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Will the Stock Market bull run continue? A Historical Perspective

The dream run continues in Pakistan Stock Exchange (PSX), as the KSE-100 index has made history in
November 2024 by breaking the much hyped 100,000 level, closing at 101,357 points. The month of
November delivered the highest ever gain of 12,391 points for a single month in the PSX history.

This extraordinary performance is underpinned by a confluence of factors that have propelled the market
to new heights. Notably, adherence to the International Monetary Fund (IMF) program, controlled Current
Account Deficit (CAD), rising Forex reserves, declining inflation and subsequently the interest rates have

created an environment ripe for equity investments. Additionally, share repurchases and strategic
acquisitions have further bolstered the market's allure.

Understanding the Bull Cycles in the Stock Market: The history of the Pakistan Stock Exchange (PSX)

shows that market recoveries and bull runs typically last much longer than bear markets, reflecting the
market's resilience over time. We identify three distinct bull market cycles:

First Bull Cycle (2001-2008), 6+ vears: From Dec 2001 to April 2008, the stock market (KSE-100) provided

a cumulative return of 1086%. As per Bloomberg, the market’s valuation (P/E ratio) stood at 13.4x at market
peak (April 2008).

KSE-100 Index from December 2001 to November 2024
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*Bloomberg data for market PE(f) is available since Feb-06, ** Current PE for November 29, 2024, Source: PSX, Bloomberg

Second Bull Cycle (2009-2017), 8+ years: From January 2009 to May 2017, the market provided a return

of 998%. At the market bottom (Jan 2009), stock market PE as per Bloomberg stood at 3.7x, whereas at the
peak (May 2017) the stock market PE stood at 11.6x.

Third Bull Cycle (2020-Present), 4+ years: From March 2020 to date, the market has provided a return of
272%. At the market bottom (March 2020, Covid Pandemic), stock market PE as per Bloomberg stood at
4.6x, whereas at present which is also the market peak (Nov 2024), the stock market PE stands at 5.2x.

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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Bloomberg forward Price-to-earnings (PE)

Period Market Return  PE at market bottom  PE at market peak
Cycle-1 Dec-01to Apr-08 1086% N/A * 13.4
Cycle-2 Jan-09 to May-17 998% 3.7 11.6
Cycle-3 Mar-20 to-Date 272% 4.6 5.2 **
*Bloomberg data for market PE(f) is available since Feb 06, ** Current PE for November 29, 2024, Source: PSX, Bloomberg

What All This Means for Investors

e Bull Runs Have Staying Power: Past bull markets have lasted 7-8 years, and we are in middle of current
one as about 4.7 years have elapsed.

e Valuations Are Still Attractive: Even after recent gains, the market is trading at valuations (P/E ratio) well
below historical peaks (11x-13x).

e Psychological Barriers: The 100,000 index level may seem daunting, but it's important to focus on the
market’s underlying value rather than just the index numbers.

lnvestlng for the LOI‘Ig Haul - The NBP Relative Performance of NBP Stock Fund Vs. Various Asset Classes
Stock Fund Advantage: Well managed Growth in value of Rs.100 from January 2011 to November 2024

equity mutual funds provide better returns

to their investors than the stock market and (E100 Index
other asset classes including real estate and N8P Sarmaya 1o Fund (NSIF)
gold. For performance comparison, we ol
have used the index provided by Lahore realestate [
zameen.com for the performance of the NBP Islarmic Savings Fund (NEP-SF)

real estate sector. As a case in point, our Special Savings Certificates

flagship equity fund, NBP Stock Fund (NSF) Inflation (CPI)

has out-performed the stock market by vso [

360% over the last 14 years (from January Karachi Real estare - [EEREED

2011 till November 2024) by earning a Bank Depostc [ EETE

return of 1103% versus 743% rise in the Source: SBP, PSX, MUFAP, Bloomberg, zameen.com, NSS website

stock market. It is also pertinent to mention

here that during the same period, NSF has outperformed gold by 599%. An investment of Rs.100 in NBP
Stock Fund 14 years ago would have grown to Rs.1,203 today, whereas an investment of Rs.100 in the
stock market (KSE-100 Index) and gold 14 years ago would be worth Rs.843 and Rs.604 today,
respectively. This out-performance of the NBP Stock Fund is net of management fee, and all other
expenses.

In conclusion, we advocate for investors with a medium-to-long-term horizon to consider the historical
lessons outlined above. The investors should not be fazed by the 100,000 points index level but instead
should focus on valuation, which remain attractive. Furthermore, our NBP Stock Funds, with a proven
track record of outperforming the stock market in the long-term, present a compelling opportunity for
investors seeking exposure to equities. Thus, we recommend investors with medium to long-term
investment horizon to consider NBP stock funds to take exposure into equities. Investors in equity or equity
funds are advised to remain patient and not panic and sell when the stock market declines. The lesson of
history is that the stock market is volatile, but provides a higher return than other asset classes over the
long-term. We advise investor to consider investing in NBP stock 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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*Bloomberg data for market PE(f) is available since Feb-06, ** Current PE for November 29, 2024, Source: PSX, Bloomberg
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Bloomberg forward Price-to-earnings (PE)
Period Market Return  PE at market bottom  PE at market peak
Cycle-1 Dec-01to Apr-08 1086% N/A * 13.4
Cycle-2 Jan-09 to May-17 998% 3.7 11.6
Cycle-3 Mar-20 to-Date 272% 4.6 5.2 **

*Bloomberg data for market PE(f) is available since Feb 06, ** Current PE for November 29, 2024, Source: PSX, Bloomberg
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