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Area Narrative
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Commodities Bifurcation: Commodity prices to diverge. staples remain volatile while industrial capexriven
Near-Shore Manufacturing: Nearshoring lifts regional manufacturing and construction demand
Selective EM Reaating: Flows concentrating into EMs that deliver credible stabilization amid neahoring

Key Global Economic
Themes

> > >

Gradual stabilization in economic conditions driven by IMibacked fiscal reforms, improved external buffers, and debt sustainality.
GDP growth forecast at 3.5% for FY26, 4% in FY27; inflation projected to stabilize to single digits (7.1%).
Political stability, consistent policy and implementation of structural reforms are critical for inclusive and sustained recaery.

Pakistan Macro
Economic Outlook

> > >

Consumer Sector : Easing inflation and credit reviving autos while textiles and FMCG steady.

Energy: Circular-debt repayment and tariff clarity derisk power; refiners weak.

Financial Sector : Deposit growth and rate easing; privatization to fuel flows.

Technology: Record IT export boom plus IPO/M&A/VC exits drivingraing.

Industrials & Infrastructure : Capex and housing lifting cement and suppliers; REITs remain a growth segment.

Sectoral Highlights

> > I >

Positive momentum for equities with capital shifting from fixed income due to easing interest rates.
Credit outlook positive with continued momentum in risky assets.
Foreign investment flows towards project financing critical to sustain momentum.

Investment Landscape

> > >

A Dependence on external factors like oil prices, global trade policies, and geopolitical conflicts.

Rl el Sl A Structural reforms must continue to avoid boom and bust cycle, driven by import inflation and currency volatility.

A Policy has been ineffective in austerity measures and structural reforms. The 2026 roadmap is directionally sound, however,
Policy and Governance implementation remains key risk to sustain IMF program and boost investor confidence.
A Upcoming reforms focus on longterm structural areas, including energy sector, privatization, and trade liberalization.
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Global
Outlook

A Al Productivity Surge
A The Commodities Bifurcation

A Near-Shore Manufacturing
A Higher-for-Longer Income Tilt

A Selective EM-Rerating
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Positives VS Negatives

Global economic resilience Geopolitical tensions persists in
defied doomsday forecasts multiple regions, with ongoing
despite shocks with 2.8% conflicts accelerating geopolitical
growth YovY fragmentation
US-China trade tensions de-escalated R

raised effective rates (16.8% vs 2.4%),
driving trade policy uncertainty to
record highs weighing heavily on
business confidence and investment

. ‘ US's century-high tariff increase
following initial spike, tariffs rolled -
back from prohibitively high levels —\—' =

Global disinflation continued with .
headline inflation falling toward ——
central bank targets

. Broad-based growth

3 deceleration across all major
economies with particularly
‘ severe weakness in investment

significant capex, especially in and manufacturlhg amid
the US (approx. a third of US 4‘ '7 clevated uncertainty.
GDP growth in TH2025 Mounting debt crisis across
. developing economies, while 60% of
low-income countries are either in or
at high risk of debt distress

\

Al investment boom drove

Oil markets recorded their
steepest annual fall in 2025
since the Covid pandemic, Oil glut remains a key
with brent crude falling concern while geo-political
nearly 20% YoY risks weigh down
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Growth expected to remain modest

Global growth is expected to
reach 2.4% in 2026 as economies
adjust to elevated tariff
environments and policy
uncertainty gradually moderates
from 2025's record highs.

Oil glut remains a key concern

Oil markets face significant
oversupply in 2026, with production
set to outpace demand by threefold,
pushing Brent crude to average $58-
66/barrel as OPEC+ implements
voluntary cuts to stabilize prices.

N
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Geopolitical uncertainty to persist

Ongoing regional conflicts in the Middle
East and Ukraine, emerging conflicts like
Greenland, Venezuela and Iran, show
limited prospects for near-term resolution,
while US-China strategic competition
intensifies particularly in technology, Al,
semiconductors and race for minerals.

Easing cycle to continue, but at a slower pace

As inflation moderates toward central bank targets,
the easing cycle is expected to continue but at a
slower, more measured pace in 2026. Fed is expected
to cut rates by another 50bps while ECB wiill likely hold
rates steady at 2.15%. Overall, the monetary policy is
expected to remain supportive




The World Ahead: Still On the Side of Caution
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Outlook

2025 was all about shifting policies, 2026 is set to withess the economic impact unfold. FaUeUE

A In line with our expectations, 2025 marked a year of heightened uncertainty as new governments elected in 2024
implemented sweeping policy changes, which disrupted the flow of capital, borrowing patterns, and reshaped the course

of economic outcomes.

-

A A key catalyst that we witnessed were the trade tariffs implemented by the United States, which significantly impacted
the global supply-chains for most of the 2025.

A As we move into 2026, we expect uncertainty to gradually moderate as economies adjust to these policy shifts, though

risk remains elevated, especially geopolitical risk, which we believe will remain the dominant theme in 2026.

Policy rate decisions for selected regions - 2025
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GDP growth forecast for
selected regions - 2026

Global 3.10%
us 2.10%
UK 1.30%
Euro Area 1.10%
APAC 4.10%
China 4.20%

Emerging Markets & Developed Economies 4.00%

Source: IMF, Central banks
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Modest-above-trend global
growth while US to lead,
China manufacturing
supports activity while
Europe is patchy

Headline disinflation
continues; core inflation
remains sticky in many TPy
DMs with downside risk
fromm commodity shocks.

Gradual, cautious easing in
2026. Central banks to cut

Investment Banks

Asset Managers

Constructive but uneven growth,
favor structural winners (Al,
digitization, near-shoring) over
broad cyclicals

Disinflation trend
expected however, core
stickiness warrants

slowly as core inflation [UMEEIESE
falls. Tactical positioning [EEMREIEE
around cuts advised.

Quality cyclicals, tech/Al
leaders, selective EM Key

opportunities and tactical FREA=aaas

commodity plays

Inflation )
allocation to real assets

and inflation-resilient
exposures.

Expect slow easing, keep
T e Modest duration and

Consensus

Global growth to be moderate
as Al spending drives the
economy, while inflation to
stay elevated keeping central
banks cautious, leading
investors to favor international
equities and alternatives over
traditional portfolios

hedge for sticky real rates;
REEs use credit/private debt to
pick up yield.

Al/cloud, ICT exports,
infrastructure/renewables,
private markets and
selective EMs with reform
momentum




Market Outlook — Cautiously Positive
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Equities

Fixed Income

Oil

Gold

Other
Commodities

Currencies

Real Assets

A

A

Pl >

>\

>\

Favors developed-market tech/Al and
pockets of EM (India)
Cautious on broad EM beta

Shorter-duration preferred in developed
markets

Cautious on EM debt given
FX/geopolitics

Material spare-supply/inventory
overhang expected
Oil forecast between $55-$60/bbl

Tactical safe-haven
Forecast range $4,000-$5,000/0z

Base metal supported by energy
transition

Industrial commodities sensitive to
China demand

USD: range-bound to modestly weaker
as Fed eases

EM: trade EM FX idiosyncratically around
policy/commodity moves

Positive on infrastructure / energy
transition real assets

Focus on REIT issuance, and tradeable
real-asset opportunities

> >

A Focus on long-term growth themes (Al, clean
energy, infrastructure)

Prefer quality and thematic exposures
Selectively overweight developed markets

Selective credit and infrastructure debt
Focus on duration management as central
banks ease later in 2026

Cautious/neutral on oil, treating it as supply-
sensitive hedge
Oil forecast between $55-$65/bbl

Structural hedge with continued upside
Forecast range $3,500-$5,500/0z

Tilt to critical minerals and renewables supply
chain exposure
Tactical allocations to copper/lithium

USD: modestly weaker into 2026
EM: select reformers (INR, IDR, MYR, BRL) with
focus on high real yields

Increase allocations to infrastructure,
renewables, and REITs
Focus on private market opportunities

Positive with tilt to quality growth
(Al/exporters) with selective cyclicals in
reforming markets

Modest-duration base with selective credit.
Focus on investment-grade & opportunistic
EM credit

Range-bound $55-$65 on supply surplus,
with episodic spikes from geopolitical shocks

Strategic insurance and tactical buys into
risk spikes or sustained real-rate weakness

Bifurcated outlook. Industrial metals
supported by capex/transition demand
energy & food remain tactical and event-
driven

USD range-bound while selectively positive
for reforming EM FX where fundamentals
improve

Favored. Focus on infrastructure, renewables
and core real-estate
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1.

The Al Productivity Surge:
From Infrastructure to
Enterprise

2.

Energy Transition:
Commodity Markets
Bifurcation

3.

The Near-Shore
Manufacturing Race is a
Long-Term Game

4,

Higher-for-Longer Income
Tilt

5.

Selective EM Re-rating

Rationale

Al remains the dominant thematic force in 2026. Heavy tech capex and broad pilot
deployments are now turning Al from infrastructure spending into durable, revenue-
generating enterprise products. 2026 is the year monetization and productivity gains (not
just build-out) will drive value across industries.

Focus on

> > D> >

Semiconductors and Al infrastructure
Cloud computing and data centers
Enterprise software and automation
Utilities and power generation
Sector-specific Al applications.

Energy markets are splitting into two distinct opportunity sets. Traditional oil price
dynamics is creating fiscal room for energy-exporting economies. Simultaneously, green
metals face supply constraints despite surging demand from electrification and EV
adoption globally. China's dominance in critical mineral processing (80% of rare earths,
60% of lithium) is forcing Western nations and emerging economies to develop
alternative supply chains regardless of cost. Agricultural commodities face supply
tightness heading into 2026-27 harvest seasons due to low producer margins and climate
pressures.

> > >

Copper and battery metals for electrification
Alternative rare-earth sources outside China
Renewable energy infrastructure
Agricultural commodities as volatility hedges

Elevated geopolitical friction and industrial-policy incentives are converting temporary
supply-chain moves into durable regional production footprints and national strategic
programs. This structural reordering favors regional manufacturing ecosystems and
alternative input/processing sources, creating decade-long infrastructure and
manufacturing buildouts in these regions. Critical minerals competition is also
intensifying as nations seek supply diversification, creating premium opportunitiesin
alternative sources outside dominant suppliers.

>

>

D > >

Manufacturing hubs (Mexico, India, Vietnam/SE
Asia)

Regional semiconductor & advanced-
manufacturing fabs

Critical-minerals diversification and processing
Regional logistics & industrial corridors
Sovereign strategic industries.

Central banks are on different tracks across major jurisdictions, creating persistent yield
and currency dispersion. Geographic positioning in rates and currencies matters as much
as duration or credit quality for the first time in over a decade.

>

> > >

Currency positioning (USD/EUR/IPY & EM
corridors)

Regional duration/curve strategies

Carry and cross-currency plays
Sovereign/quasi-sovereign bond selection
Cold as hedge

Developed-market concentration plus EM reform and re-shoring will create selective
country/sector upside rather than uniform EM beta.

> > >

India (Infrastructure, domestic demand)
Selected China export/tech pockets

SE Asia manufacturing beneficiaries
Commodity-exposed EMs with fiscal/FX
resilience
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Pakistan

Outlook

A A Fragile Foundation
A From Firefighting to Growth Recovery
A Structural Vulnerabilities Unaddressed

A The 2026 Agenda Directionally Sound



2025 Roundup — Positives Outweigh
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PIA's landmark
privatization of
PKR135bn is
the first major
SOE disposal in
two

o

[e]

Trump sets

SNATy,
!

The IMF completed

Pakistan's tariffsat  the 2nd EEF review

19%, 2nd |[owest in
South Asia after
Afghanistan

Remittances hit a
record $38.3 bn in
FY25,up 27% YoY

with a primary

surplus of 1.3% of
GCDP while reserves

crossed $15.8bn

Positives

N
l"'
Pakistan-Saudi
Arabia Strategic
Mutual Defense
agreement
signed

Key IMF

benchmark (tax
target) not

India-

achieved

Pakistan war

disrupted regional

Negatives

MNC exits continued,
P&G left after 34 years
following Shell,
Microsoft, Uber, Pfizer,
and others in previous
years

Afghanistan border
closure halts $2- 1%
$3bn in annual _O_O

trade

YY)

Monsoon flooding
causes severe
agriculture losses (6.9
Mn people, 2.2 Mn
acres of cropland)




