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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 Half yearly Report on the operations of the Funds under management along
with the condensed interim accounts for the half year ended December 31, 2020.

EQUITY FUNDS

e Faysal Stock Fund

e Faysal Asset Allocation Fund

e Faysal Islamic Dedicated Equity Fund
e Financial Value Fund

e Faysal Islamic Stock Fund

FIXED INCOME FUNDS

e Faysal Income & Growth Fund

e Faysal Savings Growth Fund

e  Faysal Islamic Savings Growth Fund

e Faysal Money Market Fund

e Faysal Financial Sector Opportunity Fund
e Faysal Islamic Asset Allocation Fund

e Faysal MTS Fund

e Faysal Halal Amdani Fund

e Faysal Government Securities Fund

e  Faysal Islamic Cash Fund

FUND OF FUNDS

e Faysal Sharia Planning Fund
o Faysal Sharia Capital Preservation Plan
o Faysal Sharia Capital Preservation Plan-I|
e Faysal Islamic Financial Planning Fund
o Faysal Sharia Capital Preservation Plan IlI
o Faysal Sharia Capital Preservation Plan IV
o Faysal Sharia Capital Preservation Plan V
o Faysal Sharia Capital Preservation Plan VI
e Faysal Financial Planning Fund
o Faysal Active Principal Preservation Plan



Economic Review:

A strong coordinated policy response by the government and the State Bank of Pakistan (lowered key
policy rate by 625bps to 7% and offered various incentives to the industry - cumulative relief package of
PkR1.34tn) together with the early re-opening of the country have set the stage for a relatively strong
economic recovery.

On the vaccine front, the Government of Pakistan (GoP) has decided to purchase 1.2mn doses of COVID
vaccine from China while approval has been granted to four vaccines for emergency use in Pakistan.
Inoculation will commence for health workers from 1% quarter of 2021. This is welcome news for the
country, which is amid a second wave, with Covid-19 positivity ratio at 4.64% and active cases standing
at 34,773 as of Dec 31 ‘20.

National CPI (N-CPI) year on year inflation decelerated to 8.0% in Dec’20 vs. 8.3% in Nov’'20 and 12.6% in
Dec’19, As per the data released by the Pakistan Bureau of Statistics (PBS). N-CPl witnessed a
contraction of 0.7% M/M, first since the number of Apr'20. 1HFY21 average inflation stands at 8.63%
compared to 11.11% in 1HFY20. Lower weighted perishable food items (weight: ~5.0%) led the
contraction in N-CPI with ~1.0% M/M decline. Non-perishable items (weight: 29.6%) recorded a meager
fall of ~0.2% during Dec-20. Decline in prices of heavyweight food items such as wheat, onion, tomato,
sugar and fresh vegetables was due to improvement in supplies. On the other hand, fuel cost
adjustment meant that electricity charges were revised upwards by ~6% M/M; and higher HSD prices
pushed up transport by 1.6% M/M. Even though controlling inflationary pressures will be a challenge in
2021 (pickup in oil prices and domestic demand resulting from policy support, implementation of
pending utility price adjustments, and sharp pick up in commodity prices), the State Bank of Pakistan
(SBP) is unlikely to materially reverse course on its monetary policy until meaningful economic recovery
takes shape.

The country registered a Current Account (CA) surplus of USD1.13bn (0.8% of GDP) in 1HFY21 (vs. a CA
deficit of USD2.03bn or -1.5% of GDP last year), with higher workers’ remittances (up 25%YoY,
~US$2.8bn additional inflows compared to last year) being the key driver behind external account
improvement. During 1HFY21, exports have increased to USD 14.6bn vs. USD 15.1bn in SPLY, down 3%
Y/Y. Since last quarter, exports are showing recovery against usual decline in Oct-Dec in previous years.
Going forward, the growth rate may remain in single digit due to subdued projection of global economic
growth. During 1HFY21, imports have reached USD 26.9bn vs. USD 26.7bn in SPLY, down 1% Y/Y. We
expect non energy imports to recover as economy is expected post real GDP growth of ~2.0% by FY21.
That said, positive carry (surplus in 1HFY21) together with an optimistic outlook on inward transfers
should keep the current account in a manageable territory going forward.

Quarterly PKR average value appreciated by 4% to 159.52. Local currency gains are the result of stable
external account position. As of 31° Dec, SBP Net Reserves increased by 2.3% month over month to
reach USD 13.4bn. Total liquid foreign reserves of the country are hovering above USD 20bn for the past
8 weeks (after early Jan 2018). Import cover remains in the comfortable range of above 3 months. Stable



external account position coupled with recent deferment of foreign loans should ensure USD/PKR
stability, while import driven consumption and recovering crude oil prices are a downside risk.

Equities review:

The year 2020 started on bullish note; however, COVID-19
quickly dampened the sentiments as KSE100 dropped by 37%
from a high of 43,219 points in Jan 2020 to touch a low of
27,228 in Mar 2020. Since then, the improvements in
economic fundamentals driven by a coordinated response
from the central bank and the government of Pakistan
coupled with the gradual ease of lockdown restrictions from
mid-April to September brought visibility to an otherwise
clouded corporate earnings outlook. The market during
1HFY21 closed with a positive return of 27% in Dec 2020 led
by 1) materials 7.8%, 2) financials 7.2% and 3) industrials
3.0%.

During the period, foreigners sold equities worth USD 284mn
while domestic individuals bought equities worth USD 158mn
followed by insurance and companies. Mutual funds
remained net buyer with USD 21mn in 1HFY21.

The index is trading at trailing P/E, P/S and P/B of
10.4x/0.7x/1.2x respectively. The valuations are appealing as
P/S and P/B are at 30-35% discount from mean levels.
Moreover, the KSEALL is trading at Mkt. Cap/GDP of 18% vs.
mean level of 24%. The continuation of policy support and
healthy earnings growth of KSE100 will be the key catalysts
during FY2021.

Regionally, Pakistan P/B is trading at significant discounts of
30% (average 12%) relative to frontier and small emerging
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markets. The 1) continuation of IMF program, 2) market based exchange rate, 3) stability in political
regime and 4) improvement in macroeconomics can restore foreign investors’ confidence in Pakistan.
Moreover, the new initiative of Roshan Digital Account can also encourage overseas Pakistanis to invest

in local capital market.

The equities are expected to continue a strong upward trajectory in FY2021 as 1) vaccine introduction
will weaken the COVID pandemic leading to economic growth, 2) beginning of upcoming result season,
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3) continuation of construction amnesty and 4) reforms such as resolution of circular debt should
provide support to the market. Currently, the benchmark KSE100 Index is trading at a forward P/E of
6.7x.

Money Market review:

Since, 26™ June 2020, the Central Bank is maintaining policy rate at 7.00%. It has undertaken a proactive
approach to promote growth and employment. The State Bank is expected to maintain the policy rate at
current levels in the foreseeable future, given any unforeseen developments do not arise. During
1HFY21, the Government borrowed 1) PKR 5.12tn in Treasury Bills and 2) PKR 291.54bn in Pakistan
Investment Bonds.
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Fiscal deficit for 1HFY21 has clocked in at -2.5% vs. -2.3% in 1HFY20, due to increase in debt servicing.



EQUITY FUNDS PERFORMANCE

Faysal Asset Allocation Fund

During the period under review, your fund posted a return of 52.20% against its benchmark of 24.69%.
At the close of the period fund exposure was 89.85% in Equities and had taken an overweight stance
relative to KSE-100 on Cement, Technology & Communication, Engineering and Chemical companies
whereas an underweight stance was taken on Commercial banks, Oil & Gas exploration companies and
Fertilizer sector.

Faysal Stock Fund

During the period under review, your fund posted a return of 46.16% against its benchmark of 27.11%.
At the close of the period fund exposure was 67.87% in Equities .During this period overweight stance
relative to KSE-100 was taken on the Chemical, Technology & Communication, Cement and engineering
sector whereas, the underweight stance was taken on Fertilizer and Oil & Gas exploration companies
and Commercial Banks.

Faysal Islamic Stock Fund

During the period under review, your fund posted a return of 21.37% against its benchmark of 18.72%.
At the close of the period fund exposure was 95.02% in Equities. During this period overweight stance
relative to KMI-30 was taken on the Chemical, Technology & Communication, Engineering, Cement
sector whereas, the underweight stance was taken on, Fertilizer and Oil & Gas exploration companies.

Faysal Islamic Dedicated Equity Fund

During the period under review, your fund posted a return of 31.48% against its benchmark of 20.59%.
At the close of the period fund exposure was 90.54% in Equities. During this period overweight stance
relative to KMI-30 was taken on the Chemical, Technology & Communication and Cement sector
whereas, the underweight stance was taken on Oil & Gas Exploration companies.

FIXED INCOME FUNDS PERFORMANCE

Faysal Money Market Fund

Faysal Money Market Fund (FMMF) yielded an annualized return of 6.58% during 1HFY21 relative to its
benchmark of 6.67%. At the end of the period under review, fund manager maintained majority of the
liquidity in Daily Product (DP) accounts of AAA rated banks with special rates for December closing.
Exposure in ICP stood at 12.06% whereas placement with DFI stood at 7.58%. Going forward, fund
management is in negotiations with DFIs to further deployment in LOP and will be negotiating with
commercial banks for a better daily product rate.



Faysal Halal Amdani Fund

Faysal Halal Amdani Fund (FHAF) yielded an annualized return of 6.56% during the period 1HFY21
relative to its benchmark of 3.71%. At the end of the period, cash allocations stood at 59.70% however
funds placed with banks/DFlIs stood at 14.30% whereas exposures in short term Sukuk and Islamic
commercial paper stood at 10.65% and 14.66% respectively. Going forward, fund management is in
negotiations with commercial banks for a better daily product rate.

Faysal Islamic Cash Fund

Faysal Islamic Cash Fund (FICF) yielded an annualized return of 6.79% during the period 1HFY21 relative
to its benchmark of 3.71%. At the end of period, cash allocations and placement with DFls stood at
61.31% and 9.43% respectively whereas exposure in Islamic Commercial Paper and short term Sukuk
stood at 22.76% and 5.79% 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.

Faysal Financial Sector Opportunity Fund

Faysal Financial Sector Opportunity Fund (FFSOF) yielded an annualized return of 6.32% during 1HFY21
relative to its benchmark of 7.22%. Adverse fund performance was due to revaluation losses on TFC
holdings and MTM losses in PIB floater holdings. 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 5.23% and 2.20% 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 7.23% during the period 1HFY21 relative to its
benchmark of 7.22%. 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 3.41bn at December 2020 end, fund manager
maintained its exposure in MTS market near the minimum required level of 70% which stood at 70.66%
at the end of the period. In near future, investors’ confidence will primarily derive the yield of your fund.

Faysal Government Securities Fund

Faysal Government Securities Fund (FGSF) yielded an annualized return of 6.36% during the period
1HFY21 relative to its benchmark of 7.07%. Fund performance was diluted due to MTM losses in the PIB
floater holdings on the back of adverse movement in floater pricing. At the end of the period, exposure
in T-Bill was reduced to place the funds in higher yielding DP account whereas exposure in PIB Floater
was maintained. 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 6.66% during the period 1HFY21
relative to its benchmark of 7.22%. 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 spread transaction was also built by reducing exposure in
TFC/Sukuks however cash allocation was maintained 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 Growth Fund (FISGF) yielded an annualized return of 6.56% during the period
1HFY21 relative to its benchmark of 3.93%. 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 7.58% during the period 1HFY21
relative to its benchmark of 7.51%. At the end of the period, cash allocation stood at 49.93% whereas
exposures in PIBs, TFCs and commercial paper stood at 15.23%, 29.71% and 2.96% 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 4.16% during the period
1HFY21 relative to its benchmark of 1.96%. 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.

FUND OF FUNDS PERFORMANCE
Faysal Active Principal Preservation Plan

Faysal Active Principal Preservation Plan yielded a cumulative return of 13.22% on the FYTD basis
relative to its benchmark of 13.93%. At the close of the period fund invested 48.90% in the money
market scheme and 47.57% 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 10.61% on the FYTD basis relative
to its benchmark of 13.31%. At the close of the period your fund investment exposure in sharia-
compliant equity scheme stood at 47.28%, and the sharia money market scheme stood at 51.23%.

Faysal Sharia Capital Preservation Plan-II

Faysal Shariah Capital Preservation Plan yielded a cumulative return of 13.15% on the FYTD basis relative
to its benchmark of 10.70%. At the close of the period your fund investment exposure in sharia money
market scheme stood at 50.65% and in sharia dedicated equities scheme stood at 77.38%.Going
forward, fund management will allocate the funds in different high yielding avenues. Since Inception
FSCPP-Il yielded a return of 16.76% versus Benchmark return of 16.52%.

Faysal Sharia Capital Preservation Plan-lll

Faysal Shariah Capital Preservation Plan yielded a cumulative return of 13.50% on the FYTD basis relative
to its benchmark of 11.05. At the close of the period, your fund investment exposure in the sharia
money market scheme stood at 34.78%, in sharia income scheme stood at 15.19% and sharia dedicated
equities scheme stood at 49.50%. Going forward, fund management will allocate the funds in different
high yielding avenues. Since Inception FSCPP 3 yielded a return of 15.18% versus Benchmark return of
14.25%.

Faysal Sharia Capital Preservation Plan-1V

Faysal Shariah Capital Preservation Plan yielded a cumulative return of 9.33% on the FYTD basis relative
to its benchmark of 9.47%. At the close of the period, your fund investment exposure in the sharia-
compliant equity scheme stood at 45.91%, and the sharia money market scheme stood at 53.31%. 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 3.61% on the FYTD basis relative
to its benchmark of 4.55%. At the close of the period, your fund investment exposure in the sharia-
compliant equity scheme stood at 49.36%, and the sharia money market scheme stood at 49.99%. 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 0.06% on the FYTD basis relative
to its benchmark of 0.29%. At the close of the period, your fund investment exposure in the sharia-
compliant equity scheme stood at 10.15. Going forward, fund management will allocate the funds in
different high yielding avenue.
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Head Office Karachi Lahore Islamabad faysalfunds.com
West wing, 7th Floor,Faysal House, ST-02, 92 21 111329725 92 42 35785558 92 51 2605721 / 23 facebook.com/faysalasset
Shahrah-e-Faisal,Karachi, Pakistan. 92 21 38657800 92 42 35755196 92 51 2275252 twitter.com/faysalasset
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