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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY
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 nine months Report on the operations of the Funds under management
along with the condensed interim accounts for the nine months ended March 31, 2021.

EQUITY FUNDS

. Faysal Stock Fund

. Faysal Asset Allocation Fund

. Faysal Islamic Dedicated Equity Fund
. Financial Value Fund

. Faysal Islamic Stock Fund

FIXED INCOME FUNDS

. Faysal Income & Growth Fund

. Faysal Savings Growth Fund

. Faysal Islamic Savings Growth Fund
. Faysal Money Market Fund

. Faysal Financial Sector Opportunity Fund
. Faysal Islamic Asset Allocation Fund
. Faysal MTS Fund

. Faysal Halal Amdani Fund

. Faysal Government Securities Fund
. Faysal Islamic Cash Fund

. Faysal Cash Fund

FUND OF FUNDS

. Faysal Sharia Planning Fund

. Faysal Sharia Capital Preservation Plan

. Faysal Sharia Capital Preservation Plan-I|
. Faysal Islamic Financial Planning Fund

. Faysal Sharia Capital Preservation Plan IlI
. Faysal Sharia Capital Preservation Plan IV
. Faysal Sharia Capital Preservation Plan V
. Faysal Sharia Capital Preservation Plan VI
. Faysal Financial Planning Fund

. Faysal Active Principal Preservation Plan

Economic Review:

A strong coordinated policy response by the government (construction and agriculture packages, fiscal
relief package of 2.5% of GDP, debt deferment) and the SBP (lowered key policy rate by 625bps during
Mar-Jun'20 besides offering various liquidity measures and incentives to the industry, e.g. TERF)
cumulatively worth 4.8% of GDP (PkR1.99tn) and together with relaxation in lockdown restrictions has
enabled economic growth to recover from crisis trough levels. Marked improvement in economic activity
has been reflected through high frequency data points - local cement/HSD/MOGAS were up 15/16/8%YoY
respectively in 8MFY21. In this backdrop, industrial activity has picked up as LSM during Jul'20-Jan'21
rose an encouraging 7.85% Y/Y compared with a decline of 3.36% Y/Y during same period last year.
This was broad-based but led majorly by the Construction, Food, Automobiles and Textile sectors.
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Pakistan posted five consecutive monthly current account (CA) surplus from July to November 2020,
and had moderate deficits in the following three months. This was possible because of lower imports
amid sharp decline in global commodity prices following the onset of the pandemic, without any major
fallout of exports and remittances (anticipated at the start of Covid-19). The country registered a Current
Account (CA) surplus of US$881mn (0.5% of GDP) in 8MFY21 (vs. a CA deficit - CAD - of US$2.74bn
(-1.5% of GDP) last year), with higher workers' remittances (up 24%YoY, ~US$3.6bn additional inflows
compared to last year) being the key driver behind external account improvement (remittances have
clocked in at ~US$2.2bn in Feb'21 - exceeding US$2bn for the ninth consecutive month). The Mar'21
quarter (3QFY21) ended with Pakistan receiving IMF tranche of USD499mn after combined successful
reviews.

During 9MFY21, the US$/PKR parity witnessed a slight depreciation of 2.2%. This development was
supported by an appreciation of 3.81% in the month of Mar'21 alone as structural shifts with expats
remitting through formal channels (remittances and Roshan Digital Account (RDA) played a crucial
role) countering pressure from commodity upcycle.

In all the monetary policy meetings post Jun'20, the SBP kept the policy rate unchanged at 7.0% despite
many outturns of high inflation (which averaged 8.4% during the 9M vs. SBP projection of 7-9%).
Pakistan also maintained a primary surplus of 0.7% of GDP during 1HFY21, compared to 0.5% SPLY.
9MFY21 average Y/Y inflation stood at 8.3% Y/Y compared to 11.5% Y/Y in SPLY (9MFY20). Improvement
in inflation reading is mainly due to average food index improving to 13% Y/Y compared to 17% Y/Y
in SPLY and average housing index improving to 5.3% Y/Y compared to 7.4% in SPLY.

Despite the pandemic, fiscal performance has been satisfactory with a primary surplus of 0.7% of GDP
recorded in 1HFY21 (fiscal deficit of 2.5%) vs 0.6% in 1HFY20 (fiscal deficit of 2.4% of GDP). FBR has
also met the 1HFY21 tax collection target of PkR2.2trn. More recently the FBR has reportedly collected
PkR3.39tn in 9MFY21 vs. target of PkR3.29tn.

Equities review:

The KSE-100 index rose 30% during 9MFY21 with impetus primarily provided by a strong coherent
policy response by the government (construction and agriculture packages, fiscal relief package of
2.5% of GDP, debt deferment) and the SBP (lowered key policy rate by 625bps during Mar-Jun'20
besides offering various liquidity measures and incentives to the industry) cumulatively worth 4.8% of
GDP (PkR1.99tn) resultantly buoyed market sentiments during the pandemic.

Additionally, relaxation in lockdown restrictions enabled economic growth to recover (reflected through
high frequency data points) from crisis trough levels and brought visibility to an otherwise clouded
corporate earnings outlook where corporate profitability reported earnings beats during both of the first
two quarters of FY21. As a result, cumulative profits of the 60 largest companies in the KSE-100 index
rose by about 40% Y/Y in each quarter. Side by side, the outbreak in Pakistan was effectively quelled
and was much less severe compared to other parts of the world.

A major positive was the resumption of IMF program late in the period in March 2021, which paved
the way for a third tranche of US$499mn (taking disbursement to ~33% under the US$6bn program).
For this, however, Pakistan had to comply with some tough conditions. Power tariff was increased by
PkR1.95/unit (all slabs), several corporate and income tax exemptions were removed, and the government
had to pass debatable revisions in the SBP Act, which faced significant media critique. Following the
IMF program resumption, Pakistan successfully issued Eurobonds of US$2.5bn. Pakistan was also
maintained on the FATF grey list, but has been given the target of completing the remaining 3 of the
27 tasks by June 2021.
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The major sentiment dampener during the review period was the outcome of the Senate elections in
Mar'21. While PTI expectedly did not form a majority in the Senate, the loss of seat for the de facto
Finance Minister Dr. Hafeez Sheikh to the ex-PM Yousuf Raza Gilani (PDM bloc) was a key blow.
However, the Government quickly appeased fresh concerns by calling a successful vote of confidence
and appointing Hammad Azhar as the new FM. Additionally, Sadiq Sanjrani (whom PTI supported)
defeated PDM's candidate for Senate Chairmanship. This way the government did well to restore
confidence and maintain control in both Houses of Parliament. At the same time, disharmony within
the PDM significantly weakened the Opposition bloc, with PPP parting ways from the other major parties
of the alliance.

Pakistan survived the second wave of Covid-19 during the winter months, while other countries around
the world were reinstating lockdowns. While promising vaccine developments have brightened the
prospects of a sooner than expected return to normality also reflected through the snapback in the
broad equity market, a mass rollout of the vaccine will be not be as easy due to logistical and funding
challenges. In this regard, the vaccine rollout in Pakistan began in 3QFY21. However, by late March
2021, a third wave of Covid-19 has hit the country, which has been more contagious and fatal. This
is attributed to new variants of the virus. In response, the Pakistan government resorted to selective
lockdowns and other restrictions on movement and commercial activity by late March 2021.

During the period 9MFY21, activity at the bourse rebounded significantly, with average daily traded
value and volumes both rising 150% Y/Y to US$168mn and 483mn shares respectively. FIPI, however,
worsened significantly to a net outflow of US$295mn vs US$130mn SPLY, concentrated in Banks,
E&Ps and Cement sector.

In valuation terms, despite the recovery and robust price performance since its bottom, the benchmark
KSE100 remains attractively priced where forward P/E of 6.25x compares favorably with regional
average of 14.24x. Pakistan has historically traded at a forward avg. P/E of 8x with a high of 13x.
Positive developments on vaccine availability in Pakistan and continued economic recovery should
buoy market sentiments. In this backdrop, valuations are expected to continue to catch up to historic
means and regional peer discounts. Conviction on market outlook is also firmed up by double digit
profitability expectations of the broader market (+20% ex-Banks) while D/Y of 5.76% far exceeds the
regional average of 2.59%.

Money Market review:

Since, 26th June 2020, the State Bank of Pakistan (SBP) has been maintaining the policy rate at 7.00%.
It has undertaken a proactive approach to promote growth and employment during the pandemic. Even
though controlling inflationary pressures will be a challenge in 2021 as it is expected to face upside
risks from electricity tariff adjustments and supply side factors, CPI is expected to remain within targets
and the State Bank of Pakistan (SBP) is unlikely to materially reverse course on its monetary policy
until meaningful economic recovery, in our view. During 9MFY21, the Government borrowed 1) PkR
9.83tn in Treasury Bills and 2) PkR 473.92bn in Pakistan Investment Bonds.

EQUITY FUNDS PERFORMANCE
Faysal Asset Allocation Fund

During this period, your fund posted a return of 75.98% against its benchmark return of 26.98%. The
fund exposure was 70.22% in equities and had taken an overweight stance relative to KSE-100 on
Technology & Communication, Cement, Engineering, Food & personal care products and Chemical
companies whereas an underweight stance was taken on Commercial Banks, Pharmaceuticals, Power
Generation and Automobile sectors
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Faysal Stock Fund

During this period, your fund posted a return of 46.04% against its benchmark of 24.36%. The fund
exposure was 51.31%.During this period overweight stance relative to KSE-100 was taken on the
Cements, Technology, Engineering and Vanaspati and Allied Industries sectors whereas, the underweight
stance was taken on Commercial Banks, Oil and Gas Exploration Companies, Fertilizers, Oil and Gas
Marketing Companies, Power Generation and Distribution and Pharmaceutical sectors.

Faysal Islamic Stock Fund

During this period, your fund posted a return of 29.31% against its benchmark of 21.84%. The fund
exposure was 93.61%.During this period overweight stance relative to KMI-30 was taken on the
Chemical, Technology & Communication, Engineering and Vanaspati and Allied Industries sectors
whereas, the underweight stance was taken on, Cements, Commercial Banks, Automobile, Oil & Gas
Exploration and Oil & Gas Marketing companies.

Faysal Islamic Dedicated Equity Fund

During this period, your fund posted a return of 38.66% against its benchmark return of 32.81%. The
fund exposure was 93.22% in equities. During this period overweight stance relative to KMI-30 was
taken on the Cements, Chemical, Technology & Communication, Engineering and Vanaspati and Allied
Industries sectors whereas, the underweight stance was taken on Commercial Banks, Fertilizers,
Automobiles, Oil & Gas Exploration and Oil & Gas Marketing companies.

Faysal Financial Value Fund

During this period, your fund posted a return of 7.37% against its benchmark of 5.42%. The fund
remained invested in TFCs. Going forward; your fund will also take exposure in other investment
avenues keeping in view the economic position of the country

FIXED INCOME FUNDS PERFORMANCE

Faysal Money Market Fund

Faysal Money Market Fund (FMMF) yielded an annualized return of 6.70% during 9MFY21 relative
to its benchmark of 6.68%. At the end of the period under review, fund manager maintained majority
of the liquidity in Daily Product (DP) accounts of AAA & AA+ rated banks with special rates for March
crossing. Exposure in ICP reduced to 3.57%. Going forward, fund management will be deploying most
of the liquidity in Government T bills & may take some exposure in better LOP / COls subject to
availability with better rated DFls.

Faysal Halal Amdani Fund

Faysal Halal Amdani Fund (FHAF) yielded an annualized return of 6.61% during the period 9MFY21
relative to its benchmark of 3.53%. At the end of the period, cash allocations stood at 78.47% whereas
exposures in short term Sukuk and Islamic commercial paper stood at 11.43% and 8.96% respectively.
Going forward, fund management will be in negotiations with Islamic banks for a better daily product
rate and will be looking for other lucrative investment avenues.

Faysal Islamic Cash Fund

Faysal Islamic Cash Fund (FICF) yielded an annualized return of 6.83% during the period 9MFY21
relative to its benchmark of 3.51%. At the end of period, cash allocations stood at 81.53% whereas
exposure in Islamic Commercial Paper and short term Sukuk stood at 14.68% and 2.68% respectively.
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 to provide lucrative
return to the clients.
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Faysal Financial Sector Opportunity Fund

Faysal Financial Sector Opportunity Fund (FFSOF) yielded an annualized return of 6.48% during
9IMFY21 relative to its benchmark of 7.34%. Adverse fund performance was due to revaluation losses
on TFC holdings and MTM losses in PIB floater due to change in PIB floater reprising mechanisms.
At the end of the period, fund manager parked majority of exposure with higher yielding DP account
with AAA rated banks whereas exposure in PIBs and TFCs stood at 10.72% and 2.33% respectively.
Going ahead, we anticipate returns will remain competitive due to our active trading strategies.

Faysal MTS Fund

Faysal MTS Fund (FMTSF) yielded an annualized return of 7.90% during the period 9MFY21 relative
to its benchmark of 7.34%. Despite massive jump in fund size during the period under review where
the fund size increased from PKR 1.00bn at June 2020 end to PKR 4.59bn at March 2021 end, fund
manager maintained its exposure in MTS market near the minimum required level of 70% which stood
at 75.00% at the end of the period. In near future, investors' confidence in stock market will primarily
derive the yield of your fund.

Faysal Government Securities Fund

Faysal Government Securities Fund (FGSF) yielded an annualized return of 6.55% during the period
9MFY21 relative to its benchmark of 7.20%. Fund performance was diluted due to MTM losses in the
PIB floater due to change in PIB floater reprising mechanisms. At the end of the period, exposure in
PIB Floater increased to 95.71% due to reduction in fund size. Going forward, the fund will continue
to build exposure in approved investment avenues and enhance yields with a proactive investment
strategy.

Faysal Savings Growth Fund

Faysal Savings Growth Fund (FSGF) yielded an annualized return of 6.24% during the period 9MFY21
relative to its benchmark of 7.34%. Fund performance was affected from revaluation losses on TFC
holdings and MTM losses in government securities holdings. As a measure of consolidation strategy,
PIB exposure increased whereas exposure in TFC/Sukuk was maintained however spread transaction
exposure was also built in the fund during the period under review. 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

Faysal Islamic Savings and Growth Fund (FISGF) yielded an annualized return of 6.70% during the
period 9MFY21 relative to its benchmark of 3.72%. During the period under review, exposure in GOP
ljara Sukuk was increased by reducing the exposures of corporate Sukuk and Certificate of Musharika
(COM) whereas cash allocation was maintained. Going forward, your fund will continue to explore
Islamic investment avenues in order to provide competitive returns.

Faysal Income & Growth Fund

Faysal Income and Growth Fund (FIGF) yielded an annualized return of 6.52% during the period
9MFY21 relative to its benchmark of 7.66%. Fund performance was diluted due to revaluation losses
in TFC holdings and MTM losses in the PIB holdings. At the end of the period, cash allocation stood
at 65.80% whereas exposures in PIBs and TFCs stood at 6.10% and 26.35% respectively. Going
forward, your fund will strive to maximize returns in a competitive macroeconomic landscape.

Faysal Islamic Asset Allocation Fund

Faysal Islamic Asset Allocation Fund (FIAAF) posted an absolute return of 6.11% during the period
9IMFY21 relative to its benchmark of 2.79%. At the end of the period, your fund maintained its exposure
in corporate Sukuk and GOP ljara Sukuk. Going forward, your fund will continue to explore Islamic
investment avenues in order to provide competitive returns.
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Faysal Cash Fund

Faysal Cash Fund (FCF) yielded an annualized return of 6.08% during 9MFY 21 relative to its benchmark
of 6.61%. At the end of the period under review, fund manager deployed all the liquidity in Daily Product
(DP) accounts of AAA rated banks with special rates for March crossing. Going forward, fund management
will be deploying most of the liquidity in Treasury bills & may take some exposure in better LOP / COls
subject to availability with better rated DFls.

FUND OF FUNDS PERFORMANCE
Faysal Active Principal Preservation Plan

Faysal Active Principal Preservation Plan yielded a cumulative return of 17.38% on the FYTD basis
relative to its benchmark of 16.49%. The fund invested 50.38% in the money market scheme and
47.72% in Islamic Dedicated Equity Scheme. Going forward,fund management will allocate the funds
in different high yielding avenues.

Faysal Sharia Capital Preservation Plan

Faysal Shariah Capital Preservation Plan yielded a cumulative return of 14.34% on the FYTD basis
relative to its benchmark of 15.58%. At the period-end, your fund investment exposure in sharia-
compliant equity scheme stood at 26.88%, and the sharia money market scheme stood at 70.38%.

Faysal Sharia Capital Preservation Plan-II

Faysal Shariah Capital Preservation Plan yielded a cumulative return of 16.72% on the FYTD basis
relative to its benchmark of 14.14%. At the month-end, your fund investment exposure in sharia-
compliant equity scheme stood at 48.86%, and the sharia money market scheme stood at 49.32% with
multiplier kept constant at 3.5x.

Faysal Sharia Capital Preservation Plan-II|

Faysal Shariah Capital Preservation Plan yielded a cumulative return of 17.05% on the FYTD basis
relative to its benchmark of 14.40%. At the period-end, your fund investment exposure in the sharia
money market scheme stood at 4.43% and sharia dedicated equities scheme stood at 48.76%. Going
forward, fund management will allocate the funds in different high yielding avenues. Since Inception
FSCPP 3 yielded a return of 25.25% versus Benchmark return of 16.37%.

Faysal Sharia Capital Preservation Plan-IV

Faysal Shariah Capital Preservation Plan yielded a cumulative return of 12.91% on the FYTD basis
relative to its benchmark of 11.49%. At the period-end, your fund investment exposure in the sharia-
compliant equity scheme stood at 39.52%, and the sharia money market scheme stood at 57.73%.Going
forward, fund management will allocate the funds in different high yielding avenue.

Faysal Sharia Capital Preservation Plan-V

Faysal Shariah Capital Preservation Plan yielded a cumulative return of 6.94% on the FYTD basis
relative to its benchmark of 7.15%. At the period-end your fund investment exposure in the sharia-
compliant equity scheme stood at 49.16%, and the sharia money market scheme stood at 48.13%.
Going forward, fund management will allocate the funds in different high yielding avenues.

Faysal Sharia Capital Preservation Plan-VI

Faysal Shariah Capital Preservation Plan yielded a cumulative return of 2.75% on the FYTD basis
relative to its benchmark of 1.79%. At the period-end, your fund investment exposure in the sharia-
compliant equity scheme stood at 48.64% and sharia-compliant money market stood at 49.51% with
multiplier kept constant at 5.0x. Going forward, fund management will allocate the funds in different
high yielding avenue.
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