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ABL ISLAMIC FINANCIAL PLANNING FUND
REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY

The Board of Directors of ABL Asset Management Company Limited, the management
company of ABL Islamic Financial Planning Fund (ABL-IFPF), is pleased to present the
Condensed Interim Financial Statements (un-audited) of ABL Islamic Financial Planning Fund
for the half year ended December 31, 2019.

ECONOMIC PERFORMANCE REVIEW

The balance of payment (BOP) crisis, one of the major issues of Pakistan’s economy,
successfully brought under control by the government during 2019. The current account deficit
(CAD) has dropped by 75% YoY to USD 2.15bn during the THFY20 compared to USD 8.61bn in
the same period last year (SPLY). The government is holding a tight control over the
preventable imports by enforcing higher regulatory duties while the reduction in the CEPC
related machinery supported the move. The imports dropped by 18.5%YoY and the country
started witnessing marginal growth of 4.8%YoY in exports. Though, the country has witnessed
an impressive growth in export volumes but there is a dire need of enhancing exports in US
Dollar terms as well. If the Govt. continues to manage CAD by just curbing imports, it will hurt
industrial growth and thus country’s GDP growth rate. Now, our exports have become more
competitive in the international market after the exchange rate devaluation of 21%YoY during
the period. Moreover, the country has received USD 1.28bn direct investment representing a
growth of 62%YoY. Total foreign exchange reserves of the country are building up and reported
at 21-month high of USD 17.93bn (SBP: USD 11.34bn, Commercial Banks: USD 6.59bn) as at
Dec 31, 2019, providing an import cover of ~4 months. Funds received from friendly countries,
multilateral financial institutions and cellular renewal licenses supported the reserves.

Pakistan’s GDP growth was reported at 3.3%YoY as compared to 3.2%YoY in the SPLY. The
GDP rate has dropped down from 5.2% in FY18. The growth slowed down due to economic
reforms and fiscal measures adopted by the government. During the period of Jul-Oct 2019, the
large scale manufacturing (LSM) has significantly dented by the fiscal measures where the
Automobile (-36.07%), lron and Steel Products (-14.97%), Coke & Petroleum Products (-
13.77%), Pharmaceuticals (-10.28%) remained prominent due lower construction activities in
the country and the weak purchasing power of the nation. However, it's worth mentioning that
the textile sector performed well, up 18%YoY, after declining by 14% in last year amid
competitiveness granted by the devaluation.

Average national CPI during the 1HFY20 has reached at 11.1%YoY against the 5.98%YoY in
SPLY amid higher food prices in the country due to interrupted supply & elevated electricity and
transport prices on the back of fuel cost adjustments, quarterly tariff adjustments and PKR
devaluation. The increase in the fuel, electricity & gas prices and house index adjustment is
expected to further increase the CPI in the month of Jan’20 while the average inflation during
the FY20 to remain in the double digit. The real interest rate has narrowed to 0.62% which rule
out any rate cut before May’20, we believe.

Fiscal deficit remained high at 7.3% of GDP during FY19 because of limited growth in tax
revenue while most of the savings were eroded by higher debt servicing. The government is
rigorously working to broaden the tax base in order to curtail the deficit. Tax collection of the
country has increased by 16%YoY to PKR 2.08tr against the set target of PKR 2.20tr reflecting
a shortfall of PKR 118bn during the 1HFY20. To note, IMF has revised down the tax collection
target to PKR 5.24tr from PKR 5.50tr.
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Going forward, the implementation of second phase of FTA between China and Pakistan in
Jan’20 will be highly positive for the growth in exports and further cutting down the CAD.
Further, any rate cut will push the growth back on track and create the positive sentiments
among investors.

MUTUAL FUND INDUSTRY REVIEW

Total assets under management (AUMs) of open-end mutual fund industry posted a massive
growth of 29% during 1HFY20 (from PKR 572 billion to PKR 705 billion), mainly on account of
substantial flows in equities amid renewed enthusiasm for risky assets. Equity funds including
Conventional and Islamic equity witnessed a mammoth growth of 15.22% in AUM to close the
period at PKR191 billion. This growth can primarily be attributed to the strong market
performance where inversion in the yield curve, the expectation of monetary easing and signs of
economy bottoming out increased the investor’s aptitude for risky assets. Similarly fixed income
funds including both Conventional and Islamic funds posted growth of 37.00% to close the half-
year at PKR 386 billion AUM. Appetite for fixed income was increased by 6-year high-interest
rates.

EQUITY MARKET REVIEW

During 1HFY20, KMI-30 index showed a remarkable performance and bounced back as one of
the best performing market in the world surging by almost 22.01%. After the two years of
consecutive negative return, KMI-30 index finally reported a positive return to close at 66,031
points. This remarkable performance of KMI-30 index can be attributable to emerging signs of
stability in economy and a number of positive developments such as cumulative CAD for the
period of Jul-Nov 2019 dropping by 73% to USD 1.82bn from USD 6.73bn in SPLY, higher tax
collection, foreign investment in money market and successful IMF review. SBP after raising
policy rate by further 100bps in July’19 decided to maintain the course for the rest of period
under review. Moreover, market was buoyed by IMFs successive quarterly reviews.

The average traded volume increased by 29.87%YoY to 69.83mn whereas value traded
decreased by 4.58%YoY to USD 41.98mn. Foreigners bought USD 8.02mn worth of shares
while on the local front individual investors and other organization remained on the forefront with
net buying of worth USD 140.8mn and USD 14.21mn, respectively. On the other hand, banks
massively sold of USD 90.75mn worth of shares. After Aug’19, market witnessed the bullish run
where the major index contribution came from oil & gas exploration companies, fertilizers,
investment companies, and cements, each contributed 3,606, 3,365, 1,275 and 1,066 points
respectively. Going forward, we believe market will perform because Pakistan has already
embarked on the economic stabilization phase and successfully completed first IMF quarterly
review. Now, investor's confidence has been restored mainly credited to stabilization in
exchange rate, expectations of monetary easing, disinflation and subsided fears of blacklisting
by FATF. Market is trading at an attractive trading twelve month (TTM) P/E multiple of 7.2x and
dividend yield of 7.6%.

Money Market Review

During the period under view, the money market took a break from the upward trend observed
during the FY19, as the sentiment turned from doom and gloom to optimism, market participants
started to increase the duration of their portfolio. This resulted in the inversion of yield curve
which is signaling the market expectations of rate cuts in the future. However, SBP after raising
interest rates in July19 by 100bps put its feet off the accelerator and maintained a real interest
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rate of ~2.0%. Inflation clocked in at ~11.1% for 1HFY20 as compared to 5.98% in SPLY due to
higher fuel, food and electricity prices on the back of depreciated PKR.

Pakistan investment bonds (PIBs) trading yields came down from 13.72% to 11.00%, with a
significant tilt towards longer tenor instruments to lock in higher interest rates for the future.
During the year, the money market witnessed a seasonal lack of liquidity as SBP continued with
frequent open market operations (OMOs). At the end of the year, the SBP remained a net
lender of worth PKR 975 billion under a single reverse repo arrangement at a cut-off rate of
13.31%.

On the T-bills side, the 3-Month cut off yields increased from 12.75% to 13.13%. During the
period under review participation in 6 & 12M remained high as the market participants’
expectation for inflation started to come down. The cut-offs for 12M T-bill came down by ~90bps
to 13.13% whereas the bond cut off yields for 3, 5 & 10 years closed at 11.70%, 11.15% &
10.95% respectively.

FUND PERFORMANCE

ABL Islamic Financial Planning fund has six Allocation Plans based on the risk appetite of
investors i.e. “Conservative Allocation Plan”, “Aggressive Allocation Plan”, “Active Allocation
Plan”, “Strategic Allocation Plan”, “Strategic Allocation Plan III” & “Capital preservation plan | ”.

Conservative Allocation Plan

Conservative Allocation Plan primarily aims to provide stable returns with capital appreciation
through a pre-determined mix of shariah compliant investments in equity and income fund.
During the period under review, ABL Islamic Financial Planning Fund — Conservative Plan’s
AUM stood at PKR 25.02mn. ABL-IFPF Conservative Plan posted an absolute return of 5.55%
during the period under review.

Aggressive Allocation Plan

Aggressive Allocation Plan primarily aims to provide potentially high capital growth through a
pre-determined high exposure in shariah compliant equity funds and residual exposure in
Islamic Income funds.

During the period under review, Aggressive Plan’s AUM stood at PKR. 54.45mn. ABL-IFPF -
Aggressive Plan posted an absolute return of 9.62% during the period under review.

Active Allocation Plan

Active Allocation Plan aims to earn a potentially high return through active asset allocation
between Islamic Equity and Islamic Income schemes based on the Fund Manager’s outlook on
the asset classes.

Active Allocation Plan closed the year with AUM of PKR 557.14mn. During the period, ABL-
IFPF Active Allocation Plan posted an absolute return of 12.18% during the period under review.
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Strategic Allocation Plan

Strategic Allocation Plan aims to earn a potentially high return through active allocation of funds
between Islamic Equity and Islamic Income schemes based on fundamental analysis of
economic indicators, underlying asset values and a strategy of risk aversion to market volatility.

During the period under review, ABL Islamic Financial Planning Fund — Strategic Allocation
Plan’s AUM stood at PKR 196.58mn. Strategic Allocation Plan posted an absolute return of
14.4% during the period under review.

Strategic Allocation Plan Il

Strategic Allocation Plan Ill aims to earn a potentially high return through active allocation of
funds between Islamic Equity and Islamic Income schemes based on fundamental analysis of
economic indicators, underlying asset values and a strategy of risk aversion to market volatility.

During the period under review, ABL Islamic Financial Planning Fund — AUM size of Strategic
Allocation Plans Il stood at PKR 45.56mn. Strategic Allocation Plan Il posted an absolute
return of 14.03% during the period under review.

Capital preservation plan |

The objective of ABLIFPF - Capital Preservation Plan —I (ABLCPP-I) aims to earn a potentially
high return through dynamic asset allocation between Shariah Compliant Equities, Shariah
Compliant Sovereign Income/Money Market based Collective Investment Schemes, and deposit
with Shariah Compliant financial institutions, while providing principal preservation of the Initial
Investment Value (including Front-end sales load) at completion of initial/subsequent maturity of
the Plan.

During the period under review, ABL Islamic Financial Planning Fund — AUM size of Capital
preservation plan | stood at PKR 422.32mn. Capital preservation plan | posted an absolute
return of 10.49 % during the period under review.

AUDITORS

M/s. Deloitte Yousuf Adil Saleem & Co. (Chartered Accountants), have been re-appointed as
auditors for the year ending June 30, 2020 for ABL Islamic Financial Planning Fund (ABL-IFPF).

MANAGEMENT QUALITY RATING

On December 31, 2019, JCR-VIS Credit Rating Company Limited (JCR-VIS) has reaffirmed the
Management Quality Rating of ABL Asset Management Company Limited (ABL AMC) at
‘AM2++’ (AM-Two-Double Plus). Outlook on the assigned rating is ‘Stable’.

OUTLOOK

The theme of economic stabilization is expected to continue which will drive the Pakistani equity
market in the coming months. The issues related to the twin deficits have largely been
addressed with the country’s primary fiscal account posting a surplus of PKR 286bn during
1QFY20 and the current account registering a decline of 75% YoY to USD 2.2bn. On top of that,
improving foreign exchange reserves and import cover continues to keep investor sentiment
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buoyed providing the impetus for a sustainable bullish stretch in the market. Considerable
improvement in both these deficits provides the government much needed fiscal breathing
room.

At the moment, the Pakistani market is at inflection point where it longs for an influx of liquidity
to pave way for the next leg of the rally. We highlight the upcoming FATF review as a catalyst
that could curb the inhibitions of foreign investors and could attract significant foreign inflows.
The present government continues to reinforce its claim of making significant progress on the
implementation of FATF’'s 27 points. This fact coupled with evident support from key nations
notably China, Malaysia, Turkey, the Middle East and most recently, the US, has opened up a
definite possibility of a positive surprise in FATF’s review. Any encouraging development on this
front will likely enhance foreign investor sentiments with a particular interest towards MSCI plays
in index heavy stocks like OGDC, HBL, MCB, ENGRO, UBL, LUCK, and PPL.

A sustainable rally is expected after June 2020 when the monetary easing would be closer on
the horizon and underlying demand dynamics shall begin to improve.
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A ABL Asset Management ABLiFPF

Discover the potential
ABL Islamic Financial Planning Pund

Page 06



*—-
MCIE MCB FINANCIAL SERVICES LIMITED

BEFCRT O TR TRUSTEE 70 THE USET HOLDERS
AT ISLAMIC FINAMTIAL PFLANNING FUND

Bepurt 6l iy Trode Parsiasinl b Regulation 400h) of i Nos-Banking  Flmsce
Campanbes aiil Modilied Favitls Regubitinos, 2668

AL (slamee Finamcal Plano g Toed, s opeo—end Schemse eaablishied anler 3 Tres Doy
upind Mobiindemer 180 2008 engyuied buatween ABL Assa Muansgement Covipaiy | imined, & fie
Slamapertent U ompom soe] MU Fiasacial Sorvees Limibed, as ithe Trostee The umits of il
Fomead st ik lal0y oofieiond b thae priabildst (EPCY omn 207 Dheustinibee 2015

| AL Aseel Mlamigement Compang Limbed ihe MVosegemenn Compay of AR
Istgmie Famiwictitl Mlannies Twml s i all malenel sepesia ||-:|||1||¥|_-|| Nl akmmic
e petin] wniled N7 Decemibay 20600 o sosondence

w ifl the ol disg

T inancesd i Famel daie

b (e pares i

B tsveshenl Rosisthrn msposel o e At SMunmgeienit U soepuay aml 1lie
Il winile (e St desal aiid mbier apphicalie line

Lkl M valwabbon o iy s cened ol 0 osccimilese with e deed sl s
my Mo FERpiviisniaenl

[T1ET il wrwtiom med ansiw bl ol mase ary carmes] ol i scovebance witly (e
gl

fwn el v rpsnlgloes Fan il g

Fow e pepeony ol ififirietion e ifctitho) o] um Desbders b cdamn foowangds ooty 1 3%

LT s e comalgmagy] (iflermm frwmiscial edoenmntiog wBicl sses that AUL Islamic | emeial
Mimming. Fomle Swabegle Allocatoon Flas- 0 UL TFPTSAP-AT mesl AR (sbnmic TFonscinl
Plamnbing Foends Sarsegie Slhciton Man-1% o ADL IFPP-SAT0V ) have maatured oo Sepiembsr

B 2000 gpil Sepeowiber 17 2009 pospectisels

khawnja Ao Havsien
L sl Execuittve Office
Karacla Februgn |4 20100 W1 Vimsngial Services | maasd

Al Flosi, Pomdesd Flouse, 370 W08, T Queetn o, Kaiscls - 7200
ivers Mew 00 [-A0400ANE, PRAESE5L, F240 8304, NI42NTE] PARX Mo, 03 1-FI419TE Faa SN 02112406071

[ W Y ——

ﬂ R0 el Hrageenet



Deloitte. e

AUDITOR'S REPORT TO THE UNIT HOLDERS ON REVIEW OF
CONDENSED INTERIM FINANCIAL INFORMATION

Introdictian

We have reviewed the accompanying condensed Interm statement of assats and liabilities of ABL -
Istamic Financial Planning Fund {hare-in-after refarred to as “the Fund’) as at December 31, 201%, and
the related condensed interim statement of comprehensive income, condensed Interim ststement of
mavement in unit holders’ fund, condensed interim cash flow statement and potes to the sccounts [(hare-
in-after referred to as the "condensed interim financial information”) for the half year ended Decermber 31,
2015 ABL Asset Management Company Limited (the Managoment Company) I8 responsibie for the
preparation and presentation of this condensed Interim financial information in accordance with apgroved
accounting skandards as apglicable in Pakistan for interim financial reporting, Dur resporaiBaity 2 to express
a canclusion on this condensed interim fnancial infarmation based on cur review. The Ggures for the quarter
ended Decamber 31, 2019, in the condensed interim statement of comprehensive income have not been
reviewed and we do not express & concheslan on them.

Scope of Review

We conducted our review In eocordance with Internetional Standerd on Review Engagements 2410, "Review
of Interim Financial Information Performead by the Tndependent Auditer of the Entity®, A review of interim
financial infarmation consists of making Inguiries, peimerily of persons responsible for financial and
accounting matters, and applying analfytical and other review procedures. A review is substantially less in
scope than an auwdit conducted in gocordance with International Standards on Auditing Bnd conseguently
does not enable us to obtain Bsauranes that we would become awere of sll significent matters that might
be ideatifizd in an audit. Accordingly, we do not exprass an awedit opinien,

Conclusion

Based an aur review, nothing has come o our attention that causes ws to befieve that the sceampanying
condensed interim financial information &s of and for the haif year ended December 11, 2019, I8 nat
propared, in all material respects, in sccordance with approved accounting stendards as applicable In
Fakistan for interim financial rmporting.

Emphasis of Matter

‘Wa draw attentioen o note 1.2.5 and 1.2.7 to the condensed interim finandal information, which states that
ABL Islamic Financial Planning Fund - Strategic Allocation Plan - I (ABL IFPF-SAP-IT) and ABL Islamic
Financial Planning Fund - Strategic Alocation Plan - IV (ABL IFPF-SAP-TV) heve metured on September
08, 2015 and September 17, 2019 respectivaly. Our conclusion Is not qualified In respect of this matter.

Defoe MM

Chartered A

Engagement Partner
Rana M, Usman Khan

Dated: February 04, 2020
Place: Lahore
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For Information on ABL AMC's Funds, please visit

! www.zblamc.com  or @' 0BOG-22526
or visit any Allled Bank Branch




