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ECONOMIC OUTLOOK
For the second time in current fiscal year, State bank of Pakistan (SBP) increased the discount rate by 50 bps to 13.50%.
Even though majority of market participants were expecting status quo, higher participation in 3 month paper and

’ FAYSAL higher cut off yields in all tenors had already indicated their fear of rate hike. We believe this was a pre-emptive move
BALANCED to control inflationary pressures emerging from supply side constraints and increased government borrowing. With
GROWTH implementation of Reformed GST likely to be delayed again and damage from flash floods yet to be determined, these
conditions are likely to persist in November, leading to another rate hike of 50-100bps. CPI for August came in at
FUND 13.23% edging higher by 2.5% on MoM basis. Trend of rising inflation will continue in September due to recent surge
in prices of wheat and sugar coupled with expected hike in power tariff. Trade deficit for August was lower by 15%
MoM to USD 1.23bn however it is likely to increase going forward, due to losses in cotton and rice crop. Trend of rising
remittances continued with record USD 933mn received in August and is expected to provide some cushion to current
account deficit which we expect to increase to 2.5-3% of GDP in FY11 as compared 2% in FY10.
Foreign investors have adopted cautious approach due to persistence of political uncertainty and law and order
FAYSAL situation as reflected by FDI declining to USD 70mn in August, lowest in last 12 months. With IMF linking disbursements
INCOME & under standby agreement to implementation of reformed GST and increase in power tariffs, country lacks foreign
GROWTH inflows to finance twin deficits. Government's heavy borrowing from the scheduled banks through short term treasury
bills has not only crowded out the private sector but also resulted in significant 'rollover risk' for FY11. We believe
FUND market participants will demand higher yields in upcoming auctions putting upward pressure on interest rates. This
will increase cost of doing business across the board and particularly for LSM sector which heavily relies on debt to
finance its operations. Manufacturing sector is also likely to be adversely affected from low agricultural output leaving
it with negative growth for FY11. Under current economic scenario, even our downward adjusted GDP growth target
of 2.25% appears challenging.
FAYSAL MONEY MARKET REVIEW
‘ The money market during the month of September 2010 remained mostly liquid with the overnight rates ranging
SAVINGS from 10.50% to 11.50%. The T-bill for 3, 6 and 12 months were trading between the rages of 12.45%-12.55%, 12.60%-
GROWTH 12.70% and 12.75-12.85% respectively. However, SBP increased the Discount Rate by 50 Bps on September 29, 2010
as expected earlier which resulted in spike on T-bill yields as witnessed by 3 months T-bill traded above 12.85% in the
FUND market. During the month, SBP continues to monitor the market liquidity and kept its focus on interest rate volatility
as reflected by Open Market Operations where as the money market hit the floor rate many times due to extra liquidity
available in the system. Moreover, as a result of hike in discount rate from 13.00% to 13.50% and overall view of interest
rates on higher side, financial institutions opted for investing in short term exposures as evident by heavy participation
in 3 months treasury bills with a cut off yield at 12.75% in last auction.
FAYSAL We expect the money market to remain liquid during the next month of October. Moreover, regular intervention by
‘ central bank will continue to keep the interest rates on optimum level with overnight rates hovering around 11.00%
ASSET to 12.00% with some elevation in the yields of T-Bills in the coming auctions as the market is expecting higher inflation
ALLOCATION coupled with another hike in Monetary Poilcy to be announced by end November, 2010.
FUND EQUITY MARKET REVIEW:
The KSE-100 index started the month at 9,813 and closed at 10,013 up 2.04% on MoM basis. On an YTD basis the stock
market closed up 3%. The State Bank of Pakistan (SBP) continued with its tight monetary policy stance as the discount
rate was increased by another 50 bps to 13.50% due to deterioration in macro balances and rising inflationary
expectations. The SBP added that the recent catastrophic floods have serious implications for macroeconomic stability
and growth prospects. It added that a tightening of the monetary policy was thus necessary due to government's
FAYSAL inability to contain fiscal deficit and its inflationary borrowings from the SBP and the banking system. In addition to
the Discount Rate the SBP also increased rates for Export refinance and Long term finance facilities. The reversal in the
’ ISLAMIC monetary policy stance kept local and foreign investors at bay. Although foreigners remained net buyers for the month
SAVINGS of September however, the quantum reduced in comparison to the previous month as net buying reduced by 45.5%.
According to the data provided by NCCPL, foreign investors bought shares worth PKR 7.64 Bn and sold shares worth
GROWTH PKR 5.72 Bn during the month of September thus resulting in net buying of PKR 1.92 Bn (USD 22.53 Mn). Corporate
FUND results revived the sentiments near the end of the month as investors entered the market and volumes picked up

slightly. Further the Supreme Court's decision to adjourn NRO implementation case till 13th October provided a
breather to market participants and encouraged them to take short term positions in the market to play the volatility.
The PKR continued to depreciate against the USD and touched an all time low despite the fact that the Forex reserves
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The recent hike in interest rates was inline with our expectations. However, we believe that implementation of Reformed
GST (RGST), one time flood relief tax, increase in electricity tariff rates and withdrawal of subsidies are likely to increase
inflation. Thus further increase in interest rates cannot be ruled out. Hence we continue to favour high dividend yielding
and defensive stocks.
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Fund Type Open Ended Sep'10  Aug'10
Category Balanced Scheme =
Risk Profile Moderate = Month-on Month 1.88 -3.76
Launch Date 19-Apr-04 v
Custodian/Trustee CDC g FY11 to Date 3.26 1.35
Auditor Ernst & Young Ford Rhodes Sidat Hyder 2
Management Fee 2% =4 Since Inception 61.02 58.05
Front/Back end Load 2.25% (Front end Load) -8
% Min Subscription PKR. 5,000 & Benchmark (YTD) 3.1 1.59
e} Benchmark* KSE100 Index / 6M KIBOR )
= Pricing Mechanism Forward Asset Allocation (% of Total Assets)
Sep'10 Aug'10
€ Dealing Days Monday-Friday * "
12.45 1.90 432
“CE) Cut-Off Timing 9am-5pm 475 124507 4099
= AMC Rating AM2- (JCRVIS)
g NAV per Unit (PKR) 67.85
i Net Assets (mn) 529.69 sk 0t
* weighted average of 6M KIBOR & percentage invested in equities ' NMa37 \12.04
Investment Objective B Cash & Cash Equivalent B TFC's W Stocks/Equities
FBGF endeavors to provide investors with an opportunity to Preference shares Orhers Sep'10 | Aug' 10
earn income and long-term capital appreciation by investing ep ug
in a large pool of funds representing equity / non equity 5 ™) Oil & Gas 10.99 9.63
X ! A - o
:Exami?:s in a broad range of sectors and financial e g Construction & Materials 597 8.66
. (9]
Alpha -0.030% =O © Tobacco 4.30 418
Beta 0.7489 f‘a =} Banks 3.84 3.65
Sharpe 0.0354 =5 ..
Standard Deviation 0.566% ] L Electricity 313 0.79
5} VaR 0.931% i Others 3.32 3.29
) R-Squared 0.4394 - o
$— Treynor 0.0019 2 APL 7.04 f’
—A| Kurtosis 0.8760 = DGKC 4.49%
== Weighted Average Time to Maturity (Days) 61 o & PAKT 4.30%
T T BOK 3.84%
2 ) HUBC 3.13%
Salman Haider Sheikh Chief Executive Officer = = PTC 2.65%
w i . i . ) ‘-‘CJ = POL 2.00%
g Tahir Sohail Chief Operating Officer 8 PPL 1.94%
= Shahid Usman Ojha Chief Financial Officer a = LUCK 1.23%
= i - B S PNSC 0.67%
) Asad Igbal Chief Investment Officer
V] N AA 5.21
v=| Ayaz Mustafa Zuberi Fund Manager- Fixed Income >
GEJ Mansoor Bughio Fund Manager- Fixed Income == AA- 27.42
- S
§ Omar Ehtisham Anwar | Fund Manager- Equity % u'i A- 14.28
= Syed Qamar Abbas Head of Research g iz BBB 7.20
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 38,318,241 - 7.23% 7.20%

Performance review

FBGF started September at a NAV/unit of PKR 66.60 and closed the month at a NAV/unit of PKR 67.85, up 1.88% on a Month on Month (MoM) basis. In comparison FBGF's benchmark gave a return
of 1.38% for the month of September thus FBGF outperformed the benchmark by 50 bps (basis points). Comparing FBGF to its peer group, FBGF outperformed the average return of the peer
group by 173 bps as the average peer group return for the month was 0.15%. The average return of balanced funds on Year to date (YTD) basis was 1.98% while FBGF yielded a return of 3.26%
on YTD basis thus outperforming the peer group by 128 bps on YTD basis. On the asset allocation side exposure in equities was slightly increased to 31.67% from previous month's level of 30.21%.
Allocation in other asset classes was more or less maintained at last month's level. Q
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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.
















