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Election 2018: PTI hits it out of the park!
A new day beckons! Breaking the two party hegemony, the
Pakistan Tehreek-e-Insaaf (PTI) looks set to form the government
at the Center, having grabbed 113 National Assembly (NA) seats,
as per provisional results. With Punjab too close to call,
governance will be a key question particularly in the event of
PML-N forming the govt. in the province  a lot will hinge on
independents in this case. That said, with the PTI closing in on
a strong NA mandate (albeit with some coalition partners), the
market is likely to cheer the result as a hung parliament had
seemingly been priced in previously. In its initial days, the PTI
govt. will have to grapple an economy with a burgeoning current
account deficit (5.7% of the GDP in FY18), dwindling FX reserves
(SBP reserves: US$9.1bn as of Jul 1318) and narrow tax base
(less than 1% of the population files tax return). Much will depend
on the initial realistic roadmap while from the markets vantage,
investors are likely to wait keenly for newsflow regarding entry
into an IMF program. Initial market euphoria is likely to remain
strong where thematic exposure in Banks (interest tightening),
Oil & Gas (PkR deval.) and IPPs (PkR deval.) is recommended.
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As per the figures of PBS, import of cars mostly three years old rose by
6% to US$456mn in FY18 from US$431mn in FY17. Some new entrants,
who would start assembly in the next one to two years, are also bringing
in brand new imported vehicles to test in the Pakistani market.?
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Ministry of Finance and FBR officials are reportedly in the process of
overturning major budgetary relief measures introduced in the Finance
Act 2018, including aspects of the foreign asset declaration scheme.
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Delayed voting results followed by lower than expected turnouts in various
parts of the country give rise to post-poll tensions as major political
parties including PML-N, PPP express dissatisfaction over the outcome
of the national polls.
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Election 2018: PTI hits it out of the park!
A new day beckons! Breaking the two party hegemony, the Pakistan
Tehreek-e-Insaaf (PTI) looks set to form the government at the
Center, having grabbed 113 National Assembly (NA) seats, as per
provisional results. With Punjab too close to call, governance will
be a key question particularly in the event of PML-N forming the
govt. in the province  a lot will hinge on independents in this case.
That said, with the PTI closing in on a strong NA mandate (albeit
with some coalition partners), the market is likely to cheer the result
as a hung parliament had seemingly been priced in previously. In
its initial days, the PTI govt. will have to grapple an economy with
a burgeoning current account deficit (5.7% of the GDP in FY18),
dwindling FX reserves (SBP reserves: US$9.1bn as of Jul 1318)
and narrow tax base (less than 1% of the population files tax return).
Much will depend on the initial realistic roadmap while from the
markets vantage, investors are likely to wait keenly for newsflow
regarding entry into an IMF program. Initial market euphoria is likely
to remain strong where thematic exposure in Banks (interest
tightening), Oil & Gas (PkR deval.) and IPPs (PkR deval.) is
recommended.
Elections18  The Outcome: Unofficial polling results indicate that
Imran Khan led PTI has emerged victorious in a high-stakes 2018 election,
bagging 113 NA seats in the lower house, while Sharifs PML-N (losing
ground both in its strong-hold Punjab and at a national level) came out
as the second largest party, securing 63 NA seats. PPP - third largest
party after General Election 2018  managed to retain its vote bank in
Sindh, with 40 NA seats tally. On the provincial side, Punjab currently
looks to close to call where independents are likely to dictate whether
PTI or PML-N form the government. At the same time, as expected, PPP
will once again form the govt. in Sindh while PTI has won the province
of KPK  though the magnitude of PTIs win in KPK has been somewhat
a surprise. The government in Balochistan looks likely to be formed by
the Balochistan Awami Party (BAP) with coalition partners.
PTI to form coalition govt at the center: Without absolute majority,
PTI would need to pair up with coalition partners to form the government
at the center. We expect PTI to ally with independents and nationalist
parties, as these coalition partners would allow the party to smoothly
implement its reforms agenda. To expand its social reform agenda, PTI
also needs to form a government in Punjab (largest province by population
with 51.74% share in total divisible resources under 18th Amendment)
where according to primarily results PTI and PML-N are neck and neck
so far. As for foreign policy, PTIs stance with the US is expected to be
on a parallel footing leaning towards a nationalist agenda while overtures
www.akdsecurities.net

National Assembly: PTI takes the lead
2018*
PTI
PML-N
PPP
MQM
MMA
IND
Others

113
63
40
7
11
19
19
272

2013
28
126
33
19
14
27
25
272

Source: News Report & AKD Research
*Average results as per different media outlets

Punjab: PML-N, PTI in
a neck and neck race
PTI
PML-N
PPP
Independents
Others

2018*

2013

102
109
5
30
51
297

24
214
6
39
14
297

Source: News Report & AKD Research
*Average results as per different media outlets

KPK: History is changing
2018*
PTI
ANP
IND
MMA

60
5
5
4

2013
44
4
2
20

Source: News Report & AKD Research
*Average results as per different media outlets

Sindh: PPP maintains its votebank
PPP
PTI
GDA
MQM-P
PML-N

2018*

2013

59
12
10
6
3

65
3
7
36
6

Source: News Report & AKD Research
*Average results as per different media outlets

Baluchistan: BAP taking the lead
2018*
BAP
MMA
BNP
IND
PTI
ANP

10
8
6
6
3
3

2013
0
6
2
0
0
1

Source: News Report & AKD Research
*Average results as per different media outlets
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Long term focus  Economic Themes: The incoming governments
initial focus is likely to be economic stability where dwindling reserves and
widening twin deficits should result in an imminent entry into an IMF
program. Over a longer term horizon, the PTI government is likely to focus
on its election themes including i) controlling corruption, ii) increasing tax
base (presently less than 1% of the population files tax return), iii) job
creation and iv) revival of sick / bleeding govt. units. With regards to the
latter, it will be interesting to see if the incoming government is able to
revive the sick units (long term game) or goes for privatization in the near
term  something it was vehemently opposed to.
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towards China will likely to be pursued, in our view. On the other hand,
civil-military relations are expected to be cordial based on dovish rhetoric
of the leadership - at least initially.

Market Focus: Emergence of a clear mandate should result in strong
market performance in the near term. That said, despite the KSE-100
trading at an attractive FY19F P/E of 7.3x, investor sentiment is likely to
take cue from the incoming governments initial policies particularly with
respect to entry into an IMF program. At current levels, thematic exposure
in Banks (interest rates), Oil & Gas (PkR deval.) and IPPs (PkR deval.)
is recommended.

www.akdsecurities.net

03

iV

iV

AKD Securities Limited
Member Karachi Stock Exchange

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.

comprehensive information, but we make no representation that it is accurate or complete. Facts and views presented in this
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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

www.akdsecurities.net

03
03

AKD Securities Limited
Member Karachi Stock Exchange

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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