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DIRECTORS’ REPORT TO THE MEMBERS

The Board of Directors are pleased to present the unaudited financial statements of KASB Securities
Limited (the “Company”) for the nine months ended September 30, 2010 along with the stand alone and
consolidated financial statements for the same period.

ECONOMIC REVIEW

Following the rebound off the lows witnessed in 2008, stabilization process of Pakistan’s economy continues
to face challenges, which have been compounded by the flash floods which hit the country in Jul-Aug
2010. The increased cost of relief and rehabilitation efforts combined with the uncertainty on disbursement
of committed foreign flows is expected to keep pressure on the fiscal account and balance of payments.

Inflation too reared its head again as YoY CPI averaged ~13.3% during Jan-Sep 2010, compared to a low
of 8.9% in October 2009. The increased inflationary pressures combined with the rise in fiscal pressures
compelled the State Bank of Pakistan to take corrective measures and it raised the discount rate by a
cumulative 100bp to 13.5% in 3Q10.

STOCK MARKET REVIEW

KSE posted a return of 6.6% during Jan-Sept 2010. While macro pressures have influenced KSE’s direction
during the period, a key driver for the KSE has been the continued foreign portfolio inflows. Total FPI has
clocked in an impressive US$387mn in the first nine months of the calendar year, compared to a marginal
outflow in the same period last year.

Volumes, however witnessed a 57% YoY decline averaging US$52mn/day during the period compared
to US$91mn/ day in the same period last year. The key drag on volumes has been the decision in Feb
2010 to impose Capital Gains Tax on the bourses effective Jul 2010. In addition lack of progress on
reintroduction of a leverage product has also played a part in restricting volumes at the KSE.

OPERATING PERFORMANCE
During the nine months of 2010, the Company reported Net Loss (after tax) of Rs. 23.59 mn (Rs.12.11

mn during July-Sep Quarter) as compared to Net Loss (after tax) of Rs. 190.25 mn during the nine months
of 2009. Breakdown is as follows:

9 MONTHS ENDED 3RD QTR ENDED

2010 2009 2010 2009

Rs. M Rs. M Rs. M Rs. M

Operating Revenue 231.64 250.59 46.53 89.63
Gain on Sale of Investments 26.30 68.18 5.46 57.24
Other Income 9.27 9.99 2.35 3.48
Total Income 267.21 328.76 54.34 150.35
Operating and Admin Expenses (208.79) (174.83) (63.33) (59.94)
Financial Costs (54.01) (66.67) (18.04) (18.77)
Total Expenses (262.80) (241.50) (81.37) (78.71)
Net Profit / (Loss) (before provisions / revaluation) 4.41 87.26 (27.03) 71.64
Reversals / (Provisions) 10.28 (100.22) 7.43 (0.61)
Revaluation / (Impairment) of Investments (33.79) (150.63) 2.82 3.1
Net (Loss) / Profit before tax (19.10) (163.59) (16.78) 74.14
Taxation (4.49) (26.66) 4.67 (15.09)
Net (Loss) / Profit after tax (23.59) (190.25) (12.11) 59.05

Significant pressures on market brokerage volumes starting in the later part of 2nd QTR resulted in decline in
total operating revenue during 3rd QTR (Rs.46.53 Million) as compared to 2nd QTR (Rs. 83.82 Million) while on
the other hand, investment income (including Capital gains/dividends) recorded a marginal decrease in 3rd QTR
(Rs. 5.46 Million) as compared to 2nd QTR (Rs. 8.01 Million).

CREDIT RATING

The Pakistan Credit Rating Agency (PACRA) has assigned long term rating to the company of “A” (Single A) and
short term rating of “A1” (Single A One). The rating of the secured TFC issue of Rs. 500 Million is “A+” (Single
A plus). These ratings denote a low expectation of credit risk emanating from a strong capacity for timely payments
of financial commitments.
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FUTURE OUTLOOK

As has been the case for the last few months, materialization of committed foreign flows remains a key
driver of the economic situation. On the market front however the introduction of a leverage product remains
the key to reviving volumes which continue to meander despite the support from FPIs.

To face continued industry pressures the management will continue its focus to enhance market share
and diversify i.e. add new revenue streams through new products and value added services. A further two
branches are to be added in the 4th QTR.
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On behalf of the Board of Directors

Syed Asghar Ali Shah
Chairman

Karachi: October 28, 2010
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