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ECONOMIC UPDATE 

 

Fund Manager Report 
February 2008 

 
The Government announced an increase in oil prices and power tariff at the end of the month. The increases are expected 
to increase inflation from 0.9% to 1.5%. However, the increase is likely to reduce pressure on the Government borrowing 
and check the swelling budget deficit. The Government put restrictions on release of funds for the public sector development 
program, effectively curtailing the Government development spending for FY08.  The Consumer Price Index (CPI) based 
monthly inflation jumped up from 8.79% last month to 11.86% during January 2008. Increase in the prices of wheat flour, 
ghee and cooking oil were the main reason behind the jump. Pakistan’s trade deficit increased by 77.84%in January and 
swelled to $2.053 billion against $1.154 billion last year mainly due to surging crude oil prices. Industrial growth slowed 
down to an average of 4.46 percent in the first half of current financial year, which has been the worst performance of the 
manufacturing sector in recent years. On the global scene, United States’ economy was perceived to be entering into a 
recession as the gross domestic product grew only by 0.6% (annualized) in the fourth quarter of 2007.  The European 
Commission cut its growth forecast for the Euro area from 2.0% to 1.7%. Equity markets remained directionless all over the 
world as the recession fears kept investors cautious. 
 
Fixed Income Market 
 
CPI-based inflation registered an increase of 
11.86% for the month of January on the back of 
18.20% jump in food inflation. Given the recent 
increase in oil prices, power tariff, and 
commodity prices, inflation is expected to 
increase further.  After announcement of the 
increases in discount rate (0.5%) and cash 
reserve requirement (1.0%) last month by the 
State Bank of Pakistan (SBP), all interest rates in the economy surged upwards though the surge was lesser than in the 
discount rate.  6-Month KIBOR rate increased from 10.07% at the start of the month to 10.27% at the end of the month. 
Average market yield of 3-Year, 5-Year and 10-Year PIBs increased by 28 bps, 39 bps and 49 bps, respectively. CFS rates 
also improved (94 bps) as the stock market surged up before and after the elections.  Three listed TFCs (UBL, Pak Arab 
Fertilizers and Pace (Pakistan) Ltd) were offered to general public for subscription. The Competition Commission, along with 
the SBP, is pushing commercial banks to increase their deposit rates though the increase looks unlikely at this point. Given 
the SBP’s intent to keep inflation under control, liquidity in the money market is likely to remain tight, and interest rates are 
expected to remain at current levels. 
 
Equity Market 
 
After remaining stagnant at very low volumes 
during the month of January, the KSE 100 Index 
gained 6.54% during February 2008. The Stock 
market started gaining upward momentum a 
week before the general elections. However, 
most of the gain came just after the elections.  
International research and brokerage houses revised up price targets for Pakistani stocks, which led to a major post-election 
rally in the banking sector. The banking sector rally was also backed by profits, which grew up by 13% (if additional 
provisioning requirement by the State Bank against non-performing loans is not considered) during CY07.  Insurance sector 
remained stagnant until the elections, as violence during and after the elections was feared. However, peaceful elections 
and subsequent calm gave a big boost to the insurance sector. Cement exports have picked up but half-yearly profits of 
cement companies remained below expectations. On the back of increased sales and higher oil prices, oil marketing 
companies declared very decent profits. Despite the visibly slowing world economy, oil prices shot up again from $85 per 
barrel as the OPEC announced its intentions to reduce production to keep the oil prices around $100 per barrel. Oil 
exploration and production companies gained significantly though their 1HFY08 profits were just normal. Profits, and capital 
gains, of the fertilizer sector improved considerably as domestic and overseas fertilizer prices have been rising sharply in the 
last few months. The chemical sector showed a somewhat lackluster performance compared to the last quarter. Going 
forward, analysts foresee a significant upside in the market if the process of formation of the new government is completed 
without major conflicts. Recession in the American and European economies may actually result in transfer of overseas 
funds into Pakistan’s equity market. 
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Registrar 

15 March, 2006 (IPO) 
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ASKARI INCOME FUND 

 

NAV 107.12 
Fund Manager Report 

February 2008 
 
Investment Objective 
 
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 investor with only one 
transaction of purchase of units will get invested into 
spread transactions, a range of debt instruments, short 
maturity securities and certificates of investment; with 
the view of seeking high yields while balancing risk and 
offering the investors the liquidity and the facility to join 
or leave the fund at their convenience. 
 

Fund Performance 
 
AIF’s return for February was 8.04% with the fund size 
decreasing slightly by 3% to 13.5 billion.  During the 
month of February, the portfolio composition remained 
essentially the same as compared to January.  We 
decreased the allocation to TDRs slightly as bank 
deposit rates continued to remain lackluster.  Prices of 
TFCs issued in the last 3-6 months continued their 
downward trend, while older issues remained stable.  
We feel this is due to two reasons; revaluation/re-rating 
of bond prices after the increase in discount rate and 
the oversupply of new TFC issues in the months of 
October and November. Also, some listed TFCs were 
converted to privately placed TFCs, while the coupons 
of others were revised downwards. These factors 
affected the performance of the TFC portfolio and put 
some pressure on the fund yield. We expect the TFC 
prices to stabilize in the coming month and actually 
start moving upwards sans the over supply of new 
TFCs.   
 
As mentioned in last months’ report, CFS rates have 
started to increase gradually.  We expect CFS rates to 
inch higher in the coming month on the back of an 
expected stock market rally and the implementation of 
CFS MKII, which will remove the CFS cap of Rs. 55 bn.  
We will continue to increase our allocation towards    
CFS to avail of this opportunity. 
        
We continue our focus on providing the best returns in the 
market within our risk management parameters, without 
compromising on credit quality.  The weighted average 
credit quality of the fund is A+ and more than 88% of the 
instruments in the portfolio are rated higher than A-. (CFS 
and RFS considered as A rated instruments)    
 
 

General Information 
Minimum Investment Rs 5,000 
Sales Load None 
Management Fee 1.5% 
Risk Low 
Manag’nt Company Rating AM3 by PACRA 
Performance Rating 5-Star by PACRA 
 
Fund Size and Growth 
 Feb 29 08 Jan 31 08 
Fund Size Rs 13.5 billion Rs 13.9 billion 
NAV* 107.12 106.44 
* Dividend of Rs. 11.06 paid as of June 30, 2007 

Fund Performance 
Rolling 1-Month 3-Month 12-Month Since IPO 

Return  8.04% 8.49% 9.27% 10.74% 
 
Standard Deviation* 0.80% 
Sharpe Ratio** 0.74 
* On monthly basis – last twelve months 

** Risk-free Rate is 6-Month Treasury Bill Rate 

Economic Data 
 Mar/07 Jun/07 Sep/07 Dec/07 Feb/08 
KSE100  11,271.6 13,772.5 13,351.8 14,075.8 14,934.3 
6M KIBOR 10.39% 10.02% 9.97% 10.00% 10.27% 
CPI Inflation 7.67% 7.00% 8.37% 8.79% -  

 

Portfolio Credit Quality 



 

Fund Manager Saeed Aziz Khan Listing Islamabad Stock Exchange 
Fund Type Open-end asset allocation fund Trustee Central Depository Company 
Launch Date 10 September, 2007 (IPO) Auditors Ford Rhodes Sidat Hyder & Co. 
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ASKARI ASSET ALLOCATION FUND 

 
 

NAV 99.8324 
Fund Manager Report 

February 2008 
 

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 (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 to 
September 13, 2007. 
 
 
Fund Performance 
 
The stock market saw a net inflow of US$154.68 
million as foreign portfolio investment during the 
month of February. All the inflows came just before 
and after the general elections. The Fund kept its 
equity exposure relatively low during the month due to 
uncertain political situation. Exposure was increased 
just before the election to benefit from the subsequent 
stock market rally. The KSE 100 Index closed at the 
month end with a gain of 6.54%. The Fund 
underperformed the Index by 3.82%. Cautious 
approach towards political risk led to the 
underperformance.  At the end of the month the Fund 
was invested 58% in equities and 42% in fixed income 

and cash.  
 
Global equities markets are still under pressure due to the 
credit market crisis. However, recession in the developed 
markets might cause diversion of funds towards emerging 
markets.   Pakistan should be major beneficiary though 
Pakistan’s cotton exports are likely to come under pressure. 
The new government setup is likely to improve the political 
image of Pakistan and may lead to greater foreign direct 
investment. This bodes well for Pakistan’s stock markets. 
The Fund management is hopeful that the Fund’s higher 
exposure in the oil exploration and production, commercial 
banking, and oil marketing sectors would help it outperform 
the KSE 100 Index in the near future. 

 

General Information 
Minimum Investment Rs 5,000 
Sales Load 2.5% front-end, 0.0% back-end 
Management Fee 3.0% 
Risk Medium 
Manag’nt Company Rating AM3 by JCR-VIS and PACRA 
 
Fund Size and Growth 
 29 Feb 08 31 Jan 07 
Fund Size Rs 642 mn Rs 731 mn 
NAV* 99.832 97.1924 
* Dividend of Rs. 1.99 paid as of June 30, 2007 

 
Fund Performance 
Rolling Return 1-Month 3-Month Since Inc.      FY08 

AAAF 2.72% 2.26% 1.82% -0.35% 
KSE 100 6.54% 6.68% 15.47% 8.44% 
 

Portfolio Details 
P/E (FY08) 11.82 
Beta 0.74 
R2 81.0% 
Max Drawdown (DD) 9.2% 
Number of days in DD 187 
Standard Deviation* 3.16% 
* On monthly basis 

 
Economic Data 

 Mar/07 Jun/07 Sep/07 Dec/07 Feb/08 
KSE100 Index 11,271.6 13,772.5 13,351.8 14,075.8 14,934.3 
6M KIBOR 10.39% 10.02% 9.97% 10.00% 10.27% 
CPI Inflation 7.67% 7.00% 8.37% 8.79% -  

 
Top Ten Holdings of the AAAF 
 

MCB Bank Pakistan Oilfields Limited 
Oil & Gas Development Company Adamjee Insurance 
National Bank of Pakistan Sui Northern Gas Pipelines 
Arif Habib Securities Limited Netsol Technologies 
Fauji Fertilizer Bin Qasim Pakistan Telecom Company 
 


