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REPORT OF THE DIRECTORS
OF THE MANAGEMENT COMPANY

The Board of Directors of ABL Asset Management Company Limited, the management company of ABL
Income Fund (ABL-IF), is pleased to present the un-audited condensed interim financial statements of
ABL-IF for the period from September 20, 2008 to December 31, 2008.

ECONOMIC PERFORMANCE REVIEW

The global financial market turmoil along with record international commaodity prices has put severe
strain on the country’s trade balance, inflation and fiscal deficit. In the absence of capital inflows, the
rising trade deficit led to steep decline in country’s dollar reserves thereby weakening the Pak Rupee as
well as increasing inflation and consequently interest rates. Pakistan entered IMF’s Standby Arrangement
(SBA) to improve the situation. The SBA has provided much needed dollar inflow leading to stability
in exchange rate and the economy.

Barring any unforeseen political developments, we feel that the worst is over and 2009 would be a much
better year for Pakistan's economy.

MUTUAL FUND INDUSTRY REVIEW

During the period under review, the growth momentum of past few years, of asset management industry,
was disrupted due to the political and economic turmoil in the country. After recording an average annual
growth of 61% during the past 6 years, the total Asset Under Management (AUM) declined by a record
35% during 2008 to Rs.195 billion at December 31, 2008 as against Rs.302 billion at the end of 2007.

After having peaked in April 2008 in terms of AUM, the size of the Income/Money Market Funds shrank
by more than half during the period mainly due to the 500bps hike in discount rate since May 2008, TFCs'
re-pricing hit and general lack of liquidity. Majority of Fixed Income Funds had to revalue their NAVs
below par. Equity and Balanced Funds also witnessed steep decline due to 57% correction in the KSE-
100 Index during the year 2008.

FUND PERFORMANCE

While AUMs of the asset management industry of the country declined substantially, net assets of ABL-
IF, as on December 31, 2008, rose to Rs.1,991 million showing an increase of 8.15% since the launch of
the fund (i.e. Rs.1,841 million as on September 20, 2008). With the benefit of zero exposure in TFCs and
CFS, the unit price of ABL-IF increased by 4.2% from its par value of Rs.10.00 to Rs.10.4253 (cum
dividend) as on December 31, 2008 translating into an annualized return of 15.91%. ABL-IF thus had
the dual distinction of posting the highest return amongst its peers since its launch as well as posting the
highest increase in AUM during the period.

ABL-IF managed to outperform its benchmark 1-month KIBOR by 0.81% during this period by locking
a large portion of its investments at higher rates with good financial institutions in anticipation that
liquidity pressure would ease off in the near term due to SBP's intervention and improvement in economic
indicators. As per its objective ABL-IF maintained its conservative investment philosophy whilst yielding
high returns to its investors. As a conscious decision, the Fund avoided taking exposure in TFCs due to
price risk emerging from lack of liquidity, rising interest rates and across the board deterioration of credit
quality.

ABL-IF earned total income of Rs.84.1 million for the period from September 20, 2008 to December 31,
2008 out of which Rs.74.2 million was earned from deposits with banks and term deposits, whereas Rs.9.9
million was earned from placements. After accounting for expenses of Rs.9.6 million (comprising mainly
of the management fee of Rs.7.6 million) net income from operating activities for the period from
September 20, 2008 to December 31, 2008 stood at Rs.74.5 million. With the net element of income/capital
gains of Rs.9.4 million included in the prices of units issued less those in units redeemed, the net income
for the period from September 20, 2008 to December 31, 2008 stood at Rs.83.9 million.
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REPORT OF THE DIRECTORS
OF THE MANAGEMENT COMPANY

The asset allocation and asset quality of ABL-IF as at December 31, 2008 was as follows:

ASSET ALLOCATION ASSET QUALITY
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DIVIDEND

The Chief Executive Officer, on behalf of the Board of Directors of the management company on December
31, 2008 approved and declared interim dividend distribution of Rs.0.4165 per unit (4.17% of the par
value of Rs.10) for ABL-IF for the quarter ended December 31, 2008, which was 100% of the profit earned
during the period

CREDIT RATING
On December 15, 2008, JCR-VIS has assigned Fund Stability Rating of A(f) to ABL-IF denoting, both
credit and price risk being considered manageable.

OUTLOOK

After going through significant stress in the first half of current fiscal, there are signs of gradual recovery
in the economy. Oil and other commaodities have shown massive correction leading to significant ease-
off on external deficit. Inflation is also coming down raising expectations of discount rate cut in the coming
few months.

ABL-IF intends to maintain its conservative investment approach. Debt instruments backed by strong
issuers entailing minimal credit risks would be considered for investments in the future in order to diversify
and maintain yields.
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ANIS UR RAHMAN
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A ABL Asset Management AB L'l F 4(

Discover the potential ABL-INCOME FUND .




TRUSTEE REPORT TO THE UNIT HOLDERS

Report of the Trustee pursuant to Regulation 41(h) of the Non-Banking Finance Companies
and Notified Entities Regulations, 2008

The ABL Income Fund (the Fund), an open-end Fund was established under a trust deed dated June 16,
2008, executed between ABL Asset Management Limited, as the Management Company and Central
Depository Company of Pakistan Limited, as the Trustee.

In our opinion, the Management Company has in all material respects managed the Fund during the
period from September 20, 2008 to December 31, 2008 in accordance with the provisions of the following:

(i) Limitations imposed on the investment powers of the management company under the constitutive
documents of the Fund;

(i)  The pricing, issuance and redemption of units are carried out in accordance with the requirements
of the constitutive documents of the Fund; and

(iif) The Non-Banking Finance Companies (Establishment and Regulations) Rule, 2003, the Non-
Banking Finance Companies and Notified Entities Regulations, 2008 and the constitutive documents
of the Fund.

Muhammad Hanif
Chief Executive Officer
Central Depository Company
of Pakistan Limited

Karachi: February 25, 2009
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AUDITORS' REPORT TO THE UNIT HOLDERS ON REVIEW
OF CONDENSED INTERIM FINANCIAL INFORMATION

Introduction

We have reviewed the accompanying condensed interim statement of assets and liabilities of ABL Income
Fund as at December 31, 2008, and the related condensed interim income statement, condensed interim
distribution statement, condensed interim statement of movement in unit holders™ fund and condensed
interim cash flow statement together with the notes forming part thereof (here-in-after referred to as the
‘condensed interim financial information’, for the period from September 20, 2008 to December 31, 2008.
The Management Company (ABL Asset Management Company Limited) is responsible for the preparation
and presentation of this condensed interim financial information in accordance with approved accounting
standards as applicable in Pakistan. Our responsibility is to express a conclusion on this condensed interim
financial information based on our review.The figures of the condensed interim income statement,
condensed interim distribution statement, condensed interim statement of movement in unit holders’
fund and condensed interim cash flow statement for the quarter ended December 31, 2008 have not been
reviewed, as we are required to review only the cumulative figures for the period from September 20, 2008
to December 31, 2008.

Scope of review

We conducted our review in accordance with the International Standard on Review Engagements 2410,
"Review of Interim Financial Information Performed by the Independent Auditor of the Entity." A review
of interim financial information consists of making inquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with International Standards on Auditing and
consequently does not enable us to obtain assurance that we would become aware of all significant matters
that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
condensed interim financial information as of December 31, 2008 and for the period from September 20,
2008 to December 31, 2008 is not prepared, in all material respects, in accordance with approved accounting
standards as applicable in Pakistan.

by

Chartered Accountants
Karachi.
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