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During the week ending May 21st 2021, the market carried forward its positive momentum as the 

benchmark KSE 100 Index rose by around 740 points (a gain of 1.6%) on a week-on-week basis. After 

week-long holidays for Eid-ul-Fitr, the market started off the week on a strong note, as the Index 

advanced by 622 points (1.4%) on Monday, May 17th. To put things into perspective, the market (KSE 

100 Index) has surged by 33% during FYTD through May 21st 2021. However, amid elevated volatility, 

the market has delivered an unimpressive return of 5% during CYTD through May 21st 2021. What has 

caused this lackluster stock market performance during the last few months despite robust corporate 

earnings season, easier financial conditions, comfortable external account position and more 

importantly attractive starting valuations of the market? In our view, fear of another full-blown 

lockdown in the country as the country is passing through the third wave of Covid-19 spooked investors 

and weighed on the market performance. We reckon that the prevailing market valuations under-

appreciate improvement on the economic & corporate fundamental fronts. Therefore, we see current 

market levels as good entry point for investors with medium to long-term investment horizon. 

In terms of trading activity during the week, Individuals and Companies emerged as main buyers in the 

market as each added shares to the tune of USD 37 million and USD 18 million, respectively. On the 

contrary, Foreign Investors stood as the major sellers of equities with net outflows of around USD 49 

million that was mainly concentrated in a particular stock belonging to the Refinery sector. 

Looking ahead, we maintain our positive view on the stock market given: (i) improving economic 

outlook; (ii) attractive stock market valuations; (iii) easier monetary conditions; (iv) comfortable external 

account position; and (v) promising corporate earnings prospects. On the economic front, despite raging 

pandemic, the economy is on the firmer footing and vindicate a V-shaped economic recovery driven by 

uptick in agriculture sector and buoyancy in the manufacturing sector. External account is also favorably 

placed as 9MFY21 current account number stands at a surplus of around USD 959 million. Encouragingly, 

workers’ remittances for April 2021 stood at USD 2.78 billion, taking the 10MFY21 proceeds to USD 

24.25 billion, showing a staggering 29% year-on-year growth. The recent surge in the Covid-19 cases and 

rising infection and fatality ratio is seen a potential threat to the ongoing economic recovery, however 

the authorities have opted more targeted controls to contain the spread of this pandemic to minimize 

the economic cost.   

From the fundamental perspective, the market is trading at an attractive forward Price-to-Earnings (P/E) 

multiple of 6.4x, versus 10-year average of 8.4x. The stock market also offers a healthy dividend yield of 

6%. Earnings of the corporate listed sector are well poised to grow at double-digit rate over the next 

two to three years, based on our estimates.  

To summarize, the market is well poised to deliver robust returns in CY21, and beyond driven by 

attractive valuations, a decent corporate earnings growth, and improving economic outlook. Therefore, 

investors with medium to long-term horizon are advised to build position in equities through our NBP 

stock funds. 

 


