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Equity Market Review 

During the last month of the year, the equity market witnessed a nascent recovery from the preceding 

downfall as the benchmark index rose by 1.7% MoM. The index touched a low of 28927.04, high of 

36,228.88 points and closed at 32,816 points, leading to cumulative return of 2.13% in CY2015 and -4.6% 

in 1HFY16. Despite earning meager 2.1%, KSE-100 index remained second best performing index after 

China in Asia and ranked 4th best performing market in FM. Though performance of the equity market 

remained shaky during the year, market participation improved drastically as evident from ADTV, which 

marked an improvement of 18% YoY from 209mn shares/day to 246mn shares/day. 

Key reasons for lackluster performance of the market during the year were 1) rift among political 

parties, 2) pressure on brokers to comply with new regulation 3) tension between civil and military 

relationship, 4) foreign out-flow from EM & FM (including Pakistan) ahead of expectations of upward 

revision in Fed interest rate and 5) fundamental weakness due to earnings downgrade (Oil & Gas sector: 

due to lower oil prices, Banks: due to declining interest rate). 

As a result of out-flow from EM & FM markets, Pakistan equities also faced out-flow of foreign 

investments which clocked in at USD 315.2mn as compared to in-flow of USD 382.54mn in CY14. 

Whereas confidence and participation of local investors improved in CY15 as indicated by trends in LIPI; 

Mutual Funds, NBFCs and Individual investors recorded net buying of USD 172.29mn, 106.65mn and 

83.65mn respectively, while Banks/DFIs and broker’s proprietary accounts recorded net selling of USD 

57.42mn and 25.51mn respectively. Sector wise trends show that major out-flow of foreign investments 

was witnessed in Oil & Gas exploration, fertilizers and Banking sector. 

Sector wise performance shows that Pharmaceuticals & biotech was the top performing sector which 

yielded 17% return during the year. Autos, Chemicals & Construction sectors yielded 13% return (each) 

and Electricity and tobacco earned 10% and 7% respectively. On the negative side, Oil & Gas, Banks and 

Personal goods marked negative returns of 31%, 16% and 14% respectively. 

Going forward, the USD 46bn CPEC is expected to boost the economic activity in the country. We expect 

construction (Cements & Steel) and autos sector to benefit from the projects of CPEC. Earnings growth 

in these sectors combined with high dividend yield of power sector are positive triggers for immediate 

recovery of the equity market. Improved macroeconomic stability and KSE-100’s possible reclassification 

to MSCI Emerging Market Index will also drive the index forward. 

Money Market Review 

The state bank of Pakistan conducted two T-Bill auctions and one PIB auction during the month of 

December. The first T-Bill auction was held on 9th December 2015 in which the bank accepted an  



 

 

 

amount of PKR 85bn against the target of 150bn and maturity of 142.63bn. The yields remained the 

same as compared to previous auction; cutoffyields for 3M and 6M were 6.3933% and 6.3946% 

respectively while bids for 12M tenor were rejected. 

The second t-Bill auction was held on 23th December 201, in which SBP accepted an amount of PKR 

25bn against the target of PKR 125bn and maturity of PKR 107.85bn. The bids of 3M and 6M tenor were 

accepted at same cutoffyields as in previous auction whereas bids for 12M tenor were rejected. The 

cutoffyield for 3M, 6M and 12M tenor were 6.3374%, 6.3637% and 6.3914% respectively. 

The SBP conducted PIB auction on 16th December and accepted an amount of PKR 32.825bn against the 

target of 50bn. The yields for 3-year, 5-year and 10-year tenors stand at 7.0251%, 7.9997% and 9.1011%, 

respectively. 

Economic Snapshot 

CPI for the month of Dec-15 clocked in at 3.19% vs. November reading of 2.7% YoY. While CPI for 

5MFY16 clocked in at 2.1% YoY as compared to 6.1% in 6MFY15. On a MoM basis, CPI clocked in at -

0.6% vs. 0.6% MoM in Nov-2015, mainly on account of decline in prices of perishable food items. 

For the month of Nov, current account deficit settled at USD216mn, down by 51% M/M, on account of 

20% lesser income payments and 9% higher current transfers. Cumulatively, 5MFY16 Current Account 

registered a deficit of USD 1bn, down massively by 59% YoY relative to USD 2.5bn registered in the same 

period last year. The remarkable improvement is primarily due to 1) lower trade deficit of USD 7.5bn vs. 

USD 8.7bn in 5MFY15, 2) service balance deficit reducing to USD 688mn from USD 1.2bn owing to higher 

payments from Coalition Support Fund, 3) increase in remittance to USD 8.1bn vs. USD 7.5bn in 5MFY15. 

On the -flip side, Exports of Goods showed a decline of 11% YoY to USD8.8bn in 5MFY16 which can be 

attributed to sharp decline in commodity prices (Sugar, Rice and Cotton falling under major export 

categories) and slowdown in global economies. While cumulative capital account stood at USD182mn, 

significant in-flows from the multi-lateral agencies along with deployment of funds under CPEC resulted 

in Financial account surplus of USD383mn in November making cumulative surplus on the financial 

account for the 5MFY16 at USD 1.6bn, up 15% YoY, summing up overall Balance of Payment at a surplus 

of USD837mn in 5MFY16 as against a deficit of USD901mn witnessed 5MFY15. This has enabled 

Pakistan’s foreign exchange reserves to sum up to 16.91bn for 5MFY16 vs. USD9.64bn in 5MFY15, up by 

whopping 75%. 

The local currency did not show further depreciation for the month of Dec, rather it appreciated by 

0.57%, however PKR depreciated by 4.7% in CY15 and 3.15% in 6MFY16. 

Most notable economic developments throughout the year were rate hike of 25bps by US Fed, OPEC’s 

indecision on managing supply plunged the Oil prices in Brent to ~35.5%, Pakistan and China entering  



 

 

 

into USD46bn worth of agreements under CPEC, Pakistan’s inclusion in the MSCI EM Index review list for 

2016. 

Looking ahead, we believe Pakistan macros are treading towards significant improvement as evident 

from lower CPI reading, favorable figures in external account and smooth progress on disbursement of 

USD500mn by IMF upon completion of the 9th review, will likely keep economic scenario positive and 

rejuvenate investor sentiments. 

 


