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Led by Cement, Textile Composite, Technology & Communication, and Steel sectors the 
stock market managed to deliver a return of 0.8% during the outgoing week amid small 
daily movements.  Market participants seemed contending with the waning uncertainty in 
the domestic politics after victory of pro-reforms Pakistan Tehreek-e-Insaf in the general 
elections and concerns emanating from the economy that is confronting challenges on the 
�scal and external account fronts. That being said, the market is pinning hopes on the PTI 
led government to put economy on the self-sustaining path by ful�lling its commitments of 
eradicating corruption, improving governance, bringing transparency and accountability, 
broadening of tax base, and boosting investor con�dence. During the week, Foreign Investors 
remained large sellers, off-loading position worth USD 38.6 million whereas, Insurance 
Companies, Individuals, Mutual Funds and Other Organizations accumulated equities to 
the tune of USD 16.7 million, USD 10.8 million, USD 10.4 million, and USD 2.99 million, 
respectively. 

While describing the current economic condition as dire, the likely Finance Minister, Mr. 
Asad Umer acknowledged that the government would have to make crucial decisions 
about handling the external sector challenges before the end of September. As we see it, 
the policy combination would include further hike in interest rates to curb aggregate 
demand, readjustment in the exchange rate, and rationalization of tariffs on imports, especially 
on non-essential imported goods. We believe that in the short-term these policy measures 
would result in slowing economic growth and stoking in�ationary pressures. 

Looking forward, the market may carry positive momentum in the short-run driven by 
improving sentiments, however the upside seems capped given precarious external 
account situation. From the valuation perspective, the market is fairly valued as re�ected 
by the forward Price-to-Earnings (P/E) multiple of 9 and a decent 11% corporate earnings 
growth for FY19. While mindful of risks to the economy, we believe that the market is well 
poised to deliver a healthy double-digit return for FY 2018-19.
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(Price-to-Earnings of 9)


