
 

 

 

September 2014 

Economic Snapshot 

Flash floods during the month of September have partially diverted the focus from politics to 

devastation caused by floods. Some important developments witnessed during the month were 1) delay 

in IMF tranche, 2) cancellation of Chinese president’s visit to Pakistan, 3) ash floods hit northern region 

of the country, though less intense than 2010 floods 4) Government issued presidential ordinance to 

provide legal cover to GIDC and 5) transaction structure of government’s divestment of 10% stake in Oil 

& gas Development Company was finalized. CPI inflation for the month was recorded at 7.68% YoY as 

compared to 6.99% in the previous month. On MoM basis, the headline inflation was registered 0.35% 

higher from the previous month. Rise in inflation was driven by transport sector rather than food sector 

as was the general market expectation. Average headline inflation for the 1QFY15 stood at 7.52%. 

Current account de-cit of the country stood at USD 1.4bn for 2MFY15 period, as compared to USD 0.6bn 

in the corresponding period, while overall balance stood at USD 727 mn as compared to USD 614mn in 

the corresponding period last year. Forex reserves have declined by 6% to USD 13.305bn from June’14 

level of USD 14.14bn, which has caused currency depreciation of 3.7% during the 1QFY15. On the 

positive side, remittances sent by overseas Pakistanis increased by 12.5% to USD 2.97bn in 2MFY15, as 

compared to USD 2.64bn in the corresponding period. PTI & PAT have called o their protests from 

Islamabad ahead of Eid-ul-Azha, which is a positive news for the revival of macroeconomic situation of 

the country, as many of the government’s plans were held back during the sit ins of these political 

parties. With the restoration of privatization process and plans of issuing international Sukuk worth USD 

1bn, government is now focusing back on conditions of IMF loan program. Once these transactions are 

completed, the IMF may conclude the forth review and release the fifth tranche of the loan, which is 

very crucial for the economy at this time. Along with these positives, we expect that declining oil prices 

will also play its role in providing respite to balance of payment of the country in upcoming months. 

Money Market Review 

SBP conducted two t-bill auctions during the month. Target of the first auction held on September 4th 

was PKR 150bn, against which the SBP generated PKR 201.92bn. Cut oyields for 3month, 6month and 

1year were 9.9564%, 9.9791% and 9.99% respectively. Target for the second auction held on September 

18th was PKR 100bn, against which the government raised 9.41bn. Cut of yields set for 3month papers 

were the same as set in first auction, while 6 months and 1 year were rejected. SBP also conducted PIB 

auction on September 11th, in which the government borrowed PKR 154.998bn against the target of 

PKR 30bn. Cut o yield set for 3yr, 5yr and 10yr PIBs were 12.5934%, 12.9909% and 

13.4596%respectively. 

 



 

 

 

Equity Market Review 

After declining 5.8% in August 2014, KSE -100 gained 4% /1,158 points during September despite 

negative developments like cancelation of the Chinese President’s visit, flood in Punjab, delay in 

conclusion of IMF review, fall in reserves and 4 % depreciation of currency. However, corporate 

profitability increased significantly for the period ended June 2014, which provided triggers to the equity 

market. Foreign participation also played its role in the positive performance of the benchmark index as 

net buying by foreign investors stood at USD 53mn during the month as compared to USD 35.7mn in the 

previous month. On the local front only Mutual funds remained the net buyers during the month with 

net inflow of USD 18.16mn, while Banks and companies were on the selling side with outflows of USD 

32.49mn and USD 14.33mn respectively. Sector wise performance of the market shows that Pharma 

(30% MoM), and Auto sector (25% MoM) were the top performers, while textiles (6.6% MoM), 

Electricity (5% MoM) and Banks (4% MoM) also recovered from the last month. Oil & Gas sector (-2.7% 

MoM) performed negative during the month ahead of privatization news of OGDC. Going forward, 

positives for the market will be privatization proceeds from OGDC and issue of Sukuk by Government 

leading to higher Foreign exchange reserves and progress on IMF program. However any negative news 

on political front may keep the market under pressure. 

 


