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During April, the stock market extended the rally that started last month, led by Oil & Gas Exploration sector amid strong 
rebound in the global oil prices. More speci�cally, the benchmark KSE 100 Index advanced by 4.8% during the month, 
taking CY16 gains to 5.8%. We attribute this strong recovery in the stock market to above expected corporate results 
announcements, tapering in the foreign selling, and rebound in the regional and global stock markets. Moreover, attractive 
valuations of the stock market coupled with ultra low yield on the alternative �xed income avenues also drew investors’ 
interest in the stock market. Sharp recovery in the regional stocks markets was witnessed on the back of dovish comments 
from the US Federal Reserve and associated softening of US dollar;  rebound in the global commodity prices, notably oil; a 
partial reversal of capital out�ows from the emerging markets; and mitigation of risks of hard-landing in China and disorderly 
devaluation of Yuan. Trading activity on the local bourses improved with daily average trading volume recorded at 235 
million shares versus 146 million shares during the previous month. Foreign selling slowdown during the month with net 
out�ows of US $ 18 million compared with FY16 monthly average of US $ 36 million.  

Sector-wise performance shows that Oil and Gas Exploration, Re�nery, Textile Composite, and Paper & Board sectors 
performed better than the market whereas, Cement, Automobile Assemblers, Chemicals, and Fertilizer sectors lagged 
behind. Oil & Gas Exploration sector exhibited solid performance amid strong rebound in the global oil prices. Robust 
earnings announcement resulted in the robust run in the select re�nery stocks. Investors built position in the under-allocated 
textile composite sector post above expected earnings announcements in the ongoing corporate results season. Healthy 
corporate announcements drew investor toward the Paper & Board sector. Cement stocks took a breather after a strong 
performance during the year. Below expected earnings reports by a key player and appreciation of Yen versus US Dollar 
resulted in the lackluster performance of the Automobile Assembler sector. Disappointed earnings announcement by the 
select fertilizer companies amid subdued volumetric sales resulted in the lagged performance of Fertilizer sector. 

We maintain our preference for equities going forward driven by attractive valuations as captured in 8.6 times forward PE; 
benign near-term in�ation and interest rate outlook; a comfortable external account position; and steadily improving 
macroeconomic prospects.  That said, we may witness bouts of volatility amid escalation in domestic political uncertainty 
and surprise on the global policy front.

In�ation as measured by the CPI clocked in at 4.2% for Apr 16 in line with the market expectation as compared to 3.9% for 
the last month. We expect in�ation to pick-up gradually albeit from ultra low levels amid partial recovery in the global 
commodity prices and their pass-through impact and increase in the monetary aggregates. External account position remains 
comfortable with FX reserves level of over USD20 billion. State Bank of Pakistan (SBP) maintained the discount rate at 6.5% 
in its bi-monthly Monetary Policy announcements in April wherein the central bank highlighted macroeconomic stability, 
improved law and order situation and positive prospects of Foreign Direct Investment under the China Pakistan Economic 
Corridor. However, concerns were shown on the declining trend in exports receipts. We believe that in�ation and interest 
rate have bottomed out with risk tilting to the upside towards the end of the year. Market witnessed upward reversal in 
long-term sovereign yields (PIBs). Given substantial demand on account of huge maturity of PIBs in July, the long-term 
sovereign yields are unlikely to move up sharply in the coming months. 

SBP scrapped the last auction of the T-Bill with a target of Rs300 billion against maturity of Rs 340 billion. In the �rst auction 
of the T-Bill in April, Ministry of Finance (MoF) accepted Rs.67 billion against the target of Rs.225 billion and maturity of 
Rs216 billion at a cut-off yield of  around 6.17%, 6.18% and 6.21% for 3, 6 and 12 month tenors respectively. Bid pattern 
remained skewed towards 12 months as compared to 3 and 6 months. In the PIB auction held on 21st April, SBP opened 
new issues of 3, 5 and 10 years while continuing with the old issue of 20 years wherein an amount of Rs.134 billion was 
accepted against the target of Rs.50 billion and total participation of Rs.199 billion at a cut-off yield of 6.55%, 7% and 8.18% 
in the 3 year, 5 year and 10 years respectively  as no bids were received in 20 year tenors. The bid pattern witnessed a shift 
towards 5 year tenor followed by 3 and 10 year tenors respectively. 

We have adjusted the portfolio of our money market and income funds based on our capital market expectations. We are 
closely monitoring the developments in the capital markets and will rebalance the portfolio accordingly.
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