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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. 



Recent conclusion of talks between the Government of Pakistan (GOP) and IMF shed some light on the 
progress of the Stand-By Arrangement which should add positively to investor sentiments. The 
government has made commitments on key concerns of IMF regarding implementation of policies 
including VAT, resolution of circular debt, a 6% increase in power tariff, providing more autonomy to SBP 
and transferring GoP funds to single treasury account by June 2010. Further, Finance Advisor has stated 
that the IMF board meeting for fourth tranche will be held on May 14'10 and that there will be no immediate 
implementation of the 6% hike in power tariff but it will be done later nevertheless. It is clear that the GoP is 
in a tight situation between committing with IMF to carry on structural reforms while at the same time 
facing negative public sentiments. Moreover, the GoP has sought an extension of FY10 fiscal deficit 
target by 0.2% of GDP to 5.1% of GDP. However, according to estimates fiscal deficit can touch 5.4% of 
GDP given that it has already reached 4.5% of GDP in 9mo FY10 (as reported in news) due to added 
expenditures and shortfall in tax revenues

Moreover, the GoP will likely restrict its development spending budget - a policy that is not supportive of 
economic growth. However, development funds from foreign sources (Kerry Lugar Bill, ADB and WB's 
recent multi donor fund) will act as a positive trigger for growth. Downside risks to growth apart from 
above problems, include an unanticipated risk of hike in global commodity prices. Moreover, uncertainty 
in domestic inflation outlook due to delays in subsidy removals and impact of VAT on services adds to the 
risk of future economic growth.

Real GDP is expected to grow at around 3.0-3.2% YoY in FY10 compared to 2.0% YoY last year. Growth 
this year will be driven by recovery in the Large Scale Manufacturing (LSM) sector followed by a mixed 
trend in agriculture, while services sector growth is expected to slow down. Services sector still 
contributes the highest to value added growth in the economy, with a share of over 50%. The FY10 growth 
target for the sector in the budget was set higher at 3.9% compared to 3.6% recorded last year. This 
possibly took into account the anticipated acceleration in trade volumes resulting in higher profits in retail 
trade and transportation sub-sectors. Output from the agriculture sector is expected to grow by about 
3.3% - below the budgeted target of 3.8%.

The acceleration in growth of the LSM sector in FY11 is conditional on 1) Improved power supply; 2) 
Implementation of incentives earmarked in the Textile Policy; 3) Resolution of circular debt; and 4) Lower 
financial charges in line with expected gradual cuts in interest rates; given all else remains the same.

Non banking domestic sources of financing have emerged well in line with the growing demand for 
financing. NSS instruments remained attractive this year as investments grew by PKR 169bn during 9mo 
FY10 compared to PKR 163bn in corresponding period of last year even though the average profit rates 
stood lower this year. In recent news, the Planning commission has suggested to increase after tax 
returns for individuals investing in NSS in order to push the savings ratio up from current 14.3%. 
Institutions will not be able to take advantage of the increase in profit rates, if it is put into force.

Newspaper reports over the last weekend suggested that Pakistan State Oil (PSO) is looking to increase 
its stake in Pakistan Refinery Limited (PRL) from 18% to over 51%.Moreover, PRL would be looking to 
issue rights shares, with other major shareholders namely Shell Pakistan (30%) and Chevron Global 
(12%) likely giving PSO the right to subscribe their portion of the issue. 

The Asian Development Bank (ADB) has pledged $40 million for energy efficient and cost-effective 
compact fluorescent lamps (CFLs) project. ADB and the Government of Pakistan at the end of April 
entered into an agreement in this regard. ADB is providing to Pakistan, a Multi tranche Financing Facility 
(MFF) Loan amounting to $980 million for the "Energy Efficiency Investment Program". The MFF Program 
will be co-financed by ADB and French Development Agency (AfD). ADB share will be $780 million ($760 
million against OCR and US $20 million against ADF loan facility) and AfD share will be US $200 million. 
The counterpart funding by the Government of Pakistan will be equivalent to US $200 million. The amount 
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of the first tranche will be of US $65 million. ADB share US $40 million (OCR), AfD share US $25 million 
and GoP counterpart financing of US $20 million equivalent. A Multi tranche Financing Facility (MFF) will 
be utilised to finance short to medium-term projects, including (i) thermal power plant rehabilitation; (ii) 
industrial energy efficiency credit line; (iii) public and commercial building energy efficiency retrofits; and 
(iv) residential lighting and appliance replacement.

A co-ordination committee has been formed to cut 20% gas supply to fertilizer units. Federal Ministry for 
Industries and Production chaired a meeting to form a committee to implement the energy diversion 
strategy approved by Prime Minister Syed Yousuf Raza Gilani in energy summit meeting. This step has 
been taken to divert gas from fertilizer units to power generation sector in order to relieve masses from the 
intensity of the load shedding. This step would have bad effects on the fertilizer sector and would result in 
cut of the urea production, which will have adverse impact on agriculture sector. 

Equity Market Review 

Fixed Income Review

The KSE-100 Index witnessed a 2.45% increase at the end of April 2010 taking YTD gains to 11% as KSE 
was helped by US$80mn inflows .The index opened the month at 10178.43 and closed the month at 
10428.12. The highest level achieved during the month was 10677.47 with an average daily volume of 
189,772,639.4 shares. Most of the activity during the month was concentrated in the banks, personal 
goods, chemicals and telecom sectors. With the result season for the March quarter firmly behind us, the 
market interest is expected to shift towards the news flow on upcoming budget. It is expected that the 
market will remain under pressure given general lack of positive news flow and slow down in foreign 
flows. Energy prices inflation should remain in the limelight as the government is likely to revise up 
domestic petroleum prices by 3-5% on 1st May, along with expected power tariff hike of 6.5% and firm up 
decision on gas price hike. 

According to estimates the CPI inflation is expected to slip to 12.75% YoY in Apr10 compared to 12.91% 
last month. The delay in implementation of the last phase of subsidy removal in the form of a 6% increase 
in power tariff has temporarily prevented further upside in CPI for Apr10. Sources have quoted that 
adjusting for a 6% rise in power tariff; CPI would have edged up by 13% YoY

The US released USD 656mn to the GoP under Coalition Support Fund (CSF) as reimbursement for 
counterinsurgency operations. The last CSF payment of USD 349mn was released in Feb10. The Pak 
Rupee counterpart for the latest disbursement is expected to ease the budget situation as the GoP 
expected to receive about USD 2.3bn in CSF in FY10. Upcoming budgetary support from IMF of USD 
343mn (PKR 30bn) included in the fourth tranche, coupled with the recent CSF tranche equivalent to PKR 
55bn should act as a relief for 4Q FY10 budget financing. The GoP forecasts a deficit of PKR 137bn for 4Q 
FY10, out of which PKR 35-40bn is estimated to be borrowed from banks (4Q T-bill auction target less 
maturities due). However, retirement of SBP debt will remain a problem for 4Q FY10 as the GOP's excess 
borrowing by 3Q FY10 needs to be retired. As of Apr 23'10, government borrowing from SBP stands at 
PKR 85.9bn above the quarter-end ceiling limit.
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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 April, the fund's return dipped into negative territory due to revaluation losses in the TFC portfolio.  
This loss was due to distressed sale of Pakistan Mobile Communications (PMCL) TFC, a very widely held debt 
security, by a couple of funds to meet redemptions.  As a result, the PMCL TFC traded at a YTM of 18% resulting in a 
substantial decrease in price and thus revaluation losses.  Based on SECP Circular 1 of 2009 and Mufap pricing 
methodology, the price of this TFC may revert back to its original fair price of 97-98 in one month, if there are no more 
trades.  A couple of other TFCs, which are also priced substantially below fair value because of distressed sales will 
also experience price appreciation during this month based on the revaluation methodology of debt securities.
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Fund Commentary         

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 April, AIIF earned an annualized return of 8.55% 
bringing the FY10 return to 8.46%.  The asset allocation of the fund 
essentially remained the same as some of the Islamic 
TDRs/Placements maturing during the month were rolled over at a 
slightly higher rate.

We continued our portfolio allocation theme 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. Also, with yearend 
approaching, we will try to avail the market opportunities to reinvest 
the TDRs at higher rates. 

Investment Objective:

Fund Performance:
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Fund Commentary

Investment Objective:
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.

Fund Performance:
Askari Asset Allocation Fund (AAAF) size decreased by 0.36% during the month. The fund size at the end of the month 
stood at PKR 242.066 m. Exposure in equities was  increased by 15.80% and stood at 42.72% at month end. Cash balance 
stood at 47.45%, and TFC exposure stood at 9.83%. During the month, despite excessive foreign interest and inflows 
market remained range bound as local investor were cautious to take fresh position but accordingly we increased our 
equity exposure by nominal percentage and we still continue with our cautious 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 fell by 0.11% against the market increase in excess of 2.72%, mainly due to our cautious stance on the market.
Although April witnessed large foreign inflows, our marginal exposure to equities was based on a possible increase in interest 
rates in May coupled with a significant correction expected in regional emerging markets (based on a slowdown in the Chinese 
economy & Greece's debt crises). Additionally the nature of foreign inflows has been extremely stock specific and has been 
unable to generate a broad based market rally, and with volumes on the lower side, the market has been exposed to sharp 
downside reversals in the absence of foreign support.
For the coming period we will continue with our current stance and look in position building at lower levels
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Fund Commentary

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 April, Askari Sovereign Cash Fund (ASCF) generated a return of 10.88% p.a against a 
benchmark return of 11.19% p.a. The net assets increased substantially by 25% and stood at PKR 1,844million 
against PKR 1,472million in March. Investment in T-Bills stood at approximately 64% (of net assets) versus 65% 
in the previous month due to fresh sales and artificially low T-Bill rates in the last few days of the month. The 
remaining was maintained as cash with AA rated banks. The fund manager increased the weighted average 
maturity of the fund as compared to previous month to take advantage of any gains on T-Bills as a result of 
expected reduction in interest rates due to improving liquidity conditions, while managing the liquidity and 
volatility of the fund.
The fund plans to increase the exposure in T-Bills above the regulatory limit of 70% with the main focus on 
actively managing the duration of the fund to counter any changes in the interest rate scenario.   

We expect the fund to yield in the range of 10.85% to 11.30% in the coming month.
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City

Abbottabad

Faisalabad

Gujranwala

Islamabad

Kamra

Karachi

Lahore

Larkana

Multan

Peshawar

Quetta

Rawalpindi

Sialkot

Number of Branches

1

3

1

8

1

19

15

1

2

2

4

5

1

4




