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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:

Growth Divergence and IMF Review Set Policy Tone

Pakistan's growth narrative this week featured contrasting domestic momentum and external caution ahead of a critical
February IMF review. The Ministry of Finance's Monthly Economic Outlook expressed confidence in FY26 growth sustain-
ability, citing Q1 FY26 GDP expansion of 3.71% (vs 1.80% prior year) and robust large-scale manufacturing growth of
6.0% during Jul-Nov, with the Quantum Index of Manufacturing at its highest level since FY16. Agriculture posted 2.9%
growth in Q1, bolstering policymaker confidence that full-year GDP could approach 4.0%, with the SBP indicating a pos-
sible range of 3.75%-4.75%. However, external institutions struck a more measured tone: the World Bank's Global Eco-
nomic Prospects projects 3.0% growth for FY26 and 3.4% for FY27, citing agricultural recovery but warning of current
account pressures, while the IMF maintains its 3.2% projection and UN estimates point to 3.5% for calendar 2026. The
divergence reflects structural headwinds—external financing constraints, fiscal pressures, and current account vulnera-
bilities—that temper near-term optimism. Against this backdrop, the IMF's third review mission is expected in February to
unlock the next USD 1bn tranche. The government has directed the finance ministry to negotiate targeted relief for the
salaried class and industry, while instructing the FBR to identify alternative revenue sources to offset relief measures
without new taxation. Collectively, solid Q1 performance offers incremental support to sentiment, though the outcome

of IMF negotiations remains key watchpoints through FY26.

Super Tax Upheld, Unlocking Rs150-200bn Revenue Recovery

The Federal Constitutional Court on January 27 upheld the constitutional validity of the super tax, ending years of legal
uncertainty and clearing the path for accelerated revenue collection. The ruling disposed of approximately 2,200 pending
tax cases and validated retrospective application to prior years, holding that Section 4B (imposed in 2015 on income ex-
ceeding PKR 500mn) and Section 4C (introduced in 2022 on income above PKR 150mn at rates of 1%-10%) were lawfully
enacted. The court granted targeted relief to oil and gas exploration companies, allowing individual exemptions where
super tax would breach contractual limits in petroleum concession agreements, while clarifying that banking companies
are liable from tax year 2023 onwards under Finance Act 2023 amendments. Following the verdict, the FBR moved swiftly
to accelerate collections, informing the IMF of an expected PKR 150bn-200bn recovery during Q3 FY26 (Jan-Mar) to ad-
dress the PKR 335bn revenue shortfall recorded in H1 FY26, with total pending liability estimated at PKR 300bn-380bn.
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Major Events

The decision provides fiscal relief and supports the government's strategy to meet IMF benchmarks without new taxation,
though it crystallises heavier tax burdens for large corporates—particularly banking, cement, fertiliser, oil marketing, and

pharmaceuticals—potentially pressuring margins and end-consumer pricing.

Government Moves to Cushion Industry as India’s EU Advantage Looms Large

The government of Pakistan has unveiled targeted measures to shield domestic industry from intensifying external com-
petitive pressures after India surged ahead in the European Union market under a new free-trade arrangement. According
to the All Pakistan Textile Mills Association (APTMA), India has become “significantly more competitive” in the EU follow-
ing the recently concluded EU-India Free Trade Agreement, which grants Indian textile and apparel exporters duty-free
access on all tariff lines—a preferential edge that Pakistan cannot fully match despite its GSP+ arrangements covering
only about two-thirds of tariff lines. APTMA warned this shift jeopardises around USD 9bn in exports and roughly 10 mil-
lion jobs linked to Pakistan’s export-oriented sectors. In response to these heightened competitive threats, Prime Minis-
ter Shehbaz Sharif announced a reduction in electricity tariffs for industries, cutting the per-unit rate by PKR 4.4. This re-
lief is part of a broader effort to lower input costs for manufacturers, improve productivity, and bolster competitiveness.
The dual policy thrust reflects a strategic attempt by the government to offset competitive damage emanating from trade

liberalisation elsewhere by strengthening domestic cost structures.
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Other News

Pakistan power sector debt jumps by Rs223bn despite bank deals: Pakistan’s power sector circular debt rose by
Rs223 billion in the first five months of the current fiscal year, reaching Rs1.837 trillion by November 2025, underscoring
persistent financial stress despite recent agreements with commercial banks aimed at containing the debt, officials
said.

TDAP to showcase Pakistan’s largest-ever agro and food participation at ‘Gulfood 2026’: The Trade Development Au-
thority of Pakistan (TDAP) is set to mark a historic milestone at Gulfood 2026, orchestrating the country’s largest-scale
participation to date at the world’s premier food and beverage trade exhibition.

First national SME cluster expo inaugurated: Pakistan's first national SME cluster exhibition was inaugurated at the Ex-
po Centre Lahore, with officials describing it as a step toward structured small business development and export readi-
ness, as per a statement released on Saturday.

PSX transitions to T+1 settlement cycle on Feb 9: Pakistan’s capital market is set to enter a faster and more efficient
era as the Pakistan Stock Exchange (PSX) transitions from a T+2 to a T+1 settlement cycle, effective February 9, 2026,
marking a major reform aligned with international best practices.

Average CRR for banks reduced to 5pc: The State Bank of Pakistan (SBP) on Monday announced to reduce the average
Cash Reserve Requirement (CRR) for banks from 6 percent to 5 percent to increase banks’ lending capacity and support
private sector credit growth.

PM for development of vast gemstone reserves: In a bold push to unlock the country’s hidden wealth, Prime Minister
Shehbaz Sharif on Monday called for the development of the vast gemstone reserves, highlighting their potential to boost
exports and generate vital foreign exchange.

Govt approves changing National Accounts base year to 2025-26: After a 10-year pause, the government has approved
changing the base year for National Accounts from 2015-16 to 2025-26 in order to add and exclude certain businesses
for calculating the GDP growth rate.

Urea production: Cabinet approves gas allocation for three fertilizer plants: By transitioning fertilizer production onto
a standalone gas supply infrastructure, the government has addressed critical vulnerabilities that have long plagued the
production cycle of the critical agricultural input, said Ibrar Khan, Secretary General of the Pakistan Petroleum Explora-
tion and Production Companies Association (PPEPCA).

Copper exports to China cross $1.14b: In 2025, Pakistan's mineral exports to China recorded strong and diversified
growth, according to the latest trade data, underscoring deepening industrial cooperation and rising demand from Chi-
na's manufacturing, infrastructure and green-energy sectors.

$430m US crude deal struck: In a notable private sector development with broader economic implications, Cnergyico
Pk has executed a commercial transaction for the import of six million barrels of US West Texas Intermediate (WTI) crude
valuing at around $430 million.
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Other News

Pakistan repays Rs3,650bn debt ahead of time: Khurram: Pakistan repaid over Rs 3,650 billion debt before time - first
in country’s history, said Khurram Schehzad, Advisor to Federal Minister for Finance and Revenue.

USD630.4m non-tax revenue estimated: SAC sets March 10 for 5G auction: The Spectrum Advisory Committee (SAC)

locked March 10 for the auction of next-generation mobile (IMT) spectrum/5G with estimated minimum non-tax revenue
of USD630.4 million.

Govt finalises PIA privatisation deal with consortium: The federal government on Thursday finalised a deal to privatise
Pakistan International Airlines (PIA), signing transaction documents with the Arif Habib Consortium in a move the govern-

ment says will generate Rs55 billion in revenue and revive the loss-making national carrier through fresh investment and
management control.
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Equity Market Review

Summary

The equity market opened the week on a strong note, with the KSE-100 index scaling a fresh all-time high of 191,032.73,
supported by improving macroeconomic indicators and optimism surrounding upcoming earnings from blue-chip compa-
nies. Value buying remained evident in early sessions; however, intermittent profit-taking capped further upside. Senti-
ment weakened midweek after the SBP maintained the policy rate in its monetary policy meeting, while elevated valua-
tions encouraged investors to lock in gains. Geopolitical tensions further weighed on the market, triggering a sharp intra-
day correction of over 6,000 points during the week. Nonetheless, as domestic conditions showed signs of stabilization,
panic-led selling subsided and selective buying re-emerged. By the close of the week, the benchmark settled at
184,174.48, reflecting a week-on-week decline of 4,992.34 points. Trading activity remained robust, with average daily

volumes of ~394.59mn shares on the KSE-100 and ~858.55mn shares across the broader market.
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Equity Market Review
Outlook

Looking ahead, market direction will largely be shaped by the continuation of the results season, as investors realign posi-
tions based on corporate earnings. Additional support may emerge as rollover pressures ease and fresh allocations from
the new month enter the market. Investor focus is also expected to remain on key developments, including the IMF team’s
upcoming review of Pakistan’s economic progress. On the external front, any escalation in geopolitical tensions—
particularly between the U.S. and Iran—could pose downside risks to sentiment. In this environment, investors are ad-

vised to remain prudent, closely track developments, and prioritize fundamentally strong stocks with 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)
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Item Units Dec-25 Nov-25 Oct-25 Sep-25 Aug-25 Jul-25 %M/M CY24 CY23 %Y/Y
Banking Indicators
Return on Outstanding Loans % 10.91% 11.15% 11.25% 11.24% 11.33%  11.48% -0.24% 17.07%  17.48%  -0.41%
Return on Deposits % 5.35% 5.23% 5.23% 5.20% 5.31% 523% 0.12% 10.74%  10.30% 0.44%
Interest rate Spread % 5.56% 5.92% 6.02% 6.04% 6.02% 6.25% -0.36% 6.33% 7.18%  -0.85%
Deposits (PKR bn) 37,431 35,380 35,149 35,211 34,463 34,280 5.80% 30,283 27,841 8.77%
Advances (PKR bn) 14,880 13,421 13,279 13,456 13,193 13,273 10.87% 16,009 12,352  29.61%
Investments (PKR bn) 37,910 36,732 36,547 35,816 36,303 36,191  3.21% 29,129 25,280 15.23Y%
ADR % 39.75% 37.93% 37.78% 38.22% 38.28%  38.72%  1.82% 52.87%  44.37% 8.50%
IDR % 101.28%  103.82%  103.98% 101.72% 105.34% 105.57% -2.54% 96.19%  90.80% 5.39%
Kibor (Ask Side)
3-Month % 10.85% 11.16%) 11.16%) 11.05% 11.05%  11.02% -0.31% 18.81%  21.48%  -2.67%
6-Month % 10.89% 11.19% 11.18% 11.05% 11.05%  10.98% -0.30%) 18.58%  21.58%  -3.00%
9-Month % 11.15% 11.44% 11.39% 11.27% 11.25%  11.19% -0.29% 18.50%  21.84%  -3.34Y%
1-Year % 11.16% 11.47% 11.40% 11.28% 11.26%  11.16% -0.31% 18.21%  21.86%  -3.65%
Avg. Exchange Rates
usD 280.29 280.71 281.11 281.53 282.19 284.20 -0.15% 27853  280.44  _0.68%
Euro 328.43 324.52 327.24 330.31 328.15) 332.05 1.20% 301.36|  303.36  -0.66%
JPY 1.80 1.81 1.86| 1.90 1.91 1.93 -0.64% 1.8410 1.9983 -7.87%
GBP 375.40 368.67 375.43 380.11 379.09 383.70  1.82% 355.94  348.95 2.00%
CNY 39.81 39.49 39.48 39.51 39.33 39.62) 0.80% 38.70 39.59 2259
Item Units Dec-25 Nov-25 Oct-25 Sep-25 Aug-25 Jul-25 %M/M  FY25 FY24 %Y/IY

Inflation
Avg. CPI % 5.10% 5.01% 4.73% 4.22% 3.53% 4.07% 0.09% 4.49%  23.41% -18.92%
Avg. NFNE % 6.90% 6.60% 7.50% 7.00% 6.90% 7.00% 0.30% 6.90% 12.20%  -5.30%
Commodities
Arab Light (Avg.) | uSD/bbl | 62.82) 65.62) 66.82 71.31 71.59 70.81 -4.27% 74.89 86.22 _13.14%
External Sector (FY USD mn)
Total Imports (USD Mn) 6,022 5,306 6,087 5,848 5,288 5,830 13.49% 58,387 54,937 6.28%
Total Exports (USD Mn) 2,317 2,420 2,848 2,499 2,416 2,685 -4.26% 32,039 30,684 4.42Y%
Trade Balance (USD Mn) (3,705) (2,886) (3,239) (3,349) (2,872)  (3,145) -28.38%  (26,348) (24,253) -8.64%
Current Account Balance (USD Mn) (244) 98 (291) 83 (325) (379)-348.98% 328 (313) 204.79%
Remittances (USD Mn) 3,589 3,188 3,420 3,184 3,138 3,215 12.57% 38,300  30,251]  26.61%
Oil Import Bill (USDMn)| 1,183.09 1007.78] 1,293.23 1,092.95 1,238.98 1,275.20) 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 588.6  635.0 8% 8470 455 575 605 365 395 435 7% 7% 102 97 53 46 52% 47% 15%
2 EFERT Dec BUY 2443  255.0 4% 3262 212 247 285 215 220 267 9% 11% 99 8.6 64 6.1 60% 65% 15%
3 INDU Jun BUY 21685 2321.0 7% 1704 1918 292.7 347.0 1147 176.0 2080 8% 10% 7.4 6.2 26 22 14% 2% 17%
4 HCAR Mar BUY 2320 2980 28% 331 16.3 19.0 273 65 80 115 3% 5% 122 85 14 13 8% 6% 33%
5 HBL Dec HOLD 3439 3720 8% 5045 399 446 432 163 170 180 5% 5% 7.7 8.0 1.0 1.0 16% 13% 13%
6 MCB Dec BUY 407.3 476.0 17% 4827 486 455 445 360 360 36.0 9% 9% 9.0 9.2 19 19 3% 22% 26%
7 UBL Dec HOLD  486.9 514.0 6% 12194 611 640 605 440 450 440 9% 9% 7.6 8.1 16 1.5 29% 21% 15%
8 BAHL Dec BUY 1955 228.0 17% 2173 377 349 355 170 160 150 8% 8% 56 55 1.3 1.1 35% 23% 24%
9 ABL Dec BUY 199.9 2540 27% 2289 388 475 454 160 140 175 7% 9% 42 4.4 1.0 09 30% 24% 36%
10 MEBL Dec BUY 488.7 565.0 16% 8799 573 457 452 280 280 270 6% 6% 107 10.8 3.1 28 41% 29% 21%

11 MUGHAL Jun HOLD 95.1 106.0 1% 31.9 6.0 28 2.8 0.0 0.0 00 0% 0% 336 340 12 11 15% 4% 11%

12 ISL Jun HOLD 1065 98.0 -8% 46.3 84 36 3.7 5.5 2.5 1.0 2% 1% 297 288 23 22 6% 8% -7%
13 0GDC Jun Sell 3239 2570 -21% 1,393.2 486 395 480 101 151 180 5% 6% 82 6.8 1.0 09 18% 15% -15%
14 PPL Jun HOLD 277.3 260.0 -6% 7546 420 338 435 6.0 75 80 3% 3% 82 6.4 1.1 09 20% 13% -3%
15 POL Jun BUY 6446  688.0 % 183.0 1379 852 1050 950 750 900 12% 14% 7.6 6.1 2.1 20 47% 28% 21%
16 LUCK Jun BUY 4821 568.0 18% 706.3 441 525 628 3.0 40 65 1% 1% 9.2 7.7 09 08 19% 10% 19%
17 FCCL Jun BUY 571 72.0 26% 1399 34 54 6.5 1.0 13 15 2% 3% 105 87 1.8 15 12% 17% 2%
18 MLCF Jun BUY 1152 147.0  28% 1207 50 163 13.0 0.0 0.0 00 0% 0% 7.1 8.9 23 1.8 1% 12% 28%
19 NML Jun HOLD 2002 175.0 -13% 704 181 171 350 3.0 20 45 1% 2% 117 57 05 05 6% 6% -10%
20 ILP Jun BUY 83.3 109.0 31% 1168 113 3.8 8.6 55 1.0 40 1% 5% 217 97 1.5 1.4 40% 1% 36%
21 GATM Jun BUY 30.1 49.0 63% 222 64 54 7.0 0.0 0.0 00 0% 0% 56 4.3 05 04 1% 8% 63%

HMFS Universe 13%

(*) 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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