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Rahim Yar Khan

Plot No. 29, City Park Chowk
Town Hall Road

Ph: (92-68) 5873252 and 5873254
Fax: (92-68) 5873251

Email: kasbdirect@kasb.com
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THK Associates (Private) Limited

Ground Floor, State Life Building No.3

Dr. Ziauddin Ahmed Road, Karachi, Pakistan
Ph : (92-21) 111-000-322

Fax: (92-21) 35655595

Interim Financial Statements September 2011 | 3




® KASB SECURITIES
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, 2011.

ECONOMIC REVIEW

Pakistan’s economy has seen a consolidation phase of sorts in 2011 following the setback from the floods in latter half of 2010.
To the government’s credit, it has been able to reign in borrowing from the State Bank to allowable limits, despite fiscal pressures
from subsidies and relief activities for the recent Sindh centric floods and Punjab centric dengue fever. In addition, inflation
has receded off a high base to clock in at 11.5% in Jul-Sept 2011. The combination of the two factors allowed the State Bank
to lower discount rate by 50bp to 13.5% during 3Q which was followed by another 150bp cut in October 2011 to 12%.

Challenges remain, where pace of revenue reforms and de-subsidization is slower than required and points to a threat of fiscal
pressures. This has also resulted in continued suspension of the IMF program where the future is likely to become clearer in
the remaining part of the year. Moreover, the global economic slowdown and its impact on exports and remittances remain a
concern on the external front.

STOCK MARKET REVIEW

After a reasonable start to the year, KSE’s performance dwindled and posted 2% negative return in the nine months of 2011.
The July-September quarter alone saw KSE-100 index post negative returns of 5.9% QoQ, which is the worst quarterly reading
since 4Q08. Two key factors leading to the market's weak performance were 1) the unrest in Middle East and 2) the economic
concerns that started emerging in the United States and Eurozone countries. These crises kept the market jittery over the
threat of foreign outflows, although the actual outflows were a nominal USD 16 mn.

Uncertainty on capital gains tax rules and lukewarm response to MTS (leverage product) continued to keep investors on the
sidelines. This resulted in average daily volumes receding by 30% to 85 mn shares (PKR 3.7 bn in value terms) during Jan-
Sept 2011 and 59mn shares/day during Q3 2011 (PKR 2.8 bn in value terms).

MONEY AND CURRENCY MARKET ROUNDUP

Money market remained stable during the first half of the year 2011 with State Bank of Pakistan (SBP) keeping its policy rate
sticky at 14%. However following the 50bps cut in discount rate in Jul-11, cut-off yields for T-bills declined by 46-60bps and
for PIBs were down by 78-83bps during the quarter. Additionally, SBP propped up its open market operations in order to
manage liquidity which remained under pressure during the third quarter. Apart from fortnightly T-bill auctions, seven PIB
auctions along with two ljarah Sukuk auctions were conducted by SBP during the year in line with government’s growing
reliance on banks for financing its deficit.

The inter-bank currency market saw relative stability for most part of the year but grew volatile during 3Q 2011 with PKR losing
1.7% of its value against the USD to close the quarter at PKR 87.48/USD. The growing dollar demand during the quarter was
an outcome of factors such as (1) higher QoQ current account deficit and backlog of oil import payments (2) higher markup
payments and (3) withdrawals during the pre-Haj season.

OPERATING PERFORMANCE

During the period to September 30, 2011, the Company reported Net Loss (after tax) of PKR 122.55 mn (PKR 44.71 mn in
quI-szayallquaner) as compared to Net Loss (after tax) of PKR 23.59 mn during the same period in 2010. Summary breakdown
is as follows:

AMOUNTS IN PKR MILLIONS
Nine months ended 3rd Qtr ended
September 30, September 30,
2011 | 2010 2011 2010
Operating revenue 180.47 257.94 22.76 51.99
Net unrealized (loss) on investments

‘at fair value through profit and loss’ (7.20) 1.85 10.43 2.82
Other income 19.23 9.27 5.68 2.35
Total revenue 192.50 269.06 38.87 57.16
Operating and admin expenses (217.12)  (208.78) (64.94) (63.33)
Operating (loss) / profit (24.62) 60.28 (26.07) (6.17)
Financial cost (55.64) (54.01) (15.14) (18.04)
Provisions / impairment (36.66) (25.37) (1.47) 7.43
Net loss (before taxation) (116.92) (19.10) (42.68) (16.78)
Taxation (5.63) (4.49) (2.03) 4.67
Net loss (after taxation) (122.55) (23.59) (44.71) (12.11)

Factors highlighted in the Stock Market Review, including the fact that the quarter saw KSE-100 post negative returns of 5.9%
QoQ, plagued brokerage volumes and resulted in losses on trading in equities which was reflected in lower Operating revenues
as compared to last year. Operating revenue for the July-Sep quarter was likewise lower than the revenue for same quarter
last year.

Despite challenging circumstances, the management kept a strong focus on increasing market share and client acquisition.
This included holding seminars/presentations, opening new branches and launching an aggresive promotion campaign for
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