
 
 

 
 

 

Askari Investment Management 
Financial Advisors and Fund Managers of Choice 

 
 

 

 

 
 

 
 

 
 

 

 
 

 
 

 

 

December 2008 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fund Manager Report 
 

 

 

 

 

 

 

 

 

  

  

Head Office 

501, 5th Floor, Green Trust Tower, Jinnah Avenue, Blue Area, Islamabad 

 +92 51 111 246 111,  +92 51 281 3017 
 

Regional Office Karachi 

Mezzanine Floor, Bahria Complex III, M. T. Khan Road, Karachi. 

 +92 21 5635312-4,  +92 21 563 5315 
 

Regional Office Lahore 

C/o Askari Bank Limited, Plot No. 53, Block CCA, Phase II C, DHA, Lahore Cant 

 +92 42 574 6421-22,  +92 42 574 6423  
 

 www.askariinvestments.com 
 

   



 
ECONOMIC UPDATE 

 

Fund Manager Report 
December 2008 

 
Pakistan’s economy was exposed to multitude of shocks during the month of December amid mounting Pak – India tensions. However, 
the economy remained resilient compared to the severity of the problems experienced by Pakistan. CPI increased by 24.65% over the 
corresponding period of 2007-08.  CPI during the month decreased by 0.12% due to decreasing oil and commodity prices. Current 
account deficit fell by 1.362 billion and amounted to 810 million dollars against 2.172 billion of last month on account of downward trend in 
trade deficit and the government’s fiscal and administrative measures to decelerate imports. Workers’ remittances amounted to $620.5 
million, an increase of 22.7 percent over last month. The inflows of the workers` remittances in 2007-08 breached the $ 6.0 billion mark for 
the first time in the history of the country. The total liquid foreign exchange reserves held by the country stood at 9.662 billion dollars on 
Dec 27, 2008. The reserves are expected to increase further as Pakistan will receive $500 million from China by January 4 or 5, and will 
also avail $500 million World Bank tranche during January-March. The State Bank of Pakistan (SBP) expects that the country’s GDP 
growth would fall between 3.5 percent and 4.5 percent this year from last year’s 5.8 percent, and would miss the targeted growth of 5.5 
percent. The World Bank (WB) too has lowered the GDP growth projections for Pakistan to 3 per cent. Standard & Poor's Ratings 
Services raised Pakistan's sovereign rating to CCC-plus from CCC, citing stability in its external financial position after the International 
Monetary Fund disbursed its first loan tranche. The worst seems to be over as the country’s fundamentals are showing signs of recovery. 
The IMF Package is likely to encourage fiscal and monetary discipline and the Government of Pakistan’s corrective economic policies 
coupled with the recent significant downturn in international commodity prices is leading to a consistent albeit gradual turnaround in the 
economy. On the international scene, Wall Street ended its worst year since the Great Depression after the credit crisis and a dreadful 
economic outlook left investors questioning their faith in stock markets. The Federal Reserve cut its target interest rate to historic lows 
between zero and a quarter percentage point to stimulate demand. Manufacturing shrank for the seventh consecutive month in Europe as 
businesses felt the pain of tighter bank lending and the euro’s rose to a record against the pound amid weaker demand at home. China's 
manufacturing sector, which accounts for 43 percent of the economy, contracted for a fifth straight month in December. The ongoing 
financial crisis would pose further challenges in 2009; however officials in major world economies have taken unprecedented monetary 
and fiscal measures to fight the financial crisis, which would probably ease the pain in the second half. 
 
Fixed Income Market 
 
Foreign portfolio investment continued to flow out from 
Pakistan. The month saw a net US$31.5 million outflow 
during the month. The total net investment withdrawal from 
Pakistan during FY09 now stands at US$309.9 million. 
Rupee-Dollar parity did not move much as foreign reserves 
and remittances increased during the month. KIBOR 
remained relatively stable with 6 months call rate closing at 
15.70% p.a. at the end of december 08 (October, 08 6-
month KIBOR @ 15.67%). Yield on long term bonds 
decreased during the month. Buying Interest was evident 
only in short dated papers upto 5-years. The yield on 
benchmark 10-year PIB decreased to 15.5%  and the 3 and 
5-year PIB yields also moved lower.  The SBP held two auctions this month to sell T-bills. At the auction on December 17 the bank sold 
66.3 billion rupees of the three month paper and 4.2 billion rupees of the six month paper. Cut-off yields stood at 13.85%, 14.01% and 
14.35% for 3M, 6M and 12M respectively. In another auction conducted on December 31, the Bank sold Rs 101.6 billion of the 3M T-bills 
and Rs 1.87 billion of the 6M T-bill. The cut-off yield on 6M Treasury bills fell to 13.996%, on the 3M paper it rose to 13.96% and on the 
12M paper it was 14.26%. All bids for the 12-Month T-bills were rejected. The average rates of CFS MK-II increased to 66.17% compared 
to last month's average rates of 60.50%, while CFS MK-II total value stood at Rs. 1.31 bn from last month's close of Rs. 11.03 bn. 
 
Equity Market 
 
The KSE 100 finally resumed its normal operations on 
December 15 after nearly four months of closure. The 
removal of the price floor came too late, leading to Pakistan’s 
exclusion from the benchmark MSCI Index, effective from 
Jan 1 ’09. The Index remained in the red throughout the last 
two weeks (fell approx 36%) as the focus largely shifted to 
the regulatory battle regarding CFS funds. Most of the 
activity was generated in the 2nd and 3rd tier stocks while 
blue chip stocks were not able to attract any reasonable 
attention. The KSE volume picked up after reaching 
historically lowest levels in previous months. Substantial selling pressure from foreign investors continued as the removal of Pakistan from 
MSCI led to heavy off-market trading of shares where even blue chip stocks were traded at around 30.00% to 40.00% discount. At the 
same time, there were substantial positions stuck in the CFS market and the brokers were on the verge of default. However, large-scale 
defaults were averted as the financers and the government settled outstanding CFS positions through an extraordinary squaring up 
mechanism (both picked up CFS positions equally, at a 12.5% discount applied to closing prices of Dec 24’08). The shares of almost all 
companies witnessed phenomenal decrease in their prices although some low-priced securities did invite active trading leading to 
marginal increase in their prices. The market is likely to recover in the coming months as the much awaited State Enterprise Fund 
becomes operational. Blue chips and high dividend yielding stocks will be investor’s top picks.  
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ASKARI INCOME FUND 

 

NAV 94.03 
Fund Manager Report 

December 2008 
 
Investment Objective 
 
The objective of the Fund is to provide investors a broad 
range of asset classes so as to diversify fund risk and to 
optimize potential returns. The fund invests in a variety of 
fixed-income instruments including spread transactions, a 
range of debt instruments, short maturity securities and 
certificates of investment with the view of seeking high 
yields while balancing risk.  This offers the investors the 
liquidity and the facility to invest in or redeem from the 
fund at their convenience. 
 

Fund Performance 
 
The annualized return for the month of December was 
lower than normal mainly due to the downgrades in the 
cement and investment banking sector.  As a result, the 
prices of the TFCs in these sectors had to be revised 
downwards during the month of December.  This 
translated into lower monthly yield.  The positive aspect 
going forward is that all TFCs have priced in these 
downgrades.  Moreover, we expect some stabilization 
in TFC prices when the SECP Circular 26 expires 
during January and normal trade-based methodology 
for TFC pricing comes into effect. The TFC portfolio 
currently yields 21.7% and this should translate to an 
attractive return of more than 15% for AIF. 
 
KIBOR remained relatively stable with 6 months KIBOR 
closing at 15.70% p.a. at the end of December 08 
(October, 08 6-month KIBOR @ 15.67%). Yield on long 
term bonds decreased during the month. Buying Interest 
was evident only in short dated papers upto 5-years. The 
yield on benchmark 10-year PIB decreased to 15.5% from 
16%. The SBP held two auctions this month to sell T-bills. 
At the auction on December 17 the bank sold 66.3 billion 
rupees of the three month paper and 4.2 billion rupees of 
the six month paper.  

 
We continue to monitor the portfolio credit quality very 
closely as well feel that in the current environment credit 
risk far exceeds interest rate risk especially as the cycle of 
hikes in discount rate nears its end.  We continue to 
reduce exposure in sectors, which may be affected going 
forward.  The weighted average credit quality of AIF is 
between AA- and A+ and nearly 95% of the portfolio is 
rated A- or higher. 
 
  
 
 

General Information 
Minimum Investment Rs 5,000 
Sales Load None 
Management Fee 
Benchmark 

1.5% 
3-month KIBOR 

Risk Low 
Manag’nt Company Rating AM3 by PACRA 
Performance Rating 5-Star by PACRA 
 

Fund Size and Growth 
 Dec 31 08 Nov 29 08 
Fund Size Rs 3.5 billion Rs 4.1 billion 
NAV* 94.03 93.90 
* Dividend of Rs.2.37 paid as of September 30, 2008 
 

Fund Performance 
Return 1-Month 3-Month   6-Month Since IPO 

AIF*     0.2%    -7.0%      -4.4% 19.7% 
Benchmark*           1.3%              3.8%             7.2%       33.5%   
* Actual Return 

 
Sharpe Ratio** (0.4) 
Duration (months) 2.5 
Expense Ratio 1.78% 
** Risk-free Rate is 3-Month Treasury Bill Rate 
 

Economic Data 
 Dec/07 Mar/08 Jun/08 Nov/08 Dec/08 
KSE100 Index 14,075.8 15,125.3 12,289.0 9,187.1 5,865.0 
6M KIBOR 10.00% 10.32% 14.19% 15.67% 15.70% 
CPI Inflation 8.79%  14.12% 21.53%                   24.68%  
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Investment Objective 
 
The fund seeks to maximize long-term total return 
(stocks plus income) while incurring lesser risk than a 
fund comprising entirely of stocks. The asset universe of 
the fund includes stocks, term finance certificates, 
Government bonds, treasury bills, certificates of 
investment, continuous funding system, and spread 
transactions (Redi-Future), etc. The fund seeks to 
provide its investors with returns that are 5% higher than 
the benchmark (KSE-100 index). 
 
The Fund was launched (Pre-IPO) on June 2, 2007 and 
the IPO took place between Sep 10 and September 13, 
2007. 
 
Fund Performance 
 
The much awaited price-floor removal materialized on 
15th Dec, three days after MSCI announced plans to 
exclude Pakistan from the MSCI EM Index (effective 
Dec 31st). The Index has since then shed 36%. Before 
the removal of floor, for the index heavy weights 
scrips, the grey market had proved more liquid, with 
prices at a 35-40% discount to regular market. The 
market remained concerned about widespread KSE 
member default and subsequent system default risk. 
The Government has announced activation of 
PRs20bn stock market fund, with units of fund to be 
offered to expatriate Pakistan, but important details 
regarding the source of funding, price and timing are 
missing. Positive macro news flow came in earlier than 
expected as S&P revised Pakistan’s sovereign rating 
from CCC to CCC+ due to its stable external account 
position after IMF inflows. 
 
Looking towards 2009, the Pakistan Market is trading at 
a forward dividend yield of 16.4%, implying a payback 
period of about 6 years. Pakistan is attractive on other 
valuation metrics as well; at a forward P/B of 1.3x and at 
a forward PER of 4.5x. For 2009, Fund can invest in 
three kind of themes:  
1) Stocks that have a defensive nature and have yield 
attraction like OGDC, HUBCO, KAPCO, PPL, FFC, 
SNGP and PTC. 
2) Cyclical stocks that have limited downside risks and 
maximum chance of picking up traction once interest 
rates begin heading towards more rational levels 
ENGRO, NBP, UBL, BAFL, HBL, MCB, PSO, PKGS  
3) Small free float stocks that are likely to quickly return 
to fundamentals. The third theme includes stocks like 
AKBL, HSPI, CSAP.  

  

General Information 
Minimum Investment Rs 5,000 
Sales Load 2.5% front-end, 0.0% back-end 
Management Fee 3.0% 
Risk Medium 
Manag’nt Company Rating AM3 by JCR-VIS and PACRA 
 
Fund Size and Growth 
 Nov 30 08 Dec 31 08 Sep 30 08 Aug 31 08 June 30 08 30 Apr 08 29 Feb 08 
Fund Size Rs 323 mn Rs 323 mn Rs 335 mn Rs 344 mn Rs 498 mn Rs 539 mn Rs 642 mn 
NAV* 61.6566 61.6566 61.6323 61.4770 87.8845 96.4405 99.8324 
* Dividend of Rs. 1.99 paid as of June 30, 2007 

 
Fund Performance 
Rolling Return 1-Month 3-Month Since Inc.      FY09 

AAAF 0.00% 0.00% -38.66% -32.43% 
KSE 100 -36.16% -36.11% -54.65% -52.27% 
 

Portfolio Details 
P/E (FY09) 4.04 
Beta 0.75 
R2 71.82% 
Max Drawdown (DD) 39.85% 
Number of days in DD 505 
Standard Deviation* 6.78% 
* On monthly basis 

 
Economic Data 

 Dec/07 Mar/08 Jun/08 Nov/08 Dec/08 
KSE100 Index 14,075.8 15,125.3 12,289.0 9,187.1 5,865.0 
6M KIBOR 10.00% 10.32% 14.19% 15.67% 15.70% 
CPI Inflation 8.79%  14.12%   21.53%  24.68%  

 
Top Ten Holdings of the AAAF 
 

Arif Habib Securities Ltd. 
Sui North Gas Co. Ltd. 
Engro Chemical 
JS Investments Ltd. 
Fauji Fertilizer Bin Qasim 

Adamjee Ins. Co. Ltd. 
Pakistan Oil Field Limited 

Fauji Fert. Co. Ltd. 
Pakistan Petroleum Ltd. 

First National Equities Ltd. 
  
Lucky Cement Sui Northern Gas Pipelines 
Arif Habib Securities Pakistan State Oil 
Engro Chemical Pakistan Petroleum 
 


