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IMF Program — Resumption bodes well for economy and the stock market

Pakistan and IMF have finally reached an agreement at the staff level for a new USD3.0bn Stand-By
Arrangement (SBA), which replaces the 2019 Extended Fund Facility (EFF) program which was slated to
expire on June 30, 2023. This agreement, which is for a period of 9 months, is still pending approval from
the IMF Executive Board meeting expected to take place in the middle of July 2023.

The new SBA is critical to stabilize the economy from recent external shocks, preserve macroeconomic
stability and provide a framework for financing from multilateral and bilateral partners. The SBA will
provide much-needed immediate financial relief, ameliorate the credibility of Pakistan in the eyes of global
financial community, thus paving the way for continuation of flows from multilateral agencies such as the
World Bank, Asian Development Bank, Islamic Development Bank and international capital markets. This
may also unlock critical additional funding and rollovers from friendly Gulf countries and China, which is
expected to further strengthen the external reserves position.

As the table below indicates, Pakistan equities generally respond favorably to the fiscal discipline and
stability in external indicators that come with the IMF programs. On an average, PSX has yielded positive
returns post the start of an IMF program. However, the Global Financial Crisis 2008 was an exception.

Stock Market (KSE100 Index) Returns post IMF Program

IMF Program Start Date im 2M 3M 6M

Rapid Financing Instrument Apr 16, 2020 8.6% 8.6% 18.1% 28.2%
Extended Fund Facility Jul 03, 2019 -9.3% -14.6% -6.1% 21.3%
Extended Fund Facility Sep 04, 2013 1.0% 2.3% 11.7% 19.8%
Standby Arrangement Nov 24, 2008 -27.5% -46.3% -36.1% -22.2%
Extended Credit Facility Dec 06, 2001 -1.3% 19.9% 32.5% 32.9%
Standby Arrangement Nov 29, 2000 15.3% 7.7% 8.9% 4.6%

Extended Fund+Credit Facility Oct 20, 1997 -16.0% -14.2% -22.0% -21.6%
Standby Arrangement Dec 13, 1995 3.9% 23.6% 15.2% 19.9%
Extended Fund+Credit Facility Feb 22, 1994 10.5% 2.7% -6.8% -5.9%
Standby Arrangement Sep 16, 1993 6.9% 36.4% 52.3% 96.3%
Median Returns Post IMF Programs 2.4% 5.2% 10.3% 19.9%
Median Returns (Ex-2008) Post IMF Programs 3.9% 7.7% 11.7% 19.9%

The signing of the SBA comes as a positive surprise and at a critical juncture, as Pakistan's foreign exchange
reserves had dropped by approximately 61%, from USD 10.5 billion in April 2022 to USD 4.1 billion in
June 2023. This was insufficient to cover even the current account deficit for FY24. In order to overcome a
dollar shortage, pay for imports of goods like raw materials, and rescue the economy from a crisis, another
IMF program was imperative. However, the 9-month tenure of the SBA and overall funding requirements of
the country imply that whoever takes office following the October elections will have to negotiate a fresh
program with the IMF. In order to put the economy on a self-sustaining growth path and regain macroeco-
nomic stability, long-standing structural reforms need to be carried out immediately such as changing the
economic growth model towards export-oriented sectors, expanding the tax base, rationalizing subsidies
on utilities, eliminating losses of public sector enterprises, improving public sector governance, and spend-
ing more on education, healthcare, clean drinking water, etc.

Disclaimer: This publication is for informational purposes only and nothing herein should be construed as a solicitation, recommendation or an offer to buy or sell any fund. All investments in mutual funds are
subject to market risks. The price of units may go up as well as down. Past performance is not necessarily indicative of future results. Please read the Offering Documents to understand the investment policies
and the risks involved. NBP Funds or any of its sales representative cannot guarantee preservation / protection of capital and / or expected returns / profit on investments. The use of the name and logo of National
Bank of Pakistan does not mean that it is responsible for the liabilities/ obligations of the Company (NBP Fund Management Limited) or any investment scheme managed by it.
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Stock Market: Dismal performance of the market over the last six years and challenging economic situation
have shaken the investors’ confidence as manifested by a large 67% contraction in the Price -to-Earnings mul-
tiple from 11.4x at the market peak in May 2017 to the prevailing level of 3.8x. Resumption of IMF program
along with attractive valuations is expected to lead to a healthy market rebound. Historically, improvement
in FX reserves has led to improved market sentiments and hence better stock market returns. From fundamen-
tal perspective, the market is trading at an attractive Price-to-Earnings (P/E) multiple of 3.8x (Bloomberg PE
3.2x), versus historical average of 8.2x. The market also offers a healthy 9-10% dividend yield.

Valuations of Stock Market are attractive IMF Program is critical for building up FX reserves
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Investors with medium to long-term investment horizon are advised to invest in the stock market via our
NBP Stock Funds to capture attractive valuations, whereas risk averse investors can benefit from the high
interest rate environment via our NBP Savings Funds.

Disclaimer: This publication is for informational purposes only and nothing herein should be construed as a solicitation, recommendation or an offer to buy or sell any fund. All investments in mutual funds are
subject to market risks. The price of units may go up as well as down. Past performance is not necessarily indicative of future results. Please read the Offering Documents to understand the investment policies
and the risks involved. NBP Funds or any of its sales representative cannot guarantee preservation / protection of capital and / or expected returns / profit on investments. The use of the name and logo of National
Bank of Pakistan does not mean that it is responsible for the liabilities/ obligations of the Company (NBP Fund Management Limited) or any investment scheme managed by it.
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Stock Market (KSE100 Index) Returns post IMF Program

IMF Program Start Date im 2M 3M 6M

Rapid Financing Instrument Apr 16, 2020 8.6% 8.6% 18.1% 28.2%
Extended Fund Facility Jul 03, 2019 -9.3% -14.6% -6.1% 21.3%
Extended Fund Facility Sep 04, 2013 1.0% 2.3% 11.7% 19.8%
Standby Arrangement Nov 24, 2008 -27.5% -46.3% -36.1% -22.2%
Extended Credit Facility Dec 06, 2001 -1.3% 19.9% 32.5% 32.9%
Standby Arrangement Nov 29, 2000 15.3% 7.7% 8.9% 4.6%

Extended Fund+Credit Facility Oct 20, 1997 -16.0% -14.2% -22.0% -21.6%
Standby Arrangement Dec 13, 1995 3.9% 23.6% 15.2% 19.9%
Extended Fund+Credit Facility Feb 22, 1994 10.5% 2.7% -6.8% -5.9%
Standby Arrangement Sep 16, 1993 6.9% 36.4% 52.3% 96.3%
Median Returns Post IMF Programs 2.4% 5.2% 10.3% 19.9%
Median Returns (Ex-2008) Post IMF Programs 3.9% 7.7% 11.7% 19.9%
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