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Pakistan Market: Off to a good start
After a prolonged period of lackluster returns, the market could not
have asked for a better beginning to the year, recording monthly
gain of 8.8%MoM in Jan'18 (the highest return in Jan since 2008).
Foreign buying remained the most dominant of factors behind the
recovery with foreigners purchasing equities worth US$85.7mn
during the month. This in addition to : 1) GoP supporting rupee
flexibility and plans to implement tax reforms ahead of general
election and 2) an unexpected rate hike of 25bps in Jan'18 MPS
furthering sentiments in index heavyweight banks, supported market
performance. The performance chart included: Pharmaceuticals
(+18.4%MoM on GoP's approval of linking drug prices to CPI),
Cements (+17.2%MoM on restriction on expansions particularly in
Punjab following SC's order allaying concerns on price war), Oil
Marketing Companies (+10.2%MoM on stability of FO demand post
shutdown of FO based plants) and Commercial banks (+9.5%MoM
on earlier than expected reversal in interest rates) topping the list.
Going forward, KSE-100 is expected to continue posting positive
returns however gains may be more tepid now given the swift pace
of recovery. That said, bouts of volatility cannot be ruled out over
political noise. In this backdrop, we reiterate a thematic approach
maintaining our preference for LUCK, OGDC, ASTL, NML, EFERT,
PSO and INDU.
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News and Views

According to the Fiscal Policy Statement 2017-18 that the Finance
Ministry has tabled in the lower house of Parliament stating the intention
for 26 per cent equity stake in Pakistan International Airlines along with
management control to a private strategic partner. Additionally, the GoP
has begun working on a business plan to restructure the airlines with an
aim to reduce its losses, which currently stand at over Rs326 billion.

(Index)

(share mn)
950

53,000

850

51,000

750

49,000

650

47,000

550

45,000

450

43,000

350

41,000

250

39,000

150

37,000

50

35,000

-50

33,000

Jan-17
Feb-17
Mar-17
Apr-17
May-17
Jun-17
Jul-17
Aug-17
Sep-17
Oct-17
Nov-17
Nov-17
Dec-17
Jan-18

Based on statements made by officials including President Donald Trump,
Pakistan may face a considerable cut in US assistance based on
disagreement over the US's unilateral move to recognize Jerusalem as
Israel's capital.

Volume (LHS)

SBP sold MTB's worth PkR1.15 trn after it received receives bids worth
PkR1.863 trn for 3M tenor. Additionally, no bids in 6M and 12M Instruments
were received in the first auction since it raised rates in the MPS last
week. Cut-off yield for the issue was set at 6.21% vs. 5.91% under the
last auction.
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After a prolonged period of lackluster returns, the market could not
have asked for a better beginning to the year, recording monthly gain
of 8.8%MoM in Jan'18 (the highest return in Jan since 2008). Foreign
buying remained the most dominant of factors behind the recovery
with foreigners purchasing equities worth US$85.7mn during the
month. This in addition to : 1) GoP supporting rupee flexibility and
plans to implement tax reforms ahead of general election and 2) an
unexpected rate hike of 25bps in Jan'18 MPS furthering sentiments
in index heavyweight banks, supported market performance. The
performance chart included: Pharmaceuticals (+18.4%MoM on GoP's
approval of linking drug prices to CPI), Cements (+17.2%MoM on
restriction on expansions particularly in Punjab following SC's order
allaying concerns on price war), Oil Marketing Companies (+10.2%MoM
on stability of FO demand post shutdown of FO based plants) and
Commercial banks (+9.5%MoM on earlier than expected reversal in
interest rates) topping the list. Going forward, KSE-100 is expected
to continue posting positive returns however gains may be more
tepid now given the swift pace of recovery. That said, bouts of volatility
cannot be ruled out over political noise. In this backdrop, we reiterate
a thematic approach maintaining our preference for LUCK, OGDC,
ASTL, NML, EFERT, PSO and INDU.
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Pakistan Market: Off to a good start

Source: PSX & AKD Research

Sector Performance: The performance chart at the mainboard was led
by Pharmaceuticals that gained 18.4%MoM on ECC's approval of linking
drug prices to CPI. Following on, positive momentum was also seen in
Cements (+17.2%MoM on restriction on expansions in Punjab following
SC's order), Oil Marketing Companies (+10.2%MoM on stability of FO
demand post shutdown of FO based plants), Commercial banks (+9.5%MoM
on earlier than expected reversal in interest rates), Fertilizers (+8.4%MoM
on anticipated strong results following higher prices during the Rabi
Season). Textiles also remained in limelight in anticipation of further
www.akdsecurities.net

Jan18: Sector Performance
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Jan18: FIPI vs. LIPI (US$mn)
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Foreign participation makes way for strong recovery: Marking the
highest monthly inflow since Apr'14, Jan'18 witnessed net FIPI inflow of
US$85.7mn. Sectors that attracted the most interest included Cements
and Commercial banks together making up US$53.1mn (or ~62%) of the
total inflows during the month. On the local front, while institutions were
active on the selling side (Banks/DFIs, Mutual Funds and insurance
companies selling US$~105mn), individuals remained buyers (net buy of
US$15.6mn) during the month.
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devaluation prospects alongwith possibility of another export package
(rationalization of gas tariffs, reduction of electricity tariffs) on cards. On
the other hand, Oil&Gas Exploration lost momentum ending up marginally
positive (+0.99%MoM) where below average result announcement by POL
dented sentiments.

Source: NCCPL & AKD Research

Investment Perspective: KSE-100 is expected to continue posting positive
returns however gains may be more tepid now given the swift pace of
recovery. Near term outlook remains dependent on the earnings seasons
with sectors like Oil&Gas Exploration, Textiles, and Fertilizers expected to
post healthy growth. More pertinent however will be the trend of foreign
flows in determining market direction accordingly. We prefer LUCK, OGDC,
ASTL, NML, EFERT, PSO and INDU.
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Disclosure Section
Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any
securities or other financial instrument and is for the personal information of the recipient containing general information only.
AKD Securities Limited (hereinafter referred as AKDS) is not soliciting any action based upon it. This report is not intended to
provide personal investment advice nor does it provide individually tailored investment advice. This report does not take into
account the specific investment objectives, financial situation/financial circumstances and the particular needs of any specific
person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and implementing
investment strategies discussed or recommended in this report and should understand that statements regarding future prospects
may not be realized. AKDS recommends that investors independently evaluate particular investments and strategies and it
encourages investors to seek the advice of a financial advisor.
The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives.
The securities or strategies discussed in this report may not be suitable for all investors, and certain investors may not be eligible
to purchase or participate in some or all of them.
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Reports prepared by AKDS research personnel are based on public information. AKDS makes every effort to use reliable,
report have not been reviewed by and may not reflect information known to professionals in other business areas of AKDS
including investment banking personnel. AKDS has established information barriers between certain business groups maintaining
complete independence of this research report.
This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any
proposed offering of securities or as agent of any issuer of any securities. Neither AKDS, nor any of its affiliates or their research
analysts have any authority whatsoever to make any representation or warranty on behalf of the issuer(s). AKDS Research
Policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by
an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.
We have taken all reasonable care to ensure that the information contained herein is accurate, up to date, and complies with
all prevailing Pakistani legislations. However, no liability can be accepted for any errors or omissions, or for any loss resulting
from the use of the information provided as any data and research material provided ahead of an investment decision are for
information purposes only. We shall not be liable for any errors in the provision of this information, or for any actions taken in
reliance thereon. We reserve the right to amend, alter, or withdraw any of the information contained in these pages at any time
and without notice. No liability is accepted for such changes.
Stock Ratings
Different securities firms use a variety of rating terms as well as different rating systems to describe their recommendations. A
rating system which uses similar terms such as Buy, Accumulate, Neutral, Reduce and Sell is not equivalent to our rating system.
Investors should carefully read the definitions of all ratings used in each research report. In addition, research reports contain
information carrying the analyst's view and investors should carefully read the entire research report and not infer its contents
from the rating ascribed by the analyst. In any case, ratings or research should not be used or relied upon as investment advice.
An investor's decision to buy, sell or hold a stock should depend on individual circumstances (such as the investors existing
holdings or investment objectives) and other considerations. Please see our table below for ratings definitions which are based
on price returns.

Rating Definitions
Buy

> 20% upside potential

Accumulate

> 5% to < 20% upside potential

Neutral

< 5% to > -5% potential

Reduce

< -5% to > -20% downside potential

Sell

< -20% downside potential
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Analyst Certification of Independence
The analysts hereby certify that their views about the companies and their securities discussed in this report are accurately
expressed and that they have not received and will not receive direct or indirect compensation in exchange for expressing
specific recommendations or views in this report.
The research analysts, strategists or research associates principally having received compensation responsible for the preparation
of this AKDS research report based upon various factors including quality of research, investor client feedback, stock picking,
competitive factors and firm revenues.
Disclosure of Interest Area
AKDS and the authoring analyst do not have any interest in any companies recommended in this research report irrespective
of the fact that AKD Securities Limited may have, within the last three years, served as manager or co-manager of a public
offering of securities for, or currently may make a primary market in issues of, any or all of the entities mentioned in this report
or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to
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the investment concerned or a related investment.
Regional Disclosures (Outside Pakistan)
The information provided in this report and the report itself is not intended for distribution to, or use by, any person or entity in
any jurisdiction or country where such distribution or use would be contrary to law or regulation or which would subject AKDS
or its affiliates to any registration or licensing requirements within such jurisdiction or country.
Furthermore, all copyrights, patents, intellectual and other property in the information contained in this report are held by AKDS.
No rights of any kind are licensed or assigned or shall otherwise pass to persons accessing this information. You may print
copies of the report or information contained within herein for your own private non-commercial use only, provided that you do
not change any copyright, trade mark or other proprietary notices. All other copying, reproducing, transmitting, distributing or
displaying of material in this report (by any means and in whole or in part) is prohibited.
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