
 
 
 
 
 
 
 
 
  

 

During the week ending September 4th, the stock market extended gains with the benchmark KSE-100 

Index rising by 967 points (2.4%) on a week-on-week basis. During FY21 to-date, the stock market has 
delivered robust returns of around 22% and from its bottom hit on March 25th, the market has soared by 
around 54%. How do we see the market performance post pandemic-induced recessionary bear market? 
This remarkable performance of the market is attributable to encouraging development on the health 
front as active cases have dropped from the peak of 109,000 to around 9,000. The frequently released 
economic data such as cement dispatches, automobile sales, and retail fuel volumes point to the gradual 
pick-up in the economic activity. Owing to resilient workers’ remittances and a relatively large contraction 
in the imports vis-à-vis exports, the Current Account Deficit (CAD) narrowed to USD 3 bn (1.3% of the GDP) 
in FY20. Backed by a record USD 2.77 billion workers’ remittances, a healthy 25% growth in exports and a 
paltry 2% increase in imports on a month-on-month basis, the country has posted current account surplus of USD 
424 million in July 2020. The timely and well-coordinated aggressive monetary & fiscal policy responses have 

cushioned the economy from the coronavirus-induced disruption.  
 
Looking at the participant-wise activity during the week, Individuals emerged as the largest buyers in the 
market, accumulating fresh positions to the tune of USD 15 million. Alongside, Mutual Funds remained 
other major buyers in the market, adding equities worth USD 9 million. On the other hand, Foreign 
Investors and Banks/DFIs remained major sellers in the market, liquidating their positions to the tune of 
USD 10 million and USD 6 million, respectively. Likewise, Insurance Companies and Other Organizations 
each sold equities to the tune of USD 3 million. 
 
Looking ahead, we hold on to our positive view on the stock market for the medium to long-term. On the 
healthcare front, encouragingly, the number of active cases of the Covid-19 in the country has dropped to 
9,000 from the peak of 109,000. On the vaccine development, researchers are testing 37 vaccines in 
clinical trials on humans, with nine under large-scale efficacy test and three approved for early or limited 
use. 
 
On the economic front, inflation as measured by the CPI stood as 8.2% for August after clocking-in at 9.3% 
in the previous month. We expect inflation to moderate to 7-8% in FY21 after clocking-in at 10.7% in FY20. 
We expect the central bank to continue with the accommodative monetary policy stance in the near term 
to stimulate the economy that is hit hard by the Coronavirus-induced disruption. External account has so 
far seemed beneficiary of the Coronavirus as workers’ remittances have shown robust growth and exports 
held up well vis-à-vis a large contraction in imports. For 2-months of FY21, the trade deficit has narrowed 
to USD 3.38 billion versus USD 3.69 billion for the same period last year. From the valuation standpoint, 
the stock market is trading at an attractive forward Price-to-Earnings (P/E) multiple of 8x and Price-to-Book 
Value (P/BV) of 1.1x. The market also offers a healthy dividend yield of 5%. Barring short-term blip, we 
expect a good corporate earnings growth over the next two to three years.  
 
Bottom Line: In our view, the stock market is well poised to deliver healthy double digit returns over the medium to 

long-term driven by: (i) good corporate earnings growth; (ii) attractive dividend yield; and (iii) some Price-to-Earnings 
ratio rerating. Therefore, we advise investors with medium to long-term investment horizon to build position in the 
stock market through our NBP stock funds. 
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