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Directors’ Report

I am pleased to present financial performance of Income and Money Market 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.

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 papers 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 – Income Fund (NIT-IF)

NIT-IF posted annualized return of 5.87 percent during FY16, against benchmark return of 6.87 percent, underperforming by 0.66 percent.  Unit price 
of NIT-IF increased to PKR 10.2973 (dividend adjusted) as on 30th June 2016, compared to PKR 10.4448 on 30th June 2015.  Keeping in view flat 
interest rate expectations, Weighted Average Maturity was gradually reduced during the period, maintained at 331 days as on 30th June 2016.

The Fund maintains a cautious approach towards interest rates, while maintaining a Weighted Average Maturity of less than one year, in order to avoid 
potential losses arising out of any interest rate reversals.  A gradual transition towards floating-rate TFCs while keeping credit risk under check, would 
provide hedge against interest rate risk.

The Fund paid a dividend of PKR 0.76 per unit for FY16.

During the period, gross sales of NIT-IF units were at PKR 3.34 billion, while redemptions amounted to PKR 2.94 billion, cumulating to net sales of 
PKR 0.4 billion.

NIT – Government Bond Fund (NIT-GBF)

NIT-GBF posted annualized return of 5.78 percent, as against benchmark return of 5.78 percent, during FY16. NIT-GBF’s unit price closed at PKR 
9.9569 (dividend adjusted) as on 30th June 2016, as against PKR 10.1222 on 30th June 2015. 

Keeping in view flat interest rate expectations, Weighted Average Maturity of the Fund was gradually reduced during the period, to hedge against 
interest rate risk.  Weighted Average Maturity was maintained at 172 days, as on 30th June 2016.

NIT-GBF paid a dividend of PKR 0.75 per unit for FY16.

Gross sales of NIT-GBF units accumulated to PKR 2.82 billion during the period, while redemptions amounted to PKR 3.62 billion, resulting in net 
redemption of PKR 0.8 billion.

NIT – Government Treasury Fund (NIT-GTF)

NIT-GTF was launched on 22nd January 2016, as NIT expanded its suite of Funds.  The Fund was launched with a variable fee structure, which 
benefits the investor in a low interest rate environment.  The Fund posted an annualized return of 5.03 percent, against benchmark return of 5.56 
percent.  The Fund primarily invests in short term government paper, with maturity of less than 180 days – while maintaining a Weighted Average 
Maturity of less than 90 days.  The Fund maintained a Weighted Average Maturity of 25 days as on 30th June 2016.
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NIT-GTF paid a dividend of PKR 0.2 per unit for FY16.

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.

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.
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