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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 Directors’ report for the nine months ended March 31, 2024 report on the
operations of the Funds under its management;

EQUITY / ASSET ALLOCATION FUNDS FUND OF FUNDS
e Faysal Stock Fund e Faysal Sharia Planning Fund
e Faysal Asset Allocation Fund o Faysal Sharia Capital Preservation Plan IX
e Faysal Islamic Dedicated Equity Fund e Faysal Islamic Financial Planning Fund
e Faysal Financial Value Fund o Faysal Sharia Capital Preservation Plan IV
e Faysal Islamic Stock Fund o Faysal Sharia Capital Preservation Plan V
e Faysal Islamic Asset Allocation Fund o Faysal Sharia Capital Preservation Plan VI
o Faysal Sharia Capital Preservation Plan VII
FIXED INCOME FUNDS o Faysal Sharia Capital Preservation Plan VIII
e Faysal Islamic Financial Planning Fund Il
e Faysal Income & Growth Fund o Faysal Sharia Capital Preservation Plan X
e Faysal Savings Growth Fund e Faysal Financial Planning Fund
e Faysal Islamic Savings Growth Fund
e Faysal Money Market Fund VOLUNTARY PENSION SCHEME
¢ Faysal Financial Sector Opportunity Fund e Faysal Islamic Pension Fund
e Faysal MTS Fund o Debt Sub Fund
e Faysal Halal Amdani Fund o Equity Sub Fund
e Faysal Government Securities Fund o Money Market Sub Fund
e Faysal Islamic Cash Fund e Faysal Pension Fund
e Faysal Cash Fund o Debt Sub Fund
e Faysal Islamic Special Income Fund o Equity Sub Fund
o Faysal Islamic Special Income Plan | o Money Market Sub Fund
e Faysal Special Savings Fund ¢ Faysal Islamic KPK Government Pension Fund
o Faysal Special Savings Plan | o Debt Sub Fund
o Faysal Special Savings Plan Il o Equity Sub Fund
o Faysal Special Savings Plan Il o Money Market Sub Fund
e Faysal Islamic Sovereign Fund o Index Equity Sub Fund

o Faysal Islamic Sovereign Plan-I
e Faysal Islamic Financial Growth Fund
o Faysal Islamic Financial Growth Plan-I

ECONOMIC REVIEW:

The country’s GDP in 2QFY24 witnessed a mere 1% YoY growth in 2QFY24, albeit contracted from
the 2.5% YoY growth witnessed in 1QFY24 and 2.1% YoY from 2QFY23. The nearly flat Services
sector and negative Industrial sector growth nearly offset the strong growth in the Agricultural sector
(+5% YoY growth owing to a surge in the growth of major crops). Although the Large-Scale Manufac-
turing Index witnessed paltry growth of 0.4%, the significant decline in the Construction sector and
Mining sector growth resulted in the negative overall growth in the Industrial sector (largely owing to
both elevated interest rates and power tariffs). Going forward, the country is likely to see a
lower-than-expected growth rate in FY24, before picking up in FY25 owing to anticipations of a lower
interest rate environment, which may potentially spur growth in the Industrial segment.

Pakistan’s external account continued the positive momentum of the previous quarters, with the
Current Account Deficit (CAD) clocking in at ~USD 1bn during 8MFY24 from a deficit of ~USD 3.8bn
in the Same-Period-Last-Year (SPLY). The steep reduction in the CAD is primarily attributed to the
sharp reduction in the Imports bill, which is down 9% Year-over-Year (YoY) to ~USD 34.1bn during
the period, and due to the modest rise in exports by 10% YoY to ~USD 20.5bn. On the other hand,
Remittances failed to register an increase, instead declined by a mere 1% YoY to ~USD 18.1bn. On a
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Quarter-over-Quarter basis, the Current Account Deficit stood at ~USD 0.2bn (flat QoQ for the first two
months of the quarter), owing to a boost in Exports and continued decline in Imports. However, the
sustained narrowed gap between the Interbank and Open Market USD rates resulted in an improve-
ment in remittance flows. Going forward, Remittance flows are likely to improve owing to the upcoming
Eid Festivities.

Alongside the improvement in the Current Account, the Trade Deficit improved by a healthy ~28%
during the 8MFY24 period, clocking in at ~USD 13.5bn from ~USD 18.7bn in same period last year
(SPLY). An improvement in exports, coupled with a decline in imports resulted in a marked improve-
ment in the CAD. Going forward, we expect exports to improve in 4QFY24 and beyond, while imports
are likely to stabilize near current levels in the ongoing quarter. Due to the upcoming Eid festivities,
remittance flows are likely to improve by the end of FY24. The PKR to dollar parity closed 3Q at PKR
277.95 against the USD, appreciating by ~2.9% since Jun’23 and by ~1.4% on a QoQ basis.

The FX reserves during 3QFY24 rose by ~6% QoQ to ~USD 13.4bn on the back of strong inflows and
roll-overs. During 9MFY24, the reserves surged by ~47% from ~USD 9.3bn at the end of Jun’23,
owing to the inflows by the IMF and friendly countries in the GCC, as well as rollovers by China. This
implies a marked improvement in the imports cover which now stands at ~1.5 months (lower than 1
month by the end of FY23).

Headline inflation in 3QFY24 decreased by 457bps QoQ, averaging ~24%, versus ~28.6% in
2QFY24. This took 9MFY24 inflation to ~27.2% against ~27% in SPLY. Core-Inflation increased to
~20.3% in 9MFY24 from ~16.5% in SPLY, while decreasing from ~21.4% in 2QFY24 to ~18.1% in
3QFY24. Higher fuel, power, and food inflation have kept inflation elevated during the year. The
appreciation of the PKR and moderating international commodity prices have reined in the burgeoning
inflation readings seen in 2HFY23. Going forward, upside risks to inflation prevail if power / gas tariffs,
as well as fuel prices are further revised upwards, and the PKR slips unprecedentedly during the year.
However, the high base in 2HFY24 will continue to water down the inflation readings in 4QFY24 and
beyond, in our view.

During 9MFY24, the FBR collected tax to the tune of ~PKR 6,709bn (higher than the targeted PKR
6,708bn), up 30% YoY from ~PKR 5,155bn in SPLY. The increase in collection is largely due to the
sharp increase in direct taxes and PDL, whereas the tax collected on imports remained muted owing
to the sharp compression in imports. Going forward, although the tax collection is likely to remain
healthy in FY24, the FBR may struggle to meet the year-end target set with the IMF, in our view.

EQUITY MARKET REVIEW:

The outgoing quarter proved to be tumultuous (owing to the political uncertainty prior to the elections
and macroeconomic worries), before rebounding in the latter half of the quarter, with the index
breaking historical records (crossed the 67,000 points level), owing the influx of positivity surrounding
the smooth formation of the new government, successful IMF SBA review, initiation of talks regarding
a new EFF program and overall improvement in macroeconomic indicators. During 9MFY24, the index
surged by ~62% from 41,453 points at the end of Jun'23 to 67,005 points at the end of Mar'24.
Despite the immense volatility, the index gained a modest ~7% QoQ, owing to various factors as
mentioned earlier such as the successful IMF SBA review, GDP growth during 2QFY24, tamed CAD
numbers, peaking of policy rate and positive news flows with regards to FX inflows, among others.
Also, the seamless formation of the new government and portfolios further boosted investor
sentiments.

During the outgoing 3QFY24, Insurance and Foreigners drove the market with a net purchase of
~USD 61mn and ~USD 4mnm respectively. On the flipside, Companies, Banks, Individuals, Others,
Brokers, Mutual Funds, and NBFCs were net sellers to the tune of ~USD 22mn, ~USD 20mn, ~USD
8mn, ~USD 6mn, ~USD 4mn, ~USD 4mn and USD 0.1mn, respectively.

During 3QFY24 the sectors which contributed positively to the index include Banks (2,214 points),
Fertilizer (1,679 points), Oil & Gas Exploration (675 points), Investment Banks (331 points), Automo-
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bile Assemblers (246 points), Power Generation (220 points), Automobile Parts (68 points), and
Pharmaceuticals (42 points). The sectors having negative contribution to the bourse in 3QFY24
majorly include the Technology & Communication (-230 points), Cement (-192 points), Chemical (-179
points), Oil & Gas Marketing (-113 points), Food (-76 points) and Miscellaneous (-55 points). A
preference for blue-chips and higher dividend yielding scrips was witnessed during the quarter owing
to expectations of policy rate peaking out at 22% and strong appreciation of the PKR.

Going forward, the stock market’s performance will be driven by the successful approval of an EFF
program (longer-term program), as well as marked improvements in economic indicators such as the
FX reserves position, tamed CAD and lower inflation (MPC) prints. Also, the gradual uptick in business
activity owing to laxed import restrictions (in compliance with the IMF’s requirements) will further
expedite improvements in the overall economy. However, political stability will play a crucial role for the
long-term sustainability of economic decision making and stabilization of the economy.

MONEY MARKET REVIEW:

During FY24, the Government borrowed ~PKR 17,700bn and ~PKR 1,150bn from Treasury Bills and
Pakistan Investment Bonds, respectively. The weighted average yields of T-bills in the last auction of
3QFY24 clocked in at ~21.4%, ~20.4%, ~20.7% for 3M, 6M and 12M tenors, respectively vs. ~21.3%,
~21.4% and ~21.4% in the last auction of 2QFY24. A slight increase in the secondary market yields
was witnessed following the status-quo MPC decisions announced in 3QFY24 coupled with expecta-
tions of delays in the policy rate downcycle (sticky inflation prints). The bids in the last PIB auction of
3QFY24 accepted for the 3Y / 5Y / 10Y tenors at weighted average yields of ~16.7% / ~15.5% /
~14.3% versus 16.9% / 15.8% / 15% at the end of 2QFY24, whereas all other bids in the remaining
tenors had been rejected. As of Dec 31, 2023, the shorter tenor yields continue to remain higher than
the longer term due to higher inflationary estimates in the short run.

FUND PERFORMANCE REVIEWS
SHARIAH-COMPLIANT FUNDS PERFORMANCE

Faysal Halal Amdani Fund

Faysal Halal Amdani Fund (FHAF) yielded an annualized FY24TD return of 21.43% versus its
benchmark return of 9.97%. At the period’s close, cash allocation stood at 75.63%, whereas
exposures in Short-Term Sukuk, Placements with Banks, ljarah Sukuk and Others stood at 8.05%,
10.11%, 2.71% and 3.51%, respectively.

Faysal Islamic Cash Fund

Faysal Islamic Cash Fund (FICF) yielded an annualized FY24TD return of 21.78% versus its
benchmark return of 9.97%. At the period’s close, cash allocation stood at 76.73%, whereas
exposures in Short-Term Sukuk, Placements with Banks, and Others stood at 8.76%, 11% and 3.52%,
respectively.

Faysal Islamic Savings Growth Fund

Faysal Islamic Savings Growth Fund (FISGF) yielded an annualized FY24TD return of 18.44% relative
to its benchmark of 9.79%. By the end of the period, Cash allocation was maintained at 34.40%, while
exposure in TFCs/Sukuk, GOP ljara Sukuk and Other Receivables stood at 20.87% / 35.18% / 9.55%,
respectively.

Faysal Islamic Special Income Plan - |

Faysal Islamic Special Income Fund Plan-1 (FISIF-1) significantly outpaced its Benchmark return by
9.40%, in FY24TD posting an annualized return of 19.19%. Most of the funds were allocated in Cash
(95.53%) and Others (4.47%).
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Faysal Islamic Special Income Plan — Il

Faysal Islamic Special Income Fund Plan-llI (FISIF-I) significantly outpaced its Benchmark return by
9.69%, in FY24TD posting an annualized return of 20.91%. Most of the funds were allocated in Cash
(96.68%) and Others (3.35%).

Faysal Islamic Sovereign Plan- (FISP-I)

Faysal Islamic Sovereign Fund (FISP-I) outpaced its Benchmark return by 1.82%, posting an
annualized return of 22.12% in FY24TD. Most of the funds were allocated in ljarah Sukuks (87.17%),
Others (9.30%) and Cash (3.53%).

Faysal Islamic Sovereign Plan- (FISP-II)

Faysal Islamic Sovereign Fund (FISP-II) posted an annualized return of 18.23% in FY24TD. Funds
were allocated in ljarah Sukuks (82.18%), Cash (1.76%), Placements with Banks (7.70%) and Others
(8.35%).

Faysal Islamic Financial Growth Plan — (FIFGP-I)

Faysal Islamic Financial Growth Plan (FIFGP-I) posted a FY24TD return of 20.84% (annualized)
against the Benchmark return of 9.79%. Most of the funds were held in ljarah Sukuk (80.24%), Cash
(9.12%), Sukuks (2.64%) and the remainder in Others (8%).

Faysal Islamic Asset Allocation Fund

During the period under review, Faysal Islamic Asset Allocation Fund (FIAAF) posted an absolute
FY24TD return of 16.10% relative to its benchmark of 7.35%. At the end of the period, exposure in
Sukuk, ljarah Sukuk, Cash and Others stood at 48.11%, 28.64%, 18.34% and 4.91%, respectively.

Faysal Islamic Dedicated Equity Fund

In FY24TD, the fund posted a return of 43.31% against its benchmark return of 58.82%. At the end of
the period, exposure in Cash, Equities and Others stood at 16.64%, 49.53%, and 33.83%, respective-
ly. During this period, an Underweight stance relative to KMI-30 was taken on all of the sectors.

Faysal Islamic Stock Fund

During FY24TD, the fund posted an absolute return of 46.84% against its benchmark return of
58.82%. The fund’s exposure in Equities, Cash and Others stood at 89.10%, 7.65% and 3.25% of
assets, respectively. During this period an Overweight stance relative to the KMI-30 index was taken in
the Oil & Gas Exploration and Cement sectors, whereas an Underweight stance was taken in the
remaining sectors.

Faysal Sharia Capital Preservation Plan-X

Faysal Shariah Capital Preservation Plan 10 yielded a FY24TD return of 16.90% (absolute) relative to
its benchmark of 17.95%. At the close of the period, exposure in Cash, Islamic Money Market
Scheme, Islamic Dedicated Equity Schemes and Others stood at 69.27%, 25.24%, 3.90% and 1.59%,
respectively.

Faysal Islamic Pension Fund

In FY24, Faysal Islamic Pension Debt Sub Fund posted an annualized return of 20.11%. Islamic
Pension Debt Sub Fund allocations stood in ljara Sukuk (71.95%), Cash (8.73%) and Other Receiv-
ables (19.31%). Faysal Islamic Pension Money Market Debt Sub Fund posted an annualized return of
21.73%. Islamic Pension Money Market Sub Fund allocations stood in ljara Sukuk (45.15%), Cash
(27%), ICPs (17.36%) and Other Receivables (27.86%). Faysal Islamic Pension Equity Sub Fund
posted an absolute return of 63.57%. Islamic Pension Equity Sub Fund remained 79.97% invested in
Equities, 1.09% in Cash and 18.95% as Other Receivables.
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Faysal Islamic KPK Government Pension Fund

In FY24, Faysal Islamic KPK Government Pension Debt Sub Fund posted an annualized return of
19.32%. Faysal Islamic KPK Government Debt Sub Fund allocations stood in Cash (94.59%) and
Other Receivables (5.41%). Faysal Islamic KPK Government Pension Money Market Sub Fund posted
an annualized return of 17.40%. Faysal Islamic KPK Government Pension Money Market Sub Fund
allocations stood in ljara Sukuk (79.48%), Cash (10.26%) and Other Receivables (10.25%). Faysal
Islamic KPK Government Pension Equity Sub Fund posted an absolute return of 5.14%, with
allocations in Cash (94.53%) and Other Receivables (5.47%). Faysal Islamic KPK Government
Pension Index Equity Sub Fund posted an absolute return of 5.39%, with allocations in Cash (94.53%)
and Other Receivables (5.47%).

CONVENTIONAL FUNDS PERFORMANCE

Faysal Money Market Fund

For the period under review, Faysal Money Market Fund (FMMF) yielded annualized FY24TD return of
21.08% (at par with Benchmark return of 21.08%). At the period’s close, allocation in Cash, T-Bills and
Other Receivables stood at 11.09%, 87.50% and 1.41%, respectively.

Faysal Cash Fund

Faysal Cash Fund (FCF) yielded an annualized FY24TD return of 22.10%, relative to its benchmark of
21.08%. By the end of the period, allocations in Cash, T-Bills and Other Receivables stood at 28.59%,
64.41% and 7.00%, respectively.

Faysal MTS Fund

Faysal MTS Fund (FMTSF) yielded an annualized return of 23.57% (FY24TD) versus a benchmark
return of 22.13%. Allocations in MTS, T-Bills, Cash and Other Receivables stood at 59.45%, 9.68%,
26.55%, and 4.32%, respectively.

Faysal Savings Growth Fund

Faysal Savings and Growth Fund (FSGF) yielded a FY24TD annualized return of 19.44% relative to its
benchmark of 22.13%. At the close of the period, the fund’s allocation in Cash, TFCs/Sukuk, PIBs,
ljara Sukuk and Other Receivables were 44.55%, 20.83%, 21.20%, 3.22% and 10.21%, respectively.

Faysal Financial Sector Opportunity Fund

Faysal Financial Sector Opportunity Fund (FFSOF) yielded an annualized return of 23.23% FY24TD,
relative to its benchmark of 20.07%. By the end of the period, the fund manager maintained liquidity in
Cash (75.69%), ljara Sukuk (17.02%), TFCs/Sukuk (2.75%) and Others (4.53%).

Faysal Government Securities Fund

Faysal Government Securities Fund (FGSF) yielded an annualized return of 13.30% (FY24TD) relative
to its benchmark of 21.94%. At the period’s close, the exposure in Cash, T-Bills, PIBs and Others were
maintained at 4.98%, 89.08%, 4.35% and 1.59%, respectively.

Faysal Income & Growth Fund

Faysal Income and Growth Fund (FIGF) yielded FY24TD annualized return of 23.36% relative to its
benchmark of 22.28%. By the end of the period, Cash allocation stood at 75.58%, while exposure in
TFCs, ljarah Sukuk and Others stood at 9.00%, 10.54% and 4.89%, respectively.

Faysal Financial Value Fund

In FY24, Faysal Financial Value Fund (FFVF) posted an absolute return of 18.34% against its
benchmark of 16.37%. At the close of the period, the fund retained a significant exposure in Cash
(95.59%). Exposure in TFCs and Others stood at 3.12% and 1.29%, respectively.
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Faysal Asset Allocation Fund

During the period under review, Faysal Asset Allocation Fund (FAAF) posted an FY24TD absolute
return of 44.97% against its benchmark return of 54.20%. By the end of the period, 75.81% of the
fund’s assets were allocated in Equities, 10.83% in Cash and 13.37% in Other Receivables. During
this period, an Overweight stance was taken in the Oil & Gas Exploration and Cement sectors;
meanwhile, an Underweight stance was taken in the other remaining sectors.

Faysal Stock Fund

During the period under review, the fund posted an absolute return of -30.61% in FY24TD against its
benchmark return of +62.14%. The fund’s exposure in Equities, Cash and Other Receivables stood at
81.34%, 2.15% and 16.51% of assets, respectively. During this period an Overweight stance was
taken in Oil & Gas Exploration and Cement sectors, whereas, an Underweight stance was taken in the
remaining sectors.

Faysal Special Savings Plan -1

During FY24TD, Faysal Special Saving Plan-I (FSSP-I) generated an absolute return of 13.03%
against its benchmark of 16.53%. The fund’s allocation in Cash and Others stood at 77.72% and
22.28%, respectively.

Faysal Special Savings Plan - Il

During the period under review, Faysal Special Saving Plan-1I (FSSP-II) posted an absolute return of
15.97% (FY24TD), against its benchmark of 16.53%. The fund’s Cash holding decreased to 54.95%,
while allocation in Other Receivables stood at 45.05%.

Faysal Special Savings Plan - I

During FY24TD, Faysal Special Saving Plan-Ill (FSSP-III) posted an absolute return of 15.24%,
underperforming the Benchmark Yield of 16.53%. Cash exposure decreased to 90.16%, while
allocation in Other Receivables stood at 9.84%.

Faysal Pension Fund

In FY24, Faysal Pension Debt Sub Fund posted an annualized return of 18.50%. Faysal Pension Debt
Sub Fund allocations stood as Cash (18.16%), PIBs (60.19%), TFC/Sukuk (6.38%), T-Bills (12.23%)
and Other Receivables (3.04%). Faysal Pension Money Market Sub Fund posted an annualized return
of 19.42%. Faysal Pension Money Market Sub Fund allocations stood in T-Bills (81.17%), Cash
(15.52%) and Other Receivables (3.31%). Faysal Pension Equity Sub Fund posted an absolute return
of 61.99%, with allocations in Equities (78.27%), Cash (2.19%) and Other Receivables (19.54%).
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