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During the holiday shortened outgoing week, the rally at the local bourse that started off of 
the low of 37,067 points hit on December 31, 2018 took a breather, with the benchmark 
KSE 100 Index marginally declining by 225 points (0.5%) on a week-on-week basis. The 
market commenced the week on a strong note as the benchmark KSE 100 Index rose by 
1.2% on the �rst starting day however; it lost momentum and closed in the red during the 
remaining three consecutive trading days of the week. Amid lack of any positive trigger, the 
skittish local investors preferred to sell as the strategy of selling the rally and buying the dip 
has worked well in the recent past. Regarding the IMF programme, the Federal Revenue 
Minister in a press conference on Thursday stated that we are in contact with the IMF and 
there is some improvement in the earlier conditions set by them. He further said that we 
will sign the programme when we feel it is not going to give a shock to the economy or put 
additional burden on the masses. This statement was interpreted as a further delay in the 
IMF programme, which the market thinks is indispensable to address the external account 
vulnerability and also to restore the macroeconomic stability. 

Looking at the participant-wise activity during the outgoing week, along with Individual 
investors and Insurance Companies each buying USD 5 million, Foreigners remained net 
buyers in the market, accumulating fresh position to the tune of USD 12 million. On the 
contrary, Mutual Funds emerged as large sellers in the market, of�oading equities worth 
USD 23 million. 

Looking forward, from the valuation perspective, the stock market is trading at an attractive 
Price-to-Earnings (P/E) multiple of 8.3. In our view, corporate earnings are expected to 
grow at a healthy double-digit rate for the next two years. There is abundant local liquidity 
sitting on the sidelines to enter the market, awaiting further clarity on the policies to address 
current and �scal accounts vulnerabilities. We expect signi�cant improvement in the external 
account in the coming months as the impact of recently undertaken policy measures 
kicks-in. Above all, as the currency is nearing its equilibrium value, we expect a sizable 
foreign portfolio in�ow during CY2019. Given our sanguine view on the market, we advise 
investors to hold on to their position in equities as frequent exit and entry often end up 
missing out on the best performing days of the market, resulting in a drag on the investment 
value. 
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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. Past performance is not necessarily indicative of future results. Please read the Offering Documents to understand the investment policies and the risks involved. 
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(Price to Earning Multiple of 8.3)


