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Directors’ Report
The Directors of Arif Habib Limited (AHL) are pleased to present the Directors’ Report of the Company 
together with interim financial statements for the Half Year period ended 31st December 2014.

Economic Review 

The economy has shown visible signs of improvement with falling crude oil and commodity prices leading to CPI clocking in 
at 6.1% during First Half of Financial Year 2015 (1HFY15). Foreign exchange reserves have similarly received a boost from 
Eurobond and Sukuk issuance, unilateral/bilateral funding and  dwindling oil prices enabling Forex reserves to accumulate to 
USD 15.2 billion by 1HFY15. The PKR also gained 5% against the USD during 1HFY15 period due to aforementioned factors. 
With decreasing inflation and improving economic situation, the State Bank of Pakistan slashed the discount rate by 50bps to 
9.5% during the period, with further cuts highly expected during subsequent periods, which bodes well for increasing 
investment in the economy.

Capital Markets Review

Equities

During 1HFY15, the Karachi Stock Exchange – 100 Index (KSE-100 Index) recorded a return of 8.4% to close at 32,131 
reaching historic highs during the period on 5th December 2014 at 32,149 points. Total market capitalization increased to
USD 72.4 billion as compared to USD 56.6 billion last year. Declining fuel prices, lower inflation readings, higher corporate 
earnings, greater foreign inflow, planned energy reforms and declining policy rate by the central bank were some of the major 
contributors to the bullish trend witnessed in the KSE-100 Index. Foreign Investors Portfolio Investment (FIPI) recorded a net 
inflow of USD 113 million in 1HFY15 (Net outflow of USD 13 million during 1HFY14), reflecting the positive expectations of 
international investors about Pakistan’s Capital Markets. Moreover, liquidity improved during the period, with greater 
investment coming in alongside privatization efforts by the government, attracting investors into the lucrative investment 
landscape. Though average daily traded volumes dropped by 7.3% YoY to 179 million shares during 1HFY15, average 
traded value rose by 16.4% YoY to USD 112 million. 
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Debt and Money Market

As far as monetary sector goes, government borrowing 
increased by 4.7% during 1HFY15, however at a slower 
pace than in the same period last year (10.3% during 
1HFY14). The declining borrowing requirement from the 
government in the wake of increased foreign inflows, 
coupled with marked decline in CPI readings, led to visible 
decline in the yield of Treasury Bills and Pakistan 
Investment Bonds (PIBs), which were down by 54bps and 
260bps, respectively during 1HFY15.

Financial Performance

By the Grace of Almighty Allah, your Company has 
continued to perform well and achieved healthy 
profitability during the 1HFY15. The Company has posted 
after tax profit of PKR 479 million (PKR 309 million) which 
translates into an EPS of PKR 8.70 (PKR 5.62).

During the period under review, the brokerage division 
revenue witnessed a sizeable increase of 40% clocking in 
at PKR 140 million (as compared to PKR 100 million from 
the same period last year). This was inspite of over all 
market volumes showing decreasing trends of 7.3% YoY. 
The Corporate Finance income massively increased by 
500% to PKR 68 million from last year PKR 11 million with 
the help of successful completion of equity & debt market 
IPO’s/secondary offerings and other corporate finance 
transactions. The Company’s investment portfolio has 
yielded healthy realized and unrealized revenue of
PKR 529 million (PKR 329 million).

The equity of the Company as at the balance sheet date 
is PKR 2.2 billion (June 2014: PKR 2 billion) which 
translates into book value per share of PKR 40.30 (June 
30, 2014: PKR 36.60). The equity level raised is spite of 
the release of PKR 275 million reserves for cash 
dividends approved in the AGM held on
September 27, 2014.

Future Outlook

With a more focused approach, your Company has 
managed to increase its market share in both brokerage 
and corporate finance. With our increased emphasis on 
attracting foreign clients, which has provided highly 
encouraging results so far, the future outlook of your 
Company looks extremely promising in every aspect of 
the business. Moreover, better relationship management 
with institutional clients locally through efficient needs 
servicing coupled with a superior brand image has 
enabled your Company to be in the perfect position to 

capitalize on additional market share availability. Through 
greater investment in research services a larger number 
of companies are in coverage, which should allow for 
increased traded volumes in the future. Furthermore, 
there are increased cases of public offerings expected in 
the future, including government and semi-government 
companies, with your Company in prime position to gain a 
sizeable chunk of this business. We are bullish on the 
possibilities of further improving our investment portfolio 
as the market still has a lot to offer. Your Company was 
successful in completion of noteworthy transactions 
during 1HFY15, including Pakistan Petroleum Limited, 
Saif Power Limited and Synthetic Products Enterprises 
Limited while a number of advisory transactions are in the 
pipeline to further boost the profitability as well as 
company’s image  in the quarters to come. 

Acknowledgement

We are grateful to the Company’s stockholders for their 
continuing confidence and patronage. We record our 
appreciation to our customers, stakeholders, Parent 
Company, the State Bank of Pakistan, the Securities & 
Exchange Commission of Pakistan, the Central 
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of Karachi, Lahore and Islamabad Stock Exchanges for 
their continuing support and guidance, without which we 
would not be able to pursue our strategy and goals. We 
acknowledge and appreciate the hard work put in by the 
employees of the Company during the period.

For and on behalf of the board;

Muhammad Shahid Ali Habib 
Director & Chief Executive Officer
January 23, 2015
Karachi. 
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CONDENSED INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS PERIOD ENDED

DECEMBER 31, 2014
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