


I am delighted to present this timely publication, developed by ICMA’s 
Research and Publications Department, which highlights a critical 
challenge, strengthening the resilience of the Pakistan Stock Exchange 
(PSX) during times of crisis. Recent geopolitical tensions and economic 
shocks have clearly shown how quickly PSX trading can be disrupted, 
making well-planned reforms an urgent priority.

This publication outlines ICMA’s focused proposals that include introducing a Defence 
Sector Index, establishing a sovereign market stability fund, aligning circuit breaker 
rules with international best practices, and requiring crisis-risk disclosures from listed 
companies. These initiatives are practical steps to protect investors, reduce volatility, and 
keep the PSX steady and reliable in testing times.

I encourage policymakers, regulators, and market stakeholders to give serious consideration to 
these proposals. By taking timely action, we can build a stronger and more resilient PSX: one 
that upholds investor confidence and contributes meaningfully to Pakistan’s economic stability 
and growth. I would like to appreciate our Research and Publications Team for addressing this 
vital issue and providing well-researched policy guidance to support our policymakers.

Muhammad Yasin, FCMA
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Preamble

Surrounded by geopolitical tensions and economic 
vulnerabilities, strengthening Pakistan’s capital 
markets is a national priority. The Pakistan Stock 
Exchange (PSX), a key barometer of investor 
confidence and economic health, remains vulnerable 
to volatility from armed conflicts, macroeconomic 
shocks, and global financial instability. The Apr-May 
2025 Pakistan–India border tensions exposed these 
weaknesses, as the PSX suffered a steeper decline 
than National Stock Exchange of India (NSE).

Recognizing this need, ICMA, in this document, 
has proposed a set of focused measures to the 
Government, Ministry of Defence, PSX, and SECP to 
reinforce Pakistan’s economic defences in times of 
crisis, war and other emergencies. “These include: 
creating a Defence Sector Index to attract investment 
amid geopolitical uncertainty; aligning circuit breaker 
rules with global standards; establishing a sovereign 
market stability fund and mandating crisis-risk 
disclosures for listed companies.” Collectively, 
these measures aim to protect investors, curb 
market volatility, and strengthen the resilience 
of Pakistan’s capital markets.
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ICMA Proposal 1: Defence Sector Index on PSX

ICMA proposes creating a ‘Defence Sector Index’ on the PSX to attract investment in 
defence-related industries. This index would help offset geopolitical uncertainty, support 
market stability, and build investor confidence during crises.

Case Study: In many economies, a Defence Sector Index supports stock markets 
during wartime, typically representing around 2% of total market share.

Pre & Post War: India’s Defence Sector Index grew by about 9%,
supported the stock market stability
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ICMA Proposal 2: Restructured Circuit Breaker Rules

ICMA proposes the following revisions in circuit breaker rules which will also reduce 
market volatility during emergencies and war, increasing transparency, protecting 
investment and enhancing confidence, leading to investment inflows.

Level-Wise Trading Halts

As part of this proposal, ICMA recommends adopting a level-wise circuit breaker system 
at PSX, similar to the NYSE (USA). Under this system, trading would pause for 15 minutes 
during extreme volatility to prevent panic selling and safeguard market stability.

Level 1 Circuit Breaker

Trigger:
 

KSE-30 or KSE-100 
index drops 4% 

from the previous 
day’s close.

Trigger:
 

KSE-30 or KSE-100 
index drops 8% 

from the previous 
day’s close.

Trigger:
 

KSE-30 or KSE-100 
index drops 12% 

from the previous 
day’s close.

Action:
 

Trading halted 
for 15 minutes.

Action:
 

Trading halted 
for second time 
for 15 minutes

Action:
 

Trading halted 
for the rest 
of the day.

Timing:
 

Applies only before 
3:25 p.m. PKT.

Timing:
 

Applies only before 
3:25 p.m. PKT.

Timing:
 

Can be triggered 
anytime during 
market hours.

Level 2 Circuit Breaker

Level 3 Circuit Breaker

Note: After 3:25 p.m. PKT, only a Level 3 breach will trigger a trading halt. Level 1 and 
Level 2 thresholds will not apply beyond this time.
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Present Circuit Breakers Used by PSX Market: Key Highlights

A) Stock-Level Circuit Breakers: 

•	 Triggered if a stock moves ±7.5% or Re. 1 (whichever is higher) from 
the last close.

•	 Limit increases by 0.5% every 15 days until it reaches 10% or Re. 1.

B) Index-Based Breakers (KSE-30) 

•	 If the KSE-30 index moves ±5% for 5 minutes, trading halts across 
equity and derivatives.

•	 After the halt, a 5-minute pre-open session is held.

•	 Only brokers meeting NCCPL margin rules can trade after the halt.

Case Study: Market-Wide Circuit Breakers (NYSE, U.S. Markets – S&P 500 Based)

A circuit breaker is a regulatory mechanism that temporarily halts trading in a security or across 
the market when prices move beyond a pre-defined percentage threshold, either upward or 
downward, to curb excessive volatility and allow investors time to assess information.

Circuit Breaker Levels:

Level 1: 7% fall → 15-minute halt 
(before 3:25 p.m. ET).

Level 2: 13% fall → 15-minute halt 
(before 3:25 p.m. ET).

Level 3: 20% fall → Trading stopped for 
the rest of the day.

Note: After 3:25 p.m. ET, only Level 3 
applies; Levels 1 and 2 are ignored.

Purpose:

Temporary halts during sharp market 
declines to prevent panic-selling and 
allow investors time to assess.

Direction:

Applies only to downward movements 
(not price rises).

Trigger Index:

Calculated on the S&P 500’s drop from 
the previous day’s close.

Page 9 of 12



ICMA Proposal 3: Create a Sovereign Market Stability Fund
ICMA proposes a government-backed fund, managed by the Ministry of Finance and SECP, to 
support the PSX during crises. The fund would inject liquidity, buy listed stocks, or offer guarantees 
to institutional investors, helping prevent panic selling and protect investor confidence. Beyond 
emergencies, it would also serve as a strategic tool to strengthen long-term market resilience.

Case Study: South Korea – Market Stabilization Fund (2020):

ICMA Proposal 4: Mandatory Crisis Risk Disclosures for Listed Companies

ICMA proposes that SECP mandate listed companies to disclose timely geopolitical risk 
assessments and business continuity plans. These disclosures will enhance transparency, 
enable investors to better evaluate company-specific vulnerabilities, and strengthen overall 
market resilience in times of crisis.

Case Study: UK’s Financial Conduct Authority (FCA) Risk and Sustainability Rules
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https://www.reuters.com/world/india/attack-tourists-indian-kashmir-kills-26-people-injures-17-police-say-2025-04-23/

https://www.pakistantoday.com.pk/2025/05/10/pakistan-india-agree-to-full-immediate-ceasefire-de-escalation

https://news.cgtn.com/news/2025-05-10/Pakistan-India-agree-on-ceasefire-with-immediate-effect-1DgFjaKCrFS/p.html

https://tribune.com.pk/story/2545413/pakistan-army-announces-conclusion-of-operation-bunyan-un-marsoos-ispr

https://urdu.arynews.tv/operation-bunyan-ul-marsoos-meaning/

ICMA Analyzes: PSX vs NSE

https://mettisglobal.news/psx-halted-amid-major-selling-pressure-2/

https://globalexchanges.com/pakistan-psx-announces-trading-halt-2/141837/

https://www.psx.com.pk/psx/regulations/legal-framework

https://psx.com.pk/psx/regulations/rulebook-archive

https://www.psx.com.pk/psx/themes/psx/uploads/PSX-Rulebook-December-18-2024.pdf

https://www.psx.com.pk/psx/resources-and-tools/listings/listed-companies

Defence Sector Index

Germany
https://stockanalysis.com/quote/fra/RHM/market-cap/

https://stockanalysis.com/quote/etr/HAG/market-cap/

https://tradingeconomics.com/mtx%3Agr%3Amarket-capitalization

Singapore
https://www.sgx.com/research-education/historical-data/market-statistics

https://www.morningstar.com.au/investments/security/SGX

https://companiesmarketcap.com/st-engineering/marketcap/

https://api2.sgx.com/sites/default/files/2025-05/SGX%20Monthly%20Statistics%20Report%20Update%20%28For%20the%20
month%20of%20Apr%202025%29_FA.pdf
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https://globalexchanges.com/pakistan-psx-announces-trading-halt-2/141837/
https://www.psx.com.pk/psx/regulations/legal-framework
https://psx.com.pk/psx/regulations/rulebook-archive
https://www.psx.com.pk/psx/themes/psx/uploads/PSX-Rulebook-December-18-2024.pdf
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https://stockanalysis.com/quote/fra/RHM/market-cap/
https://stockanalysis.com/quote/etr/HAG/market-cap/
https://tradingeconomics.com/mtx%3Agr%3Amarket-capitalization
https://www.sgx.com/research-education/historical-data/market-statistics
https://www.morningstar.com.au/investments/security/SGX
https://companiesmarketcap.com/st-engineering/marketcap/


India
https://uk.investing.com/indices/nifty-india-defence-historical-data

https://www.icicidirect.com/equity/index/nse/nifty-india-defence/76666

https://www.icicidirect.com/equity/index/nse/nifty-total-market/76394

United States
https://siblisresearch.com/data/us-stock-market-value/

https://finance.yahoo.com/sectors/industrials/aerospace-defense/

United Kingdom
https://www.londonstockexchange.com/indices/ftse-all-share

https://www.lseg.com/en/ftse-russell/indices/uk

https://www.baesystems.com/en/investors

Japan
https://www.ceicdata.com/en/japan/tokyo-stock-exchange-market-capitalization/tse-market-capitalization-all-shares

https://www.mordorintelligence.com/industry-reports/japan-aerospace-and-defense-market

Circuit Breakers

https://dps.psx.com.pk/circuit-breakers

https://www.psx.com.pk/psx/themes/psx/uploads/PSX-Rulebook-December-18-2024.pdf

https://www.investor.gov/introduction-investing/investing-basics/glossary/stock-market-circuit-breakers

https://www.usatoday.com/story/money/2025/04/10/what-is-circuit-breaker-stock-market/82981335007/

https://www.nyse.com/publicdocs/ctaplan/SIP_MWCB_Overview.pdf

https://www.nseindia.com/products-services/equity-market-circuit-breakers

https://mettisglobal.news/psx-to-increase-circuit-breakers-to-10/

South Korea: Market Stabilization Fund

https://www.fsc.go.kr/eng/pr010101/22337

UK’s: FCA Mandates Systemic Risk Disclosures

https://www.fca.org.uk/firms/climate-change-and-sustainable-finance/sustainability-disclosure-and-labelling-regime

Acknowledgement
Research and Publications Team

Shahid Anwar
(Senior Director)

Hasan Rashid
(Research Officer)

M. Wajahat Khan
(Graphic Designer)

Page 12 of 12

https://uk.investing.com/indices/nifty
https://www.icicidirect.com/equity/index/nse/nifty-india-defence/76666
https://www.icicidirect.com/equity/index/nse/nifty-total-market/76394
https://siblisresearch.com/data/us
https://finance.yahoo.com/sectors/industrials/aerospace
https://www.londonstockexchange.com/indices/ftse
https://www.lseg.com/en/ftse-russell/indices/uk
https://www.baesystems.com/en/investors
https://www.ceicdata.com/en/japan/tokyo-stock-exchange-market-capitalization/tse
https://www.mordorintelligence.com/industry-reports/japan
https://www.fca.org.uk/firms/climate-change-and-sustainable-finance/sustainability-disclosure-and-labelling-regime
https://dps.psx.com.pk/circuit-breakers
https://www.psx.com.pk/psx/themes/psx/uploads/PSX-Rulebook-December-18-2024.pdf
https://www.investor.gov/introduction-investing/investing-basics/glossary/stock-market-circuit-breakers
https://www.usatoday.com/story/money/2025/04/10/what-is-circuit-breaker-stock-market/82981335007/
https://www.nyse.com/publicdocs/ctaplan/SIP_MWCB_Overview.pdf
https://www.nseindia.com/products-services/equity-market-circuit-breakers
https://mettisglobal.news/psx-to-increase-circuit-breakers-to-10/
https://www.fsc.go.kr/eng/pr010101/22337
https://www.ceicdata.com/en/japan/tokyo-stock-exchange-market-capitalization/tse-market-capitalization-all-shares
https://www.mordorintelligence.com/industry-reports/japan-aerospace-and-defense-market
https://uk.investing.com/indices/nifty-india-defence-historical-data
https://www.icicidirect.com/equity/index/nse/nifty-india-defence/76666
https://www.icicidirect.com/equity/index/nse/nifty-total-market/76394
https://siblisresearch.com/data/us-stock-market-value/
https://finance.yahoo.com/sectors/industrials/aerospace-defense/
https://www.londonstockexchange.com/indices/ftse-all-share
https://www.lseg.com/en/ftse-russell/indices/uk
https://www.baesystems.com/en/investors

