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Pakistan Market: Politics in a triggerless month, sparks sell-off
Recording the highest monthly decline for the year, the benchmark
KSE100 Index lost 10.44% during the month of Aug'17. Once again
politics took center stage with concerns of policy paralysis (post
disqualification of Nawaz Sharif) influencing sentiments. Additionally,
a mixed result season and discouraging developments in Cements
(price reduction) and Banks (possibly sizable fine on HBL which
contributes >7% to the KSE100) were other key dampeners. That
said, local investors (other than props) encouragingly absorbed
(net positive flows) the entire quantum of foreign selling
(US$80.46mn) in Aug'17. Sectors' performance at the mainboard
remained dismal with none of the majors being able to post positive
returns. Sep'17 is likely to be another volatile month with domestic
politics (NA-120 by-polls on 17th Sep) and geo-political concerns
(developments in the Far East and consequent policy response by
the West) likely weighing on market performance. Citing attractive
valuations (KSE100 forward P/E at 7.6x, 37% discount to EM) amidst
likelihood of pervasive market volatility, we recommend thematic
exposure in defensive sectors especially with US$ linked
revenues/profits (Oil & Gas, Electricity, Textiles).

KSE100 - Index
Current

41,206.99

Previous

41,323.65
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-0.28%

Mkt Cap. (PkRbn/US$bn)
Current

8,648 / 82.06

Previous

8,668 / 82.25

Chg.

-0.23%

Daily Turnover (mn)
Current

70.56

Previous

132.10

Chg.

-46.6%

Value Traded (PkRmn/US$mn)
Current

5,425 / 51.47

Previous

7,085 / 67.23

Chg.

-23.4%

News and Views

The GoP has decided to resume the process of privatization and divest
up to 18.39% of its shareholding in Mari Petroleum Company Limited
(MPCL). In this regard, the Privatization Commission invited financial
advisory consortium to submit technical and financial proposals by Sep
25'17.
Port Qasim Authority (PQA) Chairman Agha Jan Akhtar has stated that
three more consortium of companies have shown interest to setup three
LNG terminals at Port Qasim. Two separate consortiums (comprising
LUCK, Sapphire & Hallmore as a group, and ENGRO, FATIMA &SHELL
in other group) plan to setup Floating Ship Re-gasification Unit (FRSU)
with a capacity of 600mscfd, while third terminal is expected to be set
up by Pakistan Gasport Consortium Ltd and Fauji foundation.
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The Executive Board of the National Accountability Bureau (NAB) is likely
to meet today (Tuesday) to approve the filing of four references against
former Prime Minister Nawaz Sharif, his family and Finance Minister
Senator Ishaq Dar with the accountability courts.
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Recording the highest monthly decline for the year, the benchmark
KSE100 Index lost 10.44% during the month of Aug'17. Once again
politics took center stage with concerns of policy paralysis (post
disqualification of Nawaz Sharif) influencing sentiments. Additionally,
a mixed result season and discouraging developments in Cements
(price reduction) and Banks (possibly sizable fine on HBL which
contributes >7% to the KSE100) were other key dampeners. That said,
local investors (other than props) encouragingly absorbed (net positive
flows) the entire quantum of foreign selling (US$80.46mn) in Aug'17.
Sectors' performance at the mainboard remained dismal with none of
the majors being able to post positive returns. Sep'17 is likely to be
another volatile month with domestic politics (NA-120 by-polls on
17th Sep) and geo-political concerns (developments in the Far East
and consequent policy response by the West) likely weighing on
market performance. Citing attractive valuations (KSE100 forward P/E
at 7.6x, 37% discount to EM) amidst likelihood of pervasive market
volatility, we recommend thematic exposure in defensive sectors
especially with US$ linked revenues/profits (Oil & Gas, Electricity,
Textiles).
Sector performance: Performance at the mainboard remained dismal with
none of the key sectors making it into the green. For the Cements sector
(down 16%MoM), a reduction in prices in the North region renewed concerns
of a possible breakdown in pricing discipline. Engineering and Autos were
down 15.5% and 12.2%MoM respectively on currency devaluation concerns
while Banks lost 10.8%MoM on account of a sizable fine on HBL (contributes
>7% to the KSE100) by the New York State regulator which added to
pressures for the broader index . With interest rate reversal expectations
also being pushed-off further on weak inflation readings, Banks were
pressed in a tight spot.

Aug17: Sector Performance
Telecommunication

-3.3%

Textile

-3.4%

Oil and Gas

-9.2%

Banks

-10.8%

Chemicals

-10.8%

Automobile and Parts

-12.2%

Cement

-16.0%

Pharma

-17.2%
Source: PSX & AKD Research

KSE100 - Index : Aug17 Timeline
Smooth
transition to new
PM

47,000.00

Excess liquidity
deployed in
laggard sectors Redemption
with thin vols
pressures
resurfaced for local
funds

CA deficit
continues to
widen

43,000.00

31 Aug-17

29 Aug-17

19 Aug-17

17 Aug-17

15 Aug-17

11 Aug-17

09 Aug-17

07 Aug-17

05 Aug-17

03 Aug-17

41,000.00
40,000.00

13 Aug-17

Sharif family asked
to appear before
NAB heightens
political risk
Selling pressure after Broad based selling pressure
cement prices are after HBL informed of fine by
reportedly reduced in
US regulator of up to
the north
US$629mn

42,000.00

27 Aug-17

44,000.00

Contempt of court
notices issued
against former PM
and 11 serving
federal ministers

25 Aug-17

45,000.00

Uncertainty on
Attractive economic front of
Panama case
vals post
conclusion results in selling
pressure
of Panama
case

23 Aug-17

46,000.00

Disqualified PM's
political activities builds
up expectations of
possible political
confrontation

21 Aug-17

48,000.00

01 Aug-17

Tuesday, Sep 05, 2017

AKD Daily

Pakistan Market: Politics in a triggerless month, sparks sell-off

Source: PSX & AKD Research

Volumes: Trading activity picked up during Aug'17 with average
volumes/value (ready market) for the month clocking in at 201.9mn
www.akdsecurities.net
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Investment Perspective: Domestic political developments (NA-120 bypolls on 17th Sep) and geo-political concerns (developments in the Far
East and consequent policy response by the West) are likely to remain
major headliners, impacting market's performance in Sep'17. The ongoing
earnings season particularly with full year payouts expected in the Oil &
Gas sector (E&P) may stimulate market performance. Citing attractive
valuations (KSE100 forward P/E at 7.6x, 37% discount to EM) amidst
likelihood of pervasive market volatility, we recommend thematic exposure
in defensive sectors especially with US$ linked revenues/profits (Oil &
Gas, Electricity, Textiles).
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Aug17: FIPI vs. LIPI
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shares/US$97.2mn versus 175.4mn shares/US$91.9mn traded last month.
On the plus side, local investors (other than props) encouragingly absorbed
(net positive flows) the entire quantum of foreign selling (US$80.5mn) in
Aug'17. On the foreign side, net foreign outflows CYTD net foreign outflows
to US$450mn (Jan-Aug). That said, Corporates (US$28.0mn), Banks/DFIs
(US$25.4mn) and Insurance companies (US$14.3mn) remained the largest
net buyers on the local front. Additionally, despite facing redemption
pressures, local mutual funds recorded a net inflow in Aug'17 (US$6.7mn)
after the sizable sell-off in Jul'17 (US$30.6mn).

Source: NCCPL & AKD Research
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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.

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

Tuesday, Sep 05, 2017

AKD Daily

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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