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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 Third EFF Review Underway as Business Confidence Lags Macro Stabilization

The IMF's third EFF (Extended Fund Facility) review and second RSF (Resilience and Sustainability Funding) review com-
menced on February 25th, with mission team present through March 11th. Completion is expected to unlock ~USD 1.2bn
by late April. Finance Minister expressed confidence in Pakistan's positioning, supported by a primary surplus of 1.3% of
GDP in FY25, SBP reserves at USD 14.5bn, and inflation projected within the 5-7% band. The agenda extends well beyond
quantitative benchmarks, however, encompassing circular debt, electricity tariffs, Governance Diagnostic implementa-
tion, the National Fiscal Pact, and the FY27 budget framework — with USD 12.5bn in combined bilateral rollovers re-
maining a material external financing overhang. On the private sector front, roughly eighteen major corporations under
the OICCI platform raised pointed concerns with the mission — export contraction of over 7% in 7MFY26, punitive effec-
tive tax rates, and energy policy unpredictability. Mission chief acknowledged FBR underperformance as a shared pro-
gramme failure but pressed for a phased rather than accelerated reform path. The central tension is clear: headline
stabilization is increasingly legible, but its transmission to private investment and export competitiveness remains weak

— a gap the review must credibly address.

Budget Signals a Pro-Business Pivot Amid IMF and Tariff Headwinds

PM Shehbaz Sharif pledged across-the-board direct tax reductions in the FY27 budget, while the PM aide confirmed the
budget would be industry-friendly, with tax relaxation and incentives already under review. The messaging is deliberate —
with the IMF mission on the ground, the government is framing the next budget as a credible transition from stabilization
to growth. The tension, however, is real: broad-based direct tax cuts run counter to the IMF's revenue mobilization re-
quirements, and whether the PM's remarks reflect genuine budget intent or pre-tranche negotiating posture remains the
central question. On the external front, the US tariff picture has shifted in Pakistan's favour. Following the Supreme
Court's striking down of IEEPA-based tariffs, President Trump imposed a 15% global tariff under Section 122 of the Trade
Act of 1974 — valid for 150 days. For Pakistan, this is a relative improvement: the prior country-specific reciprocal tariff
stood at 19%, meaning Pakistani exporters now face a lower and uniform rate alongside all other nations. With textiles
dominating US-bound exports and volumes already under pressure, the tariff reduction offers some breathing room —

though at 15%, the absolute burden remains non-trivial and export competitiveness is far from restored.
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Major Events

Debt Profile Under the Microscope as Structural Vulnerabilities Accumulate

Government borrowing from commercial banks surged to PKR 1.9tn in 7MFY26 versus PKR 408bn a year earlier — a near-
fivefold increase — intensifying private sector crowding out concerns. Total government debt stood at PKR 78.5tn as of
December 2025, up 9.6% y/y, with gross public debt at PKR 81.3tn and breaching the statutory 56% of GDP ceiling by
~15%. The Ministry of Finance pushed back on external debt commentary this week, clarifying that while total external
debt and liabilities stand at USD 138bn, public external debtis ~USD 92bn, 75% of which is concessional — with average
cost cited at ~4%. The rebuttal, however, cannot obscure that interest outflows rose 80% between FY22 and FY25 to USD
3.59bn, reflecting a materially heavier servicing burden in absolute terms. On a separate note, profit and dividend repatri-
ation jumped 26% y/y to USD 1.68bn in 7MFY26 even as FDI fell 41% — a damaging asymmetry. DISCOs added PKR
397bn to circular debt in FY25 as per NEPRA, with recovery rates at some companies as low as 38.7%. On the financing
side, Pakistan's USD 250mn Panda bond issuance has stalled past the Finance Minister's February 28th deadline due to
land disputes and internal procedural failures, with the government now pursuing a USD 600mn Standard Chartered loan
as an alternative. Combined with USD 12.5bn in unresolved bilateral rollovers, the overall debt picture is becoming hard-

er to manage at the margin — even as the headline narrative holds.
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Other News

Qataris urged to explore opportunities: Prime Minister Shehbaz Sharif on Tuesday highlighting Pakistan’s improving
macroeconomic indicators and reform measures introduced to facilitate foreign investment, invited the members of
Qatar Businessmen Association (QBA) to explore opportunities infrastructure, logistics, energy, agriculture, technology

and export-oriented manufacturing sectors.

NA body informed: Border closure, Russia ban cut potato exports by 50pc: Closure of border with Afghanistan and ban
by Russia has reduced the exports of potatoes by almost 50 percent, causing lot of problems for the farmers who are
desperately looking for buyers. This was stated by Minister for National Food Security and Research Rana Tanveer
Hussain at a meeting of the National Assembly Committee on Food Security and Research chaired by MNA Syed Hussain

Tariq.

Govt says 5-year wheat policy being readied: Federal Minister for National Food Security and Research, Rana Tanveer
Hussain on Saturday said the government is formulating a comprehensive long-term wheat policy for 2026-30, aimed at

strengthening national food security through modern reforms.

Monthly FCA: Consumers of Discos & KE set to pay extra Rs18bn: Consumers of Power Distribution Companies
(Discos) and K-Electric are set to pay an additional amount exceeding Rs 18 billion under the monthly Fuel Charges

Adjustment (FCA) at Rs 1.78 per unit, along with 18 percent GST.

EU-India FTA does not pose immediate threat to Pakistan: MoC: The Ministry of Commerce has stated that, at this
stage, the proposed European Union (EU)-India Free Trade Agreement (FTA) does not pose an immediate threat to
Pakistan’s exports. It maintained that even after the agreement becomes operational and tariffs on Indian goods are
gradually eliminated, Pakistan will continue to enjoy zero-duty access for its key exports under the EU’s GSP+

arrangement.

Wheat procurement price fixed at Rs3,500: The federal government has set an illustrative wheat procurement price at
Rs3,500 per 40 kilograms and has sensitised the provinces to ensure the smooth implementation of the procurement

drive during the upcoming harvesting season.

Non-textile exports dip 17pc in July-January: Exports of non-textile products dipped by 17.32 per cent to $7.286 billion
in the first seven months of the current fiscal year from $8.812bn, largely attributed to a steep reduction in exports of

agricultural produce and value-added shipments.
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Other News

Uzbek, Kazakh leadership’s visits: More private-sector collaboration among ECO member states initiated: Atif Ikram
Sheikh President FPCCI & President of the Economic Cooperation Organization’s Chamber of Commerce & Industry
(ECO-CCI), has apprised that following recent high-level visits of the leadership of Uzbekistan and Kazakhstan to

Pakistan —which emphasized strengthening economic and trade cooperation - he has initiated steps to enhance private-

sector collaboration among ECO member states.

Power Division rejects Nepra’s report, cites Rs780bn circular debt cut: Pakistan’s Power Division on Thursday rejected
a recent report by National Electric Power Regulatory Authority, saying it misrepresents the performance of distribution

companies and overlooks a “historic turnaround” that cut circular debt by Rs780 billion in the fiscal year 2024-25.
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Equity Market Review

Summary

The week unfolded as a sharply negative one for equities at the Pakistan Stock Exchange, with heightened selling pressure
dominating trading activity. Escalating tensions between the U.S. and Iran weighed heavily on investor sentiment, trigger-
ing broad-based selloffs, particularly in index-heavyweight stocks. Volatility in global oil prices further amplified caution
across the capital market. The already fragile environment was compounded by futures contract settlements and rollover
-related adjustments, which intensified the downward pressure. During the week, the KSE-100 index declined by as much
as 10,216.08 points from the previous week’s close at one stage. The steep correction brought valuations to attractive
levels, leading to intermittent dip-buying. Toward the end of the week, the index showed signs of stabilization and briefly
returned to positive territory. Nonetheless, renewed tensions between Pakistan and Afghanistan kept investors cautious,
restricting a sustained rebound. By the final trading session, the benchmark settled at 168,062.16, reflecting a w/w de-
cline of 5,107.55 points, albeit with partial recovery from intraweek lows. Trading volumes remained subdued, averaging
~295.83mn shares on the KSE-100 and ~593.82mn shares across the broader market.
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Equity Market Review
Outlook

Following the late-week recovery, the market is expected to begin the upcoming week on a cautiously constructive note,
subject to developments on the geopolitical front. Any meaningful progress in peace negotiations between Pakistan and
Afghanistan, alongside easing global tensions between the U.S. and Iran, could help stabilize broader risk sentiment and
support equities. Market participants are also closely watching discussions surrounding a potential return to the T+2 set-
tlement cycle. While clarity is still awaited, confirmation of such a move could bring greater operational certainty to trad-
ing activity and improve overall market participation. From a valuation standpoint, the recent correction has created se-
lective entry opportunities in heavyweight sectors, which may attract institutional and value-based buying. However, ex-
ternal risks remain elevated, and any adverse geopolitical developments could quickly reverse improving sentiment. In
this environment, investors are advised to maintain a balanced and vigilant approach, focusing on fundamentally strong
companies with resilient earnings profiles and sustainable long-term growth potential.
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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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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 (USD Mn)|  1,186.10] 1,183.09)  1,007.78 1,293.23] 1,092.95 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 5526 657.0 19% 7952 455 517 605 365 370 435 7% 8% 107 9.1 52 44 48% 49% 27%
2 EFERT Dec BUY 2159 2550 18% 2883 212 170 285 215 150 267 7% 12% 127 7.6 58 55 60% 45% 30%
3 INDU* Jun BUY  2061.4 2321.0 13% 162.0 191.8 292.7 347.0 1147 176.0 2080 9% 10% 7.0 5.9 25 21 14% 21% 23%
4 HCAR Mar BUY 187.7  298.0  59% 268 163 19.0 273 6.5 80 115 4% 6% 99 6.9 1.1 10 8% 6% 65%
5 HBL Dec BUY 3105 3720 20% 4555 399 455 432 163 200 180 6% 6% 6.8 7.2 09 09 16% 14% 26%
6 MCB Dec BUY 3972 4760 20% 4708 486 493 445 360 360 36.0 9% 9% 8.1 8.9 19 18 37% 23% 29%
7 UBL Dec BUY 4398 5140 17% 1,101.4 611 640 605 440 450 440 10% 10% 6.9 7.3 15 1.4 29% 21% 27%
8 BAHL Dec BUY 167.0 228.0 37% 1856 37.7 292 355 170 150 150 9% 9% 57 4.7 1.1 1.0 35% 20%  46%
9 ABL Dec BUY 1747 2540  45% 2000 388 317 454 160 160 175 9% 10% 55 3.8 1.0 08 30% 18% 55%
10 MEBL Dec BUY 460.5 565.0 23% 8292 573 502 525 280 280 270 6% 6% 9.2 8.8 29 25 41% 31% 29%

11 MUGHAL Jun BUY 82.6 106.0 28% 217 6.0 28 2.8 00 00 0.0 0% 0% 292 295 10 10 15% 4% 28%

12 ISL Jun BUY 86.3 1480 71% 375 84 36 7.2 5.5 25 40 3% 5% 241 120 18 1.7 6% 8% 76%
13 0GDC Jun BUY 2835 4270 51% 1,219.2 486 395 480 101 151 180 5% 6% 7.2 5.9 09 08 18% 15% 57%
14 PPL Jun BUY 216.8 3500 61% 589.8 420 338 435 6.0 75 80 3% 4% 64 50 08 07 20% 13% 65%
15 POL Jun BUY 657.6 897.0 36% 186.7 1379 852 1050 950 750 900 11% 14% 7.7 6.3 2.1 20 47% 28% 50%
16 LUCK Jun BUY 4222 568.0 35% 6185 441 525 628 3.0 40 65 1% 2% 8.0 6.7 08 07 19% 10% 36%
17 FCCL Jun BUY 52.0 72.0 39% 1275 34 54 6.5 1.0 13 15 2% 3% 9.6 7.9 16 1.4 12% 17% 41%
18 MLCF Jun BUY 95.0 1470  55% 99.5 50 163 13.0 00 0.0 00 0% 0% 58 7.3 19 15 1% 12% 55%
19 NML Jun HOLD 1747  175.0 0% 614 181 171 350 3.0 20 45 1% 3% 102 5.0 05 04 6% 6% 3%
20 ILP Jun BUY 85.7 1280  49% 1201 113 3.8 9.2 55 1.0 40 1% 5% 223 93 1.5 1.4 40% 11% 54%
21 GATM Jun BUY 213 49.0  130% 16.7 64 54 7.0 0.0 0.0 00 0% 0% 39 3.0 03 03 1% 8% 130%

HMFS Universe 37% 7,618.3 b d . 18%

(*) 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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