The Board of Directors of Al Meezan Investment Management Limited is pleased to present the
financial statements of the following open end funds and a voluntary pension scheme for the year
ended June 30, 2020.
Equity Funds
·

Meezan Islamic Fund

·

Al Meezan Mutual Fund

·

KSE-Meezan Index Fund

·

Meezan Dedicated Equity Fund

Sector Specific Fund
·

Meezan Energy Fund

Income Funds
·

Meezan Islamic Income Fund

·

Meezan Sovereign Fund

Money Market Fund
·

Meezan Cash Fund

Meezan Rozana Amdani Fund
Balanced Fund


·

Meezan Balanced Fund

Funds of Funds
·

Meezan Financial Planning Fund of Fund

·

Meezan Strategic Allocation Fund

·

Meezan Strategic Allocation Fund-II

·

Meezan Strategic Allocation Fund-III

Commodity Fund
·

Meezan Gold Fund

Asset Allocation Fund
·

Meezan Asset Allocation Fund (MAAF)

Pension Fund
·

Meezan Tahaffuz Pension Fund

Economic Review
The economy continued to face challenges in the outgoing Fiscal Year 2020, with a negative real GDP
of 0.4% as against a target of 2.4%. The year started off with finalization of the IMF program and the
government taking successful measures to help stabilize the economy and put the country on a growth
path. The outbreak of COVID-19 has, however, hampered the economic activity across the world. To
alleviate the adverse economic impact of the pandemic, government has taken measures both on the
fiscal and monetary front. The Federal government has announced a Rs. 1.2 trillion relief package to

support the economy, while the State Bank of Pakistan (SBP) has allowed for deferral of principal
repayments for one year and has also provided concessional financing for employee retention and
capital financing purposes. The government has also received financial support in the form of
deferment of debt repayment from G-20 countries and loans from multilateral agencies to provide the
much-required budgetary support to fight off adverse economic impact of the pandemic.
Average national CPI for FY20 stands at 10.7% YoY. Monthly CPI Inflation peaked in Jan-20 to 14.6%
YoY, while a notable decline followed as CPI in Jun-20 dipped to 8.6% YoY. The inflation outlook has
improved in light of the recent deceleration in domestic food prices, sharp fall in global oil prices, and
a slowdown in external and domestic demand due to the pandemic. Inflation outlook for fiscal year
2021 remains in the range of 7-9%, but supply-side shocks due to locust attack and demand surge in
the second half of the year might create some volatility. In the wake of falling imported inflation and
central bank’s aim to stimulate the economy by bringing forward real interest rate to zero, SBP since
March 20 slashed policy rate by a cumulative 625bps in five tranches to 7.0%. Development on the
fiscal side has continued to gain traction on account of broad-based taxation reforms and strict control
over non-development expenditures. In FY20, FBR surpassed its revised tax collection target by 4.3%
YoY to Rs. 3,989 billion, but much lower than its pre-COVID target. On the expenditure side, apart from
a hefty rise in debt servicing, PSDP spending was revised down to Rs. 645 billion during FY20 compared
to Rs 678 billion in the year before, with fiscal deficit for FY20 clocking in at 9.1% of GDP. On the
financing side, federal government debt increased by Rs. 2.7 trillion in 11MFY20 to Rs. 34.5 trillion,
with almost all of this increase coming from funds raised through PIBs and saving schemes.
The external sector continued to improve substantially with a sizeable reduction in the Current
Account Deficit (CAD) from USD 13.43 billion in FY19 to USD 2.97 billion in FY20, a decrease of 78%
YoY. This contraction was attributable to the decline in trade deficit of 30% to USD 22.75 billion in
FY20 as imports fell by 19% to USD 50.70 billion; exports, in comparison, decreased by a lower 8% to
USD 27.95 billion mainly due to lockdown in the last quarter of FY20. Disbursement under the IMF
along with inflows from other multilateral partners and reduction in current account deficit (CAD)
helped SBP foreign exchange reserves improve to around USD 12 billion at FY20 end, showing a
substantial gain from the USD 7.3 billion number at the end of FY19. Exchange rate during FY20, for
the most part, remained largely stable and slightly appreciated versus USD, however since Mar-20, Pak
Rupee depreciated against US dollar on account of outflows of foreigners from debt market and decline
in interest rate. During FY20, Pak Rupee depreciated by 5% and closed at with PKR/USD exchange rate
of PKR 168/ USD on June-20.
Money Market Review
Fiscal Year 2020 started with a peaked out interest rate, whereby policy rate touched its highest level
of 13.25% in July 2019 (highest since July 2011:13.50%). The policy rate upheld this level for eight
months of the fiscal year, due to rising inflation in the country mainly fueled by higher food and oil
prices. However, due to sudden worldwide outbreak of the pandemic (COVID-19) and its
unprecedented negative impact on Pakistan’s economy, the Central Bank shifted its stance towards
aggressive monetary easing whereby slashing the policy rate by a cumulative 625 bps and bring it
down to 7.0% by the end of FY 2020. The Central Bank’s decision is attributable to an improved
inflation outlook and increasing downside risks to growth. In other words, the main concern shifted
from high inflation to subdued or negative growth anticipated in view of global slowdown due to
pandemic.
During the period under review, KIBOR rates witnessed a steep decline, whereby 3-months, 6-months
and 12-months KIBOR rates were down by 571 bps, 587 bps and 628 bps, respectively; the rates
clocking in at 7.26%, 7.24%, and 7.35%. On the other hand, in the secondary market, PIB yields declined

in the range of 500 bps to 630 bps, whereby 3-year bond yield closed at 7.53% (down by 630 bps), 5year bond yield closed at 8.11% (down by 574 bps), and 10-year bond yield closed at 8.69% (down by
501 bps). A similar trend was witnessed in the shorter tenor government paper yields, which were
down in the range of 560 bps to 608 bps. On the liquidity front, the money market remained stable due
to continuous OMO injections from SBP where the Central Bank ensured that the overnight money
market remains close to the policy rate. During FY20, SBP borrowed Rs. 14.05 trillion through T-Bills
against the maturity of Rs. 14.30 trillion. On the other hand, SBP accepted Rs. 2.36 trillion through long
term PIBs (Fixed + Floater) against the maturity of Rs. 1.09 trillion. Going forward, the Debt Office is
committed to elongate the maturity profile of domestic debt of the country by introducing 3-year and
5-year floating rate bonds. Due to a huge stock of government debt concentrated in treasury bills, the
current maturity profile of the domestic debt is skewed towards shorter tenor instruments. To counter
this, the Debt Office will encourage investments in longer tenor floating plus fixed-rate bonds by
offering attractive spreads to the market participants.
Description

Jun-19

Jun-20

Difference

KIBOR 3 Months
KIBOR 6 Months
KIBOR 12 Months
T-Bill 3 Months
T-Bill 6 Months
T-Bill 12 Months
PIB 3 Year
PIB 5 Year
PIB 10 Year

12.97%
13.11%
13.63%
12.75%
12.85%
13.13%
13.85%
13.88%
13.72%

7.26%
7.24%
7.35%
7.09%
7.05%
7.05%
7.53%
8.11%
8.69%

-5.71%
-5.87%
-6.28%
-5.66%
-5.80%
-6.08%
-6.32%
-5.77%
-5.03%

On the Islamic money market front, market participants were overjoyed by the issuance of longawaited Pakistan Energy Sukuks II (PES-II). Using the book building system of PSX, Rs. 200 billion was
raised to ease out the circular debt crises of the country – Asset Management Companies invested over
Rs. 23 billion through a diverse universe of mutual funds. In addition to PES-II, to finance the budget
deficit of the country, the central bank also raised Rs. 198 billion the issuance of a series of floating rate
Ijarah Sukuks. Issuance of these instruments provided much-needed relief to the Islamic money market
participants and helped ease out the excess liquidity available in the market. Furthermore, the
corporate sector continued to raise funds through Sukuks and Islamic Commercial Papers, which
played a crucial role in absorbing some portion of excess liquidity available with Islamic institutions.
Equity Review
During the Fiscal Year 2020, the KMI-30 index remained volatile but eventually ended up flat, rising by
mere 1.6% to 54,995 points while the KSE-100 index posted a rise of 1.4% to reach 34,422 points in
the same period. The market started the year on a weak note, whereby the index declined by 5% during
the first quarter, however, subsequently reversed its trend in the next few months till early Jan-20 to
reach the nine months FY20 peak, i.e. KSE-100 index to the level of 43,219 points. The index staged an
impressive rally due to improving external account prospects and drop in secondary market yields.
However, since reaching its peak during the period under review, the market witnessed an abnormal
drop during the third quarter as COVID 19 pandemic shook the foundations of the global economy and
world markets. This downfall, particularly in March, erased all the gains which the market had made
since the month of Aug-19 and accordingly, KMI-30 and KSE-100 index made new low of 41,365 points
and 27,229 points respectively in Mar-20. Healthy recovery of 18% was witnessed in the stock market
during the fourth quarter of FY20 as sharp cut in policy rate, attractive valuations and buying by local

institutions and individuals helped the market to recover despite augmented foreign selling. Among
the positive macroeconomic news worth highlighting are hefty cut in policy rate, Government support
package worth PKR 1.2 trillion, reduction in Current Account Deficit, and support from international
lending agencies, dissipating external account concerns.
Participation in the market improved during the FY20 with the KMI-30 index volumes up by 42% to
76 million shares and KSE-100 index volumes rising by 38% to 134 million shares. Macroeconomic
landscape saw improvement during most of the year, however, was ultimately negatively impacted
from the pandemic whereby real GDP dropped by 0.4% for FY20; FBR targets were also scaled back to
incorporate the impact of lockdown. Nevertheless, a marked improvement over last year for many
indicators was witnessed, whereby current account deficit saw a substantial decline surpassing analyst
estimates, SBP foreign exchange reserves improved, and primary fiscal deficit also declined. After
aggressively raising interest rate till July-19, the State Bank of Pakistan (SBP) maintained status quo in
the following three monetary policy meetings. From the month of Mar-20, we saw aggressive rate cuts
by the State Bank as the negative impact of the pandemic became evident with the priority of monetary
policy appropriately shifting towards supporting growth and employment instead of curbing inflation.
Overall the policy rate was slashed by a cumulative 625 bps since March to 7.0% in June, apart from
various other relief measures for businesses. After meeting all the targets for Sep-19 quarter review
and receiving the respective quarterly tranche, the subsequent quarter tranche of Dec-19 was delayed.
However, due to pandemic, Pakistan approached the IMF for additional funding requirement of USD1.4
billion which was received, while further inflows from other multilateral agencies helped improve the
SBP reserves. Despite limited resources, the government has done well to support businesses by
announcing a tax-free budget while giving concession to various industries, especially the construction
sector.
Local political noise also somewhat settled after the former Prime Minister was allowed to travel
abroad on medical grounds and the Islamabad sit-in by opposition parties ended peacefully.
Government also managed to get approval for the bill that provided legal cover to Army Chief’s term
extension. Tensions on the border with India remained elevated after the abrogation of article 370 in
Occupied Kashmir. Despite speculations, the Federal Budget was passed in parliament with a
comfortable majority.
MSCI EM Index, after rising by 6% during the first half of FY20, also plunged during the third quarter
FY20 period by 24% due to the pandemic as effects of lockdowns to prevent the spread of the
coronavirus in the frontier and emerging markets started taking a toll on the economies and investors
preferred flight to safety. In response to fighting economic slowdown, a coordinated response from
Central Banks saw substantial monetary easing globally; while quantitative easing by developed
countries saw equities rebounding globally during the fourth quarter. MSCI EM consequentially
recovered by 17% during the fourth quarter, resulting in an overall FY20 drop of 6%. MSCI World Index
fared better than EM index with lower drop in the second half due to pandemic and closed the year
with a slight rise of 1% for FY20. US Emerging Market ETFs pulled out around USD 10.1 billion from
EM markets, illustrating a preference for safety owing to turbulent economic conditions in the EM
region. A bulk of the outflows aggregating up to USD 9.9 billion were made from equity ETFs while
remaining outflows were from ETFs of Fixed Income and other asset classes.
Oil prices remained on the higher side in the first six months of the fiscal year after events unfolded
that threatened to upset the security of the Middle East region. However, from Feb-20 onwards, the
impact of coronavirus led to a substantial drop in global oil demand and disagreement between Saudi
Arabia and Russia over additional output cut led to the breakup of OPEC+ cartel. Brent crude at one
point in Apr-20 plunged till USD19/barrel, the lowest since 2002. Oil prices have since rebounded on

the back of reformation of OPEC+ cartel and resumption of global economic activity, closing at
USD41/barrel. The Arab light crude oil, which is more relevant for our economy, dropped by 48% in
FY20 to reach USD35/barrel. This drop in oil prices is beneficial from the perspective of import bill
reduction and softening inflationary pressures; however, it also negatively impacted index
heavyweight oil stocks.
Major contributors to the Index:
Among the key sectors, Pharmaceutical, Technology, and Cement were the best performing sectors.
The top contributing stocks in the KMI-30 index in FY20 were:
Major Positive Contributors to the Index
Engro Corporation Ltd
Lucky Cement Ltd
Mari Petroleum Co. Ltd
DG Khan Cement Co. Ltd
Searle Co. Ltd

Contribution to KMI-30 (Points)
1,141
912
750
512
437

Total Return
(%)
+19.3
+23.6
+35.4
+53.6
+38.0

On the flip side, Power, Oil Exploration, and Textile sectors were amongst the worst performing sectors.
The key laggards in the KMI-30 index during the period were:
Major Negative Contributors to the Index
Pakistan Petroleum Ltd
Oil & Gas Development Co. Ltd
Sui Northern Gas Pipeline Ltd
K-Electric Ltd
Sui Southern Gas Co. Ltd

Contribution to KMI-30 (Points)
-1,427
-645
-276
-248
-151

Total Return
(%)
-26.8
-12.2
-21.4
-31.4
-35.5

The overall movement of the KMI-30 during the period can be observed in the following graph:

Equity Flows:
Foreigners remained net sellers again in the market during FY20, generating a total outflow of around
USD285 million. Selling was mainly concentrated in the Oil and Gas Exploration (94.75 million),
Commercial Banking (75.78 million), and Cement (63.67 million) sectors. Supply was absorbed
primarily by Individuals and Insurance companies with nets inflows of USD 213 million and USD 128
million, respectively. Other key net sellers during the year were Banks/DFI’s and mutual funds whose
net sell amounted to USD 55 million and 50 million, respectively. Mutual Funds were net sellers mainly
in the first half of FY20 while the second half saw slight inflow from their side.
Mutual Fund Industry Review
During FY20, AUMs of the mutual fund industry size increased by 44.1% to Rs. 764 billion. Shariah
Compliant AUMs increased by a whopping 66.2% to Rs. 326 billion, which brings the share of Shariah
Compliant funds at 42.6% in the mutual fund industry. The main contribution for this 66% increase in
AUMs of Shariah compliant funds was due to stellar increase in AUMs of Al Meezan by 66%.
Al Meezan’s share in the Mutual Funds industry stood at 19.9%, while amongst Shariah-Compliant
Funds, it had a market share of 46.7% as of June 30, 2020. The company increased its market share by
272 basis points within the overall mutual fund industry and increased 19 basis points within the
Shariah-Compliant segment of the industry.

The change in AUMs of industry of FY20 over FY19 is as under;

Sovereign, Money Market and Income Funds
Shariah Compliant Funds
Conventional Funds
Total Funds

FY19
FY20
(Rs. In Billion)

Change
(%)

92
192
284

226
300
526

147.5
55.8
85.4

Equity Funds (Including Index Tracker Funds)
Shariah Compliant Funds
Conventional Funds
Total Funds

64
119
183

59
115
174

-8.2
-3.3
-5.0

Capital Protected, balanced, and asset allocation Funds
Shariah Compliant Funds
Conventional Funds
Total Funds

23
14
37

20
13
33

-14.0
-8.7
-11.9

Commodity Funds
Shariah Compliant Funds
Total Funds

0.5
0.5

0.5
0.5

14.7
14.7

Voluntary Pension Funds
Shariah Compliant Funds
Conventional Funds
Total Funds

17
9
26

20
11
31

19.4
18.0
18.9

Performance Review (Funds)
The table provided below depicts a summary of full year performance of funds under our management:

Outlook
After suffering the first ever multi-decade decline in GDP by -0.4%, economic activity is expected to
improve going forward with the Government projecting real GDP growth of 2.1%, 4.0%, and 4.5% for
FY21-23. Furthermore, inflation is anticipated to drop from 10.7% in FY20 to around 7.0% in FY21.
The decline in inflation is expected to keep the interest rates sticky at the current low level. The hefty
decline in interest rates bodes well for both government and private sector borrowers. Governments
around the world are working to stimulate the economy, and multilateral agencies have decided to
provide additional support to emerging economies that will bear most of the impact of the pandemic.
Going forward, the Government is committed to issuing more fixed and floating rate Ijarah Sukuks,
which will further enhance market participants’ ability to deploy funds at attractive yields. The decision
by the Government to restrict institutional investor from participation in the National Savings Scheme
should also bode well for Mutual Funds in future.
After three difficult years due to economic issues of high currency devaluation, rising interest rate, and
slowing economic activity, the medium-term outlook for the stock market has now greatly recuperated
due to low interest rate outlook, subdued devaluation going forward, and improving economic growth
prospects. The sizable decline in interest rate has noticeably increased the attraction of equities, owing
to a substantial drop in the appeal of fixed income alternatives, making it a preferred asset class among
investors. We also expect foreign selling to taper off compared to prior years on account of limited
devaluation going forward (a major concern for foreigners in last few years) and attractive Price to
Earnings multiple. With the pandemic gradually coming under control, economic activity has
rebounded locally as well as globally, suggesting that corporate earnings are also set to improve in the
coming quarters.
Auditors
No. Name of Fund
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17

Name of auditors as of
June 30, 2020

MEEZAN ISLAMIC FUND
MEEZAN SOVEREIGN FUND
AL MEEZAN MUTUAL FUND
MEEZAN BALANCED FUND
MEEZAN ISLAMIC INCOME FUND
MEEZAN CASH FUND
KSE-MEEZAN INDEX FUND
MEEZAN FINANCIAL PLANNING FUND OF FUNDS M/s A.F. Ferguson & Co.,
Chartered Accountants
MEEZAN GOLD FUND
MEEZAN ASSET ALLOCATION FUND
MEEZAN ENERGY FUND
MEEZAN STRATEGIC ALLOCATION FUND
MEEZAN STRATEGIC ALLOCATION FUND II
MEEZAN STRATEGIC ALLOCATION FUND III
MEEZAN DEDICATED EQUITY FUND
MEEZAN ROZANA AMDANI FUND
M/s KPMG Taseer Hadi &
MEEZAN TAHAFFUZ PENSION FUND
Co., Chartered Accountants

Status of appointment for the
year ending June 30, 2021

Eligible for re-appointment

Eligible for re-appointment

Board Meetings
Details of Board Meetings and attendance therein is given in the notes to the financial statements of the
Funds.
Board Audit Committee (BAC)
During the year ended June 30, 2020, four BAC meetings were held, the attendance of the members in
these meetings was as under;
Name of Director

16-Aug-19

14-Oct-19

10-Feb- 20

15-Apr-20

Mr. Moin M. Fudda

















Mr. Naeem Sattar
Mr. Arshad Majeed

Board Risk Management Committee (BRMC)
During the year ended June 30, 2020, four BRMC meetings were held, the attendance of the members
in these meetings was as under;

Name of Director

16-Aug-19

11-Oct-19

07-Feb-20

14-Apr-20

Mr. Abdullah Ahmed









Mr. Naeem Sattar









Syed Amir Ali Zaidi









Human Resource & Remuneration Committee (HR&RC)
During the year ended June 30, 2020, two HR&RC meetings were held, the attendance of the members
in these meetings was as under;
Name of Director
Mr. Moin M. Fudda
Mr. Ariful Islam
Mr. Naeem Sattar
Mr. Mohammad Shoaib, CFA

08-Aug-19






14-Oct-19






* Mr. Atif Azim the Chairman of HR&RC resigned and in his place Mr. Moin M. Fudda was appointed as Chairman of
HR&RC. This HR&RC meeting was chaired by Mr. Ariful Islam.
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