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Portfolio Optimization Through Multi-Asset Diversification

Many investors in Pakistan generally limit themselves to single asset class — such as stocks, T-Bills, or real estate,
depending on their risk appetite or familiarity of an asset class. This is a sub-optimal strategy in our opinion, as shown
by the last 15-year analysis (Dec 2010 — Oct 2025) of Pakistan’s key asset classes:

* No single asset class gives the best return relative to its degree of risk (volatility of returns).

e A mix of asset classes results in achieving an optimal performance defined as maximum return for a certain level of
risk.
Performance of various Assets Classes (Dec-2010 to Oct 2025)
Asset Class Return (p.a) Std Dev (Risk)
Real Estate * 11.1% 3.9%
T-Bills (Risk Free Asset) 11.3% 1.3%
PIBs 12.2% 9.2%
Gold 16.2% 19.1%
Stock Market (KSE-100) 19.1% 20.0%

Source: SBP, zameen.com, Bloomberg, PSX& NBP Funds Research
*Real Estate Index carries 67% weights of Karachi Real Estate, and 33% of Lahore Real Estate

The above Table highlights the following:

1. Equities delivered the highest return, but also carried the highest risk level.

T-Bills offered stable returns, but also provided lower long-term growth.

Real Estate was stable, but its return in this specific 15-year period was even lower than the returns offered by T-Bills.
Gold delivered moderately higher returns with diversification benefits due to low/negative correlation with equities.
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A mix of money market funds and stock funds optimises returns

By investing only in stocks, though absolute returns surpass the returns of all other asset classes, the associated risk
(volatility in returns) is also very high. On the other hand, investments solely in T-Bills / Money Market Funds minimised
the risk, but the returns were also low. When we combine these two asset classes, the results improve considerably. An

optimal mix of 30% stocks and 70% T-Bills gave a better risk-adjusted return to investors than holding only stocks over
the past 15 years.
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NSF - NBP Stock Fund: NGSLF - NBP Government Securities Liquid Fund

The above chart shows how Rs.100 invested would have grown over the last 15 years under three different strategies.
Rs.100 invested in NBP Government Securities Liquid Fund (NGSLF), which carries low risk, would have grown to
Rs.444 in fifteen years. Rs.100 invested in NBP Stock Fund (NSF) would have grown to Rs.1,836, but with higher

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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volatility along the way. The grey line is a mix of 70% NGSLF and 30% NSF, where Rs.100 invested grew to Rs.728. It
provided higher returns compared to NGSLF, but with far lower risk than investing fully in stocks.

Expanding to Five Assets: Equities, Real Estate, Gold, PIBs, and T-Bills

Building on the result of this process of diversification, when we add more asset classes in the portfolio — like Gold, Real
Estate, and PIBs — the results improved further. Using 15 years of data, the best long-term asset mix (the “optimal
portfolio”) would have been invested 18% in PIBs, 48% in stocks, and 34% in gold. This blend provided an optimal
risk-return balance, with an annualized return of 17%, and standard deviation (risk) of 11%.

Real estate was included in our study using Zameen.com data. It had very low volatility, but during this specific period,
its annual return (11.1%) was slightly below T-Bills (11.3%). That is why it did not appear in the final optimal mix.
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The upward-sloping blue line in the chart shows the optimal return at any level of risk along the way. It shows different
combinations of:

1. The risk-free asset (T-bills), and

2. The optimal mix of PIBs, stocks, and gold

All points on this line provide optimal risk-return trade-off and investors can choose a point based on their own risk
appetite.

“NBP Funds” Role: Expanding Access to Multi-Asset Investing

NBP Funds plans to launch new investment products to offer further diversification options to our investors. These
includes Islamic and conventional Gold & Commodity Funds, REITS, infrastructure and PE funds. These products will
help investors reduce risk, improve returns, and optimise their portfolio performance.

The Broader Context: Pakistan’s Need for Diversified Capital Formation

Globally, private markets—including infrastructure, private equity, venture capital, and REITs—exceed USD 16 trillion.
Pakistan remains under-invested, with private-market AUMs below USD 1 billion. With Pakistan’s public development
spending at only 2% of GDP (versus 6%—7% for regional peers), well-structured private-market funds can play a critical
role in bridging the investment gap—especially in infrastructure, energy, transport, industrial parks, and logistics, etc.

“NBP Funds” is positioning itself at the forefront of this transformation, enabling investors to access new asset classes
while addressing the country’s long-term development needs. As “NBP Funds” launches new Gold, Commodity, REIT,
and Infrastructure offerings, our investors will soon have access to all the asset classes needed to construct a
well-diversified, efficient portfolio to optimise their return.

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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Asset Class Return (p.a) Std Dev (Risk)
Real Estate * 11.1% 3.9%
T-Bills (Risk Free Asset) 11.3% 1.3%
PIBs 12.2% 9.2%
Gold 16.2% 19.1%
Stock Market (KSE-100) 19.1% 20.0%

Source: SBP, zameen.com, Bloomberg, PSX& NBP Funds Research

*Real Estate Index carries 67% weights of Karachi Real Estate, and 33% of Lahore Real Estate
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