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Global Crude on the Decline
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Global crude oil prices have corrected
recently with Brent losing around 8% of its
value during July 2024, hovering around USD
81/bbl.

The declining trend can be attributed to
weak Chinese economic data. China’s crude
oil imports were notably down 11% YoY in
June 2024.

Increasing talks of a ceasefire in The Middle
Eastern conflict may further support the
commodity’s corrective spell.

Ex-Refinery Prices to follow suit
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Global oil price correction over the past
quarter saw domestic ex-refinery prices fall
by around PkR 30/liter, supporting the
country’s disinflationary trend.

June and July 2024 saw a recovery in global
refined fuel prices, causing domestic prices
to recover by around PkR 20/liter.

Given the recent fall in crude oil prices, we
anticipate the declining trend to resume.
Based on our estimates, HSD prices may fall
by PkR 13.0/liter and MS prices may decline
by 11.0/liter.

Refining Margins under Pressure

USD/bbl
B GRM @ YoY (%)
10.0 Y 0%
50 -10%
. -
-30%
(5.0)
-40%
(10.0)
PY -50%
(15.0) 60%
[
(20.0) -70%
FO HSD MS

Source: BMA Research

* Gross Refining Margins (GRMs) have come
under pressure during July 2024. Notably,
MS margins turned red during the month
but have since recovered to around USD
2.0/bbl (-66% YoY)

e HSD margins have also declined by around
55% YoY to USD 5.5/bbl.

* FO margins continue to remain deep in the
negatives, hovering around USD -15/bbl.
Notably, Pakistan’s  refinery  sectors
continues to export the commodity at a loss
because of low domestic demand.
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Domestic Hydrocarbon Flows slowing
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Domestic hydrocarbon flows continue to
remain on the lower side with oil flows
hovering below the 70k bopd mark and gas
flows registering around the 3,100mmcfd
level.

Pakistan’s  hydrocarbon  flows  have
continuously witnessed an annual attrition
rate of 6%. The presence of the circular debt
and the consequent cash flow issues have
limited exploration activity from the sector.

Given the recent gas-price hike, we foresee a
resumption in exploration activity and a
resultant increase in production flows.

Seasonal Recovery in Generation
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Circular Debt under control
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Pakistan’s domestic electricity generation
saw a seasonal recovery with June 2024
witnessing production levels of around 13.5k
GWh.

Overall generation during FY24 registered a
2% YoY fall because of the slowdown in
economic activity and an increasing use of
captive-based power plants.

With another increase in the national grid
tariff, and anticipation of another slow year,
we do not foresee any significant recovery in
electricity generation in FY25.
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Energy tariff hikes have significantly reduced
the flow of circular debt over the recent
months. Nevertheless, the outstanding stock
of the power sector’s circular debt stands at
PkR 2.6tn because of past delays in tariff
hikes.

The gas-based circular debt also remains
high with OGDC, PPL and PSO’s overdue
balance hovering around the PkR 1.5tn mark
from gas utilities.

The flow of gas-based circular debt has
declined considerably after the tariff hikes
(see table above for details).
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Domestic Petroleum Sales under Pressure Oil imports remain stable RLNG Imports Picking Pace
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Domestic OMC sales have been consistently
under pressure because of the economic
slowdown, increased smuggling and record-
high prices.

FY24 saw HSD and MS sales fall by 4% and
2%, respectively. Notably, when compared
to FY22's figures, the decline registers
around 20% for HSD and 29% for MS. FO
sales have been on a consistent decline,
falling by around 50% over the year.

We do not see any significant recovery in
OMC sales given the tough macroeconomic
environment.

Source: PBS, BMA Research

Since March 2024, Pakistan’s monthly oil
import bill is hovering around the USD 1.2bn
mark and volumetric imports are registering
at the 2.0mn MT mark.

Pakistan’s crude oil imports saw an increase
of around 17% YoY to 9.1mn MT (180k
bopd), offsetting for the decline in domestic
production levels. Refined fuel imports,
however, fell by around 7% YoY, indicating
increasing reliance on domestic refineries.

Domestic HSD production was up by around
5% YoY and FO production levels rose by 8%
YoY. MS, however was down 3% YoY.

Source: OGRA, BMA Research

Pakistan’s average RLNG imports increased
by around 9% to 1,033mmcfd in FY24. The
increase can be credited to the decline in
domestic gas production levels and the need
to operate RLNG plants.

RLNG rates, however, were down 12% YoY
to around USD 13.0/mmbtu, led by the
decline in global crude rates.
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This research report is for information purposes only and does not constitute nor is it intended as an offer or solicitation for the purchase or sale of securities or other financial instruments. Neither the information
contained in this research report, nor any future information made available with the subject matter contained herein will form the basis of any contract. Information and opinions contained herein have been
compiled or arrived at by BMA Capital Management Limited from publicly available information and sources that BMA Capital Management Limited believed to be reliable. Whilst every care has been taken in
preparing this research report, no research analyst, director, officer, employee, agent or adviser of any member of BMA Capital Management Limited gives or makes any representation, warranty or undertaking,
whether express or implied, and accepts no responsibility or liability as to the reliability, accuracy or completeness of the information set out in this research report. Any responsibility or liability for any information
contained herein is expressly disclaimed. All information contained herein is subject to change at any time without notice. No member of BMA Capital Management Limited has an obligation to update, modify or
amend this research report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes
inaccurate, or if research on the subject company is withdrawn. Furthermore, past performance is not indicative of future results.

The investments and strategies discussed herein may not be suitable for all investors or any particular class of investor. Investors should make their own investment decisions using their own independent advisors
as they believe necessary and based upon their specific financial situations and investment objectives when investing. Investors should consult their independent advisors if they have any doubts as to the
applicability to their business or investment objectives of the information and the strategies discussed herein. This research report is being furnished to certain persons as permitted by applicable law, and
accordingly may not be reproduced or circulated to any other person without the prior written consent of a member of BMA Capital Management Limited. This research report may not be relied upon by any retail
customers or person to whom this research report may not be provided by law. Unauthorized use or disclosure of this research report is strictly prohibited. Members of BMA Capital Management and/or their
respective principals, directors, officers and employees may own, have positions or effect transactions in the securities or financial instruments referred herein or in the investments of any issuers discussed herein,
may engage in securities transactions in a manner inconsistent with the research contained in this research report and with respect to securities or financial instruments covered by this research report, may sell to
or buy from customers on a principal basis and may serve or act as director, placement agent, advisor or lender, or make a market in, or may have been a manager or a co-manager of the most recent public
offering in respect of any investments or issuers of such securities or financial instruments referenced in this research report or may perform any other investment banking or other services for, or solicit
investment banking or other business from any company mentioned in this research report. Investing in Pakistan involves a high degree of risk and many persons, physical and legal, may be restricted from dealing
in the securities market of Pakistan. Investors should perform their own due diligence before investing. No part of the compensation of the authors of this research report was, is or will be directly or indirectly
related to the specific recommendations or views contained in the research report. By accepting this research report, you agree to be bound by the foregoing limitations.

BMA Capital Management Limited and / or any of its affiliates, which operate outside Pakistan, do and seek to do business with the company(s) covered in this research document. Investors should consider this
research report as only a single factor in making their investment decision. BMA Research Policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review
by an issuer/company prior to the publication of a research report containing such rating, recommendation or investment thesis.

Stock Rating

Investors should carefully read the definitions of all rating used within every research reports. In addition, research reports carry an analyst’s independent view and investors should ensure careful reading of the
entire research reports and not infer its contents from the rating ascribed by the analyst. Ratings should not be used or relied upon as investment advice. An investor’s decision to buy, hold or sell a stock should
depend on said individual’s circumstances and other considerations. BMA Capital Limited uses a three-tier rating system: i) Buy, ii) Neutral and iii) Underperform (new rating system effective Jan 1'18) with our
rating being based on total stock returns versus BMA’s index target return for the year. A table presenting BMA’s rating definitions is given below:

Old rating system

Valuation Methodology

To arrive at our period end target prices, BMA Capital uses different valuation methodologies including
®= Discounted cash flow (DCF, DDM)
= Relative Valuation (P/E, P/B, P/S etc.)

® Equity & Asset return based methodologies (EVA, Residual Income etc.)
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Tel: +92 21 111 262 111 | Fax: +92 21 3243 0748 | www.bmacapital.com | info@bmacapital.com

Stock Exchange Branch:

Room 141, Pakistan Stock Exchange,
Stock Exchange Road, Karachi.

Tel: (021) 32410617

Awami Markaz Branch:

G13, Ground floor, Awami Markaz,
Shahrah-e-Faisal Karachi.

Tel: (021) 34300578

Islamabad Branch:

104, 1st Floor, 82-East,
Muhammad Gulistan Khan House,
Fazel e Haq, Blue Area, Islamabad
Pakistan

Tel: (051) 280 2354-5

Fax: (051) 280 2356

Faisalabad Branch:
Mezzanine Floor, State Life Building #2,
Plot No. 833 Liaquat Road, Faisalabad.
Tel: (041) 2612261-5.

Peshawar Branch:

Shop No.F1 & F2, 1st Floor Mall Tower 35,
The Mall Peshawar Cantt.

Tel: (091) 5274770-72

BMA CAPITAL MANAGEMENT LIMITED

TREC HOLDER AT PAKISTAN STOCK EXCHANGE LIMITED

HEAD OFFICE:
Level 8, Unitower, I.I. Chundrigar Road, Karachi - 74000, Pakistan

Bahadurabad Branch:

Office # 3, Mezzanine Floor,
Akber Manzil, Main Bahadurabad
Roundabout, Karachi

Tel: (021) 3486 0393-98

Fax: (021) 3493 1396

Lahore Cavalry Branch:

Office No. 74, 2nd Floor, Commercial Area,
Main Cavalry Ground, Lahore Cantt, Lahore.
Tel: (042) 3667 6614-20

Fax: (042) 3661 9912

Sialkot Branch:

2nd Floor, Sialkot Business & Commerce
Centre, Paris Road, Sialkot, Adjacent to
Sialkot Chamber of Commerce.

Tel: (052) 4260091-94

Gujranwala Branch:

51-H block Near Standard Chartered Bank
Trust Plaza GT road Gujranwala.

Tel: (055) 3848501-05

Abbottabad Branch:

Gohar Son’s Arcade 1st Floor Office# 4,
Supply Bazar Sikandarabad Abbottabad,
KPK.

Tel: (0992) 400346-47

Gulshan-e-Igbal Branch:

Commercial Office premises bearing,

B-29 Mezzanine Floor 13/A, Main University
Road, Gulshan-e-Igbal Karachi.

Tel: (021) 34825023

Lahore Gulberg Branch:
Commercial Office No. 402, 7th Floor,
Mega Tower 63-B, Main Boulevard,
Gulberg Il, Lahore.

Tel: (042) 35762953-57

Multan Branch:

Office No. 607/A, 6th Floor,
The United Mall, Plot No. 74
Abdali Road, Multan

Tel: (061) 457 6611-15

Fax: (061) 457 6615

Chakwal Branch:

Office No. 12, 1st Floor, Ejaz Plaza,
Talagang Road Chakwal.

Tel: (0543) 553850, 0543-543720,0543-
543721.

Gujar Khan Branch:

1st Floor, Office# 101 & 102, Akbar Kayani
Plaza, GT Road,GujarKhan.

Tel: (051) 3762083

North Nazimabad Branch:

D-14 Office No 02, 2nd Floor Block H,
MCB Building, Near 5 Star Round About,
North Nazimabad Karachi.

Tel: (021) 36672301-00.

Lahore LSE Branch:

1st Floor Room# 110-111, LSE Building,
19- Khayaban-e-Aiwan-e-Igbal, Lahore.
Tel: (042) 36280931-34

Sargodha Branch:

Ground floor, Shan Plaza, Block No 16,
Main Khushab Road, Near Allied Bank
Limited, Sargodha.

Tel: (048) 3767 817-18

Jhelum:

2nd Floor, Khalid Plaza, Plot#7/89,
Kazim Kamal Road, Jhelum, Punjab.
Tel: (054) 4620594-97

Bahawalpur Branch:

Plot # 13-A, 1st Floor, Office # 2,
Model Town B, Bahawalpur

Tel: (062) 2883158, 2884158




