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Message from the Chief Executive Officer

The last few years have seen a rapid growth in size, quality and sophistication of financial markets, because of changes in the policy
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The economy is changing all the time. The Institute hopes that, by responding to these
changes positively, it can contribute to the dynamic development of the country's financial markets as well as of the economy itself.
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Introduction To The Organization

The Institute of Financial Markets of Pakistan (IFMP)
(Formerly Institute of Capital Markets), Pakistan’s first securities market institute, has been established as a permanent
platform to develop quality human capital, meet the emerging
professional knowledge needs of financial markets and create
standards among market professionals. The Institute has been
envisioned to conduct various licensing examinations leading
to certifications for different segments of the financial markets. IFMP develops a pool of trained and certified professionals, skilled not only to deal in conventional instruments but
also to trade in new and complex financial market products.

-FEE STRUCTURECandidate Registration Fee (One-Time)
Rs.10,000
Examination Registration Fee
Rs.7,000
Membership Fee (Annual)

-EXAMINATION
SCHEDULE-

Rs.5,000

(2016-2017)

OTHER CERTIFICATIONS

- Sunday, 27 November, 2016
 Financial Advisors Certification

- Sunday, 29 January, 2017
- Sunday, 26 March, 2017
- Sunday, 28 May, 2017

LICENSING CERTIFICATIONS

 Financial Derivative Traders

PROGRAMMES
INSURANCE CERTIFICATIONS

 Pakistan’s Market Regulations
 Stock Brokers Certification
 Mutual Funds Distributors

 Compliance Officers Certification
 Clearing and Settlement Operations

Certification
 Risk Management Certification

 General Takaful Training
 Family Takaful Training

 Fundamentals of Capital Markets

Certification

 Life Insurance Agent
 Non-Life Insurance Agent

 Capital Budgeting and Corporate

Finance Certification
 Investment Banking and Analysis

Certification
 Islamic Finance Certification
 Research Analysts Certification

 Commodity Brokers Certification

For more information, please visit our website: www.ifmp.org.pk
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Training and Workshops

Message From The CEO
The last few years have seen a rapid growth in size, quality and
sophistication of financial markets, because of changes in the policy
F
and regulatory environment, the entrepreneurial initiatives of individuals and institutions, and the availability of trained manpower. C
The continuing growth of financial markets is further adding to theM
Mr. Muhammad Ali Khan
demand for well-trained professionals.
Institute of Financial Markets of Pakistan is dedicated to the profes&
sional development of financial markets and research on financial
markets as well as the well being of financial markets by educating
the professionals about the norms and ethics being practiced in the
P
markets. IFMP has had a pioneering role in meeting the demand for
educated manpower. It is Pakistan's first specialized institution M
devoted to the education and updating of knowledge of manpowerR
for financial markets. It will provide high-quality educational standards for all types of financial market participants; investors, broT
kers, mutual funds, investment banks and policy makers.
The Institute's main activities are (1) Licensing the professionals R
working in the financial markets by certifications. The institute’s key
A
responsibility is to educate the professionals working in different
I
financial markets of Pakistan through examining their knowledge in
their relevant field of work; (2) Studying the latest developments N
in
the financial markets in order to discover whether there is such aI

thing as an ideal market economy; and (3) Contributing to the development of financial markets in Pakistan. By means of these three
activities the Institute seeks to communicate its ideas to the audience both at home and overseas. The Institute's research is intended, first and foremost, to be neutral, professional and practical.
Rooted in practice, it aims to contribute to the healthy development
Workshop
at Pakistan
Exchange
of Pakistani
financial markets
as well asStock
to related
policies by conducting neutral and professional studies of how these markets and
the financial system are regulated and organized and how they perform.
The economy is changing all the time. The Institute hopes that, by
responding to these changes positively, it can contribute to the dynamic development of the country's financial markets as well as of
the economy itself.
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Real Estate Investment Trusts: An Introductory Overview

The Real Estate Investment Trust (REIT) is an alter-

It is evident from the timeline that some South

native pooled investment product that allows inves-

American countries launched REIT-like structure

tors, both retail and institutional, to invest in a di-

much earlier than the European and Asian coun-

verse range of real estate properties. REITs enable

tries. The REITs became popular in Asia after Japan

governments to regulate the real estate sector in an

launched its first REIT in 2001 followed by South

economy and allow retail investors to invest in real

Korea. Various countries have adopted different

estate with smaller investments. Many REITs trade

legislations to suit the needs of the investors and

like stocks on exchanges and are extremely liquid.

ensure stability in the markets. In the recent years,

Figure 1 presents the timeline of evolution of REITs
since 1960 and Table 1 summarizes the attributes of
various kinds of REITs.
Figure 1: Timeline of REITs

the popularity of REITs in Europe and Asia has far
exceeded that of similar instruments in other parts
of the world.
REITs can be broadly classified into three categories that are presented in Table 1. Further classifi-

Source: Brounen and Koning, (2012); The National Association
of Real Estate Investment Trust (2016a); SECP (2016)
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Real Estate Investment Trusts: An Introductory Overview

cation can be based on the kind of properties they invest in, such as rental or property development, specific
properties (for example shopping malls, healthcare, senior homes) and geographical focus.
Table 1: Classification of REITs

Invest in

Revenue generation

Distribution to
shareholders

Risks

Equity REITs

Mortgage REITs

Hybrid REITs

Properties

Mortgages

Properties and Mortgages

Rental or leasing
income

Net interest margin
(Difference between
interest income from
mortgage loans and
interest expense paid
on funding the loans)

From income and
capital appreciation
on properties sold

From interest
margins

Illiquidity of
underlying
properties

Rental or leasing income
and
Net interest margin

From rental and leasing income,
capital appreciation and
interest margins

Interest rate risk

Illiquidity of underlying
properties

Default risk

Interest rate risk
Default risk

REITs offer several benefits to investors. First, REITs can maintain a tax exempt status provided they distribute 90% of their income as dividends to shareholders. The dividend income is then taxable in the hands of
shareholders at the prevailing tax rate in the country. This avoids double taxation as in the case of shareholding in a public listed company, whereby the company pays corporate tax and the dividends are also taxed. Second, investment in public listed REITs is extremely liquid, allowing investors to enter and exit the market at
their discretion and at a low transaction cost. Third, investment in REITs is believed to yield high returns with
low risk. The historical performance of some US-based REITs suggests that they provided greater returns as
compared to the S&P500 index (Figure 2). Lastly, research provides some evidence that the performance of
REITs is uncorrelated to the overall market. Hence, they allow investors to diversify their investments and
attain reasonable returns especially when the markets are turbulent. Figure 2 provides a comparison between the performance of US-based listed REITs and the leading benchmark indices in the US.
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Real Estate Investment Trusts: An Introductory Overview

Figure 2: Compound Annual Total Returns of Listed US REITs and Leading Benchmarks

Source: National Association of Real Estate Investment Trusts (2016b)

The distribution of 90% income is favorable for investors, but it restrains the capability of REITs to expand by
capitalizing on available investment opportunities. Depending on the legislation governing REITs in a particular country, REITs may be allowed to use leverage to expand the underlying real estate portfolios. Some REITs
provide reinvestment plans to their investors in order for them to expand through equity rather than debt.
Moreover, REITS have been pushing for legislation to allow them to declare stock dividends when there is a
need of capital to expand the portfolio.
As suggested earlier, academic and applied research provides evidence on low or lack of correlation between
the performance of REITs and benchmark indices, hence providing diversification opportunities to investors.
A study by Brounen and Koning (2012) examined the risk-return profiles of more than 200 REITs in Australia,
Hong Kong, Japan, Singapore, France, The Netherlands, United Kingdom, Canada, and the United States in the
last two decades. The evidence suggested that the REITs in the above mentioned countries moderately outperformed their national benchmark indices and exhibited moderate systemic risk. The authors also documented higher systematic risk in Asian REITs than in other markets and found it to be directly proportional to
the leverage. On the other hand, the European REITs outperformed their international counterparts and firm
size, the level of property type specialization, and geographic focus were found to be the prime contributors to
their outperformance.
A recent study by Miyakoshi et al. (2016) assessed the impact of the 2008 financial crisis and 2011 earth-
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Real Estate Investment Trusts: An Introductory Overview

quake on the Japanese REIT market. The results high- subsidiaries that may provide various services to
lighted that REITs derived their value from underlying REIT tenants and other parties, and was followed
real estate in the long-run. Temporary short-run devia- by the REIT Improvement Act in 2004 and REIT Intions from fundamental values were observed primarily vestment and Diversification Act in 2008. The long
due to increased trading activity of the foreign inves- list of REIT regulations enacted and rectified in the
tors and heightened systematic risk surrounding the US indicate an evolution in REIT offerings and operearthquake.
In contrast, there are studies that document increased

ations over time. Other countries have adapted
their policies to suit their markets and investors.

correlations between Asian stock markets and REITs as While the effectiveness of REITs in developed marthe sub-prime mortgage crisis unfolded in 2007-2008 kets is well researched, their effectiveness in
(for example Chiang et al., 2013). The crisis was peculi- emerging

markets

remains

unexplored.

Next

ar as it primarily involved mortgages and credit default month’s newsletter will explore REITs offered in
swaps. This perhaps suggests that REITs may remain Asian markets with a focus on REITs in the subunaffected when stock markets are turbulent due to continent.
some political or macroeconomic factors; however, the
opposite may not be true. A negative impact on REITs
may cause turmoil in capital markets and drive investors’ confidence down.
Despite being launched in the US in 1960s, REITs started gaining momentum in other countries much later.
Brounen and Koning (2012) provide a detailed account
of the historical evolution of RIETs since 1960. The authors argue the popularity of REITs stagnated due to
extremely restrictive regulations. The US enacted the
Tax Reform Act in 1976 and then in 1986. In 1993, pension funds were allowed to invest in REITs with certain
restrictions. The REIT Simplification Act was ratified in
1997 and foreign investors were allowed to invest in
REITs in the same year. The REIT Modernization Act
came into effect in 1999, thus allowing REITs to form

October, 2016
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Investors’ Terms Of The Month
ment company or the open-ended

Approved Securities

scheme.

Shares of listed companies and
government securities deposited

Enquiry Officer

as margin and approved by the
Stock Exchange for the purpose of

Any officer of the Commission, or

margin trading and financing.

any other person, who is appointed by the commission under Ordinance or the Act.

Charge
It includes a mortgage, an inter-

Insurer

est created in consequence of an
agreement for redeemable capi-

Distribution Function

i. Any company or other body cor-

tal, term finance, participation In relation to a Non-Banking and Fi- porate carrying on the business of
term certificate, musharika, lease nance Companies licensed to operate insurance, which is a company or
or hire, hire-purchase or any oth- as an asset management company, other body corporate incorpoer similar interest in the assets of means the functions with regard to,-

rated under any law for the time

a company.

being in force in Pakistan; and

a. Receiving application and money for
units from persons;
DFIs

Any institution as defined in State
Bank of Pakistan's (SBP's) Guidelines on Commercial Paper or as
subsequently defined by SBP
from time to time.
Direct
In relation to the business of insurance, means insurance other
than reinsurance.
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b. Issuing receipts in respect of the applications received in accordance with

rated under the law of any jurisdiction outside Pakistan carrying
on insurance business which car-

clause (a);
c. Issuing contract notes to the applicants in accordance with the terms of
the open-ended scheme; and
d. Receiving

ii. Any body corporate incorpo-

redemption notices,

transfer instructions and conversion
notices from the holders for immediate transmission to the asset manage-

ries on that business in Pakistan.
Principal Officer
A person, by whatever designation called, appointed by a Takaful operator and charged with the
responsibility of managing the
affairs of the Takaful operator.
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Business and Economic Newsflash
Domestic Newsfeed

Investors` Optimism about Pakistan`s Economic
Prospects
$1 billion has been raised
by Pakistan by issuing fiveyear sukuk at the rate of
5.5%. A total interest of
$2.4 billion was witnessed
from across the world. Pakistan received 38% bids from Europe, 27% from
North America and 6% from Asia.
Previously, five-year sukuk was floated at 6.75% in
2014 and 10-year Eurobond was floated by the government in 2015 at 8.25%.
During the last few years, the credit rating of Pakistan
has improved. In the last ratings, Pakistan was rated
as B3 (stable) by Moody’s, B (stable) by Fitch and B
(positive) by Standard & Poor’s. The strong indicator
of Pakistan’s rating improvement is the issuance of
sukuk at a low rate which has boosted investors’ confidence.
Real Estate Sector in Trouble
Almost 90% of the real estate business has collapsed
due to raise in tax by 100% along with new valuation.
If the government does not take any step to resolve
the issue, the remaining 10% business will be closed
down soon as the agents would start sit-ins in front of

October, 2016

FBR offices.
According to the President
of Defence and Clifton Association of Real Estate
Agents, DHA City and Bahria Town should be delisted from FBR valuation table as these areas are included without consent and taking real estate players into
confidence.
As a result, real estate business is being moved to Dubai, Malaysia and other countries. There is also a tremendous decrease in bank transactions.
Agreement Signed to Promote House Financing
The acting governor SBP, Saeed Ahmad said, `House
financing to GDP ratio in Pakistan is currently less
than 1pc. This is one of the lowest in the world. Unless
we effectively promote house financing by using our
existing financial institutions and also create enabling
environment for specialized housing finance institutions, the dire shortage of housing will continue with
its negative social consequences.`
According to him, the two key impediments in housing finance i.e. unavailability of long term liquidity
and issue of foreclosure
laws have now been addressed

and

suggested

CEOs of banks to meet the
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Business and Economic Newsflash

demand of low cost and affordable housing in the coun- that most of the less developed regions in Europe are
left behind.

try.
Furthermore, he said that housing plays a vital role in

Iran wants Asian Investments

the long term economic development. More than forty Iran tried to encourage
industries and 70% of the unskilled labor force are con- Asian firms to invest in
nected with the housing and construction sectors. the country because of
He acknowledged support provided by the government vast opportunities opened
in setting up PMRC which will efficiently connect long- after the lifting of nuclearterm investors with Primary Mortgage Lenders gener- linked sanctions but camating long-term assets in Pakistan.
paigners warned companies not to do so as they
might end up aiding terrorism.

International Newsfeed
Lion`s Share of Bloc`s Investment Plan

Central bank governor told a business summit in Singapore that the GDP of Iran is expected to grow 5%

European Union has spent

this year onwards from 3% over the past two years.

315 billion euro in an in-

A historical deal was signed in January with Western

vestment plan which has

powers to end years of crippling sanctions in ex-

gone to the 15 richest coun-

change for curbs on its nuclear programme, which

tries in the bloc, leaving the

Iran has long insisted was for peaceful purposes ra-

other 13 poorer ones.

ther than building atomic weapons.

Italy and Spain have benefitted the most in financing He also said that Iran has the world`s biggest gas refor projects in innovation and infrastructure, along serves and the third largest oil reserves but outside
with Britain, which voted to leave the bloc in June. oil and gas, investors can also seek opportunities in
The plan seeks to attract private funds to finance in- other sectors.
vestments, the more risky parts of which are covered Iran has $450 billion economy, skilled workforce, 80
by the European Fund for Strategic Investment (EFSI) million population and cheap access to energy reusing 21 billion euros of public money.

sources. But the US and the European Union contin-

The programme generated 104.75 billion of investment ue to impose penalties against Iran over its support
by the end of June. However, the problematic part is for armed movements and human rights record.
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Regulatory Newsflash
Compliance with Regulatory Standards

The Securities and Exchange Commission of Pakistan has

framework for modarabas and approved concept paper for structural reforms.

enhanced compliance with global securities regulatory In order to resolve the issue of resource mobilistandards in order to implement reforms in Pakistan`s regu- zation, a new concept of fundraising through islatory, legal and supervisory architecture.
The top priority of the SECP is to implement review recom-

suance of term equity certificates has been introduced.

mendations of IOSCO Assessment Committee as this would New limits regarding holding of modaraba comimprove compliance to around 80% from the existing which pany and its related parties in modaraba have
is 62%. A comprehensive risk-based inspection plan cover- been proposed along with various risk manageing brokers has been implemented by SECP along with the ment measures to help promote modarabas as
powers for offsite surveillance.

pure Islamic financial institutions .

Approval of First Licence for Private Equity Fund

GLOSSARY

The first ever application for a private equity and venture
capital fund has been approved by the SECP under the newly

Accuracy

enacted Private Funds Regulation, 2015 which has comprehensive features such as investment strategy, disclosure of
periodic information to investors, valuation procedure, etc.
It is the first step taken by SECP for regulation of private
pools of capital that are raised locally for deployment by various types of investment funds. Lakson Investments Limited

Beneficial Ownership
Central Depository
Gross Profit
Legal Proceedings

will be allowed to launch private equity and venture capital
funds as well as alternative funds.
Modarabas as Islamic Financial Institutions
The Securities and Exchange Commission of Pakistan in-

Nominal Capital
Pledged Assets
Redemption

tends to promote modarabas as Islamic financial institutions. The Commission reviewed the entire regulatory
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Investment Quotes and Jokes

“Speculation is an effort, probably unsuccessful, to turn

“October: This is one of the peculiarly dangerous months

a little money into a lot. Investment is an effort, which

to speculate in stocks. The others are July, January, Sep-

should be successful, to prevent a lot of money from be-

tember, April, November, May, March, June, December,

coming a little.”

August and February.”

― Fred Schwed Jr.

― Mark Twain
A stockbroker was filling out a job application when he

“Every portfolio benefits from bonds; they provide a

came to the question:

cushion when the stock market hits a rough patch. But

"Have you ever been arrested?"

avoiding stocks completely could mean your investment

He answered no to the question.

won't grow any faster than the rate of inflation.”

The next question, intended for those who answered the

― Suze Orman

preceding question with a yes, was "why?"
Nevertheless, the stockbroker answered it
"Never got caught."
“There seems to be an unwritten rule on Wall
Street: If you don’t understand it, then put your
life savings into it.”
― Peter Lynch
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Markets In Review
Monthly Review
Pakistan
Stock
Exchange

KIBOR
(6 Months)

Crude Oil
(WTI)

Bid %

100 Index

Offer %

47.80

Beginning

5.81

6.06

Beginning

40,541.81

Ending

48.50

Ending

5.80

6.05

Ending

39,893.84

Change

+0.7

Change

-0.01

-0.01

Change

-647.97

Gold

Silver

10 Grams

10 Grams

Beginning

Rs.44,400

Beginning

Rs.634.28

Ending

Rs.43,036.52

Ending

Rs.602.69

Change

-1363.48

Change

-31.59

Source:
forex.com.pk
sbp.org.pk

Beginning

Foreign Exchange Rates
GBP (£)

EURO (€)

USD ($)

Buying

Selling

Buying

Selling

Buying

Selling

Beginning

Rs.135.79

Rs.136.05

Rs.117.14

Rs.117.36

Rs.104.30

Rs.104.50

Ending

Rs.127.13

Rs.127.37

Rs.114.41

Rs.114.63

Rs.104.30

Rs.104.50

Change

-8.66

-8.68

-2.73

-2.73

0

0

DETAILS:
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