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INFLATION STATURE 
 
Inflation decelerate to a 16-month low in June 2009, furnishing a  mitigate to State 
Bank of Pakistan to consider lowering interest rates to gear up the slothful econ-
omy. 
 
FBS has recently revealed inflation digits in which Con-
sumer Price Index (CPI) surged by 20.77 per cent in the last 
financial year, 2008-09, as compared to fiscal year 2007-08 
and Sensitive Price Index (SPI) stands at 23.41% increased 
over the corresponding period which was 16.81%. The 
inflation tariff based on CPI & SPI in June, 2009 increased 
by 0.99%,& 1.17% over May, 2009 respectively. CPI basket 
comprises over 374 items, though WPI surrounds 106 com-
modities, primarily comprising food items.  The disintegra-
tion of CPI based on general inflation (13.13 per cent in 
June 2009) illustrate that apart from 10.50 per cent food 
inflation, apparel, textile and footwear inflation soared by 
10.93 per cent in June 2009 over the same period of the 
last year. 
 

Inflation paradigm over to Oil Prices  
 
The fuel and lightening price witnessed an increase of 
23.78 per cent during the month of June over the same 
month last year. With the rising trend in this index, the trans-
port and communication price also witnessed an increase 
of 5.01 per cent. The wholesale price index (WPI), which 
measure to monitor the cost of production, figures out, the 
fuel, lighting and lubricants dropped by -3.99% in June- 09 
on YoY basis  and surged by 8.5 in June as against MoM 
basis. The figures witnessing impasse over oil prices future 
prospects to remain inflationary. Although, SC's resolution 
to amend domestic oil prices downward could possibly 
helped to capture inflation. But unfortunate imposition on 
petroleum products with abrupt effect by the Govt may 
again rehabilitate inflationary shock over to PDL. Fluctuating dilemma of international oil prices would not 
massive impact over core inflation but rising oil price’s trend in international market may form chaos over to 
WPI regarding to cost of production mechanism. 
 

Outlook Observation 
The government has set an inflation target of 9.5 per cent for the year 2009-10 but the recent increase in oil 
prices means that projected target will likely be exceeded. Recent post budgetary liberation, including car-
bon surcharge on CNG and possible extension of power subsidy by six months may effect in a slither of 
around Rs 50 billion in revenue intention. This might compel the government to relapse to central bank's bor-
rowing, which is inflationary in nature, as decline in NSS rates slender down domestic possessions for public 
borrowing. This correlated phenomena with the slightest hike in global commodity prices, will make vulner-
able the government's object of lone figure inflation in FY10. Discount rate was expected to be reducing 
more then anticipation but decline in NSS rate may not manipulate the prior rate which was expecting to be 
cut at 250 – 300 basis points. The forthcoming monetary policy review to be announced by end of the current 
month or later which has not been announced would crystal clear the scenario of tax rate.  
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DISCLAIMER 
This material was produced by FDM Capital 
Securities (Pvt) Ltd, a corporate member of 
KSE. This document is not to be used or 
considered as an offer to sell or a solicitation of 
an offer to buy any securities. FDM may, from 
time to time, to the extent permitted by law, 
participate or invest in other financing transac-
tions with the issuers of the securities 
(‘securities’), perform services for or solicit 
business from such issuer, and/or have a 
position or effect transactions in the securities 
or options thereof. FDM may, to the extent 
permitted by applicable law or other applicable 
laws or regulations, effect transactions in the 
securities before these materials published to 
recipients. 
 
Information and opinions contained herein 
have been compiled or arrived by FDM from 
sources believed to be reliable, but FDM has 
not independently verified the contents of this 
document. Accordingly, no representation or 
warranty, express or implied, is made as to and 
no reliance should be placed on the fairness, 
accuracy, completeness or correctness of the 
information and opinions contained in this 
document. FDM accepts no liability for any loss 
arising from the use of this document or its 
contents or otherwise arising in connection 
therewith. This document is not to be relied 
upon or used in substitution for the exercise of 
independent judgment. FDM shall have no 
responsibility or liability whatsoever in respect 
of any in accuracy in or omission from this or 
any other document prepared by FDM for, or 
sent by FDM to any person and any such 
person shall be responsible for conducting his 
own investigation and analysis of the informa-
tion contained or referred to in this document 
and of evaluating the merits and risks involved 
in the securities forming the subject matter of 
this or other such document. 
 
Opinions and estimates constitute our judg-
ment and are subject to change without prior 
notice. Past performance is not indicative of 
future results. This document does not consti-
tute an offer or invitation to subscribe for or 
purchase any securities, and neither this 
document nor anything contained herein shall 
form the basis of any contract or commitment 
what so ever. It is being furnished to you solely 
for your information and may not be repro-
duced or redistributed to any other person. 
Neither this report nor any copy hereof may be 
distributed in any jurisdiction outside Pakistan 
where its distribution may be restricted by law. 
Persons who receive this report should make 
them aware of and adhere to any such restric-
tions. By accepting this report you agree to be 
bound by the foregoing limitations.  
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