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The stock market started off the week on a faltering note and plunged by 888 points (2.4%) 
during the first two trading sessions and in the process on April 23rd 2019, the benchmark 
KSE 100 Index hit an all-time low level of 36,404 points after peaking at 52,877 points on 
May 24, 2017. However, after this brutal sell-off, a brisk recovery was witnessed at the 
bourse during the subsequent trading days to end the week with a paltry decline of 162 
points (0.4%) on a week-on-week basis. We attribute this lackluster performance of the 
stock market to the prevailing bearish sentiments emanating from the challenging economic 
outlook as manifested by slowing GDP growth, large fiscal deficit, and shortfall in the 
external financing requirements.

During the outgoing week, Foreign Investors turned buyers, accumulating fresh positions to 
the tune of USD 9 million. Alongside, Banks/DFIs and Companies stood as buyers in the 
market, each acquiring stocks worth USD 3 million. On the contrary, Mutual Funds and 
Individual Investors turned large sellers, liquidating shares worth USD 8 million and USD 
4 million, respectively.

Investors’ concerns on the slowing economic growth are legitimate. As a consequence of 
the ongoing tightening policies, economic activity has slowed down significantly as reflected 
by the contraction in the LSM data and we expect the GDP growth to decelerate to 
3.5%-4% in FY2019. However, helped by index heavy Oil & Gas Exploration, Banking, 
and Fertilizer sectors; corporate earnings are expected to grow at a healthy double-digit 
rate for the next two years. 

Regarding the IMF package, according to the sources, the IMF mission, headed by Ernesto 
Ramirez Rigo, will reach Pakistan on April 29 and will be in the country till May 7. The 
mission will visit various institutions during its time in the country and the Ministry of 
Finance has issued a notification to all relevant ministries and institutions. 
 
Looking ahead, contrary to the pervasive pessimism, we see many reasons for constructive 
view on the stock market: (i) from the valuation perspective, the stock market is trading at 
an attractive forward Price-to-Earnings (P/E) multiple of 7.1 and offers around 5% dividend 
yield; (ii) despite economic slowdown, corporate earnings are expected to grow at a double-digit 
rate for the next two years; (iii) tightening policies have started showing results as reflected 
by the significant improvement in the Current Account Deficit (CAD); (iv) there is abundant 
liquidity sitting on the sideline to enter the market; and (v) we expect the market to entice 
foreign investors as the valuations are attractive, Pak Rupee is near its equilibrium value 
and the fiscal discipline induced during the IMF programme would instill the requisite 
confidence. 
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