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The outgoing week ending 30th April remained listless in terms of the stock market performance as the 

benchmark KSE 100 Index fell by around 444 points (a decline of 1%) on a week-on-week basis. The market 

started off the week on a strong note, as the Index surged by 976 points (2.2%) on Monday, April 26th, led 

by massive institutional buying. However, the market immediately lost steam in the subsequent trading days 

of the week as the Index fell by a cumulative 1,420 points from Tuesday to Friday. This lackluster stock market 

performance is despite robust earnings posted by companies across various sectors, such as Cement, 

Engineering, Banks, Autos, Glass & Ceramics and OMCs in the ongoing corporate results season. We reckon 

that the pervasive pessimism stems from the fear of another full-blown lockdown in the country in the wake 

of recent spike in the Coivd-19 cases. The country is currently passing through the third wave and though 

the daily infections ratios and fatality rates have risen and remain at elevated levels as compared to the 

previous two waves, we still believe that the probability of nationwide lockdown is very low. However, 

government’s continued emphasis on the enhanced scope of SOPs to contain the virus weighed on the 

market sentiment.  

In terms of trading activity during the week, Foreign Investors emerged as the largest sellers in the market 

with net outflows amounting to USD 13 million. Alongside, Individuals and Banks/DFIs also reduced their 

equity holdings to the tune of USD 6 million and USD 5 million, respectively. On the contrary, Other 

Organizations and Mutual Funds remained the major buyers with net inflows of around USD 16 million and 

USD 13 million, respectively.  

What lies ahead for the stock market? We continue to reiterate our sanguine outlook on the market as we 

draw comfort from the strong pick-up in the economic activity, which is also reflected by the robust earnings 

announcements in the recent results season across various industries. On the economic front, GDP is well 

poised to grow at around 2.5-3% during FY21 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. SBP’s FX reserves reported last week stand at USD 16.4 billion, highest 

level since May-17, and the overall country reserves are also at multi-year high level. To augment Balance of 

Payment (BoP) position, the recently introduced Roshan Digital Account (RDA) has also achieved great 

success. The recent surge in the Covid-19 cases and rising infection and fatality ratios are a potential threat 

to the ongoing economic recovery, however we believe that the valuable experience from the past, and the 

medical advances/knowledge have allowed the authorities to opt for more targeted controls to contain the 

spread of this pandemic. Thus, we think that this time around, the economic cost of the restrictions/smart 

and targeted lockdowns will be limited.   

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

multiple of 6.3x, 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.  

The bottom Line: In our view, the market holds potential to deliver robust return 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. Therefore, investors with medium to long-term horizon are advised to 

build position in equities through our NBP stock funds. 


