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Monetary Policy Survey
Majority expects no change; we also expect same
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Recent surge in oil prices warrants cautious approach %‘ogline

CURITIES

What changes in Policy Rate do you expect in the upcoming MPC? = State Bank of Pakistan (SBP) is scheduled to hold the fifth Monetary Policy Committee (MPC)
i meeting of 2026 on Jul 27, 2026.

. To recall, in the Monetary Policy Committee meeting held on Jun 15, 2026, the central bank
kept the policy rate unchanged at 11.5%, in line with market expectations. In previous poll

97.1% conducted by Topline Securities, 49% of participants had anticipated no change.

" Since the last Monetary Policy Committee (MPC) meeting, market expectations for interest
rates have shifted in both directions amidst volatile geopolitical situation. Following the signing
of the US-Iran Memorandum of Understanding (MoU) on June 18, 2026, the easing
geopolitical tensions and the softer international oil prices led market participants to

0.0% 2.9% 0.0% 0.0% increasingly price in cumulative rate cuts of 100—150bps over the next 2 to 3 MPC meetings.
= However, renewed tensions between the US and Iran over the past two weeks have reversed
Decline by Declineby ~ Nochange Rise by 100bps Rise by over part of that optimism. The resulting rebound in oil prices has reduced the likelihood of an
over 100bps 100bps 100bps . . . . .
imminent rate cut, with markets now awaiting a more conclusive outcome from any renewed
Source: Topline Research Poll US-Iran negotiations (if any) before reassessing the monetary policy outlook.
- This shift in expectations is also reflected in the secondary market. Following the June 18, 2026
MoU, secondary market 6-month Treasury bill yield fell by 116 bps from high of 12.46% on 11
Us$/bbl Jun 2026 to 11.30% on 9t/10™ Jul 2026, below the current policy rate of 11.5%. Over the past
120.0 ten days, however, yields have retraced higher by 20bps currently trading at 11.50%.
110.0 = In light of these developments, we expect the State Bank of Pakistan (SBP) to maintain the
policy rate at 11.5% in its July 27, 2026 MPC meeting. While inflation remains well contained,
100.0 heightened geopolitical uncertainty and the recent rebound in oil prices warrant a cautious
90.0 approach before considering any policy easing.
80.0 = Topline Securities Poll: In a poll conducted by Topline Securities, 97% of respondents expect
the policy rate to remain unchanged on Jul 27, 2026 MPC meeting. Meanwhile, the remaining
70.0 3% anticipate a decline of 100bps.
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= = = 5 5 = = < < 5 5 " Current secondary market yields suggest a smaller rate hike: The secondary market yields of
E E § f‘, E E E ® 5 é § 6M T-bills and 6M KIBOR are hovering at 11.5% and 11.67%, respectively, down 62 and 69 bps
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since the last Monetary Policy on Jun 15, 2026.
Source: Bloomberg, Topline Research

- The prevailing secondary market yields incorporates hike of 50-75bps, in our view.
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Participants divided over inflation expectations in FY27E ((ffogline

CURITIES

Where do you see policy rate by Dec 2026? Topline Research also conducted a poll of key market participants on expectations over policy

rate, average inflation, and PKR USD parity.

45.7% 48.6% . Policy Rate target for Dec 2026: On the question regarding the policy rate outlook for Dec-
2026, respondents were split between expecting no change and anticipating a rate cut by Dec
2026. Around 49% expect the policy rate to remain at the current level of 11.5%, while
5.7% another 46% foresee it declining below 11.5%. The remaining 6% expect the policy rate to rise
I

above 11.5%.
less than 11.5% 11.5% higher than 11.5%

- However, we expect the policy rate to fall below 11.5% by Dec 2026.

What is your CPI estimate for FY27F? = Inflation: Respondents remained divided on the FY27 inflation outlook. Around 34% expect

average inflation to range between 8-9%, while 31% anticipate inflation averaging 9-10% and

28,694 34.3% 31.4% 29% expect it to fall within 7-8%. Only 3% of participants expect inflation to average 6-7%,
i while another 3% foresee inflation exceeding 10%.
I = However, we expect Inflation to average at 7.0-8.0% during FY27E.
2.9% 3%
0% [r— [r— - Exchange Rate: On the currency front, respondents largely expect the rupee to remain stable
Below 6% 6-7% 7-8% 8-9% 9-10%  Above 10% by Dec 2026. Around 46% expect the PKR/USD exchange rate to clock in the Rs280-285 range,
while 31% foresee it settling between Rs285-290. The remaining 23% expect the rupee to
strengthen further to Rs275-280, with no respondents anticipating the exchange rate to
45.7% weaken beyond Rs290/USD by the end of Dec 2026.
31.4% = We expect PKR/USD parity at Rs280-285 by Dec 2026.
22.9%
275-280 280-285 285-290 Above 290

Source: Topline Research Poll
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Analyst Certification and Disclosures ((ffogline

CURITIES

The research analyst(s), denoted by an “AC” on the cover of this report, primarily involved in the preparation of this report, certifies that (1) the views expressed in this report accurately reflect his/her
personal views about all of the subject companies/securities/sectors and (2) no part of his/her compensation was, is or will be directly or indirectly related to the specific recommendations or views
expressed in this report.

Furthermore, it is stated that the research analyst or its close relative have neither served as a director/officer in the past 3 years nor received any compensation from the subject company in the past 12
months.

Additionally, as per regulation 8(2)(i) of the Research Analyst Regulations, 2015, we currently do not have a financial interest in the securities of the subject company aggregating more than 1% of the
value of the company.

Rating System
Topline Securities employs three tier ratings system to rate a stock, as mentioned below, which is based upon the level of expected return for a specific stock. The rating is based on the following with
time horizon of 12-months.

Rating Expected Total Return

Buy Stock will outperform the average total return of stocks in universe

Neutral Stock will perform in line with the average total return of stocks in universe

Sell Stock will underperform the average total return of stocks in universe

For sector rating, Topline Securities employs three tier ratings system, depending upon the sector’s proposed weight in the portfolio as compared to sector’s weight in KSE-100 Index:
Rating Sector’s Proposed Weight in Portfolio

Over Weight > Weight in KSE-100 Index

Market Weight = Weight in KSE-100 Index

Under Weight < Weight in KSE-100 Index

Ratings are updated daily to account for the latest developments in the economy/sector/company, changes in stock prices and changes in analyst’s assumptions or a combination of any of these factors.

Valuation Methodology
To arrive at our 12-months Target Price, Topline Securities uses different valuation methods which include: 1). Present value methodology, 2). Multiplier methodology, and 3). Asset-based methodology.

Research Dissemination Policy
Topline Securities endeavors to make all reasonable efforts to disseminate research to all eligible clients in a timely manner through either physical or electronic distribution such as email, fax mail etc.
Nevertheless, all clients may not receive the material at the same time.10

Disclaimer

This report has been prepared by Topline Securities and is provided for information purposes only. This should not be considered as research report under the research analyst regulations. Under no
circumstances this is to be used or considered as an offer to sell or solicitation of any offer to buy. While reasonable care has been taken to ensure that the information contained therein is not untrue or
misleading at the time of publication, we make no representation as to its accuracy or completeness and it should not be relied upon as such. From time to time, Topline Securities and/or any of its
officers or directors may, as permitted by applicable laws, have a position, or otherwise be interested in any transaction, in any securities directly or indirectly subject of this report. This report is
provided only for the information of professional advisers who are expected to make their own investment decisions without undue reliance on this report. Investments in capital markets are subject to
market risk and Topline Securities accepts no responsibility whatsoever for any direct or indirect consequential loss arising from any use of this report or its contents. 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. The views expressed in this report are those of Topline Research Department and do not necessarily reflect those of Topline or its directors. Topline as a firm may have business relationships,
including investment-banking relationships, with the companies referred to in this report.

All rights reserved by Topline Securities. This report or any portion hereof may not be reproduced, distributed or published by any person for any purpose whatsoever. Nor can it be sent to a third
party without prior consent of Topline Securities. Action could be taken for unauthorized reproduction, distribution or publication.
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