
 

 

 

July 2014 

Economic Snapshot 

The macroeconomic factors continued their path to recovery during the month of July 2014, as many of 

the economic indicators like CPI inflation, Balance of payment and foreign exchange reserves showed 

considerable improvement. CPI inflation for the month stood at 7.88% against 8.22% in June 2014. On 

MoM basis inflation uptick was 1.7%, which is mainly attributed to food inflation (up 2.7% MoM, driven 

by higher foods prices in Ramadan), higher transport cost (due to advance motor vehicle Tax) and higher 

house rent index (up 1.76% YoY). The central bank kept the discount rate unchanged at 10% in the 

monetary policy announced during the month in line with market expectations, but soft CPI numbers in 

the July has induced the expectation of rate cut in the next MPS, to be announced in September 2014. 

Current account posted a deficit of USD 89mn during June 2014 against deficit of USD 57mn in the 

month of May, taking FY14 deficit to USD 2.93bn as compared to USD 2.49bn in FY13. Trade de-cit for 

the month of June increased to USD 1.5bn resulting in FY14 deficit of USD 16.62mn with total exports of 

USD 25.16mn (up 1.5% YoY) and total imports of USD 41.78mn (up 3.87% YoY). On the positive side 

remittances posted a growth of 13% YoY and stood at USD 15.83bn during the year as compared to USD 

13.92bn in FY13. Surplus in capital & financial accounts led to surplus of USD 3.8bn in overall balance of 

Payment during the year despite deficit in current account. Foreign exchange reserves also increased to 

the level of USD 14.34bn in the month of July as compared to USD 14.14bn in June 2014. Improvement 

in macroeconomic indicators led to up gradation of outlook by Moody’s from negative to neutral on 

Pakistan Sovereign bond. Though economic situation is getting better, Political situation is getting worse 

after the protest announced by PTI on Independence Day in Islamabad. Clarity on the situation will 

emerge after the expected protest, where ruling party’s ability to handle the demands of opposition 

party will determine the direction of political situation in the country. 

Money Market Review 

SBP conducted two T-Bills auctions during the month. Target of the ¬-rst auction (10 July) was 125 billion 

against which SBP accepted PKR 144.272 billion. Cut o for the 3-month, 6-month and 1 year were 

9.9564%, 9.9791% and 9.99% respectively. Target for the second auction (24 July) was 100 billion against 

which SBP accepted PKR 126.806 billion. Cut o for the 3-month, 6-month and 1 year were 9.9564%, 

9.9791% and 9.99% respectively. SBP also conducted PIB auction on 17 July with a target of PKR 30 

billion and accepted amount was 60.771 billion. Cut of for the 3, 5, and 10 years PIB came at 12.3834%, 

12.8015% and 13.2002% respectively 

Equity Market Review 

KSE-100 index yielded 2.23% pro-t during the month of July and crossed the 30k level for the first time. 

The index closed at 30,314.07 points during the month, up 661points from the previous month despite  



 

 

 

low trading volumes (down 40% MoM) as historically witnessed during the month of Ramadan. Key 

factors which supported the market’s positive performance were up gradation of Pakistan’s sovereign 

rating from negative to neutral by Moody’s, stability in external account and rise in foreign exchange 

reserves of the country. Foreigners were the biggest net buyers in the market with USD 68.52mn net 

inflow while Banks/DFIs and companies were biggest net sellers during the month with net outflow of 

USD 29.6mn & USD 15.43mn respectively. Sectors wise performance of the market shows that Autos, 

Fixed line telecom & Electricity were the best performing sectors while food producers performed 

negative during the month. Some significant decisions were announced in the cement sector during the 

month 1) Bestway cement has announced acquisition of 75.9% shares of Lafarge cement from the 

ultimate holding company,2) Lucky cement has announced investment of USD 200mn in coal based 

power project and lastly 3) Cherat cement announced its expansion plans. Expansion plans of the 

cement industry players have resulted in fears of price war among the investors. Some political 

developments, especially the protest announced by PTI against the rigging in elections held in 2013, 

remained the cause of concern for investors throughout the month. PTI’s strong stance may create 

some instability in current government and investors’ fears may continue to hover around till the 

protest concludes and some clarity on the situation emerges. In the month ahead political pressure may 

keep the market under pressure, while strong corporate results of the companies may provide some 

cushion. 

 


