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On the fallout concerns of the Coronavirus pandemic, the stock market remained under significant 
pressure during the holiday shortened outgoing week as the benchmark KSE 100 Index fell by a 
massive 2,558 points (8.3%) on a week-on-week basis. As the provincial governments announced to 
go on a lockdown, the stock market opened the week on a faltering note with a massive decline of 
2,103 points (6.9%) in the benchmark KSE 100 Index on Tuesday, March 24th. Thanks to value 
buying, the market closed the week with a healthy gain of 842 points (3.1%) on the last trading day 
of the week. 

Looking at the participants-wise activity during the week, Foreign Investors remained the major sellers 
in the market, offloading positions to the tune of USD 14 million. Likewise, Companies were other 
large sellers, liquidating shares worth USD 3 million. On the contrary, Individuals Investors, Insurance 
Companies, Banks/DFIs, and Broker Proprietary Trading stood as buyers in the market, accumulating 
fresh positions to the tune of USD 6 million, USD 5 million, USD 4 million, and USD 3 million, 
respectively.

To put things into perspective, we attribute the recent sell-off to twin shocks: blow to the economy 
and corporate profitability from the outbreak of the Coronavirus (Covid-19), and slump in global oil 
prices after breakdown of Opec+ supply agreement and weakening demand of the fossil fuel.

How do we see the way ahead? As we see it, falling demand and supply side disruption will trigger 
economic slowdown. However, strong monetary easing and fiscal expansion could set the stage for 
a sharp rebound as the need for social distancing ends. We believe that the domestic investment 
landscape is constructive for equities. On the economic front, the sharp fall in the global crude oil 
prices bodes well for our economy as it would lower oil import bill and moderate inflationary 
pressure that in turn has made a case for aggressive monetary easing. The SBP responded to these 
developments with a cumulative 225 points cut in the Policy Rate in two rounds. To dampen the 
effect of Covid-19, the SBP has also made amendment in prudential regulations for Corporate/Commercial 
banks. To mitigate economic fallout from the Covid-19, PM Imran Khan announced a Rs 1.2 trillion 
stimulus package. In her latest statement, Managing Director of the IMF lauded the government for 
speedily giving the green signal to a relief package worth Rs 1.2 trillion and the State Bank of Pakistan 
for its timely set of measures.

From the valuation perspective, after a hefty 35% fall from its recent high of 43,219 points hit on 
January 13th, the market is trading at an extremely attractive forward Price-to-Earnings (P/E) multiple 
of 5.4x against the 10-year average of 8x. At the current levels, 18.5% Earnings Yield of the stock 
market stands favourably compared with 10-year PIB yield of 9.5%. Barring short-term blip, 
corporate profitability is still expected to remain robust in the next 2-3 years. 

Bottom line: We advise investors to look beyond the short-term market turmoil and build position in 
the market via our NBP Stock Fund / NBP Islamic Stock Fund, keeping their long-term investment 
objectives in mind. 
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