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Directors’ Report

I am pleased to present financial performance of equity funds managed by National Investment Trust Limited (NITL) for the year ended 30th June, 
2016.

Macroeconomic Overview

Macroeconomic growth exhibited an uptick during the year, growing by 4.7 percent in FY16, as against 4.0 percent in FY15.  Improvement in growth 
fundamentals was driven by growth in Services sector by 5.7 percent in FY16, as against 4.3 percent in FY15.  Services sector now makes up 59.2 
percent of GDP.  Large Scale Manufacturing sector grew by 4.6 percent during FY16 relative to 3.3 percent in FY15.  Contraction was witnessed in 
Agriculture sector, which declined by 0.2 percent during FY16, as against growth of 2.5 percent in FY15.

On a 12-month rolling basis, average inflation declined to 2.9 percent in Jun-16, as against 4.5 percent in Jun-15.  SBP maintained an accommodative 
monetary policy stance, in view of lower inflation levels.  Policy rate was reduced by 75 basis points during FY16, and currently stands at 5.75.

Export competitiveness continued to suffer, with exports declining to USD 22 billion in FY16, as against USD 24 billion in FY15.  Despite reduction in 
petroleum imports by USD 4.5 billion, mainly due to lower oil prices, overall import bill only reduced marginally to USD 40.5 billion in FY16, relative 
to USD 41.3 billion in FY15.  Trade deficit deteriorated to USD 18.5 billion in FY16, mainly due to lower exports.  Pak Rupee lost 2.95 percent of its 
value against the U.S. Dollar, despite volatility in all major developed and emerging market currencies.

KSE-100 exhibited significant volatility during the period, moving in both directions.  After reaching a high of 36,228 points on 6th August 2015, it 
lost 15.6 percent of its value, reaching a low of 30,564 points on 23rd February, 2016, before resuming its upward trajectory, and closing at 37,783 
points as on 30th June, 2016.  Resurgence of the market in the last quarter of FY16, was driven by reclassification of MSCI Pakistan Index to Emerging 
Markets, from Frontier Markets.  The reclassification would attract flows from both active and passive international funds, resulting in re-rating of local 
equity market.Net foreign selling during FY16 accumulated to USD 281.6 million, as against net foreign inflow of USD 38.5 million in FY15.

National Investment Unit Trust (NIUT) Fund

NI(U)T posted a return of 9.59 percent, as against KSE-100 return of 9.84 percent, underperforming KSE-100 benchmark return by 0.25 percent. 

Unit price of NI(U)T mimicked the benchmark of KSE-100 by remaining volatile during the period, reaching a maximum  of PKR 68.17, against a 
minimum of PKR 59.35.  Closing price as on 30th June 2016 was PKR 65.15 (dividend adjusted), relative to PKR 63.75 as on 30th June 2015.  
Performance of NI(U)T to remain close to benchmark returns was largely due to underweight in oil & banking stocks, while maintaining a diverse 
portfolio, keeping risk levels under check as well.

During FY16, net redemptions amounted to PKR 5.51 billion, with Gross Sales of PKR 4.33 billion, and redemptions of PKR 9.84 billion.  Redemptions 
exceeded Sales primarily due to imposition of a higher tax rate for investment of banks in mutual funds.

The Fund paid a dividend of PKR 4.50 per unit, as against a dividend of PKR 4.10 per unit in FY15 implying a dividend yield of 6.91 percent, 
maintaining its track record of paying a dividend for more than 52 years.

NIT – Islamic Equity Fund (NIT-IEF)

NIT-IEF completed the first year of its operations in FY16, becoming the third largest Islamic Equity Fund with Assets Under Management of PKR 4.79 
billion.  NIT-IEF during the period posted returns of 5.78 percent, as against benchmark return of 15.53 percent, thus underperforming the benchmark 
by 9.75 percent.

Unit price of NIT-IEF reached a high of PKR 10.80 on 08th June 2016, as against a low of PKR 9.11 on 23rd February 2016.  As on 30th June 2016, 
closing price of NIT-IEF was PKR 10.43.  The Fund continues to focus on generating market competitive returns while maintaining a Sharia compliant 
portfolio.

Gross sales for NIT-IEF during FY16 were PKR 2.15 billion, as against redemptions of PKR 1.81 billion, resulting in Net Sales of PKR 0.34 billion.  
NIT-IEF paid a dividend of PKR 0.42 per unit, implying a dividend yield of 4.03 percent.

Equity Market Outlook

Pakistan continues to trade at attractive price multiples, with a Price-Earnings multiple of 9.2x, and a Price-Book multiple of 1.5x.  Dividend yield 
of the market is in the range of 5.5 percent.  The market is certainly undervalued, compared to regional, frontier, and emerging market peers.  
Reclassification of Pakistan as an Emerging Market by MSCI is expected to attract both investment flows from both active, and passive Funds focusing 
on emerging markets.  Fresh foreign inflows would certainly improve valuations across the board.
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Corporate Governance

Over the years, Corporate Governance has assumed a pivotal role internationally in establishing best corporate practices in the Corporate sector. NIT 
has also followed the same approach with prime focus on best Corporate Governance. The directors are being sponsored to attend useful workshops/
seminars to update their knowledge on Corporate Governance and best practices.

The following specific statements are being given in compliance with requirement of Code of Corporate Governance:

I. The financial statements prepared by the management present fairly its affairs and the result of its operations, cash flows and movement in unit 
holders’ fund;

II. The fund has maintained proper books of account during the year;
III. Appropriate accounting policies have been constantly applied in preparation of financial statements and accounting estimates are based on 

reasonable and prudent judgment;
IV. International Financial Reporting Standards, as applicable in Pakistan, provisions of Non-Banking Finance Companies (Establishment & 

Regulation) Rules, 2003, Non-Banking Finance Companies (NBFC) Regulations 2008, requirements of Trust Deed and directives of Security & 
Exchange Commission of Pakistan have been followed in preparation of financial statements;

V. The system of internal control is sound in design and has been effectively implemented and monitored; and
VI. There are no significant doubts upon funds’ ability to continue as going concern.
VII. There has been no material departure from the best practices of corporate governance as detailed in Listing Regulations;
VIII. Pattern of share holding of units is given in notes to the financial statements of the fund;
IX. Key financial data for the year ended 30th June 2016 is given in respective annexure of the annual report;
X. Outstanding statutory payments on account of taxes, duties, levies and charges, if any, have been fully disclosed in financial statements;
XI. Profile of members of Investment Committee is given in notes to the financial statements of the fund;
XII. The details of Board of Directors’ meeting is disclosed in respective notes to the attached financial statements.

Future Outlook

Low-to-negative interest rates in developed economies heralds a new chapter in global economics, which will potentially lead to low growth rates, and 
a search for yields across markets which have sound growth fundamentals. Traction provided by the China Pakistan Economic Corridor, will certainly 
provide the necessary stimulus by improving infrastructure, and bridging energy deficit.  Loss in export competitiveness remains a key concern, 
which needs to be addressed to transition towards an export oriented growth model, rather than one which is consumption and import driven.

Reclassification of Pakistan into an Emerging Market is likely to attract global investment flows in future, which is positive for the local equity market.
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