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ECONOMIC OUTLOOK

Inflationary pressures fueled by high food and energy prices along with government borrowing which continued to
intensify in the month of November as CPI rose to 1.52% on MoM basis and reached 15.48%. Keeping in view the rise
in food prices due to supply shortages in 3Q FY11, we expect inflation to rise to 17.1%. Despite high inflation and increase
in money supply by SBP, current account deficit and balance of payment improved in the 3Q FY11. Current account
contracted by 72% on YoY basis and showed a surplus of $502mn. However, the government was left with no choice
but to request an extension in the IMF's SBA as it failed to implement reformed GST due to lack of political support.
Liquidity pressures in the economy eased a bit after disbursement of $633mn under the coalition support fund in the
last week of December. The inflows from IMF are still on hold due to delay in the implementation of RGST, operationalising
of Single Treasury Account, keeping SBP borrowing at Rs 0 at the end of each quarter of the ongoing fiscal year 2010-
11, and enforcement of power tariff rationalization plan seeking increase in power tariff by 2% to 3% by end of each
month so as to eliminate all power subsidies by June 30, 2011. The import bill for Nov 2010 stood at $2.75mn whereas
the exports reached $1.96mn creating a trade deficit of $ 0.79mn. The rising trade deficit is primarily due to the increase
in international commodity prices for petroleum and food items which account for 34% and 17% of the import bill
respectively. Since the Government is unable to meet its inflationary and fiscal deficit targets, therefore we expect a
further increase in discount rate in the upcoming quarter. Going forward, timely implementation of reformed GST will
not only be crucial in receiving further payments under IMF standby program but it will also boast revenue for the
government, ultimately raising Tax-to-GDP ratio. However, with soaring inflation and increasing fiscal deficit, future hikes
in interest rates are all but certain.

MONEY MARKET REVIEW:

The money market during the month of December 2010 remained mostly on higher levels where overnight market
traded between the ranges of 13.00 to 13.75%. Due to hike in policy rate by 50 Bps in the month of November 2010 the
yields on T-bills for 3, 6 and 12 months increased by 20-25 Bps across all tenors. However, in the last T-bill auction dated
December 29, 2010 SBP once again increased the cut off yields on T-bill and accepted the amount of around Rs 100
billion against the target amount of Rs 15 billion only. Moreover, we also witnessed the higher cut-off on Pakistan
Investment Bonds (PIB) auction held on December 23, 2010 where cut-off yield on 3 year PIB increased from 13.89% to
14.24%, in 5 year PIB cut-off yield increased 13.99% to 14.29% and 10 year PIB cut-off yield increased from 14.09% to
14.35%. Given the above facts and overall fiscal situation and continued higher inflation coupled with increased
government borrowings another spike of 50 Bps in policy rate seems inevitable in the upcoming monitory policy to be
announced on January 29, 2011. Further, we believe that the overnight money market rates will hover around 12.75%
to 13.50%.

EQUITY MARKET REVIEW:

The stock market closed this year on a high note amid continuing buying interest by local and foreign investors. The
KSE-100 index started the month of December at 11,235 level and closed at 12,022 level, up 7.01% on MoM basis. The
KSE - 100 index was able to breach the 12,000 psychological level which is a 30 month high. On an YTD basis the stock
market closed up 23.66%. Foreign buying was once again the major highlight of the month as international investor's
continued to invest in the local bourses. According to the data provided by NCCPL, foreign investors remained net buyers
for the month of December as well and their quantum increased in comparison to the previous month as net buying
increased by 86.83% to USD 72.95 Mn compared to USD 39.02 Mn in the previous month. In Rupee terms foreigners
bought shares worth PKR 10.48 Bn and sold shares worth PKR 4.20 Bn during the month of December thus resulting in
net buying of PKR 6.27 Bn. Local investors also participated in the rally in anticipation of introduction of a leverage
product and improving macroeconomic data. Substantial increase in average daily volumes for the month also highlighted
increasing investor interest in the market. Buying activity was witnessed across the board as banking, cement, textile
and oil sector stocks posted impressive returns for the month. Release of USD 633 Mn under Coalition Support Fund,
International Monetary Fund's (IMF) consent to a 9 month extension in its Stand-by Agreement (SBA) program and visit
of Chinese Premier all added to the bullish euphoria. Political tensions remained high during the month as JUI decided
to leave the PPP led coalition government. Political noise also remained high between PPP and key ally MQM.

With the government on weak footing due to lack of political support we believe that implementation of reformed GST
and imposition of one time flood surcharge to generate additional revenue for flood victims have been put on back

burner for the time being. We believe that selling pressure can be witnessed going into the New Year as foreign portfolio
flows can slow down due to Christmas holidays. Hence we continue to favour high dividend yielding and growth stocks.
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N £l Rating = Existing Type of Value of Investment ' Provision = Value of Investment. % of % of
ame of Instrument required = Rating Instrument before provision (if any) after provision  Net Assets Total Assets
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Performance review

FBGF started December at a NAV/unit of PKR 73.26 and closed the month ata NAV/unit of PKR 76.12, up 3.90% on a Month on Month (MoM) basis. In comparison FBGF's benchmark gave a return
of 5.01% for the month of December. Comparing FBGF to its peer group, FBGF underperformed the average return of the peer group by 34 bps (basis point) as the average peer group return for
the month was 4.24%. The average return of balanced funds on Year to date (YTD) basis was 14.58% while FBGF yielded a return of 15.84% on YTD basis thus outperforming the peer group by
126 bps on YTD basis. On the asset allocation side exposure in equities was reduced to 54.75% from previous month's level of 67.21%. Allocation in other asset classes was more or less maintained
atlast month's level.
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Disclaimer

This publication is for informational purposes only and nothing herein should be construed as a solicitation, recommendation or an offer to buy
or sell any fund. All investments in mutual funds are subject to market risks. The NAV based prices of units and any dividends/returns thereon
are dependant on forces and factors affecting the capital markets. These may go up or down based on market conditions. Past performance is
not necessarily indicative of future results.




Fund Information

FIGF seeks to provide investors optimal yield through diversified
portfolio consisting of both long-term fixed instruments as well
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Stability Rating

Risk Profile

Launch Date
Custodian/Trustee
Auditor
Management Fee
Front/Back end Load

Min Subscription
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Pricing Mechanism
Dealing Days
Cut-Off Timing
AMC Rating

NAV per Unit (PKR)
Net Assets (PKR mn)
Leverage

Open Ended

Aggressive Income Fund

A+(f) JCRVIS)

Medium

10-Oct-05

CDC

M.Yousuf Adil Saleem & Co.
1.50%

1% (Front-end)

(Slabs for back-end load)

2% (For redemption in 1st Year)
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as short-term money market instruments.
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Chief Executive Officer
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Chief Investment Officer
Fund Manager- Fixed Income
Fund Manager- Fixed Income
Fund Manager- Equity

Head of Research
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Monthly Return is calculated by Morning Star Method (CAGR) as per the requirement of MUFAP

The performance of Faysal Income and Growth Fund (FIGF) was excellent during the month of December as it yielded 12.91% on MOM basis. On YTD basis FIGF outperformed
its peers by 6.5% having yielded 7.74% YTD as compared to peer average of 1.24% YTD. FIGF started December at the NAV/unit of PKR 104.17 and closed the month at the
NAV/unit of PKR 105.25. On the asset allocation side, our portfolio comprises of 74.72% in bank deposits, 5.60% in TFCs, 7.80% in GoP ljara Sukuk, 7.53% in commercial paper
and 3.27% in preference shares. Approximately 90.03% of the portfolio is invested in AA- or better rated instruments. The strategy remains to lookout for opportunities with
high return potential while maintaining the fund's asset quality.

Disclaimer

\

> faysal

This publication is for informational purposes only and nothing herein should be construed as a solicitation, recommendation or an offer to buy
or sell any fund. All investments in mutual funds are subject to market risks. The NAV based prices of units and any dividends/returns thereon
are dependant on forces and factors affecting the capital markets. These may go up or down based on market conditions. Past performance is
not necessarily indicative of future results.







