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Trade deficit is skyhigh
Balance of trade represents country’s

We consider the case of Pakistan which is facing major economic issue such as  difference in value between its imports and

ballooning trade deficit given hurdles in doing exports that reached $20bn. exports.
Period Exports Imports Balance of Trade
Value Cumulative Value Cumulative Value Cumulative
a b c d a-c b-d
Smn Smn Smn Smn Smn Smn
July-15 1,759 1,759 3,585 3,585 (1,826)  (1,826) Researchdesk@scstrade.com
111 111 721 ext 107
August-15 1,738 3,497 3,216 6,801 (1,478) (3,304)
September-

15 1,821 5,318 3,251 10,052 (1,430) (4,734)
October-15 1,778 7,096 3,248 13,300 (1,470) (6,204)
November-

15 1,740 8,836 3,137 16,437 (1,397) (7,601)
December-

15 1,947 10,783 3,769 20,206 (1,822) (9,423)
January-16 1,692 12,475 3,273 23,479 (1,581) (11,004)
February-16 1,864 14,339 2,993 26,472 (1,129) (12,133)

March-16 1,989 16,328 3,212 29,684 (1,223) (13,356)
April-16 1,818 18,146 3,075 32,759 (1,257) (14,613)
May-16 1,959 20,105 3,703 36,462 (1,744) (16,357)
June-16 1,867 21,972 3,988 40,450 (2,121) (18,478)
Ju;y-16 1,495 1,495 3,093 3,093 (1,598) (1,598)

August-16 1,840 3,335 3,807 6,900 (1,967) (3,565)

September-

16 1,672 5,007 3,209 10,109 (1,537) (5,102)
October-16 1,805 6,812 3,358 13,467 (1,553) (6,655)
November-

16 1,841 8,653 3,788 17,255 (1,947) (8,602)
December-

16 1,867 10,520 4,120 21,375 (2,253) (10,855)
January-17 1,770 12,290 4,182 25,557 (2,412) (13,267)
February-17 1,769 14,059 4,017 29,574 (2,248) (15,515)

March-17 2,061 16,120 4,294 33,868 (2,233) (17,748)
April-17 1,792 17,912 3,980 37,848 (2,188) (19,936)

Source SBP
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Recently Pakistan recorded an all-time high trade deficit in its history with a trade deficit of $20bn (table annexed). Pakistan recorded
$2.2bn alone in the month of April of 2017 (since January Pakistan is recording $2bn deficit or above).

The deficit is mainly due to the imports of machinery and automobiles. Pakistan has heavily imported machinery and services for sole
purpose of China Pakistan Economic Corridor (CPEC).

Considering development of CPEC, we expect Pakistan’s import bill may reduce by 2025 as per economists.

Mainly Pakistan has been running consistent trade deficit since 2003 mainly due to high imports of energy. In FY13, the import bill stood
at $44.95bn. In FY16, imports of mineral fuels valued $10.03 bn which is the highest of all time.

In FY16...

If we look more into category wise we see that in FY16 the largest increase occurred in the transport sector by 39.2 pc, followed by the
petroleum group (15.5 pc), food items (18.9 pc), machinery and capital equipment (16.1 pc), textiles (7.7 pc), chemicals (4.3 pc) and
metals (1.7 pc).

The total exports have gone down slightly from $18.14 billion to $17.91 billion by 1.3 pc. Exports fell in almost all important categories:
textiles (3.2 pc), food items (4.5 percent), other manufactures, such as leather, sports and surgical goods (5.8 pc), petroleum (7.6 pc)
and engineering goods (17.3 pc).

Interesting table...

In the table we can see that from the FY15-FY16 imports increased dramatically and continued to increase till April 17.
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- ‘Research Analyst’ or any of his close relatives do not have a financial interest in the securities of the ‘Subject Company’
aggregating more than 1% of the value of the ‘Subject Company’

-Research Analyst or his close relative has neither served as a director/officer in the past 3 years nor received any compensation
from the Subject Company in the previous 12 months

- His compensation will not be related to the recommendations or views given in Research Report

Distribution of ‘Research Report’

Standard Capital Securities (Pvt.) Ltd. will distribute Research Report to clients in a timely manner through electronic distribution
vide email or through physical distribution such as courier express. Standard Capital will make all efforts; even so it is possible that
not all clients may receive Research Report at the same time given technical glitches or breakdown/slowdown of internet during the
process of sending emails.

‘Research Entity’ Disclosures

-Standard Capital Securities (Pvt.) Ltd. or any of its officers and directors does not have a significant financial interest (above 1% of
the value of the securities) of the subject company.

-Standard Capital Securities (Pvt.) Ltd. employee including directors, officers or associates has not served the subject company in
preceding 36 months.

-Subject Company is not been a client for Standard Capital Securities (Pvt.) Ltd. during the publication of Research Report

-Standard Capital Securities (Pvt.) Ltd. has not managed public offering, take over or buyback of securities for the Subject Company
in the past 12 months neither receives any compensation from the subject company for corporate advisory or underwriting services
in the past 12 months.

-Standard Capital Securities (Pvt.) Ltd. hasn’t recently underwritten/or not in the process of underwriting the securities of an issuer
mentioned herein. Standard Capital Securities (Pvt.) Ltd. hasn’t have provided/providing advisory services to the issuer mentioned
herein.

Risk disclosures impeding target price
The Subject Company is exposed to market risks, such as changes in interest rates, exchange rates, changes in raw material prices.
Subject company can also exposed to risk such as derivative transaction or certain regulatory changes from government authorities.

Rating System
- Standard Capital Securities (Pvt.) Ltd. standardized recommendation structure i.e. positive, Hold and negative, based on rating
system i.e.

- (Target Price, if any/Current Price - 1) > 10% Positive
- (Target Price, if any/Current Price - 1) < -10% Negative
- less than 10% (Target Price, if any/Current Price -1) Hold
- The time duration is the financial reporting period of Subject Company.

Valuation method

Following research techniques adopted to calculate target price/recommendation
- Price to earnings & Price to Book, EV-EBITDA multiple
- Discounted Cash flows or Dividend Discount Model or Enterprise Value
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