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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 quarter ended September 30, 2023.

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
o Faysal Special Savings Plan |
o Faysal Special Savings Plan Il
o Faysal Special Savings Plan Il
e Faysal Islamic Sovereign Fund
o Faysal Islamic Sovereign Plan-I
e Faysal Islamic Financial Growth Fund
o Faysal Islamic Financial Growth Plan-I

ECONOMIC REVIEW:

Pakistan’s external account failed to sustain the upwards momentum of the previous quarter, with the
Current Account Deficit (CAD) clocking in at ~USD 0.9bn from a surplus of ~USD 0.8bn in 4QFY23
(however, a Current Account Surplus is expected for Sep’23 following the trade numbers posted by
PBS). On a Year-over-Year basis, the CAD decreased by a sharp 54% for the 2MFY24 period. The
economic slowdown at major export destinations continued to drag both exports and remittances down
to USD 4.5bn (down 8% YoY) and USD 4.1bn (down 22% YoY), respectively. Also, volatility in the gap
between inter-bank and open market resulted in flows being routed through unofficial channels.

Although the Current Account witnessed a slight deterioration on a Quarter-over-Quarter (QoQ) basis,
a substantial Surplus is expected for the month of Sep’23 as the Trade Deficit clocked in at a mere
~USD 1.5bn. A slight improvement in exports on a Month-over-Month (MoM) basis, coupled with a
potential improvement in remittance flows, on the back of the narrowed Interbank-Open Market USD
rate and administrative measures are likely to boost remittances in the coming months, in our view.
Going forward, we expect exports to pick up during the year (2HFY24), while imports are likely to
stabilize near current levels in the ongoing quarter (administrative measures remain intact, albeit
relatively laxed). The PKR closed the quarter at PKR 287.74 against the USD, depreciating by ~0.6%
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on a QoQ basis.

The Fx reserves during the month continued the downtrend, declining to USD 13.2bn (September 22,
2023), compared with USD 9.2bn 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). already stands at
lower than 1 month.

Headline inflation in Sep’23 surged to 31.44%, compared with 23.2% in SPLY and 27.38% illustrated
in the previous month. On a MoM basis, inflation increased by 2.0%, primarily due to the substantial
rise in fuel prices. Core-Inflation increased to ~22.1%, from ~21.4% in the month prior. Inflation for the
quarter averaged 29.04%, vs. 25.12% in the Same-Period-Last-Year (SPLY). Going forward, upside
risks to inflation prevail as power / gas tariffs are expected to be revised upwards during the course of
the year.

During the quarter, the FBR collected tax to the tune of ~PKR 2,041bn (higher than targeted), up 25%
YoY from ~PKR 1,639bn in SPLY. The beat in collection is largely due to the sharp increase in direct
taxes and PDL, whereas, tax collected on imports remains muted owing to the sharp compression in
imports. Going forward, tax collection is likely to remain healthy in FY24f.

EQUITY MARKET REVIEW:

The quarter started off on a positive note with the approval of the IMF’s Stand-By Agreement to the
tune of ~USD 3.0bn, inflows / rollovers of friendly countries and expectations of large investments by
the KSA and other countries. Also, muted political noise, following the Caretaker government'’s charge
and indication of the ECP for holding elections in the last week of Jan’24, supported the market. The
KSE-100 index increased by ~11.5% QoQ (up ~4,780 points), closing at 46,233 points from 41,453 at
the end of Jun’23. The index remained volatile during the quarter, declining from the peak of 48,765
points level. Successive status-quo decisions by the SBP in the MPC meetings, sharp PKR apprecia-
tion towards the end of the quarter on strict administrative measures and positive news flows regarding
structural demands of the IMF lifted market sentiments in Sep’23.

Political uncertainty also remained muted in 1QFY24 on the back of peaceful transition of the PDM
government and incumbent Caretaker government. Absence of political rallies and unrest, coupled
with the ECP’s indication of holding country-wide elections towards the end of Jan’24, further reduced
political noise. Also, the SBP’s consecutive decisions on keeping the policy rate unchanged at 22%
slightly improved the equity outlook. Expectations of rate cuts in 2HFY24, optimistic inflationary and
overall macroeconomic outlook, may boost the equity performance in the coming quarters, in our view.

During the outgoing 1QFY24, Banks, Brokers, Other Organizations and NBFCs turned net sellers to
the of USD 43.3mn, USD 7.99mn, USD 3.75mn and USD 0.17mn, respectively, whereas Mutual
Funds (USD 37.89mn) remained net sellers, compared with the previous quarter. The market was
driven by Insurance (USD 44.9mn), Companies (USD 24.8mn mainly on account of buy - backs),
Foreigners (USD 22.0mn) and Individuals (USD 1.5mn).

During 1QFY24 the sectors which contributed positively to the index include Banks (~2,208 points), Oil
& Gas Exploration (~870 points), Power Generation (~611 points), Food & Personal Care (~178
points), Oil & Gas Marketing (~177 points), Refinery (~175 points), Cements (~163 points), Chemicals
(~157 points), Investment Banks (~124 points), Textile Composites (~106 points) and Automobile
Assemblers (~103 points), whereas, the Fertilizer (~-217 points), Technology & Communication (~-70
points) and Paper & Board (~-29 points), majorly dragged the index. A preference for cyclical sectors
was witnessed owing to expectations of interest rates peaking at 22% and strong appreciation of the
PKR, whereas, elevated Bank earnings (payouts, as well as lack of local debt restructuring) drove the
sector. Also, a potential increase in gas prices and circular debt management plans boosted investor
confidence in the sector during the quarter.
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Going forward, the stock market’s performance in the future will be driven by the success of the
Stand-By Agreement with the IMF, depressed domestic political noise, as well as marked improve-
ments 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 FY23, the Government borrowed ~PKR 8,309bn and ~PKR 83bn from Treasury Bills and
Pakistan Investment Bonds, respectively. The weighted average yields of T-bills in the last auction of
1QFY24, clocked in at ~22.76%, ~22.80% and ~22.85% for 3M, 6M and 12M tenors, respectively vs.
21.99%, 21.92% and 21.98% in the last auction of 4QFY23 held in Jun’23. A sharp decline in the
secondary market yields was witnessed following the status quo MPC decision announced during the
scheduled MPC meeting during the month (status-quo at 22%). A similar trend was witnessed in the
GIS 1YR VRR auction held on the 18th of September, as the margin decreased by 200bps (raised only
~PKR 79bn against target of ~PKR 531bn, hinting at lower policy outlook for the year). The bids in the
last PIB auction of 1QFY24 were accepted for the 3Y / 5Y / 10Y tenors at weighted average yields of
19.32% / 16.95% / 15.25% vs. 19.35% in Jun’23 (only 3Y bids were accepted), whereas all other bids
in the remaining tenors had been rejected. Owing to forward looking easing inflationary pressures,
specifically core-inflation, the central bank in its MPC meetings held in Jul'23 and Sep'23, left the policy
rate unchanged at 22%. As of Sep 30, 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 20.38% versus its
benchmark return of 8.35%. At the period’s close, cash allocation stood at 62.36%, whereas exposures
in Short-Term Sukuk and Placements with Banks stood at 10.10% and 24.78%, respectively. In the
Future, the fund managers will continue to explore different avenues within the authorized investment.

Faysal Islamic Cash Fund

For the period under review, Faysal Islamic Cash Fund (FICF) yielded a FY24TD return of 20.55%
relative to its benchmark return of 8.35%. Cash and Short-Term Sukuk allocations stood at 45.41%
and 14.92%. Exposures in Bank Placements stood at 30.12%. Going forward, the fund management
will continue exploring different avenues within the authorized investment.

Faysal Islamic Savings Growth Fund

Faysal Islamic Savings Growth (FISGF) yielded an annualized FY24TD return of 18.25% relative to its
benchmark of 7.60%. By the end of the period, Cash allocation was maintained at 49.89%, while
exposure in TFCs/Sukuk and GOP ljara Sukuk stood at 32.30% / 11.34%, respectively. In the future,
your fund will strive to maximize returns in a competitive macroeconomic landscape.

Faysal Islamic Special Income Plan - |

Faysal Islamic Special Income Fund Plan-I (FISIF-I) significantly outpaced its Benchmark return by
12.94%, in FY24TD posting an annualized return of 20.54%. Most of the funds were allocated in Cash
(95.66%). In the future, your fund will take exposure in other investment avenues keeping in view the
country’s economic position.

Faysal Islamic Sovereign Plan- (FISP)
Faysal Islamic Sovereign Fund (FISP-I) outpaced its Benchmark return by 1.20%, posting an annual-
ized return of 23.01% FY24TD. Most of the funds were invested in ljarah Sukuks (77.24%) and Cash
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(15.80%). In the future, your fund will take exposure in other investment avenues keeping in view the
country’s economic position.

Faysal Islamic Financial Growth Plan — (FIFGP-I)

Faysal Islamic Financial Growth Plan (FIFGP-I) posted a FY24TD return of 19.55% (annualized),
against the Benchmark return of 7.60%. Most of the funds were held as TFCs/Sukuks (71.51%) and
Cash (19.24%). In the future, your fund will take exposure in other investment avenues keeping in view
the country’s economic position.

Faysal Islamic Asset Allocation Fund

During the period under review, Faysal Islamic Asset Allocation Fund (FIAAF) posted an absolute
FY24TD return of 5.10% relative to its benchmark of 1.96%. At the end of the period, exposure in
Sukuk and Cash stood at 40.10% and 26.42%, respectively, whereas, ljarah Sukuk allocation
decreased to 29.08%. In the future, your fund will continue exploring Islamic investment avenues to
provide competitive returns.

Faysal Islamic Dedicated Equity Fund

In FY24TD, the fund posted a return of 6.29% against its benchmark return of 9.78%. The fund
decreased exposure in Equities via an increase in Cash. During this period an Overweight stance
relative to KMI-30 was taken on the Oil & Gas Exploration and Commercial Banks sectors. An
Underweight stance was taken on the Fertilizer, Cement and Oil & Marketing sectors.

Faysal Islamic Stock Fund

During FY24TD, the fund posted an absolute return of 6.95% against its benchmark return of 9.78%.
The fund’s exposure in Equities and Cash stood at 79.89% and 16.67% of assets, respectively, while
the allocation in Others including Receivables stood at 3.44%. During this period an Overweight stance
relative to the KMI-30 index was taken in the Oil & Gas Exploration and Commercial Banks sectors,
whereas, an Underweight stance was taken in the Cements, Fertilizers and Oil & Gas Marketing
sectors.

Faysal Sharia Capital Preservation Plan-VII

Faysal Shariah Capital Preservation Plan 7 yielded a return of 4.14% in FY24TD, relative to its
benchmark return of 1.90%. At the close of the period, the fund’s investment exposure was allocated in
Islamic Money Market Scheme (92.70%) and Cash (6.35%).

Faysal Sharia Capital Preservation Plan-VIil

Faysal Shariah Capital Preservation Plan 8 churned an absolute return in FY24TD of 4.65% relative to
its benchmark yield of 2.05%. The management opted to hold Cash (98.79%). Fund management will
allocate funds in different high-yielding avenues as we advance.

Faysal Sharia Capital Preservation Plan-IX

Faysal Shariah Capital Preservation Plan 9 yielded a return of 5.45% FY24TD, relative to its
benchmark return of 5.10%. At the period’s close, the exposure in Cash, Islamic Sovereign Income
Scheme and Islamic Dedicated Equity Scheme stood at 63.42%, 5.44% and 30.87%, respectively. In
the future, fund management will allocate funds in different high-yielding avenues.

Faysal Sharia Capital Preservation Plan-X

Faysal Shariah Capital Preservation Plan 10 yielded a FY24TD return of 5.84% (absolute) relative to
its benchmark of 4.20%. At the close of the period, exposure in Cash and Islamic Dedicated Equity
Schemes stood at 75.33% and 23.97%, respectively. In the future, fund management will allocate
funds in different high-yielding streams.

Faysal Islamic Pension Fund
Pakistan’s economy is facing a confluence of high interest rates, high inflation, and low economic
growth. In this backdrop, it is unlikely that interest rates will ease off in the next several months,
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although due to mostly administrative measures, entrenched, endemic PKR weakening has been
arrested and reversed somewhat. The conditions accompanying the IMF facility are resulting in higher
utility tariffs and constrained domestic spending, which has accentuated the high inflation, low growth
themes already in effect. Therefore, the overall strategy of fixed-income funds under FIPF remains to
invest the fixed-income component of FIPF in floating-rate GoP ljarah sukuks to benefit from currently
elevated interest-rates while mitigating interest-rate risk.

On the equities side, FIPF maintains a strong bias towards high-quality cash-rich companies with good
earnings visibility and non-cyclical businesses which are either beneficiaries of high domestic interest
rates, higher commodity prices, or power and gas tariff revisions. In light of recent administrative
measures, opportunistic exposure has also been assumed in some cyclical sectors that are likely
beneficiaries of PKR strengthening. This strategy is expected to provide stable, attractive returns over
the medium-term.

CONVENTIONAL FUNDS PERFORMANCE

Faysal Money Market Fund

For the period under review, Faysal Money Market Fund (FMMF) yielded annualized FY24TD return of
20.69%, relative to its benchmark of 21.93%. At the period’s close, allocation in T-Bills stood at
98.10%. Fund management will continue to explore different avenues within the authorized investment.

Faysal Cash Fund

Faysal Cash Fund (FCF) yielded an annualized FY24TD return of 20.47%, relative to its benchmark of
21.93%. By the end of the period, allocations in Cash and T-bills stood at 48.87% and 48.91%. As we
advance, management will explore other investment avenues for deployment.

Faysal MTS Fund

Faysal MTS Fund (FMTSF) yielded an annualized return of 22.42% (FY24TD) versus a benchmark
return of 23.21%. The Fund manager decreased exposure in MTS to 54.56%. Allocations in T-Bills and
Cash stood at 9.77% and 32.95%, respectively. Fund management will maintain exposure in MTS as
we advance, depending on market conditions.

Faysal Savings Growth Fund

Faysal Savings and Growth Fund (FSGF) yielded a FY24TD annualized return of 23.41% relative to its
benchmark of 23.21%. At the close of the period, the fund’s allocation in Cash and TFCs/Sukuk were
81.24% and 10.70%, respectively. In the future, your fund will continue to explore investment avenues
to provide competitive returns.

Faysal Financial Sector Opportunity Fund

Faysal Financial Sector Opportunity Fund (FFSOF) yielded an annualized return of 21.97% FY24TD,
relative to its benchmark of 23.21%. By the end of the period, the fund manager-maintained liquidity in
Cash, with an allocation of 90.30%. Also, exposure in TFC/Sukuk stood at 6.04%. We anticipate
returns will remain competitive due to consistently high-yielding daily product rates.

Faysal Government Securities Fund

Faysal Government Securities Fund (FGSF) yielded an annualized return of 20.57% (FY24TD) relative
to its benchmark of 23.04%. At the period’s close, T-Bills, as well as Cash were maintained at 72.19%
and 25.47%, respectively. In the future, the fund will explore other approved investment avenues to
enhance yields with a proactive investment strategy.

Faysal Income & Growth Fund

Faysal Income and Growth Fund (FIGF) yielded FY24TD annualized return of 22.62% relative to its
benchmark of 23.52%. By the end of the period, Cash allocation stood at 81.42%, while exposure in
TFS/Sukuk stood at 14.91%. In the future, your fund will strive to maximize returns in a competitive

macroeconomic landscape.
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Faysal Financial Value Fund

In FY23, Faysal Financial Value Fund (FFVF) posted an absolute return FY24TD of 5.82% against its
benchmark of 5.67%. At the close of the period, the fund retained a significant exposure in TFCs
(62.66%). Exposures in Cash and T-Bills stood at 24.33% and 9.36%, respectively. In the future, your
fund will continue to explore investment avenues to provide competitive returns.

Faysal Asset Allocation Fund

During the period under review, Faysal Asset Allocation Fund (FAAF) posted a FY24TD absolute
return of 6.84% against its benchmark return of 10.66%. By the end of the period, 72.36% of the fund’s
assets were allocated in Equities. During this period an Underweight stance was taken in the Commer-
cial Banks, Cements, Engineering, Fertilizer and Glass & Ceramics sectors.

Faysal Stock Fund

During the period under review, the fund posted an absolute return of -10.70% in FY24TD against its
benchmark return of +11.87%. The fund’s exposure in Equities and Cash stood at 29.76% and 61.86%
of assets. During this period an Overweight stance was taken in the Insurance sector, whereas an
Underweight stance was taken in the remaining sectors.

Faysal Special Savings Plan -1

During the period under review, Faysal Special Saving Plan-l (FSSP-I) generated an absolute return in
FY24TD of 4.43% against its benchmark of 5.81%. The fund’s allocation in Cash stood at 98.37%. In
the future, your fund will take exposure in other investment streams, keeping in view the country’s
economic situation.

Faysal Special Savings Plan -l

During the period under review, Faysal Special Saving Plan-Il (FSSP-II) posted an absolute return of
5.12% (FY24TD), against its benchmark of 5.81%. The fund’s Cash holding decreased to 96.47%. In
the future, your fund will take exposure to other investment avenues, keeping the country’s economic
position in view.

Faysal Special Savings Plan —lll

During FY23, Faysal Special Saving Plan-Ill (FSSP-III) posted an absolute return (FY24TD) of 4.63%,
underperforming the Benchmark Yield of 5.81%. Cash exposure slightly decreased to 94.79%. In the
future, your fund will take exposure to other investment avenues, keeping the country’s economic
position in view.

Faysal Pension Fund

Pakistan’s economy is facing a confluence of high interest rates, high inflation, and low economic
growth. In this backdrop, it is unlikely that interest rates will ease off in the next several months,
although due to mostly administrative measures, entrenched, endemic PKR weakening has been
arrested and reversed somewhat. The conditions accompanying the IMF facility are resulting in higher
utility tariffs and constrained domestic spending, which has accentuated the high inflation, low growth
themes already in effect. Therefore, the overall strategy of fixed-income funds under FPF remains to
invest the fixed-income component of FPF in short-term government securities to benefit from currently
elevated interest rates while mitigating interest-rate risk.

On the equities side, FPF maintains a strong bias towards high-quality cash-rich companies with good
earnings visibility and non-cyclical businesses which are either beneficiaries of high domestic interest
rates, higher commodity prices, or power and gas tariff revisions. In light of recent administrative
measures, opportunistic exposure has also been assumed in some cyclical sectors that are likely
beneficiaries of PKR strengthening. This strategy is expected to provide stable, attractive returns over
the medium-term.
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