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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY

The Directors of Faysal Funds 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, 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

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 11l
. 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

Economic Review:

Despite downside risks from the 4th wave of the pandemic, the Government of Pakistan's (GoP)
proactive policy response continued to positively impact economic recovery during the quarter (SBP
now expects output gap to be +0.1% of GDP in FY22 compared to its previous forecast of -0.06%).
From a policy perspective, lockdowns were gradually lifted during the review period as the positivity
rate came down from a peak of 9.06% in early Aug'21 to close the quarter at 2.99%. Inoculations have
also encouragingly started to pick up pace with an aggregate ~89mn vaccine doses administered (Sep-
end) making grounds for ~73% of the adult population (above 19 years) to be either fully or partially
vaccinated (49%).

Against this backdrop, while the economy continued to show recovery reflected through high-frequency
indicators, macro headwinds primarily arising from import widening (consequence of economic recovery
and commodity super cycle) led to pressure on the currency (PKR/US$ parity depreciated by ~8.2%
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during FY22TD). As a consequence, the central bank (SBP) announced through its monetary policy
to gradually taper its stimulus programs to control the surge in demand recovery. Several factors like
expansionary fiscal policy, higher than expected economic recovery, domestic demand pressures
reflected through higher imports (product of strong pick up in global commodity prices, particularly oil
and machinery imports) subsequently leading to a rise in the current account deficit (CAD at US$
2.29bn in 2MFY22) have together encouraged the SBP to raise the key policy rate by 25bps. The SBP
has also followed up by amending the consumer financing regulations to limit auto financing and also
imposing 100% cash margin requirements (CMR) on import of additional 114 items to cool down the
surge in import growth.

The fiscal account closed FY21 with a deficit of PKR 3.40tn or 7.1% of GDP compared to a deficit of
8.1% of GDP registered in FY20. The primary deficit improved in the outgoing fiscal year to 1.4% of
GDP (PKR 654bn) compared to government's estimated primary deficit of 1.1% of GDP and a primary
deficit of 1.8% of GDP (PKR 757bn) in FY20. The primary balance recorded a deficit of 2.3% of GDP
in 4QFY21 compared to a surplus of ~1.0% in 9MFY21 largely due to a 79% Q/Q increase in defense
spending, 164% Q/Q increase in development spending and relatively higher subsidies of PKR 220bn
in 4QFY21 vs PKR 204bn in 9OMFY21.

Average inflation for 1QFY22 clocked in at 8.6% (national CPI), at the higher end of SBP's target of
7-9% for the full fiscal year. Higher commodity prices (food and energy) and PKR depreciation against
the USD have resulted in general prices to trend up. Core inflation has averaged 6.5% Y/Y (urban) /
6.4% Y/Y (rural) in 1QFY22, picking up moderately M/M in September 2021. Momentum of prices is
expected to remain relatively higher as inflationary expectations have drifted up and general wage
growth has picked up amidst the economic recovery. In this regard, continued high international food
(e.g. palm oil) and energy (crude oil, coal, LNG) prices are upside risks to CPI going forward, in our
view.

The external account is showing signs of weakness as the current account (CA) posted a cumulative
2MFY22 deficit of US$ 2.29bn against a surplus of US$ 0.84bn recorded SPLY. The primary driver of
this slippage is due to higher imports of goods which reached US$ 11.4bn in 2MFY22 (+68%Y/Y).
Pakistan's imports during 2MFY22 reveal a 45% jump in food, 19% in machinery, 165% in transport,
and 87% in petroleum products. Increase in imports has largely been due to a sharp economic recovery,
SBP's TERF facility and high commodity prices. On the FX earnings side, exports increased by a
relatively lower rate of 35% Y/Y to reach US$ 4.6bn while remittances registered a growth of 10% Y/Y
reaching US$ 5,365mn during 2MFY22 compared to US$ 4,859mn recorded in SPLY. As a result,
balance of trade recorded a deficit of US$ 6.8bn during 2MFY22 compared with a deficit of US$ 3.39bn
in SPLY. CA for the month of August 2021 posted a deficit of US$ 1.48bn compared with a surplus of
US$ 0.26bn during August 2020. On a M/M basis, CAD went up by 81% from last month's deficit of
US$ 0.81bn. Balance of Trade recorded a deficit of US$ 4,012mn during August 2021 compared with
a deficit of US$ 3.41bn in July 2021 (+18% M/M) and US$ 1.85bn in August 2020 (+117% Y/Y). Total
imports (goods + services) for the month of August 2021 witnessed an increase of 12% M/M to US$
6.89bn compared to US$ 6,14bn recorded in July 2021. Total exports increased by 6% M/M during
August 2021 to US$ 2.88bn compared with US$ 2,73bn recorded in the previous month. Export of
goods was up by 55% Y/Y and 4% M/M while exports of services was up by 53% Y/Y and 11% M/M.

With heightening pressures on the external account, the PKR depreciated against the US$ by 8.2%
in 1QFY22 reaching 170.62 at the end of September 2021. This was likely due to the delay in the IMF
review (originally scheduled in June 2021), relatively higher imports, timing difference between FX
flows (import/export) and the strength of the US Dollar against other currencies. At the end of the
quarter, SBP Net Reserves stood at ~$19.16bn, enhanced by the IMF tranche of US$ 2.8bn (conditional
to support vaccination related expenses). Despite the currency devaluation, the JP MORGAN based
REER index for the PKR has come down by 5.2% to 96.54 as the trade deficit widened during this
period, implying that the flexible market-based exchange rate system is acting as a shock absorber.
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Equities review:

The benchmark KSE100 Index surrendered its intra-quarterly gains (+1.6%), closing 1QFY22 at
44,899.60 points (around its one-year moving average) with a loss of 5.19% and wrapping up its worst
month in September (-5.31%) since March 2020. Investor sentiments took a hit from geopolitical
concerns (unfolding situation in Afghanistan and consequent impact on Pakistan-US relations), MSCI
decision to downgrade Pakistan from Emerging Market (EM) to Frontier Market (FM) status leading
to continued foreign selling and macro headwinds from import widening leading to relatively aggressive
devaluaiton (8.2%) of the PKR/US$ parity. Rising commodity prices stirred concerns about inflation
and investors were also cautious over the outlook of future corporate earnings, particularly cyclicals
and sectors negatively exposed to the currency. Against this backdrop, the market also absorbed moves
by the central bank (SBP) to taper its stimulus programs as it raised the key policy rate by 25bps against
wider market expectations. The SBP also amended the consumer financing regulations pertaining to
auto financing to control the surge in demand recovery.

Liquidity remained damened as average volumes came off by 38% Q/Q to 412mn shares (4QFY21:
669mn shares) in 1QFY22 while traded value also similarly reduced by 35% Q/Q to reach USD 85mn
compared to USD 131mn in the last quarter. Amongst the majors, the technology (+7.71%; pandemic
accelerated the pace of digital transformation), chemicals (+2.96%; advantageous margin profile) and
banking (+0.62%; expectations of a higher interest rate environment) sectors outperformed while all
mainboard sectors felt the selling pressure including, cements (-20.23%; on surging input costs
threatening the margin profile), oil & gas exploration (-7.97%; lack of material payouts), autos (-8.05%;
surging input cost pressures) and refinery (-21.2%; persistent delays on the approval of the refinery

policy).

In this backdrop, while foreigners accelerated to cut positions (global strategy) with an outflow of US$
83.3mn (mostly concentrated in the banking sector with a net outflow of US$ 46.2mn also exacerbated
by MSCI's decision to downgrade Pakistan to the FM space - on the flip side, there was a net buy of
US$ 20.8mn in technology), individuals, banks and companies during 1QFY22 dominated with net
inflow of US$ 32.5mn, US$ 21.3mn and US$ 12.4mn, respectively.

The SBP and GoP have already started taking corrective actions to control the surge in demand
recovery (amendments in auto financing and imposing 100% cash margin requirements (CMR) on
import of additional 114 items) which is expected to have a cooling down impact on the spike in import
growth. GoP is also scrambling to encourage growth in exports with an emphasis on IT related exports.
On the geopolitical front, while we do not see another reset in Pakistan-US relations, noise around the
same can produce bouts of volatility, in our view. Against this backdrop, resumption of the IMF-GoP
program particularly the rolling-out of reforms (quantum of adjustment in utility tariffs) and FATF
engagement in the month of October 2021, external account figures (trade), movement of the PKR/US$
parity and consequent pace of tightening by the SBP will be keenly tracked by the market. Corporate
profitability remains robust with 4QFY21 depicting a bottom-line growth in excess of 60%YoY. At the
same time, high commodity prices (input costs) are a threat to margins where recent price hikes
(particularly by the cement sector) have signaled an ability to pass on cost pressures should strengthen
investor confidence, in our view.

The core broad base valuations remain attractive as KSE100 is trading at TTM P/E, P/S and P/B of
6.0x/0.6x/0.9x, respectively. The multiples discount with long term average P/E of 9.9x and P/B of 1.5x
have widened to 40%. Moreover, the KSE ALL is trading at 16% of GDP as compared to long term
average of 23% of GDP. Despite the recovery and robust price performance since its bottom, the
benchmark KSE100 remains attractively priced where forward P/E of 5.0x compares favorably with
regional average of 17.0x.

Fixed Income review:
The State Bank of Pakistan (SBP) decided to raise the policy rate by 25 basis points to 7.25% in its




4 Faysal Funds Director Report

MPC meeting on 20th September 2021, due to higher-than-expected recovery in domestic demand
as well as elevated international commodity prices resulting in strong growth in imports that has led
to sharp widening of the current account deficit.

TTM fiscal deficit for June 2021 has clocked in at 7.1% vs. 8.1% of GDP in June 2020. The overall
fiscal balance worsened by 1% YoY, clocking in at Rs3.4bn in absolute terms due to higher development
expenditure. Pakistan total debt stands at PKR 39.77tn as of August 2021. During 1QFY22, the
Government borrowed 1) PKR 3.5tn in Treasury Bills and 2) PKR 409.26bn in Pakistan Investment
Bonds.

The weighted average yields in 1QFY22 improved to 7.5711% from 7.2953% for 3M, 7.9488% from
7.5605% for 6M and 8.8788% from 8.6126% for 3Y. However, yields slightly declined from 9.2000%
to 9.1602% for 5Y tenor in the review period. The spread between 3Y & 1W increased to 236bps-on
back of expectations of economic recovery-from 185bps, in June 2021.

EQUITY AND ASSET ALLOCATION FUNDS PERFORMANCE

Faysal Asset Allocation Fund

During 1QFY22, your fund posted a return of -6.99% against its benchmark return of -4.15%. The fund
exposure was 71.34% in equities and had taken an overweight stance relative to KSE-100 on Technology,
Cements, Chemicals and Food & personal care companies whereas an underweight stance was taken
on Banks and Oil & Gas Marketing companies.

Faysal Stock Fund

During 1QFY22, your fund posted a return of -4.19% against its benchmark of -5.19%. The fund
exposure in equities was decreased from 88.85% to 84.97%. During this period overweight stance
relative to KSE-100 was taken on the Technology, Cements and Chemicals sectors whereas an
underweight stance was taken on Auto manufacturers and Glass and ceramics sectors.

Faysal Islamic Stock Fund

During 1QFY22, your fund posted a return of -6.12% against its benchmark of -5.62%. The fund
exposure in equities was increased from 93.54% to 93.74%. During this period overweight stance
relative to KMI-30 was taken on the Technology, Cements and Chemicals sectors whereas an underweight
stance was taken on Auto Assemblers and Oil & Gas Marketing companies.

Faysal Islamic Dedicated Equity Fund

During 1QFY22, your fund posted a return of -9.24% against its benchmark return of -5.62%. The fund
exposure was 84.70% in equities. During this period overweight stance relative to KMI-30 was taken
on the Cements, Technology & Communication, Chemicals and Foods & personal care sectors whereas
an underweight stance was taken on Fertilizers and Pharmaceutical.

Faysal Financial Value Fund

During 1QFY22, your fund posted a return of 2.47% against its benchmark of 1.77%. 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

Faysal Islamic Asset Allocation Fund

Faysal Islamic Asset Allocation Fund (FIAAF) posted an absolute return of 2.47% during 1QFY22
relative to its benchmark of 0.78%. At the end of the period, the fund-built exposure in ICP by reducing
exposure in corporate Sukuk whereas GOP ljara Sukuk and cash allocation were maintained. Going
forward, your fund will continue to explore Islamic investment avenues in order to provide competitive
returns.
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FIXED INCOME FUNDS PERFORMANCE

Faysal Money Market Fund

Faysal Money Market Fund (FMMF) yielded an annualized return of 9.01% during 1QFY22 relative to
its benchmark of 6.75%. By the end of the period, the fund-maintained cash exposure in higher yielding
daily product of 67.95%. Exposure in CP & LOP were around 7.14% & 7.29%, respectively, whereas
exposure in government securities was 16.99% (booked for October). Going forward, fund management
will further build exposure in shorter maturities T bills, after maturities of high yielding daily products.

Faysal Halal Amdani Fund

Faysal Halal Amdani Fund (FHAF) yielded an annualized return of 8.07% during 1QFY22 relative to
its benchmark of 3.26%. At the end of period, cash allocations stood at 84.71% whereas exposures
in short term Sukuk and Islamic commercial paper stood at 2.31% and 8.83%, 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 7.61% during 1QFY22 relative to its
benchmark of 3.26%. At the end of period, cash allocations increased to 87.94% whereas exposure
in Islamic Commercial Paper and short term Sukuk were reduced to 7.80% and 1.73%, 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 10.71% during
1QFY22 relative to its benchmark of 7.66%. By the end of the period, the fund liquidated its exposure
in PIBs whereas exposure in CP and TFC/Sukuk were maintained at 9.24% and 2.51%, 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 8.26% during 1QFY22 relative to its
benchmark of 7.66%. During the period, the fund increased MTS exposure from 45.90% to 75.54%
by reducing cash allocation in order to meet quarterly requirement of 70% MTS exposure. Fund manager
liquidated all PIB exposure during the period. In near future, investors' confidence in this specific fund
will primarily derive the returns of your fund.

Faysal Government Securities Fund

Faysal Government Securities Fund (FGSF) yielded an annualized return of 9.93% during 1QFY22
relative to its benchmark of 7.52%. At the end of the period, the fund reduce exposure in government
securities to 39.90% (mainly 37.41% T-bills booked for October) from 78.26% during last month.
Exposure in CP was also built during the period. 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 8.18% during 1QFY22 relative
to its benchmark of 7.66%. As a measure of consolidation strategy, almost all of the government
securities exposure was liquidated by increasing cash whereas exposure in TFC/Sukuks stood at
20.65%. The fund also built exposure in commercial paper 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 and Growth Fund (FISGF) yielded an annualized return of 7.98% during 1QFY?22
relative to its benchmark of 3.13%. At the end of the period, the fund-built exposure in ICP by reducing
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cash allocation whereas exposures in Corporate Sukuk, GOP ljara Sukuk and COM were 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 8.99% during 1QFY22 relative
to its benchmark of 8.12%. By the end of the period, PIB exposure was liquidated by increasing cash
allocation whereas exposure in TFCs and commercial paper were maintained. 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 6.64% during 1QFY22 relative to its benchmark
of 6.76%. By the end of the period, the fund maintained higher yielding Daily product exposure of
89.97%. Exposure in CP was maintained at 9.42% at the end of the period. Going forward, fund
management will further build up exposure in shorter maturities T bills after maturities from DP.

FUND OF FUNDS PERFORMANCE
Faysal Active Principal Preservation Plan

Faysal Active Principal Preservation Plan yielded a cumulative return of -2.88% in 1QFY22, relative
to its benchmark of -0.88%. The fund invested 36.63% in Islamic Dedicated Equity Scheme and 59.90%
in Money Market Scheme, whereas minimum and maximum multiplier was at 2.0x. 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 -1.57% in 1QFY22, relative
to its benchmark of 0.72%. At the month-end, your fund investment exposure in the Sharia Money
Market Scheme stood at 76.22% with a multiplier of 0.0x.

Faysal Sharia Capital Preservation Plan-II

Faysal Shariah Capital Preservation Plan yielded a cumulative return of 1.37% in 1QFY22, relative to
its benchmark of -1.18%. At the month-end, your fund investment exposure in sharia-compliant equity
scheme stood at 0.01% and the sharia money market scheme stood at 87.66% with minimum and
maximum multiplier kept at 0.0x to 1.6x.

Faysal Sharia Capital Preservation Plan-Ill

Faysal Shariah Capital Preservation Plan yielded a cumulative return of -3.81% in 1QFY22, relative
to its benchmark of -2.33%. At the month-end, your fund investment exposure in sharia dedicated
equities scheme stood at 48.02% and Islamic Money Market scheme stood at 49.35% with minimum
and maximum multiplier kept at 3.0x to 4.0x. Going forward, fund management will allocate the funds
in different high yielding avenues. Since Inception FSCPP 3 yielded a return of 18.89% versus Benchmark
return of 17.29%.

Faysal Sharia Capital Preservation Plan-IV

Faysal Shariah Capital Preservation Plan yielded a cumulative return of -3.64% in 1QFY22, relative
to its benchmark of -1.51%. At the month-end, investment exposure in the sharia money market scheme
stood at 51.73% and sharia dedicated equities scheme stood at 43.99% with minimum and maximum
multiplier kept at 4.0x to 5.0x. Going forward, fund management will allocate the funds in different high
yielding avenue.
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Faysal Sharia Capital Preservation Plan-V

Faysal Shariah Capital Preservation Plan yielded a cumulative return of -4.08% in 1QFY22, relative
to its benchmark of -2.20%. At the month-end your fund investment exposure in the sharia-compliant
equity scheme stood at 38.21% and the sharia money market scheme stood at 58.17% with multiplier
kept constant at 5.0x. 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 -4.23% in 1QFY22, relative
to its benchmark of -2.39%. At the month-end, investment exposure in the sharia-compliant equity
scheme stood at 31.33% and sharia-compliant money market stood at 66.85% with multiplier kept
constant at 5.0x. 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 -4.19% in 1QFY22, relative
to its benchmark of -2.11%. At the month-end, your fund investment exposure in the sharia-compliant
equity scheme stood at 29.35% and sharia-compliant money market stood at 70.03% with multiplier
kept constant at 5.0x. 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 -2.71% in 1QFY22, relative
to its benchmark of -1.23%. At the month-end, your fund investment exposure in the sharia-compliant
equity scheme stood at 30.90% and sharia-compliant money market stood at 67.88% with multiplier
kept constant at 5.0x. Going forward, fund management will allocate the funds in different high yielding
avenue
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