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DIRECTOR’S REPORT

Dear Investor,

On behalf of the Board of Directors, I am pleased to present MCB Dynamic Cash Fund's accounts 
review for the first half ended December 31st 2010. 

MARKET OVERVIEW

FUND PERFORMANCE

FUTURE OUTLOOK

During the period under review, short term market rates remained at comfortable levels amid better 
liquidity scenario in the money market. 1-month KIBOR, on the other hand, went up by 43 bps to 
12.5% as compared to 12.1% during the previous half owing to rising policy discount rate. Despite 
tight monetary stance taken by the State Bank of Pakistan, rising fiscal deficit has caused significant 
monetary expansion almost throughout the period taking the YTD M2 growth level to around 9.5%. 
Stubborn inflation remained a major cause of concern with 1H FY11 CPI inflation averaging at 14.6% 
owing to higher commodities prices and supply-side issues. External account, on the other hand, 
continued to depict a positive trend courtesy contained trade deficit and higher remittances and other 
transfers. Improving trend in external account has taken NDA/NFA ratio to a better level as compared 
to Jun'10 thereby taking pressure off the exchange rate.

Due to improved liquidity scenario within the system, corporate debt (TFC) market has also seen 
some decent activities during the period while government papers remained preferred instruments 
due to their attractive risk-return profile.

During the period under review, the fund generated an annualized return of 12.3% as against its 
benchmark return of 12.5%, a marginal underperformance of 0.2%. Although, the fund remained 
significantly invested in government papers almost throughout the period owing to their attractive risk-
return profile, the fund was able to capitalize on attractive TDR and bank deposit opportunities around 
Dec-quarter end. The fund has kept its exposure towards TFCs largely unchanged with a continued 
focus on the asset quality of the portfolio.

Macroeconomic indicators are depicting a mixed trend with real economy, fiscal account and 
inflationary pressures continued to haunt the economic managers while external account remained a 
comfortable territory courtesy rising exports amid better cotton prices as well as record-high level of 
workers' remittances. The State Bank of Pakistan has maintained a tight monetary stance during the 
period under review with 3 successive DR hikes of 50 bps each; we believe that further rate hike would 
be dependent on the inflationary outlook as well as fiscal balance & its funding profile. Moreover, 
continuation of IMF program and timely materialization of pledged foreign inflows are also critical for 
the improvement in macro-indicators going forward.      

In a fast changing interest rate environment, the fund would continue to maintain its focus on the credit 
quality of the portfolio while exploiting attractive opportunities in the market.
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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 MCB Dynamic Cash Fund (the Fund), an open-end fund was established under a trust deed 
dated November 09, 2006, executed between MCB Asset Management Company 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 
six months period ended December 31, 2010 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; 

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

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

For the purpose of information the attention of the unit holders is drawn towards the directives of the 
Securities and Exchange Commission of Pakistan issued vide Circulars # 1 of 2009 and 3 of 2010, 
which require that the debt securities shall only be reclassified as performing on receipt of all arrears 
i.e. principal as well as interest for the next two installments. The sukkuk certificates of Maple Leaf 
Cement Factory Limited were classified as performing in September, 2010 based on restructured 
plan approved in February, 2010.

The Management Company, while complying the same has reclassified these sukkuk certificates as 
performing, however, has not accrued the mark - up (till December 31, 2010) completely. The 
Management Company, adopting  prudent approach on the basis of their assessment of losses and 
future liquidity problems the issuer may face, is of the view that the markup should be recorded on 
receipt basis

Muhammad Hanif Jakhura
Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi: February 25, 2011



Introduction

Scope of Review

We conducted our review in accordance with 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. 
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AUDITORS' REPORT TO THE UNIT HOLDERS ON REVIEW OF 
CONDENSED INTERIM FINANCIAL INFORMATION 

We have reviewed the accompanying condensed interim statement of assets and liabilities of                      
MCB Dynamic Cash Fund as at December 31, 2010, and the related condensed interim 
income statement, condensed interim distribution statement, condensed interim cash flow 
statement and condensed interim statement of movement in unit holders' fund together with the 
notes forming part thereof (here-in-after referred to as the 'condensed interim financial 
information'), for the half year ended December 31, 2010. The Management Company (MCB 
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 interim 
financial information based on our review. The figures of the condensed interim income 
statement, condensed interim distribution statement, condensed interim cash flow statement 
and condensed interim statement of movement in unit holders' fund for the quarters ended 
December 31, 2010 and 2009 have not been reviewed, as we are required to review only the 
cumulative figures for the half year ended December 31, 2010.

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 and for the half year ended December 
31, 2010 is not prepared, in all material respects, in accordance with approved accounting standards 
as applicable in Pakistan.

A.F. Fergusons & Co.
Chartered Accountants
January 28, 2011
Karachi
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DIRECTOR’S REPORT

Dear Investor,

On behalf of the Board of Directors, I am pleased to present MCB Dynamic Stock Fund's accounts 
streview for the half year ended December 31  2010. 

MARKET OVERVIEW

FUND PERFORMANCE

FUTURE OUTLOOK

Despite deterioration in key macroeconomic indicators, the performance of the local equities market 
during the period remained robust with the KSE-30 Index gaining around 21%. Foreign investors 
continued to pour in liquidity in Pakistan along with other emerging and frontier markets Total 
investments, by foreigners during the period was around US$ 251 million. Local players also got on 
the bandwagon hence resulting in better daily turnover. Quarter-wise, the second quarter of the 
current fiscal year saw significant activities at the bourses and hence market gained around 19.8% 
while the first quarter resulted in a mere 1.2% gain amid country-wide floods and its economic 
repercussions. Local investors were largely sidelined during the first quarter; however, they started 
taking positions during the latter quarter owing to improved sentiments on the back of continued 
foreign buying and comfortable external account and FX reserves position. 

Citing deterioration in key macroeconomic indicators, the State Bank of Pakistan decided to change 
its monetary policy direction and hence raised policy discount rate cumulatively by 150 bps during the 
period under review. However, the direction of global liquidity towards emerging and frontier markets 
was so strong that it continued to support local equities market and hence the market didn't react to 
monetary tightening. Overall, equities market posted a healthy performance during the period under 
review with the KSE-30 Index crossing the index level of 11,500. 

MCB DSF, during the period under review posted a return of 24.8% as against its benchmark return of 
21.3%, an out-performance of 3.5%. Since its inception, DSF posted a return of 48.9% as compared 
to a decline of 17.5% in its benchmark, reflecting a significant out-performance of 66.4%. While, the 
fund remained underweight in a consistently rising market, it did not under-perform because of careful 
selection of specific stocks and timely reallocations. 

We remain cautious on the overall equities market given the deteriorating macroeconomic 
fundamentals and rising interest rates. We, however, prefer to maintain exposures in those stocks and 
sectors that are largely immune fundamentally from deteriorating macroeconomic indicators. 
Widening fiscal deficit, slowdown in real economy, inflationary pressures and SBP's tight monetary 
stance are the critical areas which pose great risk to the sustainability of the recent performance of the 
equities market. However, sustained foreign flows in the market, decent corporate earnings estimates 
and expectations of a leverage product may prolong this performance trend. We will continue looking 
at leading global markets as leading indicators for performance of stock prices in Pakistan 



ACKNOWLEDGMENT
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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 MCB Dynamic Stock Fund (the Fund), an open-end fund was established under a trust deed 
dated November 10, 2006, executed between MCB Asset Management Company 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 
six months period ended December 31, 2010 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; 

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

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

Muhammad Hanif Jakhura
Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi: February 25, 2011



Introduction

Scope of Review

We conducted our review in accordance with 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. 
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We have reviewed the accompanying condensed interim statement of assets and liabilities of 
MCB Dynamic Stock Fund as at December 31, 2010, and the related condensed interim 
income statement, condensed interim distribution statement, condensed interim cash flow 
statement and condensed interim statement of movement in unit holders' funds together with 
the notes forming part thereof (here-in-after referred to as the 'condensed interim financial 
information'), for the half year ended December 31, 2010. The Management Company (MCB 
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 interim 
financial information based on our review. The figures of the condensed interim income 
statement, condensed interim distribution statement, condensed interim cash flow statement 
and condensed interim statement of movement in unit holders' fund for the quarters ended 
December 31, 2010 and 2009 have not been reviewed, as we are required to review only the 
cumulative figures for the half year ended December 31, 2010.

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 and for the half year ended 
December 31, 2010 is not prepared, in all material respects, in accordance with approved 
accounting standards as applicable in Pakistan.

A.F. Fergusons & Co.
Chartered Accountants
January 28, 2011
Karachi

AUDITORS' REPORT TO THE UNIT HOLDERS ON REVIEW OF 
CONDENSED INTERIM FINANCIAL INFORMATION 
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DIRECTOR’S REPORT

Dear Investor,

MARKET OVERVIEW

FUND PERFORMANCE

OUTLOOK

Continuous flow of foreign liquidity and rising domestic money supply due to excessive government 
borrowings from the central bank, kept the capital markets of the country flushed with liquidity. Despite 
growing macroeconomic concerns, inflationary pressures, fiscal imbalances, political noise, rising 
interest rates and slowdown in economic growth, foreign investors continued to pour in liquidity at the 
local equities market, which in-line with other emerging and frontier markets, captured a big chunk of 
liquidity flows from the developed markets. 

Overall systematic risks amid floods and its economic repercussions kept the local investors on the 
defensive mode initially, however, continued buying frenzy from the foreign investors also pulled them 
into the arena during the latter part of the period under review. The KSE-100 Index after inching up by 
mere 3% during the first three months of the period under review, closed the period under review up by 
23.7%.

On the money market side, short term rates remained at comfortable levels amid better liquidity in the 
system. 1-month KIBOR, on the other hand, went up by 43 bps to 12.5% as compared to 12.1% during 
the previous half owing to rising policy discount rate, which went up cumulatively by 150 bps during 
the period. 

Your fund being cautiously vigilant of the overall macro-economic and systematic risks, maintained a 
defensive risk-averse approach in managing its portfolio whereas exploiting opportunities in the 
equities market with a balance in defensive and value stocks where the overall equities exposure was 
reduced from 56% in the beginning of the period under review and was maintained at around 20-30% 
during most of the period under review. Global liquidity and regional valuations are also being critically 
looked at to ascertain the continuation of the foreign liquidity flows. The fund generated a return of 
13.5% during the period under review while the since inception return of the fund stood at -11.2%.

Rising commodities prices pose a threat to the country's external account on one hand while on the 
other hand it would benefit the heavy-weights of the domestic equities market. We believe that further 
monetary tightening would be dependent on the inflationary outlook as well as fiscal balance & its 
funding profile. Global liquidity which has so far been the driver of the domestic and regional equities 
markets shall be critical for the future direction of the equities market of the country. For the fiscal 
funding issues, timely materialization of foreign exchange inflows from the US, IMF and other donor 
agencies and friendly countries are critical as ever.

On behalf of the Board of Directors, I am pleased to present MCB Dynamic Allocation Fund's accounts 
streview for the period ended December 31  2010. 

ALLOCATION FUND
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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 MCB Dynamic Allocation Fund (the Fund), an open-end fund was established under a trust deed 
dated November 22, 2007, executed between MCB Asset Management Company 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 
six months period ended December 31, 2010 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; 

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

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

Muhammad Hanif Jakhura
Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi: February 25, 2011

ALLOCATION FUND



Introduction

Scope of Review

We conducted our review in accordance with 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. 

43

AUDITORS' REPORT TO THE UNIT HOLDERS ON REVIEW OF 
CONDENSED INTERIM FINANCIAL INFORMATION 

We have reviewed the accompanying condensed interim statement of assets and liabilities of                      
MCB Dynamic Allocation Fund as at December 31, 2010, and the related condensed interim 
income statement, condensed interim distribution statement, condensed interim cash flow 
statement and condensed interim statement of movement in unit holders' fund together with the 
notes forming part thereof (here-in-after referred to as the 'condensed interim financial 
information'), for the half year ended December 31, 2010. The Management Company (MCB 
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 interim 
financial information based on our review. The figures of the condensed interim income 
statement, condensed interim distribution statement, condensed interim cash flow statement 
and condensed interim statement of movement in unit holders' fund for the quarters ended 
December 31, 2010 and 2009 have not been reviewed, as we are required to review only the 
cumulative figures for the half year ended December 31, 2010.

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 and for the half year ended 
December 31, 2010 is not prepared, in all material respects, in accordance with approved 
accounting standards as applicable in Pakistan.

A.F. Fergusons & Co.
Chartered Accountants
January 28, 2011
Karachi
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DIRECTOR’S REPORT

Dear Investor,

MARKET OVERVIEW

FUND PERFORMANCE

FUTURE OUTLOOK

During the period under review, short term market rates remained at comfortable levels amid better 
liquidity scenario in the money market. Despite tight monetary stance taken by the State Bank of 
Pakistan, significant monetary expansion was witnessed almost throughout the period primarily due 
to higher government borrowing from the SBP, hence taking the YTD M2 growth to around 9.5%. 
Despite significant expansion in Net Domestic Assets, comfortable external account position has kept 
growth in Net Foreign Assets to a decent level thereby keeping pressure off the exchange rate. Rising 
global commodities prices coupled with supply-side issues have kept inflationary pressures intact 
with 1H FY11 CPI inflation averaging at 14.6% including a peak level of 15.7% in Sep'10. Rising fiscal 
imbalances coupled with its funding mainly through the government borrowing from SBP remains a 
source of concern as it serves to off-set the impact of SBP's tight monetary policy. Citing rising 
imbalances in key macro-indicators, the SBP has adopted a hawkish monetary stance with a 
cumulative increase of 150 bps in its policy discount rate to 14.0% during the period under review.

During the period under review, MCB Cash Management Optimizer (MCB CMOP) was able to 
perform reasonably well and hence grew to a size of around PKR 7.7 billion by the end of Dec'10. 
During the period under review, the fund generated an annualized return of 10.9% as against its 
benchmark return of 5.6%, an out performance of 5.3%. The fund remained significantly invested in 
short-end Treasury bills with a focus on adjusting its portfolio duration to capitalize on the fluctuating 
liquidity and interest rates in the market. However, the fund has capitalized on attractive TDR and 
bank deposit opportunities especially around quarter-end periods.

Macroeconomic indicators are depicting a mixed trend with real economy, fiscal account and 
inflationary pressures continued to haunt the economic managers while external account remained a 
comfortable territory courtesy rising exports amid better cotton prices as well as record-high level of 
workers' remittances. The State Bank of Pakistan has maintained a tight monetary stance during the 
period under review with 3 successive DR hikes of 50 bps each; we believe that further rate hike would 
be dependent on the inflationary outlook as well as fiscal balance & its funding profile. Moreover, 
continuation of IMF program and timely materialization of pledged foreign inflows are also critical for 
the improvement in macro-indicators going forward.      

In a fast changing interest rate environment, the fund would deploy its assets in attractive low risk 
short duration instruments without compromising on liquidity.

On behalf of the Board of Directors, I am pleased to present MCB Cash Management Optimizer's 
staccounts review for the first half ended December 31  2010. 
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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 MCB Cash Management Optimizer (the Fund), an open-end fund was established under a trust 
deed dated July 10, 2009, executed between MCB Asset Management Company 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 
six months period ended December 31, 2010 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; 

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

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

Muhammad Hanif Jakhura
Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi: February 25, 2011



Introduction

Scope of Review

We conducted our review in accordance with 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. 
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AUDITORS' REPORT TO THE UNIT HOLDERS ON REVIEW OF 
CONDENSED INTERIM FINANCIAL INFORMATION 

We have reviewed the accompanying condensed interim statement of assets and liabilities of                      
MCB Cash Management Optimizer Fund as at December 31, 2010, and the related 
condensed interim income statement, condensed interim distribution statement, condensed 
interim cash flow statement and condensed interim statement of movement in unit holders' fund 
together with the notes forming part thereof (here-in-after referred to as the 'condensed interim 
financial information'), for the half year ended December 31, 2010. The Management Company 
(MCB 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 interim financial information based on our review. The figures of the condensed interim 
income statement, condensed interim distribution statement, condensed interim cash flow 
statement and condensed interim statement of movement in unit holders' fund for the quarters 
ended December 31, 2010 and 2009 have not been reviewed, as we are required to review only 
the cumulative figures for the half year ended December 31, 2010.

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 and for the half year ended 
December 31, 2010 is not prepared, in all material respects, in accordance with approved 
accounting standards as applicable in Pakistan.

A.F. Fergusons & Co.
Chartered Accountants
January 28, 2011
Karachi
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