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The Rupee has remained stable over the last year, weathering a
worsening external account position. While the BoP (CAD up 90%YoY
in 7MFY17) and reserve position (down US$1.75bn from its peak)
has deteriorated, PkR/US$ has remained stable at PkR104.8/US$
which we view as being reflective of GoP's resolve to keep currency
stable - a hallmark for the present government. Going forward, we
see little pressure on the Rupee over the short term, primarily
supported by an expected recovery in fx reserve position. In this
regard, we see support from expected inflows, including: 1) additional
US$500mn-1bn from planned Eurobond/Sukuk issuance, 2)
~US$550mn under CSF disbursement and 3) likely ~US$3.0-4.0bn
from project lending and commercial loans budgeted for the year
along with room for greater accretion from CPEC related inflows.
Incorporating this, we slightly increase our fx reserve projection
for CY17-end taking our CY17 projection for PkR/US$ parity to
PkR105.4 (upwards revision of 2%).

KSE100 - Index
Current

48,289.66

Previous

48,305.83

Chg.

-0.03%

Mkt Cap. (PkRbn/US$bn)
Current

9,539 / 90.98

Previous

9,532 / 90.91

Chg.

0.07%

Daily Turnover (mn)
Current

180.61

Previous

206.11

Chg.

-12.4%

Value Traded (PkRmn/US$mn)
Current

10,210 / 97.37

Previous

10,885 / 103.82

Chg.

-6.2%

News and Views
MoF approved payment of PkR6bn on Thursday for the state owned
PSO to avoid an international default next week. PSO receivables soared
to PkR270bn mainly due to non-payment from power sector (~PkR231bn)
and PIA (~PkR24bn).
Following meeting with SAB members, MoC has recommended sugar
export of an additional quantity of 0.2mn tons by Apr 30'17 against 0.4mn
tons proposal of SAB.
The World Bank approved US$450mnn credit for Pakistan to increase
financial outreach, improve social safety net and promote tourism in the
country.
As per SBP, Pakistan's FDI inflows rose 6%YoY to US$1.284bn in
8MFY17, with major inflows going to food, construction, and electronics
sectors. In Feb'17 alone, FDI dropped by 20%YoY to US$123mn, while
it increased by 52%MoM.
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Rupee - stable no matter what: The PkR/US$ parity remained stable
during CY16 and has continued to do so in the current year. Despite fx
reserves slumping by US$1.75bn from its peak and CAD expanding sharply
(+90%YoY in 7MFY17), the Rupee has held its ground largely reflecting
GoP's strong resolve to keep currency stable. In this regard, increasing
debt inflows (US$6.1bnn gross debt in CY16 vs. US$5.3bn in CY15) have
allowed stability on BoP front - supporting the Rupee. On the other hand,
hefty FE-25 facility utilization (US$1003mn monthly average import financing
in CY16 vs. US$749mn in CY15) and ad-hoc measures (such as 100%
cash margin requirements) have acted as a counter to dollar demand
pressures from a growing import bill.

Current Account Projections

Fx reserves - recovery likely: The country's fx reserve position has
recently started to show signs of inherent weakness and dependence of
debt inflows. However, this has not trickled to the Rupee which we view
as being reflective of expected recovery in fx reserves going forward from
foreign inflows, including: 1) additional US$500mn-1bn from planned
Eurobond/Sukuk issuance, 2) ~US$550mn under CSF disbursement and
3) likely ~US$3.0-4.0bn from project lending and commercial loans budgeted
for the year. Moreover, a likely pick up in pace of loans and FDI flows under
CPEC projects along with improvement in investment flows post MSCI
inclusion provides room for greater fx reserve accretion than expected
earlier. That said, increasing dents to the current account (CAD
FY17F/FY18F: 1.85%/2.3% of GDP) and upcoming external payments
(additional US$500mn Paris Club, US$750mn Eurobond maturity) should
keep a check on reserves build-up. Incorporating these, we slightly revise
our reserve projection for CY17-end to US$23.5bn from US$$22.5bn earlier.
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The Rupee has remained stable over the last year, weathering a
worsening external account position. While the BoP (CAD up 90%YoY
in 7MFY17) and reserve position (down US$1.75bn from its peak) has
deteriorated, PkR/US$ has remained stable at PkR104.8/US$ which
we view as being reflective of GoP's resolve to keep currency stable
- a hallmark for the present government. Going forward, we see little
pressure on the Rupee over the short term, primarily supported by
an expected recovery in fx reserve position. In this regard, we see
support from expected inflows, including: 1) additional US$500mn1bn from planned Eurobond/Sukuk issuance, 2) ~US$550mn under
CSF disbursement and 3) likely ~US$3.0-4.0bn from project lending
and commercial loans budgeted for the year along with room for
greater accretion from CPEC related inflows. Incorporating this, we
slightly increase our fx reserve projection for CY17-end taking our
CY17 projection for PkR/US$ parity to PkR105.4 (upwards revision of
2%)
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Rupee outlook - measured move: With slight upwards revision to our
fx reserve projection, we also upward revise our PkR/US$ parity projection
for CY17 to average PkR105.4/US$ (by ~2%), implying slight depreciation
of 0.6%YoY. The revision also reflects lower than expected domestic
inflation levels along with a rise in US inflation trend, shrinking the differential
and driving a stronger PkR estimate. However, we also highlight Rupee's
increased vulnerability to timely foreign inflows where any delays in the
same (owing to political risks, administrative delays in CPEC projects and
shift in global financial yields) can significantly wipe-off fx reserves in the
backdrop of deteriorating CAD (a ceteris paribus US$500mn decline in fx
reserve position implies 0.6% additional depreciation on our regressionbased PkR/SU$ estimate).
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Disclosure Section
Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any
securities or other financial instrument and is for the personal information of the recipient containing general information only.
AKD Securities Limited (hereinafter referred as AKDS) is not soliciting any action based upon it. This report is not intended to
provide personal investment advice nor does it provide individually tailored investment advice. This report does not take into
account the specific investment objectives, financial situation/financial circumstances and the particular needs of any specific
person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and implementing
investment strategies discussed or recommended in this report and should understand that statements regarding future prospects
may not be realized. AKDS recommends that investors independently evaluate particular investments and strategies and it
encourages investors to seek the advice of a financial advisor.
The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives.
The securities or strategies discussed in this report may not be suitable for all investors, and certain investors may not be eligible
to purchase or participate in some or all of them.
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Reports prepared by AKDS research personnel are based on public information. AKDS makes every effort to use reliable,
report have not been reviewed by and may not reflect information known to professionals in other business areas of AKDS
including investment banking personnel. AKDS has established information barriers between certain business groups maintaining
complete independence of this research report.
This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any
proposed offering of securities or as agent of any issuer of any securities. Neither AKDS, nor any of its affiliates or their research
analysts have any authority whatsoever to make any representation or warranty on behalf of the issuer(s). AKDS Research
Policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by
an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.
We have taken all reasonable care to ensure that the information contained herein is accurate, up to date, and complies with
all prevailing Pakistani legislations. However, no liability can be accepted for any errors or omissions, or for any loss resulting
from the use of the information provided as any data and research material provided ahead of an investment decision are for
information purposes only. We shall not be liable for any errors in the provision of this information, or for any actions taken in
reliance thereon. We reserve the right to amend, alter, or withdraw any of the information contained in these pages at any time
and without notice. No liability is accepted for such changes.
Stock Ratings
Different securities firms use a variety of rating terms as well as different rating systems to describe their recommendations. A
rating system which uses similar terms such as Buy, Accumulate, Neutral, Reduce and Sell is not equivalent to our rating system.
Investors should carefully read the definitions of all ratings used in each research report. In addition, research reports contain
information carrying the analyst's view and investors should carefully read the entire research report and not infer its contents
from the rating ascribed by the analyst. In any case, ratings or research should not be used or relied upon as investment advice.
An investor's decision to buy, sell or hold a stock should depend on individual circumstances (such as the investors existing
holdings or investment objectives) and other considerations. Please see our table below for ratings definitions which are based
on price returns.

Rating Definitions
Buy

> 20% upside potential

Accumulate

> 5% to < 20% upside potential

Neutral

< 5% to > -5% potential

Reduce

< -5% to > -20% downside potential

Sell

< -20% downside potential
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Analyst Certification of Independence
The analysts hereby certify that their views about the companies and their securities discussed in this report are accurately
expressed and that they have not received and will not receive direct or indirect compensation in exchange for expressing
specific recommendations or views in this report.
The research analysts, strategists or research associates principally having received compensation responsible for the preparation
of this AKDS research report based upon various factors including quality of research, investor client feedback, stock picking,
competitive factors and firm revenues.
Disclosure of Interest Area
AKDS and the authoring analyst do not have any interest in any companies recommended in this research report irrespective
of the fact that AKD Securities Limited may have, within the last three years, served as manager or co-manager of a public
offering of securities for, or currently may make a primary market in issues of, any or all of the entities mentioned in this report
or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to
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the investment concerned or a related investment.

The information provided in this report and the report itself is not intended for distribution to, or use by, any person or entity in
any jurisdiction or country where such distribution or use would be contrary to law or regulation or which would subject AKDS
or its affiliates to any registration or licensing requirements within such jurisdiction or country.
Furthermore, all copyrights, patents, intellectual and other property in the information contained in this report are held by AKDS.
No rights of any kind are licensed or assigned or shall otherwise pass to persons accessing this information. You may print
copies of the report or information contained within herein for your own private non-commercial use only, provided that you do
not change any copyright, trade mark or other proprietary notices. All other copying, reproducing, transmitting, distributing or
displaying of material in this report (by any means and in whole or in part) is prohibited.
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