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ECONOMIC UPDATE 

 

Fund Manager Report 
June 2008 

 
MESSAGE FROM THE CEO 
 
Dear Valued Investors, 
 
June was a volatile month for both equity and money markets in Pakistan.  KSE-100 index saw its best one-day performance in history 
after the KSE BoD and SECP decided to ban short selling and changed the upper circuit to 10% and lower circuit to 1%.  These steps 
resulted in the stock market climbing nearly 12% in a two day period.  However, these gains could not be sustained and the market closed 
the fiscal year at 12,289, registering a loss of nearly 10% for FY08.  The money market also remained volatile with 6-month KIBOR 
moving past 14% due to year end liquidity requirements.  The budget announced during the month provided one bright spot for the capital 
markets as the government extended the capital gains tax exemption for a further two years. 
 
During the month, to better serve our esteemed investors, we introduced text messaging service (SMS) to communicate daily NAV to all 
investors, and a call center facility through our toll-free helpline - 0800 24611 or 0800 AIM11 to provide information and support. Our 
existing and prospective investors can directly request subscription of NAV through text messaging by providing their information on our 
website. We are also pleased to announce that we will soon be launching the first ever open-ended capital guaranteed fund in Pakistan, 
both income-based and equity-based Shariah-compliant funds to add to the choices available to our clients.  Our team will continue to do 
its best to offer the best choices to our customers and earn the best possible returns on their money in the new financial year. 
 
Best regards 
Saeed Aziz Khan, CEO 
 
 
Fixed Income Market 
 
Month-on-month inflation for May came out at 19.2%, 
pushing the average inflation for 11 months of FY08 
further up to 11.1%. The current trend in inflation is 
expected to continue over the next few months. After 
the Discount rate and CRR hike in May by the State 
Bank, KIBOR rates shot up above 13.5%.  The rates 
went down initially during June but then began to 
creep up again as foreigners accelerated withdrawing 
portfolio investment from the equity markets of the country: a total of US$146.6 million was taken out of the country through SCRA 
account during June.  In addition, after the FY09 Budget, Moody’s Investors Service predicted that Pak Rupee is likely to depreciate to Rs. 
78 against the US dollar over the next two years. Rupee however, remained relatively stable during most of June as substantial official 
and private capital inflows were expected.  SBP conducted a PIB auction during the month in which the cut-off yields of all tenors were 
raised significantly.  Money market dealers speculate that rising yields on Treasury bills and PIBs are indicative of further Discount rate 
hike by the State Bank. In the listed TFCs market, a total of seven TFCs were listed during FY08 (Source: InvestCap). Four TFCs were 
floated by the financial sector while the other three were floated by various other sectors. A relatively small amount of Rs 5.57 billion was 
raised through the IPOs of these TFCs.  
 
 
Equity Market 
 
After falling substantially in May, the KSE 100 Index 
remained volatile during the month of June and 
finished with a small gain of 1.3%. Following the 
announcement of two-year extension in the capital 
gains tax exemption on June 04, the market soared 
for a few days. However, as the interest rates began 
to rise again in mid month, stock market started 
falling again. By June 23, the market had declined 
29% from its peak on April 21. On that date, the Securities and Exchange Commission of Pakistan announced a number of market 
stabilization measures to lift the market. The measures included reducing lower trading limit to 1% from 5%, and increasing upper limit to 
10% from 5%, and announced that it would take steps to launch a market stabilization fund to the tune of Rs 30 billion.  Banking sector 
stocks continued to fall in the wake of tighter monetary policy and mandatory payment of 5% markup on saving accounts. Highly 
leveraged cement company stocks were also hit as rising interest rates is expected to reduce their profitability. Rising input costs hit other 
sectors as well including Autos, Telecom, Chemical and the Pharmaceutical sector.  Oil exploration and production, oil marketing 
companies, refineries, and power stocks fared well as the profits in these sectors are relatively hedged against inflation and rising oil 
prices. Given some lukewarm prospects for the corporate sector in the wake of ever higher crude oil, food inflation and political stalemate, 
the stock market as a whole is likely to remain volatile over the next few months. 
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ASKARI INCOME FUND 

 

NAV 103.98 
Fund Manager Report 

June 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 
invest in or redeem from the fund at their convenience. 
 

Fund Performance 
 
AIF’s annualized return for the month of June was 
8.8%.  The funds’ annualized return since inception 
(March 2006) stands at 10.4%, which is one of the best 
amongst all income funds with more than two years of 
performance history. 
 
Liquidity remained tight during the month of June due to 
traditional half-year end requirements of banks and 
payments made to OMCs in lieu of Price Differential 
Claim (PDC).  6-month KIBOR crossed the 14% mark 
during the month and settled slightly above it at the end of 
the month.  We expect the KIBOR to remain at the current 
levels until the liquidity situation eases. 
 
The funds’ return for the month of June 
underperformed the previous month by 40bps due to 
revaluation losses on certain TFCs.  These are high 
credit quality KIBOR-linked floating TFCs, whose 
coupons have yet to reset. Once these coupons reset 
in the 15%-16% range in the next month or so, we will 
not only see increase in the overall TFC portfolio 
return, but also opportunity of some revaluation gains 
in these particular TFCs.  The return on the entire TFC 
portfolio improved from 12.3% to 13% during the month 
of June and we expect this to increase to 14%+ during 
July and August.  Overall, given the high interest-rate 
environment, we expect the funds’ M-o-M return to 
improve significantly over the next 3 months. 
 
 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 
97% of the instruments in the portfolio are rated higher 
than or equal to A-.  
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General Information 
Minimum Investment Rs 5,000 
Sales Load None 
Management Fee 
Benchmark 

1.5% 
3-month KIBOR 

Risk Low 
Manag’nt Company Rating AM3 by PACRA 
Performance Rating 5-Star by PACRA 
 

Fund Size and Growth 
 June 30 08 May 31 08 
Fund Size Rs 8.4 billion Rs 9.1 billion 
NAV* 103.98 103.26 
* Dividend of Rs. 6.038 paid as of March 31, 2008 
 

Fund Performance 
Return 1-Month   QTD_   FY08_ Since IPO 

AIF    8.8%   9.4% 9.3% 10.4% 
Benchmark*           13.1%           11.5%         10.3%      10.4%   
*Monthly Average 

 
Standard Deviation* 1.05% 
Sharpe Ratio** (0.3) 
Duration (months) 2.7 
Expense Ratio 1.79% 
* On monthly basis – last twelve months 
** Risk-free Rate is 3-Month Treasury Bill Rate 
 

Economic Data 
 Jun/07 Sep/07 Dec/07 Mar/07 Jun/08 
KSE100 Index 13,772.5 13,351.8 14,075.8 15,125.3 12,289 
6M KIBOR 10.02% 9.97% 10.00% 10.32% 14.19% 
CPI Inflation 7.00% 8.37% 8.79% 14.12%  -  
 

    Portfolio Credit Quality 

    Asset Allocation 



 

 

 
 

ASKARI ASSET ALLOCATION FUND 

 
 

NAV 87.8845 
Fund Manager Report 

June 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 and September 13, 
2007. 
 
Fund Performance 
 
Following the trend last month, foreigners withdrew 
another US$146 million from Pakistan’s equity markets 
during June 2008. The stock market received both good 
and bad news during the month.  Capital gains tax 
exemption was extended while steadily increasing 
interest rates made money market more attractive to 
investors. During the month of June, the KSE 100 Index 
gained 1.31% while the Fund gained a substantial 
6.68%, resulting in an outperformance of more than 5%. 
The Fund management took heavy position in the market 
at the most opportune time and thus was able to beat the 
index by a huge margin during the month. At the end of 
the month the Fund was invested 94% in equities and 
6% in fixed income and cash.  We expect the market to 
remain volatile in the coming months and will thus 
employ a trading strategy to take advantage of intra-
month peaks and troughs in the index. 
 
Tighter monetary policy has also forced banks to encash 
some of their liquid investments. The sharp rise in crude 
prices, the liquidity crunch and resultant slowdown in 
developed economies, rising global inflation and geo-
political tensions paint less than an optimistic picture of 
the world economy in the coming months. Political 
instability in Pakistan is hampering inflow of foreign 
investment and increasing risk for domestic investors. 
The Electricity shortage is crippling industrial and 
agricultural output as many factories can not operate 
optimally. We feel these factors could slow GDP growth 
in the coming months. In this scenario, the stock market 
is not likely to see any major rally soon. However, 
fertilizer, energy, oil marketing, refinery and power stocks 
may show some resilience. 

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 
 30 Jun 08 31 May 08 30 Apr 08 29 Feb 08 
Fund Size Rs 498 mn Rs 464 mn Rs 539 mn Rs 642 mn 
NAV* 87.8845 82.3856 96.4405 99.8324 
* Dividend of Rs. 1.99 paid as of June 30, 2007 

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

AAAF 6.68% -10.89% -10.16% -12.28% 
KSE 100 1.31% -18.75% -4.98% -10.77% 
 

Portfolio Details 
P/E (FY08) 10.99 
Beta 0.79 
R2 82.97% 
Max Drawdown (DD) 20.13% 
Number of days in DD 322 
Standard Deviation* 5.74% 
* On monthly basis 

 
Economic Data 

 Jun/07 Sep/07 Dec/07 Mar/08 Jun/08 
KSE100 Index 13,772.5 13,351.8 14,075.8 15,125.3 12,289.0 
6M KIBOR 10.02% 9.97% 10.00% 10.32% 14.19% 
CPI Inflation 7.00% 8.37% 8.79% 14.12%  -  

 
Top Ten Holdings of the AAAF 
 

MCB Bank Pakistan Oilfields Limited 
Oil & Gas Development Company JS Investments 
Lucky Cement Sui Northern Gas Pipelines 
Arif Habib Securities Pakistan State Oil 
Engro Chemical Pakistan Petroleum 
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