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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY

The Directors of Faysal Asset Management Limited, the Management Company of the following funds
are pleased to present the Quarterly Report on the operations of the Funds under management along
with the condensed interim accounts for the quarter ended September 30, 2020.
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Economic review:

Pakistan's response to the coronavirus received praise from WHO chief Tedros Adhanom. Active cases
have been reduced to 8,825 from peak of 108K at the end of previous quarter (Jun 30). Despite these
efforts risk of a second wave persists due to global scenario and looming winter season. The total
affected population as of Sep 30 stands at 312K with a recovery ratio of 95%, which leads us to be
cautiously optimistic on Pakistan economic recovery.

According to figures published by PBS, inflation for Sep’20 clocked in at 1.5%MoM/9.0%YoY compared
to 0.6%MoM/8.2%YoY of the previous month and 0.8%MoM/11.4%YoY of Sep’19. The number was
higher than general consensus of 8%-8.7% (Source: Bloomberg). This takes 1QFY21 average inflation to
8.84% vs. 8.48% for the preceding quarter (4QFY20). Higher prices of perishable food items
(16.5%MoM/15.1%YoY) mainly vegetables, was the main reason for the resurgence of inflation in Sep’20
after a softer MoM number of 0.6% in Aug’19, where prices of perishable food items declined by 9.8%
MoM. Going forward, controlling food inflation will be the key to remain in SBP target of 7-9% for FY21,
and GoP is likely to take administrative steps to control supply side issues.

SBP maintained policy rate at 7.0% in its latest meeting held on Sep 21. The first few signs of a V shaped
recovery are visible. 12 month rolling average for construction sector indicators (cement dispatches, iron
& steel imports etc.) is on an upward trajectory and petroleum product volumes for 1QFY21 witnessed
YoY growth of 10%. Despite the recent uptick in forecast of inflation due to supply side shocks,
commentary from policy makers suggests a continuation of status quo until inflation is driven from
demand side. Since, unlike the last policy rate hike, cushion exists in external account position.

Pakistan’s current account balance posted a surplus of USD 297mn in August 2020, following a surplus of
USD 508mn in July 2020. This is the third C/A surplus in last six months. The positive outlook remains
largely supported by subdued domestic demand (imports compression) and record inflows of
remittances. Remittances normalized to USD 2.1bn from an all-time high of USD 2.8bn in July 2020. The
remittances can take a dip to reflect on going economic woes in US & Middle East. The bearish World
GDP growth outlook for FY21 will keep exports under pressure whereas; the domestic economic growth
can increase imports.

Quarterly USD/PKR average value increased by 1.44% to 165.76. As per SBP numbers, FX reserves stand
at USD 12.35bn vs. USD 11.23bn at the conclusion of previous quarter, and USD 7.74bn at the same
junction last year. Import cover remains in comfortable range of just over three months of imports. We
continue to expect FX to remain in a tight range.



Equities review:

KSE100 index has recovered since its low in March 2020 and
closed at 40,571, up 17.9% (+6,150 points) QoQ and 26.5%
(+8,493 points) YoY. The sentiment was positive during July —
August 2020; however, it dampened during last few trading
sessions of September 2020 due to increasing political noise.

The buying in Pakistan has been dominated by local investors as
the lower interest rates have attracted investment to the equity
market. Amongst local investors, individuals, mutual funds &
insurance remained major buyers with net buy of USD 155mn.
However, foreign investors continued to offload stocks worth
USD 94.7mn over the quarter.

The KSE100 is trading at P/E, P/S and P/B of 11x/0.6x/1.2x
respectively. The valuations are attractive as P/S and P/B are at
35% discount from mean levels. Moreover, the KSEALL is trading
at Mkt Cap/GDP of 18% vs. average level of 24%. The lower yields
of fixed income, NSS curb and ETF can further continue liquidity
push in equities.

Regionally, Pakistan is trading at higher discounts relative to
frontier and small emerging markets. The massive outflows from
regional markets of USD 5bn in September 2020, due to
competition from developed markets, continues to open
domestic valuations vs. other international markets. The growth
in corporate earnings led by expected economic up-cycle can
bring KSE100 valuations in par with other markets.

The market is trading at forward P/E of 6.5x with significant
improvement in economic indicators. The Country has already
passed through tough years; therefore, we expect Pakistan to
continue to gain momentum on the path of recovery.
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Money Market review:

Since, 26" June 2020, the Central Bank is maintaining policy rate
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TTM fiscal deficit for June 2020 has clocked in at 8.1% vs. 8.9% of GDP in June 2019 as Ministry of
Finance underperformed on revenue targets and privatization process. Pakistan total debt stands at PKR
42.08trn or 100.9% of GDP as June 2020. The government’s domestic/external debt ratio is 56%/31% of
GDP respectively.

EQUITY FUNDS PERFORMANCE

Faysal Stock Fund

During the period Fund’s AUMs have increased from Rs.104.94mn (June 30, 2020) to Rs.242.44mn
(September 30, 2020) which reflects an increase of 131.03%.

During this period, the Fund posted a return of 20.98% against its benchmark of 17.87%. In this period,
the Fund’s exposure in equities was at 91.04%. Throughout this period overweight stance relative to
KSE-100 was taken on the Chemical, Technology & Communication, Pharmaceuticals, Cement and
engineering sector whereas, the underweight stance was taken on Fertilizer and Oil & Gas Exploration
Companies and Commercial Banks.

Faysal Asset Allocation Fund

During the period Fund’s AUMs have increased from Rs.113.69mn (June 30, 2020) to Rs.306.34mn
(September 30, 2020) which reflects an increase of 169.45%.



During this period, the Fund posted a return of 15.12% against its benchmark of 11.37%. In this period,
the Fund’s exposure in equities was at 81.43% and had taken an overweight stance relative to KSE-100
on Chemical, Technology & Communication, Pharmaceuticals, Engineering and Cement companies.

Faysal Islamic Dedicated Equity Fund

During the period Fund’s AUMs have decreased from Rs.995.31mn (June 30, 2020) to Rs.953.39mn
(September 30, 2020) which reflects a decrease of 4.21%.

During this period, the Fund posted a return of 11.23% against its benchmark return of 17.72%. In this
period, the Fund’s exposure in equities was at 91.04%. Throughout this period overweight stance
relative to KMI-30 was taken on the Chemical, Technology & Communication, Pharmaceuticals and
Cement sector whereas, the underweight stance was taken on QOil & Gas Exploration Companies.

Faysal Financial Value Fund

During the period Fund’s AUMs have increased from Rs.1,691.66mn (June 30, 2020) to Rs.1,772.78mn
(September 30, 2020) which reflects an increase of 4.80%.

During this period, the Fund posted a return of 0.73% against its benchmark of 0.57%. During this period
the Fund remained invested in TFCs and Cash. Going forward, the Fund will also take exposure in other
investment avenues keeping in view the economic position of the country.

Faysal Islamic Stock Fund

During this period, the Fund posted a return of 3.29% against its benchmark of 7.99%. In this period, the
Fund’s exposure in equities was at 91.04%. Throughout this period overweight stance relative to KMI-30
was taken on the Chemical, Technology & Communication, Pharmaceuticals and Cement sector
whereas, the underweight stance was taken on Fertilizer and Oil & Gas Exploration Companies.

FIXED INCOME FUNDS PERFORMANCE
Faysal Income & Growth Fund

During the period Fund’s AUMs have decreased from Rs.773.49mn (June 30, 2020) to Rs.641.34mn
(September 30, 2020) which reflects a decrease of 17.08%.

Faysal Income and Growth Fund (FIGF) yielded an annualized return of 10.05% on quarterly basis
relative to its benchmark of 7.34%. By the end of the period, the Fund built exposure in PIBs whereas
exposure in TFCs increased to 34.19% however commercial paper exposure was reduced. Going
forward, the Fund will strive to maximize returns in a competitive macroeconomic landscape.



Faysal Savings Growth Fund

During the period Fund’s AUMs have decreased from Rs.2,610.85mn (June 30, 2020) to Rs.2,332.90mn
(September 30, 2020) which reflects a decrease of 10.65%.

Faysal Savings Growth Fund (FSGF) yielded an annualized return of 7.78% during 1QFY21 relative to its
benchmark of 7.09%. As a measure of our consolidation strategy, cash exposure reduced to 39.17% by
increasing exposures in T-Bill and PIB whereas exposure in TFC/Sukuks was maintained.

Going forward, the fund will continue to build exposure in lucrative investment avenues and enhance
yields with a proactive investment strategy.

Faysal Islamic Savings Growth Fund

During the period Fund’s AUMs have increased from Rs.2,241.25mn (June 30, 2020) to Rs.3,153.77mn
(September 30, 2020) which reflects an increase of 40.71%.

Faysal Islamic Savings Growth Fund (FISGF) yielded an annualized return of 6.61% during 1QFY21
relative to its benchmark of 4.42%. During the period, the Fund increased exposure in GOP ljara Sukuk
by reducing exposure in Corporate Sukuk whereas exposure in Certificate of Musharka (COM) was
maintained. Going forward, the Fund will continue to explore Islamic investment avenues in order to
provide competitive returns.

Faysal Money Market Fund

During the period Fund’s AUMs have increased from Rs.5,257.18mn (June 30, 2020) to Rs.6,239.05mn
(September 30, 2020) which reflects an increase of 18.68%.

Faysal Money Market Fund (FMMF) yielded an annualized return of 6.30% during the period 1QFY21
relative to its benchmark of 6.72%. At the end of the period, cash exposure in higher yielding DP
accounts stood at 74.42% however the Fund manager built exposure in T-Bills by 10.63% whereas
exposure in LOP/COls & CP stood at 7.09% and 7.39% respectively. Going forward, fund management is
in negotiations with DFIs to further deployment in LOP and will negotiate with commercial banks for a
better daily product rate.

Faysal Financial Sector Opportunity Fund

During the period Fund’s AUMs have increased from Rs.1,082.00mn (June 30, 2020) to Rs.1,086.74mn
(September 30, 2020) which reflects an increase of 0.44%.

Faysal Financial Sector Opportunity Fund (FFSOF) yielded an annualized return of 6.57% during the
period 1QFY21 relative to its benchmark of 7.09%. At the end of the period, cash allocation with banks
was maintained in higher yielding DP account with an exposure of 66.51% whereas exposure in T-Bills
and PIBs stood at 15.36% and 3.86% respectively however nominal exposure in TFC's was maintained.
Going ahead, we anticipate returns will remain competitive due to our active trading strategies.



Faysal Islamic Asset Allocation Fund

During the period Fund’s AUMs have increased from Rs.1,833.96mn (June 30, 2020) to Rs.2,358.77mn
(September 30, 2020) which reflects an increase of 28.62%.

Faysal Islamic Asset Allocation Fund (FIAAF) posted an absolute return of 2.19% during 1QFY21 relative
to its benchmark of 1.10%. By the end of the period, the Fund maintained its exposure in corporate
Sukuk and GOP ljara Sukuk. Going forward, the Fund will continue to explore Islamic investment
avenues in order to provide competitive returns.

Faysal MTS Fund

During the period Fund’s AUMs have increased from Rs.1,000.64mn (June 30, 2020) to Rs.2,903.31mn
(September 30, 2020) which reflects an increase of 190.15%.

Faysal MTS Fund (FMTSF) yielded an annualized return of 7.66% during 1QFY21 against benchmark of
7.09%. During the period, quarterly average MTS exposure maintained over 60% however our MTS
exposure diluted to 55.38% by the end of the quarter due to free fall in the stock market at the end of
the quarter which also shrank volumes in the MTS market. In near future, investors’ confidence will
primarily derive the yield of the Fund.

Faysal Halal Amdani Fund

During the period Fund’s AUMs have increased from Rs.6,600.04mn (June 30, 2020) to Rs.8,352.84mn
(September 30, 2020) which reflects an increase of 26.56%.

Faysal Halal Amdani Fund (FHAF) yielded an annualized return of 6.57% during 1QFY21 relative to its
benchmark of 3.87%. At the end of quarter, cash allocations stood at 75.06% whereas exposures in short
term Sukuk and Islamic commercial paper stood at 4.65% and 19.53% respectively. Going forward, fund
management is in negotiations with commercial banks for a better daily product rate.

Faysal Government Securities Fund

During the period Fund’s AUMs have decreased from Rs.2,914.37mn (June 30, 2020) to Rs.2,288.53mn
(September 30, 2020) which reflects a decrease of 21.47%.

Faysal Government Securities Fund (FGSF) yielded an annualized return of 6.08% during 1QFY21 relative
to its benchmark of 6.91%. By the end of the period, fund manager built exposure in T-bills and PIBs.
Going forward, the fund will continue to build exposure in approved investment avenues and enhance
yields with a proactive investment strategy.



Faysal Islamic Cash Fund

Faysal Islamic Cash Fund (FICF) yielded an annualized return of 6.82% during the period 1QFY21 relative
to its benchmark of 3.94%. At the end of period, cash allocations stood at 91.72% whereas exposure in
Islamic Commercial Paper stood at 8.14%. Going forward, fund management is in negotiations with
commercial banks for a better daily product rate and will continue to explore different avenues within
the authorized investment.

FUND OF FUNDS PERFORMANCE
Faysal Sharia Planning Fund -
Faysal Shariah Capital Preservation Plan

During the period Fund’s AUMs have decreased from Rs.961.98mn (June 30, 2020) to Rs.862.40mn
(September 30, 2020) which reflects a decrease of 10.35%.

Faysal Shariah Capital Preservation Plan (FSCPP) yielded a return of 2.76% relative to its benchmark of
7.39%. At the end of this period the Fund investment exposure in sharia-compliant equity scheme stood
at 46.32%, and the sharia money market scheme stood at 51.98% with a minimum and maximum
multiplier capped in a range of 1.5x and 5.0x respectively. Going forward, fund management will allocate
the funds in different high yielding avenues

Faysal Shariah Capital Preservation Plan Il

During the period Fund’s AUMs have increased from Rs.1,088.40mn (June 30, 2020) to Rs.1,098.39mn
(September 30, 2020) which reflects an increase of 0.92%.

Faysal Shariah Capital Preservation Plan (FSCPP-II) yielded return of 9.13% relative to its benchmark of
7.61%. At the end of this period the Fund investment exposure in sharia money market scheme stood at
97.85% with a minimum and maximum multiplier capped in a range of Ox and 5x respectively. Going
forward, fund management will allocate the funds in different high yielding avenues. Since Inception
FSCPP Il yielded a return of 12.60% versus Benchmark return of 11.05%

Faysal Islamic Financial Planning Fund -
Faysal Shariah Capital Preservation Plan lli

During the period Fund’s AUMs have increased from Rs.1,249.65mn (June 30, 2020) to Rs.1,303.54mn
(September 30, 2020) which reflects an increase of 4.31%.



Faysal Shariah Capital Preservation Plan (FSCPP-IIl) yielded a return of 9.72% relative to its benchmark of
8%. At the end of this period the Fund investment exposure in the sharia money market scheme stood
at 83.14% with a minimum and maximum multiplier capped in a range of Ox and 5x respectively. Going
forward, fund management will allocate the funds in different high yielding avenues. Since Inception
FSCPP 3 yielded a return of 11.35% versus Benchmark return of 8.87%.

Faysal Shariah Capital Preservation Plan IV

Faysal Shariah Capital Preservation Plan (FSCPP-IV) yielded a return of 0.86% relative to its benchmark of
3.97%. At the end of this period the Fund investment exposure in the sharia-compliant equity scheme
stood at 45.09%, and the sharia money market scheme stood at 53.80% with a minimum and maximum
multiplier capped in a range of 3.0x and 5.0x respectively. Going forward, fund management will allocate
the funds in different high yielding avenues.

Faysal Financial Planning Fund -
Faysal Active Principal Preservation Plan

During the period Fund’s AUMs have decreased from Rs.739.32mn (June 30, 2020) to Rs.728.31mn
(September 30, 2020) which reflects a decrease of 1.49%.

Faysal Active Principal Preservation Plan yielded a return of 3.35% relative to its benchmark of 8.06%. At
the end of this period the Fund invested 52.16% in the money market scheme and 47.18% in Islamic
Dedicated Equity Scheme whereas the minimum and maximum multipliers capped in a range of 2.0x-
2.9x. Going forward, fund management will allocate the funds in different high yielding avenues.
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