A ARIF HABIB

M T E D
REP-300

Pakistan Economy
SLA reached for 1st EFF review; New RSF program signed

26-Mar-2025

_\\ II WSIAN
BTN W™ e (4

Best Brokerage House: '23 — 21
Best Corporate Finance House: '23 - ‘13

rESe
* al
%

* sm_N"

AipLe
Best for Research: ‘24

Best for Diversity & Inclusion: Best Economic Research House: : 23 —‘21  Best Brokerage House: Best Gender‘2E4qual|ty Bond:
24 Best Research Analyst: '22 — 20 23 . —
Best Investment Bank: '23 Best Equity Advisor: 21
AHL Research -;lsg(n
D: +92 21 32462589 ASIAMONEY FinanceAsia
UAN: +92 21 111 245 111, Ext; 248 Best Securities House: ) Excellence Award Leading
. . ‘23 Be;tal:\ﬁ;tzment Top 25‘1C;0‘r1ngan|es Brokerage House for RDA "21
E: research@arifhabibltd.com Best Investment Bank: : (17-19)

'23



IMF - Pakistan

SLA reached for 1st EFF review; New RSF program signed

A press release of IMF on 25t Mar’25 confirmed that:

+ Pakistan and the IMF reached a staff-level agreement on the first review of the
37-month, USD 7bn Extended Fund Facility (EFF), subject to Executive Board
approval, enabling a USD 1.0bn (SDR 760mn) disbursement. With this tranche,
the total disbursements under the EFF program will reach USD 2.0bn.

* In addition to this, IMF and Pakistan also signed a new 28 month arrangement
under the Resilience and Sustainability Facility (RSF), amounting to USD
1.3bn (SDR 1bn).

Key takeaways from IMF press release

* The Press Release by the IMF highlights that Pakistan has made significant progress in
restoring macroeconomic stability and rebuilding confidence in past 18months.

* While moderate economic growth persists, inflation has been reduced to its lowest level
since 2015, financial conditions have been enhanced, sovereign spreads have
significantly narrowed, and external balances have been strengthened.

+ Although economic activity is expected to improve, significant risks persist. Policy
missteps, geopolitical shocks, global financial tightening, or growing protectionism could
undermine macroeconomic stability.

« It is crucial to maintain progress by strengthening public finances, ensuring price
stability, rebuilding external buffers, and removing distortions to support resilient,
inclusive, and sustained private-sector growth.
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Exhibit: History of Lending Commitments

Date of Expiration Amount Amount
Arrangement Date Agreed Drawn
SDR mn SDR mn
Standby Arrangement Dec-58 Sep-59 25 -
Standby Arrangement Mar-65 Mar-66 38 38
Standby Arrangement Oct-68 Oct-69 75 75
Standby Arrangement May-72 May-73 100 84
Standby Arrangement Aug-73 Aug-74 75 75
Standby Arrangement Nov-74 Nov-75 75 75
Standby Arrangement Mar-77 Mar-78 80 80
Extended Fund Facility Nov-80 Dec-81 1,268 349
Extended Fund Facility Dec-81 Nov-83 919 730
Suuctural Adjustment Facilt Dec-88 Dec-91 32 382
Standby Arrangement Dec-88 Nov-90 273 194
Standby Arrangement Sep-93 Feb-94 265 88
Extended Credit Facility Feb-94 Dec-95 607 172
Extended Fund Facility Feb-94 Dec-95 379 123
Standby Arrangement Dec-95 Sep-97 563 295
Extended Fund Facility Oct-97 Oct-00 455 114
Extended Credit Facility Oct-97 Oct-00 682 265
Standby Arrangement Nov-00 Sep-01 465 465
Extended Credit Facility Dec-01 Dec-04 1,034 861
Standby Arrangement Nov-08 Sep-11 7,236 4,936
Extended Fund Facility Sep-13 Sep-16 4,393 4,393
Extended Fund Facility Jul-19 Jun-23 4,988 2,144
Standby Arrangement Jul-23 Apr-24 2,250 2,250
Extended Fund Facility Sep-24 Oct-27 5,320 760
Resilience & Sustainability Facility Mar-25 Jun-27 1,000 -
Total 32,947 18,948

Source (s): IMF, AHL Research
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While we await IMF’s detailed document on the review, a few ‘policy priorities’ mentioned in
the IMF press release are as follows:

Fiscal consolidation

» Fiscal consolidation continues to reduce debt, create space for social and development
spending, and limit private investment crowding out.

» Authorities aim for an FY25 primary surplus of at least 1.0% of GDP and plan to sustain
consolidation in FY26. While keeping current spending within budget, they will maintain
BISP support, reduce energy subsidies, and prioritize development spending.

Enhancing structural reforms

» The authorities remain committed to fiscal reforms by enhancing revenue mobilization,
spending efficiency, and transparency.

» All provinces have amended Agriculture Income Tax regimes, a key step toward tax
equity, with effective implementation crucial for success and fiscal devolution in FY26.

» Efforts continue to improve public financial management, ensure spending transparency
via e-PADS, and strengthen debt management for sustainability and governance.

» Authorities will enhance efforts to fully implement the SOE governance framework across
all state-owned enterprises.

« Governance mechanisms and safeguards will be adopted for the Pakistan Sovereign
Wealth Fund (PSWF).

+ Institutional capacity to combat corruption will be further strengthened.

+ Trade barriers will be significantly reduced to promote inclusive growth and a level
playing field for business and investment.
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Maintaining an appropriately tight monetary policy

» Acknowledging the lagged impact of recent rate cuts, authorities will maintain a tight,
data-driven monetary policy to keep inflation within SBP’s medium term target of 5-7%.

+ Moreover, authorities remain committed to a functional forex market, ensuring exchange
rate flexibility and rebuilding FX reserves.

Reducing energy costs to improve viability and lower tariffs

+ Timely tariff adjustments and early reforms have helped reduce circular debt, which
remains a priority.

* Accelerating cost-side measures, including efficient distribution, captive power
integration, transmission upgrades, privatization of inefficient firms, and renewable
energy expansion, is essential.

Enhancing Climate Resilience & Disaster Risk Mitigation

Backed by the RSF, the authorities' program focuses on:

» Expanding climate reforms to reduce disaster risks and enhance resilience.
» Strengthening public investment for disaster-resilient projects.

» Optimizing water resource usage with better pricing mechanisms.

» Enhancing coordination on disaster financing across government levels.

» Improving climate risk disclosure in financial and corporate sectors.

* Promoting green mobility to combat pollution and health hazards.
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Equity Research Ratings
Arif Habib Limited (AHL) uses three rating categories, depending upon return form current market price, with Target period as Dec 2025 for Target Price. In addition, return excludes all type of taxes. For
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Rating Description
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HOLD Upside* of subject security(ies) is between 0% and +15% from last closing of market price(s)
SELL Upside* of subject security(ies) is less than 0% from last closing of market price(s)

Equity Valuation Methodology

AHL Research uses the following valuation technique(s) to arrive at the period end target prices;
Ll Discounted Cash Flow (DCF)

] Dividend Discount Model (DDM)

Ll Sum of the Parts (SoTP)

] Justified Price to Book (JPTB)

Ll Reserved Base Valuation (RBV)

Risks: The following risks may potentially impact our valuations of subject security (ies);
= Market risk

= Interest Rate Risk

= Exchange Rate (Currency) Risk

Disclaimer: This document has been prepared by Research analysts at Arif Habib Limited (AHL). This document does not constitute an offer or solicitation for the purchase or sale of any security. This
publication is intended only for distribution to the clients of the Company who are assumed to be reasonably sophisticated investors that understand the risks involved in investing in equity securities.
The information contained herein is based upon publicly available data and sources believed to be reliable. While every care was taken to ensure accuracy and objectivity, AHL does not represent that it
is accurate or complete and it should not be relied on as such. In particular, the report takes no account of the investment objectives, financial situation and particular needs of investors. The information
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prior notice. AHL reserves the right to make modifications and alterations to this statement as may be required from time to time. However, AHL is under no obligation to update or keep the information
current. AHL is committed to providing independent and transparent recommendation to its client and would be happy to provide any information in response to specific client queries. Past performance
is not necessarily a guide to future performance. This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for any investment decision. The user
assumes the entire risk of any use made of this information. Each recipient of this document should make such investigation as it deems necessary to arrive at an independent evaluation of an
investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult his or her own advisors to determine the merits and risks of such
investment. AHL or any of its affiliates shall not be in any way responsible for any loss or damage that may be arise to any person from any inadvertent error in the information contained in this report.



