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The global economy is beginning to pull out of recession but stabilization is uneven and the recovery is 
expected to be sluggish. Economic growth during 2009-10 is now projected to be about ½ percentage 
points higher than projected in the April 2009 World Economic Outlook (WEO), reaching 2.5 percent in 
2010. Financial conditions have improved more than expected, owing mainly to public intervention.

Standard & Poor's raised Pakistan's sovereign rating by one notch to B-minus, citing improvements in its 
external liquidity and reduction in its fiscal deficit. The rating outlook is stable. Moody's Investors Service 
also upgraded Pakistan's ratings on its foreign currency denominated sovereign debt from B3 with 
'negative' outlook to B3 with 'stable' outlook. Britain has pledged its commitment of 665 million pounds 
($1.08 billion) in aid to help Pakistan stabilize its violent border areas and tackle the underlying causes of 
extremism.

Pakistan will receive over $900 million from Friends of Democratic Pakistan (FoDP) by the end of 
December 2009. US has assured disbursement of over $400 million by the end of next month, whereas 
other Friends will transfer over $500 million by the end of December 2009. Pakistan remains hopeful that 
the Kerry Lugar bill, tabled in the US Senate in May 2009 seeking to triple the US military and non-military 
aid to Pakistan to $1.5 billion a year, and scheduled to be taken up by Congress in September, will be 
passed soon. 

Pakistan received 1.2 billion dollars from International Monetary Fund (IMF) during the month. The 
amount comprises 840 million dollars of the third tranche of the Stand-By Arrangement and 360 million 
dollars of an augmentation sanctioned by IMF board.

Country's foreign exchange reserves slipped to $12.85 billion in the week that ended on August 22 as 
compared with the previous week's figure of $12.96 billion. The SBP's reserves fell to $9.36 billion from 
$9.47 billion a week earlier, while reserves held by commercial banks were unchanged at $3.49 billion. 
Reserves jumped by $1.11 billion to $12.96 billion in the week that ended on August 15 when a new 
tranche of an International Monetary Fund loan entered the national treasury. The country posted $606 
million current account deficit during July 2009.

The government announced the first ever five-year Textile Policy 2009-14 that aims at taking the country's 
textile exports from the existing $10 billion to $25 billion by the year 2015. The Executive Committee of the 
National Economic Council (Ecnec) has approved 24 mega projects worth Rs 977 billion including 
Diamer Bhasha Dam. 

Recognizing the positive microeconomic developments, the State Bank of Pakistan reduced its key 
policy rate by 100 basis points to 13 percent to provide impetus to growth. Decline in money supply 
continued during the first week of August as M2 contracted by another Rs11.4 billion from negative 
Rs64.1 billion (-1.25 per cent) as on August 01, 2009 to negative Rs75.5 (-1.47 per cent) as on August 08, 
2009. The continuous decline is mainly due to drawdown of demand and time deposits within the 
banking system. Net Foreign Assets (NFA) showed an additional withdrawal of about Rs2.5 billion 
during the week to Rs39.5 billion which contributed in further monetary contraction.

The government decided to issue Term Finance Certificates of Rs90 billion to pay off the circular debt, 
according to a decision taken at a high-level meeting between banks and government officials. The rate 
on TFCs was decided to be Kibor (Karachi Inter-Bank Offered Rate) plus one percent. Unlike previous 
launch of TFCs for circular debt, it was decided that this time TFCs would be enlisted in the Karachi Stock 
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Exchange and would be opened for buying from Sept 1 to Dec 31. The SBP conducted its fourth T - bill 
auction of FY10 and accepted PKR39.22bn in bids against total received bids of PKR74.55bn. The yield 
on the 12M T-bill increased from 12.2292% to 12.4442%, an increase of almost 22bps. Moreover after 
rejecting all bids on the 3M and 6M T-bills in the last two auctions, the SBP accepted PKR2.48bn and 
PKR9.60bn respectively and set the cut off yields at 12.3792% and 12.5517%. 

Effective 17th August, 2009, State Bank of Pakistan (SBP) adopted a new framework for its monetary 
operations by introducing a corridor for the money market overnight repo rate. The introduction of this 
framework was aimed at enhancing effectiveness of market signaling, improve liquidity management, 
and foster stability and transparency in the money market operations. The new framework will likely 
reduce volatility in short term market interest rates, thus improving the transmission of monetary policy 
signals and strengthening its role in fostering price stability.

The KSE 100 index started the month at 7720.93. It rose by 12.37% during the month, and ended the 
month at 8675.67. Foreign investors' interest in capital market continued and a huge inflow of $72.23 
million in foreign portfolio investment was witnessed in the country's equity market during current month. 
An inflow of $23.79 million was recorded only in the week ended on August 28, 2009. Foreign investors' 
interest is reviving at the Pakistan's equity market due to improvement in the country's outlook by 
international rating agencies. FDI on the other hand, plunged 41.6 per cent at $200.1 million in July 2009 
as compared to $342.5 million in the same month last year.

The Securities and Exchange Commission of Pakistan approved the Draft of Margin Financing (MF). The 
important feature of the new system is that it eliminates systemic risk, as the new system limits extended 
funding in one scrip. Besides, the system (clearing and settlement) is not responsible for the default of 
financee.
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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.

Askari Income Fund earned a return of 5% during the month 
of August, which was lower than the previous month due to 
some pressure on prices of TFCs and Sukuks.  In spite of this 
temporary dip, the fund has posted a healthy return of nearly 
16% for CY09 (8 months). The fund size remained stable at 
about Rs. 3.45bn during the month.

Money market rates (both short and long term) increased 
during the month of August with the 6-month KIBOR climbing 
from 11.99% to 12.56%.  The major reason for this rise in 
money market rates was the less than expected cut in 
discount rate of 100bps, whereas the market had priced in a 
150bps-200bps easing.  As a result, liquidity remained tight 
during the month and rates crept higher.
    
We expect the prices of TFCs to rebound in the coming 
months after the upgrade of Pakistan's sovereign rating to B- 
from CCC, which will make debt instruments more attractive 
at the current prices.  In addition, if the inflation continues its 
downward trend in the coming months, SBP will be forced to 
cut discount rates further, making TFCs a better investment 
opportunity compared to TDRs.  We expect the fund to 
provide returns in the 13%-15% range for the next 6-8 months.

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

Askari Income Fund    NAV 103.63
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Investment Objective

Fund Performance

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 7.19% 
during the month. The fund size at the end of the month 
stood at Rs. 318.826million, showing a increase of 7.19% 
(month on month). Exposure in Equities was marginally 
decreased by 1.32% and stood at 81.58% at month end, 
whereas cash stood at 18.42%.During the month KSE-
100 index experienced a positive momentum due to 
foreign investment as well as corporate results 
throughout. Accordingly, the fund manager held the 
position as we are expecting market can go up to 9500 
levels in coming days. 

Askari Asset Allocation Fund NAV 60.4398
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