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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.

Recent developments indicate a potential breakthrough in U.S.–Iran negotiations, particularly around the Strait of 
Hormuz, raising expectations of easing geopolitical tensions. Reflecting this optimism, Brent crude prices have corrected 
sharply by around USD 10/bbl to approximately USD 100/bbl, down from recent peaks near USD 120/bbl. Global 
markets, including Pakistan’s equity market have responded positively to this development. Pakistan’s latest trade data 
highlights the country’s sensitivity to oil prices, with the April 2026 trade deficit widening to USD 4.07bn—the highest 
since June 2022—driven by a sharp 28.4% MoM increase in imports to USD 6.55bn. This underscores the strong 
historical relationship between oil prices and Pakistan’s external account pressures (Graph 1).

In response to these risks, the State Bank of Pakistan increased the policy rate by 100 bps to 11.5% in its latest MPC 
meeting. While this rate hike underscores near-term macro pressures, it also indicates that a significant portion of the 
required policy adjustment has now been front-loaded. Importantly, despite elevated spot prices, oil futures remain 
downward sloping (Graph 2), suggesting that markets expect a normalization in energy prices over the medium term. 
Even though monetary policy has tightened, forward rate expectations are beginning to anchor—typically a constructive 
signal for equities as geopolitical risks ease and external pressures moderate.

Key Triggers for the Stock Market

• Easing geopolitical tensions over the coming weeks could lead to a reversal of recent risk-off sentiment, supporting 
a recovery in equity markets. 

• Potential easing of sanctions on Iran remains an important medium-term catalyst. While the direct pricing advantage 
versus existing LNG contracts may be limited, improved energy diversification and supply stability would reduce 
Pakistan’s vulnerability to external shocks. This will also enhance Pakistan’s diplomatic positioning and contribute 
to greater stability in key border regions, supporting overall investor confidence.

• Valuations: The KSE-100 Index is currently trading at ~7.5x forward earnings, below its long-term average of ~8x, 
leaving room for re-rating as uncertainty subsides

• Liquidity: Despite recent monetary tightening, fixed income returns remain in the ~10%–11% range, while real 
estate activity continues to stay muted, supporting the relative attractiveness of equities and potential reallocation of 
incremental savings toward this asset class.

NBP Islamic Gold Fund: Portfolio Stability Option with Enhanced Risk-Adjusted Returns 
In line with the evolving global investment landscape, where gold is transitioning from a tactical hedge to a core strategic 
asset, and as part of NBP Funds’ commitment to offer a diverse range of investment solutions aimed at enhancing 
risk-adjusted portfolio returns, NBP Funds has launched its Gold Fund to provide investors with a convenient avenue to 
gain exposure to this asset class. Structural drivers—most notably sustained central banks buying at historically elevated 
levels globally—underscores the growing importance of gold in global reserves, reflecting a shift towards diversification 
away from traditional financial assets. Global central banks are increasingly shifting reserves from US dollars to gold, 
reflecting a structural change in trust and diversification priorities (Graph 3). 
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For local investors, gold has delivered robust returns in PKR terms over time (Graph 4), demonstrating its effectiveness as 
a hedge against currency depreciation and inflation. Moreover, portfolio analysis indicates that even a modest allocation 
to gold alongside equities and fixed income can meaningfully enhance long-term risk-adjusted returns and overall 
portfolio stability (Graph 5). Against this backdrop, the NBP Gold Fund is designed to enable investors to incorporate 
gold into their portfolios in a disciplined manner, supporting diversification and long-term wealth preservation 
objectives.
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Graph - 4: Gold Return (PKR)

Source: Bloomberg - CAGR for the period is 20.2% p.a.

Graph - 3: Gold reserves have exclipsed adjusted dollar reserves
Real Dollar Reserve Demand now Lower than Gold Demand
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NGSLF NGSLF 70%
NSF 20%
Gold 10%

Gold NSF

Annualized Return                     10.5%                      13.7% 16.7%           20.9%
Annualized STDEV (Risk)             1.5%                        4.9% 19.6%           21.6%

Value of
Rs.100

Graph - 5: Performance of PKR 100 over 15 years - Nominal (January 2011 to April 2026)

Source: MUFAP, Bloomberg & NBP Funds Research
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Graph - 4: Gold Return (PKR)

Source: Bloomberg - CAGR for the period is 20.2% p.a.
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Graph - 5: Performance of PKR 100 over 15 years - Nominal (January 2011 to April 2026)

Source: MUFAP, Bloomberg & NBP Funds Research


