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The outgoing week was eventful for the local bourse as Finance Minister announced to step 
down as a part of Cabinet reshuffle by PM Imran Khan followed by appointment of Dr. 
Hafeez Shaikh as his successor. Alongside, a five-member advisory board was also formed 
to look into the economic affairs of the country. It may be recalled that on his return from 
Washington, former FM said that both IMF & Pakistan have finalized talks after which the 
staff level mission will be visiting to finalize the Memorandum of Economic and Financial 
Policies (MEFP), to be presented the same to IMF Board and final agreement for the bailout 
package will most likely conclude before next financial year. The market started off the 
week on a positive note but after initial positive reaction to the progress on the bailout from 
the IMF it lost momentum and on Wednesday, April 17th, the benchmark KSE 100 Index 
fell by a hefty 629 points (1.6%). However, the market welcomed the new economic team 
and staged a strong recovery toward the end of week, recouping almost all the loses to 
close the week with a paltry decline of 45 points (0.1%) on a week-on-week basis.

The most notable economic data release during the outgoing week was Current Account 
Deficit (CAD) that clocked in at USD 822 million for March 2019 versus USD 1,486 million 
during March 2018. Monthly average CAD stood at USD 658 million during January-March 
2019 versus USD 1,284 million during October-December 2018, showing a significant 
improvement. We expect this improving trend in the external account to continue as the 
impact of recently enacted tightening policies with some more to come fully kicks-in. 

Looking at the participant-wise activity during the outgoing week, Mutual Funds and Foreign 
Investors emerged as large sellers in the market liquidating shares worth USD 5 million and 
USD 2 million, respectively, while Companies and Individual Investors turned main buyers 
and accumulated fresh positions to the tune of USD 5 million, USD 2 million, respectively.

What is next? From the valuation standpoint, the stock market is trading at an attractive 
forward Price-to-Earnings (P/E) multiple of 7.2 and offers around 5% dividend yield. As we 
see it, the valuations largely reflect slowing economic growth and vulnerabilities on the 
external and fiscal account fronts. It is also a reflection of pervasive pessimism in the 
market after dismal performance of the stock market over the last two years and policy flip 
flops. We contend that despite economic slowdown, corporate earnings are expected to 
grow at a double-digit rate in both CY19 and CY20, thanks to strong growth in the profitability 
of index heavy E&P and Banking sectors. As mentioned above, the tightening policies have 
started showing results as reflected by the significant improvement in the Current Account 
Deficit (CAD). In addition, we expect foreign portfolio inflow to resume in the market as the 
Rupee is near its equilibrium value and the beginning of oversight of the economy by the 
IMF post the bailout package would instill confidence. We reiterate our view that market is 
well poised to deliver healthy double digit returns in CY19. 
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