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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. 



The country's current account deficit has narrowed down by 69 percent in first seven months (July-
January) of current fiscal year mainly due to huge remittances and considerable decline in the trade 
deficit. According to the State Bank of Pakistan the country's current account deficit has declined by 
$5.569 billion during the July-January of fiscal year 2009-10, as compared to same period of last fiscal 
year. With current decrease, the country's overall current account deficit has narrowed down to $2.487 
billion. Pakistan's total outstanding foreign debt was $55.39 billion including the recent International 
Monetary Fund (IMF) tranche of $1.2 billion. The country's outstanding loans stood at $52.09 billion in 
June 2009. 

The hike in electricity and gas tariffs in January exerted an upward pressure on general price level, as 
inflation based on Consumer Price Index (CPI) surged by 13.68 percent in January over the 
corresponding period of the last year. The CPI for each month is announced in the second week of the 
proceeding month. Government enhanced the electricity and gas tariffs with the outset of New Year 2010 
due to which inflationary pressures built up once again. Though December 2009 witnessed a slight 
decline in CPI based inflation, however it surged by 2.42 percent in January 2010 over December 2009. 

On the investment front, Foreign Direct Investment (FDI) posted a sharp decline of over 54.6 percent 
during the first seven months of the current fiscal year. After the current decline, FDI stood at $1.17 billion 
in July-January period of current fiscal year, as compared to $2.59 billion in same period of last fiscal year, 
2008-09. Remittances from overseas Pakistanis showed rising trend as $5,198.13 million was received in 
the first seven months (July-January) of the current fiscal year 2009-10, showing an increase of $920.82 
million, or 21.53 percent, over the same period of the last fiscal year.  

Talks between Pakistan and International Monetary Fund (IMF) concluded on successful note as the 
Fund said it would release the 5th tranche of the standby arrangement programme worth $1.20 billion 
next month. After the week long deliberations, IMF approved new budget deficit target of 5.1 per cent for 
Government of Pakistan owing to huge expenditures on the ongoing War on Terror in the northwestern 
parts of the country. Moreover, the government after failing to control non-developmental expenditure 
has made a record cut in development budget of Rs150 billion or 37 percent. 

As the Circular Debt issue spirals out of hand, the Petroleum Ministry has requested the Finance Division 
to immediately arrange Rs 30 billion to support Pakistan State Oil (PSO) and Pak Arab Refinery Limited 
(Parco) which are on the verge of financial collapse. PSO dues against different clients had reached an 
alarming level of Rs 104 billion. Moreover, it has been decided that the outstanding electricity bills of all 
government institutions, including provincial governments, would be adjusted from their accounts. In a 
meeting held on 27th February, it was decided to issue term finance certificates (TFCs) worth Rs 15 
billion, to inject further liquidity to eliminate the circular debt issue.

The National Savings' investments were recorded at Rs 115 billion net during the first half of current 
financial year, showing a very positive trend as compared to the investments made during the 
corresponding period of last year. According to the Central Directorate of National Savings (CDNS), the 
investment during July-December (2008-09) stood at Rs 47 billion as against the investments of Rs115 
billion during July-December (2009-10). Trading in National Savings Schemes bonds at the Karachi 
Stock Exchange (KSE) will start in March. Investors parked Rs3.6 billion in the bonds with major 
contribution from high net worth individual investors and financial institutions in bonds of 3, 5 and 10 
month tenors.

The State Bank of Pakistan set a cut-off yield of 12.5389 percent on the benchmark 10-year Pakistan 
Investment Bond (PIBs) at an auction on 3rd February, 2010, up from 12.4406 percent. The Central Bank 
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received bids worth of Rs 25.121 billion of realized amount, out of which SBP accepted some Rs 10.11 
billion bids for 3, 5, 7, 10, 15, 20, and 30 year long-term bonds. 

The State Bank of Pakistan in the last auction of the month increased the cut-off yield on benchmark six-
month treasury bills by 23 basis points to 12.28 per cent per annum. In this auction, rates of T-bills of all 
three tenors were revised upward. The highest increase was noted in three-month T-bills whose cut-off 
yield was increased by 27 basis points to 12.19 percent. T-bills for one year tenor also saw an increase of 
24 basis points as cut-off yield has now reached 12.34 percent.

Equity Market Review

The KSE-100 Index witnessed a 69bps increase in the month ended February 2010. The index opened 
the month at 9614.19 and hit its highest closing at 9953.07. The bullish trend could not be maintained and 
market ended the month on 9657.79.The decline in the market could be attributed to the capital gains tax 
decision and the resignation of Finance Minister Shaukat Tarin. The Capital Gains Tax on stock trading 
would be levied from July 1 at 10 per cent for holding of less than six months and at 7.5 per cent where an 
investor retains securities beyond six months and up to a year. The tax is to be applicable on the purchase 
of shares after the end of the current fiscal year. 

For holdings of less than six months, the initial rate for first two years would be 10 percent, to be 
progressively increased by 2.5 per cent for next three years, which would carry it to 17.5 percent at the 
end of a five-year period. In case of holdings for a period of 6 to 12 months, the initial rate of 7.5 percent 
would be edged up by 0.5 percent a year, to cap it at 10 percent at the end of five years. Equity holdings 
beyond the 12-month period would be exempt from the CGT. 

The launch of Margin Financing (MF) in the stock market is being delayed due to unnecessary 
regulations on the part of Securities & Exchange Commission of Pakistan (SECP). MF is currently under 
review of SECP's Law Department and later on it would be forwarded to Ministry of Law for approval 
before it is formally launched in the capital 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 February, AIF's monthly return climbed 
into positive territory with a 5.6% annualized return bringing 
the total yield for the fiscal year to 4.6%. TFC prices 
stabilized during the month, which was partially reflected in 
the monthly return.  We also reduced the TFC exposure by 
more than 5% during the month and expect to reduce the 
TFC allocation to less than 30% of fund size in the next 3 to 6 
months. In addition, a debt security, which has been 
classified as non-performing, will be restructured during the 
month of March.  This will result in a one time gain in 
provisioning and previous accrual reversal.

Overall, we expect the fund to outperform the benchmark as 
the weighted average YTM of the TFC portfolio is more than 
18% and we expect some sporadic reversals in provisioning 
in the next few months.
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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 generate 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 February, AIIF earned an annualized return of 
8.8% bringing the FY10 return to 8.4%.  For a third 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 fiscal year was 
more than 8% higher than the peer group average.

We continued our portfolio allocation theme of the last few months 
a n d  r e m a i n e d  i n v e s t e d  i n  s h o r t - t e r m  I s l a m i c  
placements/deposits.  We will continue to keep our average 
duration in the 1 to 2 month range, so that the liquidity profile of the 
fund remains good. 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 gradually continue to improve the monthly return of the fund and expect the return to range between 9% and 9.5% 
going forward.
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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) decreased by 6.34% during the month. The fund size at the end of the month stood at 
Rs. 238.941million. Exposure in equities was also decreased by 2.16% and stood at 27.31% at month end, whereas cash 
stood at 61.95% and TFCs stood at 10.74%. During the month market moved both ways and tried to touch its previous 
high but at that stage we witnessed profit taking from all corners of the market which pushed the index below 9600 level 
and since then investors have become cautious about any future move of the market. Accordingly, we also decreased our 
equity exposure, and are now waiting for the right time to invest at attractive rates which are expected to come at around 
9200 level and below.
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Fund Commentary
Investment Objective: 

Fund Performance:

Askari Islamic Asset Allocation Fund is suitable for investors with a moderate risk profile who seek a Halal investment 
opportunity that diversifies fund risk and provides optimum returns. The fund may invest up to a 100% in any type of Shariah 
Compliant asset class (fixed income or equity).

The AIM Askari Islamic Asset Allocation Fund rode the market upside which was built on the back of better than expected half 
and full year results for 2010. However, despite pleasant surprises on the corporate front, equity prices failed to establish any 
upside momentum. Secondly, the impact of imposition of the CGT and general economic uncertainty (in the near term) called 
for lowering of equity exposure. The AIAAF NAV registered a change of -0.18% MoM. As in the case of previous quarter, AIAAF 
continues to maintain its pole position, the return based since inception was 2.84%. 
With the market still rife with uncertainty ( Finance Ministers resignation, the implementation Capital Gains tax and rumors 
regarding a possible increase in discount rate), we will continue to maintain a low equity exposure and gradually increase it as 
and when opportunities arise.

F E B R U A R Y 2 0 1 0



Investment Objective:

Fund Performance:

The 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 February, Askari Sovereign Cash Fund generated a return of 11.01%* p.a making ASCF 
one of the highest yielding funds amongst its peers. The fund size stood at PKR 1,515million. Investment in T-
Bills stood at approximately 77% (of net assets) versus 83% in the previous month. The remaining was 
maintained as cash with AA rated banks. To counter the expected rise in interest rates, the fund manager 
maintained a weighted average maturity of approximately 20 days, which is 70days 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 
investments objective.  

We expect the fund to yield in the range of 10.85% to 11.25% in the coming month.
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