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During the week ending April 2nd 2021, negativity was witnessed at the local bourse with the 

benchmark KSE 100 Index falling by 1,221 points (a decline of 2.7%) on a week-on-week basis. The 

market started the week on a frail note with a hefty 1,090 points decline in the Index on Monday, 

29th March. How do we see this lackluster market performance? Investors opted cautious approach 

in the wake of rising coronavirus cases in the country and the consequent fear of disruption of the 

economic activity. Much-awaited issuance of USD 2.5 billion Eurobonds and receipt of USD 500 

million from the IMF under Extended Fund Facility (EFF) also failed to lift the market sentiment. To 

put things into perspective, during FYTD through April 2nd, the market has delivered robust returns 

of 29% and it has surged by a hefty 63% from its bottom hit during the Coronavirus crash in March 

2020.  

Looking at the participant-wise activity during the week, Insurance Companies emerged as the 

largest buyers in the market, accumulating fresh position to the tune of USD 7 million. Alongside, 

other main buyers were Individuals and Banks/DFIs as each added shares to the tune of USD 5 

million. On the contrary, Mutual Funds emerged as the largest sellers, offloading their equity 

holdings by USD 11 million. Likewise, Foreign Investors liquidated shares worth USD 5 million.  

What is next? Economic recovery is on solid footing as reflected by the frequently released 

economic data such as cement dispatches, automobile sales volume, and sales of retail fuels. 

Buoyancy in the manufacturing sector is also corroborated by the output of Large Scale 

Manufacturing Industry (LSMI) that rose sharply by 9.13% in January 2021, taking 7MFY21 growth 

to an impressive 7.85%. Similarly, persistent upswing is observed in the business sentiment as SBP-

IBA Business Confidence Survey shows the overall business confidence index increasing further to 

60 in February 2021 from 56 in December 2020. We expect that the economic cost of the recent 

surge in the Covid-19 cases in the country would be limited as learning from the past, the 

authorities have opted less stringent and better targeted measures to contain the spread of the 

pandemic.  

From the fundamental perspective, the market is attractively valued as captured by the Price-to-

Earnings (P/E) multiple of 6.5x, versus 10-year average of 8.4x. The stock market also offers a 

healthy dividend yield of 5%. The recent pick-up in economic activity coupled with the easier 

financial conditions bode well for the corporate profitability, and we expect double-digit corporate 

earnings growth rate over the next two to three years.  

In our view, the market is well poised to deliver robust returns in CY21, and beyond driven by: (i) 

double-digit corporate earnings growth rate over the next two to three years; (ii) a healthy 5% 

dividend yield; and (iii) some P/E re-rating.  

 


