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State Bank to raise Rs3.90 trillion through MTBs, PIBs in April-June 
KARACHI: The State Bank of Pakistan (SBP) will auction Rs3.90 trillion worth of Market Treasury 
Bills (MTBs) and Pakistan Investment Bonds (PIBs) in April-June 2019 to help the government 
finance the budget deficit. 
 
The central bank would sell Rs3.30 trillion of three, six, and 12 months debts through treasury bills, 
the auction target calendar issued by the SBP showed on Wednesday. 
 
The SBP also plans to offer Rs300 billion worth of three-, five-, 10- and 20-year PIBs. 
 
Furthermore, the SBP would auction Rs300 billion of 10-year floating rate PIBs. The government 
continued to borrow heavily from the banking system, especially from the central bank to meet its 
spending requirements. The shortfalls in the tax collection and lack of appropriate external funding 
compelled the government to move on the SBP’s financing. The government also borrowed from the 
SBP to repay a bulk of its maturing debt held by the commercial banks. 
 
The budget deficit rose to 2.7 percent of gross domestic product in first half of the current fiscal year 
from 2.3 percent a year ago. 
 
The government borrowed Rs3.3 trillion from the SBP and retired Rs2.2 trillion of its borrowing 
from scheduled banks (on cash basis) during July 1-March 15, FY19. 
 
The SBP, in March’s monetary policy statement, said the budget deficit target for this fiscal year was 
likely to be breached due to shortfalls in revenue collections and escalating security-related 
expenditures. 
 
“So far, a significant portion of the fiscal deficit was financed through borrowings from SBP, which 
if continued, will not only complicate the transmission of monetary policy but also dilute its impact 
and prolong the ongoing consolidation efforts,” it said. 
 
The SBP foresees fiscal deficit to be 6.0 to 7.0 percent of GDP in FY19. 
 
Banks continued cautious bidding in the previous auctions, as they kept on placing a majority of bids 
in the 3-month T-bills in anticipation of further increase in interest rates and inflation. 
 
Similarly, the demand for longer tenor instruments, fixed rate PIBs, also remained muted. The 
floating rate PIBs attracted higher amount of offers compared to fixed rate in all tenors combined; 
however, majority of the offers were placed at higher margins than the previously accepted cut-off. 
 
“One of the IMF conditionalities would be to borrow from banking sector and also to extend the 
maturity of its debt repayment profile, similar to the large issues of PIBs post IMF programme in 
2013. The government raised cumulative Rs2.5 trillion in PIB in 2014,” said an analyst in a report 
published by Topline Securities on Tuesday. 
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In a rising interest rate environment, banks holding significantly longer duration PIBs, yielding 8-10 
percent, would likely lose out because current yield of PIBs have reached up to 12-13 percent, 
according to the report. 
 
“We believe that remaining PIB auctions in 2019 will likely see strong participation from banks, 
especially those having short-term duration of three and five years. Similar trend was seen in 2014 
when banks exposure in PIBs increased to 30 percent of deposits in 2014 as compared to 9 percent in 
2013,” it noted. 
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