
 

 

 

March 2015 

Economic Snapshot 

Positive developments on the macro-economic side witnessed during the month were 50bps cut in the 

discount rate, positive current account balance, arrival of first shipment of LNG, credit rating outlook 

upgrade from stable to positive by Moody’s and approval of 7th EFF tranche by IMF. Current account 

balance registered a surplus of USD 877mn during the month of February as compared to deficit of USD 

74mn in January. C/A deficit for the 8MFY15 period clocked in at USD 1.6bn as compared to USD 2.45bn 

in the corresponding period last year. Foreign exchange reserves remained stable at USD 16.19bn in 

March as compared to USD 16.13bn in previous month. Based on the lower CPI inflation of February 

(3.2% YoY) and stable economic outlook, central bank announced a cut of 50bps in the discount rate, 

which now stands at 58 months low of 8%. Continuing the downward trend, CPI inflation for the month 

of March clocked in at 2.5% YoY. CPI for the period 9MFY15 stood at 5.1% as compared to 8.6% in the 

same period of last year. However, on MoM basis, the inflation increased by 0.2%. Based on improving 

macros and building foreign exchange reserves, Moody’s upgraded the credit rating outlook of the 

country from stable to positive. Quarterly review of IMF also concluded successfully and IMF has 

approved the 7th tranche of extended fund facility. We are positive on economic outlook based on 

strengthening in foreign exchange reserves, narrowing C/A deficit, stable currency and lower interest 

rates, which will result in growth of economic activity in the country. Furthermore imported LNG will 

likely help in alleviation of energy crisis in the country and will eventually result in better industrial 

output. 

Money Market Review 

SBP conducted two t-bill auctions during the month. Target for the first auction held on March 05, 2015 

was PKR 75bn, against which the SBP generated PKR 95bn. Cut oyields for 3 month, 6 month and 1 year 

were 8.2353%, 8.1606% and 7.9899% respectively. Target for the second auction held on March 19, 

2015 was PKR 250bn, against which the government raised 230bn. Cut oyields for 3 month and 6 month 

and 1 year were 8.1902%, 7.9869% and 7.8382% respectively. SBP also conducted PIB auction on March 

26th, in which the government borrowed PKR 46bn against the target of PKR 50bn. Cut oyield set for 

3yr, 5yr and 10yr PIBs were 8.2900%, 8.7476% and 9.5002% respectively 

Equity Market Review 

Performance of KSE-100 index demonstrated a divergent trend from key macroeconomic indicators 

during the month. The Index dropped by 10.1% and lost around 3400 Points despite improvement in 

current account deficit, soft inflation, 50bps cut in discount rate and uptick in country’s credit rating 

outlook by Moody’s. The index posted a return of -5.9% during the first quarter of CY15 and 1.96% 

during 9MFY15. The index is continuously sliding since February and witnessed the lowest point of  



 

 

 

28,927 points, 5,900 points down from its recent peak of 34,826.5 point (witnessed in Feb) and closed at 

30,233 points in March after gaining 1300 points in last trading session of the month. With whopping 

drop of 10.1%, the index was lowest performing amongst the regional peers and MSCI frontier indices. 

The average daily trading volumes declined by 23% MoM. With the steep decline in Index, market 

capitalization dropped by 11% to PKR 6760bn from the level of PKR 7615bn in the February 2015. Key 

triggers behind sharp decline of the equity market were 1) liquidation of foreign hedge funds’ stake in 

Pakistan 2) changes in CGT rules for foreign investors and 3) selling from local mutual funds. Net foreign 

outflow witnessed during the month was USD 71.4mn, net selling of local mutual funds stood at USD 

55.9mn, where as banks & DFIs absorbed most of the selling and were net buyers of USD 72.9mn. The 

index has de-rated from P/E multiple of 9.6x in January to 7.3x in March’15. Based on the strong 

fundamentals of the economy, expectation of earning growth in many sectors (cements, autos) and high 

dividend yield (IPPs), we believe the market will re-rate to January levels. 

 


