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Carrying the positive momentum from the previous week, the stock market continued its 
ascent during the current week, surging by around 3.8% (KSE-100 index rising by around 
1,565 points) driven by positive sentiments surrounding elections. It was a landmark week in 
the history of the country that marked only the second time that a civilian government has 
handed power to another after serving a full term in Pakistan. Contrary to expectations and 
surpassing all the forecasts and surveys, Pakistan Tehreek-e-Insaf (PTI) has emerged as a lead-
ing party in the general elections held during the week, bagging close to 42% of the seats in 
the National Assembly. With its near-majority strength at the center, PTI, together with the 
coalition partner (independent candidates or other smaller parties) will form the government 
at the center. Not only it has allayed the political uncertainty which the market grappled with 
during the past twelve months or so surrounding the Panama Leaks case, but it has also put 
to rest the anxiety emanating from previously anticipated scenario of a hung parliament. 
Other than KPK province, where the party has secured landslide victory, PTI has also consoli-
dated its position in Punjab as well, and is eyeing the provincial government with some polit-
ical maneuvering. During the week, Mutual Funds and Banks remained net sellers liquidat-
ing shares worth USD18.4mn and USD2.2mn respectively, while individuals remained the 
largest buyers accumulating equities worth USD20mn. Foreigners’ activity during the week 
remained muted with net selling of merely USD0.4mn.

With the conclusion of general elections, the focus of the market will again shift to economy, 
which faces challenges on multiple fronts, notably external account side. With SBP FX 
reserves declining to an abysmally low level, the country is left with no option but to seek 
another bailout package from the IMF, which would help stabilize SBP’s FX reserves, bring 
much needed �scal discipline, and reinvigorate long-standing structural reforms. In his win-
ning address, Imran Khan, leader of the PTI and contender for the PM slot, has also somewhat 
touched upon his economic agenda of poverty alleviation, broadening of tax base, health 
reforms, strengthening of state institutions, and bi-lateral trade with India.

As we see it, economic policies undertaken by the interim government are likely to continue 
in the near term, which includes hike in interest rates to curb aggregate demand, readjust-
ment in the exchange rate, and rationalization of tariffs on imports, especially on non-essen-
tial imported goods. We believe that these painful counter-cyclical policy measures would 
take time to restore macroeconomic stability but, at a cost of sacri�cing the robust economic 
growth witnessed in the recent years and may stoke in�ationary pressures.

Looking forward, any protests/agitations from the aggrieved political parties can unnerve the 
market in the short-term. From valuations perspective, the market is fairly valued as re�ected 
by the forward Price-to-Earnings (P/E) multiple of 9.0. In our view, the market will take cue 
from the economic policy agenda of the incoming government to address the multiple risks 
facing the economy. 
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