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The market took a breather during the outgoing week, declining by 1.5% on a 
week-on-week basis after rising cumulatively by 9.3% in the previous two weeks and surging 
by 14.6% from the recent low of 36,663 points hit on October 16, 2018. Investors are still 
awaiting clarity on the much-hyped and highly-needed �nancial assistance secured during 
the PM’s recently concluded visit to China that tempered upbeat market sentiments to some 
extent. CPI in�ation for October clocked-in at 7% on a YoY basis compared with 5.1% for 
September, surpassing market expectation, this has strengthened the case of further monetary 
tightening by the SBP. Meanwhile, despite government's claim that it has resolved the 
immediate Balance of Payment crisis, arrival of IMF’s team for technical-level and 
policy-level talks on a possible �nancial package drew investors’ attention towards the 
associated tough conditions.

Promising development for the economy and the market was the surge in workers’ remittances 
that stood at USD 7.4 billion for 4-monthFY19 versus USD 6.4 billion for the corresponding 
period last year, translating into a sizable increase of 15%. The recently enacted policy 
measures such as hike in policy rates, measured currency devaluation, and increasing and 
expanding the scope of import tariffs would further reduce the trade de�cit. To contain the 
demand pressure, we expect the continuation of the recent policy actions such as measured 
currency devaluation and further monetary tightening. However, we reiterate our view that 
structural reform of the economy is inevitable to put economy on the sustainable and inclusive 
growth path. As discernible from the recent developments, the incumbent government is 
determined to deliver on its economic reforms agenda that aims at improving public 
governance, eradicating corruption, rationalizing government expenditures & expanding 
tax base, boosting exports, and improving ef�ciency of Public Sector Enterprises. As we see 
it, any material progress on these developments would boost investors’ con�dence and 
make a case for the market re-rating. 

Looking at the participant-wise activity during the outgoing week, foreign investors 
remained the large net sellers, off-loading shares worth USD 9 million whereas, Individual 
Investors emerged as the large buyers in the market, accumulating fresh position to the tune 
of USD 7 million.

Going forward, the market would take cue from developments on the domestic economic 
policy front. We acknowledge that market may exhibit unusual move-up and down like a 
rollercoaster periodically driven by evolving external economic landscape and shifts in the 
domestic economic policies. However, we hold a constructive view on the market given: 
(i) attractive valuations as captured in forward Price-to-Earnings multiple of 8.5; (iii) a 
decent dividend yield of around 5%; (iii) double-digit expected corporate earnings growth 
rate for FY 2019 & 2020; and (iv) plentiful local liquidity. We also expect foreign buying to 
resume in the due course, awaiting further improvement in the BoP position and comfort 
of the IMF’s oversight.
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