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The State Bank of Pakistan, in its 2nd Quarterly Report FY08, lowered its Gross Domestic Product growth target from 7.2% 
to 6.0%-6.5%. According to independent economists, the growth is likely to stay close to 6% while the Asian Development 
Bank has forecasted a growth of 6.3%. Inflation is picking up month by month, reaching a high of 11.86% y-o-y in the month 
of January 2008. According to KASB/ML Research inflation for FY08 is expected to reach 9%. According to a report 
released by the Standard & Poor’s (S&P) on March 25, 2008, a negative outlook on Pakistan’s foreign and domestic 
currency debt was maintained (foreign currency B+/Negative/B; local currency BB/Negative/B). The S&P estimates that the 
full year fiscal deficit is likely to be about 6% against a target of 4%. Ongoing current account deficit of about 5% in the 
backdrop of slowing international demand and tighter credit conditions also remains a major concern for Pakistan.  
 
On the global scene, the International Monetary Fund revised down world growth forecast from 4.1% to 3.7% in 2008. The 
Fund also cut its growth forecast for the US economy from 1.5% to 0.5% due to the ongoing slump in the housing market.  
The European Commission cut its growth forecast for the Euro area from 2.0% to 1.7%. Equity markets suffered heavy 
losses all over the world during the 1st 
quarter of CY08. 
 
Fixed Income Market 
 
CPI-based inflation during the month of 
February remained high at 11.25% after 
reaching 11.86% in January.  Just as in 
January, food prices were the major 
contributor to the high inflation in February.  
According to the latest figures released by 
the State Bank of Pakistan, average lending 
and deposit rates of commercial banks remained unchanged during the month of February. The Government announced the 
issuance of 3-month, 6-month and 1-year papers through the Directorate of Savings for general public bearing a yield equal 
to treasury bills of equivalent maturity. The announcement is expected to reduce spreads of commercial banks somewhat. 
Continuous Funding System rates declined slightly to 11.44% from 11.74% in February.  1-month and 3-month KIBOR rates 
jumped up significantly towards the end of the month while 6-month and 1-year rates also showed rising trend. The 
increase, most probably, shows compensation for expected high inflation in the coming months.  
 
Equity Market 
 
The benchmark KSE 100 Index gained 1.3% 
during the month of March. Domestic stock 
markets were highly volatile due to domestic 
and international factors. Speculations about 
possible coalition options in the formation of 
governments and possible confrontation 
among various pillars of the state kept the 
market edgy.  Volatility and meltdown in 
international equity markets due to crisis in the US housing loans market also caused the Index to take significant dips. 
Foreign investors, on the net, reduced their holdings of Pakistani stocks by $111 million.  News about higher provisioning 
against non-performing loans by commercial banks in 2008 dampened sentiments on the banking sector. Rumors about 
nepotism by the previous government in extending bank loans added to such sentiments.  The cement sector emerged once 
again as a potential gainer as cement exports showed 140% and 22% year-on-year increase in exports and domestic 
takeoff, respectively. Opening up of new markets in the Middle East and South Africa led to good gains in the sector. Crude 
oil prices touched record high levels above $110 and led to a good rally in the oil exploration and productions stocks at 
home. News about oil and gas discoveries in the NWFP province raised hopes about the success of oil exploration 
programs. The fertilizer sector was mostly neutral as policy position of the new Government on fertilizer subsidies and prices 
was awaited.  Towards the end of the month, China announced decrease in its textile sector subsidies, which gave a boost 
to the textile sector. The Wall Street termed Pakistani stock market as “cash magnet” and the Morgan Stanley announced 
Pakistan as the best performing stock market in the world during the first quarter of 2008. Investments from the Middle East 
and other countries are expected as the policy stance of the Government becomes clearer. The stock market is expected to 
gain further during the month of April. 



 

Fund Manager Saeed Aziz Khan Listing Lahore Stock Exchange 
Fund Type Open-end income fund Trustee Central Depository Company 
Launch Date 
Registrar 

15 March, 2006 (IPO) 
Technology Trade Pakistan Ltd. 

Auditors Ford Rhodes Sidat Hyder & Co. 
 

 

 
ASKARI INCOME FUND 

 

NAV 107.72 
Fund Manager Report 

March 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 declared a dividend of 8% or Rs. 6.04 per unit for 
the nine-month period from July 1, 07 to March 31, 08.  
Going forward, the fund will be declaring quarterly 
dividends, which will provide our customers better tax-
adjusted returns.  
 
AIF’s return for March was 6.59% with the fund size 
remaining steady at Rs. 13.5 billion.  The fund’s 
monthly return was lower compared to previous months 
due to re-pricing of certain asset classes, which 
included TFCs and Government Securities.  As 
mentioned in the previous fund managers’ report, 
certain TFCs issued in the last quarter of 2007 
continued to experience downward pricing pressure in 
March.  Also, the yield on longer-tenor Government 
Securities continued to rise due to higher inflation and 
worsening fiscal/current account deficit situation.  
Accordingly, we have reduced our exposure to 
Government Securities and will continue to reduce it 
further as we feel that the current interest-rate 
environment is not conducive to holding longer-tenor 
Government Securities.   
 
KIBOR rates increased slightly during the month and 
we expect a further gradual increase due to fiscal 
imbalances in the economy.  We expect this to have a 
positive impact on the TFC’s portfolio return.  The 
impending introduction of CFS MKII is also expected to 
have a positive impact on CFS rates and thus the 
funds’ returns. 
 
We expect to provide a return of 9.00%-9.50% or 
higher for the month of April. 
 
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 87% of the 
instruments in the portfolio are rated higher than A-. (CFS 
and RFS considered as A rated instruments)    
                           
                                                                 

    Portfolio Credit Quality 

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 
 Mar 31 08 Feb 29 08 
Fund Size Rs 13.5 billion Rs 13.5 billion 
NAV* 107.72 107.12 
* Dividend of Rs. 11.06 paid as of June 30, 2007 
 

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

Return  6.59% 7.70% 8.85% 10.60% 
 
Standard Deviation* 1.07% 
Sharpe Ratio** 0.13 
Duration (months) 4.5 
* On monthly basis – last twelve months 
** Risk-free Rate is 3-Month Treasury Bill Rate 
 

Economic Data 
 Mar/07 Jun/07 Sep/07 Dec/07 Mar/08 
KSE100 Index 11,271.6 13,772.5 13,351.8 14,075.8 15,125.3 
6M KIBOR 10.39% 10.02% 9.97% 10.00% 10.32% 
CPI Inflation 7.67% 7.00% 8.37% 8.79% -  
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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 to September 13, 
2007. 
 
 
Fund Performance 
 
Foreigners withdrew US$110.84 as foreign portfolio 
investment from Pakistan during the month of March 
2008. However, due to positive sentiments in the market 
about the political process in the country, the Fund 
increased its exposure in equities and reduced its 
exposure in fixed income assets. At the end of March, 
the KSE 100 Index gained 1.28%. The Fund lost 1.23% 
of its net asset value. Rising inflation reduced the value 
of fixed income assets somewhat. The banking sector 
also contributed to the underperformance. At the end of 
the month the Fund was invested 82% in equities and 
18% in fixed income and cash.  
 
Taking lead from the US Federal Reserve, the European 
Central Bank has also announced its intent to cut policy 
interest rates sooner. As a result, global equity markets 
have started recovering hoping that worst of the US 
housing loan market crisis was over. Developed 
economies, however, are not expected to recover 
significantly before 2009. The Pakistan Government is 
likely to announce its economic policies on textile, power, 
and oil sectors, etc. soon. Clear policy position is likely to 
lead to new investments in the economy from domestic 
and international sources.  The Fund management is 
hopeful that the Fund’s reduced exposure to fixed 
income and higher exposure to equity in the oil 
exploration and production, commercial banking, and 
technology 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 
 31 Mar 08 29 Feb 08 
Fund Size Rs 638 mn Rs 642 mn 
NAV* 98.6275 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 -1.23% 2.00% 0.59% -1.58% 
KSE 100 1.28% 7.46% 16.95% 9.82% 
 

Portfolio Details 
P/E (FY08) 12.67 
Beta 0.73 
R2 83.9% 
Max Drawdown (DD) 9.3% 
Number of days in DD 232 
Standard Deviation* 3.13% 
* On monthly basis 

 
Economic Data 

 Mar/07 Jun/07 Sep/07 Dec/07 Mar/08 
KSE100 Index 11,271.6 13,772.5 13,351.8 14,075.8 15,125.3 
6M KIBOR 10.39% 10.02% 9.97% 10.00% 10.32% 
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 Bank of Punjab 
Engro Chemical Pakistan Petroleum 
 


