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SBP announces ‘decisive’ 250bp hike in policy rate

= SBP raised policy rate by 250bp in an emergency meeting to bring certainty to an otherwise volatile money market. Two
additional monetary adjustments include 1) enhancing the item list for 100% cash margin requirement and 2) increasing the
Export Refinance Scheme rate from 3% to 5.5%. These 3 action points will likely enable the SBP to limit the slippage in CAD
whilst providing much needed traction to external stability.

= MPC expects commodity prices to remain higher for longer which had caused rising inflationary expectations and had sent
secondary market yields to more than 13.0% for short-term papers. Heightened political uncertainty amidst nearly 2-year low
SBP reserves sent Rs/US$ free falling into a ¢.5% depreciation since the last MPS.

= This massive adjustment in monetary settings, less than two weeks before the scheduled announcement on Apr19°'22, may
likely push for a revision of advance calendar for MPC meetings. In addition to this, yesterday’s judgement of Supreme Court
has pacified the political upheaval to a sizeable degree, rendering the uncertainty to fizzle out to a greater extent.

Significant emergency monetary adjustment(s)

SBP announced a hike of 250bp in an emergency meeting to bring policy rate to JS Research
12.25% in order to bring certainty to an otherwise volatile money market. The research@js.com
move comes within a month’s time after previous policy announcement on +9221 111-574-111

Mar08’22, when SBP kept policy rate unchanged for a consecutive MPC meeting
while acknowledging the macroeconomic concerns arising out of Russia-Ukraine
tensions and global commodity prices towards domestic inflation outlook and
external stability.
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Federal Reserve hinting to increase interest rates quicker than anticipated. On
the other hand, moderation in Current Account Deficit will likely stand its ground
to enable SBP in remaining steadfast to its CAD forecast of 4% of GDP.

Source: SBP, JS Research

Two monetary adjustments in addition to rate hike include 1) enhancing the list of
items for 100% cash margin requirement which will be applicable on luxury and
finished goods and 2) increasing the Export Refinance Scheme rate from 3% to
5.5%. These will enable the SBP to limit the slippage in CAD whilst providing
much needed traction to external stability.
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External funding is fully met

The political upheaval that added to Pakistan’s default risk and triggered losses
on Eurobonds and currency was harnessing jeopardy for the crucial IMF
Program. Pakistan’s 5-year CDS nearly doubled during Mar-2022, highest since
2013, putting international creditors in an extremely frazzled situation.

MPC has cited that Pakistan’s external financing requirement is fully met for FY22
which signals towards a lower possibility of stalemating IMF Program reforms
notwithstanding political headwinds.

No more monetary adjustments in FY22

With this massive monetary adjustment, less than two weeks before the
scheduled announcement on Apr19'22, there is a likelihood of revision of
advance calendar for MPC meetings.

In addition to this, yesterday’s judgement of Supreme Court has pacified the
political upheaval to a sizeable degree, rendering the uncertainty to fizzle out to a
greater extent.

We present the earnings impact from recent 250bps rate hike below, where we
had already incorporated 100bps in our base case estimates:

Additional earnings impact of 250bp hike

Banks EPS (Rs)
BAFL 3.23
BAHL 5.32
MEBL 6.90
FABL 1.55
HMB 3.37
ABL 3.27
MCB 5.30
HBL 0.2
AKBL 1.67
UBL 4.27
E&Ps Debt Cash & STIs Net debt EPS (Rs)
OGDC 231,226 (231,226) 0.69
PPL 98,371 (98,371) 4.61
POL 52,725 (52,725) 2.37
MARI 723 36,234 (35,511) 3.39
Refineries Debt Cash & STIs Net debt EPS (Rs)
NRL 35,324 602 34,721 (5.54)
BYCO 43,053 1,065 41,989 (0.10)
PRL 23,069 274 22,795 (0.46)
ATRL 9,982 10,330 (348) 0.04
OMCs Debt Cash & STIs Net debt EPS (Rs)
PSO 191,226 3,280 187,946 (5.10)
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Textiles Debt Ca‘;‘}i Net debt LTFF/REF TERF  EPS (Rs)
GATM 51,206 717 50,489 44,500 3,507 (0.06)
ILP 35,785 766 35,019 25,000 1,697 (0.12)
Automobiles*  Debt %30 & Net debt EPS (Rs)
INDU 780 98546  (97,766) 15.86
HCAR 3216 17,687  (14,471) 1.29
PSMC 1,737 23271 (21,534) 3.34
Cements Debt Cash & Net debt Subsidized EPS (Rs)
STIs loans
LUCK 10,829 14,431 (3,602) 11,469 0.49
DGKC 44,472 203 44,179 10,209 (0.81)
FcoL 1,082 6,449 (5,367) 871 0.06
MLCF 19,155 645 18,510 1,374 (0.16)
cHCC 16,098 632 15,466 1,961 (0.73)
PIOC 27,018 1,485 25,534 184 (1.17)
Steel Debt CassthgsL Net debt SUbSildoi;ﬁg EPS (Rs)
ASTL 19,936 185 19,751 1,398 (0.65)
MUGHAL 28,038 2,747 25,291 542 ©0.77)

Source: Company Accounts, JS Research

*Impact of rate hike on other income only. Volumes will be negatively impacted due to lower

auto financing
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