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The International Monetary Fund approved the release of $1.2 billion aid payment to Pakistan on 
December 26, 2009. The approval of the fourth tranche could only be interpreted as positive news for the 
economy. Moreover, Moody's Investors Services have maintained Pakistan's B3 rating which reflects a 
gradual stabilization of its economic and financial strength.

The current account deficit for Nov09 came in at USD 275mn and brought the 5MFY10 total to USD 
1,359mn as compared to USD 7,318mn during 5MFY09. The 81% decline in deficit is reflective of the 
macroeconomic stabilization program implemented by the government, the decline in global commodity 
prices and a slowdown in economic activity.

The country's domestic debt surged by Rs. 219.5 billion to record level of Rs. 4.07 trillion during first four 
months of the current fiscal year (4MFY10) as against Rs. 3.85 trillion in June 2009, whereas remittances 
sent home by overseas Pakistanis continued to show a rising trend. Remittances of 3.832 billion dollars 
were received in the first five months (July-November) of the current fiscal year 2009-10, showing an 
increase of 866.13 million dollars or 29.20 percent over the same period of the last fiscal year.

The Ministry of Petroleum and Natural Resources has moved a summary to Prime Minister, seeking 
approval of 18 percent gas tariff hike across the board for all categories of consumers, including CNG, 
effective from January 1, 2009. A 12% increase in electricity prices will be implemented as of January 01, 
2010.

The State Bank shifted the entire load of oil import payment of around $10 billion to the private sector 
much earlier than the given deadline on pressure from the International Monetary Fund. The payment on 
import of crude was scheduled to be shifted to private sector from Feb 1, 2010 but the State Bank made it 
one and a half months earlier than the given time. This had a negative impact on Rs/USD parity, which 
resulted in the Rs. hitting its lowest level (vs. the USD) ever.

A negative growth of 0.65 percent was witnessed by the Large Scale Manufacturing (LSM) during the first 
quarter of ongoing fiscal year over the same period of last year. Official LSM figures released by the FBS 
showed a negative growth of 11.14 percent and 1.19 percent, respectively in petroleum products and 
production data of various industrial units. However what is heartening is that LSM figures reflect a 
slowdown in the rate of decrease, which is positive.

The headline CPI for Nov-09 increased 1.39% over Oct-09, taking YoY increase to 10.51%, a little higher 
than market expectation of around 10.00%. Key elements responsible for pushing YoY inflation into 
double digits were food items and petroleum products. Moreover SPI & WPI in November 2009 increased 
by 4.49% and 2.78% (month on month).

From 1.04% during Jul-Oct'09, growth in broad money (M2) escalated to 3.55% in the period Jul-Nov'09. 
Higher money supply during Nov-09 was driven largely by higher government borrowing for fiscal needs 
and partly by resumption of credit flow to the private sector.

SBP conducted the last T-Bill auction for the quarter on Dec 30, 2009; 3-month realized value stood at 
PKR5.84bn at a cut-off yield of 12.0577% (decline of 14bps), 06 month realized value stood at PKR4.71bn 
at a cut-off yield of 12.1009% (decline of 12bps) and 1 year realized value stood at PKR5.35bn at a cut-off 
yield of 12.0905% (decline of 10bps) against a consolidated target of PKR10bn.

SBP remained the major source of liquidity in the market, hence increasing short term rates to the top 
levels during most of the month. Despite these shortages there were a few downward movements in the 
interest rates during the month. SBP conducted an Open Market Operation (OMO) on Dec 26, 2009, 
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injecting PKR110bn for 1 week at 11.91% while banks placed PKR9.8bn with the SBP at the floor rate 
during the week. Stability is expected to be seen in longer tenors while shorter tenors are expected to 
fluctuate on the back of liquidity condition in the system.

According to the data released by the State Bank of Pakistan (SBP), banking spread for the month of 
November 2009 slipped to 7.33%, continuing with downward trajectory from its peak of 7.78% in January 
2009. Despite this declining trend, spreads have been exhibiting downward stickiness for the past few 
months, even with a substantial decline in 6M -KIBOR. Average spreads for 11M-CY2009 were recorded 
at 7.49%.

In the wake of slight recovery that was witnessed last month, December turned out to be a bit anti-climatic 
for KSE-100. Although by month end, the index had cautiously progressed towards recovery, volumes 
remained abysmally low, averaging less than hundred million on a daily basis. MoM the KSE 100 moved 
up by 2% closing December at 9386 levels.

The most visible factor impeding any large scale recovery (dependent upon liquidity flows directed 
towards the equity market), was the fast deteriorating law and order situation - which assumed epidemic 
proportions in December. A new feature of the continuing terrorist attacks was the shift 
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in focus towards 
larger cities, thus exponentially increasing the impact and visibility of the war on terror.

This aside the economic/market related factors were more favorable compared to the previous months. 
Although foreign investment flows showed a slight fall in quantum, this was more due to year end 
consideration rather than any other factor.

Looking ahead, we feel that full year and half year results for the energy and banking sector would be the 
main drivers for the KSE-100. We feel that KSE still has a further 8-11% upside in short-medium term. 

D E C E M B E R R  2 0 0 9



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 December, AIF's return temporarily dipped into negative territory as TFC prices 
experienced substantial decrease due to selective selling to meet year end redemptions.  In spite of this 
month's low return, Askari Income Fund earned a very healthy return of 13% for the entire year (CY09), thus 
making it one of the better performing funds for the year.  Nearly all funds with substantial TFC holding incurred 
losses in the portfolio, which led to depressed returns for the month of December.   

We expect 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 performance to improve in the coming months.
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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, 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 7.59% during the month. The fund size at the end of the month stood at 
Rs. 253.063million, showing a decrease of 7.59% (month on month). Exposure in Equities was also increased by 19.62% 
and stood at 72.89% at month end, whereas cash stood at 27.11%. During the month, the market moved in a very narrow 
band as investors were very cautious about any future move of the market due to prevailing uncertain political condition in 
the country. The index made a nominal gain which provided all others to close their books at marginally better prices at the 
year end. Accordingly, we also increased our equity investments during the last days of the month. The market is likely to 
remain lackluster in the coming days. We hope that there will be a positive move during the coming month, and index will 
likely cross the 10500 level.
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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 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. 

Continuing with our cautious / slightly positive stance on the market, we increased overall equity exposure for the AIAAF to 50%. For 
December the AIAAF outperformed its peers significantly, recording a MoM increase of 0.67%. What was even more heartening was 
the fact that on a Quarter on Quarter basis, the AIAAF recorded an increase of 1.25%, which was 110 Basis Points higher than its next 
competitor, and 48 bps above the benchmark.
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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 the Shariah Advisor.

During the month of December, Askari Islamic Income Fund earned an annualized return of 8.55% bringing the 
FY10 return to 8.31%.  AIIF was the best performing fund in its category for the month as other funds 
experienced declines in their Sukuk portfolio thus resulting in overall low monthly returns.
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. 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 and fall in the range of 9.5%-10%.
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:

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 December, Askari Sovereign Cash Fund generated a healthy return of 10.65%* p.a 
against benchmark return of 10.23%* p.a, out performing the benchmark by 0.42%. The fund size increased by 
an enormous 85% and stood at PKR 1,095million against PKR 591million in October. The growth in Fund size in 
such a short span of time since the fund's inception shows the confidence of investors in our Fund Managers 
and the Asset Management Company. Investment in T-Bills stood at approximately 38% (of net assets) versus 
83% in the previous month due to sales received in the last few days. Approximately 9% (of net assets) were 
invested in TDR with AA rated banks against 8% in the previous month, as attractive deposit rates were 
prevailing in the market near year end (December End). The remaining was maintained as cash with AA rated 
banks. 
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 would further result in a downward change in the policy rate by 
another 50bps in the next monetary policy. This downward change will partially depend on the inflation figures 
for the coming months. We expect the fund to yield in the range of 10.85% to 11.15% in the coming month.
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