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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 half year ended December 31, 2021.

EQUITY/ASSET ALLOCATION FUNDS
Faysal Stock Fund

. Faysal Asset Allocation Fund

. Faysal Islamic Dedicated Equity Fund

. Financial Value Fund

. Faysal Islamic Stock Fund

. Faysal Islamic Asset Allocation 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 MTS Fund

. Faysal Halal Amdani Fund

. Faysal Government Securities Fund
. Faysal Islamic Cash Fund

. Faysal Cash Fund

. Faysal Special Savings Fund

. Faysal Special Savings Fund Plan |

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 Sharia Capital Preservation Plan VII
. Faysal Sharia Capital Preservation Plan VIII
. Faysal Financial Planning Fund

. Faysal Active Principal Preservation Plan

VOULANTARY PENSION SCHEME
. Faysal Islamic Pension Fund

. Debt Sub Fund

. Equity Sub Fund

. Money Market Sub Fund

. Faysal Pension Fund

. Debt Sub Fund

. Equity Sub Fund

. Money Market Sub Fund
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Economic Review:

The pace of economic growth started to show a moderation in trend reflected through the revised GDP
growth target for FY22 in the range of 4-5 percent. GDP growth estimates for FY21 have also been
revised to 5.6%. The main reasons for revision are rebasing of national accounts from base year 2005-
06 to 2015-16 and decelerating growth in demand and supply side indicators. The overall output of
LSMl increased by 3.26% for 5SMFY22 compared to 6.85% for 5SMFY21. There was notable improvement
on the fiscal front as the fiscal deficit during 1QFY22 clocked in at 0.8% of GDP with a 37% Y/Y increase
in FBR tax collection. But this was partly led by the surge in imports, which the authorities were trying
to curb. On the monetary front, the State Bank of Pakistan (SBP) raised the policy rate by 275bps to
9.75% in 1HCY21. The key driving factor behind the decision was the widening current account (CAD)
deficit, and ~11% slippage in the PKR. Pakistan's current account deficit (CAD) stood at US$ 1.9bn
in December 2021, up 2% M/M and much higher vs. US$ 1.65bn reported in June 2021. This took the
deficit during 1IHFY22 to a sizable US$ 9.0bn (against a surplus of US$ 1.2bn in SPLY). Broadly, most
major heads maintained their levels from previous month, but the deficit is not sustainable, in our view.
Exports clocked in at ~US$ 2.8bn (as per PBS) at end Dec'21 down from ~US$ 2.9bn in the previous
month, where a similar reduction was seen in Textile exports (seasonal, in our view). Overall imports
remained high at ~US$7.7bn, but many categories (Petroleum, Food and Autos) showed more than
10% M/M decline - which might reflect the negative impact on demand from recent tightening measures
and high domestic prices. Remittances were flat M/M at ~US$2.5bn amid the onset of Omicron outbreak
- implying that Pakistan can sustain the present rate despite the state of the global pandemic. FX
reserves dipped to US$ 15.9bn in Nov'21 vs. US$20bn in August, before finally settling at US$ 17.7bn
at end Dec'21. Inflation during Oct-Dec 2021 averaged 11.0% vs 8.4%, where the increase in readings
was majorly due to higher energy prices - global commodity prices leading to higher petrol prices and
power tariff hikes enforced by the IMF as precondition for resumption of the stalled IMF Program. Core
inflation averaged 7.5%-8.9% from 5.6%-7.5% in the Urban-Rural centers. National CPI rose a sharp
12.3% Y/Y in December 2021, highest reading since February 2020, up from 11.5% in November (Index
was flat M/M). Urban CPI rose to 12.7% (12.0% in November), while Rural CPI was 11.6% vs. 10.9%
previous month. Key worsening factors during December were higher electricity tariff and cost of
transport. National CPI averaged 9.8% during 1HFY22, compared with 8.6% same period last year.
The present run rate of CAD is much higher than the equivalent of 4% of GDP projected by the SBP
(c.US$ 1.0-1.2bn/month), for which adequate capital commitments are in place, as per the central bank.
We expect considerable reduction in 2HFY22 as a consequence of recent tightening measures by the
SBP and Ministry of Finance, so that CAD in FY22 should clock near US$ 15bn. On the flip side, imports
should moderate further in the coming months, bringing overall monthly imports to about US$ 6.0-
6.5bn, in our view. Moreover, it is possible that CPI in January exceeds 13% yoy and remains between
11-12% until June 2022. Yet, the SBP has guided for a status quo stance in the January MPS while it
has aggressively conducted OMOs since the December meeting, aimed at aligning money market
rates with the policy rate (presently about 175bps apart). The stance will prove appropriate if there is
a meaningful normalization in global commodity prices towards mid-2022 and moderate PKR depreciation
hereon.

Equities review:

The benchmark showed robust returns during the first half of 2021 (1IHCY21) as an effective strategy
to handle covid and resultant macroeconomic recovery strengthened market sentiments that was
reflected through an intra-year gain of 11% of the benchmark KSE100 Index. However, the KSE-100
index shed a sizeable 5.8% in 2HCY21, closing at 44,596 points, with thinning volumes. Market extended
losses, pulling back 1HCY21 gains (8.2%) with OMCs and Cyclicals among the worst hit. Market
portrayed weak performance due to: (i) prerequisites for resumption of the stalled IMF program pertaining
to removal of tax exemptions and delays over the passage of the SBP Amendment Bill which dampened
sentiments, (i) monetary tightening measures from SBP (policy rate increased by 275bps to 9.75%
by Dec'21), (iii) widening CAD leading to sizable USD/PKR devaluation, (iv) MSCI downgrading to FM




3 Faysal Funds Director Report

which resulted in institutional selling, and (v) geopolitical concerns over the fluid environment in
Afghanistan. Political noise rose substantially at the start of 2QFY22 due to issues with regards to
opposition alliance (PDM) on rising inflation eroding political capital for the capital. However, these
issues broadly subsided near the end of 2QFY22. In addition, unrest was witnessed in the market
following subsequently large Current Account Deficits in the quarter, which resultantly led to monetary
tightening on behalf of the State Bank of Pakistan (SBP), greater than anticipated by market participants.
Against this backdrop, trading took a hit with average daily traded value declining by ~50% from US$
210mn in IHCY21 to US$ 106mn in 2HCY21. Foreigners sold equities worth US$ 250mn with heightened
net outflows in Banks (US$ 141mn), Cements (US$ 48mn) and Fertilizers (US$ 47mn). This was
mopped majorly by individuals (US$ 72mn), Companies (US$ 60mn) and Banks (US$ 28mn) on the
local side.

Going forward investor confidence is likely to revive due to a resilient earnings outlook coupled with
the resumption of the IMF program paving the way for the disbursement of the US$ 1bn tranche from
the IMF followed by economic reforms consequently stabilizing the economy. The benchmark KSE100
Index is favorably priced with a forward P/E of 4.84x - at a deep discount against its historical average
of ~8x and the regional average of 15x (forward P/E). Statistically, the benchmark is currently trading
at -0.85 standard deviations below its one-year moving average. The global outbreak of the new COVID
variant "Omicron" is a downside risk as it can result in intermittent lockdowns, however, Pakistan is
well placed as ~46% of its eligible population is fully vaccinated.

Fixed Income review:

Since 27th July 2021, the Central Bank maintained a policy rate of 7.00%, however, on 20th September
2021, a raise of 25 basis points (7.25%) was undertaken to sustain the trend in growth, keep inflation
expectations anchored, and slow the growth in the current account deficit. Furthermore, on 19th
November 2021, a raise of 150 basis points brought the policy rate to 8.75% enabling a progression
to counter inflationary pressures and preserve stability with growth. Towards the end of CY21, on 14th
December 2021, the policy rate again witnessed an increase of 100 basis points taking the policy rate
to 9.75% with the goal of moderating inflation and current account deficit. During 1HFY22, the Government
borrowed 1) PKR 7.73trn in Treasury Bills and 2) PKR 696.83 bn in Pakistan Investment Bonds.

EQUITY AND ASSET ALLOCATION FUNDS PERFORMANCE

Faysal Asset Allocation Fund

During the period under review, your fund posted a return of -9.48% against its benchmark of -4.23%.
At the close of the period fund exposure was 84.26% in Equities and had taken an overweight stance
relative to KSE-100 on Technology & Communication, Cement, Chemicals 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 -10.73% against its benchmark of -5.83%.
At the close of the period fund exposure was 97.12% in Equities. During this period overweight stance
relative to KSE-100 was taken on the Chemical, Technology & Communication, Cement and Insurance
sector whereas, the underweight stance was taken on Commercial Banks, Fertilizer and Oil & Gas
exploration companies.

Faysal Islamic Stock Fund

During the period under review, your fund posted a return of -12.44% against its benchmark of -6.44%.
At the close of the period fund exposure was 98.75% in Equities. During this period overweight stance
relative to KMI-30 was taken on the Chemical, Technology & Communication, Cement whereas, the
underweight stance was taken on, Fertilizer, Power Generation and Oil & Gas exploration companies.

Faysal Islamic Dedicated Equity Fund
During the period under review, your fund posted a return of -14.53% against its benchmark of -6.44%.
At the close of the period fund exposure was 93.61% in Equities. During this period overweight stance




4 Faysal Funds Director Report

relative to KMI-30 was taken on the Technology & Communication, Cement, Power and Chemical
sector whereas, the underweight stance was taken on Oil & Gas Exploration companies.

Faysal Financial Value Fund

During the period under review, your fund posted a return of 5.98% against its benchmark of 5.03%.
At the close of the period fund exposure was 57.45% in TFCs, and 16.38% in T-Bills and 0.94% in
Commercial Papers. %. Going forward, fund management will allocate the funds in different high yielding
avenue.

Faysal Islamic Asset Allocation Fund

Faysal Islamic Asset Allocation Fund (FIAAF) posted an absolute return of 4.34% during 1HFY22
relative to its benchmark of 1.57%. At the end of the period, exposure in corporate Sukuk, GOP ljara
Sukuk and Islamic Commercial Paper were maintained. Going forward, your fund will continue to
explore Islamic investment avenues in order to provide competitive returns.

FIXED INCOME FUNDS PERFORMANCE
Faysal Money Market Fund

Faysal Money Market Fund (FMMF) yielded an annualized return of 8.82% during 1HFY22 relative to
its benchmark of 7.42%. By the end of the period, fund manager maintained cash exposure in higher
yielding daily product of 67.99%. Exposure in CP & LOP were around 4.81% & 5.43% respectively
whereas exposure in government securities was 21.22% (booked for January). Going forward, fund
management will further build up exposure in shorter maturities T bills after maturities from DP.

Faysal Halal Amdani Fund

Faysal Halal Amdani Fund (FHAF) yielded an annualized return of 8.24% during 1HFY22 relative to
its benchmark of 3.24%. At the end of period, cash allocations stood at 81.77% whereas exposures
in short term Sukuk, Bai Muajjal and Islamic commercial paper stood at 2.11%, 2.17% and 12.87%
respectively. Going forward, fund management will be negotiating with Islamic banks for a better daily
product rate / TDR placement and will continue to explore different avenues within the authorized
investment.

Faysal Islamic Cash Fund

Faysal Islamic Cash Fund (FICF) yielded an annualized return of 8.14% during 1HFY22 relative to its
benchmark of 3.24%. At the end of period, cash allocations stood at 84.54% whereas exposure in
Islamic Commercial Paper, Bai Muajjal and short term Sukuk were maintained at 10.93%, 1.81% and
1.76% respectively. Going forward, fund management is in negotiations with Islamic banks for a better
daily product rate / TDR placement 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 9.47% during
1HFY22 relative to its benchmark of 8.69%. By the end of the period, cash allocation stood at 85.85%
whereas exposure in CP and TFC/Sukuk were maintained at 10.27% and 2.78%, 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 8.46% during 1HFY22 relative to its
benchmark of 8.69%. During the period, fund manager increased MTS exposure in order to meet
quarterly requirement of 70% however deteriorated stock market during last two month resulted in to
reduction in MTS exposure which stood at 50.32% at period end. In near future, investors' confidence
will primarily derive the yield of your fund.
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Faysal Government Securities Fund

Faysal Government Securities Fund (FGSF) yielded an annualized return of 9.25% during 1HFY22
relative to its benchmark of 8.56%. By the end of the period, exposure in commercial paper increased
to 84.05% due to massive redemption in the fund whereas cash allocation stood at 12.94%. Going
forward, the fund will continue to build exposure in approved investment avenues to enhance yields
with a proactive investment strategy.

Faysal Savings Growth Fund

Faysal Savings Growth Fund (FSGF) yielded an annualized return of 7.87% during 1HFY22 relative
to its benchmark of 8.69%. As a measure of consolidation strategy, cash allocation was increased by
reducing government securities exposure whereas exposure in TFC/Sukuks stood at 19.26%. Fund
manager also built exposure in commercial paper and spread transactions during the period. Going
forward, the fund will continue to build exposure in lucrative investment avenues and enhance yields
with a proactive trading strategy.

Faysal Islamic Savings Growth Fund

Faysal Islamic Savings Growth Fund (FISGF) yielded an annualized return of 7.31% during 1HFY22
relative to its benchmark of 3.13%. At the end of the period, fund manager built exposure in ICP by
reducing cash allocation whereas exposures in Corporate Sukuk and GOP ljara Sukuk were maintained.
Fund manager also increased exposure in COM during the period. 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 9.51% during 1HFY22 relative
to its benchmark of 9.24%. Fund size of FIGF increased multifold during the period which resultantly
increased overall cash allocation up to 92% of the fund whereas exposure in TFCs and commercial
paper were reduced. Going forward, your fund will strive to maximize returns in a competitive
macroeconomic landscape.

Faysal Cash Fund

Faysal Cash Fund (FCF) yielded an annualized return of 7.68% during 1HFY22 relative to its benchmark
of 7.42%. By the end of the period, fund manager maintained higher yielding Daily product exposure
of 90.04%. Exposure in CP was maintained at 4.55% at the end of the period. Going forward, fund
management will further build up exposure in shorter maturities T bills after maturities from DP.

Faysal Special Savings Plan |

Faysal Special Saving Plan yielded a cumulative return of 1.60% on the FYTD basis relative to its
benchmark of 2.36%. At the close of the period, your fund had Cash position of 98.40%. Going forward,
fund management will allocate the funds in different high yielding avenue.

FUND OF FUNDS PERFORMANCE

Faysal Active Principal Preservation Plan

Faysal Active Principal Preservation Plan yielded a cumulative return of -5.29% on the FYTD basis
relative to its benchmark of 0.30%. At the close of the period fund invested 56.64% in the money market
scheme and 43.01% Cash. 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 5.48% on the FYTD basis
relative to its benchmark of 1.53%. At the close of the period your fund investment exposure in Islamic
money market scheme was 65.50% and in Cash of 34.20%.
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Faysal Sharia Capital Preservation Plan-II

Faysal Shariah Capital Preservation Plan yielded a cumulative return of 2.01% on the FYTD basis
relative to its benchmark of 0.34%. At the close of the period your fund investment exposure in Cash
of 89.12% in Others including receivable of 10.67%. Going forward, fund management will allocate the
funds in different high yielding avenues. Since Inception FSCPP-II yielded a return of 27.22% versus
Benchmark return of 24.20%.

Faysal Sharia Capital Preservation Plan-Ill

Faysal Shariah Capital Preservation Plan yielded a cumulative return of -6.21% on the FYTD basis
relative to its benchmark of -2.26%. At the close of the period, your fund investment exposure in the
Islamic Dedicated Equity Scheme of 48.57% and Islamic Money Market Scheme of 47.06% and Cash
of 4.35%. Going forward, fund management will allocate the funds in different high yielding avenues.
Since Inception FSCPP 3 yielded a return of 15.93% versus Benchmark return of 17.23%.

Faysal Sharia Capital Preservation Plan-IV

Faysal Shariah Capital Preservation Plan yielded a cumulative return of -5.85% on the FYTD basis
relative to its benchmark of -1.76%. At the close of the period, your fund investment exposure in the
Islamic Dedicated Equity Scheme stood at 45.90% and Islamic Money Market Scheme stood at 44.13%.
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 -5.99% on the FYTD basis
relative to its benchmark of -2.09%. At the close of the period, your fund investment exposure in Islamic
Dedicated Equity Scheme of 47.12% and Islamic Money Market Scheme of 48.16%. 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 -5.71% on the FYTD basis
relative to its benchmark of -1.86%. At the close of the period, your fund investment exposure in the
sharia-compliant equity scheme stood at 41.02% and sharia compliant money market scheme stood
at 56.50%. Going forward, fund management will allocate the funds in different high yielding avenue.

Faysal Sharia Capital Preservation Plan-VII

Faysal Shariah Capital Preservation Plan yielded a cumulative return of -5.28% on the FYTD basis
relative to its benchmark of -1.57%. At the close of the period, your fund investment exposure in the
Islamic Dedicated Equity Scheme stood at 38.44% and Islamic Money Market Scheme stood at 60.82%.
Going forward, fund management will allocate the funds in different high yielding avenue.

Faysal Sharia Capital Preservation Plan-VIll

Faysal Shariah Capital Preservation Plan yielded a cumulative return of -4.42% on the FYTD basis
relative to its benchmark of -1.68%. At the close of the period, your fund investment exposure in the
Islamic Dedicated Equity Scheme stood at 47.18% and Islamic Money Market Scheme stood at 52.01%.
Going forward, fund management will allocate the funds in different high yielding avenue.

VOULANTARY PENSION SECHEME

Faysal Islamic Pension Fund - Debt Sub Fund

The fund was launched early October 2021. After bank account opening and completion of operational
formalities and modalities, the Fund commenced operations in late November 2021. The return of the
fund for 1HFY22 was 5.14% annualised. This return will pick up as the fund's expense ratio improves
with expanded size and once income tax exemptions are obtained. The fund is currently mostly invested
in floating-rate GIS with high coupon yield.
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Faysal Islamic Pension Fund - Equity Sub Fund

The fund was launched early October 2021. After bank account opening and completion of operational
formalities and modalities, the Fund commenced operations in late December 2021. The return of the
fund for 1HFY22 was 0.75% in absolute terms. The fund's strategy at present is to invest in companies
with good earnings visibility and cash generation, with resilient business models.

Faysal Islamic Pension Fund - Money Market Sub Fund

The fund was launched early October 2021. After bank account opening and completion of operational
formalities and modalities, the Fund commenced operations in late November 2021. The return of the
fund for IHFY22 was 4.91% annualised. This return will pick up as the fund's expense ratio improves
with expanded size and once income tax exemptions are obtained. The fund is currently mostly placed
in cash deposits with a small exposure to floating-rate GIS with high coupon yield.

Faysal Pension Fund - Debt Sub Fund

The fund was launched early October 2021. Subsequent to bank account opening and completion of
operational formalities and modalities, the Fund commenced operations in late November 2021. The
return of the fund for 1HFY22 was 1.67% annualized. This return will pick up as the fund's expense
ratio improves with expanded size and once income tax exemptions are obtained. The fund's strategy
at present is to invest in short-term T-Bills.

Faysal Pension Fund - Equity Sub Fund

The fund was launched early October 2021. After bank account opening and completion of operational
formalities and modalities, the Fund commenced operations subsequent to year-end 21, during January
2022. The return of the fund for 1IHFY22 was 0.56% in absolute terms. The fund's strategy at present
is to invest in companies with good earnings visibility and cash generation, with resilient business
models.

Faysal Pension Fund - Money Market Sub Fund

The fund was launched early October 2021. Subsequent to bank account opening and completion of
operational formalities and modalities, the Fund commenced operations in late November 2021. The
return of the fund for 1HFY22 was 4.47% annualized. This return will pick up as the fund's expense
ratio improves with expanded size and once income tax exemptions are obtained. The fund's strategy
at present is to invest in short-term T-Bills.
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