
Pakistan Business Forecast Report Q3 2014

https://marketpublishers.com/r/P398E879E60EN.html

Date: April 2014

Pages: 46

Price: US$ 1,195.00 (Single User License)

ID: P398E879E60EN

Abstracts

Core Views

Pakistan's economy is picking up strongly, with the IMF's reform initiatives having a

positive impact on the manufacturing sector. We believe that the Fund will release the

third loan tranche of the Extended Fund Facility over the coming months, given the

progress so far, and see upside risks to our already-above consensus real GDP growth

forecast for FY2013/14 of 3.4%. We continue to forecast an acceleration in growth to

4.0% in FY2014/15.

The appreciation of the Pakistani rupee since December 2013 has been nothing short of

spectacular. The currency has strengthened by over 10% from the December trough,

and while there have been some genuinely positive signs on the macroeconomic front,

the unprecedented move may also have stemmed from the State Bank of Pakistan's

desire to send a message that the rupee is not a one-way losing bet. However, we

expect the recent strength to subside over the coming months, and forecast the unit to

weaken back to PKR 100.00/USD over the coming months.

We believe that headline consumer price inflation (CPI) will continue on its broadly

declining trend over the coming months and quarters as money supply growth continues

to cool, the impact of the stronger rupee keeps imported price inflation muted, and

supply-side developments continue to gather momentum. We are forecasting CPI to

end FY2013/14 and FY2014/15 at 7.5% and 6.5% respectively.

Pakistan's recent USD1.5bn 'gift' from Saudi Arabia has raised a number of questions

regarding the implications for the former's stance on Syria, and the Iran-Pakistan (IP)

gas pipeline project. With the Pakistani economy in a fragile state, and in great need of

external financing, the grant was difficult to refuse, but is likely to lead to a further

deterioration of relations with neighbouring Iran.
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Major Forecast Changes

We have upgraded our FY2013/14 real and FY2014/15 exchange rate forecasts for the

rupee, owing to the intense strength seen at the start of 2013. While we still expect the

unit gradually depreciate, we now expect it to average PKR99.8/USD in FY2013/14 and

PKR100.5/USD in FY2014/15.

We have also rolled back our expectations for further interest rate hikes by the State

Bank of Pakistan, due to the disinflationary pressure provided by recent currency

strength. We expect the reverse repo rate to remain at 10.00% in FY2013/14 and

FY2014/15.
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