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During the holiday shortened out-going week, the market declined by 396 points (0.9%) amid 
a lot of activity in the national and provisional assemblies for transfer of power to the winning 
political parties/coalitions. The ongoing corporate results season with mixed earnings 
announcements failed to provide a trigger to the market. On Friday, August 17th, PTI chairman, 
Mr. Imran Khan was elected as 22nd Premier of Pakistan. In his maiden speech, Prime Minister 
reiterated his promise of a “ruthless and across-the-board accountability”. He further said that 
“we will not spare those who have looted the nation”.

On the one hand, market participants seem worried about the multifaced challenges facing 
economy, notably �nancing of large external imbalances amid a meagre FX reserves 
position; and a huge �scal hole along with an unsustainably high debt level. On the other 
hand, investors are optimistic that newly elected PTI-led government would overcome economic 
challenges by undertaking long-awaited politically dif�cult structural reforms including 
broadening of tax base, improving governance, rationalizing & prioritizing government 
expenditure, bringing transparency and accountability in the state affairs, thus making the 
economic growth more sustainable. These measures if undertaken would boost con�dence 
of foreign investors, attract Foreign Direct Investment (FDI), and expand private sector 
investment activity. As we see it, the above painful measures would take time to meet the 
intended objectives and could be disruptive in the short run. 

During the week, Foreign Investors, Mutual Funds, and Broker Proprietary Trading remained 
net sellers, whereas Insurance Companies, Individuals, and Other Organizations, stood as 
net buyers in the market. 

Looking ahead, with new government having taken the reins of the country, politics would take 
a backseat and policy actions would be the focus of attention of investors. From the valuation 
perspective, the market is fairly valued as re�ected by the forward Price-to-Earnings (P/E) multiple 
of around 9 and a decent 11% corporate earnings growth for FY19. While acknowledging the 
risks to the economy, we reiterate our view that the market holds potential to deliver a healthy 
double-digit return for FY 2018-19.
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Disclaimer: This publication is for informational purposes only and nothing herein should be construed as a solicitation, recommendation or an offer to buy or sell any fund. All investments in mutual 
funds are subject to market risks. Past performance is not necessarily indicative of future results. Please read the Offering Documents to understand the investment policies and the risks involved. 
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