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By a correspondent

KARACHL The Fuancial Markels
Assoclation of Palkistan (I'MA) and
‘| the Renters Pakiston Ltd have an-
nounced the introduction of the
Pakistan Govermment Bond Index
(PG, under the initiative of the
State Danlk of Palkistan (SBP) from
Iebruary 21, 2006,

The I'MA and the Reuters
would provide the Total Relun
Index ('TR1) and the Clean Price
Index (CPI) as two indices for the
ket particlpants, sald an officinl
statement of the 'MA on Tuesday.

The TRI caleulates the price
performance and the income paid
assuning that the coupon is rein-
| vested back In the portlolio, while
the CPI teacks the daily price per-
formance of the market.

In aldition, a modified duration
calculation of the portlolio pro-
vides a risk measwre, The indices
.| are composed of selected liquid
sovernment hond issues choson by..
Lhe tucll1_11#;;14:!,.;1,!,1;_11}1,1.'@& of IMA,
{mhtmltjm T

The indices will be caleulated
daily for the settlement day of the
market. The validated closing mar-
kot prices for the selected bond is-
sues will be souwrced from the pri-
wury dealers, !

“Tor this purpose a Bond Fixing
Pagge (PEBIY) has been established
on Reuters. The use of market
prices will reduce bias in caleulat-
ing the fudex, In essence the index
will be priced by the macket for the
warkel,” the stalenent maiutained,

The used methodology for
index caleulation is in conformily
with the standardised rules of the

suropean Federation of Finaneial
Aualysts Socleties, Buropean Bowd
+ | Commission and 1SMA.
The adopled methodology is al-

A'MA, Reuters
‘ntroduction of PGBI

announce

several emerging and developed
econoinies like Indfa, Thailand, Tai-
wan, Twley, Hongl Kong ete.

The PGBI indef is constructed
with the consullation of the central
badk (SDP) and the mavket partic-
ipanls and is mavaged by a neutral
third party (Reuters). In essence
the index would 11& o true repre-
sentative of the migrket,

The index would include ouly
those securities i which an in-
vestor can deal al gjshort notice Le.
liguid issugs anfl Firm prices
should exist for] all consistent
bonds. i

Index caleulation should accu-
ralely reflect the actual changes in
the value ofithe portfolio consist-
ing of the inglex securities,

Index vakies are inade available
on the sameglday 0 managers can

- easure perforance inunediately,

and make tighely adjustments to in-
vestinent slrategy: i

The index is flexible to accow-
modate the needs of individual
portiolio managers, while ihvests |

CHiEfTanagers will know which® |

secuttlties are included in the ndex
and how it is constructed,

The objective of the PGB is to
provide tracle daily performance of
the market and track total returns
for fixed income investments be-
sides track historical performance
and volatility and provide risk mea-
sures and Lransparency,

The investment managers can
also measure theivjperformance by
using these Illdll:l‘:“]].l PGDI as a reli-
able tool, i

The PGBI forins an excellent
benclunark to meisure the perfor-
mance of tie emerging fixed in-
come mutugl fund markets added
the statement. !/

" The Pakistan fmerging Bond
Index will assistihoth Toeal and




