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The market remained under pressure throughout the week, falling by a hefty 4.4% for the 
second consecutive week bringing the decline in two weeks of October 2018 to 8.5%. The 
week started with PKR devaluing by around 7.5% versus the USD and subsequent 
announcement by the federal government to approach the IMF for a new bailout package. 
While the latest round of devaluation is positive in the context of controlling the Current 
Account De�cit, its consequent effects of rise in in�ation and interest rates led to the market 
fall, especially in the cyclical sectors. A rising concern for market during the week was the 
possibility of exclusion of some key Pakistani stocks from MSCI Emerging Market (EM) 
Index in its November-18 review, owing to their stock price fall in recent months and rupee 
devaluation, resulting in their market capitalization falling below the required MSCI EM 
Index threshold. Foreigners continued their selling during the week with net out�ow of 
USD 33 Million, while Companies were the prominent buyers of USD 23 Million, along 
with some buying participation from Insurance and Banks/DFI. 

According to the trade data released by Pakistan Bureau of Statistics (PBS), trade de�cit for 
the month of Sep-18 declined by 2.4% to USD 2.7 Billion while overall trade de�cit for 
1QFY2019 stood at USD 8.9 Billion, down by a meager 1.6%. This week was also very 
rough for equity markets globally on worries about the impact of a U.S-China trade war and 
spike in U.S bond yields. From the stock market perspective, entry into an IMF program 
would bring much needed �scal discipline. There is ample domestic liquidity waiting on 
the side lines to enter the stock market once there is economic certainty and direction. Further, 
once the PKR �nds its equilibrium value, the market would regain its traction for foreign 
investors. We believe that the challenging economic situation primarily re�ects in the current 
stock market valuations since corporate earnings of key sectors such as Banks, E&P, 
Chemicals, Fertilizer, Textile & Technology provide a good hedge to PKR devaluation. 
While acknowledging that the hardest part of investing is market timing, we advise investors 
with the intermediate to long-term investment horizon to consider consolidating position 
in equities.
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