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Status Quo view with an asterisk

Inflation risks build as oil normalization takes longer

We expect the MPC to hold the policy rate at 11.5% on Monday; however, if geopolitical tensions persist into the December
quarter, the next move would be an increase in PR. This risk is increasingly credible, with one-third of respondents in our
recent survey expecting a hike by Dec-26.

The inflation outlook is turning less benign. Renewed geopolitical tensions and disruptions to critical energy routes have
pushed us to raise our FY27 inflation forecast by ~0.8ppt to around 9.1%, driven primarily by our expectation that oil prices
will take longer to normalize.

For Pakistan, a big risk is the import bill, not just the CPI print. Petroleum remains the country’s largest import component,
and a prolonged period of elevated oil prices could push the current account deep in the red zone. Monthly trade deficit has
averaged US$3.3bn over Apr-Jul-26 against US$2.6bn over 9MFY26, driven by imports (up 15% to ~US$6bn/month) while
exports stayed flat.

Given the dynamics, we remain biased toward a rate hike over the medium term and stress-test cyclicals for a 50bp increase
in the policy rate, highlighting where earnings are most vulnerable and where balance sheets can provide a hedge.

The resurgence of hostilities in the Middle East has disrupted both the Strait of Muhammad Wagas Ghani, CFA
Hormuz and Bab-al-Mandeb, threatening global energy flows and impacting crude wagas.ghani@js.com
prices, freight and insurance costs. For Pakistan, which imports most of its energy, +9221 111-574-111 Ext: 3096
this could feed into inflation through higher landed fuel costs and second-round
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inflation forecast by 0.8ppt to ~9.1%, reflecting our view that oil prices will
onger to normalize even if tensions ease by Dec-2026.

We expect the MPC to hold the line for now, but a prolonged conflict into the
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The street has already made up its mind

Our latest survey of institutional investors and HNIs points to a consensus heading
into the September 14" MPC meeting. 77% of respondents expect the MPC to
keep the policy rate unchanged at 11.5%, while 21% see room for a 50bp increase
with a marginal 2% vote for an outsized 100bp hike. The clustering around "no
change" is prominent. Survey gets interesting for view on policy rate at Dec-26 end,
67% of respondents settled on 11.5% i.e unchanged from here through the
remainder of the calendar year. Meanwhile, 19% see 12% rate and 14% see
12.5%, so one in three respondents is now underwriting a rate hike within the next
three to four months.
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The Other Side of the Gulf Shock

Against everything that is going on the surface, the Gulf story is not uniformly
negative. Encouragingly, some gulf players are showing clear signs of resolve
rather than escalation of war.

Gulf foreign ministers are scheduled to meet their Iranian counterpart in Salalah,
Oman on Monday, in a push to secure an arrangement to manage shipping through
the Strait of Hormuz. Regional players engaging on a working mechanism,
following the temporary transit route Iran and Oman agreed in late August, is the
kind of resolve that can shorten the tail on our energy-shock scenario.

We would, however, keep expectations calibrated. A temporary transit
arrangement addresses the operational constraint at Hormuz; it does nothing for
the security premium at Bab-al-Mandeb, and it does not unwind the freight and
insurance costs already embedded in the commodities market. This is the core of
our call i.e. the conflict can de-escalate well before oil prices normalize.
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The EPS scorecard for cyclicals Impact of 50bps increase in policy rate on
Given our medium-term bias toward a rate hike, as there is still no clear indication select stocks
of an end to the war, we present a sensitivity analysis to the impact of a 50bps rate Company FY27F/CY27F EPS impact
increase. With higher oil prices, earnings in the E&P sector are expected to remain Rs/sh %
largely insulated. Within cement, the impact is bifurcated: deleveraged players EPCL (0.31) -14.9%
(LUCK, CHCC, KOHC, PIOC) stand to benefit, while companies still carrying MLCF 017 110,
expansion-related debt (MLCF, DGKC) would face earnings pressure. Rather than 0.17) i
reducing overall equity exposure, we believe this argues for rotation toward Banks, =~ DGKC (0.21) 0.7%
E&P stocks, and net-cash companies with high treasury income, providing a natural AGP (0.10) -0.5%
hedge against a shock scenario. ILP (0.07) -0.4%
FCCL (0.01) -0.1%
ACPL (0.00) 0.0%
PIOC 0.06 0.2%
NATF 0.12 0.4%
GHNI 0.97 0.5%
GAL 0.70 0.5%
CHCC 0.28 0.6%
KOHC 0.10 0.7%
LUCK* 0.36 0.9%
PABC 0.19 1.6%
INDU 11.82 2.9%

Source: JS estimates
*Standalone | list not exhaustive



JS Global

Disclosure

JS Global hereby discloses that all its Research Analysts meet with the qualification criteria as given in the Research Analysts Regulations 2015
(‘Regulations’). Each Analyst reports to the Head of Research and the Head of Research reports directly to the CEO of JS Global only. No person engaged
in any non-research department has any influence over the research reports issued by JS Global and/or no person engaged in any non-research department
(other than the CEO) has any influence on the performance of the Research Analysts or on their remuneration/compensation matters.

The Research Analyst(s), author of this report hereby certify that all of the views expressed in this research report accurately reflect their personal,
unbiasedand independent views about any and all of the subject issuer(s) or securities, and such views are based on analysis of various information
compiled from multiple sources, including (but not limited to) annual reports, newspapers, public disclosures, financial models etc. The given sources appear
to be and consequently are deemed to be reliable forforming an opinion and preparation of this report. Such information jun not have beenindependently
verified or checked by JS Global or the Research Analyst, and therefore, all such information as given in this report jun or jun not prove to be correct. Itis
hereby certified that no part of the compensation of JS Global or the Research Analyst was, is, or will be directly or indirectly related to the specific
recommendation(s) or view(s) in this report.

Rating System

JS Global Capital Limited uses a 3-tier rating system i.e. Buy, Hold and Sell, based on the level of expected return. Time horizon is usually the annual
financial reporting period of the company.

‘Buy’: Stock will outperform the average total return of stocks in our universe
‘Hold’: Stock will perform in line with the average total return of stocks in our universe
‘Sell’: Stock will underperform the average total return of stocks in our universe

Target price risk

Company jun not achieve its target price for various reasons including company specific risks, competition risks, sector related risks, change in laws, rules
and regulations pertaining to the business of the Company as well as a change in any governmental policy. The results of operations jun also be materially
affected by global and country-specific economic conditions, including but not limited to commodity prices, prices of similar products internationally and
locally, changes in the overall market dynamics, liquidity and financial position of the Company and change in macro-economic indicators. The company is
exposed to market risks, such as changes in interest rates, foreign exchange rates and input prices. From time to time, the company jun enter into
transactions, including transactions in derivative instruments, to manage certain of these exposures.

Research Dissemination Policy

JS Global Capital Limited endeavours to make all reasonable efforts to disseminate research to all clients (without any preference, prejudice or biasness)
in a timely manner through either physical or electronic distribution such as mail, fax and/or email.

Disclosure Pertaining To Shareholding/Conflict of Interest

The Research Analyst has not directly or indirectly received any compensation from the Subject Company for preparation of this report or for the views
expressed herein, and the Subject Company is not associated with the Research Analyst in any way whatsoever.

No other material information (other than the one specifically disclosed in this report) exists (for JS Global as well as the Research Analyst) which could be
a cause of conflict of interest in issuing this report.

Disclaimer of Liability

No guaranty, representation or warranty, expressed or implied, is made as to the accuracy, completeness, reasonableness, correctness, usability, suitability
or purposefulness of the information contained in this report or of the sources used to compile the information contained in this report.

All information as given in this report jun or jun not prove to be correct, and is subject to change without notice due to market forces and/or other factors not
in the knowledge of or beyond the control of JS Global or the Research Analyst(s), and neither JS Global nor any of its analysts, traders, employees,
executives, directors, sponsors, officers or advisors accept any responsibility for updating this report and therefore, it should not be assumed that the
information contained herein is necessarily complete, accurate, reliable or up-to-date at any given time.

The client is solely responsible for making his/her own independent investigation, appraisal, usability, suitability or purposefulness of the information
contained in this report. In particular, the report takes no account of the investment objectives, financial situation and particular needs of investors who
should seek further professional advice or rely upon their own judgment and acumen before making any investment. This report should also not be
considered as a reflection on the concerned company’s management and its performances or ability, or appreciation or criticism, as to the affairs or
operations of such company or institution

Consequently, JS Global and its officers, directors, sponsors, employees, executives, consultants, advisors and analysts accept no responsibility or liability
towards the Client, and assume no obligation to do (or not to do) anything with respect to the information contained in this report. Research Analyst(s) and
JS Global shall also not be liable in any way and under any circumstances whatsoever for any loss, penalty, expense, charge or claim that jun be
suffered/incurred by the client as a result of receiving, using, or having complied and distributing this report.

Warning: This report jun not be reproduced, distributed or published by any person for any purpose whatsoever. Action will be taken for
unauthorized reproduction, distribution or publication.



