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Stock Market Prospects As KSE-100 Scales New Highs

The equity market had a spectacular run-up during FY24, as the benchmark KSE-100 index posted an 
annual return of 89% in PKR terms, while in USD terms, the return was 94%, as PKR appreciated against 
the US dollar. This helped PSX become the best performing market in the world in FY24. The strong 
momentum in equities has continued during the first four months of FY25, as the KSE-100 Index has 
delivered a healthy return of 13.4%. In the process, the benchmark Index is scaling new highs with KSE-100 
settling close to the psychological barrier of 90,000 level. 

Notwithstanding the robust performance, the stock market in our opinion still offers considerable upside 
potential to investors due to a host of reasons. Foremost, the successful signing of Staff-Level Agreement 
(SLA) and a longer and larger new program instils confidence, and unlocks the potential for critical foreign 
funding sources. This extended program has also made Pakistan eligible for a concessionary 
climate-related funding, for which the country has made a request of USD 1 billion. Moreover, the 
anticipated further decline in interest rates in upcoming monetary policies create a favourable environment 
for equity investments. Active corporate activity such as share repurchases and acquisitions at significant 
premiums, form a compelling landscape that presents opportunities for both domestic and international 
investors seeking to capitalize on Pakistan's vibrant stock market.

The latest CPI reading for the month of October-24 stood at 7.2%, which is the 3rd consecutive month with 
single digit inflation. Considering the current low level of inflation and anticipated trajectory, we expect 
more easing in the upcoming monetary policies, given still elevated Policy Rate prevailing in the country. 
Smart investors have started to position themselves for the impending interest rates cuts due to soft 
inflationary trend, and are gradually building positions in equities. Further decline in interest rates will 
trigger a strong shift of liquidity towards equities. Current account deficit (CAD) outlook appears benign 
due to moderating demand, decline in international commodity prices, and healthy growth in overseas 
workers’ inflows. The reported CAD for 1QFY25 has decreased to USD 98 million vs. USD 1,241 million 
SPLY, and resultantly foreign exchange reserves have risen to over USD 11 billion.

Investment Case for NBP Islamic Energy Fund (NIEF): We would like to draw our investors’ interest to our 
NBP Islamic Energy Fund (NIEF). NIEF is strategically concentrated in energy sector stocks, including Oil & 
Gas Exploration, Oil & Gas Marketing, Power Generation, and Refineries, which are essential to Pakistan's 
economic viability. Under the last IMF SBA and the ongoing IMF program, one of the key areas of focus 
remain the sustainability in the energy, particularly in the gas sector. With substantial gas price hikes
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implemented by government in the last 2 years, the cashflows of the Oil & Gas Exploration sector are at 
record highs. Furthermore, the ongoing reforms, like addressing circular debt and improving energy sector 
efficiencies, are expected to boost the Fund’s performance, while unlocking potential for massive payouts. 
It is pertinent to note that cumulative profitability of NIEF's constituent companies have more than 
quadrupled from FY20 (PKR 130 bn) to FY24 (PKR 549 bn). While at the same time, the current PE ratio of 
NIEF is merely 4.0x, compared to the KSE-100 and KMI-30 PE of 5.0x and 4.8x, respectively, which shows 
that NIEF is trading at a significant discount.
 
In conclusion, we recommend investors to build equity positions, through our NBP Islamic Energy Fund, to 
capture better expected returns due to improvement in the energy landscape of the country. NIEF has a 
strong track record of outperforming the stock market in the long-run.

As of October 31, 2024 
1 Year 2 Year 3 Year 

NBP Islamic Energy Fund 70.8% 133.3% 116.9% 
Benchmark KMI-30 Index 51.6% 92.9% 79.5% 
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