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After several years of subdued performance during FY17 to FY23, the Pakistan Stock Exchange (PSX) has 
staged a dramatic turnaround. In FY24, the KSE-100 Index delivered record return of 89% in PKR and 94% in 
USD. The momentum continued into FY25, with a return of 60% in PKR and 57% in USD. Over the two-year 
period from July 2023 to June 2025, PSX became the world's best-performing market, posting a cumulative 
return of 203% in PKR and 205% in USD. During the same period, Policy Rate has declined sharply, budget 
deficit has narrowed, current account has turned to a surplus, and inflation has eased significantly. Fitch, 
Moody’s and S&P Global have upgraded the credit rating of Pakistan and the smooth commencement of the 
IMF program strengthened investors’ confidence. 

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 performance of key domestic asset classes for a 
24-year period from July 2001 to June 2025. 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 measured by CPI, has averaged 9.4% per 
annum during the period, and the Pak Rupee has depreciated against the US Dollar by 6.4% per year.

The historical analysis, as given in the Table below depicts that stocks offered the highest nominal and real 
return amongst all the asset classes. An investment of PKR 100 in stocks in July 2001 would be worth PKR 
9,194 by the end of June 2025. During the same period, PKR 100 investment in T-Bills and bank deposits 
would have increased to a paltry PKR 1,006 and PKR 468, respectively.

Historical Performance of Various Investment Avenues

Asset class
US Dollar 

($)
Bank 

Deposit T-bill
Special Savings 

Cer�ficates 
(SSC)

Pakistan 
Investment 
Bonds (PIB)

Capital 
Protected 
Strategy 

(CPS)

Gold
Equity 
(Stock 

Market)

Nominal annualized return 6.4% 6.6% 10.1% 10.3% 11.6% 14.3% 18.1% 20.7%
Average Infla�on 9.4% 9.4% 9.4% 9.4% 9.4% 9.4% 9.4% 9.4%
Real return (adjusted for infla�on) -2.7% -2.5% 0.6% 0.8% 2.0% 4.5% 7.9% 10.3%
Annualized Standard Devia�on (Risk) 8.1% 0.7% 1.4% 6.8% 11.6% 7.6% 18.2% 24.6%
Value of Rs. 100 at the end of 24 years - Nominal value 444 468 1,006 1,051 1,395 2,484 5,383 9,194
Value of Rs. 100 at the end of 24 years - Real value (Net of Infla�on) 51 54 116 121 161 286 621 1,060
Source: SBP, PSX, NSS website, NBP Funds Research

The outcome of the above analysis supports the basic 
notion that there is a positive relationship between risk 
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.

One take away from this analysis is that investors with 
long-term goals like educating their children, owning a 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 short-term investment needs, should invest in bank deposits or in money market / income funds.

Historical Performance of Asset Classes (July 2001 – June 2025) 
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Investment Outlook: Following phenomenal equity 
returns over the past two years, the stock market 
appears well-positioned to deliver healthy gains going 
forward. We believe the broader market uptrend is 
likely to continue, supported by a steady improvement 
in economic conditions under the ongoing IMF 
program. Contributing factors include moderating 
inflation, a stronger external account position, easing 
global commodity prices, and the potential reallocation 
of liquidity from fixed income to equities. We find it 
noteworthy to mention that despite sharp surge in KSE-100 Index, valuations of companies are still attractive, 
as the Price-to-Earnings multiple of the market is 7.3 times, significantly below the long-term average of 7.9x. 
Furthermore, the market offers an attractive dividend yield of 6–7%.

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.
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Asset class
US Dollar 

($)
Bank 

Deposit T-bill
Special Savings 

Cer�ficates 
(SSC)

Pakistan 
Investment 
Bonds (PIB)

Capital 
Protected 
Strategy 

(CPS)

Gold
Equity 
(Stock 

Market)

Nominal annualized return 6.4% 6.6% 10.1% 10.3% 11.6% 14.3% 18.1% 20.7%
Average Infla�on 9.4% 9.4% 9.4% 9.4% 9.4% 9.4% 9.4% 9.4%
Real return (adjusted for infla�on) -2.7% -2.5% 0.6% 0.8% 2.0% 4.5% 7.9% 10.3%
Annualized Standard Devia�on (Risk) 8.1% 0.7% 1.4% 6.8% 11.6% 7.6% 18.2% 24.6%
Value of Rs. 100 at the end of 24 years - Nominal value 444 468 1,006 1,051 1,395 2,484 5,383 9,194
Value of Rs. 100 at the end of 24 years - Real value (Net of Infla�on) 51 54 116 121 161 286 621 1,060
Source: SBP, PSX, NSS website, NBP Funds Research
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