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Advantages of Stock Market Investing through Mutual Funds

Investing in stock market offers potential for long-term wealth accumulation through capital appreciation and
dividend income. However, it is not without its challenges that include navigating volatility, managing risk, and
coping with emotional biases. Overcoming these hurdles requires education, patience, and a disciplined approach
to investing, and even the most experienced investors are prone to these challenges.

Equity Mutual Funds allow investors to let an experienced team of investment professionals to manage their money
in the stock market. Decisions such as what to buy, when to buy, what to sell and when to sell are made by the mutual
fund investment team on behalf of the investor. We briefly mention here some of the key considerations of investing
in stock market via mutual funds and elaborate on some in detail.

Mutual Funds

Direct Investment

Professionalteam manages the investments on behalf of
the investor.

Investor makes his own decisions but may not have time or
expertiseto make such decisions.

Mutual funds offer built-in diversity.

Buying Individual stocksisriskier.

Mutual funds offerinstant liquidity and switch between
equity and fixed income schemes.

Individuals may have liquidity issues, which may delay their
timingand increase costs

Large size allows access to deals that may only be available
to institutional investors.

May miss out on transactions not offered/available to small
individualinvestors.

Direct costs are relatively low, limited only to transaction
costs. Some brokers/investors may be inclined to excessive
trading, that may increase brokerage fee.

Mutual funds may outperform the stock market despite
higher costs, based on theirexperience and expertise.

Advantage 1: Professional Management and potential of superior performance

Well managed equity mutual funds have provided better returns to their investors than the stock market and other
asset classes including real estate and gold over the last thirteen (13) year period. As a case in point, our flagship
equity fund, NBP Stock Fund (NSF) has out-performed the stock market by 203% over the last 13 years (from January
2011 till April 2024) by earning a cumulative return of 694% versus 491% rise in the stock market. An investment of
Rs. 100 in NBP Stock Fund 13 years ago would have grown to Rs. 794 today, whereas an investment of Rs. 100 in the
stock market (KSE-100 Index) and gold 13 years ago would be worth Rs. 591 and Rs. 527 today, respectively. This
out-performance of the NBP Stock Fund is net of management fee, and all other expenses. Professional managers
carry out detailed fundamentals and technical analysis of the listed companies to try to identify those that they
believe are the best buys.

Relative Performance of NBP Stock Fund Vs. Various Asset Classes
Growth in value of Rs.100 from January 2011 to April 2024

NBP Stock Fund (NSF)
KSE-100 Index

Rs. 794
Rs. 591
Rs. 537
Rs. 537
Rs. 527

NBP Sarmaya Izafa Fund (NSIF)
Lahore Real Estate

Gold

NBP Islamic Savings Fund (NBP-ISF) Rs. 371
Inflation (CPI)

Special Savings Certificates Rs. 348
Karachi Real Estate

usb

Bank Deposit

Source: SBP, PSX, MUFAP, Bloomberg, zameen.com, NSS website

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 or any of its sales representative cannot guarantee preservation / protection of capital and / or expected returns / profit on investments. The use of the name and logo of National
Bank of Pakistan does not mean that it is responsible for the liabilities/ obligations of the Company (NBP Fund Management Limited) or any investment scheme managed by it.
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Advantage 2: Diversification
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By investing in a mutual fund, investors gain exposure to a diversified portfolio of assets, spanning various industries,
sectors, and geographies. This diversification helps spread risk, reducing the impact of poor performance from any

single investment.

In assessing the performance of KSE-30 Index vs NBP Stock Fund (NSF) since December 31st, 2010 till April 30, 2024,
a compelling case for diversification emerges. NSF has not only outperformed 65% of the market cap of the KSE-30

but has also surpassed 19 out of the 30 companies within the Index. Notably, several prominent names such as HBL
Bank, National Bank, Oil and Gas Development Company,

and Pakistan State Oil, among others, have significantly

underperformed our fund. For investors solely invested in
these individual stocks, substantial underperformance would
have ensued. However, by diversifying their investments
through the NBP Stock Fund, they could have mitigated this

risk and potentially achieved more consistent returns.

Advantage 3: Liquidity

From January 2011 to April 2024

NSF Return 694%
KSE-30 Return 328%
% Stocks Outperformed in KSE-30 63%
Market Capitalization Outperformed 65%

The advantage of liquidity in mutual funds compared to direct investment in the stock market is a crucial aspect to
consider. While investing directly in stocks, investors may encounter periods of low liquidity, where the value traded

falls below the market average. For instance, during the
period from December 31, 2010, to April 30, 2024, the
average daily liquidity for the KSE 100 stood at
approximately Rs. 9.3 billion. However, there were
instances when this value plummeted to even below Rs.
4 billion. In such scenarios, investors may struggle to sell
their stocks quickly and could incur significant impact
costs. On the contrary, mutual funds offer the advantage
of immediate redemption without incurring any impact
costs. With just a signature or a click, investors can access
their funds promptly, regardless of market liquidity
conditions. This liquidity advantage underscores the
convenience and flexibility offered by mutual funds.
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Considering the advantages of investing with mutual funds discussed above, investors with medium to long-term
investment horizon are advised to invest in the stock market via our NBP Stock Funds, which have a superior

long-term performance track record.

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 or any of its sales representative cannot guarantee preservation / protection of capital and / or expected returns / profit on investments. The use of the name and logo of National
Bank of Pakistan does not mean that it is responsible for the liabilities/ obligations of the Company (NBP Fund Management Limited) or any investment scheme managed by it.
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Relative Performance of NBP Stock Fund Vs. Various Asset Classes
Growth in value of Rs.100 from January 2011 to April 2024

NBP Stock Fund (NSF) Rs. 794

KSE-100 Index

NBP Sarmaya lzafa Fund (NSIF)
Lahore Real Estate
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NBP Islamic Savings Fund (NBP-ISF)
Inflation (CPI)

Special Savings Certificates
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Source: SBP, PSX, MUFAP, Bloomberg, zameen.com, NSS website
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