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During the week ending February 28th, the stock market came under severe selling 
pressure as the country reported first two cases of the deadly Coronavirus with the 
benchmark KSE 100 Index slumping by a hefty 2,266 (5.6%) on a week-on-week basis. As 
we see it, the bearish trend in the market was initially sparked by the fears of new taxation 
measures and expected hike in utility prices as demanded by the IMF under the bailout 
package; and later on, fuelled by the breakout of the Coronavirus. The sell-off at the local 
bourse coincided with the rout in global equities and commodity markets, notably oil due 
to mounting risks to the global economy from the supply disruption and weakening 
consumer demand.    

In the wake of the Coronavirus driven global crisis, investors looked past several positive 
developments for the country, economy, and the stock market. A much-awaited agreement 
for a peace deal between Afghan Taliban and the United States, that is going to be signed 
today, would strengthen Pak-US relations & bring peace and prosperity in the region. The 
steep fall in the commodity prices, notably crude oil bodes well for the country as it would 
lower import bill and the resultant reduction in retail fuel prices would moderate 
inflationary pressure. This in turn, would bring closer the highly anticipated monetary 
easing cycle. These expectations were also reflected in the yields on long-term government 
securities, which saw a decline of 20-40 basis points from their recent highs.  

Looking at the participants-wise activity during the week, Foreign Investors remained main 
sellers in the market, liquidating shares worth USD 22 million. Similarly, Mutual Funds and 
Companies sold shares amounting to USD 12 million and USD 4 million, respectively. On 
the other hand, Insurance Companies remained the largest buyers in the market, 
accumulating fresh positions to the tune of USD 25 million. Likewise, Banks/DFIs emerged 
as other major buyers, adding position worth USD 8 million.

What to expect from the market going forward? While it is hard to call a market bottom, 
these are good entry levels especially for investors who missed the recent rally; as the 
fundamental story of our stock market remains intact. After the steep correction during the 
past few weeks, the market is trading at an extremely attractive forward Price-to-Earnings 
(P/E) multiple of 6.3, amid robust corporate earnings growth in the next 2 years. Given 
attractive valuations, healthy corporate earnings growth, and improving macroeconomic 
indicators, we reiterate our positive view on the market. Thus, we advise investors to build 
position in the market via our NBP Stock Fund / NBP Islamic Stock Fund, keeping their 
long-term investment objectives in mind as the stock market is well poised to deliver strong 
returns in 2020, and beyond.
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