
 
 

 
 

 

Askari Investment Management 
Financial Advisors and Fund Managers of Choice 

 
 

 
 

 
 

 

 
 

 
 

 

 
 

 
 

 

August 2008 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fund Manager Report 
 

 

 

 

 

 

 

 

 

  

  

Head Office 

501, 5th Floor, Green Trust Tower, Jinnah Avenue, Blue Area, Islamabad 

 +92 51 111 246 111,  +92 51 281 3017 
 

Regional Office Karachi 

Mezzanine Floor, Bahria Complex III, M. T. Khan Road, Karachi. 

 +92 21 5635312-4,  +92 21 563 5315 
 

Regional Office Lahore 

C/o Askari Bank Limited, Plot No. 53, Block CCA, Phase II C, DHA, Lahore Cant 

 +92 42 574 6421-22,  +92 42 574 6423  
 

 www.askariinvestments.com 
 

   



 
ECONOMIC UPDATE 

 

Fund Manager Report 
August 2008 

 
 
Stress on Pakistan’s economy continued during the month of August. Although crude oil prices kept falling during the month, the 
Government of Pakistan refused to lower domestic oil product prices citing subsidy cost on diesel as the reason. The Government has yet 
not been able to get commitment from the Saudi government to allow deferment of payments against oil imports. In case the oil facility is 
not extended to Pakistan, balance of payments problems may worsen for the Government. CPI-based inflation during the month of July 
surged 3.34% over June while year-on-year inflation for the month reached 24.33%. The Government curtailed the Public Sector 
Development Program FY09 allocation of Rs 541 billion by Rs 102 billion, a reduction of 18.82%, in a desperate move to reduce 
expenditure. Foreign exchange reserves continued to fall and reached US$ 9.4 billion.  Pak rupee depreciated against the US dollar and 
other major currencies losing 6.0% of its value during the month and 23.0% during CY08 against the US Dollar. Rumors are rife that 
Pakistan may default on its foreign currency debt. Moody’s Investors Service has indicated that Pakistan’s “B2” sovereign credit rating is in 
danger of further downgrade given the foreign exchange reserves situation and worsening twin deficits. On the international scene, the 
Organization for Economic Cooperation and Development (OECD) forecasted that growth in the US economy during CY08 would be 1.8% 
(up from 1.2% predicted earlier), growth in the Japanese economy would be 1.2% (down from earlier 1.7%) and growth in the Euro zone 
would be 1.3% (down from earlier 1.7%).  With declining crude prices, interest rates in the OECD countries are likely to remain 
unchanged. Inflation is expected to ease in the wake of falling commodity prices. 
 
 
Fixed Income Market 
 
Outflow of  foreign portfolio investment from 
Pakistan continued during the month and 
foreigners withdrew US$68.5 million from 
Pakistan’s financial markets. The total net 
investment withdrawal from Pakistan during FY09 
now stands at US$218.4 million. After the 
announcement of the bi-annual monetary policy at 
the end of July, most of the interest rates remained 
stable during the first half of the month.  However, 
after the release of 30-year high inflation statistics 
for the month of July, interest rates started creeping 
up again.  In an auction conducted on August 13, 
the SBP raised the 3-month T-bill yield to 12.30%. 
On August 27, the SBP raised the cut-off yield on 3-month T-bills from 12.30% to 12.56%. It was the fifith consecutive T-bill auction 
without any bids for 6-month T-bill, and third consecutive auction without bids for the 1-year T-bills. There is little interest from the market 
in the longer term bills indicating that the market is expecting T-bill rates to go even higher. This also suggests that discount rate may also 
be increased soon. On August 28, the SBP borrowed Rs 29.59 billion by auctioning the Pakistan Investment Bonds (PIB) of 3, 5, 10, 15 
and 30 years tenor. Cut-off yield on 3-year PIBs was raised by as much as 140.09 basis points to 13.70% from 12.30% from last auction 
on June 28.  Yield on 10-year PIBs was increased to 14.55%. Yields were also raised on tenors of 15 and 30 year PIBs.  
 
 
Equity Market 
 
After shedding 13.9% of its value in July, the KSE 
100 Index lost another 13.0% in August. Foreigners 
continued to sell their stakes slowly and steadily. 
KSE market capitalization decreased by 12.73% to 
Rs 2,881.6 billion. During the same period, MSCI 
EM Asia Index was down 7.3%. Worsening fiscal 
deficit and current account deficit, depreciating 
rupee, dwindling foreign exchange reserves, and 
uncertain political alliances forced investors to sell 
in the market. Equity Market Opportunity Fund, 
established last month, was not able to stop the downslide with its meager purchases of about Rs 4.0 billion. Resignation of the then 
President of Pakistan lifted hopes for resolution of political issues and supported market mid-month but emerging differences among the 
coalition partners dashed those hopes. After 42% decline in the KSE 100 Index since April, on August 27 the SECP and the KSE agreed 
to freeze stock prices at that day’s closing levels to stop further slide in the Index. Technology and communication and oil exploration and 
production sectors lost 19% of their market capitalization (Business Recorder). Commercial banks sector lost 13% of its value. Power 
generation and distribution showed the most resilience by falling only 7.9% during the month. However, commercial banking sector 
attracted the highest turnover of 27% during the month; the cement and oil exploration and production sectors were the 2nd and 3rd. Falling 
price of crude led to worries about the profitability of oil exploration and production companies. Higher taxes on the technology and 
communication sector in the new budget and slowing new subscription rates from consumers led to the precipitous fall in the market 
capitalization of the sector. The power sector was able to weather the storm due to its robust and foreign currency linked profits, stable 
dividends and attractive dividend yields.  After the election of a new President, restoration of the superior court judges, and passing on of 
lower crude prices to consumers, the stock market is likely to show a modest gain in the future.  
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ASKARI INCOME FUND 

 

NAV 102.75 
Fund Manager Report 

August 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 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. 
 

Fund Performance 
 
AIF’s annualized return for the month of August was 
11.3%, which was 80bps higher than last month’s 
return and nearly 250bps higher compared to June’s 
return.  The annualized return for AIF since inception 
(March 2006) stands at 10.5%, which is one of the best 
amongst all income funds with more than two years of 
performance history. 
 
6-month KIBOR started to creep up during the month and 
closed the month of August at 13.8%, near its monthly 
high.  Liquidity remained tight during the entire month, 
especially towards the end of the month as bank 
customers’ withdrew cash to avoid zakat deduction.  
Accoridng to estimates nearly Rs. 20-30 bn exited the 
banking system for a period of 3-4 days. T-bill cut-off 
yields also increased during the month indicating possible 
interest rate hikes in the medium term future.   
 
The fund’s return for the month of August was higher 
than the previous month return due to the re-setting of 
some TFC coupons’ at a much higher rate.  This trend 
will continue in the month of September as nearly 30% 
of the TFC portfolio resets at even higher rates. The 
entire TFC portfolio will yield around 15% after these 
TFCs reset.  In addition, nearly 40% of TDRs will also 
be placed at significantly higher rates during the month 
of September.  We expect this to translate to higher 
return for the fund in the coming months.  To be 
conservative, we continue to avoid exposure in CFS 
and Spread transactions due to serious liquidity issues 
in the equity markets.  As soon as the equity markets 
stabilize, we will gradually start increasing the funds’ 
position in CFS. 
 
We continue to 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 AA- with more than 99% of the 
instruments in the portfolio rated higher or equal to A-.

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 
 August 30 08 July 31 08 
Fund Size Rs 7.3 billion Rs 7.7 billion 
NAV* 102.75 101.85 
* Dividend of Rs.2.99 paid as of June 30, 2008 
 

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

AIF  11.3% 10.0%      9.5% 10.5% 
Benchmark*        13.6%             13.5%           11.0%      10.5%   
*Monthly Average 

 
Standard Deviation* 1.23% 
Sharpe Ratio** (0.6) 
Duration (months) 2.3 
Expense Ratio 1.78% 
* On monthly basis – last twelve months 
** Risk-free Rate is 3-Month Treasury Bill Rate 
 

Economic Data 
 Sep/07 Dec/07 Mar/08 Jun/08 Aug/08 
KSE100 Index 13,351.8 14,075.8 15,125.3 12,289.0 9,208.3 
6M KIBOR 9.97% 10.00% 10.32% 14.19% 13.76% 
CPI Inflation 8.37% 8.79%  14.12%  21.53% - 
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NAV 61.4770 
Fund Manager Report 
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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 
 
During the month of August, we saw further foreign 
selling amounting to US$ 68.5 million worth of Pakistani 
equities, bringing the cumulative selling for CY09 to 
US$218.4million. Equity Market Opportunity Fund 
(EMOF) provided some support to the market but it could 
not stop the downslide in the market. During the month of 
August, the KSE 100 Index lost 13.00% while the Fund 
lost 17.54% of its value, resulting in underperformance 
vis-à-vis the Index. The Fund management was of the 
view that timely entry of the EMOF in the market might 
lead to some gains. However, due to tight liquidity issues 
Index continued to shed to two years low bringing down 
the KSE market capitalization down by 12.73% to Rs. 
2881.6 billion.  At the end of the month the Fund was 
invested 69% in equities and 31% in cash and 
equivalent. After 42% decline in KSE 100 Index since 
April, on August 27 the SECP and KSE agreed to freeze 
stock prices at that day’s closing levels to stop further 
slide in the Index. 
 
During the same period, MSCI EM Asia Index was down 
7.3%. The rising trend in US dollar may bring further 
pressure on fiscal regime if not dealt with prudently.  The 
weakening in world crude prices may bring some respite 
on dwindling foreign exchange reserves but will lead to 
worries about the profitability of oil exploration and 
production companies which have come down 
significantly during this downslide of Index. Banking, 
Cement and Telecommunication sector also lost values of 
10-15%. The political horizon looks gloomy but with re-
election of the President, optimism prevails regarding 
modest recovery in the market where valuations are 
attractive due to sharp declines.  

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 
 August 31 08 July 31 08 June 30 08 30 Apr 08 29 Feb 08 
Fund Size Rs 344 mn Rs 374 mn Rs 498 mn Rs 539 mn Rs 642 mn 
NAV* 61.4770 74.5501 87.8845 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.      FY09 

AAAF -17.54% -25.37% -36.53% -30.05% 
KSE 100 -13.00% -24.09% -28.80% -25.07% 
 

Portfolio Details 
P/E (FY09) 7.02 
Beta 0.90 
R2 86.34% 
Max Drawdown (DD) 38.60% 
Number of days in DD 383 
Standard Deviation* 7.61% 
* On monthly basis 

 
Economic Data 

 Sep/07 Dec/07 Mar/08 Jun/08 Aug/08 
KSE100 Index 13,351.8 14,075.8 15,125.3 12,289.0 9,208.3 
6M KIBOR 9.97% 10.00% 10.32% 14.19% 13.76% 
CPI Inflation 8.37% 8.79%  14.12%    21.53% - 

 
Top Ten Holdings of the AAAF 
 

Fauji Fertilizer Bin Qasim 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 
 


