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Market Recap:
Currency Analysis:
Dollar remained steady versus the rupee for the week ended 01 Nov, 2013 where it closed at

106.89. The greenback soared on as the week commenced on the 28™ of October. A similar
trend followed for the next two days in which the dollar appreciated by almost 30 paisa’s. In the
last two trading sessions, trading activity remained stagnant as the dollar stabilized. The revival
of rupee value against the dollar as witnessed at the end of the last week owing to an
improvement in the country’s foreign exchange reserves that rose to $9.497 billion in the week
ending 25" of October as compared to $9.230 billion in the previous week. This was mostly on
account of an increase in workers remittances that rose by 9% to $3.9 billion in July-Sept in
comparison to $3.6 billion in the same period last year. Another important factor due to which
the market remained stable during the week was the inflation figures that were released on
Friday. Investors were not willing to participate in the trading activity as they awaited the
inflation results so that they could adjust their positions accordingly. CPI inflation clocked in at
9.08% (YOY) as compared to 7.40% (YOY) in the last month. This sharp rise in inflation was
mostly fuelled by a recent hike in electricity tariff, in addition to a hike in petroleum prices. This
increment will cause the rupee to further devalue and might deteriorate the BOP position as
well. Also, in the upcoming monetary policy, a rise in the interest rate is expected in order to
control the galloping inflation. Investors oppose this stance as they believe that it would retard

growth and might hit the economy badly.

Technical Snapshot:

Technically the greenback ended the week stable at a level of (106.89). The weekly candlestick
shows a constant belt hold formation. The tweezer top formation suggesting that high of last
week (106.89) indicates a strong support at this level and a strong rise confirms the same toward

breaching 107 in the upcoming days.
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Swap Market Analysis:

As the rupee continues to slide against the US dollar where there are several major factors which
are influencing PKR/USD parity that is increasing USD demand. On last Friday CPI data for the
month of Oct’13 hit 14 month high with 9.1% YoY reading up from 7.4% in Sep’13. According to
PBS CPI reading has jumped 200bps MoM (or 2.00%) in Oct-13, resulting in YOY inflation of
9.08%. This inflation has come from, a rise in the electricity tariff, quarterly adjustment of the
housing index (HRI) and, hikes in petroleum product prices that would be have a greater impact
of PkR depreciation in the smaller heads. Now there will be big news coming-up next week
regarding MPS. There are strong signs that the SBP will push the interest rates up — which could

stall the economic activity but provide breathing space for the declining banking spreads.

Figure 1: CPI Inflation YoY, Special Indices
12.0 +

11.0 9

r= — —— L]
N —

= o - e ‘F_'_?_-r--- NENE
= -~

-
-
e

10.0

-, .

2.0

e —

8.0 4

7.0 +

6.0 49

s.0

4.0 4

3.0

o—— General —— Food = = n== Nonfood -— g = NFNE =+ +me « + Trimmeqd
Source: PBS

Technical Snapshot:

Last week, technically swap market witnessed a bumpy ride in all tenor amid a fresh USD demand

Date 1-Week 2-Week  1-Month  2-Month 3-Month 4-Month 5-Month 6-Month 12-Month
25-0ct-13 | MONEY 881%  895% 9.00% 925%  929%  931%  945%  955%  9.70%
SIMY 1.2% 6.0% 4.8% 4.9% 49% 5.0% 53% 5.5% 6.1%
28-0ct-13 | MONEY 881%  8.95% 9.00% 925%  929%  931%  945%  955%  9.70%
SIMY 10% 59% 47% 46% 47% 4.9% 53% 54% 6.1%
29-0ct-13 | MONEY 838%  8.68% 8.90% 9.16%  9.26%  930%  945%  955%  9.70%
SImY 6.8% 6.0% 4.6% 4.6% 4.6% 4.9% 5.2% 5.4% 6.0%
30-0ct-13 | MONEY 849%  8.68% 8.89% 9.16%  926%  930%  946%  955%  9.70%
SIMY 5.5% 5.0% 3% 42% 4.3% 4.6% 5.0% 5.1% 5.8%
31-0ct-13 | MONEY 863%  8.78% 8.8%% 9.16%  926%  930%  946%  955%  9.70%
SIMY 6.8% 59% 53% 4.6% 45% 4.8% 5.1% 5.2% 59%
1-Nov-13 | MONEY 846%  851% 8.86% 9.16%  923%  930%  946%  955%  9.70%
SImY 14% 5.8% 53% 45% 4.4% 4.7% 5.0% 5.2% 59%
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in the market In coming weeks, we might see the waning rupee (PKR) is expected to remain

under-pressure against the USD as a high inflationary pressure and heavy debt repayment.
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