
S E P T E M B E R 2 0 0 9





The key economic developments that took place in September 2009 were as follows:

The Kerry Lugar Bill, which entails USD 1.5bn per annum non-military aid assistance for Pakistan from 
the USA, finally received Senate approval. The legislation authorizes aid to the tune of USD 1.5bn/ year 
for the next five years, as part of a move by the US government to build a new relationship with Pakistan. 
Additionally, the meeting of the Friends of Democratic Pakistan (FODP) also reiterated economic 
support for Pakistan

The SBP decided to maintain the discount rate at 13% and CRR at 5% which was in line with the market 
expectations, although the absence of a CRR cut disappointed a certain section of the market.

The long standing issue of Circular Debt finally received a much needed shot in the arm, as PKR 85bn 
worth of TFCs were issued. This, in our view would go a long way in resolving the cumulative pressure of 
unpaid receivables/ outstanding debt in the energy sector as a whole.  Chief beneficiaries of this move 
would be the government owned utilities, as well as the OMCs and the IPPs.

FPI flows continued to be a major driver at the KSE, with flows of an additional USD 128mn, coming 
through in September.

The Pakistan Govt. reported a BoP surplus of $1.33bn and current account deficit of $0.55bn, down 80% 
YoY in Jul-Aug 09.  Import and exports were both down 5% and 0.4% MoM and 27% and 5.2% YoY in Aug 
09 respectively.  Remittances increased to $780mn, up 32% YoY in Aug, while CPI declined to 10.9% YoY 
but was up 1.7% MoM.

Key economic variables for September were as follows:

State Bank of Pakistan maintained the discount rate and the CRR at 13% and 5% respectively. The slight 
upward trend in the money market rates was observed during the month due to tight liquidity conditions 
as the market remained dependent on the State Bank of Pakistan for liquidity through OMOs (injections). 
This also resulted in pressure on the TFC prices in the market as they traded on lower levels.

In the last auction of the month the Central Bank received bids worth PKR136bn (approx). The accepted 
amount was PKR63.5bn (aprox) against a target of PKR 45bn. The cut-off yields for 3month, 6month and 
1year T.Bills were 12.4929%, 12.5996% and 12.5384% respectively. The target announced for this 
quarter is PKR145bn.

The third tranche of IMF amounting to USD 1.2bn was received and in line with that the US Senate also 
passed the Kerry Lugar bill according to which Pakistan is going to receive aid of USD 1.5bn annually for 
the next 5years. PEPCO issued Term Finance Certificate of PKR 85bn to resolve the energy sector crisis.

Foreign Inflows are expected by the end of this quarter and liquidity conditions are likely to improve 
subject to realization of these inflows. Recent decrease in the domestic fuel prices could result in better 
inflation figures going forward.             

Fixed income
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FX Reserves 
KIBOR (6 month)
KSE-100 index (Closing)

USD 14.491
Bid 12.40, Offer 12.65
9,349.68



Equity Market Review

Future Outlook

The KSE 100 continued to receive significant foreign inflows as the FPI for September was recorded as 
USD 128m. MoM, the KSE-100 was up 8%, closing September at 9350, with the daily turnover at 180mn 
shares per day.

With the result season in full swing, the market witnessed strong moves in the E &P, OMC and the 
banking sectors, with individual stocks up by around 6%-9%.

Another trigger compelling increased investor interest (local and foreign) was the possibility of the KSE 
being moved back into the MSCI Emerging Market Index from the currently MSCI Frontier Market Index. 
Although the review will take place sometime in November, the current position buildup was in lieu of the 
possible changeover.

Trend of Foreign Portfolio Inflow

Although the August rally continued well into September (Net flows of USD 89 and 128Mn for the two 
months), we feel that the market has, to a large extent, priced in the discounted valuations and the 
interest shown by foreign investors (on the back of rating upgrade) has also taken place.

Secondly, with the result season now over, most of the result oriented interest will also now start 
dissipating.

In our opinion, the market has reacted to the short term positives and could settle lower at around 8500-
8800 levels. With FY 2009 E & P and energy sector results having been announced, the market would 
now focus on the 9m results for the banking sector. These results would give a clear idea vis-à-vis the 
growth prospects and NPL positions of this sector, and hence determine the future course of the market. 

Other important triggers for future market direction will be:

?FODP flows

?New developments in trading mechanism at the KSE. There is currently talk of widening of 
circuit breakers to 10% (in 2 phases) with index triggers placed at 5%. Additionally, the 
introduction of new leveraged products/ mechanism could result in an increase in market 
volumes, which would have a positive impact on the market.
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Mar 09
Apr 09
May 09
Jun 09
Jul 09
Aug 09
Sep 09

Inflow (US$mn)
32
71
61
129
60
142
235

Outflow (US$mn)
-85
-83
-84
-123
-48
-47

-98.85

Net (US$mn)
-52
-12
-22
6
12
95
136



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.

During the month of September, Askari Income Fund has 
earned a return of 5.17%. The return for the month was below 
benchmark due to a few TFCs trading at lower prices because of 
tight liquidity conditions prevailing in the market and also due to 
some portfolio selling by some other mutual funds to meet 
pending redemptions. In spite of this temporary dip, the fund 
has posted a healthy return of 14.50% for CY09 (9 months). The 
fund size stands at 3.3bn during the month. 

The discount rate and the CRR remained unchanged in the 
monetary policy for OCT-NOV09 at 13% and 5% respectively. 
Money Market rate (both short & long term) have shown a slight 
upward trend during the month of September with the 6-month 
KIBOR increasing by 9bps from 12.56% to 12.65%. Reason 
behind this upward trend was the tight liquidity conditions that 
prevailed in the market as it remained dependent on the central 
bank for liquidity through several OMO,s (injections) throughout 
the month.
 
We expect liquidity conditions to improve this quarter on the 
basis of foreign inflows (Friends of Pakistan), decreased YoY 

CPI to 10.7, increase in remittances from abroad and increased FOREX reserves which may result in a 
discount rate cut by 50bps in the next monetary policy. Improving liquidity conditions will result in a 
rebound in the TFC prices hence improving the return of the fund. We expect the fund to yield in the range 
of 13% to 15% in the coming month. The weighted average credit quality of AIF TFC portfolio is 
approximately A+.

Askari Income Fund    
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NAV 104.06



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 7.62% 
during the month. The fund size at the end of the month 
stood at Rs. 310.302 million, showing a decrease of 
2.67% (month on month). Exposure in Equities was 
decreased by 6.22% and stood at 75.36 % at month end, 
whereas investment in cash stood at 24.64% 
respectively. The August rally continued through 
September with the KSE - 100 Index surging by a further 
8%. During the month the market tested 9750 - 9850 
levels where the fund manager accordingly reduced 
exposure. 

Askari Asset Allocation Fund NAV 65.0450
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