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Advantages of Stock Market Investing through Mutual Funds

Investing in the stock market can pave the way for long-term wealth creation through both capital growth and
dividends. However, it comes with challenges such as dealing with market volatility, managing risks effectively, and
overcoming emotional decision-making. Tackling these obstacles demands knowledge, patience, perseverance, and
a disciplined investment strategy, challenges that even seasoned investors frequently encounter.

Equity Mutual Funds provide investors with the opportunity to entrust their investments to a skilled team of
professionals who handle stock market activities on their behalf. The mutual fund team makes critical decisions, such
as selecting stocks, timing purchases, and determining when to sell, freeing investors from these responsibilities.
Professional managers carry out detailed fundamental and technical analysis of the listed companies to try to identify
those that they believe are the best buys. We briefly mention here some of the key considerations of investing in stock
market via mutual funds and elaborate on some in detail.

Direct Stock Market Investment
Investor makes his/her own decisions, but may not have
time or expertiseto make such decisions.
Buyingindividual stocks may expose the investment to
unsystematicrisk.
Individuals may have liquidity issues while selling, which

Equity Mutual Funds
Professional Management: Professional team manages
the investment on behalf of the investor.

Diversification: Mutual funds offer built-in diversity.

Liquidity: Mutual funds offerinstant liquidity and switch

between equity and fixed income schemes.

Access to Institutional Deals: Large size allows access to
dealsthat may only be available toinstitutionalinvestors.
Performance Potential: Mutual funds may outperform the
stock market despite charging the management fee and
otherexpenses, based ontheirexperience and expertise.

may delay theirexecution andincrease costs.

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

Direct costs are relatively low, limited only to transaction
costs. Investors may be exposed to frequent trading, that
may increase brokerage fee.

Administrative Convenience: All administrative tasks such
as dividend reinvestment, portfoliorebalancing, and record-
keepingare handled by the fund manager.

Regulatory Oversight: Mutual funds are regulated by SECP,
ensuring investor protection and adherence to compliance
standards.

Investors must handlethesetasks themselves, which can be
time-consuming and complex.

Direct investors may end up taking higher risk in the
absence of regulatory investment guidelines.

Advantage 1: Professional Management and potential of
superior performance

Over the past fourteen (14) years, well-managed equity
mutual funds have delivered superior returns to investors
compared to the stock market and other asset classes
such as real estate and gold. As a case in point, our
flagship equity fund, NBP Stock Fund (NSF) has
out-performed the stock market by 368% over the last 14
years (from January 2011 till February 2025) by earning a eton ()
cumulative return of 1210% versus 842% rise in the USD
stock market. An investment of Rs.100 in NBP Stock
Fund 14 years ago would have grown to Rs.1,310 today,
whereas an investment of Rs. 100 in the stock market (KSE-100 Index) and gold 14 years ago would be worth Rs.942
and Rs.658 today, respectively. This out-performance of the NBP Stock Fund is net of management fee, and all other
expenses.

Relative Performance of NBP Stock Fund Vs. Various Asset Classes
Growth in value of Rs.100 from January 2011 to February 2025

NBP Stock Fund (NSF)
KSE-100 Index

Rs. 1310

NBP Sarmaya Izafa Fund (NSIF)
Gold

Rs. 847
Rs. 658
Lahore Real Estate Rs. 567
NBP Islamic Savings Fund (NBP-ISF)
Special Savings Certificates Rs. 397
Karachi Real Estate Rs. 367

Rs. 327

Bank Deposit Rs. 275

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

Advantage 2: Diversification

Investing in a mutual fund provides investors with access to a well-diversified portfolio that encompasses a variety of
industries, sectors, and geographic regions. This diversification minimizes risk by mitigating the effects of
underperformance from any single asset. In assessing the performance of KSE-30 Index vs NBP Stock Fund (NSF)
since December 31st, 2010 till February 28, 2025, a compelling case for diversification emerges. NSF has not only

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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outperformed 82% of the market cap of the KSE-30 but has also surpassed 20 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, hfave sign.ificantly From January 2011 to February 2025

underperformed our fund. For investors solely invested in these

N . NSF Return 1210%
individual stocks, substantial underperformance would have
. o . KSE-30 Return 587%
ensued. However, by diversifying their investments through the NBP
Number of Stocks Outperformed 20

Stock Fund, they could have mitigated this risk and potentially

achieved more consistent returns. Market Capitalization Outperformed 82%

Advantage 3: Liquidity

The liquidity advantage of mutual funds over direct

stock market investments is an important factor to .,
consider. Direct stock investments can face periods of 57,000
low liquidity, where traded values fall below the 24000
market average. For example, between December 31, 21,000

Average Daily Traded Value (PKR mn)

2010, and February 28, 2025, the average daily stock ﬁggg
market liquidity was approximately Rs. 10.3 billion, 12000

with instances dropping below Rs. 4 billion. In such ¢
situations, investors might struggle to sell their stocks 000
quickly and could incur high impact costs. In 300 E
contrast, mutual funds allow for immediate 0
redemption without any impact costs. Investors can
access their funds effortlessly, whether through a
signature or a click, irrespective of market liquidity
conditions. This convenience and flexibility highlight the significant liquidity advantage of mutual funds.
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Source: PSX, Bloomberg

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 strong
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
Growthin value of Rs.100 from January 2011 to February 2025

KSE-100 Index

NBP Sarmaya lzafa Fund (NSIF)
Gold
Lahore Real Estate
NBP Islamic Savings Fund (N8P-SF) [ IEGIEZEA
Karachi Real Estate
Inflation (CPI) m
Bank Deposit

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

Special Savings Certificates
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