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DIRECTORS’ REPORT TO THE MEMBERS

On behalf of the Board of Directors of KASB Securities Limited, | am pleased to present the unaudited
standalone and consolidated financial statements of the Company and review for the quarter ended March
31, 2011.

Economic Review

1Q11 witnessed positive glimpses on the macro front. Despite political opposition, the Government initiated
reforms by announcing revenue generation measures which included 15% flood tax surcharge and removal
of GST exemptions on a number of items. These measures should, in part, help Pakistan present its case
for disbursement of committed sovereign flows (especially IMF) where lack of reforms has been cited as
a key reason for non-disbursement. The reforms combined with relative moderation in inflation pressures
(CPl'in 1Q11 came in at 13.4% compared to 15.4% in 4Q10) and stability on the external account (exports
and remittances) provided SBP the comfort to maintain discount rate at 14%. In addition, the SBP also
restored the forward cover facility on imports which had been suspended since 2008. The key question
however remains on the sustainability of these improvements going forward, especially in a rising crude
oil price environment as Pakistan is a net importer of oil.

Equity Market Review

1Q11 witnessed a lackluster performance at the KSE as compared to the historically strong 1Q performance.
The KSE rounded off 1Q11 down 1.8% compared to Dec-10 levels, which was its first negative 1Q reading
in a decade. In addition volumes too dipped to US$68mn/day compared to US$77mn/day during 1Q10.
The key reason for this was a slowdown in FPI flows (US$52mn in 1Q11 vs US$145mn in 1Q10) as the
geopolitical crisis in the Middle East and North Africa region lowered risk appetite of international investors.
In addition, the lukewarm response to the keenly awaited leverage product, Margin Trading System added
to the lack of excitement at the bourses.

Debt and Currency Markets Review

The money market started off the year 2011 with expectations of an increase in the benchmark interest
rate. However the State Bank decided to adopt a wait and see approach which came as a pleasant surprise
to the market. Market participants’ altered view on the interest rates also reflected in participation patterns
during T-Bill auctions where participants continued to prefer the 6 month T-Bill over the 3 month bill, which
had been the preferred choice for the preceding few months.

Pak Rupee also remained stable during the quarter recording gains of 0.8% vs Dec-10 levels. The stability
in external account driven by better export proceeds and record high remittances was the key reason
underpinning the stability in currency during the quarter.

Operating Performance

During 1Q11 the Company reported Net Loss (after tax) of PKR 9.80 mn as compared to Net Profit (after
tax) of PKR 16.12 mn in 1Q10, main reason being reversal of provisions of PKR 20.68 mn in 2010.
Breakdown is as follows:

QUARTER ENDED MARCH 31,

2011 2010

PKR mn PKR mn
Brokerage and fee 54.42 70.78
Other Operating Income 12.88 7.94
Gain on Sale of Investments-net 23.37 12.83
Dividend Income 2.77 5.32
Unrealized gain/(loss/impairment) on investments 4.78 (16.17)
Other Income 4.74 3.59
Total Income 102.96 84.29
Operating and Admin Expenses (78.55) (67.30)
Financial Cost (21.01) (17.90)
Total Expenses (99.56) (85.20)
Net Profit / (Loss) (before provisions) 3.40 (0.91)
(Provisions)/Reversals (11.37) 20.68
Taxation (1.83) (3.65)
Net (Loss) / Profit after tax (9.80) 16.12
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Net profit (before provisions) in 1Q11 was a positive PKR 3.4 mn as compared to negative PKR 0.91 mn
in 1Q10.

Lackluster performance at KSE as highlighted in our Equity Market Review, resulted in lower brokerage
volumes/revenues. Better utilization of funds however resulted in an increase in Other Operating Income
+ Investment Income to PKR 39.02 mn from PKR 26.07 mn in 1Q10.

Credit Rating

The Pakistan Credit Rating Agency (PACRA) has maintained the Company’s long term rating at “A” (Single
A) and short term rating at “A1” (A One). The rating of the secured TFC issue of PKR 500 million has also
been maintained at “A+” (Single A plus). These ratings denote a low expectation of credit risk emanating
from a strong capacity for timely payment of financial commitments.

Future Outlook

Looking ahead, with the introduction of reforms, external flows are expected to materialize as most donors
had pegged further disbursements to the IMF program. Commodity prices however remain a key risk as
ever increasing oil prices are likely to hurt Pakistan macros.
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On behalf of the Board of Directors

Syed Asghar Ali Shah
Chairman

Karachi: April 23, 2011
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