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The delayed flow of much awaited foreign soft loans from Friends of Democratic Pakistan (FoDP), have had an 
adverse impact on SBP's borrowing. The currency-in-circulation (CIC) increased during the second week of 
November rising by Rs. 8 billion, after witnessing an increase of Rs. 46 billion in the week before. The 
magnitude and timing of expected non-IMF foreign inflows remain uncertain, and could put pressure on SBP's 
liquidity management ability and government's budgetary financing.

Germany has agreed to enhance development assistance to Pakistan from 80 million Euros to 125 million 
Euros to help strengthen Pakistan's economy and to wipe out terrorism and extremism from the country.

The World Bank has approved $500 million to support the government's program to regain and maintain 
economic stability and steer the economy back onto a higher growth path. Moreover, the US Ambassador to 
Pakistan, Anne Patterson has said that United States would transfer $800 million to Pakistan by the end of 
March next year for support of different sectors under the Kerry-Lugar bill.

Saudi Arabia has announced that it would give a $380 million loan to Pakistan, of which $200 million will be 
spent to cover the budgetary deficit whereas $100 million will be spent to buy urea for the coming crop season. 
The remaining $80 million will be spent on Neelum Jhelum Hydro Power project.

Consumer Price Index (CPI) rose by 8.87% in October; the slowest pace in 22 months, but analysts state that 
inflation is likely to rise at a faster pace in coming months. On a month on month basis, the index was up 0.95%.  
The Morgan Stanley Capital International Inc (MSCI) remained persistent on classifying Pakistan in its Frontier 
Markets instead of upgrading it into the category of Emerging Markets. The inclusion of Engro Chemicals and 
exclusion of NIB Bank from MSCI's frontier were among the key changes.

Pakistan's foreign exchange reserves declined to $13.90 billion in the week ended November 21st as 
compared to $14.2 billion the previous week. The country's current account deficit fell to $1.07 billion or 16 
percent during the first four months of the current year as against $6.657 billion during the same period last 
year. Although, exports are on the decline, growing by just 6 percent, the country would get significant relief due 
to a falling current account deficit. The main part of the current account deficit is the trade deficit which also fell 
sharply in the four months, mainly on account of imports decline. 

Overseas workers' remittances, rising with an average 32 percent per month, have set a record, mitigating the 
adverse impact of imbalances on external accounts. According to the latest data issued by the State Bank, the 
country received $3.089 billion in the first four months of the current fiscal year. The inflow is 31.7 percent higher 
than remittances during the same period last year.

Agricultural credit disbursement by commercial and specialized banks increased by 9.10 percent year-on-
year to Rs. 62.839 billion in the first four months (July-October) of the current fiscal year (FY10). In absolute 
terms, disbursement of credit to agriculture sector increased by over Rs 5.239 billion in July-October, 2009 as 
compared to a total disbursement of Rs 57.60 billion in the same period last year.

The State Bank of Pakistan announced its monetary policy for the next two months, and inline with market 
expectations the discount rate was cut by 50 basis points, to 12.5 percent. The cut was announced mainly to 
support the recovering real economic activities as key macroeconomic indicators have already been showing 
substantial improvements. However, the central bank said that overall level of risk and uncertainty in the 
economy had increased considerably, given the present law and order situation.

Other than the adjustment in money market rates due to the Discount Rate cut, both short & long term rates 
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remained on top levels during major part of the month. This was mainly due to liquidity shortages in the market 
as SBP remained the major source of liquidity through frequent OMOs which reached PKR 145bn (approx).

There were two T-Bill auctions conducted by State Bank of Pakistan in the current month. In the last auction of 
the month, Central Bank accepted bids worth PKR 23.95bn (approx) against the target of PKR20bn. The 
central bank slashed the cut-off yield on 12-month T-bill by 31 basis points to 12.21 percent and raised Rs17.4 
billion. Similarly, the cut-off yield on benchmark 6-month treasury bills was cut by 23 basis points to 12.32 
percent and an amount of Rs4.9 billion was raised. The three-month T-bill was slightly slashed by 5 basis points 
to 12.37 percent and a meager sum of Rs1.65 billion was raised. The government also raised Rs 15.4bn 
(approx) through an auction of Pakistan Investment Bonds, slightly reducing the yield on 10-year bond to 
12.4406 percent from 12.50 percent.

With the index making a low of 8684 (mid month) before rebounding, the KSE 100 index closed the month at 
9182; marginally up by 0.25%, with volumes shrinking by 45% over the previous month. The surprising feature 
of the market in November was the continued foreign interest/participation. Despite significant outflow of 
foreign investment in October, and lack of any positive news flow, there was an inflow of USD 12Mn during 
November.

However, besides this, there was no surprising development in the market as the better part of November was 
marked by low volumes and lackluster behavior. With deteriorating law and order situation and lack of positive 
expectations, the market is expected to continue in the same vein in the short-medium term.

Although we do expect price build-up on the back of December end results, the impetus that any such move 
would require would be a considerable improvement in the prevailing law and order situation.

Equity Market Review
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Fund Commentary

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 November, Askari Income Fund earned an annualized return of 13.6% bringing the CY09 
(eleven month) return to 14.75%, which makes it one of the highest yielding funds amongst its peers. This was 
partially possible due to the revaluation gains on the TFC portfolio as a result of reduction in the policy rate by 
50bps announced later this month.    
The YoY CPI inflation dropped to single digit of 8.9% for the month of October along with significant 
improvement in the current account balance as compared to the previous year. Other than the adjustment in 
money market rates due to the cut in the discount rate, both short & long term rates remained on top levels 
during major part of the month. This was mainly due to liquidity shortage in the market as the central bank 
remained the major source of liquidity through frequent OMOs (injections) which reached PKR 145bn 
(approx). Any further cut in the policy rate would depend on improvement in the law and order situation 
resulting in reduced level of risk and uncertainty in the economy. 
We expect the liquidity conditions to improve on the back of foreign inflows but it depends mainly on the timing 
of these inflows and their magnitude. This 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 months.
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** Depending on the class of units

Front-end load: upto 2%
Back-end load: upto 1%



Fund Commentary

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) decreased by 8.79% during the month. The fund size at the end of the month stood 
at Rs. 273.86million, showing a decrease of 8.79% (month on month). Exposure in Equities was also increased by 
4.78% and stood at 53.28% at month end, whereas cash stood at 46.72%. During the month, market moved in a very 
narrow band due to prevailing uncertain political condition in the country, which kept the players out of the market and 
forced them to hold minimum investment in the month of November .Accordingly, we also kept ourselves away from any 
major investment whereas we bought some shares at lower rates which is why our investment shows little gain in equity 
investments. We still believe market will remain lackluster in coming days and hope there might be positive move by the 
end of this month which might test the market's previous peaks in January 2010.
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Fund Commentary

Investment Objective:

Fund Performance:

AIIF is an open-end Shariah Compliant Income Fund which aims to provide investors with a stable stream of Halal 
income on their investments and generates competitive long-term risk adjusted returns by investing in a mix of 
Shariah Compliant fixed-income instruments after approval from Shariah Advisor.

During the month of November, Askari Islamic Income Fund earned an annualized return of 8.75% bringing the FY 10 
return to 8.25%.  The monthly return for November was nearly 100bps higher than last month as the fund took 
advantage of better placement rates with Islamic Banks due to their year end requirements.  We continue to place 
short term deposits to further take advantage of even better rates available at the end of December.

We have, as yet, not invested in any Sukuks as the price volatility in these instruments has been very high lately and 
has resulted in revaluation losses for other Islamic Income Funds.  We will evaluate Sukuks on a case by case basis 
and will only take positions based on superior credit quality and low price volatility.  We expect the return of the Fund 
to improve further in the coming months as Islamic Banks' deposit rates improve towards year end.  We expect the 
return to be close to 10% in the coming months.

In our opinion, the scope for Islamic Funds is increasing as these funds provide consistently better risk adjusted 
returns compared to other Shariah products.  We would like to inform our existing and future investors that all 
investments in the fund are made under the close supervision and guidance of our Shariah Advisor, Dr, Muhammad 
Tahir Mansoori and are carefully screened based on Shariah parameters and guidelines.
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Fund Commentary

Investment Objective: 

Fund Performance:

The Fund seeks to maximize long term total return (share plus income) while incurring less stock market risk than a 
fund made up entirely of stocks. The Fund may invest up to 100 % in any one type of Shariah compliant asset class 
(money market and/or stock market) and may easily change allocation to take advantage of directional macro and 
micro economic trends and undervalued stocks. The benchmark of the fund is 50% three month average deposit 
rate of 3 Islamic banks + 50% Islamic equity index (KMI 30 index). The duration of the fund will be six months. 

We continue to take a cautious stance on the market (which has been further necessitated by the extremely fast 
deteriorating law & order situation). Additionally lack of any news flow in the near term would in our opinion make the 
market behavior range bound to slightly negative.

For the period under review the AIAAF gave a MoM return of 0.19 % against the KMI 30 index providing a return of 
1.43%. The reason for the AIAAF lagging the KMI was our continued cautious approach and limited exposure. 
Additionally our largest exposure currently is in the Auto & Allied sector which moves with a lag viz-a-viz the market.
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Fund Commentary       

Investment Objective:

Fund Performance:

  

Objective of the Fund is to provide the investor with a high level of liquidity along with low credit and price 
volatility. The Fund shall provide the facility to invest in an underlying portfolio of government securities 
(Treasury Bills) and other Authorized Investments which shall enable the investors to manage their liquidity 
efficiently.

During the month of November, Askari Sovereign Cash Fund generated an impressive return of 11.73%* p.a 
against the benchmark return of 10.49%* p.a. making ASCF one of the highest yielding funds amongst its 
peers. There was a considerable increase in the fund size which stood at PKR 591million against PKR 
289million in October, having a weighted average time to maturity of 51days. The fund realigned its portfolio 
with the changing interest rate scenario by diversifying the funds into T-Bills, TDRs and Cash. Investment in T-
Bills stood at approximately 83% (of net assets) versus 78% in the previous month in order to capture the 
maximum advantage (capital gain) due to the policy rate cut. Approximately 8% (of net assets) were invested in 
TDR with AA rated banks against 0% in the previous month, as attractive deposit rates were prevailing in the 
market due to the increase in deposit requirements of commercial banks (December End). The remaining was 
maintained as cash with AA rated banks. 

It is expected that the requirement of deposits by commercial banks would increase in the coming months 
along with stable T-Bill rates. We expect the fund yield to remain in the range of 11.00% -11.25% in the coming 
month. 

*Annualized - Net of Expenses - Average of 3 AA rated banks with highest quoted rates  
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