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Economic Snapshot 

Developments on political front overshadowed the macroeconomic developments as sit-ins in capital 

city by PTI & PAT protestors kept the political environment heated during the month. The sit-ins have 

continued for more than two weeks now and PTI & PAT are still consistent on their demands especially 

resignation by PM. The continuous deadlock between government and protestors has caused negative 

impact on the image of the country among the foreign investors. As a result of which, IMF has deferred 

the fth tranche despite of the fact that the country has met most of the targets set for the June 2014. 

IMF has set the raise in power tariff as pre-condition for approval of next tranche. Amid political turmoil, 

lower inflation figure for the month of August came as a surprise. The inflation for the month clocked in 

at 7% as compared to 7.9% in the previous month. Soft CPI numbers advocate discount rate cut in the 

monetary policy to be announced in September, However, SBP might consider status quo in order to 

support falling reserves and PKR value. Foreign exchange reserves declined to USD 13.58bn as compared 

to USD 14.30bn in the previous month, down 5% MoM. Falling reserves caused the domestic currency 

devaluation by 3% against USD during the month. Other important macro economic developments 

witnessed during the month were 1) Tax collections up 22% YoY in August, 2) timely receipt of USD 

374mn under CSF, 3) removal of GIDC as the Supreme Court of Pakistan (SC) has rejected a 

government's review petition against Peshawar High Court's decision on declaring the Gas Infrastructure 

Development Cess (GIDC) Act as illegal and unconstitutional. The court has also directed the 

government to reimburse the amount collected under this act to consumers within six months and 4) 

IMF has increased the GDP forecast for FY15 from 4.1% to 4.3%. Prolonged continuation of the protests 

may pose greater risk to Country’s economic reforms, especially privatization of state owned 

organizations and foreign investment in power and other industrial sectors may be delayed due to poor 

image of the country among foreign investors. Besides, due to heavy losses caused to the economy, 

infrastructure projects may face slowdown or postponement during the ongoing year. 

Money Market Review 

SBP conducted two t-bill auctions during the month. Target of the first auction held on August 6th was 

PKR 100bn, against which the SBP generated PKR 92.9bn. Cut o- yields for 3month, 6month and 1year 

were 9.9564%, 9.9685% and 9.99% respectively. Target for the second auction (held on 20th August) 

was PKR 125bn, against which the government raised 71.7bn. Cut of yields set for 3month and 1year 

papers were the same as set in first auction, while cut o- yield of 6month was 9.9791%. SBP also 

conducted PIB auction on August 12th, in which the government borrowed PKR 83.69bn against the 

target of PKR 100bn. Cut o- yield set for 3yr, 5yr and 10yr PIBs were 12.5092%, 12.9021% and 

13.3494%respectively. 

 


