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LAKSON MONEY MARKET FUND
REVIEW REPORT OF THE DIRECTORS’ OF THE MANAGEMENT COMPANY
FOR THE PERIOD ENDED DECEMBER 31, 2024

The Board of Directors of Lakson Investments Limited, the Management Company of the Lakson Money Market
Fund (“LMMF”) is pleased to submit its review report together with Condensed Interim Financial Information for
the period ended December 31, 2024.

Fund Objective

The objective of the fund is to provide stable and competitive returns with low volatility that are in line with the
money markets and consistent with capital preservation. Accordingly, the fund consists of a liquid portfolio of
low risk and short-term investments.

Principal activities

The Fund is an open-end money market fund and is listed on Pakistan Stock Exchange Limited. The Fund invests
in Government Securities, Certificate of Investments, Clean Placements, Term Deposit Receipts, and other
short-term instruments. The weighted average maturity of the portfolio is kept below 3 months. LMMF invests
in only those securities that have been assigned at least an “AA” rating by a rating agency in Pakistan and are of
less than 6 months maturity. An in-depth credit analysis is conducted before taking any exposure to any counter
party to mitigate the credit risk. Short maturity of the portfolio protects the Unit Holders against interest rate
movements while enhancing the liquidity of the Fund. LMMF is allowed to borrow up to 15% of Net Assets to
meet redemption; however, LMMF did not utilize this facility during the period under review.

Fund performance

The LMMF generated return of 12.18% in 2QFY25 compared to Benchmark return of 13.28%. The LMMF
outperformed the benchmark by 1.1%. Asset allocation was concentrated in T-bills at 48.6%, Cash at 11.3%,
Commercial Paper at 1.0%, PIBs at 13.2%, Placement with Banks & DFIs at 24.7% and others at 1.2%. The
weighted average maturity (WAM) of the LMMF portfolio stands at 62 days and fund size as of December 31,
2024, is PKR 51,929 min.

Earning per Unit (EPU)
EPU has not been disclosed as we feel the determination of weighted average units for calculating EPU is not
practicable for open end funds.

Economic review:

The quarter ended 4QCY24 marked the end of an exceptional year on the back of economic stability driven by
key reforms and strong fiscal management. The country’s macro-economic indicators saw a notable
improvement with inflation rates under control and improvements in external balances.

During the quarter, inflation averaged 5.4% down from 9.2% in the previous quarter. This can be mainly
attributed to the decline in food inflation, lower commodity prices and high base effects. Higher than expected
drop in inflation provided the Central Bank with ample room for further monetary easing, reducing the policy
rate by 450bps to 13%. On the external front, the current account recorded a surplus of USD 1.6bn in
comparison to a deficit of USD 156 min during same period last year. This can be mainly attributed to 5% YoY
growth in exports versus 3% YoY growth in imports. Additionally, inflows from remittances increase by 27% YoY
to USD 9.0bn during the period under review. During 1HFY25 Pakistan recorded a surplus of USD 1.2bn versus a
deficit of USD 1.3bn in 1HFY24.

Forex reserves also witnessed continued improvement as SBP reserves increased to USD 11.7bn in Dec-24 as
compared to USD 10.7bn in Sep-24.



Fixed Income Market Review

Over the past few months, the government securities market has seen significant yield reductions, driven by
SBP’s policy rate cuts and excess liquidity. T-Bill yields dropped sharply in October and November, reflecting
expectations of policy rate cuts. December's auctions saw a slower pace of yield decline, particularly for longer
tenors. SBP decreased the policy rate by cumulative 450 bps in the quarter taking the policy rate to 13%.
Secondary market yields are still hovering lower, indicating market anticipation of further rate cuts in upcoming
MPC.

Future Outlook

In 2024, Pakistan focused on economic consolidation through tight fiscal and monetary policies, supported by
the IMF’s Extended Fund Facility (EFF) program. These measures have led to positive results, with inflation
sharply decreasing from a peak of 28% in January to around 4% in December 2024. The policy rate was reduced
significantly from 22% to 13%, helping to lower interest rates and foster a more favorable economic
environment. The current account also showed improvement, moving from a deficit of USD 1.4B in 1HFY24 to a
surplus of USD 1.2B in 1HFY25, driven by higher remittances and exports. While the IMF's upcoming review in
the first quarter of 2025 is crucial for continued progress, however the tax collection shortfall is expected to be
a key challenge.

Looking ahead, Pakistan’s economic growth is expected to pick up pace in 2025 and 2026, with GDP growth
projected to average around 3% in FY25 and 4% in FY26. The revival of growth will be supported by declining
interest rates, structural reforms under the IMF program, and a favorable inflation outlook, with inflation
expected to remain subdued through 1Q2025 before rising to long term average. Despite these positive
developments, the country faces risks from high utility prices and potential fluctuations in international
commaodity prices or geopolitical tensions. However, with continued external support and a manageable current
account deficit, the Pakistani Rupee might not undergo significant depreciation in 2025.
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For and on Behalf of the Board
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