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MISSION AND VISION
To provide world class investment management
and advisory services for the benefit of clientele
looking to maximize their financial returns while
minimizing risk.

To amplify our client-centricity by inspiring
innovation, championing customer service,
generating competitive returns, and honoring the
utmost ethical and professional standards.

MISSION STATEMENT
Faysal Financial Sector Opportunity Fund seeks
to provide a competitive rate of return to its investors
by investing in money market and debt instruments
with major exposure in financial sector.



The Directors of Faysal Asset Management Limited, the Management Company of Faysal Financial
Sector Opportunity Fund (FFSOF), are pleased to present the un-audited condensed interim financial
statements of FFSOF for the half year and quarter ended December 31, 2019.

FINANCIAL HIGHLIGHTS

ECONOMIC REVIEW

Country's political topography continues to be overshadowed with volatility abroad especially Middle
East as Pakistan had to reassure Saudi Arabia's leadership that its ties with them remains firm despite
Islamabad's engagement with other Muslim countries. The United States has showed concerns that
CPEC may push Pakistan into an already stifling debt burden while Minister for Economic Affairs has
stated that Pakistan would successfully achieve the Financial Action Task Force's International Co
operation Review Group action plan in 2020 as FATF related bills are presented in Senate.

As of FY 19, the real growth rate has declined to 2.9% below mean level of 4.4% vs. 5.8% as of FY
18. The IMF expects cycle to rebound in FY 21. The consumption and external accounts are emanating
signs of recovery with expectations of improvement in government spending. Moody's has changed
its outlook for Pakistan from negative to stable. PKR/USD is trading at 155 as it is up 13% YoY vs. 29%
in SPLY with inflation differential of 11% with United States. The provisional REER for November 2019
is at 96 vs. 101 in SPLY. Central bank has maintained policy rate at 13.25% in latest meeting and we
expect slight quantitative easing from July 2020. Currently, Pakistan holds FX reserves of USD 11.4bn
with Central Bank.

The Phase-II of China-Pakistan Free Trade Agreement has come into force with effect from December
1, 2019. Meanwhile, December 2019 quarterly CAD, 1.0% of GDP or USD 661mn is under control with
continuous improvement in run rate as December 2019 quarterly imports are down 17% YoY with an
import cover of 2.6 months vs. 1.4 months in SPLY.
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Current govt. has raised EOBI pension to PKR 8,500/month to provide a relief in lieu of declining
purchasing power. However; consumption is slightly improving as December 2019 quarterly 1) inflation
is slightly down to 11.9% vs. 6.5% in SPLY and 2) petrol volumes are up 4% YoY vs. -3% in SPLY.
Gazprom, a Russian company, will initiate the feasibility study for laying down undersea pipeline from
Gulf to Pakistan, India and Bangladesh and ultimately ending to China after touching Myanmar and
Thailand as Pakistan is aggressively eying for FDI by improving business climate. As a result the
December 2019 quarterly domestic cement dispatches are up 7% YoY vs. -2% in SPLY.

To improve tax collection, FBR has decided to extend the scope of Track & Trace System to other
major sectors to gauge real time production for the purpose of materializing full tax collection. As of
September 2019, Government TTM tax collection has declined 0.3% YoY vs. 4.0% in SPLY, hence;
development spending is down 18% YoY vs. 8% in SPLY taking fiscal deficit to 8% of GDP vs. 7% in
SPLY.

MONEY MARKET REVIEW

As of 1QFY20, fiscal balance (as a % of GDP) improved immensely from deficit of 1.40% in SPLY to
0.65% in the current period which was also praised by the IMF. Provisional tax collection for the period
1HFY20 stood at PKR 2.08trn, portraying a growth of 16% on YoY basis. Improvement in tax collection
was the main reason for improvement in fiscal balances.

Post first review, IMF introduced some changes in the program including revising down the tax collection
target. Further, economic managers are changing the maturity paradigm with current debt exposure
of 1) PKR 4.6trn treasury bills vs. PKR 3.4trn SPLY and 2) PKR 12.0trn treasury bonds vs. PKR 3.1trn
in SPLY as borrowing from Central Bank is being shifted to banks. As the interest rate is expected to
reverse in the midterm, government will focus on raising money by issuing floating bonds.

During the last three months, Central Bank conducted seven treasury bills auctions, declining weighted
average yield as of Dec19 for 1) three months to 13.45% from 13.72% (Sep19), 2) six months to 13.29%
from 13.83% (Sep19), & 3) twelve months to 13.11% from 13.77% (Sep19). The total amount realized
was PKR 3.81trn during the said period whereas the target for the ongoing quarter is PKR 2.40trn.

During the same period, Central Bank conducted three treasury bonds auctions with total accepted
amount of PKR 412bn, decreasing weighted average yield as of Dec19 for 1) three years to 11.70%
from 12.87% (Sep19), 2) five years to 11.15% from 12.38% (Sep19) and 3) ten years to 10.95% from
12.15% (Sep19). Since the last auction before monetary policy, yields slightly declined by 7bps for 3Yr,
24bps for 5Yr and 33bps for 10Yr tenor. Target for the ongoing quarter is PKR 450bn where government
is aiming to stick with targets.

Market participants believe that near term inflation will remain upward which may not support rate cut
for couple of months and ample demand from corporates and foreigners is the only reason for declining
yields. We are also of the view that Central Bank may follow sustainable path for interest rate movement
and may not play abruptly for rate cut.
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FUND PERFORMANCE

Faysal Financial Sector Opportunity Fund generated annualized return of 13.51% during the period
1HFY20. By the end of period, your fund's investments in TFCs were at 4.52% while cash held at banks
amounted to 85.75%. Going forward, your fund would proactively explore lucrative investment
opportunities in order to maintain competitive returns.

FUND RATING

The Pakistan Credit Rating Agency Limited (PACRA) has assigned a "AA-(f)" fund stability rating to
FFSOF as of October 17, 2019.

ACKNOWLEDGEMENT

The Board of Directors of the Management Company is thankful to the unit holders for their confidence
on the Management, the Securities and Exchange Commission of Pakistan and the management of
Pakistan Stock Exchange Limited for their valuable support, assistance and guidance. The Board also
thanks the employees of the Management Company and the Trustee for their dedication and hard
work.

For and on behalf of the Board

Chief Executive Officer Director
Karachi: January 31, 2020
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Condensed Interim Statement of Assets and Liabilities
As at December 31, 2019

DirectorChief Executive OfficerChief Financial Officer

For Faysal Asset Management Limited
(Management Company)
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Condensed Interim Income Statement
For The Half Year and Quarter Ended December 31, 2019

DirectorChief Executive OfficerChief Financial Officer

For Faysal Asset Management Limited
(Management Company)
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Condensed Interim Statement of Comprehensive Income
For The Half Year and Quarter Ended December 31, 2019

DirectorChief Executive OfficerChief Financial Officer

For Faysal Asset Management Limited
(Management Company)
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Condensed Interim Statement of Movement in Unit Holders’ Fund
For The Half Year Ended December 31, 2019

DirectorChief Executive OfficerChief Financial Officer

For Faysal Asset Management Limited
(Management Company)
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(1,404,112,910)

(1,429,833,189)

(1,404,112,910)

(1,454,736,484)



Condensed Interim Cash Flows Statement
For The Half Year Ended December 31, 2019

DirectorChief Executive OfficerChief Financial Officer

For Faysal Asset Management Limited
(Management Company)
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1 LEGAL STATUS AND NATURE OF BUSINESS

Faysal Financial Sector Opportunity Fund (the Fund) is an open-ended income fund constituted
under a trust deed entered into on May 23, 2013 between Faysal Asset Management Limited
(FAML) as the Management Company and the Central Depository Company of Pakistan Limited
(CDC) as the trustee. The investment activities and administration of the Fund are managed by
the Management Company.

The Management Company of the Fund has been licensed to act as an Asset Management
Company under the Non-Banking Finance Companies (Establishment and Regulation) Rules,
2003 through a certificate of registration issued by the SECP. The registered office of  the
Management Company is situated at 7th Floor, Faysal House, ST-02, Main Shahrah-e-Faisal,
Karachi, Pakistan. The Management Company is a member of the Mutual Funds Association of
Pakistan (MUFAP).

The Fund has been categorised as an open-end income scheme by the Board of Directors of the
Management Company persuant to the provisions contained in circular 7 of 2009 and is listed
on the Pakistan Stock Exchange Limited. The units of the Fund were intially offered for public
subsription at a par value of Rs.10 per unit. Thereafter, the units were being offered for public

 subsription on a continous basis from July 06, 2013 and are transferable and redeemable by
surrendering them to the Fund.

The objective of the Fund is to provide a competitive rate of return to its investors by investing
in money market and debt instruments with major exposure in financial sector.

VIS Credit Rating Company Limited has assigned the asset manager rating of AM3+ to the
Management Company as at June 24, 2019. The Pakistan Credit Rating Agency Limited (PACRA)
has assigned a 'AA-(f)' stability rating Faysal Financial Sector Opportunity Fund as of October
17, 2019.

2 BASIS OF PREPARATION

2.1 Statement of compliance

These condensed interim financial statements have been prepared in accordance with the
accounting and reporting standards as applicable in Pakistan for interim financial reporting. The
accounting and reporting standards applicable in Pakistan comprise of:

- International Accounting Standard (IAS) 34, 'Interim financial reporting' issued by the International
Accounting Standards Board (IASB) as notified under the Companies Act, 2017;

- Provisions of and directives issued under the Companies Act, 2017 along with part VIIIA of the
 repealed Companies Ordinance, 1984; and

- Non-Banking Finance Companies (Establishment and Regulations) Rules, 2003 (the NBFC
Rules), Non-Banking Finance Companies and Notified Entities Regulations, 2008 (the NBFC
Regulations) and requirements of the trust deed.

Notes to and forming part of the Condensed Interim Financial Statements
For The Half Year Ended December 31, 2019 (Un-audited)
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Notes to and forming part of the Condensed Interim Financial Statements
For The Half Year Ended December 31, 2019 (Un-audited)

Wherever provisions of and directives issued under the Companies Act, 2017, part VIIIA of the
repealed Companies Ordinance, 1984, the NBFC Rules, the NBFC Regulations and the requirements
of the trust deed differ from the requirements of IAS 34, the provisions of and directives issued
under the Companies Act, 2017, part VIIIA of the repealed Companies Ordinance, 1984, the NBFC
Rules, the NBFC Regulations and requirements of the trust deed have been followed.

2.2 Standards, interpretations and amendments to the published accounting and reporting standards
that are effective in the current period:

2.2.1There are certain new standards, interpretations and amendments to the accounting and reporting
standards that are mandatory for the Fund's annual accounting period beginning on July 1, 2019.
However, these do not have any significant impact on the Fund's operations and, therefore, have
not been detailed in these condensed interim financial statements. 

2.3 Standards, interpretations and amendments to the published accounting and reporting standards
that are not yet effective:

The following standards, interpretations and amendments would be effective from the dates
mentioned below against the respective standards, interpretations and amendments: 

Effective date (accounting 
periods beginning on or after)  

-  IAS 1 - 'Presentation of financial statements' (amendment)
January 1, 2020

-   IAS 8 - 'Accounting policies, change in accounting
estimates and errors' (amendment) January 1, 2020

The Management is currently in the process of assessing the full impact of these amendments
on the financial statements of the Fund.

2.3.1There are certain other new standards, interpretations and amendments to the accounting and
reporting standards that are mandatory for the Fund's annual accounting period beginning on or
after July 1, 2020. However, these will not have any significant impact on the Fund's operations
and, therefore, have not been detailed in these condensed interim financial statements.

2.4 Critical accounting estimates and judgments

The basis for accounting estimates adopted in the preparation of these condensed interim financial
statements is the same as that applied in the preperation of the financial statements of the Fund
for the year ended June 30, 2019.

2.5 Accounting convention

These condensed interim financial statements have been prepared under the historical cost
convention except that investments have been carried at fair values.
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Notes to and forming part of the Condensed Interim Financial Statements
For The Half Year Ended December 31, 2019 (Un-audited)

2.6 Functional and presentation currency

Items included in these condensed interim financial statements are measured using the currency
of the primary economic environment in which the Fund operates. These condensed interim
financial statements are presented in Pakistan Rupee, which is the Fund's functional and presentation
currency.

2.7 Financial risk management

The financial risk management objectives and policies adopted by the Fund are consistent with
those disclosed in the financial statements for the year ended June 30, 2019.

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied in the preparation of these condensed interim financial statements
are the same as those applied in the preparation of the annual financial statements of the Fund
for the year ended June 30, 2019.

4.1 These carry mark-up ranging between 5% and 14.60% (June 30, 2019: 5.00% and 13.60%) per
annum.

4.2 The balance in PLS savings accounts include Rs. 6.701 million (June 30, 2019: Rs. 4.584 million)
with a related party, Faysal Bank Limited.
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Notes to and forming part of the Condensed Interim Financial Statements
For The Half Year Ended December 31, 2019 (Un-audited)
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Notes to and forming part of the Condensed Interim Financial Statements
For The Half Year Ended December 31, 2019 (Un-audited)

7.1 The Management Company has charged remuneration at the rate of 0.5% (December 31, 2018:
0.5%) per annum on average daily net assets for the period. The fee is payable to the Management
Company monthly in arrears.

7.2 The Provincial Government of Sindh has levied Sindh sales tax at the rate of 13% (December
31, 2018: 13%) on the remuneration of the Management Company through the Sindh Sales Tax
on Services Act, 2011.

7.3 In accordance with Regulation 60 of the NBFC Regulations, the Management Company is entitled
to charge fees and expenses related to registrar services, accounting, operation and valuation
services, related to a Collective Investment Scheme (CIS).

Until June 19, 2019 there was a maximum cap of 0.1% of the average annual net assets of the
scheme or actual whichever is less, for allocation of such expense to the Fund. However, the
SECP vide its SRO 639 dated June 20, 2019 removed the maximum cap of 0.1%.

The management company based on its own discretion has currently fixed a maximum capping
of 0.1 percent of the average annual net assets of the scheme for allocation of such expenses
to the Fund.
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Notes to and forming part of the Condensed Interim Financial Statements
For The Half Year Ended December 31, 2019 (Un-audited)
9.1 This represents annual fee payable to the SECP in accordance with the NBFC Regulations,

whereby the Fund is required to pay the SECP an amount at the rate of 0.02% (June 30, 2019:
0.075%) per annum of daily net assets of the Fund in accordance with SRO 685(1) / 2019 of the
SECP.

10.1 As a consequence of the 18th amendment to the Constitution of Pakistan, in May 2015 the Sindh
Workers’ Welfare Fund Act, 2014 (SWWF Act) had been passed by the Government of Sindh as
a result of which every industrial establishment located in the Province of Sindh, the total income
of which in any accounting year is not less than Rs 0.50 million, was required to pay Sindh Workers’
Welfare Fund (SWWF) in respect of that year a sum equal to two percent of such income. The
matter was taken up by the MUFAP with the Sindh Revenue Board (SRB) collectively on behalf
of various asset management companies and their CISs whereby it was contested that mutual
funds should be excluded from the ambit of the SWWF Act as these were not industrial establishments
but were pass through investment vehicles and did not employ workers. The SRB held that mutual
funds were included in the definition of financial institutions as per the Financial Institution (Recovery
of Finances) Ordinance, 2001 and were, hence, required to register and pay SWWF under the
SWWF Act. Thereafter, MUFAP had taken up the matter with the Sindh Finance Ministry to have
CISs / mutual funds excluded from the applicability of SWWF. In view of the above developments
regarding the applicability of SWWF on CISs / mutual funds, MUFAP recommended that as a
matter of abundant caution, provision in respect of SWWF should be made on a prudent basis
with effect from the date of enactment of the SWWF Act.

Considering the above, the fund has made the provision against SWWF amounting to Rs. 2,961
million as at December 31, 2019 (June 30, 2019: 1.325 million). Had the provision for SWWF not
been recorded in these condensed interim financial statements of the Fund, the net asset value
of the Fund as at December 31, 2019 would have been higher by Re. 0.1794 per unit (2019: Re.
0.1920 per unit).

10.2 The Finance Act, 2013 enlarged the scope of Federal Excise Duty (FED) on financial services
to include Asset Management Companies (AMCs) as a result of which FED at the rate of 16
percent on the remuneration of the Management Company and sales load was applicable with
effect from June 13, 2013. The Management Company was of the view that since the remuneration
was already subject to provincial sales tax, further levy of FED would result in double taxation
which did not appear to be the spirit of the law. Hence, on September 4, 2013 a constitutional
petition was filed with the Sindh High Court (SHC) by the Management Company together with
various other asset management companies challenging the levy of FED.

With effect from July 1, 2016, FED on services provided or rendered by non-banking financial
institutions dealing in services which are subject to provincial sales tax has been withdrawn by
the Finance Act, 2016.
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Notes to and forming part of the Condensed Interim Financial Statements
For The Half Year Ended December 31, 2019 (Un-audited)

During the year ended June 30, 2017, the SHC passed an order whereby all notices, proceedings
taken or pending, orders made, duty recovered or actions taken under the Federal Excise Act,
2005 in respect of the rendering or providing of services (to the extent as challenged in any
relevant petition) were set aside. In response to this, the Deputy Commissioner Inland Revenue
has filed a civil petition for leave to appeal in the Supreme Court of Pakistan which is pending
adjudication.

In view of the above, the Fund has discontinued making further provision in respect of FED on
remuneration of the Management Company with effect from July 1, 2016. However, as a matter
of abundant caution the provision for FED made for the period from the date of commencement
of its operations till June 30, 2016 amounting to Rs. 0.768 million is being retained in these
condensed interim financial statements of the Fund as the matter is pending before the Supreme
Court of Pakistan. Had the provision not been made, the NAV per unit of the Fund as at December
31, 2019 would have been higher by Re 0.0466 (June 30, 2019: Re 0.1114) per unit.

11 CONTINGENCIES AND COMMITMENTS

There were no contingencies and commitments outstanding as at December 31, 2019 and June
30, 2019.

12 EXPENSE RATIO

The total expense ratio (TER) of the Fund for the period ended December 31, 2019 is 0.56%
which includes 0.18% representing government levies, Sindh Workers' Welfare Fund, the SECP
fee, etc. The same is within the prescribed limit of 2.5%.

13 TAXATION

The income of the Fund is exempt from income tax under Clause (99) of Part 1 of the Second
Schedule to the Income Tax Ordinance, 2001, subject to the condition that not less than 90 percent
of the accounting income for the year, as reduced by capital gains, whether realised or unrealised,
is distributed amongst the unit holders. Since the management intends to distribute the required
minimum percentage of income earned by the Fund for the year ending June 30, 2020 to the unit
holders in the manner as explained above, accordingly, no provision for taxation has been made
in these condensed interim financial statements for the period ended December 31, 2019.

The Fund is also exempt from the provisions of section 113 (minimum tax) under clause 11A of
Part IV of the Second Schedule to the Income Tax Ordinance, 2001. 

14 EARNINGS PER UNIT

Earnings per unit (EPU) has not been disclosed as, in the opinion of the management, the
determination of cumulative weighted average number of outstanding units for calculating EPU
is not practicable.

15 TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES

15.1 Connected persons / related parties include Faysal Asset Management Limited being the
Management Company, Central Depository Company of Pakistan Limited being the Trustee, other
collective investment schemes managed by the Management Company, Faysal Asset Management
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Notes to and forming part of the Condensed Interim Financial Statements
For The Half Year Ended December 31, 2019 (Un-audited)

Limited - Staff Provident Fund, Faysal Asset Management Limited - Staff Gratuity Fund, Faysal
Bank Limited, Faysal Bank Limited - Staff Provident Fund, Faysal Bank Limited - Staff Gratuity
Fund, and other entities under common management and / or directorship and the directors and
officers of the Management Company and the Trustee, key management personnel, other
associated undertakings and unit holders holding more than 10% units of the Fund at period end.

15.2 Transactions with connected persons are essentially comprise sale and redemption of units, fee
on account of managing the affairs of the Fund, sales load, other charges and distribution

 payments to connected persons.

15.3 Remuneration to the Management Company of the Fund is determined in accordance with the
provision of the NBFC Regulations and the trust deed.

15.4 Remuneration to the Trustee is determined in accordance with the provision of the NBFC
Regulations and the trust deed.
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Notes to and forming part of the Condensed Interim Financial Statements
For The Half Year Ended December 31, 2019 (Un-audited)

16 FAIR VALUE OF FINANCIAL INSTRUMENTS 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. 

Underlying the definition of fair value is the presumption that the Fund is a going concern without
any intention or requirement to curtail materially the scale of its operations or to undertake a
transaction on adverse terms.

Financial assets which are tradeable in an open market are revalued at market prices prevailing
on the statement of assets and liabilities date. The estimated fair value of all other financial assets
and liabilities is considered not to be significantly different from the respective book values.

16.1 Fair value hierarchy

International Financial Reporting Standard 13, 'Fair value measurement' requires the Fund to
classify assets using a fair value hierarchy that reflects the significance of the inputs used in
making the measurements. The fair value hierarchy has the following levels:

- Level 1: Fair value measurements using quoted price (unadjusted) in an active market for
identical assets or liabilities.
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Notes to and forming part of the Condensed Interim Financial Statements
For The Half Year Ended December 31, 2019 (Un-audited)

- Level 2: Fair value measurements using inputs other than quoted prices included within level
1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e.
derived from prices).

- Level 3: Fair value measurement using inputs for the asset or liability that are not based on
observable market data (i.e. unobservable inputs).

The market values of government securities are determined using the interpolated PKRV rates
as published by the Mutual Funds Association of Pakistan.

As at December 31, 2019 and June 30, 2019, the Fund held the following financial instruments
measured at fair value:

**The valuation of commercial papers has been done based on amortisation of commercial paper
to its face value as per the guidelines given in Circular 33 of 2012 since the residual maturity of
this investment is less than six months and they are placed with counterparties which have high
credit rating. The commercial papers having maturity slightly more than six months have also
been valued on the same basis.

17 GENERAL

17.1 Figures have been rounded off to the nearest  rupee.

17.2 Corresponding figures have been reclassified and rearranged in these condensed interim financial
statements, wherever necessary, for the purpose of better presentation. No significant rearrangements
or reclassifications were made in these condensed interim financial statements, except for the
following:
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Notes to and forming part of the Condensed Interim Financial Statements
For The Half Year Ended December 31, 2019 (Un-audited)

DirectorChief Executive OfficerChief Financial Officer

For Faysal Asset Management Limited
(Management Company)

18 DATE OF AUTHORISATION

These condensed interim financial statements were authorised for issue on January 31, 2020
by the Board of Directors of the Management Company.
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“AA-(F)
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