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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. 



According to the data released in the Fiscal Operations Reports of the Ministry of Finance the 
consolidated budget deficit of the federal and provincial governments during first nine months (July-
March) of fiscal year 2009-10 stood at Rs 625.960 billion or 4.2 percent of the GDP. Total revenue 
amounted to Rs 1.401 trillion in this period and expenditures amounted to Rs 2.027 trillion, resulting in 
budget deficit of Rs 625.960 billion.

The federal government had projected overall budget deficit at 4.9 percent of the GDP that include 
budget deficit of 4.6 percent of the GDP in 2009-10, with 0.3 percent deficit due to expenditure on 
Internally Displaced Persons, however, based on the data released the budget deficit in July-March 
shows that the country would face a much higher deficit by the end of the year.

The total financing of the total budget deficit, Rs 625.960 billion, was arranged through local and external 
borrowing that included Rs 92.646 billion external borrowing and Rs 533.314 billion from local borrowing. 
The local borrowing included Rs 322 billion as non-bank borrowing, Rs 210.832 billion as bank borrowing 
and there was no privatization proceeds in this period.

According to the Monetary Policy Statement released on 24th May 2010 "The economy is recovering but it 
lacks the necessary infrastructure and sufficient macroeconomic stability to build on the momentum." 
CPI figures released for the month of April during May were recorded at 13.26%. Actual figure was way 
higher than the expected figure of 12.1-12.4%. The main drivers of this increase were higher petroleum 
prices which resulted in the increase in transport and communication portion of the CPI. SBP's monetary 
policy announcement views inflation as: "The year-on-year CPI inflation, for instance, was recorded at 
13.3 percent for the month of April with a month-on-month growth of 1.7 percent. While adjustments in 
electricity prices, increase in domestic prices of petroleum products, and volatile movements in various 
food items have given a spurt to inflation, its persistence at a high level indicates that a fall in productivity 
has played a role as well. This signifies an entrenchment of expectations of double digit inflation, which 
must be checked to improve the prospects of sustainable economic growth" Therefore  due to the higher 
than expected inflation and the fiscal crisis SBP had to keep the discount rate unchanged at 12.5 % 
instead of decreasing it to provide a stimulus to the already lagging economy.

The budget for the coming year will pave new ways for tax revenue generation for the government along 
with reduction in the government expenditure due to the subsidies being cut down. Total revenues for the 
consolidated fiscal operations are expected to grow by 14% to PKR2.3trn. This growth is primarily led by 
enhanced tax revenue target for FBR to PKR1.65trn (20% YoY growth). At present supply chain due to 
different regimes under Sales Tax breaks up to certain levels i.e. importers, manufacturers and whole 
sellers; replacing sales tax with VAT (Value added Tax) targets additional PKR70bn for FY11.   Overall 
current expenditure is expected to swell by 5% YoY to PKR3trn - The unavoidable part of the budget 
including defence (+29% YoY to PKR442bn) and debt servicing (+4% YoY to PKR672bn) are to consume 
as high as 48% of the current expenditures. Power sector subsidies are expected to be confined only to 
interest payment over circular debt while subsidies for Fertilizer, Sugar and Wheat import are to be 
withdrawn in budget FY11. Fiscal deficit of PKR710bn - 4.2% of GDP with PKR169bn and PKR541 
financing from external and domestic sources respectively .Govt. expects GDP growth at 4.5% and 9.5% 
inflation for FY11. Considering the prevalent inflationary pressure (CPI at 13.26% in Apr10) and borrowing 
requirement from banking sector under higher interest rate environment, the said targets seem 
challenging to us

The month of May saw the market having a bearish trend mainly due to the pre-budget anxiety. The KSE-
100 index shed around 1100 points or 10.56% during the month to close at 9326.42.  The average daily 
turnover during the May was 100.68 million shares compared to 194.32million shares during April. The 
net inflow of foreign funds during the month of May was $25,623,039 according to the Foreign Investors 

Equity Market Review 

M a y 2 0 1 0



Portfolio Investment (FIPI) quoted by NCCPL. The market became bearish from the 6th of May onwards 
up to 14th of May. The Greek economic crisis had a negative spillover effect on the foreign investors. Also, 
the April 2010 inflation figures persisted with its rising trend as mentioned above in the economic update 
section. The KSE-100 Index continued to slide till the end of month despite the approval of the US$1.13bn 
tranche by the IMF under the Standby Agreement and drop in T- Bill yields during the May. Investor 
sentiments were also affected by target killings in Karachi, uncertainty about the taxes being applied in 
the budget and the ongoing political situation. In addition, the lack of consensus between the federal 
government and the provinces regarding the implementation Value-added tax added to the despair, as it 
could jeopardize further assistance by the IMF and other international lending agencies in the case of 
non-implementation and have negative consequences on the economy going forward.

The Pakistan Market is trading at a PE of 7.05x which compared to the region is at a discount of 43% 
whereas the dividend yield is 5.72% for the country.

In the first auction of the month held on 5th May SBP manage to raise PKR 90.8bn against a target of PKR 
75bn with cut-off rates tripping down by 12-19bps, mainly due to excess liquidity available in the market. 
In the second auction of the month held on the 20th of May bids for Rs. 74.12 billion MTBs got succeeded 
with cut-off yields 11.92%, 12.09% & 12.19% for 3, 6 and 12 months Market Treasury Bills respectively. 
Shortfall in foreign inflows also resulted in share of domestic financing increasing to 85% of deficit (52% 
through NSS and bonds while the remaining from banking system) from 79% last year. Due to the higher 
than expected inflation figure and fiscal pressures the SBP did not change the discount rate and kept it 
unchanged at 12.5%. Even though a buildup in Net Foreign Assets backed by gradual rise in exports, 
higher remittances, and realization of USD 656mn from Coalition Support Fund resulted in the recent 
surge in liquidity SBP remains focused on increasing borrowing demand from the GoP and is possibly 
taking the current liquidity situation as a short term phenomenon. Moreover, SBP reiterated that higher 
inflationary expectations must be checked in order to improve the prospects of sustainable economic 
growth therefore the discount rate remained unchanged.
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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.

Decline in prices of certain TFCs continued for a third consecutive month as some funds sold these debt securities at 
distressed levels to meet redemptions.  This affected the performance of AIF as well with some minor declines in the 
TFC portfolio.  As we had mentioned in the previous report, we expect the price of some of these assets to revert back 
to fair valuation levels once the selling trend subsides.  At such time, the fund may see healthy capital gains in the 
TFC portfolio resulting in much improved performance of the fund. 
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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 May, AIIF earned an annualized return of 8.39% 
bringing the FY10 return to 8.45%.  AIIF remains one of the best 
performing fund in its category and has outperformed the 
benchmark by nearly 1% and its peer group by nearly 8% during 
FY10. 

We expect the deposit rates to improve in June as fiscal year end 
approaches and also the commodity financing season ramps up for 
Islamic Banks.  The fund's duration remains in the 1 month range 
and we may increase it slightly if we get better opportunities in 
longer tenor placements.  
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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 decreased by 5.71% during the month. The fund size at the end of the month 
stood at PKR 228.250 m. Exposure in equities was  decreased by 1.17% and stood at 41.55% at month end. Cash balance 
stood at 49.16%, and TFC exposure stood at 9.29%. During the month, market was dominated by the bears for most of the 
month mainly on the back of pre-budget anxiety. Accordingly, we continued our portfolio allocation pattern of the last 
month and remained invested. for appropriate level to build up further position at some lower level. We feel that in a period 
of very volatile market the best strategy is to remain on the sideline and wait for appropriate level to build up further position 
at lower level.
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^Expense ratio has been calculated taking into 
account operating expenses excluding brokerage as a 
percentage of average net assets for the month

^Actual Return

Sector Allocation (%of Net Assets)
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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.

The AIAAF secured the number one position in its peer group for the month of May. On a MoM basis the AIAAF registered a 
decline of .42% versus a decline of 4.3% in the benchmark (for May the KMI - 30 fell by 9.28%). As mentioned in last month's 
FMR, our stance bordered on caution only because we were of the view that the market needed to adjust on the downside, 
given the existing negatives.
Going forward we are of the view that once the budget is out of the way, certain sectorial plays could come into the limelight - 
primarily the Fertilizer & the Cement sectors. However till the budget is announced we would maintain a cautious stance and 
only initiate action in the post budget phase. 
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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 
11.10% p.a. The net assets stood at PKR 1,549million. Investment in T-Bills stood at approximately 76% (of net assets) versus 
65% in the previous month. Investment in short term TDRs was increased by 9.69% to take advantage of attractive rates being 
offered by AA rated banks. The weighted average maturity of the fund was increased as compared to the previous month by 
making investments in slightly longer tenors but still keeping the Weighted Average Maturity (WAM) 64 days less than the 
regulatory limit of 90 days. The fund manager expects an upside in the interest rates on the back of higher inflation and tighter 
liquidity. 
The fund plans to balance its exposure between T-Bills and TDRs to take advantage of attractive yields being offered by banks 
at the half year mark. The fund is expected to yield a higher return in the coming months through active management of the 
WAM of the fund.
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^ Expense ratio calculated using operating 
expenses divided by average net assets
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63Wealth Management Centres Across Pakistan

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
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