
Benefits of Long-term Investing

Disclaimer: This publication is for informational purposes only and nothing herein should be construed as a solicitation, recommendation or an offer to buy or sell any fund. All investments in mutual 
funds are subject to market risks. The price of units may go up as well as down. Past performance is not necessarily indicative of future results. Please read the Offering Documents to understand the 
investment policies and the risks involved. 

NBP FUNDS
Managing Your Savings

FY2018 and FY2019 proved challenging for the stock market, where the market declined by 10% and 19%, respectively. 
This subdued period of the stock market came after eight consecutive years of robust performance during which the 
KSE-100 Index surged by around 550%. The historical analysis shows that although the stock market is volatile in the 
short-time horizon, it offers high returns amongst all the asset classes, such as, Bank Deposits, T-Bills, National Saving 
Schemes (NSS), Pakistan Investment Bonds (PIBs) and Equities. After a hefty decline of 63% during 1998 crisis, the market 
delivered a robust return of 381% during the subsequent five years. Similarly, after a sharp decline of 69% in 2008 crisis, 
the stock market delivered a hefty 461% return during the next five years.

Considering the superior performance of the stock market in the long-run, we recommend that investors with long-term 
goals like educating their children, owning a house, or saving for retirement should have some of their assets invested in 
equities, preferably through equity mutual funds. Investors with low risk appetite based on short term investment needs, 
should invest in bank deposit or as an alternative in income funds. 

What lies ahead for the stock market? The worst seems to be behind for equity investors. The corrective policy 
measures taken by the government have started yielding positive results. The Current Account Balance has turned surplus 
after almost 4 years. The sovereign bond yields have responded to the improving economic prospects and have come 
down sharply, indicating the beginning of monetary easing cycle in the near term. From the valuation perspective, even 
after a hefty 37% surge from its recent low, the earnings yield of the stock market is an attractive 15%. Despite slow 
economic activity, earnings of the corporate listed sector are expected to grow at double-digit rates for 2020 and 2021. 
The recent decline in yields on the fixed income avenues and documentation of the property sector has made a strong 
case for flow of abundant local liquidity toward equities. Also, given extremely attractive relative valuations, significant 
improvement in external account position, and the oversight of economic policies by the IMF during the Extended Fund 
Facility period the odds have increased for foreign portfolio inflows. 

To conclude, the stock market is well poised to deliver robust returns in FY2020, and beyond. Therefore, we advise 
investors to consider adding positions in equities through NBP Stock Fund, while keeping their long-term investment 
objectives in mind.

and NBP Income Opportunity Fund, presently offering an annualized return of around 12%.

The chart shows performance of our funds and the stock 
market over the last 10 years. NBP Stock Fund has 
out-performed the stock market by 136% over the last 
10-years by earning a return of 463% versus 327% rise 
in the stock market (KSE-100 Index) during the same 
period. An investment of PKR 100 in NBP Stock Fund 
10 years ago would have grown to PKR 563 today 
whereas, an investment of PKR 100 in the stock market 
10 years ago would be worth PKR 427 today. This 
out-performance of the Fund is net of management fee, 
and all other expenses. For investors with moderate risk 
appetite we would recommend our NBP Balanced 
Fund whose performance is at par with the stock market 
with substantially low level of risk (volatility). Similarly, 
for low risk investors with short term investment 
horizon or higher liquidity requirements, we advocate 
our NBP Savings Fund, NBP Mahana Amdani Fund
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NBP Stock
Fund (NSF)

KSE-100
Index

NBP Balanced
Fund (NBF)

NBP Income
Opportunity Fund (NIOF)

Bank
Deposit

Annulaized Return               18.9%                15.6%              15.5%                                 7.9%                      6.3%
Annualized Risk (STDEV)     15.3%                15.2%                9.5%                                 3.5%              0.2%

Relative Performance of NBP Funds for the last 10 years
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