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During the outgoing week ending 19th August, the benchmark KSE-100 index increased by 413 points (1.0%) on 

a week on week basis.  

The positive momentum lost steam compared to the previous week as triggers remained limited and 

resultantly, the gains remained capped. The market has bounced back sharply by around 8.5%, from its recent 

low touched on 25th July, so we have seen some profit taking from the participants. Some impetus was provided 

by the continued weakness seen in crude oil prices owing to the growing possibility of Iran deal and rising 

concerns of global demand outlook, especially as China’s growth slowed across all fronts in July, prompting 

unexpected rate cut during the week. LSM numbers were also released during the week, as per which the June-

22 growth in large industries stood at 11.5% on a YoY basis, taking FY22 LSM growth to 11.7%. Budget deficit 

numbers and country debt & liability numbers were also reported by MoF during the week, both of which 

witnessed massive surge in the 4Q due to whopping subsidies and PKR devaluation. The federal fiscal deficit 

and consolidated fiscal deficit clocked in at around 8.2% (PKR 5.5 trillion) and 7.7% (PKR 5.1 trillion), 

respectively. In the same manner, the country’s total debt & liabilities surged by a whopping PKR 12 trillion to 

PKR 60 trillion, at end of FY22. Remittance numbers were also published during the week, whereby July inflows 

clocked in at USD 2.5 billion, slightly down on a YoY and MoM basis, due to lower working days during the 

month.  

In terms of trading activity during the week, Brokers & Prop and Companies were the largest buyers with net 

inflows to the tune of USD 7 million & USD 2 million. On the contrary, Insurance and Foreigners remained the 

largest sellers with net outflows of USD 4 million and USD 3 million, respectively.  

Looking ahead, we expect inflation to remain elevated throughout the year with an accompanying tight 

monetary setting. Though this will moderate economic growth, it will be more sustainable and durable. The 

key challenge has been on the external front and with signing of IMF SLA and with global commodity super 

cycle waning gradually, we remain cautiously optimistic on country’s ability to steer through ongoing 

challenges. With IMF deal, flows from friendly countries will follow through & multi-lateral funding will also 

materialize that will help shore up FX reserves. SBP is scheduled to announce MPS on Monday, which will set 

the tone in the near term.  

In terms of corporate earnings, we acknowledge that backdrop remains challenging due to recent budgetary 

measures (10% one-off tax) and the economic measures (utilities & fuel price rationalization). Furthermore, 

due to mounting inflationary pressures amidst steep devaluation seen in recent past, demand as well as 

margins of cyclical corporates will face pressure in the first half. However, for other sectors that remain 

insulated from demand compression, and are beneficiary of PKR devaluation & Interest rate upcycle like Oil & 

Gas, Power Generation, Fertilizers, Technology, and Commercial Banks, we expect robust earnings growth 

going ahead, offsetting the decline in cyclical sector profitability. Therefore, we expect that overall corporate 

profitability would continue to grow, albeit at a modest pace. The recent corporate result announcements also 

strengthen this view, where companies continue to post robust pre-tax earnings. We again re-iterate that 

current stock market valuations compensate for the risks highlighted and any tangible improvement on 

economic front will trigger a strong relief rally. 

Looking at the fundamentals, Price-to-Earnings Ratio (P/E) of the market is at multi-year low of around 4.5 

times (earnings yield of around 22%). Therefore, we advise investors with medium to long-term investment 

horizon to build position in the stock market through our NBP stock funds. 

 


