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MPS Preview
Likely cut of 250-300bps on Nov 4

Money market rates have witnessed rapid decline during past two weeks, with expectations on the policy rate shifting to 250-300bps cut (MPC 

meeting on November 4) against earlier estimate of 200bps reduction. On Friday, 3month rate closed at 13.93%, with 6month at 13.7% and 12month 

at 13.12%. On Oct 11, these rates were 15.83%, 14.38% and 13.73% respectively (see table below). Cut in the policy rate is now just a formality, 

markets have already reacted and adjusted. After the last MPS on September 12, when the policy rate was reduced by 200bps to 17.5%, yields began 

to decline, first gradually and then the pace of decline accelerated ahead of the next monetary policy meeting on Nov 4, 2024. Recent developments 

on the economic front such as inflation numbers coming soft (better than expectations), IMF program now in place, Rupee staying stable amid higher 

remittances, two months of current account surplus; all have contributed in influencing the money market rates. In June 2024, the gap between 

longer term 10-year bond yield (near 14%) and 3-month treasury bill rate (near 20%) was 600bps. This gap reduced to 400bps in September after the 

200bps cut to 17.5% (10 year near 13% and 3 months near 17%). As of now this gap has moved to just 200bps (10 year 12% and 3 months 14%). 
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Tenor
Change 

since Sep 
18

Oct 
change

25-Oct-24 24-Oct-24 23-Oct-24 18-Oct-24 11-Oct-24 30-Sep-24 25-Sep-24 24-Sep-24 23-Sep-24 20-Sep-24 19-Sep-24 18-Sep-24 30-Jun-24

3 month -3.30 -1.59 13.93 13.94 14.24 14.84 15.83 15.52 16.44 16.56 16.61 16.7 16.91 17.23 19.97

6 month -3.06 -0.94 13.7 13.72 13.8 14.09 14.38 14.64 15.69 15.73 15.91 15.97 16.05 16.76 19.91

12 months -3.06 -0.36 13.12 13.13 13.22 13.41 13.73 13.48 14.74 14.91 15.01 15.21 15.50 16.18 18.68

3 Yr -2.28 -0.37 11.93 11.95 12.1 12.28 12.49 12.3 12.91 12.94 12.89 12.98 13.73 14.21 16.5

5 Yr -1.84 -0.02 12.17 12.21 12.31 12.41 12.43 12.19 12.93 13 12.97 13.17 13.62 14.01 15.37

10 Yr -1.00 -0.01 12.11 12.1 12.2 12.26 12.02 12.12 12.64 12.74 12.79 12.87 12.88 13.11 14.09

Policy rate 17.5 17.5 17.5 17.5 17.5 17.5 17.5 17.5 17.5 17.5 17.5 17.5 20.5

Gap-3m vs PR -3.57 -3.56 -3.26 -2.66 -1.67 -1.98 -1.06 -0.94 -0.89 -0.8 -0.59 -0.27 -0.53
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Based on recent market surveys of analysts and economists on the policy rate cut during 

current fiscal year, majority view is that policy rate will be brought down to 13.5-14% (till 

June 2025). In its recent report on Pakistan, IMF has reduced CPI forecast of the country for 

FY25 to 9.5% from 11%. CPI during August and September were 9.6% and 6.9% respectively. 

Core inflation (non-food, non-energy) during past two months was 10.2% and 9.3% 

respectively. Recent forecast surveys highlight that CPI is likely to stay low till Feb 2025 in the 

range of 6-8%. Some uptick is likely in the last quarter of the fiscal year.  

Now when market interest rates have adjusted downward, along with similar decline in 

KIBOR and when SBP is raising new money in the auctions near the prevailing market rates, it 

has raised expectations that a big cut of 250-300bps will be announced in November, which 

will be followed by another smaller cut of 100-150bps on Dec 16, 2024 in the next MPC 

meeting.    

The biggest beneficiary of this fall in interest rates is the government of Pakistan as its debt 

servicing cost will decline in FY2025. During last fiscal year, total debt servicing cost was Rs 

8.1 trillion on domestic debt of Rs 46 trillion and foreign loans Rs 22 trillion ($79bn). During 

current fiscal year, debt servicing cost could be reduced by around Rs2 trillion to near Rs 6 

trillion, with estimate of central government domestic debt increasing to Rs 51 trillion and 

foreign debt to $82bn during FY25. 
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About the Company: 
The company Spectrum Securities  Limited ("SSL")was acquired from M/S Mazhar Hussain Securities Limited. Mazhar Hussain Securities Limited was constituted in 
December 19, 2000. Later, Spectrum Securities took over Mazhar Hussain Securities on October 27, 2014 and registered in the name of Spectrum Securities Limited. 
The management of SSL has stepped into the industry with its agenda to attract Corporate Clients therefore they decided to come up with a new outlook, 
introducing a new management team of professionals. SSL is TREC Holder of Pakistan Stock Exchange Limited.

Research Rating Categories 
SSL uses three rating categories, depending upon total return from current market price as follows, with the Target period as June/December 2024 for Target Price ;

Equity Valuation Methodology and the Risks that may impede the achievement of the Target Price  

Following valuation Models are used to arrive at the target price of subject security(ies);

•  Free Cash Flow to Equity (FCFE)

•  Free Cash Flow to Firm (FCFF)

•  Dividend Discount Model (DDM)

•  Price to Earning (P/E)

Risk  
Following risks may potentially impede the achievement of the Target Price of subject security(ies);

•  Market risk

•  Interest Rate Risk

•  Exchange Rate Risk

Rating Description

BUY Total return of subject security(ies) is more than +15% from last closing of market price(s)

HOLD Total return of subject security(ies) is between -15% and +15% from last closing of market price(s)

SELL Total return of subject security(ies) is less than -15% from last closing of market price(s)



Disclaimer

This document is prepared by Research analyst at SSL. This report is for information purposes only and does not constitutes an offer, or invitation to make an offer, to buy or sell
any securities. The information contained herein is based upon publicly available data and sources believed to be reliable. The information contained herein is based upon
publicly available data and sources believed to be reliable. The information given in this document is as of the date of this report and there can be no assurance that future
results or events will be consistent with this information. This information is subject to change without any prior notice. SSL reserves the right to make modifications and
alterations to this statement as may be required from time to time. However, SSL is under no obligation to update or keep the information current. SSL is committed to providing
independent and transparent recommendation to its client and would be happy to provide any information in response to specific client queries. Past performance is not
necessarily a guide to future performance. This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for any investment
decision. The user assumes the entire risk of any use made of this information. Each recipient of this document should make such investigation as it deems necessary to arrive
at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved) and should consult his or her
own advisors to determine the merits and risks of such investment. SSL or any of its affiliates shall not be in any way responsible for any loss or damage that may be arise to
any person from any error in the information contained in this report. This report is prepared for the use of SSL's clients and SSL reserves the right for its distribution. No part of
this publication may be copied, reproduced, stored or disseminated in any form or by any means without the prior written consent of SSL Opinions and recommendations
provided does not consider specific investment objectives or particular investment needs of any specific person or group of persons who may receive this report.

Analyst Certification
We, Research Team, certify that all the views expressed in this report about the subject matter are an accurate depiction of our personal views and no part of our compensation
or any other benefits, was/is/will be, directly or indirectly, related to the specific recommendation and views expressed in this report. In addition, compensation of the
Analyst(s) is not determined nor based on any other service(s) that SSL is offering. Analyst(s) are not subject to the supervision or control of any employee of SSL's non-research
departments, and no personal engaged in providing non-research services have any influence or control over the compensatory evaluation of the Analyst(s). Furthermore, we
do not have any interest (financial or otherwise) in the subject scrip.
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