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Economic Snapshot 

Key highlight of the month was monetary policy announcement of the central bank. With an overall 

recovery in economic indicators, the SBP in its latest MPS reduced the benchmark policy rate by 100bps 

to 8.5%, its lowest level since Apr’05. Key reasons provided by SBP for the rate cut are i) decreased 

inflation and expectation of inflation to remain on lower side (4.5%-5.5%), ii) significant foreign 

exchange reserves, iii) expected improvement in BoP position and iv) containment of fiscal deficit 2.3% 

of GDP against the target of 2.5% during 1HFY15. CPI inflation for the month clocked in at 3.9% YoY as 

compared to 4.3% in the previous month, where as MoM inflation increased by 0.1%. Average CPI for 

the period 7MFY15 was recorded at 5.8%, as compared to 7.4% in the corresponding period last year. 

Key reason for soft CPI numbers is decline of transport index by 8% YoY and 2% MoM. Foreign exchange 

reserves of the country have reached to the level of USD 15.16bn as compared to USD 8bn during the 

corresponding period last year, implying satisfactory import cover for the country. Local currency 

remained stable during the month showing a slight decline of 0.7%. During the period 1HFY15, the 

country’s Current Account deficit posted an increase of 18.0%YoY or USD361mn to USD2.4bn (1.6% of 

GDP) against USD2.0bn (1.6% of GDP) registered in 1HFY14. The massive uptick in C/A deficit can be 

attributed to i) 4%YoY increase in overall import bill to USD21.9bn and ii) 2%YoY decline in export 

receipts to USD12.2bn. On the other hand, balance of payment position got strengthened by USD1.0bn 

on account of global Sukuk auction along with improvement in capital account to the tune of USD252mn 

(up 55%YoY). On a quarterly basis however, C/A deficit significantly improved to USD715mn (down by 

USD932mn or 56.6%) during 2QFY15 as against a deficit of USD1.6bn registered in 1QFY15. The 

improvement in quarterly deficit can be attributed to 38%QoQ decline in trade deficit to USD3.8bn on 

account of 16% decline in imports (oil imports down 30%) along with 5% increase in exports. We expect 

external account position to further strengthen in later half of FY15 in the wake of i) bearish outlook of 

global crude oil prices on account of rising crude oil supplies ii) expected increase in FDI on account 

effective execution of privatization of SOEs. Consequently, we believe C/A deficit for FY15 to decline 

significantly. Outlook of the economy in near term seems to be promising as foreign exchange reserves 

remain stable around the USD15bn mark, more positives for current account balance is expected in 

2HFY15 as the full impact of oil price dip will translate into the import bill. HBL's GDR, CSF inflow & IMF's 

tranche is also projected to keep the reserves on the higher side. 

Money Market Review 

SBP conducted two t-bill auctions during the month. Target for the first auction held on January 08, 

2015 was PKR 225bn, against which the SBP generated PKR 237.791bn. Cut oyields for 3 month, 6 month 

and 1 year were 9.1395%, 9.2523% and 9.1477% respectively. Target for the second auction held on 

January 22, was PKR 175bn, against which the government raised 188.493bn. Cut oyields for 3 month 

and 6 month and 1 year were 8.9583%, 8.9892% and 8.8619 respectively. SBP also conducted PIB  



 

 

 

auction on January 29th, in which the government borrowed PKR 148.28bn against the target of PKR 

83bn. Cut oyield set for 3yr, 5yr and 10yr PIBs were 8.8895%, 9.7469% and 10.0093% respectively 

Equity Market Review 

Pakistan Equity market started the first month of the year with strong performance of 7.2% and crossed 

the level of 34,000 points to close at its all time high of 34,443 points. KSE-100 index was best 

performing frontier market and 3rd best performing equity market around the globe. Lower inflation, 

100bps cut in the discount rate, stable external account position along with improvement in overall 

macros led to high performance of the market. Due to continuous high performance, the weight of KSE-

100 index has reached to 11.33% by the end of Januray 2015, as compared to 8.8% in November 2014. 

The market gained around 2300 points during the month, where as average daily trading volumes 

increased by 19% MoM to 201.4mn shares/day from 170mn share/day. On FYTD basis the index yielded 

16% return. Foreigners remained net buyers of USD 2.8mn, as opposed to net selling of USD 49.5mn 

witnessed in the previous month, whereas on local front Mutual funds were net buyers of USD 59mn. 

Sector wise breakup of the market shows that Chemicals, fixed line Telecom, Food producers and 

cements outperformed the index by yielding 16%, 12%, 10% and 8% respectively, while Electricity, 

Autos, Personal Goods, Banks, oil & gas and Pharma sectors underperformed the market by yielding 6%, 

5%, 3.3% 2.5%, 1.8 and 1.3% respectively. We expect the market to continue its bull run ahead of 

improving macros, soft inflation, easing monetary policy, lower oil prices, resulting in positive impact on 

external account of the country. 

 


