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Major Events

During the week, the stock market was impacted by a combination of news and events that had a considerable effect on

its direction. Key events that shaped the market's trend included:
Power Sector Rebalancing: Tariff Overhaul and Solar Policy Reset

The power sector underwent a significant structural recalibration during the week as authorities moved simultaneously
on tariff rebalancing and solar policy reforms, signaling a decisive shift toward cost-reflective pricing and elimination of
cross-subsidization. The National Electric Power Regulatory Authority (NEPRA) approved a revised two-part tariff struc-
ture allowing the federal government to impose fixed monthly charges of up to PKR 350 per kW on domestic consumers
using up to 300 units — including protected users — while reducing industrial tariffs by around PKR 4.04 per unit, effec-
tively removing nearly PKR 101-102bn in industrial cross-subsidies. The restructuring aims to recover a greater share of
the PKR 2.56tn annual fixed capacity cost through fixed charges, increasing fixed-charge recovery by PKR 132bn to PKR
355bn annually and reducing reliance on volumetric billing. Concurrently, NEPRA replaced the existing net-metering re-
gime with a net-billing framework, lowering export compensation for new solar prosumers to the National Average Energy
Purchase Price (around PKR 10-11/unit) from the earlier PKR 26/unit, limiting system sizes to sanctioned loads, and
tightening rollover provisions, citing grid stress and an estimated PKR 300bn cumulative burden on non-solar consumers
amid rapid solar expansion (7,000MW on-grid; 13,000MW off-grid). However, following a backlash, Prime Minister
Shehbaz Sharif halted implementation of the Prosumer Regulations and directed a review petition, underscoring the poli-
cy sensitivity of shifting financial burdens from industry to households while attempting to safeguard grid stability and

long-term sector sustainability.

Banking Outlook Stabilizes as Policy Support Deepens and Agri-Finance Push Accelerates

Pakistan’s financial sector showed signs of broad consolidation as sovereign-linked banking risks moderated, growth
projections improved, and targeted support for exports and agriculture intensified. Moody’s Ratings revised Pakistan’s
banking sector outlook to stable from positive, aligning it with the sovereign rating of Caal (stable), while noting banks’
significant exposure to government securities — nearly half of total assets and around 9.4x equity — which tightly links
sector strength to sovereign credit quality. The rating agency expects gradual improvement in operating conditions, pro-
jecting real GDP growth at 3.5% in 2026 and inflation around 7.5%, with profitability supported by higher lending volumes
despite mild margin compression. Concurrently, the State Bank of Pakistan (SBP) upgraded its FY26 growth outlook to
3.75-4.75%, forecasting inflation within the 5-7% range and a contained current account deficit of 0-1% of GDP, while

easing liquidity via a CRR cut to stimulate private-sector credit. In parallel, banks voluntarily reduced the Export Re-
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Refinance Facility (ERF) rate by 300bps to 4.50% under coordination with the Pakistan Banks Association, lowering ex-
porters’ financing costs within the existing PKR 1,052bn limit. Agricultural credit disbursements reached PKR 1.412tn in
1HFY26, supported by digitization, warehouse receipt financing, and insurance reforms, while the government also ex-
plored an Agriculture Development Cess on fertilizer firms to redirect windfall gains toward farmer support, alongside

transitioning fertilizer plants to dedicated Mari gas supplies to ensure food security and sector sustainability.

Cross-Border Collaboration Catalyzes Trade and Investment

Pakistan intensified its regional and global economic integration through a coordinated push to expand trade, invest-
ment, and technology-driven partnerships across key sectors. Anchored by the launch of the Saudi-Pakistan Bridge Initi-
ative, signed by the Pakistan Regional Economic Forum and Saudi Bridge in Riyadh, the initiative aims to facilitate B2B
investment, cross-border collaborations, and joint ventures in energy, mining, logistics, healthcare, technology, food
processing, construction, and industrial manufacturing over the next three years, with early projects already identifying
potential joint ventures worth USD 500mn. Complementing this, Pakistan deepened bilateral cooperation with Uzbeki-
stan, where Prime Minister Shehbaz Sharif and President Shavkat Mirziyoyev signed MoUs valued at USD 3.4bn across
textiles, pharmaceuticals, agriculture, and tourism, establishing a five-year roadmap and joint anti-corruption initiatives.
Strengthening trade facilitation, Pakistan Customs and the State Customs Committee of Uzbekistan have operational-
ized the electronic exchange of pre-arrival Customs information, improving risk assessment, streamlining declarations,
and reducing consignment dwell time at borders — the first in a planned series of regional data-sharing agreements un-
der the Central Asia Regional Economic Cooperation (CAREC) Programme. At the same time, Pakistan advanced a Com-
prehensive Economic Partnership Agreement with the UAE to double trade from USD 8-10bn to USD 16-20bn, attracting
investments in infrastructure, ports, IT, and renewable energy, while engaging Turkiye to modernize agriculture and live-
stock using advanced Turkish technologies. Collectively, these developments signal a strategic, multi-country drive to
integrate Pakistan more deeply into regional value chains, promote investment flows, and leverage technology for sus-

tainable economic growth.
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Settlements: Capital market shifts to T+1 cycle: Pakistan’s capital market has officially transitioned to a T+1 settle-
ment cycle, marking a major structural reform aimed at improving market efficiency, reducing risk, and aligning the
country’s financial system with international best practices. Effective February 9, all eligible trades executed at the PSX

are now settled on a Trade plus one (T+1) basis, replacing the earlier T+2 settlement cycle.

Global oil demand to rise more slowly: IEA: World oil demand will rise more slowly than expected this year, the Interna-
tional Energy Agency said on Thursday, while warning the global market still faces a sizeable surplus despite outages that
cut supply in January. In its monthly oil report, the agency projected that global supply would exceed demand by 3.73
million barrels per day in 2026, broadly unchanged from last month. A surplus of that scale would equal almost 4% of

world demand and is larger than other forecasts.

SBP chief expects broader recovery than IMF forecast: Central bank chief expects the economy to grow as much as
4.75 percent this fiscal year, pushing back against a recent downgrade by the International Monetary Fund. Governor
Jameel Ahmad, in written responses to Reuters, argued the recovery is broader and more durable than headline export
data suggest. SBP raised its FY26 growth forecast to 3.75-4.75 percent at its January meeting, 0.5 percentage point high-

er than its previous range, despite a contraction in exports in the first half of the year and a widening trade deficit.

Pakistan receives $3.5bn in remittances in January 2026: The inflow of overseas workers’ remittances into Pakistan
stood at $3.46 billion in January 2026, SBP data showed. Remittances increased by nearly 15.4% year-on-year (YoY),
compared to $3.0 billion recorded in the same month last year. Monthly remittances were down 4% from $3.59 billion in
December. During the first seven months of the fiscal year (7MFY26), remittance inflows stood at $23.2 billion, up from

$20.9 billion in 7MFY25, a jump of 11.3%.

E-rickshaws & bikes under PAVE scheme: Govt fast-tracks subsidy disbursement: The government, under the Pakistan
Accelerated Vehicle Electrification (PAVE) scheme, has fast-tracked the process of transferring Rs80,000 in subsidies for
electric rickshaws and Rs40,000 for electric bikes. This was stated by CEO of the Engineering Development Board (EDB),
while reviewing the progress on the Prime Minister’s PAVE scheme. The process of providing electric bikes, rickshaws,

and loaders on easy installments, along with subsidy payments, has commenced.

Pakistan, Cambodia boost industrial, textile ties: Pakistan and Cambodia have agreed to deepen collaboration in the
industrial sector, with a special focus on the textile industry, aiming to create mutual economic benefits. During the dis-
cussions, both sides explored avenues to strengthen economic and industrial partnerships, enhance bilateral relations,

and promote investment opportunities, as reported by APP.
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Pakistan car sales jump 43% YoY in first seven months of FY26: Car sales in Pakistan increased by 43% year-on-year

(YoY) to 111,377 units in the first seven months of the fiscal year 2025-26 (FY26), showed Pakistan Automotive Manufac-
turers Association (PAMA). Car sales (including LCVs, Vans, and Jeeps) stood at 77,686 units in 7MFY25. In January
2026, car sales in Pakistan clocked in at 23,055 units, marking a 43-month high, reflecting a 36% YoY and 74% MoM in-
crease. “There are two reasons for the increase in sales of all vehicles; a decrease in interest rate set by the SBP and light

-and-small industry improved performance following a boost in auto sales.

Meezan Bank posts Rs92bn profit, dividend strong: Meezan Bank Limited (PSX: MEBL) posted a profit after tax of
Rs92.18 billion for the year ended December 31, 2025, showing an 11.13% decline YoY from Rs103.72bn in CY24. EPS
stood at Rs50.47, down from Rs57.28 last year. Total other income rose 19.9% YoY to Rs38.19bn, driven by higher for-

eign exchange gains of Rs5.48bn, compared to Rs0.83bn last year.
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Equity Market Review

Summary

The week started under pressure as investor caution took hold following Moody's revision of the banking sector outlook
from positive to stable, triggering sharp profit-taking across key sectors including E&P and banks. However, sentiment
improved mid-week as the SBP governor's optimistic growth projections (3.75-4.75% for FY26) and robust remittance
inflows (+11% Y/Y to USD 23.2bn in 7MFY26) restored some confidence. However, the recovery proved short-lived as
profit-taking resurfaced towards the end of the week, amid rising inflation projections for Q4 (estimated at 8%) and
heightened geopolitical uncertainties. The benchmark ultimately closed the week at the 179,603.73 level, down 4,525.85
points w/w or 2.46%. Trading activity remained robust throughout the week, with average daily volumes of ~482.38mn

shares on the KSE-100 and ~858.32mn shares across the broader market.
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Equity Market Review
Outlook

The market completed a landmark transition to T+1 settlement on February 9, reducing counterparty risk and aligning Pa-
kistan with leading global markets. This reform, combined with record investor participation (23,500 new accounts in Jan-
uary), strengthens the structural foundation for future growth. However, elevated inflation expectations and the upcoming
IMF review in late February remain near-term headwinds. The ongoing earnings season offers selective opportunities in
dividend-yielding stocks and fundamentally strong blue-chips. Investors should adopt a stock-specific approach, capital-

izing on improved market infrastructure while remaining cautious of geopolitical and domestic political volatility.
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Money Market Review PIB Yields
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Fo rex Market Review Foreign Exchange Reserves (USD bn)

HSBP BANKS
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Summary 20,000

During the week ended February 6, 2026, SBP-held foreign 15,000
exchange reserves increased modestly by USD 21mn w/w t0 10,000
USD 16.178bn. Net foreign reserves of commercial banks 5,000
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USD, closing the week at PKR 279.62, (up by PKR 0.09 w/w). Current Account Balance (USD mn)
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base broadening and FBR revenue targets.
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Key Economic Indicators

Units

Jan-26

Dec-25  Nov-25

Oct-25

%M/M

CY24 CY23 %YIY

Sep-25

Aug-25

Banking Indicators

Return on Outstanding Loans % - 10.91% 11.15% 11.25% 11.24%  11.33% -0.24% 17.07%  17.48%  -0.41%
Return on Deposits % - 5.35% 5.23% 5.23% 5.20% 531% 0.12% 10.74%  10.30% 0.44%
Interest rate Spread % - 5.56% 5.92% 6.02% 6.04% 6.02% -0.36% 6.33% 7.18%  -0.85%
Deposits (PKR bn) - 37,431 35,380 35,149 35,211 34,463  5.80% 30,283 27,841 8.77%
Advances (PKR bn) - 14,880 13,421 13,279 13,456 13,193 10.87% 16,009 12,352  29.61%
Investments (PKR bn) - 37,910 36,732 36,547 35,816 36,303 3.21% 29,129 25,280 15.23Y%
ADR % - 39.75% 37.93% 37.78% 38.22%  38.28%  1.82% 52.87%  44.37% 8.50%
IDR % 4 101.28%  103.82% 103.98%  101.72% 105.34% -2.54% 96.19%  90.80% 5.39%
Kibor (Ask Side)
3-Month % 10.39% 10.85% 11.16%) 11.16% 11.05%  11.05% -0.46% 18.81%  21.48%  -2.67%
6-Month % 10.39% 10.89% 11.19% 11.18% 11.05%  11.05% -0.50%) 18.58%  21.58%  -3.00%
9-Month % 10.62% 11.15% 11.44% 11.39% 11.27%  11.25% -0.53% 18.50%  21.84%  -3.34Y%
1-Year % 10.61% 11.16%) 11.47% 11.40% 11.28%  11.26% -0.55% 18.21%  21.86%  -3.65%
Avg. Exchange Rates
usD 279.95 280.29 280.71 281.11 281.53 28219 -0.12% 27853  280.44  _0.68%
Euro 328.56 328.43 324.52 327.24 330.31 328.15|  0.04% 301.36|  303.36  -0.66%
JPY 1.79 1.80 1.81 1.86 1.90 1.91 -0.70% 1.8410 1.9983 -7.87%
GBP 378.54 375.40 368.67| 375.43 380.11 379.09] 0.84%) 355.94  348.95 2.00%
CNY 40.17, 39.81 39.49 39.48 39.51 39.33 0.91% 38.70 39.59 2259
Item Units Jan-26 Dec-25 Nov-25 Oct-25 Sep-25 Aug-25 %M/M  FY25 FY24 %Y/IY

Inflation
Avg. CPI % 5.24% 5.10% 5.01% 4.73% 4.22% 3.53% 0.14% 4.49%  23.41% -18.92%
Avg. NFNE % 7.20% 6.90% 6.60% 7.50% 7.00% 6.90% 0.30% 6.90% 12.20%  -5.30%
Commodities
Arab Light (Avg.) | uSD/bbl | 62.88 62.82 65.62 66.82 71.31 71.59  0.09% 7489 8622 _13.14%
External Sector (FY USD mn)
Total Imports (USD Mn) 5,786 6,081 5,306 6,087 5,848 5,288 -4.85% 58,387 54,937 6.28%
Total Exports (USD Mn) 3,061 2,268 2,420 2,848 2,499 2,416/ 34.96% 32,039 30,684 4.42Y%
Trade Balance (USD Mn) (2,725) (3,813) (2,886) (3,239) (3,349)  (2,872) 28.53% (26,348) (24,253) -8.64%
Current Account Balance (USD Mn) - (244) 98 (291) 83 (325)-348.98% 328 (313) 204.79%
Remittances (USD Mn) 3,465 3,592 3,188 3,420 3,184 3,138 -3.56% 38,3000 30,251 26.61%
Oil Import Bill (USD Mn) 4 1,183.09 1,007.78| 1,293.23 1,092.95 1,238.98 17.40% 15,003.59 15,161.83  -1.04%
Source: SBP, PBS, Oilprice.com, HMFS Research
Note: % change is of last available month *N/M: Not Meaningful
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Valuation Guide

Period Current| Fair FV
End Price |Value
Dec BUY

1 FFC 579.6 657.0 13% 8340 455 575 605 365 395 435 7% 8% 101 9.6 52 45 52% 47% 21%
2 EFERT Dec BUY 2173 2550 17% 2901 212 247 285 215 220 267 10% 12% 8.8 7.6 57 54 60% 65% 30%
3 INDU* Jun BUY 21922 2321.0 6% 1723 1918 292.7 347.0 1147 176.0 2080 8% 9% 7.5 6.3 26 22 14% 21% 15%
4 HCAR Mar BUY 233.0 2980 28% 333 163 190 273 6.5 80 115 3% 5% 123 85 14 13 8% 6% 33%
5 HBL Dec BUY 3232 3720 15% 4741 399 446 432 163 170 180 5% 6% 7.2 7.5 1.0 09 16% 13% 21%
6 MCB Dec BUY 4128 476.0 15% 489.2 486 455 445 360 360 36.0 9% 9% 9.1 9.3 20 19 3% 22% 24%
7 UBL Dec BUY 480.0 514.0 % 1,202.0 611 640 605 440 450 440 9% 9% 75 7.9 16 1.5 29% 21% 16%
8 BAHL Dec BUY 1817 228.0 26% 2019 377 349 355 170 160 150 9% 8% 52 5.1 12 11 35% 23% 34%
9 ABL Dec BUY 1936 2540 31% 2217 388 475 454 160 140 175 7% 9% 41 4.3 1.0 09 30% 24% 40%
10 MEBL Dec BUY 4875 565.0 16% 877.7 573 457 452 280 280 270 6% 6% 107 10.8 3.1 28 41% 29% 21%

11 MUGHAL Jun BUY 88.4 106.0 20% 29.7 6.0 28 2.8 0.0 0.0 00 0% 0% 312 316 1.1 1.1 15% 4%  20%

12 ISL Jun BUY 98.6 1310  33% 429 84 36 6.0 5.5 25 40 3% 4% 275 165 2.1 20 6% 8% 37%
13 0GDC Jun BUY 2947 4270 45% 1,267.7 486 395 480 101 151 180 5% 6% 7.5 6.1 09 08 18% 15% 51%
14 PPL Jun BUY 236.3 350.0 48% 6429 420 338 435 6.0 75 80 3% 3% 7.0 54 09 08 20% 13% 52%
15 POL Jun BUY 638.9 897.0 40% 1814 1379 852 1050 950 750 900 12% 14% 7.5 6.1 2.1 20 47% 28% 54%
16 LUCK Jun BUY 4609 568.0 23% 6752 441 525 628 3.0 40 65 1% 1% 8.8 7.3 08 08 19% 10% 25%
17 FCCL Jun BUY 547 72.0 32% 1342 34 54 6.5 1.0 13 15 2% 3% 101 8.4 1.7 15 12% 17% 34%
18 MLCF Jun BUY 1129 147.0  30% 1182 50 163 13.0 0.0 0.0 00 0% 0% 6.9 8.7 22 18 1% 12% 30%
19 NML Jun HOLD 179.7 175.0 -3% 632 181 171 350 3.0 20 45 1% 3% 105 5.1 05 04 6% 6% 0%
20 ILP Jun BUY 90.2 109.0 21% 1264 113 38 8.6 55 1.0 40 1% 4% 235 105 1.6 1.5 40% 11% 25%
21 GATM Jun BUY 28.9 49.0 69% 214 64 54 7.0 0.0 0.0 00 0% 0% 54 41 04 04 1% 8% 69%

HMFS Universe 25%

(*) Under Review (A) Actual (E) Estimated (F) Forecasted

Valuations may be revised following changes in monetary policy, fluctuations in relevant commodity prices, and the announcement of financial results,
as well as other material macroeconomic or company-specific developments.
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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, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate, or if research on the subject compa-
ny is withdrawn. Furthermore, past performance 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 invest-
ment 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 incon-
sistent 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 offering in respect of any investments or issuers of such securities or financial instruments referenced in this research
report or may perform any other investment banking 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 recommendations 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 recommen-
dation, investment rating, or investment thesis for review by an issuer/company prior to the publication of a research report containing such rating, recommenda-
tion 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, research analysts currently do not have a financial interest in the securities of the subject company aggregating more than 1% of the value of the compa-
ny. The research 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 distri-
bution 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 consider-
ations. 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 defini-
tions is given below:

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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