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Apr’21: Intensifying COVID keeping market jittery


KSE-100 index continued to move downhill in Apr’21 to close at 44,262pts, down 0.7%
MoM — marking the third consecutive month of negative performance. Surging COVID
cases (double digit positivity rates and +100 daily deaths) and associated measures by
Govt. dented investor confidence during the month.



Flow wise, foreigners continue to remain net seller with an outflow of US$17.0mn, taking
cumulative net sell CYTD to US$33.4mn. On the local side, companies and mutual funds
were on the selling side with net sell of US$12.7mn and US$4.4mn, respectively. On the
other side of the spectrum, major buying activity emanated from ‘Other organizations’
with a net buy of US$20.5mn followed by Individuals with a net buy of US$7.0mn.



Market is likely to remain volatile in the short term with attention likely to be centered
around, i) COVID third wave and consequent business disruptions, and ii) budget related
news flow.



We advocate for sectors that fall on structural theme metrics where our preferred sectors
are Cements, Steel, and Construction-Allied on construction theme, and Power and select
-OMCs (PSO) on possible circular debt clearance.
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KSE-100 index continuing to remain in negative territory for third consecutive month: KSE-100
index continues to move downhill in Apr’21 to close at 44,262pts, down 0.7%MoM — marking
the third consecutive month of negative performance. Surging COVID cases (double digit positivity rates and +100 daily deaths) pushed the Govt. for adopting stricter measures to curb the flow
of positive cases and subsequent pressure on medical facilities, dented investor confidence so
much so that the continuation of strong corporate profitability in 1QCY20 and positive macro
developments (RDA flows crossing US$1bn mark, Eurobond proceeds of US$2.5bn, FBR collection for Apr’21 surpassing target though by modest PkR36bn, etc.) went rather unnoticed. As a
result of investors preferring to remain on the side, avg. volume for the month was recorded at
354.1mn shares compared to 439.3mn shares in Mar’21 whereas majority of the activity was
tilted towards mid to small cap stock as indicated by KSE-100/KSE-ALL volumes at 32.8% in
Apr’21 vs. 39.0% in the previous month. Sector wise, within major sectors, Chemicals and Fertilizers recorded marginal uptick of 1.6%MoM each to lead the chart while laggards were, Power
generation (down 8.0%MoM) and Engineering (down 7.3%MoM). Overall, sector performance
was topped by Leather and Tanneries (+19.7%MoM) while textile spinning sector recorded the
worst performance (down 15.2%MoM).
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Foreigners, companies and mutual funds putting pressure on index: Flow wise, foreigners
continue to remain net seller with an outflow of US$17.0mn, taking cumulative net sell CYTD to
US$33.4mn, squaring positions in Commercial Banks (net sell: US$8.2mn), Fertilizers (net sell:
US$4.5mn), and Power stocks (net sell: US$3.8mn). It was partly offset by fresh positions in Tech
stocks (net buy: US$6.5mn). On the local side, companies and mutual funds were on the selling
side with net sell of US$12.7mn and US$4.4mn, respectively. On the other side of the spectrum,
major buying activity emanated from ‘Other organizations’ with a net buy of US$20.5mn followed by Individuals with a net buy of US$7.0mn.
Investment perspective: Market is likely to remain volatile in the short term with attention
likely to be centered around, i) COVID's third wave and consequent business disruptions, and ii)
budget related news flows. Inflation for Apr’21 clocked in at 11.1%YoY, marking first double
digit inflation release in 13M however, increasing uncertainty should keep the Central Bank at
bay from increasing interest rates in the near term. Hence, we advocate for sectors that fall on
structural theme metrics (likely to also remain in favor in the upcoming budget) where our preferred sectors are Cements, Steel, and Construction-Allied on construction theme, and Power
and select-OMCs (PSO) on possible circular debt clearance. Further, investors can look for select
positions in techs for alpha generation.
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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.
Reports prepared by AKDS research personnel are based on public information. AKDS makes every effort to use reliable, comprehensive information, but we make
no representation that it is accurate or complete. Facts and views presented in this 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
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 and other
considerations. AKDS uses a three tier rating system: i) Buy, ii) Neutral and iii) Sell with total returns (capital upside + dividend yield) benchmarked against the expected one year forward floating (variable) risk free rate (10yr PIB) plus risk premium.

Valuation Methodology
To arrive at our period end target prices, AKDS uses different
valuation techniques including:





Discounted Cash Flow (DCF, DDM)
Relative Valuation (P/E, P/B, P/S etc.)

New Rating Definitions
Buy

> 14.5% expected total return (Rf: 8.5% + Rp: 6%)

Neutral

> 8.5% to < 14.5% expected total return

Sell

< 8.5% expected total return (Rf: 8.5%)

Equity & Asset return based methodologies (EVA, Residual Income etc.)
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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 the investment concerned or a related investment.
Regional Disclosures (Outside Pakistan)
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Compliance Notice.
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