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PICIC Cash Fund (PICIC- CF)

Investment Objective

The objective of the fund is to provide competitive
returns to investors, through active investment in low
risk portfolio of short duration, while maintaining high
liquidity. The fund aims to maximize returns through

efficient utilization of investment
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In line with its categorization, PICIC Cash Fund (PCF) has
a low risk appetite. PCF was launched in December 2010
as an open-end cash fund. PCF is a money market fund
which is designed to invest in short term government
papet, cash and near cash instruments which include cash
in bank, money market placements, TDRs and/or
deposits, commercial papers, reverse repos.

The fund has a clearly defined and consistently executed
investment philosophy and a well structured investment
process. Regular meetings of the Investment Committee
(IC) are convened while Terms of Reference of the IC
have been documented and decisions taken are based on
consensus.

Exposure limits for each asset class, as laid down in the
investment policy, are presented in the following table:

Units outstanding

Table 1: Operational Investment Policy

Minimum Exposure
Investments** Entity Rating Limit

Cash at Bank (excluding TDRs) and short AA 15-100%
maturity of Tbills not exceeding 90 days
maturity.
Treasury Bills, PIBs & Govt. Securities N/A 40 - 100%
Placements with Commercial Banks and AA 0-75%
DFIs* including Certificates of Deposit and
TDR
Commercial paper** AA 0-10%
Money Market placements, under LOP etc. AA 0-50%
with Commercial Banks and DFIs*
Placement of Funds with NBFCs and AAA 0-20%
Modaraba
Reverse Repo transactions against AA 0-50%
Government Securities with Commercial
Banks and DFIs.
Reverse Repo transactions against AAA 0-50%
Government Securities with NBFCs and
Modaraba.

*lnvestment with DFIs shall not exceed 30% of net assets of the fund; furthermore at least
60% of the net assets shall be invested in “AA~+" or above rated instruments.

** Maccimum limit for investment in any commercial paper is 5% of the issue sige or net assets
whichever is lower. However the said limits may be enbanced to 10% with the prior approval of

the BOD / BIC.
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Net assets of the fund were reported higher at Rs. 4.9b at
end-Nov, 2014 (end-June, 2014: Rs. 4.3b; end-June, 2013:
Rs. 2.4b). While the investment policy stipulates minimum
allocation of 40% to t-bills, deviation from the same was
observed at end of October 2013 when only 35% of assets
were deployed in t-bills; average allocation in this avenue
was recorded much higher at 68% over FY14. In the on-
going year, exposure to t-bills has varied, with 72% assets
invested in t-bills at end-Nov 2014. Remaining assets have
been held as placements with financial institutions.
Average asset allocation of the fund is presented in the
table below:

Average Asset Allocation
Avg: FY13 Avg: FY14

TBills 79.8% 68.0%
Placements (TDRs) 16.5% 26.8%
Other assets 1.0% 8.3%
Cash & Bank 2.0% 3.2%
Balances

Commercial Paper 4.7% -

Given both the policy limitations and actual asset
allocation, credit risk exposure of the fund has remained
low.

As per policy, time to time maturity of any asset shall not
exceed six months and weighted average duration is
capped at 90 days, preferably at 60 days, depending on the
macroeconomic conditions. At end-June 2014, weighted
average maturity (WAM) of the portfolio was reported at
67 days while it varied in the range of 23 to 90 during the
out-going year. While a decline in WAM was observed in
the months following June, more lately the fund enhanced
WAM to 83 days at end-Nov 2014. As per the Fund
Manager, the room between discount rate and inflation
would widen, going forward, and this may trigger rate cut,
in view of which WAM would be maintained at the higher
end of allowed limit.

In line with the trend in interest rates, the return of the
fund has declined on a year-on-year basis. In order to
enhance the return to investors, management fee charged
from the fund was reduced to 0.5% per annum (FY14: 1%
per annum).

PICIC Cash Fund (PCF)
FY12 FY13 FY14
Net Assets
(Rs. Millions) 2,660 2,381 4,288
Return 11.4% 9.1% 8.4%
Benchmark 9.7% 7.6% 7.2%

Given the low exposure to various sources of risks, the
fund is expected to exhibit stability in returns, barring
any changes in the market benchmark rate itself.

Unit holding pattern depicted slight improvement, with
holding of top ten investors reducing to 70.4% (FY13:
77.1%) of the outstanding units at end-FY14. Ability of the
fund to meet redemption in a timely manner is considered
sound as majority of assets are deployed in avenues having

strong liquidity profile JSRVIS.
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Rating Date Medium to Outlook Short Term Rating Action
Long Term
RATING TYPE: Fund Stability
22-Dec-14 AA(F) Reaffirmed
30-Dec-13 AA(F) Downgrade
17-May-12 AA+() Harmonised

07-Dec-10 AA+(T) Preliminary




