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The outgoing week ending 16th September remained muted for equity markets. Amidst thin trading volumes 

the stock market traded within a narrow range, and at week close, the benchmark KSE-100 index declined 

marginally by around 269 points (0.6%), on a weekly basis.  

In the absence of any positive triggers, the stock market remained directionless in the current week. We reckon 

that this dull market activity is owing to the cautious approach of the participants due to the devastating floods 

in the country that has worsened the economic outlook. During the week, the assessment of the damage 

inflicted by the floods was further revised up, which perturbed the investors. The initial estimate of the loss 

(output, capital and infrastructure) was around USD 10 billion, and the latest evaluation now suggests a 

staggering loss in the range of around USD 30-40 billion. Since connectivity in the country is still disrupted, and 

large swathes of agriculture land is still inundated, agri and manufacturing activity have slowed considerably. 

There are concerns that higher food imports will be required in the country, inflating the import bill. 

Consequently, we saw renewed pressure on the Pak Rupee during the week, which depreciated further by PKR 

8.7 against USD (3.7% WoW). Moreover, owing to weakening growth prospects and worsening external 

position, yield to maturity (YTMs) of international bonds of the country again saw significant increase. Foreign 

exchange reserves as of 9th September dropped by around USD 176 million, which also sapped investors’ 

confidence. The response of international community and donor agencies has, so far, remained immaterial 

raising the risk of inadequate funds for rehabilitation and protracted period of economic disruption. 

In terms of trading activity during the week, Foreigners turned out to be the largest buyers with net inflows to 

the tune of USD 14 million. On the contrary, Insurance and Mutual Funds remained the largest sellers with net 

outflows of USD 9 million and USD 4 million.  

Going forward, we acknowledge the challenges facing the economy, further aggravated by the recent floods. 

Large swathes of farmland have been inundated, crops have been washed away, infrastructure has been 

damaged, and areas have been cut off. Not only it will moderate the already feeble economic growth, it will 

also result in acute supply disruption in the short term resulting in spiraling prices of food items. Consequently, 

inflation is likely to rise further and remain elevated throughout the year. Moreover, it will further worsen the 

trade balance, depending upon the magnitude of crop damage and extent of economic slowdown. Some 

industries, that have good share of demand emanating from agri economy, have already started to see their 

sales slowing and have also begun to observe non-production days. Having said this, we reckon that it will be 

a short-term phenomenon and after some weeks, as the rehabilitation begins, we will begin to see demand 

recover. So, near terms earnings of few sectors such as textile & cyclicals may come under pressure. For certain 

other sectors, it may also provide an impetus to demand, such as construction sector. International commodity 

prices continue to trend lower, especially crude oil prices. As recession pressures further take hold, we expect 

more moderation in commodity prices, which presents an upside case for local equities, since amelioration in 

the external position of the country will trigger strong investor interest. Furthermore, fundamentals of the 

market (Price-to Earnings ratio and Price-to-Book ratio) are such that any recovery in demand and 

improvement in CAD & reserves would strongly reflect in price performance.  

Looking at the fundamentals, Price-to-Earnings Ratio (P/E) of the market is at multi-year low of around 4.4 

times (earnings yield of around 23%). Therefore, we advise investors with medium to long-term investment 

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

 


