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Equity Market Review 

Equity market rallied during the month of June 2015 post budget announcement for FY16, despite 

several unfavorable budgetary measures for corporate. The benchmark index yielded 4.1% during the 

month, taking the full year return to astounding 16%, after posting a return of 46% in last two years. The 

key triggers for the rally were 1) mandatory dividend payment by the corporate (lower of 40% of annual 

net pro-t or 50% of the paid up capital) 2) prospects of up gradation of Pak equities to MSCI EM after 

review in next review, 3) Moody’s sovereign rating upgrade from Caa1 to B3 and 4) IMF’s seventh 

positive review for the release of next tranche. During the period Jan-Jun’15, the index yielded 7.1% 

(5.1% in USD terms), outperforming the key MSCI indices and almost all Asia Pacific indices except 

Vietnam, which posted a return of 6.3%. 

Trading volumes also surged by 124% MoM to 377mn average shares per day from 168mmn shares, 

despite the month of Ramadan, which usually witnesses low trading volumes. Bare the banking sector, 

all other categories of investors on local as well as foreign front remained net buyers during the month. 

FIPI posted net inflow of USD 7.7mn where as in local markets Banks registered net outflow of USD 

85.9mn (due to quarter end booking of capital gains), Mutual funds, companies & individuals were net 

buyers of USD 31.13mn, 23.76mn & 21.29mn respectively. 

Outperforming sectors of the market during the month were engineering (12%), cements (10.3%), 

textiles (8.9%), Pharma (8.3%) and chemicals (8%) where as oil & gas and autos were negative 

performing sectors during the month. 

Going forward the market expectations of corporate results and dividend announcements will lead the 

equity market to rally further. Announcement of increase in GIDC may hamper the market sentiment in 

short term, however strong positives like lower oil prices, low inflation and interest rates, rating upgrade 

will likely keep the market up beat. 

Money Market Review 

SBP conducted two t-bill auctions during the month. Target for the first auction held on 10-Jun-15 was 

PKR 50bn, against which the SBP generated PKR74bn. Cut-o yields for 3 month, 6 month and 1 year were 

6.7963%, 6.8011% and 6.8211% respectively. Target for the second auction held on 24-Jun-15 was PKR 

50bn, against which the government raised 93bn. Cut-o yields for 3 month and 6 month and 1 year were 

6.9308%, 6.9513% and 6.9710% respectively. SBP also conducted PIB auction on 17-Jun-15, in which the 

government borrowed PKR 51bn against the target of PKR 50bn. Cut-o yields set for 3yr and 5yr PIBs 

were 8.0934% and 8.9994% respectively, while the bids for 10yr PIBs were rejected. 

 



 

 

 

Economic Snapshot 

The Government presented budget for FY16 in the first week of month, which was mainly continuation 

of its policies focused on deepening the tax net. The budget was a mix bag for corporates; partly 

negative due to imposition of One o super tax, addition taxes on other income of banks, mandatory 

dividend payment (lower of 40% of net income or 50% of paid up capital) and imposition of custom duty 

on coal imports however some positives were also welcome by the companies like increase in PSDP 

allocation, no import duty on powdered milk, tax holidays for setting up new plants of 1) Halal meat, 2) 

plants in Baluchistan and 3) power distribution companies and 4) signing of CPEC. Important 

developments witnessed after the Budget announcements were Moody’s ratings upgrade from Caa1 to 

B3 and IMF’s 7th positive review with go-ahead on USD 506mn tranche. 

The inflation continued its downward trajectory till the end of FY15 with CPI for June at 3.16% bringing 

average inflation for FY15 to 4.56% compared to 8.2% in FY14. CPI accelerated by 0.6%MoM, due to i) 

uptick in food basket, up 0.61%MoM owing to the increase in prices of non‐perishable food items, ii) 

increase of 13.3%MoM in alcoholic beverages and tobacco basket post budgetary measures, and iii) 

transport segment increased by 1%MoM due to higher fuel index, up 2.7%MoM. Despite that, Low base 

effect has contained overall inflation to 3.16%YoY. 

The country’s C/A recorded a deficit of USD 521mn in May-15 as compared to a revised surplus figure of 

USD 223mn in the preceding month. Widening in C/A balance MoM in May’15 was primarily triggered 

by higher trade deficit along with higher deficits in services & income balances and decline in other 

current transfers. Trade deficit registered a sizeable 57% MoM increase in May’15 to USD 1,565mn on 

the back of 12% MoM hike in imports and 9% drop in exports. On a cumulative basis however, C/A 

balance narrowed by 34% YoY during 11MFY15 to USD 1.99bn as compared to 3.03bn in corresponding 

period of FY14. Foreign exchange reserves of the country increased to an all time high of 18.2bn, 

showing growth of 29% from June’14 levels of USD 14.14bn. GoP plans to take country’s FX reserves to 

USD 19bn by Dec-15. 

Key macros like CPI, CAD and GDP growth improved during FY15, we anticipate the growth to continue 

in FY16 as well on the back of lower prospects of rebound in oil prices, development on various 

infrastructure & power projects included in Pak-China Economic Corridor and lower interest rates and 

higher money supply to fund economic growth. 

 


