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Pakistan Economy
Pakistan to float USD denominated Eurobonds
 Pakistan is all set to float USD denominated Eurobonds in the international market, under the Global

Medium Term Note Programme. After a hiatus of almost 4 years, Pakistan is tapping the

international bond market, with last Eurobond (USD 1.5bn| 10yr) and Sukuk (USD 1bn| 5yr) issued in

2017 at 6.875% and 5.625%, respectively.

 As per the initial information received from various media sources, some salient features of the

programme and the Notes are as follows:

• USD benchmarked 5 year Fixed Rate note with maturity on April 6, 2026 expected to be

priced at around 6.25%. Coupon: Semi Annual (30/360)

• USD benchmarked 10 year Fixed Rate note with maturity on April 6, 2031 expected to be

priced at around 7.5%. Coupon: Semi Annual (30/360)

• USD benchmarked 30 year Fixed Rate note with maturity on April 6, 2051 expected to be

priced at around 8.875%-9 %. Coupon: Semi Annual (30/360)

• Issuer: The President of the Islamic Republic of Pakistan for and on behalf of the Islamic

Republic of Pakistan.

• Arrangers and Dealers: BOCI Asia Limited, Credit Suisse (Singapore) Limited, Deutsche

Bank AG, London Branch, Emirates NBD Bank PJSC, J.P. Morgan Securities plc, Standard

Chartered Bank and any other Dealers appointed in accordance with the Programme

Agreement from time to time.

• Format: 144A/Reg S, global MTN, senior unsecured

• Settlement Date: April 6, 2021

• Issuer ratings: B3 (Moody’s), B- (S&P), B- (Fitch); all stable outlook

• Expected issue ratings: B3 (Moody’s), B- (Fitch)

Source (s): SBP, AHL Research

Exhibit: Pakistan International Bonds: Coupon and Maturity

5.50%

5.63%

12.00%

6.88%

8.25%
7.88%

0.0%

1.5%

3.0%

4.5%

6.0%

7.5%

9.0%

10.5%

12.0%

13.5%

 -  5  10  15  20  25  30  35

(Coupon)

(Maturity)



3

Pakistan Economy
Tapping the Eurobond Market
Tapping the Eurobond market at this time seems a prudent decision. We base our case with the

following factors going in favor of Pakistan:

 Pakistan’s sovereign credit rating stands at B3 (Moody’s), B- (S&P), B- (Fitch); with all stable

outlook. The country’s economy has made considerable progress despite facing pandemic

challenges. Overall fundamental indicators of the economy, broadly speaking, signal at the robust

economic growth, such as: I) LSM witnessing an increase of 7.9% YoY during 7MFY21, ii) other

high-frequency indicators to the likes of sales of fast-moving consumer goods, automobiles, cement,

POL and electricity, also improving, iii) the Current Account balance remaining in surplus during

8MFY21, standing at USD 881mn supported by robust remittances, “relatively subdued domestic

demand” and steady uptick in exports, and iv) the primary fiscal balance posting a surplus of 0.7% of

GDP during 1HFY21 in spite of higher non-interest current expenditure.

 With expectation of nominal interest rates to remain unchanged in the near future and recent

downward pressure on the equity indices globally, reignited discussions over the investors interest

shifting from bourse to fixed income securities have started taking place. Despite Fed’s dovish tone,

recent jump in US treasury also have been reshaping market dynamics over the last few months.

 Moreover, the resumption of IMF program (Extended Financing Facility of USD 6bn) provided

support to the overall external position of the country. Also, being in an IMF program helps unlock

other financing as they can act as a catalyst for other lenders. An IMF program serves as a signal

that the country has adopted sound policies, reinforcing policy credibility and increasing investors'

confidence.

 Our expectation: With all these measures and deals in place, we expect Pakistan to issue around

USD 1.5-2.5bn worth Eurobonds under the Global Medium-Term Note (MTN) programme with

expected yields of around 6.0%, 7.25% and 8.5-8.7% in 5yr, 10yr and 30yr, respectively.

Exhibit: Policy Rates in Major Economies 

Source (s): Bloomberg, AHL Research

 (120)

 (100)

 (80)

 (60)

 (40)

 (20)

 -

-1.00%

0.00%

1.00%

2.00%

3.00%

4.00%

5.00%

6.00%

7.00%

U
S

A

U
K

E
u

ro
 Z

o
n

e

J
a
p

a
n

C
a
n

a
d

a

A
u

s
tr

a
lia

C
h
in

a

In
d
ia

S
ri

 L
a

n
k
a

M
a

la
y
s
ia

T
h

a
ila

n
d

Current Previous Change bps (RHS)



4

Pakistan Economy
Pakistan International Bonds: Now vs Historical Trends
Exhibit: Pakistan 30-Y International Bond’s Yield Difference with US 30Y Bond

Source (s): Bloomberg, AHL Research

Exhibit: Pakistan 05-Y International SUKUK’s Yield Difference with US 5Y Bond

Source (s): Bloomberg, AHL Research

Exhibit: Pakistan 10-Y International Bond’s Yield Difference with US 10Y Bond

Source (s): Bloomberg, AHL Research

Exhibit: Pakistan International Bonds and SUKUK’s yield Trend

Source (s): Bloomberg, AHL Research
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Difference with 30Y US Bond Average Difference
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Difference with 5Y US Bond Average Difference
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Pakistan Economy
Pakistan International Bonds

Exhibit: Pakistan International Bonds

Source (s): Bloomberg, AHL Research, *Years to Maturity

Name Issue Date
Issued Size 

(USD mn)
Maturity

Tenor 

(Years)
Coupon

YTM*

(Years)

Pakistan Government International Bond 30-Mar-06 300 31-Mar-36 30 7.88% 15.01 

Pakistan Government International Bond 18-Aug-11 na 18-Aug-31 20 13.00% 10.39 

Pakistan Government International Bond 18-Aug-11 551 18-Aug-21 10 12.00% 0.39 

Pakistan Government International Bond 18-Aug-11 551 18-Aug-21 10 12.00% 0.39 

Pakistan Government International Bond 18-Aug-11 na 18-Aug-31 20 13.00% 10.39 

Pakistan Government International Bond 19-Jul-12 na 19-Jul-22 10 12.00% 1.30 

Pakistan Government International Bond 19-Jul-12 na 19-Jul-22 10 12.00% 1.30 

Pakistan Government International Bond 15-Apr-14 1,000 15-Apr-24 10 8.25% 3.05 

Pakistan Government International Bond 15-Apr-14 1,000 15-Apr-24 10 8.25% 3.05 

Pakistan Government International Bond 30-Sep-15 500 30-Sep-25 10 8.25% 4.51 

Pakistan Government International Bond 30-Sep-15 500 30-Sep-25 10 8.25% 4.51 

Third Pakistan International Sukuk Co Ltd 13-Oct-16 1,000 13-Oct-21 5 5.50% 0.54 

Third Pakistan International Sukuk Co Ltd 13-Oct-16 1,000 13-Oct-21 5 5.50% 0.54 

Pakistan Government International Bond 5-Dec-17 1,500 5-Dec-27 10 6.88% 6.69 

Third Pakistan International Sukuk Co Ltd 5-Dec-17 1,000 5-Dec-22 5 5.63% 1.68 

Pakistan Government International Bond 5-Dec-17 1,500 5-Dec-27 10 6.88% 6.69 

Third Pakistan International Sukuk Co Ltd 5-Dec-17 1,000 5-Dec-22 5 5.63% 1.68 

Third Pakistan International Sukuk Co Ltd 5-Dec-17 1,000 5-Dec-22 5 5.63% 1.68 
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Analyst Certification: The research analyst(s) is (are) principally responsible for preparation of this report. The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject security (ies) or sector

(or economy), and no part of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. In addition, we currently do not have

any interest (financial or otherwise) in the subject security (ies). Furthermore, compensation of the Analyst(s) is not determined nor based on any other service(s) that AHL is offering. Analyst(s) are not subject to the supervision or control of any

employee of AHL’s non-research departments, and no personal engaged in providing non-research services have any influence or control over the compensatory evaluation of the Analyst(s).

Equity Research Ratings

Arif Habib Limited (AHL) uses three rating categories, depending upon return form current market price, with Target period as Dec’21 for Target Price. In addition, return excludes all type of taxes. For more details kindly refer the following table;

Rating Description

BUY Upside* of subject security(ies) is more than +10% from last closing of market price(s)

HOLD Upside* of subject security(ies) is between -10% and +10% from last closing of market price(s)

SELL Upside* of subject security(ies) is less than -10% from last closing of market price(s)

Equity Valuation Methodology

AHL Research uses the following valuation technique(s) to arrive at the period end target prices;

 Discounted Cash Flow (DCF)

 Dividend Discounted Model (DDM)

 Sum of the Parts (SoTP)

 Justified Price to Book (JPTB)

 Reserved Base Valuation (RBV)

Risks

The following risks may potentially impact our valuations of subject security (ies);

 Market risk

 Interest Rate Risk

 Exchange Rate (Currency) Risk

This document has been prepared by Research analysts at Arif Habib Limited (AHL). This document does not constitute an offer or solicitation for the purchase or sale of any security. This publication is intended only for distribution to the clients of the

Company who are assumed to be reasonably sophisticated investors that understand the risks involved in investing in equity securities. The information contained herein is based upon publicly available data and sources believed to be reliable. While

every care was taken to ensure accuracy and objectivity, AHL does not represent that it is accurate or complete and it should not be relied on as such. In particular, the report takes no account of the investment objectives, financial situation and

particular needs of investors. The information given in this document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This information is subject to change without any

prior notice. AHL reserves the right to make modifications and alterations to this statement as may be required from time to time. However, AHL is under no obligation to update or keep the information current. AHL is committed to providing

independent and transparent recommendation to its client and would be happy to provide any information in response to specific client queries. Past performance is not necessarily a guide to future performance. This document is provided for

assistance only and is not intended to be and must not alone be taken as the basis for any investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this document should make such investigation as it

deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult his or her own advisors to determine the merits and risks

of such investment. AHL or any of its affiliates shall not be in any way responsible for any loss or damage that may be arise to any person from any inadvertent error in the information contained in this report.

© 2021 Arif Habib Limited: Corporate Member of the Pakistan Stock Exchanges. No part of this publication may be copied, reproduced, stored or disseminated in any form or by any means without the prior written consent of Arif Habib Limited.
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