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Savings are an important determinant of economic growth rate of a 
country because higher savings lead to higher investments, which 
in turn boost economic development and prosperity. Much of the 
difference in economic performance between Pakistan and other 
developing countries over the last few years could be attributed to 
low rates of savings and investments in Pakistan. Pakistan’s 
national savings and investments rates currently stand at just 
around 13.0% and 13.2%, respectively of the GDP. Public 
dissaving (high budget deficits) is one of the key reasons for 
Pakistan’s low savings rate.

Traditional occupational saving and pension schemes, only 
partially cover government and private sector corporate 
employees, and usually remain unfunded or underfunded. 
Voluntary Pension Schemes (VPS) offer a retirement saving 
platform to all private citizens of Pakistan. However, they are in an 
infancy stage despite good growth during the last few years. 
According to the latest OECD global pension statistics, private 
pension assets in Pakistan form less than 0.1% of GDP compared 
to 45.9% for OECD countries, and 18.5% for selected non-OECD 
countries. Pakistanis, in general are not aware of the existence or 
attractiveness of these schemes, including the tax benefits. 

Voluntary Pension Schemes (VPS) - An Attractive Retirement Savings Product

Voluntary Pension Schemes (VPS) can address this issue as an attractive alternative to conventional occupational 
schemes like provident fund and gratuity schemes. For instance, VPS are actively managed by Pension Fund 
Managers, with experience and performance track record in managing savings and investments. In a typical 
employee scheme, such as a provident fund, all employees have similar asset allocation since they are part of 
the same pool, while in VPS each employee has the flexibility to choose an individualized asset allocation based 
on his/her risk/return profile, determined by the investment time horizon, liquidity needs, and willingness and 
capacity to take risk. Further, investment allocations being flexible can be changed anytime. VPS also offer 
portability and continuity as investors can easily switch between available pension fund managers. VPS offers 
the participants both Shariah compliant and conventional investment options. Unlike provident fund and 
gratuity schemes, pension plan continues even after change of the employer. As per income tax rules, 
individuals are also allowed to invest in VPS through their provident fund balances. This will not burden an 
individual's disposable income and the same can be funded to VPS through an already existing retirement 
scheme. 

There are four additional benefits that potential investors can reap 
through investment in VPS. 1) It provides special tax benefits, not 
available to other investment vehicles. Individuals are entitled to 
a tax credit of up to 20% of their taxable income for the relevant 
tax year, as shown in the Table. 2) Over time, all the income and 
gains accrued to the investors in the VPS remain tax free before 
withdrawal, since VPS are exempt from both capital gains tax and 
withholding tax on dividend. During a usual 20-30 years 
investment horizon in typical VPS, this translates into significant 
savings due to tax-free compounding effect. 3) At retirement or 
maturity of the VPS, an investor can withdraw 50% of his/her 
investment in a tax-free manner. 4) NBP Pension Funds offers 



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.

NBP FUNDS
Managing Your Savings

NBP Fund Management Limited

lucrative Insurance/Takaful coverage of upto PKR 7 million to its investors in VPS (conditions apply). It provides 
coverage against the mortality risk as well as any hospitalization needs. It is pertinent to note that our VPS offer 
one of the highest coverage in the industry in terms of these Insurance/Takaful benefits.

NBP Funds Management Limited launched two Voluntary Pension Schemes, NAFA Pension Fund (NPF) and 
NAFA Islamic Pension Fund (NIPF) in July 2013. These pension funds have delivered attractive returns since 
inception as depicted in the Table. An investment of PKR 100,000 made at the inception of NAFA Islamic 
Pension Fund (Equity) and NAFA Pension Fund (Equity) would have increased by around 9 times to PKR 9.7 lacs 
and PKR 8.8 lacs, respectively. Our Islamic equity pension fund, NIPF, has outperformed KMI-30 Index and peer 
funds by 407% and 240%, respectively. Our conventional equity pension fund, NPF, has outperformed KSE-30 
Total Return Index and peer funds by 462% and 249%, respectively. We recommend investors to consider NAFA 
Pension Funds for their retirement savings to optimize their wealth, and enjoy tax and other benefits enunciated 
above.
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