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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:
Pakistan’s Economy at a Critical Juncture Ahead of the IMF Review

Pakistan’s macro narrative is entering a decisive phase as policy credibility, external buffers, and reform execution con-
verge ahead of the upcoming review under the USD 7bn Extended Fund Facility (EFF) and the USD 1.1bn Resilience and
Sustainability Facility (RSF) with the International Monetary Fund, as they are set to arrive on February 26th. The February
mission will not merely assess compliance — it will test whether the recent stabilization gains are structurally durable or
tactically driven. January 2026 offered encouraging signals. Roshan Digital Account inflows reached USD 216mn in Janu-
ary, taking cumulative receipts to USD 11.9bn, with net inflows at USD 145mn. However, structural gaps persist. The cur-
rent account still shows a USD 1.07bn deficit in 7MFY26, and FDI declined 41% y/y to USD 981mn, underscoring weak
long-term capital commitment, while sovereign bond markets attracted USD 176mn in net inflows, the strongest monthly
intake since mid-2024. The rupee’s continued appreciation trend reflects improved confidence in external liquidity man-
agement. However, underlying fragilities remain visible. Fiscal consolidation pressures also intensify amid fresh fuel
price adjustments, which may complicate inflation dynamics. Trade deficit with the Middle East narrowed 3.92% in
1HFY26, indicating partial external adjustment but not a decisive shift. Meanwhile, petrol and diesel prices were raised
by PKR 5 (+~2%) and PKR 7.32 (+~2.7%), respectively, adding inflationary undertones. On the real side, recovery remains
selective yet notable. Large-scale manufacturing expanded to 4.82% in 1HFY26, automobile financing surged 35.76% y/y
to PKR 328bn, and IT exports grew 19% y/y in January, taking 7MFY26 growth to 20%. Textile exports recorded a modest
1.25% y/y increase to USD 10.9bn in 7MFY26, indicating gradual traction in external demand. The core debate with the
IMF will likely extend beyond quantitative targets toward institutional reform depth — particularly revenue mobilization,
provincial fiscal alignment, and governance transparency under the newly prepared 15-point action framework. Remit-
tances and currency stability provide breathing space yet shrinking FDI and fiscal rigidities expose structural vulnerabili-
ties. The forthcoming review will therefore determine whether Pakistan’s economic rebound is statistically encouraging

— or fundamentally sustainable.
Gas Levies Under Review as Industrial Relief Meets Fiscal Constraints

Energy pricing reforms have re-entered negotiations as the International Monetary Fund begins discussions with Paki-
stani authorities over proposed tariff revisions, stressing that any restructuring must avoid burdening lower- and middle-
income households while preserving macroeconomic stability. In a parallel move, the government notified an average

PKR 4.04 per unit reduction in electricity tariffs for industrial consumers, effective February 11, 2026, offering partial
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cost relief to manufacturers amid subdued export competitiveness. However, a PKR 1,000 per month fixed charge on
smaller industrial units tempers the net benefit, reflecting fiscal balancing efforts. More critically, Islamabad is set to raise
concerns with the IMF over the controversial off-grid levy on captive power plants (CPPs)—introduced to push exporters
toward grid electricity. The levy, which began at 5% in early 2025 and has since doubled, now stands at PKR 1,243 per
mmbtu, with a fiscal target of PKR 105 bn for FY26. While designed to contain circular debt and lower system-wide tariffs,
the measure has reportedly strained gas-intensive and export-oriented industries. Compounding uncertainty, power pro-
ducers have sought an additional PKR 1.78 per unit fuel adjustment for March bills despite higher reliance on domestic
generation, as demand rose nearly 12% YoY in January. On the regulatory front, net-metering applications submitted be-
fore February 8 will be processed under previous rules, providing short-term clarity for 5,165 applicants and limiting ab-
rupt policy disruptions. Overall, while industrial tariff reductions signal policy responsiveness, the sustainability of gas
levies and fuel adjustments will shape Pakistan’s manufacturing cost trajectory and export competitiveness in the coming

quarters.
Infrastructure Deepening and Strategic Industrialisation Shape Investment Revival

Pakistan’s economic outlook is increasingly being anchored in large-scale infrastructure, industrial integration, and pri-
vatisation-led reforms. A significant development emerged as China’s Shandong Xinxu Group signalled its intent to sub-
mit an unsolicited feasibility study for an Integrated Maritime Industrial Complex (IMIC) at Port Qasim under the Sea-to-
Steel Initiative. The proposed complex envisions revival of the Iron Ore and Coal Berth (IOCB), ship recycling and repair
operations, and an integrated steel mill—potentially reducing steel import dependence while enhancing value addition at
the country’s second-largest port. Parallelly, the Asian Development Bank is in advanced discussions to finance the Ka-
rachi-Rohri section of ML-1 with a USD 1.2Bn commitment, within an estimated USD 2bn project envelope. On the tech-
nology front, Apple Inc. is poised to begin iPhone manufacturing and refurbishment in Pakistan under a new policy frame-
work, with projected first-year re-export proceeds of USD 100mn—signalling gradual integration into global electronics
value chains. Meanwhile, the upcoming telecom spectrum auction led by Pakistan Telecommunication Authority is ex-
pected to mobilise USD 300-700mn, strengthening fiscal buffers and digital infrastructure. Privatisation momentum also
gained traction as the Arif Habib Group consortium moves toward full ownership of Pakistan International Airlines, mark-
ing a decisive shift toward private-sector-led restructuring. Collectively, these developments signal a transition toward
infrastructure-backed industrialisation, diversified financing channels, technology localisation, and asset monetisa-

tion—factors likely to improve Pakistan’s medium-term investment narrative.
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Other News

Incremental consumption package: Industry, PD lock horns over financial impact: The country’s industry and the Power
Division have locked horns over the financial impact of the incremental consumption package on the overall electricity
tariff, with both sides presenting conflicting claims about whether the relief measure led to new demand or merely shift-
ed industrial load from captive generation to the national grid. The proposed adjustment carries an impact of 43 paisa

per unit (Rs 10.762 billion), replacing the 33 paisa per unit adjustment of the first quarter of the current fiscal year.

Govt reassures investors as Barrick reviews Reko Diq: The government has reassured investors about the progress of
the Reko Dig mining project as Barrick Gold continues its review of the project’s technical and financial feasibility. Offi-

cials said the project remains a priority for attracting foreign investment and boosting mineral sector development.

Discos seek Rs10.75bn in quarterly tariff hike: Power distribution companies (Discos) have sought a quarterly tariff
adjustment amounting to Rs10.75 billion to recover higher operational costs and capacity payments. The request has

been submitted to the National Electric Power Regulatory Authority (Nepra) for approval.

PM to announce construction relief plan: He said the government was following an export-led policy and would soon
announce relief measures for the construction sector. "The prime minister is expected to make a formal announcement."
Federal Finance Minister Muhammad Aurangzeb has declared that after achieving economic stability, the next priority is
industrialisation to ensure sustainable economic growth. The government is also reviewing support measures for the

textile sector and is considering reducing tax rates for the property sector.

Pakistan, Austria pledge to bolster economic cooperation: Pakistan and Austria on Monday expressed commitment to
work together more closely to further strengthen the bilateral relationship in diverse fields including economic coopera-
tion, trade and investment, tourism, hospitality, education, IT, healthcare and human resource development and mobili-
ty. To this end, the both sides agreed to work for the early finalisation of MoUs under consideration related to these are-

as.

OGRA raises RLNG prices by up to 0.59%: Pakistan's oil and gas regulator has raised RLNG prices by up to 0.59% for
February 2026, citing a marginal increase in terminal charges. The OGRA announced its decision on Friday, increasing
RLNG rates for both SNGPL and SSGCL.

Investment stuck at 13.8% of GDP: Bangladesh had a turbulent 2025, yet its investment-to-GDP ratio stood at 22.4% —
still far above Pakistan's 13.8%, which has failed to regain even its FY2022 peak of 15.6%. Regional peers such as India
and Vietnam continue to sustain investment levels above 30%, underscoring Pakistan's persistent position as the lowest
-investing major economy in Asia. Although the current hybrid and multiparty setup has achieved macroeconomic stabil-

ity, it has clearly failed to improve investor sentiment and investment outcomes.
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Fauji Cement, KAPCO move to take 92% stake in Attock Cement: FCCL and KAPCO have announced a public offer to
acquire up to 10.95 million ordinary shares, representing approximately 7.97% stake, in Attock Cement Pakistan Limited.
Under the arrangement, Fauji Cement will acquire 57.76 million ordinary shares, equivalent to 42.03% of ACPL’s paid-up
share capital, while KAPCO will purchase an equal number of shares, representing another 42.03% at an adjusted price
of Rs330.41 per share. In addition, through the public offer, each company intends to acquire a further 3.98% stake at
Rs330.41 per share, taking the total potential acquisition to nearly 92% if fully subscribed. The total estimated payout

under the public offer, assuming full acceptance, is approximately Rs3.62 billion.

OGDC enhances oil production at Kal-03 well by massive 1,400%: OGDC, Pakistan’s largest E&P company, has en-
hanced oil production from its Kal-03 well by 1,400%. The well is located in Chakwal district, Punjab. OGDC said that the
enhancement was achieved by successfully carrying out a workover. “Prior to the intervention, the well was producing
approximately 50 barrels of oil per day (bpd) under natural flow. Following a planned workover that included Multistage

Physico-Chemical (MPC) treatment and ESP installation, the production has increased to 750 bpd,” it said, registering
anincrease of 1,400%.
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Equity Market Review

Summary

The week at the Pakistan Stock Exchange remained marked by pronounced volatility, as aggressive profit-taking and valu-
ation adjustments drove broad-based weakness across banks, fertilizers, and E&P, exerting sustained pressure on the
benchmark KSE-100 Index. Elevated price levels following the recent rally prompted institutional investors to lock in
gains, resulting in sharp intraday drawdowns and heightened volatility. Sentiment briefly turned constructive mid-week,
supported by robust remittance inflows and a positive IMF program outlook, triggering a swift rebound. However, the re-
covery proved unsustainable as escalating geopolitical tensions between the US and Iran reignited risk aversion, leading
to renewed institutional selling and erasing much of the earlier gains. That said, the market staged a modest recovery in
the final session of the week, as improved valuations attracted selective buying interest. Consequently, the index closed
the week at 173,169.71 level, down 6,434.02 points w/w (-3.58%), with average daily volumes remaining relatively firm at
~340.63mn shares on the KSE-100 and ~648.76mn shares in the broader market, reflecting tactical positioning amid ele-
vated uncertainty.
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Equity Market Review
Outlook

Market direction in the near term is expected to remain largely contingent on external geopolitical developments, particu-
larly evolving dynamics between the US and Iran. Any meaningful de-escalation could restore investor confidence and
improve risk appetite. On the domestic front, attention is likely to shift toward forthcoming result announcements from
key blue-chip companies, which could provide selective support and drive stock-specific activity. Strong earnings releas-
es, particularly from heavyweight sectors, may help stabilize sentiment and encourage institutional participation despite
broader uncertainties. Overall, in the absence of major policy triggers, market momentum is expected to remain selective

and event-driven, with external developments and corporate earnings acting as the primary catalysts in the short term.
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Money Market Review PIB Yields
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Fo rex Market Review Foreign Exchange Reserves (USD bn)
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Key Economic Indicators

Jan-26

Dec-25  Nov-25

Oct-25

%M/M

CY24 CY23 %YIY

Sep-25

Aug-25

Banking Indicators

Return on Outstanding Loans % 10.63% 10.91% 11.15% 11.25% 11.24%  11.33% -0.28% 17.07%  17.48%  -0.41%
Return on Deposits % 5.01% 5.35% 5.23% 5.23% 5.20% 5.31% -0.34% 10.74%  10.30% 0.44%
Interest rate Spread % 5.62% 5.56% 5.92% 6.02% 6.04% 6.02% 0.06% 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) 121 (265) 98 (291) 83 (325) 145.66% 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 (USDMn)| 1,186.10 118309  1,007.78 1,293.23 1,002.95 1,238.98 0.25% 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 555.7 657.0 18% 799.7 455 517 605 365 370 435 7% 8% 108 9.2 52 45 48% 49%  26%
2 EFERT Dec BUY 2129 2550 20% 2843 212 170 285 215 150 267 7% 13% 126 7.5 57 54 60% 45% 32%
3 INDU* Jun BUY  2097.0 23210 11% 164.8 1918 292.7 347.0 1147 176.0 2080 8% 10% 7.2 6.0 25 21 14% 2% 21%
4 HCAR Mar BUY 2116 2980 41% 302 163 190 273 6.5 80 115 4% 5% 112 77 13 12 8% 6%  46%
5 HBL Dec BUY 3221 3720 15% 4725 399 455 432 163 200 180 6% 6% 7.1 7.5 1.0 09 16% 14% 21%
6 MCB Dec BUY 3936 4760 21% 466.5 486 493 445 360 360 36.0 9% 9% 8.0 8.8 1.8 1.8 37% 23% 30%
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 1723 2280 32% 1915 377 292 355 170 150 150 9% 9% 59 4.9 12 1.0 35% 20% 41%
9 ABL Dec BUY 1786  254.0  42% 2045 388 317 454 160 160 175 9% 10% 56 3.9 1.0 09 30% 18% 52%
10 MEBL Dec BUY 4822 565.0 17% 8682 573 502 525 280 280 270 6% 6% 9.6 9.2 30 26 41% 31% 23%

11 MUGHAL Jun BUY 84.1 106.0 26% 28.2 6.0 28 2.8 00 00 0.0 0% 0% 297 300 10 10 15% 4% 26%

12 ISL Jun BUY 91.2 131.0  44% 39.7 84 36 6.0 5.5 25 40 3% 4% 255 152 19 19 6% 8% 48%
13 0GDC Jun BUY 290.4 4270 47% 11,2490 486 395 480 101 151 180 5% 6% 74 6.1 09 08 18% 15% 53%
14 PPL Jun BUY 229.0 350.0 53% 6232 420 338 435 6.0 75 80 3% 3% 6.8 5.3 09 08 20% 13% 56%
15 POL Jun BUY 625.7 897.0 43% 1776 1379 852 1050 950 750 900 12% 14% 7.3 6.0 20 1.9 47% 28% 58%
16 LUCK Jun BUY 436.5 568.0 30% 639.5 441 525 628 3.0 40 65 1% 1% 83 7.0 08 07 19% 10% 32%
17 FCCL Jun BUY 52.8 72.0 36% 1205 34 54 6.5 1.0 13 15 2% 3% 9.7 8.1 16 1.4 12% 17% 39%
18 MLCF Jun BUY 1084 147.0  36% 1136 50 163 13.0 0.0 0.0 00 0% 0% 6.7 84 22 17 1% 12% 36%
19 NML Jun HOLD 1704  175.0 3% 599 181 171 350 3.0 20 45 1% 3% 100 4.9 04 04 6% 6% 5%
20 ILP Jun BUY 82.5 109.0 32% 1156 113 3.8 8.6 55 1.0 40 1% 5% 215 9.6 1.5 1.4 40% 1% 37%
21 GATM Jun BUY 25.3 49.0 93% 18.8 64 54 7.0 0.0 0.0 00 0% 0% 47 3.6 04 03 1% 8% 93%

HMFS Universe 32%

(*) 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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