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Historical Performance of Various Investment Avenues

The last six years have been challenging for the stock market as it fell by 21.6% from its peak on May 24,
2017 of 52,876 points till 30th June 2023. This subdued performance came after a phenomenal run posted
after the 2008 financial crisis, where the KSE-100 Index surged by around 1000% over the next 8 years. By
the end of June 2023, Pakistan secured a critical IMF Stand-By Arrangement (SBA) of USD 3.0bn after
which the KSE-100 Index has posted a single month return 15.9%, which translates to highest ever monthly
gain of 6,582 points for the month of July-23. Looking at the long-term performance of the stock market, it
is evident that such periods with depressed returns do not stay forever. In the long run, stocks have outper-
formed all other asset classes. Historical market data cannot predict the future but it is still a useful guide
to understand the potential risks and rewards for investors. With that in mind, we examine past perfor-
mance of key domestic asset classes for a 22-year period from August 2001 to July 2023. We have included
seven asset class categories for which long-term data is available: Treasury Bills, Bank Deposits, National
Savings Schemes (NSS), Pakistan Investment Bonds (PIBs), Stocks, US Dollar and Gold. Inflation, as mea-
sured by CPI, has averaged 10.7% per annum, and the Pak Rupee has depreciated against the US Dollar by
7.1% per year over the last twenty-two years.

The historical analysis, as given in the Table below depicts that stocks offered the highest nominal and real
return amongst all financial asset classes. An investment of PKR 100 in stocks in August 2001 would be
worth PKR 3,909 by the end of July 2023. During the same period, PKR 100 investment in bank deposits
and T-Bills would have increased to a paltry PKR 375 and PKR 716, respectively.

Historical Performance of Asset Classes (August 2001 — July 2023)

Special Savings  Pakistan Capital Equit
Bank  US Dollar : P . 8 Protected quity
Asset class i T-bill Certificates Investment Gold (Stock
Deposit ($) Strategy
(SSC) Bonds (PIB) Market)
(CPS)
Nominal annualized return 6.2% 7.1% 9.4% 10.0% 10.9% 13.0% 17.2% 18.1%
Average Inflation 10.7% 10.7% 10.7% 10.7% 10.7% 10.7% 10.7% 10.7%
Real return (adjusted for inflation) -3.2% -2.4% -0.3% 0.3% 1.1% 3.1% 6.9% 7.7%
Annualized Standard Deviation (Risk) 0.6% 8.1% 1.2% 6.6% 11.9% 7.5% 18.5% 24.8%
Value of Rs. 100 at the end of 22 years - Nominal value 375 448 716 809 967 1,476 3,303 3,909
Value of Rs. 100 at the end of 22 years - Real value (Net of Inflation) 49 59 94 107 127 194 435 515

Source: SBP, PSX, NSS website, NBP Funds Research

The outcome Of the above analysis Supports the basic NOMINAL RETURN — Bank Deposit ”75_3/}5’ T-Bill —SSC —PIB —CPS — Gold —Equity

Annualized Return 6.2% 9.4% 10.0% 10.9%  13.0% 17.2% 18.1%
Annualized STDEV (Risk) 0.6% 8.1% 1.2% 6.6% 11.9% 7.5% 18.5% 24.8%

notion that there is a positive relationship between risk > e
and return, meaning higher the risk the higher the

return. In line with the expectation, stocks exhibited

the highest volatility, and bank deposits and T-Bills ***
have the lowest risk. The analysis also shows that over
a long investment horizon, stocks delivered the highest
return.
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house, or saving for retirement should have some portion of their assets invested in stocks, preferably
through stock mutual funds, while investors with low-risk appetite and for short term investment needs,
should invest in bank deposits or in money market / income 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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Investment Outlook: The re-entry into the IMF program has come at a crucial time as the reserves had
reached precariously low levels. Historically, improvement in FX reserves has led to improved market senti-
ments and hence higher stock market returns. This development will also enable the country to access
funds from other international lenders more easily, providing much needed external financing support. That
said, it is important that appropriate policies are undertaken, as the absence of reforms can once again put
the country in a difficult situation.

From a fundamental perspective, the market is trading at an attractive Price-to-Earnings (P/E) multiple of
4.1, versus historical average of 8.2x. The market also offers a healthy dividend yield of around 10%. Look-
ing at the fundamentals, the listed companies are poised to exhibit healthy double-digit growth in FY23 and
FY24 despite imposition of super-tax.

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 by investing in 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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Historical Performance of Asset Classes (August 2001 — July 2023)

Capital

Bank  US Dollar ) Specm.l .Savmgs Pakistan Protected Equity

Asset class . T-bill Certificates  Investment Gold (Stock
Deposit ($) Strategy
(SSC) Bonds (PIB) Market)
(CPS)

Nominal annualized return 6.2% 7.1% 9.4% 10.0% 10.9% 13.0% 17.2% 18.1%
Average Inflation 10.7% 10.7% 10.7% 10.7% 10.7% 10.7% 10.7% 10.7%
Real return (adjusted for inflation) -3.2% -2.4% -0.3% 0.3% 1.1% 3.1% 6.9% 7.7%
Annualized Standard Deviation (Risk) 0.6% 8.1% 1.2% 6.6% 11.9% 7.5% 18.5% 24.8%
Value of Rs. 100 at the end of 22 years - Nominal value 375 448 716 809 967 1,476 3,303 3,909
Value of Rs. 100 at the end of 22 years - Real value (Net of Inflatiol 49 59 94 107 127 194 435 515

Source: SBP, PSX, NSS website, NBP Funds Research
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