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17th June 2025           DAILY C&M MARKET REVIEW 

 

ECONOMICS NEWS 

 Summary of Monetary Policy Statement-MPS 

 Real Sector According to provisional PBS estimates, the 

economy gained momentum during 2HFY25, with real GDP 

growth accelerating to 3.9% from 1.4% in H1FY25. This outturn 

was broadly in line with the MPC’s earlier expectations, though 

with compositional differences.  

 Looking ahead, the MPC anticipates the industry and services 

sectors to continue to drive economic growth 

 in FY26. This assessment is supported by the sustained 

momentum in high-frequency indicators – including credit to 

private sector, imports of machinery and intermediate goods, 

and business sentiments – and easing financial conditions. 

 External Sector CA was almost balanced in April 2025, taking 

the cumulative surplus to $1.9bn during 10MFY25. Imports 

continued to grow in line with improving economic activity; 

while export growth decelerated, partly due to the challenging 

global trade environment. However, workers’ remittances 

continued to remain strong and more than offset the impact of 

the widening trade deficit on CA. Based on these trends, the CA 

is expected to remain in surplus in FY25.  

 Meanwhile, the MPC noted that despite net financial inflows 

remaining weak so far, the SBP’s FX-Reserves are expected to 

increase to around $14bn by end-June 2025 

 Fiscal Sector The revised budget estimates indicate that both 

the overall fiscal and primary balances improved further during 

FY25. This improvement came on the back of an increase in 

revenues and relatively contained expenditures, especially 

PSDP. 

 For FY26, Govt. is targeting further fiscal consolidation and has 

set the primary surplus target at 2.4% of GDP. 

 Money and Credit As of May 30, M2 growth moderated to 

12.6% from 13.3% at the time of the last MPC meeting. This is 

due to a deceleration in NDA of the banking system, as the 

growth in net budgetary borrowing declined. Meanwhile, PSC 

growth remained strong at around 11% 

 in the wake of easing financial conditions and improving 

business sentiments At the same time, the MPC noted a 

significant uptick in reserve money growth. This is mainly 

explained by the Eid-related seasonal rise in currency in 

circulation, which required SBP to increase its liquidity 

injections to ensure that the interbank overnight repo rate 

remained close to the policy rate. 

 Inflation As anticipated, headline inflation increased to 3.5% y/y 

in May from 0.3% in April. This reversal largely reflected the 

phasing out of the favorable base effect from food prices, along 

with persistence in core inflation 

 Further, the MPC’s initial assessment indicates the recent 

budgetary measures to have a limited impact on the inflation 

outlook. Nonetheless, some near-term volatility in inflation is 

expected, before it gradually inches up and stabilizes within the 

5% – 7% target range. 

 Conclusion After analyzing all the above macro economic data, 

MPC decided to keep the PR unchanged at 11%. 

 

 

  

 
 
 
 
 
 


