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Directors’ Report

I am pleased to present financial performance of pension 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, 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.

On the fixed income front, an expansionary monetary regime was not able to stimulate significant growth in private sector credit, despite reduction in 
policy rate by 75 basis points.  Lower rates resulted in valuation gains, while reinvestment risk materialized, with rollover funds being invested at lower 
rates.  Given a decade low policy rate, spreads continued to expand for long term instruments, while spreads between short term paper remained 
negligible.  Going forward, with expectations of flat inflation, interest rates are expected to remain flat in the near term.  Triggers which may lead to 
reversal of interest rates can be a sudden surge in prices of oil and other commodities.

NIT – Pension Fund (NIT-PF)

Returns of the Equity Sub-Fund were at 1.22 percent.  Money Market and Debt sub-funds posted annualized returns of 3.87 percent, and 3.9 percent 
respectively.  Commodity sub-fund posted a return of 10.05 percent in absolute terms during the period under review.

NIT – Islamic Pension Fund (NIT-IPF)

Equity Sub-Fund posted negative return of 6.67 percent.  Debt and Money Market Sub-Funds posted annualized return of 3.06 percent, and 2.79 
percent respectively during the year ended 30th June 2016.

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.  Absence of sound governance remains a key constraint for Pakistan, 
which otherwise fares well on other major growth fundamentals.  Traction provided by the China Pakistan Economic Corridor, will certainly provide 
the necessary stimulus by improving infrastructure, and bridging energy deficit, while opening up the country to more trade possibilities.  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.

Slow progress on fiscal consolidation, resulting in reliance on sovereign borrowing, will continue to crowd out private sector credit growth, hampering 
industrial growth.  Even though progress is being made on resolution of security issues, energy constraints, and governance weaknesses will 
constrain ability to sustain economic growth.  Reclassification of Pakistan into an Emerging Market will attract global investment flows in the near 
term, which is a positive for the local equity market.

Pension Funds are long-term investment vehicles.  NIT-PF and NIT-IPF will be developing, and maintaining portfolio in a manner which benefits from 
the systemic changes in the economy, capital flows, thereby generating excess value in the long-term.
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I am thankful to the Unit Holders for their unfailing confidence and trust.  I would like to acknowledge and appreciate the efforts of Government of 
Pakistan, and our regulator, Securities & Exchange Commission of Pakistan for the role they have played in developing and strengthening the financial 
services industry in the country.  I am also grateful to our trustees, the Central Depository Company of Pakistan for their proactive role as trustees.

I would also like to thank the Board and Management, as well as investors for the trust that they have demonstrated. We assure continuous 
commitment for maintenance of high service standards and a strong culture of corporate governance and compliance in all our endeavors.  

Finally, I would also thank our employees for their commitment and efforts which have enabled us to attain sustainable growth over the years.

For and on behalf of the board.

Shahid Ghaffar
Managing Director

Dated: September 07, 2016


