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Pakistan plunged into fresh turmoil after the opposition leader
Nawaz Sharif was disqualified from office, provoking a political
crisis amid economic downturn. The International Monetary
Fund (IMF) scaled down Pakistan’s growth rate to 2.5 percent
from a previous estimate of 3.4 percent; however it still approved
the delivery of the second installment of $800mn of its loan to
Pakistan under a standby agreement. The year-on-year inflation
registered a marginal decline in the month of January 2009
and stood at 20.5 percent as against 23.3 percent in December
2008. The balance of payments showed a surplus of USD565mn
in Jan09. Remittances sent home by overseas Pakistanis
continued to show a rising trend as an amount of 4.28bn dollar
was received in the first seven months (July-January) of the
current fiscal year 2008-09, an increase of 18.05 percent over
the same period last year. The country's trade deficit jumped
to $10.73bn in seven months (July-January) of 2008-09, with
3.5 percent increase against $10.36bn of the corresponding
period of last year. Pakistan's foreign reserves stood at
US$10.16bn on Feb 21’09, the foreign reserves held by State
Bank of Pakistan (SBP) figured US$6.73bn and the net foreign
reserves held by banks other than SBP amounted to US$3.43bn.
Pakistan fully repaid a maturing $500mn euro bond, plus
$17mn interest, on Feb 18.  The IMF has allowed the government
of Pakistan to reduce discount rate in the next quarter’s
monetary policy to be announced by the end of April, provided
core inflation continues to fall. Currently, Pakistan is pinning
its hope on a loan amounting to $948 million from China, Saudi
Fund for Development and Islamic Development Bank (IDB).
The Asian Development Bank (ADB) too has offered to double
its annual assistance to Pakistan from earlier planned $1.5
billion up to $3 billion in order to help it improve infrastructure
and overcome budgetary difficulties. However, political disquiet
is likely to persist and it will hamper any efforts by the
government to discipline macroeconomic imbalances.  On the
international scene, the sharpest contraction in US growth for
more than a quarter of a century, a collapse in Japanese factory
output and an emergency package of help for the struggling
countries in Eastern Europe provided grim evidence of the
paralysis in the global economy. Stocks fell worldwide on the
souring outlook for global growth and the dollar and Treasuries
advanced as investors sought a haven from financial turmoil.
The US banking sector lost a combined 26.2 billion dollars in
the fourth quarter amid a deepening financial crisis that forced

massive writedowns. In another attempt to put the economy
back on track, US President Barack Obama signed into law
his $787bn stimulus bill, designed to create or save 3.5 million
jobs and end the worst US economic crisis since the 1930s.
However despite these measures economists believe that the
crisis is likely to persist over the next 18-24 months.

Fixed Income Market
Due to the on-going liquidity and credit crunch in global financial
markets, foreign portfolio investment continued to flow out
from Pakistan. The month saw a net US$36.20 million outflow
whereas the total net investment withdrawal from Pakistan
during FY09 now stands at US$364 million. The Ruppee traded

close to PKR 80 level against the dollar during the month. The
KIBOR decreased almost 200 bps, falling from 15.1% (6-Mon
offer rate) to 13.03%. Auction of Pakistan Investment Bonds
was held on 18 February, 2009 with coupon rates as 11.25
percent, 11.50 percent, 11.75 percent, 12.00 percent, 12.50
percent, 13.00 percent and 13.75 percent for 3, 5, 7, 10, 15,
20 and 30 years maturity, respectively. The SBP held two
auctions in February to sell T-bills. At the first auction on Feb12
the Bank received bids worth Rs.155bn against an auction
target of Rs.130Bn. Cut-off yields stood at 13.62%, 13.88%
and 13.91% for 3M, 6M and 12M respectively. In another
auction conducted on Feb 26, the Bank  offered Rs360bn in
the auction while Rs.139bn was accepted. The SBP once again
sharply reduced the yields on treasury bills, giving a strong
signal that a significant rate cut is imminent.The yield on six-
month paper fell to 12.98 percent from 13.87 percent, the
yields on three-month and one-year papers declined to 12.60
percent and 13 percent from 13.62 percent and 13.91 percent,
respectively. The average rates of CFS MK-II increased to
19.69% compared to last month's average rates of 18.18%,
while CFS MK-II total value stood at Rs.0.65bn from last month's
close of Rs.0.40bn.

Equity Market
The KSE 100 rose 6.51% during the month of February to close
at 5,727 points as compared to 5,377 points in January. Many
positive developments occurred during the month. Morgan
Stanley Capital International (MSCI) Barra announced that it
will begin consultations with the investment community on a
proposal to include the MSCI Pakistan Index in the MSCI
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Frontier Markets Index. MSCI Pakistan rose by 14% in Feb and
outperforming MSCI AP Ex Jap by 19%. The Securities and
Exchange Commission of Pakistan (SECP) granted relaxation
in the accounting treatment for equity securities held by the
companies under the head 'Available for Sale' as required
under International Accounting Standard "Financial Instrument:
Recognition and Measurement" (IAS 39). “Better than expected”
corporate results especially of Fertilizer, Banks and Oil sector
kept the Karachi bourse rising up. NIT State Enterprise Fund
and other institutional buying supported the market with fresh
funds. However, later in the month, news about phasing-out
the leverage tool i.e. CFS MK-II mounted selling pressure in
the market. Going forward, development on the hydel-power
projects front, declining KIBOR rates and high prevailing
dividend yields of a number of blue-chip stocks are all expected
to provide support to the markets. However, the political
situation that unfolds is expected to largely set the tone of the
market ahead.
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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
February was the second consecutive month where the monthly
(annualized) return for the fund exceeded 20%.  The return for
February was 21.6%, while the return for CY09 (2 months) stands
at nearly 24% making the fund as one of the top performers.
The fund benefited immensely from revaluation gains in the TFC
portfolio as the liquidity situation eased further and investors bid
up the TFC prices to take advantage of their relatively higher yield
compared to TDRs, etc.  The trading volume in TFCs increased
during the month as banks, DFIs and mutual funds scrambled
to re-position their portfolios in the face of declining interest rates.
 We expect further healthy gains in the coming months as this
trend continues and TFCs come closer to their fair values.

KIBOR decreased dramatically during the month of February with
the 6-month KIBOT decreasing by more than 200bps to the 13%
level.  This was an unprecented move as investors started pricing
in a 200bps-300bps decrease in discount rate in the coming
months.  SBP conducted a PIB and two T Bill auctions during the
month of February. Yields on the PIBs also decreased at the same
rate with the cut-off yields for both PIBs and T Bills declining
significantly.  We expect this downward trend to continue for a little
longer into the month of March as the 6-month KIBOR probably
settles in the 12% range.

The declining trend in interest rates should augur well for companies,
which are highly leveraged as their financial costs will decline
appreciably over the coming months.  This should improve the
credit quality profile of the portfolio going forward.  The weighted
average credit quality of AIF TFC portfolio is between AA- and A+
and nearly 93% of the portfolio is rated A- or higher.

Askari Income Fund

Minimum Investment
Sales Load
Management Fee
Benchmark
Risk
Manag’nt Company Rating
Performance Rating

Rs 5,000
None
1.5%
3-month KIBOR
Low
AM3 by PACRA
5-Star by PACRA

General Information

Fund Size
NAV*

Fund Size & Growth Feb 28 09
Rs 3.2 billion

97.32

Jan 31 09
Rs 3.5 billion

95.87

* Dividend of Rs.2.37 paid as of September 30, 2008

Return
AIF*

Fund Performance

1-Month
   21.6%

2-Month
   23.7%

Benchmark*       13.9%           14.4%            14.7%               11.0%

  3-Month
    14.5%

Since IPO
7.2%

*Annualized Return

Sharpe Ratio**
Duration (months)
Expense Ratio

(0.3)
    1.7

 1.78%
** Risk-free Rate is 3-Month Treasury Bill Rate

KSE100 Index
6M KIBOR
CPI Inflation

Economic Data

Mar/08
15,125.3
10.32%

 14.12%

Jun/08
12,289.0
14.19%

21.53%

Sep/08
9,179.7
14.52%

 23.90%

Dec/08
5,865.0
15.70%
23.34%

Feb/09
5,727.5
13.03%
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NAV 97.32

Fund Manager
Fund Type
Launch Date
Registrar

Adnan Muzaffar
Open-end Income Fund
March 15-16, 2006 (IPO)
Technology Trade Pakistan Ltd.

Listing
Trustee
Auditors

Lahore Stock Exchange
Central Depository Company
Ford Rhodes Sidat Hyder & Co.
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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
Askari Asset Allocation Fund (AAAF) outperformed the
Benchmark KSE 100 Index by 0.41% during the month. The
Fund remained invested mainly in the Fertilizer and Oil and
exploration sector as encouraging corporate results offered
fresh buying opportunities in this sector. After a dismal
performance for the last five months, the volumes in the KSE-
100 Index finally picked up on the back of positive news
emanating from the debt market. Sharp declines in T-bill and
PIB yields as well as the KIBOR continued to fuel expectations
of an upcoming cut in interest rates. Furthermore, relaxation
in the accounting treatment for equity securities and prospects
of inclusion of MSCI Pakistan Index in the MSCI Frontier
Markets Index provided impetus for further buying action.
The fund’s top three holdings for the month included Pakistan
Oil Field Limited, Pakistan Petroleum Limited and Fauji Fertilizer
Limited. The Fund is currently invested 59 percent in equity,
29 percent in Term Finance Certificates (TFCs) and holds 12
percent cash.

Market initially reacted negatively on political developments
as street protests disturbed law & order situation particularly
in Punjab amid opposition leaders being barred from holding
any electoral office. However market rebounded the next day
as positive review of IMF came to the front. On completion of
its first review, IMF praised authorities for sustaining strong
macroeconomic policies and hinted interest rate cut if inflation
falls further. Moreover, 100bps decline in T-bill yields in last
week’s auction provided much needed boost to the market.
The valuation attraction will keep inducing serious buyers on
dips in E&P, Fertilizer & IPPs.

Askari Asset Allocation Fund

Minimum Investment
Sales Load
Management Fee
Risk
Manag’nt Company Rating

Rs 5,000
2.5% front-end, 0.0% back-end
3.0%
Medium
AM3 by JCR-VIS and PACRA

General Information

Fund Size
NAV*

Fund Size & Growth

Jan 30 09
Rs 250 mn

45.7593

Feb 27 09
Rs 267 mn

48.9281
* Dividend of Rs. 1.99 paid as of June 30, 2007

Rolling Return
AAAF
KSE 100

Fund Performance

1-Month
6.92%
6.51%

3-Month
-17.44%
-37.66%

Since Inc.
-49.11%
-55.71%

FY 09
-44.16%
-53.14%

P/E (FY09)
Beta
R2

Max Drawdown (DD)
Number of days in DD
Standard Deviation*

4.20
0.81

75.06%
39.85%

563
6.57%

KSE100 Index
6M KIBOR
CPI Inflation

Economic Data

Mar/08
15,125.3
10.32%

 14.12%

Jun/08
12,289.0
14.19%

  21.53%

Sep/08
9,179.7
14.52%

 23.90%

Dec/08
5,865.0
15.70%
23.34%

Feb/09
5,727.5
13.03%

Portfolio Details

Pakistan Oil Field Limited
Pakistan Petroleum Ltd.
Fauji Fertilizer Co. Ltd.
Oil & Gas Dev. Co.
National Bank Of Pak. Ltd.

Fauji Fertilizer Bin Qasim
Arif Habib Securities Ltd.
Engro Chemical
Packages Ltd.
JS Co. Ltd.

Top Ten Holdings of the AAAF
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NAV 48.9281

Fund Manager
Fund Type
Launch Date
Registrar

Usman Ashraf
Open-end Asset Allocation Fund
10 September 2007 (IPO)
Technology Trade Pakistan Ltd.

Listing
Trustee
Auditors

Lahore Stock Exchange
Central Depository Company
Ford Rhodes Sidat Hyder & Co.



Regional Office Karachi
Mezzanine Floor, Bahria Complex III,

M. T. Khan Road, Karachi
Ph: +92 21 5635312-4
Fax: +92 21 563 5315

Head Office
501, 5th Floor, Green Trust Tower,

Jinnah Avenue, Blue Area, Islamabad
Ph: +92 51 111 246 111
Fax: +92 51 281 3017

Regional Office Lahore
101, Ist Floor Siddiq Trade Centre

72 Main Boulevard Gulberg, Lahore
Ph: +92 42 5876277-8

Ph: +92 42 5792159, 5781774, 5781911,
042-111-246-111 FAX: +92 42 5792111


