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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 condensed interim financial statements for the Nine Months period ended 
31st March 2015.

Economic Review 

The economy continued to recover in 3QFY15, on the back of an improving global economic outlook, 
as well as sound economic policies enacted by the incumbent government. As crude oil prices 
continue to hover in the USD50-60/bbl range, our economy has been a beneficiary, as inflation has 
fallen (the CPI clocking in at 5.1% YoY in 9MFY15, compared to 8.6% in 9MFY14). State Bank of 
Pakistan slashed the discount rate by 150 bp in 3QFY15 to 8%   which should help further stimulate 
economic activities. The revival of the economy can also be gauged by looking at the current account 
deficit, which has been reduced to USD 1.6 billion for Jul-Feb15, from a deficit of USD 2.5 billion in the 
corresponding period last year.

Tax revenues have improved 12.0% YoY in 9MFY15, which augurs well for reducing the fiscal deficit 
and meeting the government’s target of 4.9% of GDP. Also, the country continues to receive IMF loan 
tranches, following consecutive successful reviews, and Coalition Support Fund installments along-
side remittances, which are up by 15.0% YoY to USD 13.33 billion in 9MFY15. In addition, Moody’s has 
also upgraded country Outlook from ‘Stable’ to ‘Positive’, which is expected to help increase FDI as 
well as FPI.GoP’s divestment of 41.5% stake in HBL will also add $ 764 mn into the SBP’s reserve 
balance.

Capital Markets Review

Equities

The stock market maintained its upward momentum during the first month of 3QFY15, reaching an 
all-time high of 34,827pts. The market underwent a massive decline in the latter half of the quarter, due  
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to a one-off situation, where a foreign fund 
liquidated its holdings in the capital market, 
triggering panic selling as investors rushed to 
offload their equities to beat the downward trend. 
As a result, market capitalization declined by 
9.7% QoQ to reach USD 66.3 billion at the close 
of 3QFY15. The quarter also saw foreigners 
divesting their holdings, with Foreign Investors’ 
Portfolio Investment (FIPI) recording net selling 
of USD 131 million during the quarter, compared 
to net buying of USD 36 million in 3QFY14. The 
average daily traded volumes dropped by 6.9% 
YoY to 200 million shares during 9MFY15, 
however the average traded value has risen by 
27% YoY to USD 129 million.

Debt and Money Market

As far as monetary sector goes, government 
borrowing  increased by 4.87% during  9MFY15, 
however at a slower  pace than in the same 
period last year (5.21% during  9MFY15). 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, on average, by 200bps 
and 390bps, respectively, during 9MFY15.

Financial Performance

By the grace of Almighty Allah, your Company 
has continued to perform well and achieved 
healthy profitability during the nine months of the 
fiscal year 2015. The Company has posted after 
tax profit of PKR 623 million which translate in an 
EPS of PKR 11.35.

During the period under review, the brokerage 
division revenue witnessed an increase of 17% 
revenue from the same period last year in the 
stock market where overall volumes are showing 
decreasing trends by 7% YoY at PKR 212 million 
(PKR. 181 million). The Corporate Finance 
income sizably increased by 135% to PKR 89 
million (PKR 37 million) from last year with the 
help of successful completion of equity & debt 
market IPO’s and secondary offerings. The 
Company’s investment portfolio has yielded 
healthy realized and unrealized revenue of PKR 
561 million.

The administrative expenses for the period stood 
at PKR 188 million compared to PKR 123 million 
in the corresponding period last year. Our 
finance cost for the period remains stabilized at 
PKR 185 million (PKR 185 million).

The equity of the Company as at the balance 
sheet date is PKR 2.36 billion (June 2014: PKR 
2.01 billion) which translates into book value per 
share of PKR 43 (June 30, 2014: PKR 36). The 
increased equity level has also allowed for 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 
promising in every aspect of the business. 
Moreover, better relationship management with 
institutional clients locally through efficient 
delivery of services has enabled your Company 
to be in a perfect position to increase its market 
share. 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, your 
company is engaged in number of advisory 
mandates out of which some will mature in next 
quarter. . 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 the first nine months of the 
period, including Pakistan Petroleum Limited, 
Saif Power Limited and Synthetic Products 
Enterprises Limited. Your Company has also 
been part of the monumental transaction of 
Habib Bank Limited which has been the largest 
capital market transaction not just in Pakistan but 
the entire Asian Frontier Markets region. A 
number of other advisory transactions are in the 
pipeline to further boost the Company’s 
standingas well as the profitability in the quarters 
to come. 
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We record our appreciation to our customers, 
stakeholders, parent company, the State Bank of 
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CONDENSED INTERIM FINANCIAL INFORMATION
For the Nine Months and Third Quarter Period

Ended March 31, 2015
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