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Directors’ Report 

The Board of Directors of First Capital Mutual Fund Limited (“the fund” or “the Company”) is pleased to 

present its annual report together with the annual audited financial statements of the Company for the 

financial year ended 30 June 2013.  

Financial Performance - FY2013  

The summary of financial performance for financial year ended 30 June 2013 along with a comparison 

with the corresponding period last year is as follows: 

 2013 
Rupees 

2012 
Rupees 

Capital gain on sale of 
Investments-net 

40,242,478 13,223,590 

Income on Treasury Bills 5,785,729 13,168,053 

Dividend Income 20,818,458 11,983,676 

Profit on Bank Deposits 648,593 1,141,603 

Unrealized Gain/(diminution) in 
value of investments at fair 
value through profit & loss – net 

18,017,655 (5,492,939) 

Liabilities Written Back 19,435 - 

Operating Expenses 10,594,943 12,783,253 

Taxation 132,934 659,966 

Profit after tax 74,804,471 20,580,764 

Net Assets Value (“NAV”) 333,103,902 277,799,431 

NAV per share 11.10 9.26 

Earnings per share 2.49 0.69 

Cash Dividend 15% 6.5% 

Stock Dividend 3% - 

KSE 100 index 21,006 13,801 

 

During the period under review, the fund recognized profit after tax of Rs.74.80 Million as compared to 

Rs. 20.58 Million in FY12. This translated into EPS of Rs.2.49 as against Rs. 0.69 in FY12, a growth of 

260% YoY. The fund’s NAV has grown by 20% (cum-dividend growth: 27%) as compared to a growth of 

52% in KSE 100 index. The capital gain on sale of investments and dividend income has increased by 

142% YoY in total. However, there is a decrease in the income on treasury bills and bank deposits of 55% 

YoY in total. Furthermore, operating expenses have decreased by 17.12% during the year. 

During the year under review the fund has diverted its investments towards equity market. The fund 

followed a “Buy and Hold” strategy and a conservative approach was adopted while avoiding the high 

risk strategies. The fund’s major focus was to remain invested in blue chip stocks with low risk levels that 

provide handsome dividend yields. However, some of these stocks provided meager capital 

appreciation, even negative return in shape of capital losses in some cases. During the FY13 major 

activity was also seen in tier-III stocks and loss making companies while fund remained aloof from these 
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stocks. In view of managing the risk, a substantial portion of the fund’s portfolio remained invested in 

treasury bills. The mix of investments during the period under review is shown below: 

Quarter Ended % of total assets % of total assets 

Equity Instruments Treasury Bills and Bank Deposits 

30 June 2012 56% 44% 

30 September 2012 80% 20% 

31 December 2012 88% 12% 

31 March 2013 75% 25% 

30 June 2013 75% 25% 

Average 75% 25% 

 

Payment of Dividend  

The Board of Directors of the fund in their meeting held on 22 July 2013, declared and recommended a 

15% Cash Dividend and 3% Stock Dividend for the financial year 2013. 

Equity Market Review 

Fiscal year ending June, 2013 (FY13) has been one of the best years for Pakistan stocks. In the outgoing 
fiscal year the benchmark KSE-100 index gained 52% or 7,204pts. The change on the political front, 
500bps reduction in the policy rate in last 24 months and incoming gov’t stance on resolution of the 
energy crisis, both local and foreign investors flocked towards the bourse in large numbers. Pakistan 
FY13 return of 52% compares favorably with the last 10-years and 20-years average annual return of 
28% and 18% respectively. 
 
Overall, average daily volumes improved to 200mn shares during FY13 as compared to 129mn in FY12, 
while in value terms they reached Rs5.8bn or US$58.1mn up 38% against Rs4.0bn or US$44mn in the 
same period last year. At present, foreigners hold nearly US$4bn worth of shares in Pakistan market, 
which is 30% of free-float (7% of market cap) as per the Central Bank statistics. On the back of historic 
political transition and with a hope of change in political canvas, foreigners in FY13 grossly put US$1.6bn 
in the market and sold US$1.0bn. This resulted in net foreign buy of US$569mn (US$358mn excluding 
ULEVER buyback) in FY13, which compares favorably against net selling of US$190mn in FY12. 
  

Treasury Bills 

In FY13 treasury bills yielded not very attractive returns. Like previous years, challenging conditions like 

energy crisis, circular debt and deteriorating law and order situation kept affecting Pakistan’s economic 

growth in FY13 too. On the external front, in spite of inflows of Coalition support fund (CSF), strong 

remittances and lower trade deficit, forex reserves remained under pressure during the year due to 

schedules IMF loan repayments. The headline CPI inflation dipped to record low of 7.4% in FY13 mainly 

because of lack of demand, substantial decline in consumer gas tariff and lack of electricity price 

increases. Due to low inflation, SBP reduced the discount rate by 300bps to 9% in 4 staggered stages. 

Resultantly, future returns on Treasury Bills are expected to be lower. 
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Future Outlook  

In FY14, Pak equities are set to sustain a new direction led by better institutional liquidity and increased 

risk appetite along with full-year result season to commence from mid-July 2013 onwards. Recent 

development on part resolution of the notorious circular debt to the tune of PKR 322-326bn out of total 

PKR 503bn, would set a milestone in the energy and Oil&Gas sector recovery leading to lift-up in the 

economic growth as well. This should positively benefit energy and Oil&Gas stocks (HUBC, KAPCO, NCPL, 

NCL, PKGP, PSO, PPL, OGDC) with better dividend announcements with June 2013 results on account of 

better cash positions of the stated companies.  

The recent cut in policy rate by the SBP should also provide further support to corporate sector profits 

ahead (especially highly leveraged Cements, Textiles and few Fertilizers). However, new tax measures 

taken by the gov’t in the budget FY14 i.e. increase in GST, FED, CDs and turnover taxes along with 

withdrawal of exemptions on taxes, decrease in subsidies and increase in tariff effective from Jul’13 

onwards will fuel inflation ahead.  

On-going negotiations with the IMF, on the other hand, for a new program of USD3.0-5.0bn should 

provide much-needed breather to the country’s external account that in turn will provide support to 

PKR against the greenback (PKR depreciated by 5.5% in FY13). Construction and materials sector is 

expected to continue to outperform in FY14 because of a hike in their top line due to public sector 

development projects. The fertilizer sector may perform well, subject to resolution of the problem of 

severe gas shortage in the country. As far as Oil & Gas sector is concerned it is expected that this sector 

will also outperform because of the government plans to resolve the circular debt issue and some big 

companies are heavily involved in operational expansions and strategic expansion plans.  

The monetary easing cycle initiated since Jul'11 has till date shaved off 500bps off the discount rate 

which now stands at 9%. That said, considering that inflation appears to have troughed out already 

while press reports point to IMF unease with the latest reduction in interest rates, it appears likely that 

the monetary easing cycle is at an end. It is expected that banks are poised to depict improved price 

performance going forward. 

The fund is committed to providing consistent long term returns to its investors by investing in a blend 

of research based equity securities and market treasury bills.  

Performance Rating 

The fund has been assigned an MFR of 3 Star ranking (short term) and 2 Star ranking (long term) by 

Pakistan Credit Rating Agency Limited (PACRA) in the category of closed end equity funds. 

Conversion of fund in to Open end or winding up 

The SECP vide its letter No. SCD/AMCW/FCMF/516/2013, dated 03 May 2013, has approved the 

conversion of First Capital Mutual Fund Limited into an open-end scheme in terms of Regulation 65 of 

the NBFC and NE Regulations, 2008. The SECP vide its letter No. SCD/AMCW/FCMFL/616/2013, dated 01 
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July 2013, has extended the effective date for the conversion of First Capital Mutual Fund Limited into 

an open-end scheme to 30 July 2013. 

Workers’ Welfare Fund 

The Fund has not made provisions amounting to Rs. 5.599million against Workers’ Welfare Fund 

liability; if the same were made the NAV per unit of the Fund would be lower by Rs. 0.19. For details 

investors are advised to read the Note 13 of the Annual Financial Statements of the Fund. 

Changes in the Board of Directors 

During the year there is no change in the board of directors of company. 

Board Meetings during the year 

Five meetings of the Board of Directors were held during the year. Attendance by each director is as 

under: 

 

 

 

 

 

 

 

 

Trading of Directors 

Details of trading in shares of the fund during the financial year, by the Directors, CEO, CFO, Company 

Secretary and their spouses and any minor children is given in Annexure-I.  

Audit Committee 

The Board of directors in compliance with the Code of Corporate Governance has established an Audit 

Committee. Five meetings of the Audit committee were held during the year. Attendance by each 

member is as under: 

Audit Committee Member Meetings Attended 
Nadeem Hussain (Chairman) 5 
Aamna Taseer (Member) 5 
Syed Adnan Ali Zaidi (Member) - 
 

Name of Directors No. of Meetings Attended 

Mrs. Aamna Taseer 5 

Mr. Shahzad Jawahar 5 

Syed Ghazanfar Ali Bukhari 5 

Syed Adnan Ali Zaidi 1 

Mr. Imran Hafeez 5 

Mr. Sulaiman Ahmed Saeed Al-Hoqani - 

Mr. Nadeem Hussain 2 

Syed Etrat Hussain Rizvi (Alternate Director of Mr. 
Sulaiman Hoqani) 

3 
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There is no change in audit committee members during the year. 

Investment Committee  

The fund’s core activities involve trading in listed equity securities. In additions to a prudent and 

proactive investment policy and strategy as discussed above, the fund has an investment committee for 

continuous monitoring and risk management. The investment committee members meet on a 

fortnightly basis. The following are the members of investment committee: 

Mr. Shahzad Jawahar   CEO/Director 

Syed Ghazanfar Ali Bukhari  Fund Manager/Director 

Syed Asad Abbas Ali Zaidi  CFO 

Pattern of Shareholding 

Pattern of shareholdings as required under section 236 of the Companies Ordinance, 1984, and Listing 

regulations is enclosed. 

Auditors 

The present Auditors, Messrs.’ A.F Ferguson & Co., Chartered Accountants shall retire and are eligible to 

offer themselves for re-appointment. As required under the code of corporate governance, the audit 

committee has recommended the appointment of Messrs.’ A.F Ferguson & Co., Chartered Accountants. 

The Board of Directors endorses the recommendation of the Audit Committee for the appointment of 

Messrs.’ A.F Ferguson & Co., Chartered Accountants as the auditors of the Fund for the financial year 

ending June 30, 2014. 

Good Governance and Best Business Practices 

Practicing Governance means implementing and ensuring compliance with a comprehensive set of 

ethical principles, plus a team that is committed to these principles and ensures that all our business 

activities are conducted according to these principles. 

The Board of Directors of the Fund is responsible to its shareholders for managing the business of the 

Fund in strict compliance with the regulatory requirements and sound internal controls. In other words 

we have to live up to high standards that are independently verifiable. The board acknowledges the 

responsibility for the sound internal controls and is committed to upholding the highest standards of 

Code of Corporate Governance. 

Related Party Transactions  

The Fund has fully complied with the requirements on Related Party Transactions to the extent as 

contained in the listing regulations of stock exchanges and NBFC Rules and Regulations. 

 



First Capital Mutual Fund Limited 
 
Statement of Compliance in accordance with the Code of Corporate Governance 

The Fund for the year ended 30 June 2013 has duly complied with the provisions of the relevant code for 

good governance.  The Board of Directors has reviewed the Codes and hereby confirms that: 

1) The financial statements, prepared by the management of the listed company, present its state of 

affairs, the results of its operations, cash flows and changes in equity, in a true & fair manner. 

2) Proper Books of accounts of the Fund have been maintained. 

3) Appropriate accounting policies have been consistently applied in preparation of financial statements 

and accounting estimates are based on reasonable and prudent judgment. 

4) International Accounting Standards, as applicable in Pakistan, have been followed in preparation of 

financial statements and any departures there from have been adequately disclosed and explained. 

5) The system of internal control is sound in design and has been effectively implemented and 

monitored. 

6) The key operating and financial data of last six years is attached to this report. 

7) There are no statutory payments on account of taxes, duties, levies and charges, which are 

outstanding and have not been disclosed in the accounts. 

8) The fund is in compliance with the requirement of training programs for Directors. 
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        For and on behalf of the Board 

 

                   Shahzad Jawahar 

       

Chief Executive Officer/Director  

  

Lahore: 22 July 2013                 

 
































































