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During the outgoing week ending 18th November, the stock market remained directionless and traded within 

a very narrow range of around 350 points. At end of the week, the benchmark KSE-100 index receded 

marginally by 362 points on a week on week basis, translating into a weekly decline of 0.8%.  

The equities started off the week on a weak footing, as news surrounding the potential delay in IMF program 

caused uneasiness amongst the market participants. Reportedly, differences have emerged between the IMF 

and the government (MoF) over the impact of flood damages on the fiscal deficit targets for the ongoing year. 

The government had previously agreed a primary surplus target of 0.2% with the IMF. However, post the 

floods, the government is staring at an alarming primary fiscal deficit of around 2-3% of GDP, on account of 

both flood and non-flood related factors. Rumors of a mini-budget to narrow the revenue & expenditure gap 

also dented the investor sentiment. The possibility of IMF delaying its upcoming review due to missed fiscal 

targets has unnerved investors. The scheduled visit of the Saudi Crown Prince, Mohammad Bin Salman, was 

also delayed, which added to the nervousness of the market. The moderating trend in the overseas remittances 

was another cause of concern, as October remittances again fell by 16% on a yearly basis to stand at USD 2.2 

billion, with 4MFY23 cumulative overseas workers’ inflows of USD 9.9 billion, viz-a-viz USD 10.8 billion in same 

period last year, reflecting 9% annual decline. During the week under review, PBS released data for large scale 

manufacturing for the month of September, with overall output staying flat on a YoY basis. In the same manner, 

the output during 1QFY23 slightly fell behind by 0.4% compared to 1QFY22 LSM output, due to the flood impact 

and overall industrial slowdown in the country.   

In terms of trading activity, Companies emerged as major buyers with net inflows of USD 3 million. Alongside, 

Individuals & Foreigners each added USD 2 million. On the contrary, Broker Prop Trading & Mutual Funds 

remained largest sellers with net outflows of USD 3 million and USD 2 million, respectively.  

In the near term, the political noise is expected to remain elevated until the appointment of the next army 

chief. However, looking beyond, we believe that state of economy will shape market outlook. Investors will 

look closely at balance of trade numbers & FX reserves which have fallen to precarious levels, barely enough 

to meet import of 6 weeks. The floods have further compounded the challenge for government in terms of 

deterioration in inflation expectations & fiscal deficit. That said, we expect healthy inflows from WB, IDB, AIIB 

which coupled with IMF loan tranche will bolster dwindling FX reserves and support investors’ confidence. 

Secondly, any progress/materialization on planned FDI inflows from China & Saudi Arabia will also be viewed 

favorably by investors. Thirdly, we have begun to see activity in stock buy-backs in the local bourse, which 

would only gather steam going forward, given compelling valuations, which will provide much-needed liquidity 

and provide impetus to stock prices. Fourthly, the FM has also stated that the country is seeking rescheduling 

of its external loans with its bilateral lenders. Though these parleys will be long drawn and it is no permanent 

fix, it will ease off massive contractual outflows in the short term. Finally, as global central banks step up their 

efforts to tame inflationary pressure by aggressive monetary tightening, it will likely stifle global economy. 

Thus, international commodity prices especially crude oil, that have materially come off from peak, are 

expected to continue to trend lower, which presents an upside case for local equities.  

Looking at the fundamentals, Price-to-Earnings Ratio (P/E) of the market is at multi-year low of around 4.1 

times (earnings yield of around 24% as against 10yr PIB yield of 12.9%). Therefore, we advise investors with 

medium to long-term investment horizon to build position in the stock market through our NBP stock funds.       

 


