
Salman Haider Sheikh, CEO
Email: salmansheikh@faysalbank.com

CEO CORNER

Political Euphoria – Light at the End of the Tunnel – II

In October 2007 I wrote: “Political Euphoria-Light at the End of the Tunnel” highlighting that the political 
uncertainty has overshadowed the positive economic stimuli prevalent in the market. Today we have 
witnessed the positive impacts of the results of the recent elections held in the country. The new government 
has taken charge and the political euphoria has peaked out. The tables have turned and the lack of good 
economic data is now overshadowed by better political outlook.  

National Front:  The State Bank of Pakistan has lowered its GDP growth forecast by approximately 0.5% 
in its latest economic report. This is due to the decelerated growth in the manufacturing segment of the 
economy. The services sector is still showing robust growth along with the agriculture sector. The increasing 
inflationary pressure has negatively impacted consumer spending and purchasing power. The imbalance 
in the current account deficit and the widening of the trade gap are alarming signs of further weakness. 
The impact of the rising prices of global commodities including oil prices has impacted our trade data 
negatively. We have witnessed a decrease in the foreign direct investment, FDI, as well as the foreign 
portfolio investment, FPI, as compared with previous year.  All these economic numbers are indicating 
towards further tightening in the monetary policy by the central bank in the future leading to deeper 
deceleration in the growth of the manufacturing segment of the economy. Despite all these negative 
economic factors, KSE-100 index is currently at an all-time high level indicating investor exuberance due 
to the lack of political uncertainty.

International Front:  Asian markets remained in focus due to the trickle-down impact of the sub-prime 
credit crisis of the U.S. economy. The weakening dollar and higher oil prices further added to the problems 
of Asian markets. The MSCI's measure of Asian stocks outside Japan dropped over 13 percent this quarter 
marking its worst performance since the quarter ended in September 2002. These losses have contrasted 
sharply with the double digit gains in the index in each of the previous five years. The rise in the international 
commodity prices along with food inflation will remain high in the near future due to supply-side constraints. 
The launch of new funds targeting commodities and the need to hedge has also led to higher commodity 
prices. International emerging market managers have reduced their equity exposure from the Asian 
markets due to the impact of the slow-down of the U.S. economy and the impact of the current financial 
crisis.

In the light of the recent national and international economic developments we advise our clients to remain 
focused on maintaining a constructive long-term portfolio with the right mix of equities and fixed income 
funds to outperform inflation in the long run.
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Market Fund
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1 Month KIBOR

GANGJEES REGISTRAR 
SERVICES (PVT) LTD.

CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LTD.

FORD RHODES SIDAT HYDER & CO.,
CHARTERED ACCOUNTANTS

MONTH ON MONTH

YEAR TO DATE

SINCE INCEPTION

MOM AVG MKT RETURN

8.94 %
9.78 %
9.96 %
9.46 %

1 M
3 M
6 M

10.01 %
10.14 %
10.32 %

3 M
6 M 9.86 %

12 M 10.12 %

9.54 %
KIBOR T-BILLS

RETURNS MONEY MARKET RATES

FSGF seeks to maximum possible preservation of capital 
and a reasonable rate of return via investing primarily 
in money market & debt securities having good credit 
rating and liquidity.
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A by JCR-VIS

The FSGF performed well this month with it’s since inception return of 9.96% and YTD (year-to-date) return of 9.78%. The FSGF attained 
8.94% return on month-on-month basis. On the asset allocation side the exposure in TDRs/COIs and others have increased upto 50.55% 
and 1.76% respectively while the exposure in the Bank Deposits, TFCs, and COT& Rev.Repo have reduced upto 36.78%, 5.54% and 5.37% 
respectively.

Risk Disclosure:
All investments in mutual funds and securities are subject to market risks. Therefore, the NAV based prices of units cannot be guaranteed. Prices of units and any dividends 
and returns thereon may go up or down based on market conditions & past performance of the fund is not necessarily indicative of future results. Please consult your 
legal/financial advisor & read clause 2.6 and 2.7 of the offering document available at our web site for understanding the investment policies & risks.

State bank of Pakistan kept on draining and injecting liquidity simultaneously in the market by opting OMOs through out this month. Banks were 
expecting more return on their investments that is why they participated heavily on the higher side, as they know that government has to borrow huge 
amount during this fiscal year to strengthen its fiscal deficit, inflation and current account deficit.

Although 10-year investment bond has increased by 55 bps but banking sector’s rate on short-term deposit are still moving with between the ranges 
of 10% to 10.25%. Banks are desperate for funds but are not interested to have high cost funds. Debt market has decided to reschedule their investment 
by exercising call options to get low rate deposits on longer tenure, which is cost effective for them. We expect monetary tightening to continue in 
the near future on the back of increase in CPI inflation due to increase in prices of electricity, wheat and rice.

On the Inflation front, the purchasing power of low-income group is being squeezed due to sky rocketing prices of essential commodities, particularly 
food items. Therefore The State Bank of Pakistan is pursuing a tight monetary policy to curb expected inflation. Newly established government must 
make rapid adjustments and reforms to avert an economic crisis as the economy suffers the impact of high international prices for petroleum and 
food such as wheat. According to SBP, Pakistan is likely to miss this year's targets for its fiscal deficit, inflation, current account deficit and foreign 
exchange reserves.

The 1-month kibor slightly moved up by 0.12bps, reaching at the average of 10.01% as compared to the previous month’s average of 9.89%.
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Risk Disclosure:
All investments in mutual funds and securities are subject to market risks. Therefore, the NAV based prices of units cannot be guaranteed. Prices of units and any dividends 
and returns thereon may go up or down based on market conditions & past performance of the fund is not necessarily indicative of future results. Please consult your 
legal/financial advisor & read clause 2.6 and 2.7 of the offering document available at our web site for understanding the investment policies & risks.

Open Ended-
Balanced Fund

14th April 2004

*KSE-100 INDEX / 
6 M KIBOR

GANGJEES REGISTRAR 
SERVICES (PVT) LTD.

CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LTD.

FORD RHODES SIDAT HYDER & CO.,
CHARTERED ACCOUNTANTS

MONTH ON MONTH

YEAR TO DATE

SINCE INCEPTION

SINCE INCEPTION RETURN ANNUALIZED BASIS

-0.20 %
6.83 %

80.24 %
20.30 %

P/E RATIO

DIVIDEND YIELD 2.05 %
11.41 x

RETURNS PORTFOLIO CHARACTERISTICS

FBGF endeavors to provide investors with an opportunity 
to earn income and long-term capital appreciation by 
investing in a large pool of funds representing equity/non 
equity investments in a broad range of sectors and 
financial instruments
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STOCK MARKET REVIEW
During the month of March 2008, KSE-100 index closed at the level of 15,126 points versus last month's close of 14,934 points. The KSE-
100 index closed up 1.28% on MoM basis while it closed up 9.83% on an YTD basis. During this period the KSE-100 index made an intra 
day high and low of 15,334 and 14,506 points respectively. Cement, insurance and fertilizer sectors helped keep the momentum intact on 
the back of increase in international DAP prices and robust growth in cement exports. Market continued its bullish trend on the back of 
political stability and improving law and order situation. Trading volumes decreased as average trading volumes reduced by 9.8% to 238 
Mio shares compared to last month’s average of 264 Mio shares. Foreign investment remained low during the month amid turbulence in 
the international stock markets due to US sub-prime crisis and fears of recession in the world’s biggest economy. According to the data 
provided by National Clearing Company of Pakistan Limited (NCCPL), net foreign investors portfolio investment remained USD (111) Mio 
for the month of March. Despite this fact, local high net worth and institutional investors’ confidence remained in the market and it helped 
sustain the level of 15,126 points. We expect monetary tightening to continue due to high CPI inflation on the back of increase in prices of 
electricity, wheat and rice.
Reconciliation on the political front lately shows that economic activities in Pakistan are likely to remain normal. This coupled with improving 
sentiments of local and foreign investors and low valuations compared to the region we believe that the market is poised to touch new 
highs.

ASSET ALLOCATION (%) SECTOR ALLOCATION (%)

PERFORMANCE

FBGF started the month of March at a NAV of Rs. 110.78 and closed the month at a NAV of Rs. 110.56 thus giving a return of negative 
0.20% on Month on Month (MoM) basis. At the end of this month the average Year to Date (YTD) return of balanced equity funds was 
7.94% while the YTD return of FBGF was 6.83%. On a MoM basis the average return of balanced equity funds was 1.24%. FBGF continued 
to perform well as the fund gave a since inception annualized return of 20.30% which shows the management’s proactive and professional 
management approach based on sound fundamentals.

* Proportional investment percentages in KSE-100 INDEX and 6 M KIBOR
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Risk Disclosure:
All investments in mutual funds and securities are subject to market risks. Therefore, the NAV based prices of units cannot be guaranteed. Prices of units and any dividends 
and returns thereon may go up or down based on market conditions & past performance of the fund is not necessarily indicative of future results. Please consult your 
legal/financial advisor & read clause 2.6 and 2.7 of the offering document available at our web site for understanding the investment policies & risks.

Open Ended-
Income Fund

10th October 2005

6 Month KIBOR

GANGJEES REGISTRAR 
SERVICES (PVT) LTD.

CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LTD.

FORD RHODES SIDAT HYDER & CO.,
CHARTERED ACCOUNTANTS

MONTH ON MONTH

YEAR TO DATE

SINCE INCEPTION

MOM AVG MKT RETURN

8.88 %
10.66 %
11.56 %
8.99 %

3 M
6 M

12 M

10.14 %
10.32 %
10.70 %

3 M
6 M 9.86 %

12 M 10.12 %

9.54 %
KIBOR T-BILLS

RETURNS MONEY MARKET RATES

FIGF seeks to provide risk-averse investors an 
opportunity to earn a consistent market based income 
with conservative risk profile while maintaining security 
of principal as its prime objective.

INVESTMENT OBJECTIVE

MONEY MARKET REVIEW
This month overnight inter-bank money market closed at the average of 8.92%; thus showing a clear indication that of huge prevailing liquidity, 
holding back KIBOR’s pace. An interesting point observed during the month was that the money market was under the grip of liquidity crunch and 
Karachi’s Inter-Bank offered rate was undesirably higher than the discount rate. The SBP injected almost Rs. 88.85 billion through open market 
operation. The State Bank of Pakistan injected a huge liquidity to soften the dry inter-bank money market, which kept the rates just close to the 
discount rate for more than a week. 
Higher supply of liquidity or presence of ample liquidity leads to inflation.  Despite this tight policy, the SBP data shows that currency supply was 
much higher during the last eight months, compared to the corresponding period last year. However, the dry money market delivered desired results 
to the SBP in terms of low supply of credit to the private sector. The credit growth regarding the private sector has been slower than its growth 
two years back. Bankers have been saying that low credit supply to an economy, which has been set to grow at 7%, is against the demand. The 
growing economy demands higher supply of money.
SBP has drained out Rs. 94.45 bio, Rs. 22 bio and Rs. 4 bio through OMOs, Tbills and PIBs auction. This month SBP has signaled all market by 
rising 55 basis points in 10-year investment bond at an auction. The upcoming interest rate scenario still has a vacuum of moving-upward. Although 
56bps, 55bps, 23bps, and 18bps as well as 38bps have also raised in 3-year, 5-year, 15-year, 20-year and 30-year investment bonds respectively. 
The State Bank of Pakistan set a cut-off yield at 11.44% on the government's benchmark 10-year bond.
On the inflation front the weekly inflation, measured through the Sensitive Price Index (SPI), increased by 17.35% during the week ended on March 
28, over the corresponding period last year. The SPI is on the rise for the last four consecutive weeks on the back of rising domestic oil and electricity 
prices.  It has hiked to over 17% from 12%, hitting mostly the people from the low-income group as compared to the rich.
The 6-month KIBOR reached on the average of 10.32% as compared to the previous months 10.28%.

ASSET ALLOCATION (%) KIBOR (6 M) vs FIGF
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A+ by JCR-VIS

PERFORMANCE

The FIGF performed tremendously well by achieving 11.56% since its inception return and its year-to-date return stood at 10.66%. FIGF attained 
8.88% on MoM (month-on-month) basis. This month FIGF started at Rs.107.34-NAV, closing at Rs.108.15-NAV on MoM basis. The asset allocation’s 
exposure in TDRs/COIs and Bank Deposit has increased to 20.54% and 65.92% respectively while the exposure in TFCs, equities and others have 
reduced to 8.45%, 2.94% and 2.14% respectively.
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