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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 SBP Second Quarterly Report incorporated only minor changes from last quarterly update. It 
highlights that the outlook for 2010 is mixed, with positives coming through a decent decline in Current 
Account Deficit (CAD) and buildup in reserves. This is driven by a decline in trade deficit, which has 
improved CAD estimates for FY10 from the earlier 3.7%- 4.7% of GDP to 3.2%-3.8%. Resultantly, the 
burden on reserves is reduced by about USD 900-1,600mn.

Overall economic growth is expected to fall within the range of 2.5%-3.5%, maintaining its earlier 
estimates. Meanwhile, the fiscal deficit target has been revised upwards from earlier 4.9% to 5.0%- 5.5% 
of GDP to incorporate higher security related spending and shortfall in revenue collection. While the 
implementation of VAT from Jul 01'10 is an important step (both in pacifying IMF and in boosting 
revenues) to reduce fiscal deficit burden, any significant growth in tax revenue is linked to economic 
recovery. Resultantly, it is important to fix the problem of supply bottlenecks to support industrial growth 
which should translate to higher tax receipts. Elimination of circular debt is one such key element in 
resolving energy sector cash flow problems.

 Pakistan has received $1.821 billion foreign assistance (loans and grants) during seven months (July-
January) of 2009-10, against the budgeted amount of $6.3 billion, which forced the government to cut 
development budget. This amount does not include loan disbursements by International Monetary Fund 
(IMF) under Standby Arrangement. The International Monetary Fund (IMF) is likely to meet by mid-April to 
approve the fifth tranche of a loan to Pakistan and a delay was purely for "bureaucratic" reasons. The 
actual utilization of Public Sector Development Program spending will be in the range of Rs 200 to Rs 225 
billion despite the directives of the prime minister to enhance the PSDP size to Rs 300 billion for the 
current fiscal year 2009-10. During the prime minister's visit to Planning Commission, he announced the 
increase in size of PSDP by Rs 50 billion to Rs 300 billion; however, the higher size of PSDP would threaten 
the International Monetary Fund (IMF) program.

The finance ministry has finalized plans to issue Rs100 billion Sukuk bonds before the end of current 
fiscal year to retire the circular debt that has been a major concern for the power generation companies, 
oil suppliers, refineries and exploration companies. The government had established Power Holding 
Company Limited (PHCL) under the administrative control of Ministry of Water and Power to transfer the 
entire debt owned by the power companies to its books. The Holding Company issued Rs 85 billion Term 
Finance Certificates (TFCs) on September 30, 2009 with a government guarantee. TFCs are not traded 
on the stock exchange. Although the transfer of the bulk of the remaining stock of circular debt of Rs 216 
billion is unlikely to be materialize any soon. 

 The Competition Commission of Pakistan (CCP) seized to exist on March 27, as the Competition 
Ordinance lapsed on the said date. The re-promulgation of the Competition Ordinance 2009 could only 
take place after the end of the current National Assembly session. Competition Ordinance 2009 is among 
seven ordinances that lapsed on March 26th. With consensus amongst the political parties with 
reference the 18th Amendment, appointment of judges and renaming NWFP, the re-promulgation of CCP 
seems likely. 

Equity Market Review

The KSE-100 Index witnessed a 7.16% increase in the month ended March 2010. The index opened the 
month at 9,657.79 and hit its highest closing at 10,282.63. The bullish sentiments enabled the index to 
close and stay above 10,000 levels, which could not be achieved in the previous months.  Sharp falls in 
the scrips values in the month of March attracted herds of foreign investors to invest in the local market 
despite many issues boiling up at the political and economic front. Foreign Investors Portfolio 
Investments for the month of March amounted a net buying of Rs.9, 498,105,614. 
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Fixed Income Review

State Bank of Pakistan (SBP) kept its discount rate unchanged at 12.5 percent for April and May amid 
worries about persisting inflationary pressure and a widening fiscal deficit. SBP had also kept the rate 
unchanged on Jan 30, when it announced the policy for February and March, after cutting it by 50 basis 
points to 12.5 percent on Nov 24.

Given the uncertainties pertaining to the fiscal and quasi-fiscal sectors, the present stance of monetary 
policy is striking a difficult balance between reducing inflation, ensuring financial stability, and supporting 
economic recovery. 

An upward adjustment in SBP's policy rate, at this juncture, runs the risk of impeding the still nascent 
recovery, while a downward adjustment runs the risk of fuelling an already high inflation. 

The consumer price index (CPI), a key indicator of inflation, rose 13.04 per cent in February from a year 
ago, and was up 0.39 per cent over January. Burdened by significant security related expenditures and 
shortfalls in revenues, keeping the fiscal deficit for FY10 within target would be challenging.

The government raised Rs 8.669 billion through auction of Pakistan Investment Bonds (PIBs), increasing 
the yield on 10-year PIB to 12.7502 percent from 12.5389 percent. It raised Rs 6.058 billion through the 
sale of 10-year bond, Rs 1.277 billion through three-year bond, Rs 1.092 billion through five-year bond 
and Rs 240 million through seven-year bond. For the three, five and seven-year bonds, the cut-off yields 
were raised to 12.4995 percent from 12.30 percent, 12.5999 percent from 12.4077 percent and 12.7007 
percent from 12.5002 percent, respectively.

The Central Bank accepted Rs 9.865 billion worth bids for the sale of 3-months Treasury Bills and set cut-
off yield at 12.1954 percent. The six-month T-bills yield set at 12.3481 percent with Rs 16.085 billion bids 
and for the 12-month, SBP accepting Rs 67.292 billion bids has set cut-off yield at 12.4062 percent.
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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 March, AIF provided a return of 2.7% bringing the annualized return for the fiscal year to 4.4%.  
The monthly return was once again affected by the volatility in TFC prices.  Although, the fund had reduced the 
exposure in TFCs by more than 5% in the previous month, the overall allocation to TFCs increased in March due to the 
reduction in fund size.  The restructuring of Maple Leaf Cement Sukuk has been completed and the company has 
paid all the outstanding mark up payments due from last year.  This is a healthy sign for the industry that delinquent 
companies are still serious in meeting their obligations, albeit in a delayed manner.  We are still looking for 
opportunities to further reduce the fund's TFC exposure and will decrease it in the coming 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 March, AIIF earned an annualized return of 
8.65% bringing the FY10 return to 8.44%.  We continue to maintain 
our strategy of providing consistent returns on a month-to-month 
basis, while eliminating any volatility.  We also continue to maintain 
high liquidity as depicted by duration of about 15 days.  

We continued our portfolio allocation theme of the last few months 
and remained invested in short-term Islamic placements/deposits.  
We will continue to keep our average duration in the 1 month or less 
range, so that the liquidity profile of the fund remains excellent. 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. 
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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 (Ready-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 1.67% during the month. The fund size at the end of the month 
stood at PKR 242.931m. Exposure in equities was also reduced by 0.39% and stood at 26.92% at month end. Cash 
balance stood at 62.76%, and TFC exposure stood at 10.32%. During the month, the market breached its previous high, 
subsequently ending the month at 10,178.43 points. For the coming period, (despite excessive foreign interest and 
inflows) we continue with our cautionary stance on the market and would only contemplate a change in investment 
strategy if there is a tangible improvement on the macro/micro front.
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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 AIAAF rose 0.41% against the market increase in excess of 5.58%. The reason for the lag in performance was the cautionary 
stance that the AIAAF maintained given the recent behavior of the market.
An important factor necessitating the risk averse approach had basically been the announcement of corporate full year results 
on which the market exhibited a lukewarm/negative response and was stuck in a tight range of 500-600 points.
For the coming period we continue to take a cautionary stance on the market, and will only review our position if there is an 
improvement (or signs of an improvement) in the macro/micro fundamentals.
However, the AIAAF will continue to participate in individual sectoral plays which have become a dominant part of the recent 
market behavior. Subsequently large concentrated exposure will be maintained in the index weighted items on the possibility of 
the KSE becoming a part of the MSCI emerging market index.
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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 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 March, Askari Sovereign Cash Fund (ASCF) generated a healthy return of 11.37% p.a 
against a benchmark return of 11.16% p.a. making ASCF one of the highest yielding funds amongst its peers. 
The fund size stood at PKR 1,427million. Investment in T-Bills stood at approximately 65% (of net assets) versus 
77% in the previous month due to sales received in the last few days. The remaining was maintained as cash 
with AA rated banks. To counter the expected rise in interest rates, and expected redemptions due to quarter 
ending in March the fund manager maintained a low weighted to average maturity. 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 10.90% to 11.30% in the coming month. 
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* Annualized
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