




The KSE-100 Index retreated 7% from its recent peak, closing 2.3% lower month-on-month (MoM) — marking its first decline after five consecutive months of gains. The downturn 
was driven by profit-taking from insurance companies, mutual funds, and foreign investors, who collectively recorded net selling of US$104 million amid escalating geopolitical 
tensions. Market sentiment weakened due to border unrest with Afghanistan but partially recovered following reports of a ceasefire. Despite robust corporate earnings and 
Pakistan’s staff-level agreement with the IMF, external political uncertainties overshadowed these positive developments.      
      
Meanwhile,Meanwhile, global oil prices (WTI) fell to a five-month low of US$61/bbl in October, marking the third consecutive monthly decline as OPEC members ramped up output and U.S. 
production hit record levels. However, despite the easing of global commodity prices, local food prices rose due to the lingering effects of recent floods. Consequently, the (SBP) 
maintained the policy rate at 11%, citing expected increases in food inflation and a likely widening of the current account deficit in FY26.      
      
DuringDuring October 2025, Pakistan reached a staff-level agreement with the IMF on the second review under the Extended Fund Facility (EFF) and the first review under the 
Resilience and  Sustainability Facility (RSF). Following IMF Board approval, Pakistan is set to receive US$1.2 billion — including the first RSF tranche of US$200 million — by 
December 2025.      
      
OnOn statistics, Pakistan posted a current account surplus of US$110 million in September 2025, a sharp turnaround from the US$325 million deficit recorded in August. The 
improvement was largely attributed to a narrower trade deficit, as exports rose 5% MoM while imports remained stable. Inflationary pressures persisted, with CPI for October 2025 
rising to 6.2% YoY — the highest level of the calendar year — driven by food and housing costs. The food index climbed 5.6% YoY, led by sharp increases in perishable items 
and key staples such as wheat, which rose 22% YoY due to delayed field recovery and logistical constraints following the floods. These price pressures are expected to ease as 
supply conditions improve in the coming months.supply conditions improve in the coming months.      
      
Outlook:      
As geopolitical tensions subside, the market’s attention is turning toward key upcoming events such as the IMF Board approval, currency stability, and the monetary policy meeting 
scheduled for December 15. These developments are expected to pass without major surprises, given limited foreign participation and steady interest rates. The broader outlook 
appears constructive, supported by ongoing macroeconomic stabilization under the IMF program and a more sustainable external account position. Softer global economic 
conditionsconditions are also keeping commodity prices in check, which should help contain inflation. At the same time, investor sentiment may benefit from a gradual shift of liquidity from 
fixed income to equities and continued progress on resolving circular debt. Any improvement in regional geopolitics would further strengthen confidence and encourage a more 
positive market tone.
 
The market is currently trading at a forward P/E of 8.2x, broadly aligned with its 18-year historical average. However, sustained macroeconomic stability could pave the way for 
a re-rating toward the 2006–2017 average P/E range of ~9x–10x.      
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