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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
half year report on the operations of the Funds under management along with the condensed half year financial statements for the
period ended December 31, 2025.

Name of Funds Name of Funds

1. Faysal Halal Amdani Fund 12. Faysal Islamic Punjab Pension Fund
2. Faysal Halal Amdani Fund Il 13. Faysal Islamic Special Income Fund
3. Faysal Halal Amdani Fund Il 14. Faysal Islamic Stock Fund

’ 4. Faysal Islamic Savings Growth Fund 15. Faysal Islamic Stock Fund - Il

’ 5. Faysal Islamic Asset Allocation Fund 16. Faysal Islamic Cash Fund
6. Faysal Islamic Asset Allocation Fund — I 17. Faysal Islamic Financial Growth Fund
7. Faysal Islamic Asset Allocation Fund — Il 18. Faysal Islamic Financial Growth Fund-Il
8. Faysal Islamic Dedicated Equity Fund 19. Faysal Islamic Financial Planning Fund-Il
9. Faysal Khushal Mustaqgbil Fund 20. Faysal Islamic Mustakil Munafa Fund
10. Faysal Islamic KPK Government Employees Pension Fund| 21. Faysal Islamic Sovereign Fund
11. Faysal Islamic Pension Fund

ECONOMIC REVIEW:

Economic Review

Pakistan’s macroeconomic landscape during THFY26 was marked by relative stability, moderate growth, and continued emphasis on
IMF-mandated structural reforms. Lower global commodity and oil prices during the period provided much-needed relief to the
economy, easing inflationary pressures and supporting external balances. Progress under the IMF program remained smooth, with
successful review and timely tranche disbursement. Another key development was resolution of power sector circular debt, a
long-standing structural challenge for the energy sector. The period concluded with the successful auction of a 75% stake in PIA to the
Arif Habib—led consortium, strengthening market sentiment and reinforcing confidence in the government’s privatization agenda.

Overall, there were encouraging domestic developments; however, external headwinds persisted. Heightened geopolitical tensions,
including trade uncertainties stemming from U.S. tariff actions and escalations along the Pakistan-Afghanistan border, continued to
pose risks to economic momentum. Additionally, floods added to downside risks, though their severity was notably lower than in
previous years. While the immediate impact remained contained, some of these challenges could potentially spill over into the
subsequent period.

N\ A N

The Current Account Deficit (CAD) stood at USD 1,174 million during 1THFY26, indicating a modest external imbalance as economic
activity rebounded. Exports declined by ~0.68% YoY, while imports rose by ~12.84% YoY. The SBP had projected a CAD range of
0-1% of GDP, considering the current run rate it is expected to remain in the range forecasted by SBP. The remittance inflows grew
10.57% YoY to USD 19.7 billion during THFY26 and are expected to reach “USD41bn by fiscal year-end.

Foreign exchange reserves strengthened by approximately USD 1.4 billion, closing the period at USD15.9bn—surpassing the SBP’s
initial target of USD 15.5 billion, primarily on account of the IMF’s USD1.2bn tranche. FX reserves are expected to remain supported by
continued inflows from multilateral and bilateral creditors. Meanwhile, currency has remained largely stable, complemented by active
currency management measures.

Inflationary pressures moderated considerably despite temporary supply-side challenges related to monsoon flooding and border
closures. After a prolonged period of inflationary pressures (peaking at 38% in May’23), CPI declined sharply to 4.6% in FY25, while

y 4 A 0020202020202




/ J 4

AN N

Directors Report

Headline inflation declined to 5.1% YoY in 1HFY26 from ~7.3% in the same period last year, supported by stable exchange rates,
easing food prices, and benign global commodity trends. This enabled SBP to reduce the policy rate to 10.5%; at current levels, the
real Policy rate remains comfortably positive at approximately 300—-350 bps based on CY26E inflation of 7-7.5%.

Economic activity displayed signs of recovery, primarily led by the industrial sector. GDP growth for 1QFY26 was recorded at 3.71%,
supported by strong performance in large-scale manufacturing (LSM). LSM grew by 10.37% YoY in December 2025, with cumulative
growth of 6.01% was achieved during July—December 2025, reflecting improving demand dynamics. However, agriculture and
services sectors continued to face vulnerabilities due to climate-related disruptions, particularly flood-induced losses.

On the fiscal front, revenue performance remained challenging. While tax collection grew year-on-year, it continued to trail assigned
targets. During 1HFY26, the FBR collected PKR 6.16 trillion against the target of PKR 6.49 trillion, resulting in a shortfall of PKR 331
billion. The gap was primarily driven by weaker import-related taxes, lower inflation, and administrative inefficiencies. The authorities
reaffirmed their commitment to implement additional revenue measures as required under IMF program conditionalities.

Looking ahead, sustained IMF engagement, stable global commodity prices, lower Policy rates, continued reform implementation and
most importantly, Pakistan’s ongoing defense deals are expected to underpin economic momentum. Two IMF reviews are due in
CY26; thus, strict focus on policy and structural reforms is expected. Successful completion of these reviews shall further boost
investor confidence, absent any unforeseen event. Nevertheless, downside risks persist, including climate-related shocks, revenue
underperformance, geopolitical tensions, and fiscal consolidation pressures.

Equity Market Review:

The Pakistan Stock Exchange (PSX) delivered a strong performance during 1THFY26, supported by improving macroeconomic
stability, lower Policy rates, ample market liquidity, progress on circular debt resolution, and supportive policy developments. The
KSE-100/KMI-30 Index gained ~38.5%/34.4% during the half-year, closing at ~174,000/248,000 points by December 2025, despite
intermittent volatility arising from flooding concerns and geopolitical developments.

The major sectors weighing on the index were Banks, Cements & Fertilizer posting gains of ~48.5/33.0/43.5% respectively. Banks
performed due to sustained profitability and dividends backed by impressive deposit growth, primarily current account deposits. The
cement sector also delivered exceptional returns, supported by lower coal prices and volumetric growth further. Despite generally
unfavorable conditions, the fertilizer sector outperformed, mainly on the back of FFC’s Shariah conversion, Fatima Fertilizer’s
diversified fertilizer portfolio and attractive dividend yields for the sector. The E&P sector emerged as the key laggard during the year,
delivering a return of 23.6%, weighed down by subdued oil prices and prolonged delays in the resolution of circular debt Trading activity
remained robust throughout the first half, with active participation from Companies, whose buying amounted to “USD 1,514Mn, while
Mutual Funds and Banks were the primary sellers, liquidating “USD1,298Mn.

Valuations re-rated meaningfully during the period, with the KSE-100 Index P/E expanding from ~7.7x to 79.3x by December 2025.
Despite this expansion, valuations remain reasonable relative to historical averages, particularly in a declining Policy rate environment.
Historically, equities have shown an inverse relationship with policy rates, supporting the case for further re-rating should monetary
easing continue. However, given the sharp ~32% rally since FY25-end, a selective approach favoring cyclical and high-dividend yielding
stocks is recommended.

Debt Market Review:

During 1HFY26, SBP maintained a cautious monetary stance, keeping the policy rate unchanged for most of the period amid inflation
risks from supply-side disruptions, before implementing a rate cut of 50 bps in mid-December. Sukuk yields remained anchored in the
low-double-digit range, supported by firmly positive real Policy rates. Six Fixed-rate Sukuk auctions were held during the 1HFY26
targeting PKR550bn, while the total accepted amount was ~PKR662bn. Average FRR Rates for 3Y/5Y/10Y tenures were
10.65/11.06/11.91% respectively. Six Variable-rate auctions were also held targeting PKR375bn, total accepted amount was
“PKR212bn.

Going forward, we expect the policy rate to decline by ~50-100 bps. Historically, real Policy rates have hovered around 2.5% (~3-3.5%
on CY26E inflation), indicating room for a possible rate cut going forward.

Mutual Fund Industry Outlook

At the close of CY25, total AUM of the mutual funds industry including pension funds stood at PKR 4.5 trillion, registering an increase
of "10% vs Dec-24 end. 79 funds have been launched in11MCY25, out of which 56 are fixed return plans offered by different AMCs for
specific customers, offering competitive returns relative to bank deposits. On the other hand, FAML’s AUM increased by ~ 15% since
Dec-24 with AUM of "PKR282bn at the end of CY25. Economic revival, lower policy rates and ample market shall lead investors to

y J J




¢ £ 4

Directors Report

keep shifting towards Equity and Asset Allocation funds from Fixed Income funds.
¢ FUNDS PERFORMANCE 1HFY26

FAYSAL HALAL AMDANI FUND

Faysal Halal Amdani Fund (FHAF) yielded an annualized FY26TD return of 9.02% versus its benchmark return of 9.63%. At the period’s
close, cash allocation stood at 35.83%, whereas exposures in Short-Term Sukuk, Placements with Banks, and Others stood at 6.21%,
56.59%, and 1.37%, 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 FY26TD return of 8.98% versus benchmark return of 9.63%. At the period’s
close, Cash allocation stood at 22.11%, whereas exposures in Short-Term Sukuk, Placements with Banks and Others stood at 8.80%,
67.63% and 1.46%, respectively. In the future, the fund managers will continue to explore different avenues within the authorized
investment.

AW

FAYSAL ISLAMIC SAVINGS GROWTH FUND

Faysal Islamic Savings Growth Fund (FISGF)yielded an annualized FY26TD return of 8.13% relative to its existing benchmark of 9.39%.
By the end of the period, Cash allocation stood at 44.08%, while exposure in Banks/DFIs/NBFCs, Short-term Sukuk, ljara Sukuk and
Other Receivables stood at 8.90%, 2.17%, 43.37%, 1.48% respectively. In the future, your fund will strive to maximize returns in a
competitive macroeconomic landscape.

FAYSAL ISLAMIC SPECIAL INCOME FUND

Faysal Islamic Special Income Plan- (FISIP-I)

Faysal Islamic Special Income Fund (FISIP-I) overperformed its benchmark return by 0.20%, posting an annualized return of 9.59% in
FY26TD to date. Funds were allocated in Cash (76.35%), ljarah Sukuks (22.29%), and Others (1.36%). In the future, your fund will take
exposure to other investment avenues, keeping in view the country’s economic position.

FAYSAL ISLAMIC SOVEREIGN FUND

Faysal Islamic Sovereign Plan- (FISP-I)

Faysal Islamic Sovereign Fund (FISP-l) underperformed its benchmark return by 3.26% in FY26TD posting an annualized return of
6.56%. Funds were allocated in Cash (17.38%), ljarah Sukuk (80.09%) and Others (2.53%). In the future, your fund will take exposure
to other investment avenues, keeping in view the country’s economic position.

Faysal Islamic Sovereign Plan- (FISP-II)

Faysal Islamic Sovereign Fund (FISP-Il) underperformed its benchmark return by 4.10%, posting an annualized return of 5.72% in
FY26TD. Most of the funds were allocated in Cash (16%), ljarah Sukuks (81.80%), and Others (2.20%). 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 - (FIFGF)

Faysal Islamic Financial Growth Plan - (FIFGP-I)

Faysal Islamic Financial Growth Fund (FIFGP-I) underperformed its benchmark return by 2.13%, posting an annualized return of 8.48%
in FY26TD. Most of the funds were allocated in Cash (61.90%), ljarah Sukuks (1.30%), Short Term Sukuk (2.25%), Placements with
Banks, NBFCs and DFls (32.82%) and Others (1.73%). In the future, your fund will take exposure to other investment avenues, keeping
in view the country’s economic position.

Faysal Islamic Financial Growth Plan - (FIFGP-II)

Faysal Islamic Financial Growth Fund (FIFGP-Il) underperformed its benchmark return by 1.15%, posting an annualized return of 9.46%
in FY26TD. Most of the funds were allocated in Cash (28.62%), Short Term Sukuk (0.52%), ljarah Sukuks (1.04%), Placements with
Banks, NBFCs and DFls (68.24%), and Others (1.58%). In the future, your fund will take exposure to other investment avenues, keeping
in view the country’s economic position.
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FAYSAL ISLAMIC FINANCIAL GROWTH FUND - (FIFGF-II)
Faysal Islamic Financial Growth Fund (FIFGF-II) outperformed its benchmark return by 3.68%, posting an annualized return of 11.05%
in FY26TD. Most of the funds were allocated in Cash (99.33%) and Others (0.67%). In the future, your fund will take exposure to other
investment avenues, keeping in view the country’s economic position.

FAYSAL HALAL AMDANI FUND - Il

Faysal Halal Amdani Fund (FHAF ) yielded an annualized FY26TD return of 10.42% versus its benchmark return of 9.39%. At the
period’s close, cash allocation stood at 17.04%, Placements with Banks, NBFCs and DFls stood at 79.16%, ljara Sukuk stood at
2.22%, while Others stood at 1.58%. In the future, the fund managers will continue to explore different avenues within the authorized
investment policy.

FAYSAL HALAL AMDANI FUND - 1lI

Faysal Halal Amdani Fund (FHAF Ill) yielded an annualized FY26TD return of 9.95% versus its benchmark return of 6.30%. At the
period’s close, cash allocation stood at 98.90% while Others stood at 1.10%. In the future, the fund managers will continue to explore
different avenues within the authorized investment policy.

FAYSAL ISLAMIC MUSTAKIL MUNAFA FUND

Faysal Islamic Mustakil Munafa Plan-I
Faysal Islamic Mustakil Munafa Fund (FIMMP-I) posted a FY26TD return of 9.81% (annualized) against the benchmark return of
10.88%. Most of the funds were held in ljara Sukuk (97.97%). Allocations in Cash and Others stood at 0.17% and 1.85%, respectively.

Faysal Islamic Mustakil Munafa Plan-VI
Faysal Islamic Mustakil Munafa Fund (FIMMP-VI) posted a FY26TD return of 11.20% (annualized) against the benchmark return of
10.88%. Allocations in Cash, Placements with Banks & DFI/TDRs and Others stood at 71.68%, 27.07% and 1.26%, respectively.

Faysal Islamic Mustakil Munafa Plan-XIl

Faysal Islamic Mustakil Munafa Fund (FIMMP-XII) posted a FY26TD return of 10.59% (annualized) against the benchmark return of
10.43%. The funds were held in Placements with Banks, NBFCs and DFls (82.95%). Allocations in Cash and Others stood at 15.14%
and 1.91%, respectively.

Faysal Islamic Mustakil Munafa Plan-XIII

Faysal Islamic Mustakil Munafa Fund (FIMMP-XIII) posted a FY26TD return of 10.49% (annualized) against the benchmark return of
10.49%. The funds were held in Placements with Banks, NBFCs and DFls (67.28%). Allocations in Cash and Others stood at 31.79%
and 0.93%, respectively.

Faysal Islamic Mustakil Munafa Plan-XIV

Faysal Islamic Mustakil Munafa Fund (FIMMP-XIV) posted a FY26TD return of 10.87% (annualized) against the benchmark return of
10.49%. The funds were held in Placements with Banks, NBFCs and DFls (52.61%). Allocations in Cash and Others stood at 46.47%
and 0.92%, respectively.

Faysal Islamic Mustakil Munafa Plan -XV
Faysal Islamic Mustakil Munafa Fund (FIMMP-XV) posted a FY26TD return of 10.51% (annualized) against the benchmark return of
10.51%. The funds were held in Cash and Others which stood at 99.39% and 0.61%, respectively.

FAYSAL ISLAMIC ASSET ALLOCATION FUND

During the period under review, Faysal Islamic Asset Allocation Fund (FIAAF) posted an absolute FY26TD return of 5.43% relative to its
existing benchmark of 4.72%. At the end of the period, exposure in Sukuk, ljarah Sukuk, Cash and Others stood at 43.03%, 32.69%,
21.51% and 2.77% 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-Il (FIAAF-II) posted an absolute FY26TD return of 20.38% relative
to its existing benchmark of 23.72%. At the end of the period, exposure in Equities, Cash, ljara Sukuk and Others stood at 43.72%,
53.05%, 2.18% and 1.05%, respectively. In the future, your fund will continue exploring Islamic investment avenues to provide
competitive returns.
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FAYSAL ISLAMIC ASSET ALLOCATION FUND-III

¢ Faysal Shariah Flex Plan-I
During the period under review, Faysal Islamic Asset Allocation Fund-lll- Faysal Shariah Flex Plan-l (FIAAF-III-FSFP-I) posted an absolute
FY26TD return of 2% relative to its existing benchmark of 2.93%. At the end of the period, exposure in Cash, Equities and Others stood
at 91.57%, 7.10% and 1.32%, respectively. In the future, your fund will continue exploring Islamic investment avenues to provide
competitive returns.

Faysal Shariah Flex Plan-II

During the period under review, Faysal Islamic Asset Allocation Fund-lll- Faysal Shariah Flex Plan-Il (FIAAF-II-FSFP-II) posted an
absolute FY26TD return of 0.86% relative to its existing benchmark of 1.04%. At the end of the period, exposure in Cash, Equities and
Others stood at 88.68%, 10.43% and 0.90%, respectively. In the future, your fund will continue exploring Islamic investment avenues
to provide competitive returns.

FAYSAL ISLAMIC STOCK FUND

During the period under review, the fund posted an absolute FY26TD return of 31.23% against its existing benchmark return of
32.97%. The funds’ exposure in Equities, Cash and Others stood at 91.96%, 7.95% and 0.08% 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.

AW

FAYSAL ISLAMIC STOCK FUND II

During the period under review, the fund posted an absolute FY26TD return of 29.85% against its Benchmark: 32.97%. The funds’
exposure in Equities, Cash and Others stood at 94.75%, 3.19% and 2.06% 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 FY26TD return of 22.91% against its Benchmark: 32.97%. The funds’
exposure in Equities, Cash and Others stood at 94.92%, 2.06% and 3.02% 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 KHUSHAL MUSTAQBIL FUND

Faysal Nu’'umah Women Savers Plan

Faysal Nu’'umah Women Savers Plan yielded an absolute return in FY26TD of 4.54% relative to its benchmark yield of 4.81%. The
management remained invested in Cash (97.92%) and Others including receivables (2.08%). 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 FY26TD of 4.56% relative to its benchmark yield of 4.81%. The
management remained invested in Cash (98.29%) and Others including receivables (1.71%). Fund management will allocate funds to
different medium risk avenues as we advance.

FAYSAL ISLAMIC FINANCIAL PLANNING FUND - I

Faysal Priority Ascend Plan-I

Faysal Priority Ascend Plan-l yielded an absolute return in FY26TD of 3.55% relative to its benchmark yield of 11.22%. The
management remained invested in Cash (67.60%) Islamic Money Market Scheme (31.77%) and Others including receivables (0.63%).
Fund management will allocate funds in different high-risk avenues as we advance.

Faysal Priority Ascend Plan-II

Faysal Priority Ascend Plan-Il yielded an absolute return in FY26TD of 3.69% relative to its benchmark yield of 4.25%. The management
remained invested in Cash (89.37%), Islamic Dedicated Equity Scheme (9.80%), and Others including receivables (0.83%). Fund
management will allocate funds in different high-risk avenues as we advance.
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Faysal Priority Ascend Plan-Ill

Faysal Priority Ascend Plan-lll yielded an absolute return in FY26TD of 5.23% relative to its benchmark yield of 4.81%. The management
remained invested in Cash (7.19%), Islamic Dedicated Equity Scheme (92.54%), and Others including receivables (0.26%). Fund
management will allocate funds in different high-risk avenues as we advance.

FAYSAL ISLAMIC PENSION FUND

In FY26TD, Faysal Islamic Pension Debt Sub Fund posted an annualized return of 8.29% against its benchmark return of 9.99%. Faysal
Islamic Pension Debt Sub Fund allocations stood in ljara Sukuk (44.47%), Cash (50.37%), Sukkuk (1.47%) and Other Receivables
(3.69%). Faysal Islamic Pension Money Market Sub Fund posted an annualized return of 8.92% against a benchmark return of 9.65%.
Faysal Islamic Pension Money Market Sub Fund allocations stood in ljara Sukuk (31.28%), Sukuk (28.71%), Cash (36.90%), and Other
Receivables (3.11%). Faysal Islamic Pension Equity Sub Fund posted an absolute return of 30.85% against a benchmark return of
28.03%. Faysal Islamic Pension Equity Sub Fund remained 96.60% invested in Equities, 0.58% in Cash and 2.83% as Other
Receivables.

FAYSAL ISLAMIC KPK GOVERNMENT PENSION FUND

In FY26TD, Faysal Islamic KPK Government Pension Debt Sub Fund posted an annualized return of 10.62%. Faysal Islamic KPK
Government Debt Sub Fund allocations stood in Cash (92.22%) and Other Receivables (7.78%). Faysal Islamic KPK Government
Pension Money Market Sub Fund posted an annualized return of 9.16%. Faysal Islamic KPK Government Pension Money Market Sub
Fund allocations stood in Cash (72.08%), ljara Sukuk (19.52%) and Other Receivables (8.40%). Faysal Islamic KPK Government
Pension Equity Sub Fund posted an absolute return of 5.34%, with allocations in Cash (95%) and Other Receivables (5%). Faysal
Islamic KPK Government Pension Index Equity Sub Fund posted an absolute return of 5.70%, with allocations in Cash (94.72%) and
Others (5.28%).

FAYSAL ISLAMIC PUNJAB PENSION FUND

INFY26TD, Faysal Islamic Punjab Pension Fund Debt Sub Fund posted an annualized return of 5.25%. Faysal Islamic KPK Government
Debt Sub Fund allocations stood in Cash (99.79%) and Other Receivables (0.21%). Faysal Islamic KPK Government Pension Money
Market Sub Fund posted an annualized return of 11.26%. Faysal Islamic KPK Government Pension Money Market Sub Fund
allocations stood in Cash (99.54%) and Other Receivables (0.46%). Faysal Islamic KPK Government Pension Equity Sub Fund posted
an absolute return of -0.19%, with allocations in Cash (99.79%) and Other Receivables (0.21%).
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