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Message From The CEO

The last few years have seen a/
growth in size, quality and soph
capital markets, because of cha
policy and regulatory environme

entrepreneurial initiatives of indivs

and institutions, and the availak - ©8 - OEAI T AA

trained manpower. The continuing growth

of capital markets is further adding to the dicanaad fi

professionals.

Institute of Capital Markets is dedicated to the profe
ment of capital markets and research on capital ma
the well being of capital markets by educating the p
about the norms and ethics being practiced in the n
had a pioneering role in meeting the demand for ed
er. It is Pakistan's first specialized institution devote The economy is changing all the time. The Institute
tion and updating of knowledge of manpower for ca responding to these changes positively, it can cont
will provided-bigadity educational standards for all tyj namic development of the country's capital markets
tal market participants; investors, brokers, mutual fu the economy itself.

banks and policy makers.

The Institute's main activities are (1) Licensing the
working in the capital

responsibility is to educate the professionals workirg
capital markets of Pakistan through examining thei

their relevant field of work; (2) Studying the latest devel

the capital markets in order to discover whether the

thireg astahiideal market economy; and (3) Contrib(l [

opment of capital markets in Pakistan. By means
tivities the Institute seeks to communicate its ideas

first and foremost, to be neutral, professional and
in practice, it aims to contribute to the healthy dev
stani capital markets as well as to related policies |

both at home and ovEnsdastitute's research is inte{

neutral and professional studies of how these marllt\t/

nancial system are regulated and organized and h
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Introduction To The Organization

Thénstitute of Capital Mafket<C M) P a ke

ties market institute, has been established as ¢ ' \

form to develop quality human capital, capam Insmme Of capltal Markets
emerging professional knowledge needs of caprern....c.c ..

create standards among market professionals. The Institute has been envisiong
Ing examinations leading to certifications for different segments of the capital
also provide a platform for research & development, exchange of ideas and ca
Markets issues.
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02 \ An Introduction to Fixed Income Securities
and Markets

Fixed Income Securities (FIS) are tradable finapaia!linatarimaanta
that make up a serieslefgoreinable future cash 1 w
FIS are dbbsed securities and are not loans. Tl
enables an investor to trade these securities in
kets before the maturity date. These securities
Fixed Income Securities Markets (FISM), whick
of shoterm as well astengsecurities. FIS with r
periods of less than one year are referred to as

securities and FIS with a maturity of more than

termed as Capital Market securities.

Unlike equity markets, Fixed Income Securities and Markets (FISM) are dealer markets. Des
may be difficult to trade debt securities in the market due to illiquidity and unavailabibbiyaké i
other side of the transaction. The liquidity in FISM is provided by the dealers or the markids

that investors are willing to sell and vice versa.

Contrary to popular belief, the scope and magnitude of debt markets are much greater than
to the McKinsey Gl obal |l nstituteds r epdokt
mar ket 6s capitalization of $54 tril | i obywovi
ernments. While firms can opt to raise funds either by equity or debt, governments rely otfitslg
Government FIS are backed by the full faith and credit of the government. The probability of
|l ow due to governmentos ability to genera

virtually riflee. The government FIS are highly liquid securities.

Besides sovereign governments, the FIS can be issued by supranational organizations (Wo

Fund); reovereign governments (provincial or municipal governments); and companies. All b
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possess a rating that is assigned by a credit rativey bgdn@d for the life of the bond or floating
such as Moody's Investors Service, Standard &aBobke ép&erbank borrowing rate. The Co
or Fitch. The Pakistan Credit Rating Agency Liardege(ieddliRA)ade every six months; howeve
and JBRS Credit Rating Company tiBlearéJtiBan also be made monthly, quarterly, or annus

two credit rating agencies in Pakistan. rates are indicative of the credit rating of the is

The FIS are contractual agreements between i 1R8RFYAYNG interest rates in the econom
the debtholder. The specifications of the legal Y4itBgHEFEredit ratings attract investors eve

outlined iniadentumehich provides details on thePilJ@es- Any change in the market interest

ing aspects of the security: impact the market prices of FIS in a positive 0

ner.
Face Vallihis is also referred to as the par value of the

bond. This is the value that the investor is expe((;?éﬂ’ ‘?@t@@?@me cases, the bonds can be ¢
from the issuer upon maturity. Due to various H?SHIVREEr a particular time period and a

ro economic factors, FIS may trade in the secdfRISHIYRE/SRVersion ratio. The coupon rate

at a discount or premium from face value. vertible FIS is less than that offemavertibnFIS

MaturifFhe maturity date signifies the term of th& B8AG gty of FIS are unsecured; howe

the date when the investors receive the invest&drRilssHed against some collateral or, in o

amount. The maturity periodsimh $H8rmay varyJgd9e. A pledge secures a debt and ensures

tween one day to less than one year. On the offfdrtAgKdNYgStment back in case of a default.

maturity of keexgn FIS may vary between one yéglrla%&ollateral is transferred to the lenders.
thirty years; however, there can be exceptions antbsoney OpSome FIS may be issued with

bonds may be perpetual and are never retired.conditions such as an embedded call or put o

Coupon rAThis is the interest rate that is paid tOBed&R! option is favorable for the issuers
rity holder during the life of the FIS. The coupolF5el9 &Y Le bond for redemption before its
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On the other hand, an embedded put option is
investors as it provides them with an option to

before the maturity date. All the information reg
options and a schedule of redemption is prese

denture.

Covenarithe indenture also lists the terms and

that the issuer is expected to abide by. These

issuer, for example maintaining a certain line ofiRagHIR§FofMBNm loans. The development of
the other hand, negative covenants restrict the ApgHBi &Rt debt market will enable compani

certain action, for example by setting limits on lgvgiagR:pBEst and will improve the allocation

interest coverage ratios, or dividend payments #QessbapaBPidarkets.

ers.
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Term Finance Certificates (TFCs), are issued ¢
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03 \ Guidelines for Structuring and Offering
of Employees Stock Option Schemes 2016

The Securities and Exchange Commission of Rakigjahessxetise price, limitations, disclosure
OGuidelines for St r ucthesgheme,dist @ infdrmabdn fare factsntagbe
Option Schemes 2016 0, listofdatwentsSegureéditodoa sulbnixtédB

Ordinance 1984. Employees Stock Option SChﬂHﬁﬁéﬂYﬁeW

ees the right to buy specified number of sharesp%ﬁgg GOk

ny at a pdefined price. ESOS also provide the”w"u?a%%o%[\?oids
tunity to get ownership in the company.

stock option sch
Previously, the rul esbecaseecdctthef
Stock Option Scheme Rhataeesemploy2
year after year recorded no such offerings but itdeldpd@asssmen
ly different when in 2015, Treet Corporation Linshadeagprgretdol

to distribute 2.97% of its 54 Million issued shares (he Bdidion T

shares) to its employees under this scheme. are also some other reasons for the compani

The main purpose of these guidelines is to stinfRERSFAEGEs. The market float is increasec
the schemes by the companies. ESOS are conthii fd¥gh{nstantly dilutes the stock price
the companies for retaining their key employee@tHo@aLket as well as lowers its book value

dRaysnot always be waiting for a chan

can be used as compensation as well as incenfitf¥FfoPRIgRIGECause ESOS are a form of call

employees the right to buy the stock later at t

vices are critical for growth of the business. ThBQYEER

ees.

_ _ prevails at the time of offer of the scheme.
It is expected that the idea of ESOS would encourage the em-

ployees to developtertonglationship with corporhgsSchemes are structured with an intention
The guidelines provide procedure for structuringsh @ dpfrG0AIoyees and the shareholders. |
of scheme including eligibility criteria, constitutiblRBREFE tigelines would facilitate companie
pensation committee, duties of the committee, BoRE4aGipRRY tool for gaining loyalties of the
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Adjudicating AUthOrtE wisig w s koiony s AT |
S| A GAVBLE |F YOU FOLLOW MY SIMPLE e

A Commissioner or an office— F%‘g"g"ﬂpﬁ”‘;ﬂ “{“f; }mﬁ"ﬂﬁ‘,};ﬂ

GO UP - DONT BUY T,

cising the powers of the Corf

’..-H—

Iia'

0\

in consequence of delegatiol;f \
section 10 of the Act or any| S
being administered by the o

sion.

|
p—
‘-

A pre-determ
be

subscription of the issue.

. . been
retained |

and Finance Companie

sion I n ter

Certificate of Investmen

Deposit

Margin Call

A notice issued in writing by a b
A certificate of investment o

der

Banking and Finance Comp

his client in the form of a letter |

cat e of

ject to acknowledgement or by

licensed by the Commission .
ail (with the onus on the broke

dertake leasing or investme _ A
ance of such notice) requiri

nance services or housing f \ R _
provide additional margin

services and the permissio _ _
maintenance margin.

certificates of investment or

Ter ms

or registered post or fax or by he

Of

Public Announcemehn

Public announcement of off
tention to be made wider se
section 6 or section 8, as th
may be, and includes any a
ment of any competitive bid
quisition of voting shares of

company.

Short Term Facilities

Underwriting Commitmeg

Commi t ment s
and Finance Companies to
] companies at the time of ne
of equity or debt instrument
case the proposed issue of
" debt instrument is not fully s
BEEREN bed, the
e b e

Banking and Finance Comp

W i t ake
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Domestic Newsfeed

| id th . " ,
e eIl e [ said that property prices will increase in next

wonot reduce the dem
According to the banki

investors as now overseas Pakistanis are als

perts, the government est in investing in this business to make mon:g

rowing from banks ma*=

down sharply in the ng" = N\ “ =y Revocation of Amendments by Govern

year SInce no New agreas The government revol

has yet been negotiat amendments made in

the International Mon .4 nance Act 2015 in the| /.
Fund. Due to an agreement with IMF, governrqﬁatm%g? faft :

they are”” /. \A
development funds each year to meet the mi“iH?P{Héed’&}QBpment 0

fiscal deficit. Now when there is no new agreemefita 3285 estmentse

sumed that the government may borrow monex\ér&gmﬁ@:{o the chairl.

and spend large money on development due tNﬂ"HEth@Fbup the changes made in the E
This would not only increase risk, but also cut prafiis WBiChayersed and incentives to REITS
are already falling because of low interest rate BaBKS,03K& is a new concept that needs a s
invested over Rs.6 trillion in government papers,ant 1o develop which will provide investors

Currency Dealers said that the exchange rate WSHmlﬂ@sb%oost local and foreign investme

affected if the government withdraws Federal %Sﬁ\BLﬁys%ure and liquid investment aven
16% in the budget for FY17. The changes made in the budget include rein

According to the property dealers, it is the Onlyégﬁ@ﬁ*é&iﬁ%mption on Sale of Property 10 ;

has been absorbing huge private liquidity. They Wete cOmMspie till June 2015 (as per Sectio
fortable with rising land prices in main cities of &akisia @R dule of the Income Tax Ordinan

they knew that if g0 VRdsifcRiBnbf invisintnt il REPrtunitd S |

would come to them for funds. The Director of g@yﬁ mi%ich are currently being incorre
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Business and Economic Newsflash

with Money Market or Fixed Income Fund (as pen¢hiesdesbald rock that

Proviso of Ranivision Il of the First Schedule ITcongi¥éy in the marl

Improvement in the Laws

It has been decided b Jhe

government to bring cf.

in the laws regulating f/ =

place with crude from
producers including tl
OPEC cartel, Russia
way.

This week, benchmau

flow and outflow of for* « contract Brent North Sea crude reached $5(

exchange in the count-"1, the first time above $50 and highest level si
well as disclosure of a il vember. US contract (WTI) struck $50.21 a
held abroad by Pakistt“*f s since the start of October.

SBP, SECP and FBR submitted their separate reports on the
MFb)t}Jrned its back in Greece Bailout

methodology to plug loopholes in the system as desir

the finance minister. The abovementioned instifbednseginational Monetan:
advised to further improve and firm up their reéamth@diMia) refused to
tions after mutual consultation. The minister saBteaguerslthird rescue
ments in the laws would be made in the light oftheredhints own finar
mendations put forth by the SBP, SECP and F&mtribution. IMF want

a concrete plan from t| &%

International Newsfeed ropeans to

burden but Euro group finance ministers faileg
Oil reached above $50 the plan. The first

Qil prices surged above $50 for the first time thi®gleuthas she IMF provided Greece with t
londasting global supply glut showed positive didi@fa#\eisgiven any country in trouble. Ho
ing. Futures had plunged owing largely to a gldtesl gapplkg those plans would work so now
glut, fed by rising production of oil extracted fr@¥Pi@gitits own reputation even if it soars rela
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06 \ Regulatory Newsflash

Micrensurance Product approved by SECR directors, chief executive officers, major

SECP has approved a fiesuraiore product named ‘I{?ﬂ?’ promoters and key executives of re

Sehat Tahaffuz Plan’. This product has been apprq\}é%lsfﬁ(b%(ﬁmﬂgm the amended regulatig

hospitalization coveragector‘mvgroups dndome peo;f)lléaS any overdue and past due payment

tions. The federal government has recently adopted the obfsgistraiofn of 625 New Compani

National Financial Inclusion Strategy and aimed to bfgy,imagl%cm,tpof April, 625 new com
broatbased financial services to the people who are! ?H&Efghéﬁ)fﬁ)‘é’izCP As compared to the
ed from the financial sector. _: of the preceding year, it represents an i

Licensing and Operations Regulations i 22%. During the first 10 months of the ¢

The Securities and Exchange Commission of Pakisitgﬁef{aé ,gl%z]ltgg%gompanies were registg

Securities Exchange (Licensing and Operations) Re§ifRigh8V4p £ ¢4 % as compared to the

strengthen the capital market and part of subsidiary:/ f?eﬂiiagﬂgﬁtdﬁ&ér
the Securities Act, 2015. The exchanges need to eh into an agree nHSSARY \

ment with an international securities exchange or I fitm fantsehnolo- S5k L

gy partnership, collaboration, transfer of technical k 1@{1/@@1995@&@1 pro- S

nvestment ort olio LS
to be submitted to - "
Key Stakeholders ozt F 548

ficiency within a specified time period. A comprehecTswe business

velopment plan and biannual report will be require

the SECP by an exchange. B
Listed Company G =&{5~j
Criterion for Financial Soundness and Integlty '
Money Laundering UVKLQ};,JEH”:LB’

The Securities and Exchange Commission of Paki a]gal 12s p%g ! Eﬂed the

NBFC Regulations 2008 and REIT Regulations 2015. The changes have

Share Capital S

been made by the regulator to the regulations in order to systematize /
X 3

_.-"L J"".!.A:‘tl.Jl

Underwrltm e
the criterion for determining the financial soundness and integrity of -
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