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1 Faysal Funds

Director Report

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 first quarter report on the operations of the Funds under
management along with the condensed first quarter financial statements for the period ended

September 30, 2025.

Name of Funds

Name of Funds

Faysal Halal Amdani Fund

Faysal Islamic Cash Fund

Faysal Islamic Special Income Fund
Faysal Islamic Sovereign Fund

Faysal Islamic Financial Growth Fund
Faysal Islamic Financial Planning Fund I
Faysal Islamic Stock Fund

Faysal Islamic Pension Fund

© ® N o g~ 0 NP

Faysal Islamic KPK Government

Employees Pension Fund

10.
11.
12.
13.
14.
15.
16.
17.
18.

Faysal Islamic Mustakil Munafa Fund
Faysal Islamic Dedicated Equity Fund
Faysal Islamic Stock Fund-II

Faysal Islamic Asset Allocation Fund
Faysal Islamic Asset Allocation Fund — Il
Faysal Islamic Asset Allocation Fund — Il
Faysal Islamic Savings Growth Fund
Faysal Khushal Mustagbil Fund

Faysal Halal Amdani Fund Il




2 Faysal Funds Director Report
ECONOMIC REVIEW:

During 1QFY26, Pakistan's economy exhibited resilience, while affected by floods. The fiscal year
commenced on a positive note, underpinned by successful trade negotiations with the United States,
resulting in a reduction in tariffs on Pakistani exports (from 29% to 19%) and commitments to develop
the country’s domestic oil reserves. The Federal government has also signed a Rs 1.225 trillion
financing agreement with a consortium of 18 banks to address the power sector circular debt. On the
geo-political front, Pakistan and Saudi Arabia signed the Strategic Mutual Defense Agreement, which
is a significant step towards regional stability and security dynamics. This improvement in trade
prospects, coupled with S&P Global's upgrade of Pakistan’s sovereign credit rating from CCC+ to B-,
bolstered investor confidence and reflected enhanced fiscal discipline and policy continuity.

According to the Ministry of Planning, the floods have inflicted an estimated economic loss of PKR
740 billion (~0.6% of GDP), prompting the government, together with the IMF to deliberate on the
revision of GDP growth target for FY26 to 3.5% from 4.2%. Despite these challenges, the overall
macroeconomic environment continues to show resilience, supported by strong remittance inflows, a
stable external account, and improving industrial activity.

The Large-Scale Manufacturing (LSM) index recorded a robust 8.93% YoY growth in July 2025,
indicating renewed momentum in key sectors such as construction materials, consumer durables,
and energy-related industries. This recovery is expected to strengthen further in subsequent months,
supported by post-flood reconstruction efforts and a relatively accommodative monetary stance, with
the policy rate currently standing at 11%.

The Current Account recorded a deficit of approximately USD 624 million (~0.14% of GDP) during
2MFY 26, reflecting a modest external imbalance amid rising economic activity. Imports increased by
~8.8% YoY, while exports expanded by ~10.2% YoY. For FY26, the State Bank of Pakistan (SBP)
initially projected the Current Account Deficit (CAD) in the range of 0-1% of GDP. However,
flood-related adjustments may push the deficit slightly above earlier expectations. Nonetheless, the
anticipated surge in remittance inflows (estimated at ~USD 43 billion versus the earlier projection of
USD 40 billion) is expected to offset part of this pressure. During 2MFY26, remittances posted a 7%
YoY growth, reaching USD6.35bn

Headline inflation declined sharply to 4.1% in July 2025, aided by subdued global commodity and
energy prices, and eased further to 3.0% in August, marking its lowest level in several years.
However, inflation edged up to 5.6% in September 2025, reflecting supply-side disruptions caused by
the floods. Inflationary pressures are expected to remain broadly contained in the near term, although
a modest uptick is anticipated in the latter half of the fiscal year as the low-base effect dissipates and
supply constraints persist. Nonetheless, a stable exchange rate, moderate domestic demand, and
easing global commodity prices are expected to mitigate inflationary risks.

The PKR/USD parity remained broadly stable during the quarter, closing September 2025 at 282.71,
while SBP Reserves stood at USD 14.4 million, equivalent to roughly two months of import cover.
According to the SBP Governor, Pakistan’s total external debt repayments for FY26 amount to USD
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26 billion, of which USD 1.5 billion has already been repaid and USD 2 billion rolled over, leaving an
outstanding amount of USD 22.5 billion for remainder of the year.

On the fiscal side, the Federal Board of Revenue (FBR) has set an ambitious tax collection target of
PKR 14,131 billion for FY26, implying a 21% YoY increase from the previous fiscal year. However,
during the first quarter, the FBR fell short of its target by PKR 198 billion.

Engagement with the IMF remains constructive so far. The Fund’s mission, currently in Islamabad for
the second review under the USD 7 billion Extended Fund Facility (EFF), has expressed satisfaction
with Pakistan’s fiscal performance and approved within-budget adjustments to accommodate
flood-related expenditures. The Fund has also sought updates on the Reko Dig mining project and
reiterated its directive to eliminate circular debt by 2031, ensuring zero growth in its annual flow.

Pakistan’s macroeconomic trajectory stands at a delicate balance of momentum and fragility. Going
forward, we anticipate a gradual economic recovery amidst lower policy rates & contained inflation. A
positive outcome of the ongoing IMF review, prospects of re-profiling of Chinese IPP debt, financial
close of Reko Diqg, stable global commodity prices and positive geo-political developments are
expected to keep the economy buoyant. However, the recent flooding poses a risk to the initial
macroeconomic estimates. Nevertheless, the government remains optimistic that high remittance
inflows (~US$43 bn) will help offset some of the economic damage.

EQUITY MARKET REVIEW:

The Pakistan Stock Exchange (PSX) exhibited stellar performance throughout 1QFY26, reflecting
strong investor sentiment amidst ample market liquidity, robust corporate earnings, positive
developments on circular debt resolution, improving macroeconomic indicators and favorable
geopolitical events. During the quarter, the KSE-100/KMI-30 Index gained ~32/33%, closing at
historic 165,493/246,267 points by the end of September 2025. Despite intermittent volatility due to
urban flooding and concerns of inflationary pressures, the market maintained its positive momentum.

Trading activity remained robust throughout the quarter, with active participation from Mutual Funds
and Individual investors, whose collective buying amounted to ~USD 295mn, while Foreign
Corporates were the primary sellers, liquidating ~USD126Mn. With regards to trading activity,
average daily volumes/value traded increased ~47/44% QoQ to ~370Mn shares/PKR30bn,
respectively for KSE-100. For KMI-30, average daily volumes/value traded declined/surged by
~1/34% QoQ to ~144Mn shares/PKR21bn, respectively. Sector-wise, Banks, Cements, Power &
Automobile Assemblers remained outperformers, surging by 40/38/33/24% respectively. Banks
surged as policy rate remained stable and yields went up.

Looking ahead, the equity market is expected to maintain this upward momentum, underpinned by
macroeconomic stability, lower policy rates, and improving investor sentiment. The KSE-100 Index’s
P/E multiple improved to ~9.2x, at quarter end, however, we see potential for further re-rating as
policy rate remain low. Given the sharp rally of ~32% since FY25-end, a selective approach favoring
cyclical and high-dividend yielding stocks is recommended. Additionally, in the longer-term,
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Vietnam’s anticipated reclassification to the Emerging Market Index is likely to increase Pakistan’s
weight in the Frontier Market Index, potentially attracting foreign inflows.

MONEY MARKET REVIEW:

During 1QFY26, yields have slightly inched up QoQ. In its latest Monetary Policy Committee (MPC)
meeting, held on 15th Sept 2025, SBP opted to keep the policy rate unchanged, citing risks to
macroeconomic indicators amidst floods. Next Monetary policy is due at the end of October 2025.
Latest yield curve movement signals a no-rate cut stance.

Six Variable-rate Sukuk auctions were held during the quarter targeting PKR225bn, while the total
accepted amount was ~PKR77. Six fixed-rate auctions were also held targeting PKR250bn, total
accepted amount was ~PKR312 bn. FRR Rates for latest auction at September end for 3Y/5Y
tenures were 10.75/11.14% respectively.

Going forward, we expect discount rates to stay relatively moderate, supported by low inflation trend
and strong macroeconomic fundamentals. SBP might not opt for a cut in the near-term as flood
damage assessment keeps flowing in. Given that, policy rate remains adequately positive to warrant
a 50-100 bps rate cut going forward, if not immediate.

MUTUAL FUND INDUSTRY REVIEW AND OUTLOOK

At the close of BMCY25, total AUMs of the mutual funds industry including pension funds stood at
PKR 4.05 trillion, registering a slight increase of ~0.4% vs Dec-24 end. 54 funds have been launched
in 8MCY25, out of which 36 are fixed return plans offered by different AMCs for specific customers,
offering competitive returns relative to bank deposits. On the other hand, FAML's AUMs increased by
~4.5 % since Dec-24 with AUMs of ~PKR256bn at the end of 8BMCY25.

As gradual economic revival happens and market has ample liquidity, investors are expected to keep
shifting towards Equity and Asset Allocation funds from Fixed Income funds. Policy rate is expected
to remain at current levels in the short term.

EUND PERFORMANCE REVIEWS

SHARIAH COMPLIANT FUNDS PERFORMANCE

Eaysal Halal Amdani Fund
Faysal Halal Amdani Fund (FHAF) yielded an annualized 1QFY26 return of 9.03% versus its

benchmark return of 9.74%. At the period’s close, cash allocation stood at 13.54%, whereas
exposures in Short-Term Sukuk, Placements with Banks, ljarah Sukuk and Others stood at 9.96%,
72.18%, 2.03% and 2.29%, respectively. In the future, the fund managers will continue to explore
different avenues within the authorized investment.

Faysal Islamic Cash Fund
Faysal Islamic Cash Fund (FICF) yielded an annualized 1QFY26 return of 8.97% versus benchmark

return of 9.74%. At the period’s close, Cash allocation stood at 2%, whereas exposures in Short-Term
Sukuk, Placements with Banks, ljarah Sukuk and Others stood at 10.37%, 79.44%, 6.14% and
2.05%, respectively. In the future, the fund managers will continue to explore different avenues within
the authorized investment.
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Faysal Islamic Savings Growth Fund

Faysal Islamic Savings Growth (FISGF) yielded an annualized 1QFY26 return of 8.55% relative to its
existing benchmark of 9.51%. By the end of the period, Cash allocation stood at 52.09%, while
exposure in Short-term Sukuk, ljara Sukuk and Other Receivables stood at 6.27%, 39.48%, and
2.16% respectively. In the future, your fund will strive to maximize returns in a competitive
macroeconomic landscape.

Eaysal Islamic Special Income Fund

Faysal Islamic Special Income Fund-I (FISIP-1) outpaced its benchmark return by 0.38% in 1QFY26
posting an annualized return of 9.90%. Funds were allocated in Cash (74.06%), ljarah Sukuk
(23.85%) and Others (2.09%). In the future, your fund will take exposure to other investment avenues,
keeping in view the country’s economic position.

Eaysal Islamic Sovereign Fund- (FISP-I)

Faysal Islamic Sovereign Fund (FISP-I) underperformed its benchmark return by 0.74%, posting an
annualized return of 9.22% in 1QFY26. Funds were allocated in Cash (11.83%), ljarah Sukuks
(82.89%), and Others (5.28%). In the future, your fund will take exposure to other investment
avenues, keeping in view the country’s economic position.

Eaysal Islamic Sovereign Fund- (FISP-I)

Faysal Islamic Sovereign Fund (FISP-II) underperformed its benchmark return by 2.52%, posting an
annualized return of 7.43% in 1QFY26. Most of the funds were allocated in Cash (11.39%), ljarah
Sukuks (84.29%), and Others (4.32%). In the future, your fund will take exposure to other investment
avenues, keeping in view the country’s economic position.

Faysal Islamic Financial Growth Fund — (FIFGP-I)

Faysal Islamic Financial Growth Fund (FIFGP-I) underperformed its benchmark return by 1.92%,
posting an annualized return of 8.40% in 1QFY26. Most of the funds were allocated in Cash (25.84%),
ljarah Sukuks (19.97%), Short Term Sukuk (2.20%), Placements with Banks, NBFCs and DFls
(49.76%) and Others (2.22%). In the future, your fund will take exposure to other investment avenues,
keeping in view the country’s economic position.

Faysal Islamic Financial Growth Fund — (FIFGP-II)

Faysal Islamic Financial Growth Fund (FIFGP-II) underperformed its benchmark return by 0.58%,
posting an annualized return of 9.74% in 1QFY26. Most of the funds were allocated in Cash (32.24%),
Short Term Sukuk (0.42%), ljarah Sukuks (1.60%), Placements with Banks, NBFCs and DFls
(64.88%), and Others (0.86%). In the future, your fund will take exposure to other investment
avenues, keeping in view the country’s economic position.

Faysal Halal Amdani Fund - 1l

Faysal Halal Amdani Fund (FHAF 11) yielded an annualized 1QFY26 return of 10.37% versus its
benchmark return of 9.51%. At the period’s close, cash allocation stood at 84.60%, Placements with
Banks, NBFCs and DFls stood at 14.70% while Others stood at 0.70%. In the future, the fund
managers will continue to explore different avenues within the authorized investment.
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Faysal Islamic Mustakil Munafa Fund — (FIMMF-I)

Faysal Islamic Mustakil Munafa Fund (FIMMF-I) posted a 1QFY26 return of 9.69% (annualized)
against the benchmark return of 10.88%. Most of the funds were held in ljara Sukuk (95.14%).
Allocations in Cash and Others stood at 0.09% and 4.77%, respectively.

Eaysal Islamic Mustakil Munafa Fund — (FIMME-VI)

Faysal Islamic Mustakil Munafa Fund (FIMMF-VI) posted a 1QFY26 return of 11.09% (annualized)
against the benchmark return of 10.88%. Allocations in Cash and Others stood at 99.08% and 0.92%,
respectively.

Faysal Islamic Mustakil Munafa Fund — (FIMMFE-IX)

Faysal Islamic Mustakil Munafa Fund (FIMMF-IX) posted a 1QFY26 return of 10.49% (annualized)
against the benchmark return of 10.50%. The funds were held in Placements with Banks, NBFCs and
DFls (88.66%). Allocations in Cash and Others stood at 9.74% and 1.59%, respectively.

Faysal Islamic Mustakil Munafa Fund — (FIMMFE-X)

Faysal Islamic Mustakil Munafa Fund (FIMMF-X) posted a 1QFY26 return of 10.76% (annualized)
against the benchmark return of 10.75%. The funds were held in Placements with Banks, NBFCs and
DFls (72.47%). Allocations in Cash and Others stood at 26.52% and 1.01%, respectively.

Faysal Islamic Mustakil Munafa Fund — (FIMME-XI)

Faysal Islamic Mustakil Munafa Fund (FIMMF-XI) posted a 1QFY26 return of 10.63% (annualized)
against the benchmark return of 10.45%. The funds were held in Placements with Banks, NBFCs and
DFls (74.02%). Allocations in Cash and Others stood at 25.39% and 0.59%, respectively.

Eaysal Islamic Asset Allocation Fund

During the period under review, Faysal Islamic Asset Allocation Fund (FIAAF) posted an absolute
1QFY26 return of 2.83% relative to its existing benchmark of 2.55%. At the end of the period,
exposure in Sukuk, ljarah Sukuk, Cash and Others stood at 49.42%, 33.86%, 12.60% and 4.11%
respectively. In the future, your fund will continue exploring Islamic investment avenues to provide
competitive returns.

Faysal Islamic Asset Allocation Fund-II

During the period under review, Faysal Islamic Asset Allocation Fund-II (FIAAF-I1) posted an absolute
1QFY26 return of 19.20% relative to its existing benchmark of 61.84%. At the end of the period,
exposure in Equities, Cash, ljara Sukuk and Others stood at 62.71%, 25.23%, 6.88% and 5.19%,
respectively. In the future, your fund will continue exploring Islamic investment avenues to provide
competitive returns.

Faysal Islamic Asset Allocation Fund-IIl

During the period under review, Faysal Islamic Asset Allocation Fund-Ill (FIAAF-IIl) posted an
absolute 1QFY26 return of 0.10% relative to its existing benchmark of 0.37%. At the end of the period,
exposure in Cash and Others stood at 99.33% and 0.67%, respectively. In the future, your fund will
continue exploring Islamic investment avenues to provide competitive returns.
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Faysal Islamic Stock Fund

During the period under review, the fund posted an absolute 1QFY26 return of 28.72% against its
existing benchmark return of 33.20%. The funds’ exposure in Equities, Cash and Others stood at
90.22%, 6.98% and 2.80% of assets, respectively. During this period, an overweight stance relative
to the KMI-30 index was taken in the Cement, Oil & Gas Marketing Companies and Fertilizer sectors,
whereas an underweight stance was taken in the remaining sectors.

Eaysal Islamic Stock Fund Il

During the period under review, the fund posted an absolute 1QFY26 return of 26.30% against its
benchmark return of 33.20%. The funds’ exposure in Equities, Cash and Others stood at 78.14%,
21.24% and 0.63% of assets, respectively. During this period, an overweight stance relative to the
KMI-30 index was taken in the Fertilizer sector, whereas an underweight stance was taken in the
remaining sectors.

Faysal Islamic Dedicated Equity Fund

During the period under review, the fund posted an absolute 1QFY26 return of 20.81% against its
benchmark return of 33.20%. The funds’ exposure in Equities, Cash and Others stood at 86.36%,
8.65% and 4.99% of assets, respectively. During this period, an overweight stance relative to the
KMI-30 index was taken in the Cement, Fertilizer, Oil & Gas Marketing Companies, whereas an
underweight stance was taken in the remaining sectors.

Faysal Nu'umah Women Savers Plan

Faysal Nu'umah Women Savers Plan yielded an absolute return in 1QFY26 of 2.25% relative to its
benchmark vyield of 2.44%. The management remained invested in Cash (97.57%) and Others
including receivables (2.43%). Fund management will allocate funds to different low-moderate risk
avenues as we advance.

Faysal Barak’ah Women Savers Plan

Faysal Barak'ah Women Savers Plan yielded an absolute return in 1QFY26 of 2.27% relative to its
benchmark return of 2.44%. The management remained invested in Cash (98.20%) and Others
including receivables (1.80%). Fund management will allocate funds to different medium risk avenues
as we advance.

Faysal Priority Ascend Plan-I

Faysal Priority Ascend Plan-| yielded an absolute return in 1QFY26 of 8.80% relative to its benchmark
return of 9.61%. The management remained invested in Cash (67.72%) Islamic Dedicated Equity
Scheme (31.90%) and Others including receivables (0.38%). Fund management will allocate funds in
different high-risk avenues as we advance.

Faysal Priority Ascend Plan-Il

Faysal Priority Ascend Plan-Il yielded an absolute return in 1QFY26 of 1.30% relative to its
benchmark return of 1.36%. The management remained invested in Cash (90.71%), Islamic
Dedicated Equity Scheme (8.35%), and Others including receivables (0.94%). Fund management will
allocate funds in different high-risk avenues as we advance.
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Eaysal Priority Ascend Plan-Ill
Faysal Priority Ascend Plan-lll yielded an absolute return in 1QFY26 of 2.63% relative to its

benchmark yield of 2%. The management remained invested in Cash (99.32%) and Others including
receivables (0.68%). Fund management will allocate funds in different high-risk avenues as we
advance.

Eaysal Islamic Pension Fund
In 1QFY26, Faysal Islamic Pension Debt Sub Fund posted an annualized return of 8.75% against its

benchmark return of 9.80%. Faysal Islamic Pension Debt Sub Fund allocations stood in ljara Sukuk
(51.30%), Cash (43.06%), Sukkuk (1.58%) and Other Receivables (4.06%). Faysal Islamic Pension
Money Market Sub Fund posted an annualized return of 9.06% against a benchmark return of 9.74%.
Faysal Islamic Pension Money Market Sub Fund allocations stood in ljara Sukuk (29.59%), Sukuk
(11.61%), Cash (55.78%), and Other Receivables (3.03%). Faysal Islamic Pension Equity Sub Fund
posted an absolute return of 27.95% against a benchmark return of 94.34%. Faysal Islamic Pension
Equity Sub Fund remained 94.16% invested in Equities, 2.44% in Cash and 3.40% as Other
Receivables.

Faysal Islamic KPK Government Pension Fund

In 1QFY26, Faysal Islamic KPK Government Pension Debt Sub Fund posted an annualized return of
6.44%. Faysal Islamic KPK Government Debt Sub Fund allocations stood in Cash (92.95%) and
Other Receivables (7.05%). Faysal Islamic KPK Government Pension Money Market Sub Fund
posted an annualized return of 6.49%. Faysal Islamic KPK Government Pension Money Market Sub
Fund allocations stood in Cash (72.10%), ljara Sukuk (20.36%) and Other Receivables (7.54%).
Faysal Islamic KPK Government Pension Equity Sub Fund posted an absolute return of 1.76%, with
allocations in Cash (95.81%) and Other Receivables (4.19%). Faysal Islamic KPK Government
Pension Index Equity Sub Fund posted an absolute return of 1.75%, with allocations in Cash
(95.56%) and Others (4.44%).
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