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After a disappointing previous week, the stock market displayed some rebound during the outgoing week 

ending 4th March. On a week on week basis, the benchmark KSE-100 index increased by around 567 points, 

translating into a return of 1.3%. The index rebound is mainly attributable to sharp recovery in select Oil & Gas 

Exploration sector stocks and some uptick in the defensive Fertilizer sector stocks. Performance of remaining 

sectors remained listless during the week.  

During the week, there was further escalation in the conflict between Russia and Ukraine with Russia 

accelerating its military assault, which further propelled commodity prices to record level. The most affected 

were the fossil fuels (crude oil and thermal coal), as the world scrambled to make alternative supply 

arrangements, since Russia remains one of the largest crude oil and gas exporter. Likewise, shockwaves were 

also felt in the grain market, with wheat prices soaring to record levels. In the same manner, several industrial 

metals have also breached their previous highs, like aluminum, copper, nickel etc. Prolonged increase in the 

commodity prices will have several implications for Pakistan. Not only it will lead to further ballooning of import 

bill, putting pressure on the Balance of Payment, but it will also stoke inflationary pressure, which already is in 

double digit. However, during the week, the stock market looked past these concerns. The recovery was 

primarily driven by sharp price increase in government owned Oil and Gas Exploration sector stocks as the 

government is mulling over increased payouts from them to fund the recently announced subsidy package by 

the government, where FPA of PKR 5/unit has been deferred and retail fuels prices have been slashed by 

PKR10/liter despite recommendation of price increase. It has again livened up the hopes of circular debt 

clearance in the energy chain to pave the way for cash dividends to fund the subsidy package. Other than the 

fuel and energy subsidies, the PM also announced an industrial package, in which several incentives were 

offered for investing in small and medium industries, sick units, and for overseas Pakistanis to get five-year tax 

holiday for industrial investments in the country.  

In terms of trading activity during the week, Banks/DFIs and Broker Prop. remained the largest buyers in the 

market as they increased their position by USD 2 million each. On the other hand, Mutual Funds remained the 

largest net sellers with outflows of around USD 2 million.  

On equity market outlook, though we acknowledge the mounting risks to inflationary pressures stemming from 

unprecedented commodity prices, some fiscal over-runs due to the recently announced relief measures by the 

Prime Minister in the form of fuel and power subsidies, that also put the IMF program on risk, we reckon that 

the current stock market valuations more than compensate for the risks highlighted. We are almost through 

the Dec-21 result season, where listed corporate space has posted record set of profitability, where cumulative 

profits are estimated to have grown in excess of 40% on a yearly basis. On the other hand, performance of 

stock market since the start of CY21 has remained lackluster, at best. As a result, the mostly looked at valuation 

metric, Price-to-Earnings Ratio (P/E) has come down to multi-year low of around 5 times. The last time market 

traded at this level was post GFC time in Jan-09. Therefore, we continue to look favorably towards the market 

in terms of return, whereby we expect the market to provide around 15-20% upside in CY22.  

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

multiple of 5x versus historical average of 8.4x. The market also offers healthy dividend yield in excess of 6%. 

As we see it, the recent market valuations are equivalent of the crisis eras. Therefore, given a strong investment 

case for equities, we advise investors with medium to long-term investment horizon to build position in the 

stock market through our NBP stock funds. 

 


