freelancer-driven IT exports continue to support external account stability

e Structural digitalization trend remains intact

Inflation

Average CPl inflation moderated to 6.2% (Jul-Apr FY26), reflecting significant disin-
flation compared to prior years.

However, inflation dynamics remained sensitive to external shocks:

e Energy price volatility remained the key driver of upside risk
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e Aprilinflation uptick highlighted imported cost pressures
e Servicesinflation remained relatively sticky

Key takeaway:

e Inflation stability remains fragile and externally dependent

e Sustained price stability requires continued macro discipline

Trade & External Payments

The external sector remained broadly stable, supported by strong remittance in-
flows and improving services exports.

Key highlights:

e Currentaccount surplus: USD 72mn (Jul-Mar FY26)

e |Texports remained a key support factor

e Reserves position strengthened during the year

However:

e (Goods trade deficit widened due to recovering imports

e External stability remains dependent on remittances and financing inflows

Assessment:

e External position is stable but not structurally strong

e Vulnerability to import cycles persists

Public Debt

Public debt stood at PKR 83.3tn (March FY26), with debt servicing continuing to ab-
sorb a significant portion of fiscal resources.

Key developments:

e Lowerinterestrates provided temporary relief in servicing costs
e Improved maturity management and diversification efforts observed

e External financing remains largely dependent on multilateral and bilateral sup-
port

Key risk factors:
¢ Refinancing and rollover pressures remain significant

e Debt sustainability remains closely tied to macro stability and reform continuity
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Sector Wise GDP Contribution FY2026

Wholersale & Retail trade 16.6%

Livestock 13.6%
Transportation & Storage 9.6%
Other Private Services

Large Scale Manufacturing

Real Estate Activities

Public Administration and Social Security
Important Crops

Other Crops

Education

Information and Communication

Small Scale Manufacturing

Construction

Electricity, Gas and Water supply

Human Health and Social Work Activities
Accommodation and Food Services Activities
Financial and Insurance Activities
Slaughtering

Mining and Quarrying

Forestry

Fishing

Cotton Ginning

0.0% 2.0% 4.0% 6.0% 8.0% 10.0% 12.0% 14.0% 16.0% 18.0%

Source: MoF, HMFS Research

Overall Assessment

FY26 reflects a meaningful consolidation in macroeconomic stability, supported by
fiscal discipline, contained inflation for most of the year, improved debt dynamics,
and recovering industrial activity. However, the sustainability of this stabilization
phase remains contingent on structural reforms aimed at raising investment, ex-
panding exports, and reducing external vulnerability, particularly in the energy and

trade balance channels.
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DISCLAIMER

This research report is for information purposes only and does not constitute nor is it intended as an offer or solicitation for the purchase or sale of securities or other
financial instruments. Neither the information contained in this research report nor any future information made available with the subject matter contained herein will
form the basis of any contract. Information and opinions contained herein have been compiled or arrived at by Habib Metropolitan Financial Services (HMFS) from
publicly available information and sources that HMFS believed to be reliable. Whilst every care has been taken in preparing this research report, no research analyst,
director, officer, employee, agent or adviser of any member of HMFS gives or makes any representation, warranty or undertaking, whether express or implied, and
accepts no responsibility or liability as to the reliability, accuracy or completeness of the information set out in this research report. Any responsibility or liability for
any information contained herein is expressly disclaimed. All information contained herein is subject to change at any time without notice. No member of HMFS has
an obligation to update, modify or amend this research report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projec-
tion, forecast or estimate set forth herein, changes or subsequently becomes inaccurate, or if research on the subject company is withdrawn. Furthermore, past per-
formance is not indicative of future results.

The investments and strategies discussed herein may not be suitable for all investors or any particular class of investor. Investors should make their own investment
decisions using their own independent advisors as they believe necessary and based upon their specific financial situations and investment objectives when investing.
Investors should consult their independent advisors if they have any doubts as to the applicability to their business or investment objectives of the information and the
strategies discussed herein. This research report is being furnished to certain persons as permitted by applicable law, and accordingly may not be reproduced or
circulated to any other person without the prior written consent of a member of HMFS. This research report may not be relied upon by any retail customers or person
to whom this research report may not be provided by law. Unauthorized use or disclosure of this research report is strictly prohibited. Members of HMFS and/or their
respective principals, directors, officers, and employees and their families may own, have positions or affect transactions in the securities or financial instruments
referred herein or in the investments of any issuers discussed herein, may engage in securities transactions in a manner inconsistent with the research contained in
this research report and with respect to securities or financial instruments covered by this research report, may sell to or buy from customers on a principal basis and
may serve or act as director, placement agent, advisor or lender, or make a market in, or may have been a manager or a co-manager of the most recent public offer-
ing in respect of any investments or issuers of such securities or financial instruments referenced in this research report or may perform any other investment bank-
ing or other services for, or solicit investment banking or other business from any company mentioned in this research report. Investing in Pakistan involves a high
degree of risk and many persons, physical and legal, may be restricted from dealing in the securities market of Pakistan. Investors should perform their own due
diligence before investing. No part of the compensation of the authors of this research report was, is or will be directly or indirectly related to the specific recommen-
dations or views contained in the research report. By accepting this research report, you agree to be bound by the foregoing limitations.

HMFS and / or any of its affiliates, which operate outside Pakistan, do and seek to do business with the company(s) covered in this research document. Investors
should consider this research report as only a single factor in making their investment decision. HMFS prohibits research personnel from disclosing a recommenda-
tion, investment rating, or investment thesis for review by an issuer/company prior to the publication of a research report containing such rating, recommendation or
investment thesis. Furthermore, it is stated that the research analyst (s) or their close relatives have neither served as a director/officer in the past 3 years nor have
received any compensation from the subject company in the past 12 months. Additionally, as per regulation 8(2)(i) of the Research Analyst Regulations, 2015, re-
search analysts currently do not have a financial interest in the securities of the subject company aggregating more than 1% of the value of the company. The re-
search analyst(s) also certifies that any spouse(s) or dependents (if relevant) do not hold a beneficial interest in the securities that are subject of this report.

HMFS endeavors to make all reasonable efforts to disseminate its publication to all eligible clients in a timely manner through either physical or electronic distribution
such as mail, fax and/or email. Nevertheless, not all clients may receive the material at the same time.

HMFS Stock Ratings System

Investors should carefully read the definitions of all rating used within every research reports. In addition, research reports carry an analyst’s independent view and
investors should ensure careful reading of the entire research reports and not infer its contents from the rating ascribed by the analyst. Ratings should not be used or
relied upon as investment advice. An investor’s decision to buy, hold or sell a stock should depend on said individual’s circumstances and other considerations. HMFS
uses a three tier rating system: i) Buy, ii) Hold and iii) Sell with our rating being based on total stock returns. A table presenting HMFS’ rating definitions is given be-
low:

Valuation Methodology

To arrive at our fair value estimates, HMFS uses different valuation methodologies including but not limited to:
*Discounted cash flow (DCF, DDM)
*Relative Valuation (P/E, P/B, P/S etc.)
*Equity & Asset return based methodologies (EVA, Residual Income etc.)

HMFS RATING GUIDE

BUY More than 15% Upside
HOLD Between 15% Upside & 15% Downside
SELL More than 15% Downside

Note: All fair value estimates are for a twelve month time horizon unless specified otherwise in the report
Upside/Downside represents the difference between the stated “Fair Value” & the prevailing “Market Price”
Total Return is based on both the Capital Gains return & the Dividend Yield & is exclusive of all applicable taxes
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