
 

 

 

November 2014 

Economic Snapshot 

The month started with conclusion of IMF’s review and its decision to release 4th and 5th tranches of 

loan in December 2015. After the successful conclusion government has carried out their planned 

privatization of 10% stake in OGDC, which was scrapped as investors only subscribed to 52% of the total 

311mn shares. However, USD denominated Pakistan Sukuk Bond issued during the month was 

subscribed around ve times the original target. The issue was concluded at USD1bn against a target of 

USD 500mn. Other important development witnessed during the month was consistent decline in 

international oil prices, due to which government also reduced petrol & diesel prices in the domestic 

market as well. CPI inflation clocked in at 3.96% during the month, leading to average 5MFY15 CPI of 

6.45% primarily due to high base effect coupled with lower transport & perishable food prices. CPI index 

fell by 0.51% on MoM basis mainly due to lower transport & food prices led by reduced fuel prices. CPI 

inflation was also on lower side in the previous month (5.8% YoY), which resulted in 50bps cut in policy 

rate announced during the month. Due to persistence of soft CPI numbers, we are anticipating 

continuation of monetary easing cycle and another cut of 50bps in upcoming policy. Impact of lower oil 

prices is yet to reflect on external account as current account deficit of the country increased to USD 

347mn in Ocober’14 against deficit of USD 79mn in September’14. Similarly, the current account deficit 

for the period 4MFY15 widened to USD 1.76bn against deficit of USD 1.36mn in the corresponding 

period last year. We expect policy reforms to continue as scheduled by the government and 

macroeconomic situation to improve ahead of stable domestic currency and lower oil bills, which will 

reflect not only in external account of the country but also fuel cost of industries. Moreover, recent 

issuance of Sukuk and upcoming loan tranche of USD 1.1bn from the IMF will improve foreign exchange 

reserves and provide stability to the local currency. We are positive on the overall economic situation in 

near future. 

Money Market Review 

SBP conducted two t-bill auctions during the month. Target for the first auction held on November 13, 

was PKR 260bn, against which the SBP generated PKR 322.6bn. Cutoff yields for 3 month, 6 month and 1 

year were 9.9291%, 9.9791% and 9.99% respectively. Target for the second auction held on November 

27th, was PKR 260bn, against which the government raised 200bn. Cutoff yields for 3 month and 6 

month and 1 year were 9.4568%, 9.4940% and 9.4951 respectively. SBP also conducted PIB auction on 

November 20th, in which the government borrowed PKR 147.692bn against the target of PKR 15bn. Cut 

oyield set for 3yr, 5yr and 10yr PIBs were 10.8986%, 11.1003% and 11.9986% respectively. 

 

 



 

 

 

Equity Market Review 

KSE -100 index gained 2.7% MoM during November 2014 due to investor’s rising confidence in country’s 

macroeconomic outlook. The index closed at 31,197.98 points and posted a growth of 23.5% during 

11MCY14 and 5.21% during 5MFY15. Trading volumes of the market also increased significantly by 44% 

over the previous month. Major macroeconomic developments occurred during the month include 

successful review of IMF to release the 4th & 5th tranche of the loan, successful issuance of USD 

denominated Pakistan Sukuk Bond by GoP in international market, initiation of monetary easing by 

central bank with policy rate cut of 50bps in the monetary policy announced during the month. Oil price 

decline was another very important development witnessed during the month which dragged the oil & 

gas sector down in the equity market but is expected to reflect well on external account of the country. 

Portfolio investment from foreigners recorded a net inflow USD 36.33mn during the month as compared 

to outflow of USD 31mn in the previous month. On the local front Mutual funds were net buyers of USD 

16.16mbn where as banks remained net sellers of USD 27.6mn. Sector wise performance of the market 

shows that Pharma (17% MoM),cements (+10.9% MoM) and Electricity (+8% MoM) were the top 

performers while oil & gas (-5.1% MoM), banks (-2.2% MoM) posted negative returns during the month. 

We anticipate another 50bps cut in the next monetary policy ahead of soft CPI numbers and lower oil 

prices, which will provide another impetus to equity market specially leveraged companies. 

 


