
 

 

 

October 2014 

Economic Snapshot 

The month of October witnessed continuous decline in international prices of commodities mainly oil, 

which will provide much needed relief to the external account through lower import bill. Apart from that 

overall economy has started performing well after the sit-ins were concluded by the political parties. CPI 

inflation of the month reached at 17 month low of 5.8% YoY down from 7.7% in the month of 

September, which resulted in average 4MFY15 inflation of 7.1%. MoM inflation posted an uptick of 

0.21%. Main reason for soft CPI reading is high base effect along with weak food prices and overall 

slowdown in other heads as well. Amid declining oil prices, we can expect inflation to remain at the 

lower side for the next month as well. Other Macroeconomic indicators strolling on the path of recovery 

are foreign exchange reserves and remittances. Forex reserves had declined to the level of USD 13.2bn 

during the month, have recovered to USD 13.44bn at the end of October. Remittances sent by overseas 

Pakistanis depicted a growth of 20% YoY during the 1QFY15 and reached the level of USD 4.69bn. On the 

flipside current account decit of the country widened to USD 1.3bn during the first quarter as compared 

to decit of USD 1.26bn in the corresponding period last year. However, going forward we are 

anticipating improvement in current account on the back of lower international oil prices and expected 

stability in the local currency. We foresee better economic outlook going forward on the back of relative 

stability on political side, improvement in economic indicators, successful IMF review for 4th & 5th 

tranche, declining oil prices and also expectations of policy rate cut in the upcoming monetary policy, 

which will prove beneficial for not only industries but also government as cost of borrowing of the 

government will decline significantly. 

Money Market Review 

SBP conducted three t-bill auctions during the month. Target for the first auction held on October 1st, 

was PKR 150bn, against which the SBP generated PKR 42bn. Cutoff yields for 3 month and 6 month were 

9.9741% and 9.9791% respectively and there was no bids for 1 year paper. Target for the second auction 

held on October 15th, was PKR 200bn, against which the government raised 124bn. Cutoff yields for 3 

month and 6 month were 9.9564% and 9.9791% respectively and there was no bids for 1 year paper. 

Target for the third auction held on October 29th, was PKR 200bn, against which the government raised 

206bn. Cutoff yields for 3 month, 6 month and 1 year were 9.9564%, 9.99% and 9.99% respectively. SBP 

also conducted PIB auction on October 23th, in which the government borrowed PKR 154.998bn against 

the target of PKR 15bn. Cut of yield set for 3yr, 5yr and 10yr PIBs were 12.4803%, 12.9770% and 

13.4494% respectively 

 

 



 

 

 

Equity Market Review 

Pakistan benchmark index KSE100 recorded a return of 2.2% MoM in October 2014 as compared to gain 

of 4.1% in the preceding month. The market remained range bound during the month mainly due to 

drag in heavy weight sector of the index i.e. Oil & Gas sector. Continuous decline in international oil 

prices along with poor quarterly results dragged the sector down by 6.9% MoM. While on the positive 

side Auto sector was the top performer due to JPY depreciation, launch of new products and high 

expectations from upcoming Auto policy. Foreign portfolio investment registered a decline of USD 31mn 

during the month with major selling witnessed in Oil & Gas and power sector, which was also the main 

reason for limited upward movement in equity market in the month under review. Despite heavy 

foreign outflows, the benchmark index gained 650 points. Sector wise performance shows that Autos, 

food producers, cements & electricity sectors outperformed the index with MoM returns of 17.4%, 

6.5%, 5.3% and 4.9% respectively where as textiles, oil & gas and telecom sectors underperformed the 

index with MoM returns of 0.4%, -6.9% and -11.3% respectively. CPI inflation for the month has clocked 

in at 5.8% YoY 17month CPI figure has led to the market expectation of policy rate cut in the upcoming 

monetary policy. Expectations of lower discount rate along with successful IMF review and lower oil 

prices, which is beneficial for the economy, which is expected to boost the equity market performance 

going forward. 

 


