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Outlook on world economic recovery has improved but still remains uncertain. IMF's projection of global 
growth has marginally improved since Apr09, as its Jul09 World Economic Order suggests 1.4% world 
GDP growth against Apr09's forecast of 1.5%. Commodity prices have rebounded ahead of the recovery 
reflecting improved market sentiment.

On the domestic front, the major grey area remains the poor investment climate which failed to prop up 
private sector credit. Moreover, credit growth of banks has slowed down owing to rising Non-Performing 
Loans (NPLs) and increased preference to invest in government papers on the back of high interest 
rates. On the security front, decisive measures have been taken by the Government of Pakistan to 
address the insurgency, and these initiatives have enjoyed broad popular domestic support. Interna-
tionally, many countries have demonstrated their solidarity with the Government of Pakistan in the form of 
tangible commitments.

The problem of energy shortage is still grave and nothing concrete has yet been done by the government 
to overcome this problem. A short term solution of using rented power plants is being planned out by the 
government, but more will need to be done if the problem is to be addressed in the long term. Due to a 
drastic increase in petrol and diesel prices food inflation is likely to go up on a monthly basis. Headline 
inflation averaged at 24.5%YoY in 1Q FY09 with an average 2.1% monthly inflation during the period. 
Monthly inflation is likely to hover around 1% this quarter after tweaking our earlier estimates downwards 
owing to delay in hike in electricity tariff. Foreign exchange reserves are holding up over USD 12bn 
supported by USD 500mn project aid from Asian Development Bank (ADB). Import demand has shrunk 
during FY09, while remittances inflow continued to thrive despite global recession. Resultantly, the 
current account deficit reduced to USD 8.9bn in FY09 against all time high of USD 13.9bn.

With regards to the third IMF tranche, given that 1) The government has met all targets pertaining to 3Q 
FY09; and 2) IMF has accepted delay in electricity tariff hike which was initially to be implemented from 
Jul 01'09, it appears likely that the transfer of third tranche would be accepted on Aug 07'09. Further, IMF 
has also reportedly accepted government of Pakistan's request for additional credit line of USD 2bn 
each for FY10 and FY11 as insurance against delay in aid from Friends of Pakistan.

The SBP has delayed the Monetary Policy Statement (MPS) till 15th Aug-09. It is believed to be due to the 
IMF review which is expected on 7th Aug. As the fund has withheld the decision regarding additional loan 
of USD4bn and deferred the disbursement of USD840mn tranche thus provoking uncertainties over the 
receipts of funds. The Trade Policy 2010 was announced on 29 July 2009. The policy offers targeted 
support to certain segments of the export sector. The orientation of the policy, however weak, seems to 
be towards diversification and making the economy competitive to claim a higher share in the 
international trade. Exports are targeted to increase by 6% over the last year to $18.8 billion in 2009-2010, 
10 percent in 2010-2011, and 13 percent in 2011-2012. For the first time, Textile policy will be announced 
separately. In the past, it has been a part of the Trade Policy. The trade policy aims to create a special 
fund of Rs 2.5 billion for product development and marketing in order to increase the sophistication level 
of the sector. Moreover, the government aims to devise a medium term strategy to boost exports of gems 
and jewels, and to provide incentives to facilitate technology acquisition, adoption, replacement with the 
twin objectives of energy efficiency and environmental protection. Furthermore, their aim is to engage 
with the larger trading partners like US and EU for greater market access and utilize the Reconstruction 
Opportunity Zones for providing zero duty facility for exports to US, and to launch a comprehensive plan 
for the promotion of export of Services.

J U L Y  2 0 0 9



Fixed Income Market

Equity Market 

Effects of monetary easing are clearly visible with benchmark 6m KIBOR down 407 bps CYTD. It is 
expected that SBP will cut the discount rate by another 100-150bps in the upcoming Jul-Sep09 
Monetary Policy Statement. Improving inflation figures give State Bank (SBP) room to continue its 
support towards restoration of the slumped economic activity by relaxing its monetary policy stance. 
According to SBP figures as of Jun 20'09, Broad Money (M2) grew by about 6.75% in FY09 up from 
negative growth in 1Q FY09 on the back of arrested NFA depletion and claims on government sector 
increasing particularly in the 4QFY09. Share of credit to private sector in M2 has declined from 0.65x in 
Jan09 down to 0.58x as of Jun 20'09 while it increased from 0.63x to 0.66x during the corresponding 
period of last year.

thThe Ministry of Finance held an auction for T-bills on 29  July for which the authorities have rejected the 
bids for 3m and 6m period and secured the total target of Rs45bn by realizing Rs49bn from 12m paper 
with cutoff for 12m settling at 11.88%. The govt. is securing funds to hedge the prevailing uncertainties 
over external inflows more through long term papers as the entire auction target was met through 12m 
paper. Moreover, in the next T-bill auction (due on 13 Aug-09) government of Pakistan targets net 
borrowing of Rs25bn (Rs80bn target against maturities of Rs55bn) for which we expect market 
participants to capitalize on government's budgetary needs and keep the rates on higher side. However, 
any positive developments in the expected IMF review (due on 7th Aug-09) are expected to fulfill 
borrowing requirement of the government, resultantly helping in sustaining rational levels for the 
secondary market yields.

The KSE 100-index stood at 7206.17 at the start of the month. It increased by 3.96% during the month, 
and closed at 7491.76 on 31 July, 2009. Considering the uncertainties regarding foreign inflows and 
upward shift in the secondary market yields, the stock market is expected  to remain jittery until the 
government receives cash from International Financial Institutions (IFIs) followed by a rate cut in the 
upcoming Monetary Policy Statement. As the equity market has taken a dip of 137pts soon after the 
announcement of the auction's bid pattern, the current scenario is expected to carry forward in the short 
term.  SECP approved the re-launch of Deliverable Future Contracts in 18 scrips during the month. 
Moreover, foreign investor confidence was restored to some extent and fresh inflow of foreign 
investment took place during the month. All this lead to heavy trading and the index soared during the 
month. The Net Foreign Investor Portfolio investment saw a considerable rise of 113% during July, and 
stood at $12,039,018 during the month.
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Investment Objective

Fund Performance

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.

The fund has earned an annualized yield of 13% during July 
and a healthy return of 17.5% for CY09 (7 months), placing it 
amongst the top performing funds in its category.  The fund 
size increased by nearly 15% to Rs. 3.5 billion compared to 
Rs. 3 billion at the end of the previous month. 

Money market rates (both short and long term) declined 
during the month of July with the 6-month KIBOR declining 
from 12.76% to 11.99% based on the expectation of 
discount rate cut by SBP.  The expectations were tempered 
a little by the delay in the announcement of MPS, which 
resulted in a rise in the cutoff yields of T-Bills.  We still 

maintain that inflation will decline in the month of July 
(expectation of 11%-11.5%), which along with other factors 
will provide the impetus for a 100bps or higher discount rate 
cut. 

Based on an improved liquidity environment, we expect the 
fund to yield between 13%-18% for the next 8-12 months.

The weighted average credit quality of AIF TFC portfolio is 
approximately A+.

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.

The fund has earned an annualized yield of 13% during July 
and a healthy return of 17.5% for CY09 (7 months), placing it 
amongst the top performing funds in its category.  The fund 
size increased by nearly 15% to Rs. 3.5 billion compared to 
Rs. 3 billion at the end of the previous month. 

Money market rates (both short and long term) declined 
during the month of July with the 6-month KIBOR declining 
from 12.76% to 11.99% based on the expectation of 
discount rate cut by SBP.  The expectations were tempered 
a little by the delay in the announcement of MPS, which 
resulted in a rise in the cutoff yields of T-Bills.  We still 

maintain that inflation will decline in the month of July 
(expectation of 11%-11.5%), which along with other factors 
will provide the impetus for a 100bps or higher discount rate 
cut. 

Based on an improved liquidity environment, we expect the 
fund to yield between 13%-18% for the next 8-12 months.

The weighted average credit quality of AIF TFC portfolio is 
approximately A+.

General Information

Minimum Investment Rs 5,000
Fund 
Manager Adnan Muzaffar

Sales Load None Fund Type Open-end Income Fund

Management Fee 1.50% Launch Date March 15-16, 2006 (IPO)

Benchmark 3-month KIBOR Registrar Technology Trade Pakistan Ltd.

Risk

 

Low Listing Lahore Stock Exchange

Management Company Rating

 

AM3 by PACRA Trustee Central Depository Company

Performance Rating

 

3-Star by PACRA Auditors Ford Rhodes Sidat Hyder & Co.

Fund Performance

Return
 

1-Month 3-Month 6-Month Since IPO

AIF* 12.93% 14.17% 15.92%
 

Fund Information

Month
July 31
09

June 30
09 Sharpe Ratio** (0.15)

Fund 
Size

Rs. 3.5
bn

Rs 3.1 
bn

Duration 
(months) 2.4

NAV* 103.20 102.14 Expense Ratio 1.77%

7.71%

Benchmark*         11.88% 12.82% 13.20% 10.18%
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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.

Askari Asset Allocation Fund (AAAF) increased by 3.23 % 
during the month. The fund size at the end of the month 
stood at Rs. 297.348 million, showing a increase of 3.23 % 
(month on month). Exposure in Equities was also 
increased by 26.32 % and stood at 82.90% at month end, 
whereas investment in TFCs and cash stood at 9.94% and 
7.16% respectively .During the month KSE-100 index 
experienced a positive momentum throughout the first 
half of the month on the back of positive news like 
reduction in NSS rate and other macroeconomic news. 
Accordingly, the fund manager buildup some position in 
few blue chips companies to make good profits at some 
higher level in coming days.

Fund Performance

Top Ten Holdings of the AAAF
 Pakistan Oil Field Limited Adamjee Ins. Co. Ltd.

Engro Polymer

 

National Bank Of Pak. Ltd.

Hub Power Company

 

Shell Pakistan ltd..
Engro Chemical

 

Fauji Fertilizer Co. Ltd.

Pakistan State Oil

 

Oil & Gas Dev. Co.

Portfolio Details  

P/E (FY09)

 

7.12

Beta

 

0.80

R2

 

78.16%

Max Drawdown (DD)

 

60.70%

Number of days in DD 670

Standard Deviation* 10.38%

* On monthly basis

Fund Performance 
Rolling Return 1-Month 3-Month Since Inc. FY10 
AAAF 3.23%

 
-3.35%
 

-41.65%
 

3.23%
 

KSE 100 7.80%% 4.40% -40.30% 7.80%

09-Apr 09-May 09-June July-10

KSE100 
Index

7202.10

 

7276.61

 

7162 7720.93

6M KIBOR 13.35%

 

13.75%

 

12.76% 11.99%

CPI Inflation 17.20 14.4 13.1 -

General Information  

Minimum Investment
 

Rs 5,000
 

Fund Manager
 

Usman Ashraf

Sales Load

 
2.5% front-end, 

 

Fund Type

 

Open-end Asset Allocation Fund

Management Fee

 

3.00%

 

Launch Date

 

10 September 2007 (IPO)

Risk

 

Medium

 

Registrar

 

Technology Trade Pakistan Ltd.

Management Company Rating AM3 by PACRA Listing Islamabad Stock Exchange

Auditors Ford Rhodes Sidat Hyder & Co. Trustee Central Depository Company
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