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Economic & Investment Outlook 2024

The outgoing CY23 was a difficult year for the country on account of challenging macro-economic environment and
political uncertainty. The country grappled with an acute balance of payments crisis, marked by significantly low foreign
exchange reserves of around USD 5.6 billion at year start, compounded further by elevated loan repayments. Inflation
averaged at 31% in CY23, driven by currency adjustments and supply side constraints amidst devastating floods and import
rationing. The business and public confidence also declined amidst fear of acute economic distress.

Towards the end of the June-23, the country was able to secure a Stand-by Arrangement of USD 3 billion from IMF for 9
months which restored some economic stability. A lot of economic indicators have improved henceforth, and we expect
continuation of gradual improvement going forward, provided that Pakistan remains steadfast in its reforms under the IMF
program. Our key projections for CY24 signal further improvement in key metrices such as growth, inflation, and current
account whereas timely elections (slated for February 2024) may also reduce political noise.

GDP growth: The economic activity remained lackluster in the GDP growth to restrained due to floods and policy measures
outgoing year of FY23 as Pakistan's $375 billion economy shrunkto  7.0%
around $342 billion, with negative growth rate of around 0.17% in  6.0%
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FY23 as against 6.2% achieved in FY22. For FY24, GDP growth  50% 2 § :
forecasted by the ADB and IMF is 2% and 3.5% respectively, in their  *** g [y &
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elevated inflation, high Policy Rate, risk of increased current account 1:0% -
deficit (CAD) as import restriction will get relaxed, and higher ¢y I
outflows on the financial account, will keep a lid on demand. We  -1.0% _gﬁ A
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2.13% as compared to the same period last year. Source: MoF, SBP, NBP Funds Research

Inflation has peaked; Steep decline in Policy Rate

expected during CY24

Inflation and Interest Rates: While inflation averaged 31% in CY23, 40.0% Pl Dec23
we expect it to cool off considerably and fall in the range of 20-22% S inflation (CPY - ==Poliey Rate (PR) e
owing to high base effect. We believe that the run-rate of monthly 0%
price increments will slow down since bulk of the price increases in -~ T
various items have already been implemented by the govt. In the PR Juk19, 13. 180%
past 4 monetary policy meetings, the central bank has held the rates, bR Dec2z % 13.3%
but expectations are building in the market that the first rate-cut may 220%
take place in March-24, if not in January-24. During CY24, we .,
expect a 3-4% reduction in the policy rate. 232353228883 35
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Source: SBP, PBS, NBP Funds Research

Current Account: Pakistan ran unsustainable Current Account — p. current account deficit has decreased significantly as a

Deficit (CAD) of USD 24 billion during CY21-22. Several result of the central bank's restrictive policies
administrative and sharp exchange rate adjustments are expected to 5,000 .
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bring Current Account into slight surplus for CY23. For CY24, the 0 — - n
ongoing slowdown in commodity prices and soft demand offers ~ _ oo I 8 -
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some comfort. The Bloomberg Commodity Index averaged around = = - o
99 for Dec-23, which is the lowest level seen since Dec-21. 2 p e
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exports growth may be constrained due to high utility and other g g
input prices versus regional countries. External dividend payments B0 L . o 4 e e e
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will also impact the CAD. All things considered, we estimate CAD to s & © & oo oo & &
range around USD 3-4 billion in CY24. Source: SBF, NBP Fund Research
Disclaimer: This publication is for informational purposes only and nothing herein should be construed as a solicitation, recommendation or an offer to buy or sell any fund. All investments in mutual funds are
subject to market risks. The price of units may go up as well as down. Past performance is not necessarily indicative of future results. Please read the Offering Documents to understand the investment policies
and the risks involved. NBP Funds or any of its sales representative cannot guarantee preservation / protection of capital and / or expected returns / profit on investments. The use of the name and logo of National
Bank of Pakistan does not mean that it is responsible for the liabilities/ obligations of the Company (NBP Fund Management Limited) or any investment scheme managed by it.
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IMF program and economic reforms are the key: In Nov-23, the IMF staff and the Pakistani authorities reached a Staff-Level
Agreement (SLA) on the first review under Pakistan’s SBA. The Executive Board is scheduled to meet on January 11th to
give the final nod to disburse the next loan tranche of around USD 700 mn. Continuation of the IMF program is imperative
as it will not only help stave off any solvency threats the country faces, it will also impel the authorities to continue to
pursue economic reforms required to achieve macro-economic stability. The successful review of the IMF will also enable
flows from other Multilateral Development Banks (MDBs) and friendly countries to help us maintain reserves at acceptable
levels. In order to achieve more sustainable and inclusive economic growth, the focus of the government must shift to long
needed structural reforms that include a) expanding the narrow tax base by taxing all sources of income including
Agriculture & Real estate, b) speedy privatization of State Owned Enterprises, c) rationalization of current expenditures in
favor of development expenditures, d) improving governance standards and competence at all government levels, e)
reducing inefficiencies and losses in Discos and reducing circular debt, and f) implementation of policies to promote
exports and curtail imports especially non-essentials, by following a flexible exchange rate regime.

What lies ahead for the capital markets in CY24: Valuations of Stock Market are attractive

Despite the challenges facing the economy, corporate | - KSE-100 —=P/E Ratio =mmAverage P/E Ratio o
profitability has so far remained resilient. Corporate 5000 §* KSE-100
profits for our universe are estimated to grow by a .oy s | 120
hefty 40-45% in CY23 (last quarter results awaited). 50,000 oo
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For CY24, the growth rate is expected to remain in
double digits. Foreigners have turned net buyers with

inflows of USD 73.5mn during CY23, and this trend is zgggg
likely to continue in CY24. The ongoing wave of — 20000
buybacks and stock purchases by leading corporates E’)ggg
and sponsors in their respective industries is a key 5,000
catalyst which has strengthened investors” confidence )
in select companies and sectors. Overall institutional
allocation to equities (Mutual Funds, Banks,
Insurance, Pension Funds etc.) is also significantly less
compared to historical averages. All of these factors indicate an upside potential in equities. Looking at fundamentals,
Price-to-Earnings Ratio (P/E) of the market is at multi-year low of around 4.3 times (earnings yield of around 23.3% versus
10-yr PIB yield of 14.91%). Therefore, we advise investors with medium to long-term investment horizon to build position
in the stock market through our NBP stock funds which have provided superior return vs the market. Notably, our flagship
NBP Stock Fund (NSF) exhibited outstanding performance in the outgoing CY23, yielding an impressive 60.1% return
compared to the KSE-100 Index return of 54.5%. This resulted in a substantial outperformance of 5.6% (net of all expenses)
for our valued investors, reaffirming the fund's track record of generating significant returns beyond market benchmarks.
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Disclaimer: This publication is for informational purposes only and nothing herein should be construed as a solicitation, recommendation or an offer to buy or sell any fund. All investments in mutual funds are
subject to market risks. The price of units may go up as well as down. Past performance is not necessarily indicative of future results. Please read the Offering Documents to understand the investment policies
and the risks involved. NBP Funds or any of its sales representative cannot guarantee preservation / protection of capital and / or expected returns / profit on investments. The use of the name and logo of National
Bank of Pakistan does not mean that it is responsible for the liabilities/ obligations of the Company (NBP Fund Management Limited) or any investment scheme managed by it.
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