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ECONOMIC OUTLOOK

Inflationary pressures on the economy intensified in October and CPl number for preceding month came at 17 month
high of 15.71%. Increased inflation was mainly due to supply side pressures with food prices rising by 21.24% YoY and
5.26% MoM during September. We expect average inflation for THFY11 to be around 15.50% due to higher commodity
prices particularly of oil and cotton, expected rise in power tariffs, continuing supply side constraints due to flood
devastation and increased government borrowing to finance rehabilitation activities. After accounting for flood related
loses, SBP has predicted that GDP growth for FY11 will be in the range of 2-3%. Our estimates indicate GDP growth
to be at lower end of this range with growth activities likely to be hampered by SBP's hawkish monetary policy. On
the external front, exporters and businessman welcomed European Union (EU) move to grant trade concessions on
75 Pakistani imports to EU. In FY11 this move is expected to add another USD 100-150mn in country's exports which
will not be significant given the expected trade deficit of more than USD 9 bn in FY11. However it will provide country's
export sector an opportunity to penetrate further in the EU market. During September 2010, country's current account
balance posted a surprise surplus of USD 447mn due to higher remittances and lower import bill. Going forward,
current account deficit is expected to increase due to increase in commodity prices and higher food imports. LSM
activity of the country contracted 3.58% YoY during August reflecting second round of floods impact and energy
shortage in the country.

In talks with finance ministry officials, IMF has indicated that it may allow some relaxation in fiscal deficit target and
is likely to disburse USD 1.8 bn by December if tax reforms are successfully completed. We believe government will
require further relaxations as several deadlines for implementation of Reformed GST were missed and it currently lacks
resources to implement tax reforms in near term. There was some positive news relating to foreign aid as United States
finally approved USD 2 bn military aid with USD 750mn to be disbursed in early November. We believe this will provide
banking system with much needed liquidity but is unlikely to be sufficient to convince SBP not to go for another 50
bps hike in its next monetary policy announcement.

MONEY MARKET OVERVIEW

The money market during the month of October 2010 remained mostly at the levels of 11.50% to 12.50% with
discounting of Rs 22.5 billion. Whereas the money market hit the lower floor rate of 11.50% at various occasions. The
T-bill for 3, 6 and 12 months were trading between the rages of 12.63%-12.71%, 12.85%-13.05% and 12.90-13.20%
respectively. SBP continued to monitor the market liquidity and kept its focus on interest rate volatility as reflected
by various Open market Operations. Moreover, due to enough liquidity available in the system, majority of banks
participated heavily in last Treasury bills auction dated October 21, 2010 and settled at 5 bps lower than previous cut-
off rates in 3 months.

We expect the money market to remain tighter during the next month of November 2010 as the traditional Eid outflows
will follow since majority of the public will hold cash in hand for Qurbani/shopping. Moreover, regular intervention
by central bank will continue to keep the interest rates on optimum level with overnight rates hovering around 12.00%
p.a.to 12.50% p.a. and repo rates for 3, 6 and 12 months varied with +/- 5 bps. We further expect a hike of at least 50
bps in policy rate in the upcoming monetary policy to be announced by November 30, 2010.

EQUITY REVIEW:

The KSE-100 index started the month at 10,013 and closed at 10,598.40 up 5.85% on MoM basis, however, on the YTD
basis the stock market closed up 9.02%. Foreign investors' interest has been visible in the market coupled with local
investor interest which also picked up during the month of October. Improved corporate results despite higher interest
rates and lower GDP growth forecast revived local investor sentiments. Increase in average 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. Foreign investors remained net buyers
for the month of October as well however, the quantum increased in comparison to the previous month as net buying
increased by 41.23%. According to the data provided by NCCPL, foreign investors bought shares worth PKR 5.77 Bn
and sold shares worth PKR 3.03 Bn during the month of October, thus resulting in net buying of PKR 2.74 Bn (USD
31.82 Mn). The PKR continued to depreciate against the USD despite the fact that Forex reserves are standing at an
all time high. Approvals of USD 2 Bn military aid, USD 750 Mn Coalition Support Fund disbursement by November end
and trade incentives by EU on certain textile products can provide currency support in the short term. Completion of
IMF review after the successful implementation of Reformed GST and complete removal of subsidy on power tariff
should result in release of the pending tranches which will further help support the local currency. We believe that
the State Bank of Pakistan (SBP) is likely to maintain a tight monetary policy stance due to deterioration in macro
balances and rising inflationary expectations.

The implementation of reformed GST, upward adjustment of power tariff and imposition of one time flood surcharge
to generate additional revenue for flood victims continue to pose threat on the inflation front. Further massive
government borrowing from the SBP is also a threat and SBP might be forced to further hike discount rate to curb
inflationary impact of government borrowing. Hence we continue to favour high dividend yielding and defensive
stocks.
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Investment Objective

FBGF endeavors to provide investors with an opportunity to
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N
11.58

W TFCs
Others

M Cash & Cash Equivalent
Preference Shares

31.54

M Stocks/Equities

Fund Type Open Ended Oct' 10 Sep' 10
Category Balanced Scheme
Risk Profile Moderate Month-on Month 271 1.88
Launch Date 19-Apr-04
Custodian/Trustee CDC FY11 to Date 6.06 3.26
Auditor Ernst & Young Ford Rhodes Sidat Hyder
Management Fee 2% Since Inception 65.39 61.02
Front/Back end Load 2.25% (Front end Load)
% Min Subscription PKR. 5,000 Benchmark (YTD) 6.13 3.11
e} Benchmark* KSE100 Index / 6M KIBOR )
i=1 Pricing Mechanism Forward Oﬁﬁgﬂ Allocation (% of Total ASSSSESO)
€ Dealing Days Monday-Friday ags 1o 190
ucé Cut-Off Timing 9am-5pm 2860 Y
= AMC Rating AM2- (JCRVIS) ‘
S NAV per Unit (PKR) 69.69
I Net Assets (mn) 54291

earn income and long-term capital appreciation by investing Oct'10 | Sep'10
in a large pool of funds representing equity / non equity 5 :g Oil & Gas 16.66 10.99
investments in a broad range of sectors and financial 2 W . .
instruments. *é 2 Construction & Materials 5.13 5.97
Alpha -0.017% e = Chemicals 437 0.00
Beta 0.7542 f‘a ! Tobacco 418 430
Sharpe 04142 =6 ..
Standard Deviation 0.532% o S Electricity 4.10 3.13
5} VaR 0.875% i Others 9.11 7.16
1| R-Squared 0.5108
$— Treynor 0.0242 § POL 8.75
=2 Kurtosis 0.5273 = APL 7.07
== Weighted Average Time to Maturity (Days) 69 o & DGKC 4.92
T T PAKT 4.18
=8 BOK 3.80
>
Salman Haider Sheikh = Chief Executive Officer g = H}\JA?_C ;gg
?D_': Tahir Sohail Chief Operating Officer 'O_C, 2 PTC 246
-l: Y
¥= Shahid Usman Ojha Chief Financial Officer > = FFBL 1.96
g i i B S LOTPTA 1.85
) Asad Igbal Chief Investment Officer
v . . o AA 495
v=| Ayaz Mustafa Zuberi Fund Manager- Fixed Income >%
GEJ Mansoor Bughio Fund Manager- Fixed Income == AA- 28.56
5 I
§ Omar Ehtisham Anwar | Fund Manager- Equity % u'i A- 0.01
C 0 X
—I Syed Qamar Abbas Head of Research 2 % 6.66
Name of Instrument = Rating required = Existing Rating = Type of Instrument = Amount of Investment = Provision (If any ) % of Net Assets = % of Total Assets

Telecard A- BBB TFC 36,972,995 - 6.81 6.66
Performance review

FBGF started October at the NAV/unit of PKR 67.85 and closed the month at the NAV/unit of PKR 69.69, up 2.71% on MoM basis. In comparison, FBGF's benchmark gave a return of 2.75% for the
month of October. Comparing FBGF to its peer group, FBGF underperformed the average return of the peer group by 1bp (basis point) as the average peer group return for the month was 2.72%.
The average return of balanced funds on YTD basis was 4.75% while FBGF yielded a return of 6.06%, thus outperforming the peer group by 131 bps on YTD basis. On the asset allocation side,

exposure in equities was increased to 43.56% from previous month's exposure of 31.54%. Allocation in other asset classes was more or less maintained at last 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.




FAYSAL

INECOME.&
GROWTH FUND

Fund Type
Category*

Stability Rating

Risk Profile

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

Open Ended

Aggressive Income Fund
A-+(f) JCRVIS)

Low to 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)
1% (For redemption in 2nd Year)
1% (For redemption in 3rd Year)
Nil (After 3 years of investment)
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_ Oct' 10 Sep' 10
gi Month-on Month (CAGR) 0.69 10.30
§ FY11 to date (CAGR) 6.37 8.35
E g Since Inception (CAGR) 10.07 10.24
E g Benchmark (YTD) 12.84 12.72
Oct'10 Sep'10
. 734 3.4\5 190 o -7~2§ 3'2i0i5g1.88

| N |

= Min Subscription PKR. 5,000 7.74-
.g Benchmark 6 Month KIBOR Lt
g Pricing Mechanism Forward P
& Dealing Days Monday-Friday | 74.00 ; 6530
€ Cut-Off Timi 9am-5
= u .lmmg am-opm Cash M Placement with Banks and DFIs M TFCs
Eo) AMC Rating AM2- (JCRVIS) Commercial Paper M Preference Shares B Stocks /Equities
S NAV per Unit (PKR) 103.50 Others
S
L Net Assets (PKR mn) 640.41 — AA+ 0.01
* Categorization in process. é\ ‘2 AA 0.03
S=  AA- 65.60
FIGF seeks to provide risk-averse investors an opportunity to earn gs A 23.44
a consistent market based income with conservative risk profile § “\§ BBB 058
while maintaining security of principal as its prime objective. % :
9 y orp p p ) <3 NR 4.99
Alpha 0.017% %
Sharpe -2.1103 £
Standard Deviation 0.203% 2 g Kohat Cement 4.99
@ VaR 0.334% =8
S Skewness -1.2476 =4
& Sortino -1.8268 2L Telecard 0.58
=2 Kurtosis 20.4341 e
& Weighted Average Time to Maturity (Days) 38 =
28%
Salman Haider Sheikh Chief Executive Officer
24% - 6-Month KIBOR
$ Tahir Sohail Chief Operating Officer FIGE
‘E Shahid Usman Ojha Chief Financial Officer %7
16%
g Asad Igbal Chief Investment Officer o s - 283% 12945 1321%
% Ayaz Mustafa Zuberi Fund Manager- Fixed Income 1] — 2
8% L
GE’ Mansoor Bughio Fund Manager- Fixed Income -
4% -
g Omar Ehtisham Anwar = Fund Manager- Equity 5% 06
£ Syed Qamar Abbas Head of Research O Nay 10 " June0 ' Juy10 ' Aug10 ' Sep10 ' Oct10

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

Non Compliance
Name of Instrument = Rating required = Existing Rating = Type of Instrument = Amount of Investment = Provision (if any) % of Net Assets = % of Total Assets
Kohat Cement BBB Withdrawn SUKUK 32,205,184 - 5.03% 4.99%

Faysal Income and Growth Fund (FIGF) gave a return of 0.69% on MoM basis, outperforming its peer group by 5.22% that earned a return of -4.53%. On a YTD basis FIGF outperformed its peers by
10.79% having yielded 6.37% YTD as compared to peer average of -4.42% YTD. The decline in the return was mainly due to the provision of Worker Welfare Fund which causing a hit of 5.88% and 1.53%
on MoM and YTD respectively. FIGF started October at the NAV/unit of PKR 103.44 and closed the month at the NAV/unit of PKR 103.50. On the asset allocation side, our portfolio comprises of 81.74%
in bank deposits and money market placements, 5.56% in TFCs, 7.34% in commercial paper and 3.45% in preference shares. Approximately 65.64% 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.
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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.













