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Pakistan's current account deficit narrowed by more than $6 billion YoY (7.84bn to 1.75bn) in the first half 
of the current fiscal year due to an increase in remittances and fall in imports. The deficit is just 22.4 per 
cent of what it was during the same period last year. The country's total liquid foreign exchange reserves 
dipped slightly by $140.20 million to $15.1038 billion in the week ended on January 23, 2010. According 
to break-up, foreign reserves held by SBP were $11.3301 billion while net FOREX reserves held by banks 
(other than SBP) were $3.7737 billion.

Projections to increase the exports during the current fiscal are heading towards failure as exports from 
Pakistan fell short of their targets in the first half of 2009-10. During July-December 2009, exports were 
projected to grow to $9.305 billion, but fell by $114 million to $9.191 billon in the period under review. On 
the other hand, massive export of raw cotton and cotton yarn has helped export of textile products to 
grow by 15.4 per cent to $830.99 million in December 2009 as against $720.23 million in the same period 
last year.

The inflation rates based on CPI, SPI & WPI in 2009-10 increased by 10.31%, 9.76% and 5.25% over 2008-
09 respectively. The inflation rates based on CPI, SPI & WPI in December, 2009 increased by 10.52%, 
13.40%and 14.96% over December, 2008 respectively. The inflation rates based on SPI & WPI in 
December, 2009 increased by 0.66% & 0.20% while CPI decreased by 0.49% over November, 2009 
respectively.

The Asian Development Bank (ADB) has declined to approve water and power ministry's plans for 
2250MW capacity addition through 14 rental power projects saying it would need 31 to 45 per cent 
increase in consumer tariff and consume more than $5 billion (Rs420 billion) of nation's foreign exchange 
in five years. The ADB was assigned the job of third party evaluation under a decision of the federal 
cabinet to examine agreements with rental power projects sponsored by the water and power ministry to 
end electricity shortage, following public criticism over RPPs for being too expensive.

The government is expected to slash Public Sector Development Programme (PSDP) 2009-10 by 50 
percent or over Rs 210 billion due to poor cash inflow of the funds pledged by Friends of Democratic 
Pakistan (FoDP) and reluctance of United States to release the reimbursement under the Coalition 
Support Fund (CSF). The government had allocated Rs 421 billion for development projects in current 
fiscal year's PSDP. Remittances sent home by overseas Pakistanis rose to $4.531 billion during first half 
(July-December) of the current fiscal year, showing an increase of $891.07 million, or 24.48 percent, over 
the same period of last fiscal year.

Minister of Finance Shaukat Tarin has said that stock exchanges would be taxed in the next budget (2010-
2011) in an effort to broaden the tax base. When asked about the next budget, he said that it would be 
announced in May.

World Bank is proposing a total of 6.5 billion dollar assistance to Pakistan under the proposed Country 
Partnership Strategy (CPS) for the next four years (2010-13) currently under reparation, in comparison to 
last Country Assistance Strategy (2006-09) which was 4.63 billion dollars, according to Country Director 
Yusupha Crookes.

Large-scale manufacturing (LSM) sector posted a growth of 0.66 percent during first five months of the 
current fiscal year as compared to 0.28 percent of last year.

The State Bank of Pakistan (SBP) announced it Monetary Policy Statement on January 30, 2010. It kept its 
policy rate unchanged at 12.5% for Feb-Mar 2010. While macroeconomic indicators have improved 
substantially over the last 1 year, risks to inflation, current account, and fiscal balance, coupled with 
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persistent power shortage, circular debt, and law & order situation restrained the central bank from 
reducing its policy rate.

Against market expectations of an upward change, Headline CPI for December 09 decelerated by 0.5% 
over the previous month bringing the YoY inflation to 10.50% against the market estimates of above 11%.

As per the data released by SBP, the country's current account deficit contracted by a solid 78% YoY to 
reach a deficit of USD 1,758mn, shrinking by almost 4.5times from a deficit of USD 7,846mn in 1HFY09.

The National Savings Bonds (NSBs) launched by the Finance Minister Shaukat Tarin on 12th January 
2010 secured subscription of Rs3.6 billion during the time (15 days) the register was open for 
subscription.

Some 4-16 basis points (bps) cut was witnessed in the cut-off yield of Market Treasury Bills (MTBs), in the 
final auction of the month. The State Bank of Pakistan on Wednesday accepted bids worth Rs 31.935 
billion with realized value of Rs 29.261 billion. With a reduction of 5bps, the Central Bank set the cut-off 
yield for three-month MTBs at 11.8742 percent. The six-month T-bills yield also declined by 16 bps to 
11.8970 percent. For the 12-month, the cut-off yield was set at 12.015 percent after a reduction of 4 bps.

Pakistan has paid $600 million on a maturing five-year Euro Sukuk Bond to foreign buyers. Entering the 
international bond market, Pakistan launched first-ever Euro Bond in 2004 through Citibank to dig up 
foreign exchange for external payments. Overall payment included $500 million of actual value of the 
bonds and $100 million interest on the five-year bonds.

The KSE 100 opened January strongly, continuing on the back of  upward momentum built around the 
later part of December. The initial sprint of the market saw the E & P sector perform strongly.  However by 
mid of the month, there was a slight shift in market momentum, a distinguishing feature of which was 
price decline even on strong corporate announcements.

With the market having retraced from its high of 10,000 points, we are of the opinion that big ticket 
corporate announcements in February (PSO and POL in particular) will set the tone for the future direction 
of the market. 
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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 January, AIF's return remained 
negative due to continued downward revision in TFC 
prices. Liquidity in the market remained tight for a third 
consecutive month and all variety of income funds 
remained under redemption pressure.  AIF was able to 
meet all these redemptions in a timely fashion, but was 
required to sell some TFCs at a discount to meet these 
redemptions, which resulted in negative return for the 
month.  

We expect this redemption pressure to subside in the next 
few months, which will lead to a rebound in TFC prices and 
better returns for the fund.  The same phenomenon was 
witnessed in the corresponding period last year, when 
TFC prices rebounded from the Dec-Jan lows and the fund was able to provide its investors 
with above market returns. Overall, we expect a 10%-12% return for the fund over the long run 
with some periods of price volatility.
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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 January, AIIF earned an annualized return of 8.39% bringing the FY10 return to 
8.32%.  For a second consecutive month, AIIF was one of the best performing funds in its category 
as the other funds continued to experience price decline in their Sukuk portfolios.  AIIF continued 
to outperform its benchmark by a healthy margin and the annualized return for the month was 
more than 6% higher than the peer group average.

We continued our portfolio allocation theme of the last few months and remained invested in 
short-term Islamic placements/deposits.  We feel that in a period of very volatile Sukuk prices, the 
best approach is to remain on the sidelines to avoid revaluation losses and avoid extreme return 
volatility. 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 maintain our expectation to improve the fund 
return to the 9%-10% level in the coming few 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 (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) size increased by 0.81% during the month. The fund size at the end of the month 
stood at Rs. 255.095million. Exposure in Equities was also decreased by 33.55% and stood at 39.34% at month end, 
whereas cash stood at 60.66%. During the month market moved both way and touched 10000 level but could not hold this 
physiological level and we witnessed selling at that stage which pushed the index below 9500 level and since then 
investors has become cautious about any future move of the market due to the political crisis after detailed verdict of the 
Supreme Court on NRO. Accordingly, we also decreased our equity investments during the month. In the coming weeks, a 
limited upward rally up to 9850 level is very much likely and foreign investors are again likely to increase participation.
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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.

After a strong monthly performance, the AIAAF continued with the same exposure levels as in the previous 
month. Focus of the fund centered on the energy sector, with the rest of the investments spread around the 
auto, communication and other sectors. For January the AIAAF recorded a month-on-month increase of 
1.50%.
With the market showing an early reversal after touching 10,000 levels (our estimates ranged between 10,300 -
10,500), the investment strategy at this point in time centers on caution. With February being a month of big 
ticket corporate announcements, we are of the opinion that half year announcements for the Energy and Power 
& Oil Marketing Companies sector would set the tone for the markets future direction.
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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 January, Askari Sovereign Cash Fund generated a return of 10.21%* p.a. against the 
benchmark return of 10.36%* p.a. The fund size increased by another 45% and stood at PKR 1,583million, as 
against PKR 1,095million in December, reflecting the confidence of investors in ASCF. Investment in T-Bills 
stood at approximately 83% (of net assets) versus 39% in the previous month. Approximately 6% (of net 
assets) were invested in TDR with AA rated banks against 9% in the previous month (the reduction was due to 
the increase in fund size). The remaining was maintained as cash with AA rated banks. The fund maintained a 
weighted average maturity of approximately 41days, which is 49days less then the regulatory limit of 90days. 
This reflects the high degree of liquidity and low degree of volatility of the fund as required by the investment 
objective.  

We expect the fund to yield in the range of 10.75% to 11.25% in the coming month.
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*Annualized - Net of Expenses - 70% 3-monthT-Bill + Average of 3 AA rated banks with highest quoted rates for 3 months.
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	Text4: 
	Disclaimer: This publication is for informational purposes only and nothing herein should be construed as a solicitation, recommendation or an offer to buy or sell any fund.  All investments in mutual funds are subject to market risks. The NAV based prices of units and any dividends/returns thereon are dependant on forces and factors affecting the capital markets. These may go up or down based on market conditions. Past performance is not necessarily indicative of future results. 


