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The stock market performance remained dull during the outgoing week ending 23rd September. The benchmark 

KSE-100 index further receded by around 1,059 points (2.5%), on a weekly basis.   

From the outset the equity market remained under the grips of the bear due to the concerns over the flood 

and its impact on the various macro-economic indicators. Like the recent few weeks, the trading volumes again 

remained thin, reflecting sluggish investor interest. The week also remained marred by series of rate hikes by 

various central banks across the globe. Notably, the US central bank raised the FED Rate by another 75bps (3rd 

consecutive hike of 75bps) taking the rate to 3%-3.25% range. Several other central banks across the globe also 

followed through, that included Swiss National Bank, Bank of England, Riks Bank Sweden, Norges Bank Norway, 

and most of central banks in Gulf region. Consequently, the global equities and as well as bonds came under 

pressure as sentiments turned somber. Investors narrowly focused on the exchange rate as a barometer of the 

economy and earnings potential of the corporate listed space. Since it continued to depreciate during the 

week, further losing value by around PKR 3 per USD, it also soured the sentiments. Foreign currency reserves 

further fell by USD 278 million during the period ending 15th September. LSM numbers reported for month of 

July reflected some moderation in industrial activity, as LSM output dropped marginally by 1.4% on a YoY basis. 

The impact was rather acute when looked at a monthly basis, since monthly production fell by 16.5%. On the 

positive side, the current account deficit (CAD) clocked in at USD 703 million in August down from USD 1.2 

billion a month ago. Yield to maturity (YTMs) of international bonds of the country witnessed sharp ascent 

during the week, as the FM announced that the country was seeking debt relief from bilateral creditors in the 

wake of devastating floods.  

In terms of trading activity during the week, Insurance and Mutual Funds turned out to be the largest sellers 

with net outflows to the tune of USD 3 million & USD 2 million, respectively. On the contrary, Foreigners 

remained the largest buyers with net inflows of USD 5 million.  

Looking ahead, we remain cognizant of burgeoning challenges facing the economy, further aggravated by the 

recent floods. Not only will it 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. In terms of its impact on external account, though the 

damage to the crops will adversely impact the trade balance, we expect some healthy flows in the form of aid 

and concessional financing/funding from international donor agencies, like ADB, AIIB and WB etc. We also 

expect IMF to loosen its conditions in the wake of the unprecedented floods in the country. The debt 

suspension initiative with the multilateral and bilateral creditors, barring the commercial lending and Eurobond 

creditors, will also provide massive relief to the country, at least in the short term. Moreover, as the global 

central banks especially US FED wage war on the inflationary pressure, it will stifle the global economy. Thus, 

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 may trigger 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 is expected to reflect in price performance.  

Looking at the fundamentals, Price-to-Earnings Ratio (P/E) of the market is at multi-year low of around 4.3 

times (earnings yield of around 23%). We advise investors with medium to long-term investment horizon to 

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

 


