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T- Bill Auction: Yields decrease by 44-59bps

In yesterday’s Market Treasury Bills (T-Bill) Auction, the cut-off yields of 3M, 6M, and

12M tenors came down by 45bps, 44bps, and 59bps, respectively. The market had

offered PKR 2,755bn against the target of PKR 100bn, out of which Gov’t accepted PKR

283bn culminating in a realized value of PKR 239bn. As a result, the bid-cover ratio

clocked in at 9.73x. The highest concentration of participation was seen in the 12M with

PKR 2,110bn followed by 3M and 6M with PKR 568bn and PKR 77bn, respectively.

Analyst Comment

▪ Investors anticipate a peak interest rate of 22% and foresee a subsequent decline.

▪ We witnessed aggressive investor participation in the 12M T-bill auction to secure

higher yields in anticipation of a rate cut in Mar’24.

▪ Banks with considerably higher liquidity positions are actively seeking safe

investment opportunities, resulting in significant participation.

▪ To note, historically, T-bill cut-offs have typically maintained an average spread of

52-58bps higher than the Policy rate, considering a historical average spanning 05

years.

▪ However, since Nov’23 T-bill auction marks a deviation from historical trends, as

negative spreads were observed.

▪ Cut-off rates in the recent auction are 100-116 bps lower than the prevailing policy

rate of 22.00%, highlighting a shift.
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Exhibit: Cutoff spread

Source (s): SBP, AHL Research
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Disclaimer: This document has been prepared by Research analysts at Arif Habib Limited (AHL). This document does not constitute an offer or solicitation for the purchase or sale of any security. This publication is intended only for distribution to the clients of the Company who

are assumed to be reasonably sophisticated investors that understand the risks involved in investing in equity securities. The information contained herein is based upon publicly available data and sources believed to be reliable. While every care was taken to ensure accuracy and

objectivity, AHL does not represent that it is accurate or complete and it should not be relied on as such. In particular, the report takes no account of the investment objectives, financial situation and particular needs of investors. 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. AHL reserves the right to make modifications and alterations to this statement as may be required

from time to time. However, AHL is under no obligation to update or keep the information current. AHL 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. AHL 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 inadvertent error in the information contained in this report.

Exhibit: Yield Curve (On PKRV based except 3M, 6M, and 12M)

Source (s): SBP, AHL Research

Exhibit: T.Bill Auction Result (10-Jan-2024)

Cut-Off Yield 10-Jan-24 27-Dec-23 Change bps

03-Month T.Bill 21.00% 21.45% (45)

06-Month T.Bill 20.96% 21.40% (44)

12-Month T.Bill 20.84% 21.43% (59)

Other Details of Current Auction

Target

Accepted*

PKR bn Competitive Bids
Non-Competitive 

Bids
Total

03-Month T.Bill 25.0 5.71 20.37 26.08 

06-Month T.Bill 25.0 0.01 11.25 11.26 

12-Month T.Bill 50.0 211.08 34.81 245.89 

Total 100.0 216.80 66.44 283.24 

Source (s): SBP, AHL Research, *Face Value
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