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Breaking the losing streak, a brisk recovery was witnessed at the local bourse during the 
week ending May 24th 2019 as the benchmark KSE-100 Index posted a handsome gain of 
2,537 points (7.6%) on a week-on-week basis to close the week at 35,704 points. Surprisingly, 
this came after a more than expected 150 bps increase in the Policy Rate by the SBP in its 
bi-monthly Monetary Policy review on Monday, 20th May 2019. We attribute this strong 
rally to the announcement of reactivation of market support fund that perked up investors’ 
interest in the market. Shrugging off overblown concerns on the tough conditionalities 
associated with the bailout package from the IMF, smart money poured into the beaten 
down part of market as indiscriminate panic selling over the last few weeks sent the 
Price-to-Earnings to a screaming 6.3 times forward earnings.  

Allaying investors’ concerns on the Balance of Payment was tweet by the Advisor to PM on 
Finance, thanking the Crown Prince of Saudi Arabia for his continuous support for the 
people of Pakistan as from July 2019, Kingdom of Saudi Arabia is activating the deferred oil 
facility amounting to US$ 3.2 billion per annum for 3 years. Dr. Abdul Hafeez Shaikh’s 
assurance to the delegation of businessmen and brokers of the government’s full support 
and cooperation with regard to the resolution of some issues facing capital markets also 
buoyed investors’ sentiments. 

As we have been writing on this point recently, investors’ concerns on the slowing economic 
growth and financial stability with its implications for the corporate profitability are not 
faulty but surely exaggerated. Recent downward revisions of GDP growth by International 
Financial Institutions such the World Bank, ADB, and IMF also sent jitters in the market. 
This had many investors calling into question the case for equities, prompting them to exit 
the market even at throw away prices. 

During the outgoing week, Companies and Individual Investors emerged as large buyers as 
each added fresh positions to the tune of USD 5, while NBFCs bought shares worth USD 3 
million. On the contrary, Mutual Funds and Insurance Companies remained major sellers 
in the market, as each offloaded shares to the tune of USD 6 million. 

Looking ahead, we acknowledge that the market may exhibit large swings sporadically 
amid evolving domestic economic policies and geopolitical developments. From the valuation 
stand point, the stock market is trading at a compelling forward Price-to-Earnings multiple 
of 6.7 and offers attractive 6.3% dividend yield. While slowing economic growth, surging 
input costs, and increasing interest rates are acting as a drag on the profitability of cyclical 
sectors; corporate earnings are still expected to grow at double digit rate for 2019 and 2020 
helped by index heavy Oil & Gas Exploration sector on account of firm global oil prices 
and currency devaluation and Banking sector being the beneficiary of rising interest rates. 
Contrary to the foreign portfolio outflows during the last three years, we expect Foreign 
Investors to remain net buyers in the market during the year given attractive valuations, the 
Rupee near its equilibrium value, and the beginning of oversight of the IMF. Taken it all 
together, we advise investors to hold their positions in the stock market, keeping their 
long-term investment objectives in mind.
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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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