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In an anticipated outcome, the IMF and Pakistan reached staff level
agreement on the first review of the USD 3.0bn Stand-By
Arrangement. After the IMF Executive Board’s approval, Pakistan will
have access to USD 700mn (SDR 528mn), taking the total financing
to USD 1.9bn (SDR 1,422mn) under the arrangement. The past few
weeks saw Pakistan take notable steps to ensure a successful review,
particularly hiking the gas tariffs. Moreover, the country achieved
several targets put forth by the IMF, including fiscal and monetary
benchmarks.

Targets for the next review would likely entail continuing fiscal
consolidation, expediting planned energy sector reforms, reinforcing
a market-determined exchange rate regime, and overhauling loss-
making state-owned enterprises (SOEs).

A necessary step to unlock international funding avenues: Several
funding avenues available to Pakistan, including financing options
from friendly countries and multilateral institutions, hinged upon a
successful review of the IMF SBA. Notably, Pakistan’s funding gap for
the remainder of FY24 is estimated at USD 6.5bn. While the UAE has
provided assurances of financial support, Pakistan is likely to approach
Saudi Arabia and Chinese Commercial banks for deposit rollovers and
loan financing.

Notable priorities under the SBA

• Continued Fiscal Consolidation: Pakistan is expected to achieve a
primary surplus of 0.4% of GDP for FY24, likely aided by enhanced
revenue collection and controlled spending. While the tax target of
PkR 9.4tn remains unchanged, the government plans to introduce
reforms to enhance the tax base by tapping into the undocumented
economy.

• Implementing energy sector reforms: Implementing energy sector
reforms to limit the flow of circular debt has always been a priority
of the IMF. In addition to the energy tariff hikes, the fund wants
Pakistan to introduce extra steps to reduce the overall cost of the
country’s energy chain. Potential action includes the privatization of
DISCOs, intensification of the anti-theft drive, revisiting PPA terms,
and disincentivizing captive power plants.

• Overhauling the loss-making SOEs: The IMF wants Pakistan to
identify and overhaul loss-making SOEs as potential candidates for
privatization. There are 27 entities on the government’s
privatization list, including the aforementioned DISCOs, Pakistan
International Airlines, and RLNG-based power plants.

Financial Assistance Received by Pakistan

Source: MoF, BMA Research

Yusuf Rahman

Head of Research

Tel: 111-262-111 Ext. 2056

E-mail: yousuf.rahman@bmacapital.com

BMA Capital Management Ltd.

USD mn Category Date Amount

Saudi Arabia Deposit 02-Dec-22 3,000 

UAE Deposit 19-Jan-23 2,000 

CDB Commercial 24-Feb-23 700 

ICBC Commercial 4-Mar-23 500 

ICBC Commercial 18-Mar-23 500 

China Deposit 24-Mar-23 2,000 

ICBC Commercial 14-Apr-23 300 

Saudi Arabia Deposit 11-Jul-23 2,000 

UAE Deposit 12-Jul-23 1,000 

IMF SBA 13-Jul-23 1,200 
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In Focus

Pakistan Strategy
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• Reinforcing a market-determined exchange rate regime: The IMF
highlighted the importance of a market-driven exchange rate in
rebuilding reserves and alleviating external account imbalances. It
considered the recently introduced FX market reforms a necessary
step to ensure transparency and efficiency. Recall that the IMF had
placed a limit of 1.25% on the difference between the interbank
and the open market rate. Said reforms limited illicit activities and
enabled the open market rate to converge towards the official rate.

• Implementing a proactive monetary policy stance: The IMF wants
the SBP to ensure a data-driven monetary policy stance with the
purpose of achieving medium-term inflation targets. The fund
notably highlighted potential risks to inflation emanating from
geopolitical uncertainty, rising commodity prices, and the recent
weakening of the Pak Rupee.

A successful review likely priced in by the market: We believe
investors had likely priced in a successful review of the SBA as the
interim government and the central bank had achieved all structural
benchmarks set forth by the IMF. Moreover, the last major hurdle was
successfully crossed as OGRA notified the higher gas tariffs.

We think the market’s focus would be on the upcoming general
elections scheduled in Feb 2024. The political climate may dictate the
economy’s short-term direction, particularly the trend of the Pak
Rupee. Notably, friendly countries and multilateral institutions may
want to deal with an elected government prior to lending their
financial support to Pakistan.

T-Bill auction results hinting at an expedited monetary easing: The
recent T-Bills auction saw yields fall by around 50bps across all tenors,
hovering around 21.5%. Most notably, the SBP received bids of PkR
4,004bn but accepted bids worth PkR 1,161bn, lower than the target
of PkR 1,500bn. We believe the auction results would likely reinforce
expectations of an expedited monetary easing cycle.

PKR/USD Parity
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PkR/USD

T-Bill Auction

Source: SBP, BMA Research

Tenor
Amount Cut-off Yield bps

PkR bn 15-Nov-23 01-Nov-23 D

3M 473 21.50% 21.95% (45)

6M 92 21.50% 21.99% (49)

12M 596 21.50% 22.00% (50)

1,161 
Secondary Market Yields
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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 BMA Capital Management Limited from
publicly available information and sources that BMA Capital Management Limited 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 BMA Capital Management Limited 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 BMA Capital Management Limited 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 company 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 investment
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 BMA Capital Management Limited. 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 BMA Capital Management and/or their respective principals, directors, officers and employees may own, have positions or effect
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 inconsistent 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.

BMA Capital Management Limited 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. BMA Research Policy prohibits
research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer/company prior to the publication of a
research report containing such rating, recommendation or investment thesis.

Stock Rating

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 considerations.
BMA Capital Limited uses a three tier rating system: i) Buy, ii) Neutral and iii) Underperform (new rating system effective Jan 1’18) with our rating being based on
total stock returns versus BMA’s index target return for the year. A table presenting BMA’s rating definitions is given below:

Old rating system

Valuation Methodology
To arrive at our period end target prices, BMA Capital uses different valuation methodologies including

 Discounted cash flow (DCF, DDM)

 Relative Valuation (P/E, P/B, P/S etc.)

 Equity & Asset return based methodologies (EVA, Residual Income etc.)


