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Dear Investor,
 

 

On behalf of the Board of Directors, We are
 
pleased to present

 
MCB Pakistan Stock Market Fund

 

accounts review for the year
 
ended

 
June

 
30, 2019.

  
 

ECONOMY OVERVIEW  
 

Pakistan’s economy inherited myriad of challenges entering into fiscal year 2019, particularly a weak 
balance of payment and fiscal situation. The macroeconomic imbalances were coped with vigilant polic y 
actions from central bank which resultantly took its toll on the economic growth. Gross Domestic Product 
(GDP) growth as per the preliminary estimates slowed down to 3.3% compared to 5.2% witnessed during 
the preceding year. All the three major sectors namely Agriculture, Industrial, and Services witnessed a 
slowdown posting growth of 0.9%, 1.4% and 4.7% respectively. Agricultural gr owth faltered as growth in 
major crops receded, evident from the decline in production of Sugarcane, Cotton & Rice which fell by 
19.4%, 17.5% and 3.3% respectively. Industrial growth also weakened as large scale manufacturing 
(LSM) could not bear the brunt of contractionary policies pursued by central bank to achieve 
macroeconomic stabilization. LSM posted a decline of 3.7% as industries dependent on government 
spending and imports faced reduced demand. Among the major LSM sectors, Automobiles and Iron & 
Steel witnessed a demand contraction of 11.7% and 11.2% respectively. Nevertheless, Services sector 
provided some rescue to the economic growth, thanks to Finance and Insurance (up 5.4% YoY) and 
Government Services (up 8.0% YoY). Dollar denominated size of G DP stood at USD ~280 billion 
compared to USD ~315 billion in the last year, witnessing a contraction of 11%.  
  
At the onset of year, Pakistan was plagued by one of the biggest balance of Payment crisis in its hi story. 
While it was facing a Current Account Deficit (CAD) north of USD 19 billion and external repayments 
worth USD 9 billion, the crisis was compounded by the fact that foreign exchange reserves of mere USD 
~10 billion were at hand. Timely policy action by the central bank particularly adjusting the currency by 
32% during the year helped in arresting the CAD. Real Effective Exchange Rate (REER) dropped from 
the overvalued territory in June 18 to become undervalued by 10%. Resultantly, the CAD contracted by 
32.1% to USD 13.5 billion during the year. While exports growth did not materialize, improvement in CAD 
was driven from declining imports of Non-oil goods and services (down 11.8% YoY) and improved 
remittances (up 9.7% YoY). Default on loan obligations was also averted after Pakistan was successfu l  in 
getting material inflows (USD ~10 billion) from its friendly allies. Although, narrowing current account 
deficit along with bilateral flows did provide some breathing space to the balance of payment,  State Bank 
of Pakistan’s (SBP)  foreign reserves still declined by USD 2.5 billion to USD 7.5 billion due to the gravity 
of external crisis. At last, Pakistan also signed up for an IMF program  during the month of May’19, putting 
all uncertainty to an end on the external front. The staff level agreement  of USD 6.2 billion was reached 
for a period of three years. 
 
The headline inflation as represented by Consumer Price Index (CPI) accelerated to an average of 7.3% 
in FY19 compared to 3.9% in the last year. Higher utility tariffs particularly a hike in gas prices  (up ~64% 
YoY) and increased petroleum prices (up ~23% YoY) contributed to the rise in inflation. The regulato r 
allowed for adjustments in utility tariffs as government eliminated the subsidies, while petroleum prices 
were adjusted after PKR depreciated by more than 30% against USD during the year. Similarly, the 
lagged impact of PKR depreciation resulted in more pronounced inflation in the second half which 
increased to an average of 8.6%, compared to 6.0% witnessed in the first half of the fiscal year. In  order 
to control inflation and bring stability to the macroeconomic imbalances, the central bank continued its 
monetary tightening and increased the interest rates by 575 bps during the course of the year.  
 
Fiscal books of the government continued to deteriorate, with the fiscal deficit reaching an unprecedented 
8.9% of the GDP. Total revenue declined by 6% during the year, marred by a sharp drop in non -tax 
revenue of 44% during the period. Surplus profitability from SBP collapsed to nearly zero, after central 
bank recorded massive exchange losses due to currency devaluation. Tax collection also remained 
dismal as YoY collection remained flat, owing to tax exemptions announced in the last budget and a w eak 
economy. On the other hand, total expenditures incre ased by 11%, despite a 25% cut in development 
spending. The increase in expenditures was propelled by a surge in current expenditures, particularl y as 
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the debt servicing costs escalated by 40% YoY due to increase in interest rates. Government relied o n 
domestic sources to fund its deficit, as financing from external sources (Multilateral agencies) dried up 
since IMF program was not available during the most part of the year. Within the domestic channel, t he 
government relied heavily on central bank borrowing as nearly 70% of the borrowing out of PKR 3 trillion 
was funded through SBP.    
  

On the money market side, the yield curve shifted on upward trajectory after record monetary tightening 
by the central bank during the fiscal year. SBP cited rising inflation, twin deficits and declining forex 
reserves as the prime reasons behind the policy decisions. In the first half of fiscal year,  concerns over 
external front along with unadjusted policy decisions kept market participants at bay from longer tenor 
instruments. However, by the end of the fiscal year as the policy adjustments were fully in place, market 
participants drew much comfort which resulted in a massive demand for longer tenor bonds. In fact, t he 
yield curve turned inverted as 10 Year PIB’s traded at much lower level compare to short term security 
papers.   
 
During the year, SBP persistently tried to develop the market for floating rate bonds by conducting regular 
auctions. The central bank accepted  a cumulative amount of PKR 714 billion at a credit spread of 70-75 
bps over base rate (6M T-bill yield). On the other hand, the government matured PKR 314 billion of Ijara 
Sukuks causing a dearth of Shariah Compliant avenues. However, to fund  the circular debt,  SBP 
introduced Pakistan Energy SUKUK amounting to PKR 200 billion exclusively for Islamic Banks at 80 bps 
premium over base rate. Nevertheless, l iquidity position throughout the period remained comfortable 
owing to regular OMOs conducted by SBP.  
 
EQUITIES MARKET OVERVIEW  
 
The KSE-100 index continued its descent and lost ~19.1% during the year.  Economic slowdown and a 
delay in policy actions vitiated the investment atmosphere and resulted in crisis of confidence. For eign 
participants reduced their equity exposure for most part of the year amidst uncertainty on external front. 
Alongside, a weak economic environment and a rise in interest rates resulted in outflow from local equity 
based mutual funds. Foreigners dumped USD 362 million of equities followed by USD 146 million from 
mutual funds. The selling was primarily absorbed by Individuals (~USD 166 Mn), Insurance Companies 
(~USD 150 Mn) and Companies (~USD 111 Mn). Trading volumes remained low during the year 
averaging around 154 Mn shares representing a decline of ~11.5% YoY.  
 
Amongst the major sectors; Refineries, Oil Marketing Companies, Automobiles and Cements were among 
the major laggards losing ~57%, ~42%, ~33%, and ~32% respectively. While these sectors bore the brun t 
of economic slowdown, exchange losses and margin compression added fuel to the fire causing a huge 
slump in their earnings. On the flip side, Commercial banks outperformed the index as they lost only  
~12% against market fall of ~19%. Midsized quality banks lead the pack as NIMS expansion brought in a 
massive growth in earnings.  
 
KSE-100 stood at a forward Price/Earnings (P/E) ratio of 6.4 x at the end of FY19. It started with a P/E of 
9.5 x at the start of year. While the earnings growth of index remained robust at 10% during the las t year 
as the index heavy weights continued to benefit from the macroeconomic theme (higher interest rates and 
PKR depreciation), the fall in the index is explained by the massive de-rating owing to the weak appetite 
for risk assets during the year.  
 
FUND PERFORMANCE 
 
During the period, PSM generated a return of -16.35% as compared to a return of -19.11% witnessed by 
the KSE100 Index, outperforming the benchmark by 2.76%. Overall equity exposure stood at 88.4%  on  
June 30, 2019. The fund remained vigilant of the external factors and the investment strategy was 
maneuvered considering the fundamental developments. Changes in sector level allocation  include 
decrease in exposure in Cement while allocation was mainly held in Commercial Banks, Oil & Gas 
Exploration Companies and Fertilizers.
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The Net Assets of the fund as at June 30, 2019
 
stood at Rs.

 
9,556

 
million as compared to Rs.

 
10,113

 

million as at June 30,
 
2018

 
registering a decrease of -5.51%.

 
 

The Net Asset Value (NAV) per unit as at June 30, 2019
 
was Rs.

 
79.3006

 
as

 
compared to opening NAV 

of Rs. 94.8056 per unit as at June 30, 2018 registering a decrease of -15.5050 per unit.  

FUTURE OUTLOOK 
 

Policy adjustments by the central bank will result in macroeconomic consolidation thus restricting the 
economic growth in low single digits. IMF forecasts Pakistan GDP growth to  slow down to 2.5% in FY20, 
in the wake of tightening policies pursued by the government. Industrial growth will remain muted 
particularly for the import-driven consumption based sectors. However, export driven industrial companies 
can provide some respite as the government has incentivized the above, while increased power supply 
also eliminates bottleneck for them.  
 
Balance of Payment worries are over for now as current account deficit has adjusted to reasonable le vel 
since the policy actions taken by the central government. The beginning for the year has been very 
promising as CAD for July’19 shrank to USD ~600 million, compared to USD ~2,000 million seen during 
the same period of last year. Our forecast at very conservative assumptions is that CAD will se ttle at 2.7% 
of GDP. We have assumed crude oil prices at USD 70/BBL, which are currently hovering near USD 
60/BBL. After signing up for an IMF program, Pakistan will be able to finance its gross finance 
requirements by tapping into international avenues. Saudi deferred oil facility will also provide a short 
term buffer to foreign exchange reserves. We expect foreign exchange reserves to increase to USD ~13  
billion (up 1.8x) by the end of the current fiscal year. With PKR aligned to its equilibrium levels (Jun’19 
REER at 91) and current account deficit in a sustainable range, PKR should now depreciate nominally 
based on its historical average. 
 
Inflation is expected to pick up to an average of 11.7% in FY20 compared to 7.3% witnessed during the 
last year. Mult iple reason are attributed for the surge in inflation. Firstly, the government is aiming to 
recover the full cost of utilities resulting in the price adjustment of utilities. Secondly, tax exe mptions 
provided to multiple industries have been withdrawn causing a hike in prices. Finally, we have assumed 
PKR to be north of 170 against USD by the end of fiscal year, while crude oil is assumed at USD 70/BBL 
which will keep the overall CPI high. Nevertheless, we expect core inflation as represented by Non F ood 
Non Energy (NFNE) to average below 10.0% for the year. We deem that current real interest rate is 
sufficient to cater for the expected inflation, therefore, in general we do not expect any further i ncrease in 
interest rates. However, more than expected infla tion and any deterioration in fiscal accounts can result in 
modest tightening in the monetary policy.  
 
On the fiscal side, the government is aiming to limit fiscal deficit at 7.4% of GDP for the year. Wh ile the 
final target for fiscal deficit can evolve, nevertheless, it has to meet the primary condition of IMF for 
limiting the primary deficit at 0.6% of GDP. For this purpose, FBR is targeting an ambitious tax col lection 
of PKR 5.5 trillion (up 35% YoY). The budget presented in the parliament proposed PKR 60 0-700 billion 
of tax measures, while the remaining amount was kept contingent on FBR efforts and economic growth. 
On the expenditure side, the government is aiming for austerity measures on the current expenditure 
side, however, it is aiming for an expansi onary Public Sector Development Program (PSDP) of PKR 1.7 
trillion (up 40% YoY). We believe the tax collection target to be highly optimistic and expect a shortfall of  
PKR ~300-400 billion. As a result, the axe can fall on the development spending.       
 
In broader terms, we believe, the last two years market performance (down approx. 45% from peak 
levels) has reflected the concerns on political and economic direction & also reflected in performance of 
cyclical stocks where correction in stock prices is even sharper. We continue to reiterate our stance that 
current levels offer very attractive levels for long term investors with very little downside potent ial. We 
believe upside in stocks shall unveil only gradually as confidence reigns back and economic poli cies 
shape the outlook in the expected manner. Therefore, going forward, stocks offer long term investmen t 
opportunity with rewards for patient investors. We continue to track trends in the economic indicato rs of 
the country and adjust our portfolio accordingly. 
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Our overall strategy is still tilted towards defensive sectors (E&P’s, Power, Fertilizers) while sec tor which 
will benefit from changing dynamics on macro front such as rising interest rates (Commercial Banks) are 
also overweight. In addition to that, government’s strong focus on reviving exports should provide a boost 
to the outlook of export oriented sectors such as Textiles & IT. Despite being negative on cyclicals , we 
believe there are distressed assets and quality companies which should be looked into as they have a 
tendency to provide abnormal returns.  

Corporate Governance  
 

The Fund is committed to implement the highest standards of corporate governance. With six (6) non-
executive directors including two (2) independent Directors on the Board, as governing body of the 
Management Company, the Board is accountable to the unit holders for good corporate governance. 
Management is continuing to comply with the provisions of best practices set out in the code of corporate 
governance particularly with regard to independence of non-executive directors. The Fund remains 
committed to conduct business in line with listing regulations of Pakistan Stock Exchange, which clearly 
defined the role and responsibilities of Board of Directors and Management. 
 
The following specific statements are being given to comply with the requirements of the Code of 
Corporate Governance: 
 

a. Financial statements present fairly its state of affairs, the results of operations, cash flows and 
changes in equity.  

b. Proper books of accounts of the Fund have been maintained.  

c. Appropriate accounting policies have been consistently applied in the preparation of financial 
statements and accounting estimates are based on reasonable and prudent judgment. 

d. International Financial Reporting Standards, as applicable in Pakistan , provisions of the Non-
Banking Finance Companies (Establishment & Regulations) Rules, 2003, Non-Banking Finance 
Companies and Notified Entities Regulations, 2008, requirements  of the  respective Trust Deeds 
and directives issued by the Securities & Exchange Commission of Pakistan have been followed 
in the preparation of financial statements. 

e. The system of internal control is sound in design and has been effectively implemented and 
monitored with ongoing efforts to improve it further. 

f. There are no doubts what so ever upon the Fund’s ability to continue as going concern.  

g. There has been no material departure from the best practices of Corporate Governance. 

h. Outstanding statutory payments on account of taxes, duties, levies and charges, if any have been 
fully disclosed in the financial statements. 

i. The statement as to the value of investments of provident/gratuity and pension fund is not 
applicable on the Fund but applies to the Management Company; hence no disclosure has been 
made in the Directors’ Report. 

j. 
 

k. The detailed pattern of unit holding, as required by NBFC Regulations are enclosed.  

l. The details of attendance of Board of Directors meeting is disclosed in financial statements. 
Below is the details of committee meetings held during the year ended June 30, 2019:  
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As at June 30, 2019, the Fund is in compliance with the requirement of Directors’ Training Program,
as contained in Regulation No. 20 of the Code.



m.
 

The trades in the Units of the Fund were carried out during the year by Directors, Chief Executive 
Officer, Chief Operating Officer, Chief Financial Officer,

 
Company Secretary, and Chief Internal 

Auditor of the Management Company and their spouses and minor children.
 

 

1.
 

Meeting of the Audit Committee.
 

During the year, nine (9) meetings of the Audit Committee were held. The attendance of each 
participant is as follows:

 
 

Name of Persons 

 
Number 

of 
meetings 

held  

Number of meetings
 

Attendance 
required Attended Leave 

granted 

1. Mr. Haroun Rashid (Chairman)  9 9 7  2  

2. Mr. Ahmed Jahangir 9 9 9  - 

3. Mr. Nasim Beg  9 9 9  - 

4. Mr. Mirza Qamar Beg  9 9 9  - 
    
  

2. Meeting of the Human Resource and Remuneration Committee. 
 

During the year, one (1) meetings of the Human Resource and Remuneration Committee were 
held. The attendance of each participant is as follows: 
 
 

Name of Persons 
 Number 

of 
meetings  

Number of meetings 

Attendanc
e required Attended Leave 

granted 

1. Dr. Syed Salman Shah (Chairman)*  1 1 1  - 
2. Mr. Nasim Beg  1 1 1  - 
3. Mr. Ahmed Jahangir  1 1 1  - 
4. Mr. Haroun Rashid 1 1 1  - 

5. 
Mr. Muhammad Saqib Saleem 
(CEO)  

1 1 1  - 

 
*Dr. Syed Salman Ali Shah resigned from the Board effective June 10, 2019 and Mirza Qamar Beg was 
included as a member and also appointed as Chairman of the Committee. 
 

3. Meeting of Risk Management Committee. 
 

During the year, one (1) meetings of the Risk Management Committee were held. The 
attendance of each participant is as follows:  
 
 

Name of Persons 
 Number 

of 
meetings  

Number of meetings 

Attendanc
e required 

Attended 
Leave 

granted 

1. Mr. Mirza Qamar Beg (Chairman)  1 1 1  - 
2. Mr. Nasim Beg  1 1 1  - 
3. Mr. Ahmed Jahangir 1 1 1 -
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September 13, 2019

 

S. No. 
 

Name 
 

Designation 
Investment  Redemption Dividend 

Distribution  
 

(Number of Units) 

1 Muhammad Saqib 
Saleem 

Chief Executive 
Officer 

 Nil  

2 Abdul Basit Chief Internal 
Auditor Nil  

 49,56348,207

10,423  10,609  

  
 
 

External Auditors 
 

The fund’s external auditors, Ernst & Young Ford Rhodes Chartered Accountants , have expressed 
their willingness to continue as the fund auditors for the ensuing year ending June 30, 2020. The audit 
committee of the Board has recommended reappointment of Ernst & Young Ford Rhodes Chartered 
Accountants as auditors of the fund for the year ending June 30, 2020.  
 

ACKNOWLEDGMENT 
 
The Board is thankful to the Fund’s valued investors, the Securities and Exchange Commission of Pakistan and the 
Trustees of the Fund for their continued cooperation and support. The Directors also appreciate the efforts put in by 
the management team. 

 
On behalf of Directors, 
 
 

 
            

Muhammad Saqib Saleem       Nasim Beg 
Chief Executive Officer     Director / Vice Chairman 
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REPORT OF THE FUND MANAGER

 
Fund Type and Category  

 
MCB Pakistan Stock Market  Fund (PSM)  is  an Open-End Equity Scheme.  

 
Fund Benchmark  

 
The benchmark for PSM  is KSE  100 Index.  
 
Investment Objective   
 
The objective of the fund is to provide investors long term capital appreciation from its investment  in Pakistani 
equities 
      
Investment Strategy  
 
MCB Pakistan Stock Market Fund (PSM) is an open end equity fund that invests in quality stocks listed in Pakistan. The 
fund is actively managed and fundamental research drives the investment process. Fundamental outlook  of 
sectors/companies and DCF (discounted cash flow) valuations are the primary factors in sectors’ allocation and 
stock selection. Major portion of the fund’s portfolio is high quality liquid stocks. The funds whic h are not invested 
in equities are required to be kept in bank deposits and short-term money market instruments/ placements.  
 
Manager’s Review  
 
During the period, PSM generated a return of -16.35% as compared to a return of -19.11% witnessed by the 
KSE100 Index, outperforming the benchmark by 2.76%. Overall equity exposure stood at 88.4% on June 30, 
2019. The fund remained vigilant of the external factors  and the investment strategy was maneuvered considering 
the fundamental developments. Changes in sector level allocation include decrease in exposure in Cem ent while 
allocation was mainly held in Commercial Banks, Oil & Gas Exploration Companies  and Fertilizers.  
 The Net Assets of the fund as at June 30, 2019

 
stood at Rs.

 
9,556

 
million as compared to Rs. 10,113

 
million as at 

June 30, 2018
 
registering a decrease of -5.50%.

 
 The Net Asset Value (NAV) per unit as at June 30, 201 9

 
was Rs. 79.3006

 
as compared to

 
opening NAV of Rs. 

94.8056
 
per unit as at June 30, 2018

 
registering a decrease of -15.5050

 
per unit.

 
 
 Asset Allocation 9 (% of total assets) 

 
 

as on June 30, 201

 
_________________________

Syed Abid Ali  
 Fund Manager

 
 

FOR THE YEAR ENDED JUNE 30, 2019
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For MCB-
(Management Company)

Arif Habib Savings and Investments Limited

Chief Executive Officer Chief Financial Officer Director 

STATEMENT OF ASSETS AND LIABILITIES 
AS AT JUNE 30, 2019

June 30, June 30,
2019 2018

Note
ASSETS 
Balances with banks 5 929,080 664,008

            Investments 6 8,600,528 9,723,057
         Receivable against sale of investments 163,621 52,923
              Dividend and profit receivables 7 29,655 10,979
              Advances, deposits and other receivables 8 9,473 8,083
                Total assets 9,732,357 10,459,050

LIABILITIES
Payable to the Management Company 9 29,739 32,100              
Payable to the Trustee 10 1,020 1,083                
Payable to the Securities and Exchange Commission of Pakistan 11 10,579 9,964                
Payable against purchase of investments -                      165,428            
Accrued expenses and other liabilities 12 134,799 137,505            
Payable against redemption of units 386 386                   
Total liabilities 176,523 346,466

NET ASSETS 9,555,834 10,112,584

UNIT HOLDERS’ FUND (AS PER STATEMENT ATTACHED) 9,555,834 10,112,584

Contingencies and Commitments 13

NUMBER OF UNITS IN ISSUE 120,501,368 106,666,546
     

NET ASSET VALUE PER UNIT 79.3006
            

94.8056
            

The annexed notes 1 to 23 form an integral part of these financial statements.

--------- (Rupees in '000) ----------

-------- (Number of units) --------

-------------- (Rupees) --------------
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INCOME STATEMENT
FOR THE YEAR ENDED JUNE 30, 2019

June 30, June 30,
2019 2018

Note
INCOME
Loss on sale of investments - net (465,344) (388,735)
Dividend income 555,018 425,433
Income from Government securities 46,495 30,106
Profit on balances with banks 64,418 48,066
Unrealised loss on re-measurement of investments 

classified as at fair value through profit or loss - net 6.1 (1,784,981) (359,199)
Other income 3,340 211
Total expenses (1,581,054) (244,118)

EXPENSES
Remuneration of the Management Company 9.1 222,717 209,775
Sindh Sales Tax on remuneration of the Management Company 9.2 28,954 27,271
Remuneration of the Trustee 10.1 12,136 11,489
Sindh Sales Tax on remuneration of the Trustee 1,578 1,494
Annual fee of the Securities and Exchange Commission of Pakistan 11 10,579 9,964
Allocated expenses 9.3 11,134 11,852
Selling and marketing expenses 9.4 44,543 41,953
Auditors' remuneration 14 955 998
Securities transaction cost 26,827 46,031
Settlement and bank charges 2,466 3,514
Legal and professional charges 199 295
Fees and subscriptions 21 285
Impairment loss on available for sale investments -

                    

84,653
Total expenses 362,109 449,574

Net loss for the year before element of income and capital gains
included in the prices of units issued less those in units redeemed - net (1,943,163) (693,692)

Taxation 15 -

                    

-

                    

Net loss for the year after taxation (1,943,163) (693,692)

Allocation of net income for the year
Net income for the year after taxation -

                    

-

                    

Income already paid on units redeemed -

                    

-

                    

-

                    

-

                    

Accounting income available for distribution
-relating to capital gains -

                    

-

                    

-excluding capital gains -

                    

-

                    

-

                    

-

                    

The annexed notes 1 to 23 form an integral part of these financial statements.

--------- (Rupees in '000) ---------

For MCB-
(Management Company)

Arif Habib Savings and Investments Limited

Chief Executive Officer Chief Financial Officer Director 
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STATEMENT OF OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2019

June 30, June 30,
2019 2018

Net loss for the year after taxation (1,943,163)                   (693,692)

Other comprehensive income:

Items to be reclassified to income 
statement in subsequent year

Unrealised diminution on revaluation of investments
classified as available for sale - net -

                    
           (245,893)

Total comprehensive loss for the year         (1,943,163)            (939,585)

The annexed notes 1 to 23 form an integral part of these financial statements.

---------- (Rupees in '000) ----------

For MCB-
(Management Company)

Arif Habib Savings and Investments Limited

Chief Executive Officer Chief Financial Officer Director 
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CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2019

June 30, June 30,
2019 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss for the year before taxation (1,943,163)      (693,692)         

Adjustments for non cash and other items:
Unrealised loss on re-measurement of investments 

classified as at fair value through profit or loss - net 1,784,981
       

359,199
Impairment loss on available for sale investments -

                  
84,653

(158,182)
         

(249,840)
         

(Increase) / decrease in assets 
Investments - net (662,451)

         
(603,278)

         

Receivable against sale of investments (110,698)
         

45,181
Dividend and profit receivables (18,676)

           

14,527
Advances, deposits and receivables (1,390)

             

(772)

                

(793,215)

         

(544,342)

         

Increase / (decrease) in liabilities
Payable to the Management Company (2,361)

             

(5,797)

             

Payable to the Trustee (63)

                  

(109)

                

Payable to the Securities and Exchange Commission of Pakistan 615

                 

(81)

                  

Payable against purchase of investments (165,428)

         

(169,871)

         

Accrued expenses and other liabilities (2,707)

             

(17,088)

           

(169,944)

         

(192,946)

         

Net cash used in operating activities (1,121,341)

      

(987,128)

         

CASH FLOWS FROM FINANCING ACTIVITIES
Amount received on issuance of units 8,428,826

       

6,628,010
Amount paid on redemption of units (7,042,413)

      

(7,205,522)

      

Net cash generated from / (used) in financing activities 1,386,413

       

(577,512)

         

Net increase / (decrease) in cash and cash 
equivalents during the year 265,072

          

(1,564,640)

      

Cash and cash equivalents at the beginning of the year 664,008

          

2,228,648

       

Cash and cash equivalents at the end of the year 929,080 664,008

          

The annexed notes 1 to 23 form an integral part of these financial statements.

------- (Rupees in '000) -------

For MCB-
(Management Company)

Arif Habib Savings and Investments Limited

Chief Executive Officer Chief Financial Officer Director 
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STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUND
FOR THE YEAR ENDED JUNE 30, 2019

Capital 
value

Undistributed 
income / 

(loss)

Unrealised 
appreciation 
on available 

for sale 
investments Total

Capital 
value

Undistributed 
income / 

(loss)

Unrealised 
appreciation 
on available 

for sale 
investments Total

Net assets at the beginning of the year 5,096,092 4,646,316 370,176 10,112,584 5,673,093 5,340,008 616,069 11,629,170

Re-classification under IFRS 9 (refer note 4.1) -
               

370,176 (370,176) -
               

-
              

-
                   

-
                   

-

Issuance of 93,222,067(2018: 68,054,253) units:
- Capital value (at net asset value per unit at the

beginning of the year) at

 

Rs.94.8056 8,837,972 -

                   

-

                 

8,837,972 6,975,677 -

                   

-

                   

6,975,677
- Element of loss (409,146) -

                   

-

                 

(409,146) (347,667) -

                   

-

                   

(347,667)
8,428,826 -

                   

-

                 

8,428,826 6,628,010 -

                   

-

                   

6,628,010

Redemption of 79,387,245 (2018: 74,841,187) units:
- Capital value (at net asset value per unit at the

beginning of the year) at Rs.94.8056 7,526,354 -

                   

-

                 

7,526,354 7,671,349 -

                   

-

                   

7,671,349
- Element of income (483,941) -

                   

-

                 

(483,941) (466,338) -

                   

-

                   

(466,338)
7,042,413 -

                   

-

                 

7,042,413 7,205,011 -

                   

-

                   

7,205,011

Total comprehensive loss for the year -

               

(1,943,163) -

                 

(1,943,163) -

              

(693,692) (245,893) (939,585)
Distributions during the year -

               

-

                   

-

                 

-

               

-

              

-

                   

-

                   

-
Net loss for the year less distribution -

               

(1,943,163) -

                 

(1,943,163) -

              

(693,692) (245,893) (939,585)

Net assets as at the end of the year 6,482,505 3,073,329 -

                 

9,555,834 5,096,092 4,646,316 370,176 10,112,584

Undistributed income / (loss) 
brought forward comprising of:
- Realised 5,005,515 5,516,270
- Unrealised (359,199) (176,262)
- Re-classification under IFRS 9 (refer note 4.1) 370,176 -

                   

5,016,492 5,340,008
Accounting income available for distribution:

- Relating to capital gains -

                   

-

                   

- Excluding capital gains -

                   

-

                   

-

                   

-

                   

Net loss for the year after taxation (1,943,163) (693,692)

Distribution during the year -

                   

-

                   

Undistributed income carried forward 3,073,329 4,646,316

Undistributed income / (loss) carried forward:
- Realised 4,858,310 5,005,515
- Unrealised (1,784,981) (359,199)

3,073,329 4,646,316

(Rupees) (Rupees)

Net assets value per unit at beginning of the year 94.8056 102.5017

Net assets value per unit at end of the year 79.3006 94.8056

The annexed notes 1 to 23 form an integral part of these financial statements.

---------------------------------------------------------------------- (Rupees in '000) ----------------------------------------------------------------------

June 30, 2019 June 30, 2018

For MCB-
(Management Company)

Arif Habib Savings and Investments Limited

Chief Executive Officer Chief Financial Officer Director 



1. LEGAL STATUS AND NATURE OF BUSINESS

1.1

1.2

1.3

1.4

1.5

2. STATEMENT OF COMPLIANCE

- International Financial Reporting Standards (IFRS Standards) issued by the International Accounting
Standards Board (IASB) as notified under the Companies Act, 2017 (the Act);

- Provisions of and directives issued under the Companies Act, 2017 along with part VIIIA of the
repealed Companies Ordinance, 1984; and

- The NBFC rules, the Non-Banking Finance Companies, Notified Entities Regulations, 2008
(the NBFC Regulations) and the requirements of Trust Deed.

3. BASIS OF PREPARATION

3.1 Accounting convention

These financial statements have been prepared in accordance with the accounting and reporting standards as 
applicable in Pakistan. Such standards comprise of:

Where provisions of and directives issued under the Companies Act, 2017, part VIIIA of the repealed Companies
Ordinance, 1984, the NBFC Rules, the NBFC Regulations and requirements of the Trust Deed differ from the
IFRS Standards, the provisions of and directives issued under the Companies Act, 2017, part VIIIA of the
repealed Companies Ordinance, 1984, the NBFC Rules, the NBFC Regulations and requirements of the Trust
Deed have been followed.

MCB Pakistan Stock Market Fund (the Fund) was established under a Trust Deed executed between Arif
Habib Investments Limited (now MCB-Arif Habib Savings and Investments Limited) as "Management
Company" and Central Depository Company of Pakistan Limited (CDC) as Trustee. The Trust Deed was
executed on October 23, 2001 and was approved by the Securities and Exchange Commission of Pakistan
(SECP) on February 28, 2002 in accordance with the Asset Management Companies Rules, 1995 (AMC
Rules) repealed by Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (NBFC
Rules).

The Management Company of the Fund has been licensed to act as an Asset Management Company
under the NBFC Rules, 2003 through a certificate of registration issued by the SECP. The registered office
of the Management Company is situated at 24th Floor, Centrepoint, Off Shaheed-e-Millat Expressway,
Near K.P.T. Interchange, Karachi, Pakistan.

The Fund has been categorised as equity scheme and offers units for public subscription on a continuous
basis. The units of the Fund are transferable and can also be redeemed by surrendering them to the Fund.
The units are listed on the Pakistan Stock Exchange. The Fund primarily invests in listed equity securities.
However, it also invests in cash instruments and treasury bills not exceeding 90 days in maturities.

The Pakistan Credit Rating Agency (PACRA) has assigned Management quality rating of "AM2++" dated
April 08, 2019 to the Management Company.

Title to the assets of the Fund is held in the name of Central Depository Company of Pakistan Limited
(CDC) as the Trustee of the Fund. The duration of the Fund is perpetual. However, SECP or the
Management Company may wind it up on the occurrence of certain events as specified in the offering
document of the Fund.

These financial statements have been prepared under the historical cost convention except for investments
which are measured at fair value.

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2019
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3.2 Critical accounting estimates and judgments

3.3 Functional and presentation currency

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

4.1 IFRS 9 Financial Instruments

1) Debt instruments at amortised cost.

2)

3) Equity instruments at FVOCI, with no recycling of gains or losses to profit or loss on derecognition.

4) Financial assets at Fair Value through Profit or Loss.

The accounting for financial liabilities remains largely the same as it was under IAS 39.

Under IFRS 9, the classification is based on two criteria, (a) the entity's business model for managing the
assets; and (b) whether the instruments' contractual cashflows represent 'solely payments of principal and
interest' on the principal amount outstanding (the 'SPPI criterion'). The assessment of the Fund's business
model was made as at the date of initial application i.e. July 01, 2018.

As a result of the above assessment, the management has concluded that all the equity investments
previously classified as Available for Sale will be re-classified at Fair Value through Profit or Loss as such
investments are managed on a fair value basis and are held for trading purposes in accordance with the
objectives of the Fund. The impact has been disclosed in table below.

Furthermore, the management has made an assessment of impairment under expected credit loss model
of IFRS 9 for bank balances and other financial assets, and concluded that the impact is not material to
these financial statements.

Judgments made by management in the application of accounting policies that have significant effect on
the financial statements and estimates with a significant risk of material adjustment are explained in notes
4.5.1 and 4.8 respectively.

These financial statements are presented in Pakistani Rupee which is the Fund's functional and
presentation currency.

The significant accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied except for the change as disclosed in note 4.1 to these financial
statements.

The preparation of financial statements requires management to make judgments, estimates and
assumptions that affect the application of policies and reported amounts of assets, liabilities, income and
expenses. The estimates and associated assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances, the result of which form the basis of
making judgments about carrying values of assets and liabilities. The estimates and underlying
assumptions are reviewed on an ongoing basis.

The IFRS 9 has replaced current categories of financial assets (Fair Value Through Profit or Loss (FVTPL) -
Held for Trading, Available For Sale (AFS), held-to-maturity and Loans and receivables) by the following
classifications of Financial Assets:

Debt instruments at Fair Value Through Other Comprehensive Income (FVOCI), with gains or losses
recycled to profit or loss on derecognition.

The table below shows information relating to financial assets that have been reclassified as a result of
transition to IFRS 9:

Effective from July 01, 2018, the Fund has adopted IFRS 9: "Financial Instruments" which has replaced IAS
39: “Financial Instruments: Recognition and Measurement”. The standard prescribes accounting and
reporting requirements for recognition, classification, measurement and derecognition of financial assets
and financial liabilities.
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As at As at
June 30,

2018 Change
July 01,

2018

Impact on Statement of Assets and Liabilities
Investments - 'Available for sale' 1,309,693 (1,309,693) -

                  

Investments - 'At fair value through profit or loss' 8,413,364 1,309,693 9,723,057

Impact on Statement of Movement in Unitholders' fund
Unrealised appreciation on 'Available-for-sale' investments 370,176 (370,176) -

                  

Undistributed income 4,646,316 370,176 5,016,492

4.2 New / Revised Standards, Interpretations and Amendments

IFRS 2 Share-based Payments – Classification and Measurement of Share-based Payments
Transactions (Amendments)

IFRS 4 Insurance Contracts: Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts
– (Amendments)

IFRS 9 Financial Instruments

IFRS 15 – Revenue from Contracts with Customers

IAS 40 Investment Property: Transfers of Investment Property (Amendments)

IFRIC 22 Foreign Currency Transactions and Advance Consideration

Improvements to Accounting Standards Issued by the IASB in December 2016

IFRS 1 First-time Adoption of International Financial Reporting Standards - Deletion of short-term
exemptions for first-time adopters

IAS 28 Investments in Associates and Joint Ventures - Clarification that measuring investees at fair
value through profit or loss is an investment - by - investment choice

4.3

Standard or Interpretation

IFRS 3 Definition of a Business (Amendments) January 01, 2020

IFRS 3 Business Combinations: Previously held interest in joint operation January 01, 2019

IFRS 4 Insurance Contracts: Applying IFRS 9 Financial Instruments
with IFRS 4 Insurance Contracts (Amendments) January 01, 2019

IFRS 9 Financial instruments – Prepayment Features with 
Negative Compensation (Amendments) January 01, 2019

The adoption of the above amendments, improvements to accounting standards and interpretations did not
have any material effect on the financial statements except for IFRS 9. The impact of adoption of IFRS 9 is
given in note 2.2.

periods beginning
on or after)

--------------------- (Rupees) ---------------------

Standards, interpretations and amendments to approved accounting standards that are not yet
effective

The Fund has adopted the following accounting standard and the amendments and interpretation of IFRSs
which became effective for the current year:

The following standards, amendments and interpretations with respect to the approved accounting
standards as applicable in Pakistan would be effective from the dates mentioned below against the
respective standard or interpretation:

Effective date (annual 
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Standard or Interpretation

IFRS 10 Consolidated Financial Statements and IAS 28 Investment 
in Associates and Joint Ventures - Sale or Contribution of Assets 
between an Investor and its Associate or Joint Venture (Amendment) Not yet finalized

IFRS 11 Joint Arrangements: Previously held interest in joint operation January 01, 2019

IFRS 16 - Leases January 01, 2019

IAS 1/ IAS 8 Definition of Material (Amendments) January 01, 2020

IAS 12 Income Taxes: Income tax consequences of payments on
financial instruments classified as equity January 01, 2019

IAS 19 - Plan Amendment, Curtailment or Settlement (Amendments) January 01, 2019

IFRIC 23 Uncertainty over Income Tax Treatments January 01, 2019

IAS 28 - Long-term Interests in Associates and Joint Ventures – January 01, 2019
(Amendments)

Standards

IFRS 14 – Regulatory Deferral Accounts January 01, 2016

IFRS 17 - Insurance Contracts January 01, 2021

4.4 Cash and cash equivalents

4.5 Financial assets

Further, following new standards have been issued by IASB which are yet to be notified by the SECP for
the purpose of applicability in Pakistan.

In the current period the fund has adopted IFRS 9 Financial instruments. See note 4.1 for an explanation of
the impact. Comparative figures for the year ended June 30, 2018 have not been restated. Therefore,
financial instruments in the comparative period are still accounted for in accordance with IAS 39 Financial

Instruments: Recognition and Measurement.

Cash and cash equivalents comprise of bank balances and short term highly liquid investments with original
maturity of three months or less, are readily convertible to known amounts of cash, are subject to an
insignificant risk of changes in value, and are held for the purpose of meeting short term cash commitments
rather than for investments and other purposes. 

(annual periods
beginning on or after)

The above standards and amendments are not expected to have any material impact on the Fund's
financial statements in the period of initial application. However, the Fund is currently evaluating the
requirements of IFRS-16 and potential impact on the financial statements of the Fund.

In addition to the above standards and amendments, improvements to various accounting standards have
also been issued by the IASB in December 2017. Such improvements are generally effective for accounting
periods beginning on or after January 01, 2019 respectively. The Fund expects that such improvements to
the standards will not have any impact on the Fund's financial statements in the period of initial application.

The IASB has also issued the revised Conceptual Framework for Financial Reporting (the Conceptual
Framework) in March 2018 which is effective for annual periods beginning on or after January 01, 2020 for
preparers of financial statements who develop accounting policies based on the Conceptual Framework.
The revised Conceptual Framework is not a standard, and none of the concepts override those in any
standard or any requirements in a standard. The purpose of the Conceptual Framework is to assist IASB in
developing standards, to help preparers develop consistent accounting policies if there is no applicable
standard in place and to assist all parties to understand and interpret the standards.

IASB Effective date 

periods beginning
on or after)

Effective date (annual 
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4.5.1 Policy from July 01, 2018

Policy under IFRS 9

Classification

-

-

-

-

Equity instruments

An equity instrument held for trading purposes is  classified as measured at FVTPL.

Initial Measurement

The risks that affect the performance of the business model (and the financial assets held within that
business model) and, in particular, the way those risks are managed

How managers of the business are compensated (for example, whether the compensation is based on
the fair value of the assets managed or on the contractual cash flows collected)

The business model assessment is based on reasonably expected scenarios without taking 'worst case' or
'stress case’ scenarios into account. If cash flows after initial recognition are realised in a way that is
different from the Fund's original expectations, the Fund does not change the classification of the remaining
financial assets held in that business model, but incorporates such information when assessing newly
originated or newly purchased financial assets going forward.

Assessments whether contractual cash flows are solely payments of principal and interest (SPPI)

As a second step of its classification process the Fund assesses the contractual terms of financial to
identify whether they meet the SPPI test.

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial recognition
and may change over the life of the financial asset (for example, if there are repayments of principal or
amortisation of the premium/discount).

The most significant elements of interest within a lending arrangement are typically the consideration for
the time value of money and credit risk. To make the SPPI assessment, the Fund applies judgement and
considers relevant factors such as the currency in which the financial asset is denominated, and the period
for which the interest rate is set.

In contrast, contractual terms that introduce a more de minimis exposure to risks or volatility in the
contractual cash flows that are unrelated to a basic lending arrangement do not give rise to contractual
cash flows that are solely payments of principal and interest on the amount outstanding. In such cases, the
financial asset is required to be measured at FVTPL.

On initial recognition of an equity investment that is not held for trading, the Fund may irrevocably elect to
present subsequent changes in fair value in OCI. This election is made on an investment-by-investment
basis.

Investments are initially measured at their fair value except in the case of financial assets recorded at
FVTPL, transaction costs are added to, or subtracted from, this amount.

The Fund's business model is not assessed on an instrument-by-instrument basis, but at a higher level of
aggregated portfolios and is based on observable factors such as:

Business model assessment

The objectives for the portfolio, in particular, whether management's strategy focuses on earning
contractual revenue, maintaining a particular interest rate profile, matching the duration of the financial
assets to the duration of the liabilities that are funding those assets or realizing cash flows through the
sale of the assets;

How the performance of the business model and the financial assets held within that business model
are evaluated and reported to the entity's key management personnel

The Fund determines its business model at the level that best reflects how it manages groups of financial
assets to achieve its business objective.
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Subsequent Measurement

Equity instruments at FVOCI (Policy applicable from July 01, 2018)

Financial assets at fair value through profit or loss

Impairment of financial assets

4.5.2 Policy till June 30, 2018

Before July 01, 2018, the Fund classified its investments as follows:

Classification

Investments are categorised as follows:

a) Financial assets at fair value through profit or loss (FVTPL)

b) Loans and receivables

c) Available-for-sale

In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss model, as opposed
to an incurred credit loss model under IAS 39. The expected credit loss model requires an entity to account
for expected credit losses and changes in those expected credit losses at each reporting date to reflect
changes in credit risk since initial recognition. In other words, it is no longer necessary for a credit event to
have occurred before credit losses are recognized. 

However, SECP through its SCD/AMCW/RS/MUFAP/2017-148 dated November 21, 2017 have deferred
the applicability of above impairment requirements in relation to debt securities for mutual funds and
accordingly, basis defined in Circular No. 33 of 2012 dated, October 24, 2012 will be followed.

The Fund classifies its financial assets into the following categories: financial assets at fair value through
profit or loss, loans and receivables and available for sale. The classification depends on the purpose for
which the financial assets were acquired. The management determines the appropriate classification of its
financial assets at initial recognition and re-evaluates this classification on a regular basis.

Financial assets that are acquired principally for the purpose of generating profits from short-term
fluctuations in prices are classified as financial assets at fair value through profit or loss category. These
include held for trading investments and such other investments that, upon initial recognition, are
designated under this category.

Upon initial recognition, the Fund occasionally elects to classify irrevocably some of its equity investments
as equity instruments at FVOCI when they meet the definition of definition of Equity under IAS 32 Financial
Instruments: Presentation and are not held for trading. The Fund's policy is to designate equity investments
as FVOCI when those investments are held for purposes other than to generate investment returns. Such
classification is determined on an instrument-by instrument basis.

Gains and losses on these equity instruments are never recycled to profit. Dividends are recognised in
profit or loss as other operating income when the right of the payment has been established, except when
the Fund benefits from such proceeds as a recovery of part of the cost of the instrument, in which case,
such gains are recorded in OCI. Equity instruments at FVOCI are not subject to an impairment assessment.

Financial assets at FVTPL are recorded in the statement of financial position at fair value. Changes in fair
value are recorded in profit and loss. Dividend income from equity instruments measured at FVTPL is
recorded in profit or loss when the right to the payment has been established.

These are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market.

Available for sale financial assets are those non-derivative financial assets that are designated as available
for sale or are not classified as (a) financial assets at fair value through profit or loss or (b) loans and
receivables. These are intended to be held for an indefinite period of time which may be sold in response to
the needs for liquidity or change in price.
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Regular way contracts

Initial recognition and measurement

Subsequent measurement

a) Financial assets 'at fair value through profit or loss' and 'available for sale'

Basis of valuation

-

-

b) Loans and receivables

Impairment

The Fund assesses at each reporting date whether there is an objective evidence that the financial assets
or a group of financial assets are impaired. The carrying value of the Fund's assets are reviewed at each
reporting date to determine whether there is any indication of impairment. If any such indication exists, the
recoverable amount of such asset is estimated. An impairment loss is recognised whenever the carrying
amount of an asset exceeds its recoverable amount.

The fair value of investments in Government securities is determined by reference to the quotations
obtained from the PKRV rate sheet on the MUFAP website.

Regular purchases and sales of financial assets are recognised on the trade date i.e. the date on which the
Fund commits to purchase or sell the asset.

Financial assets are initially recognised at fair value plus transaction costs except for financial assets
carried at fair value through profit or loss. Financial assets carried at fair value through profit or loss are
initially recognised at fair value and transaction costs are expensed out in the income statement.

Subsequent to initial recognition, financial instruments classified as 'at fair value through profit or loss' and
'available-for-sale' are measured at fair value.

Gains or losses arising, from changes in the fair value and on sale of the financial assets 'at fair value
through profit or loss' are recognised in the Income Statement. 

Net gains and losses arising from changes in the fair value of financial assets classified as available for
sale are taken to the 'statement of comprehensive income' until these are derecognised or impaired. At this
time, the cumulative gain or loss previously recognised directly in the 'statement of comprehensive income'
is transferred to the Income Statement.

Subsequent to initial recognition financial assets classified as loans and receivables are carried at
amortised cost using the effective interest method.

Gains or losses are recognised in the income statement when the financial assets carried at amortised cost
are derecognised or impaired.

The fair value of investments in listed equity securities is determined by reference to Stock Exchange
quoted market prices at the close of period end.

In the case of equity securities classified as 'available for sale', a significant or prolonged decline in the fair
value of the security below its cost is considered as an objective evidence of impairment. In case of
impairment of available for sale securities, the cumulative loss previously recognised in other
comprehensive income is removed therefrom and included in the Income Statement. Impairment losses
recognised in the income statement on equity securities are only reversed when the equity securities are
derecognised.
For certain other financial assets, a provision for impairment is established when there is an objective
evidence that the Fund will not be able to collect all amounts due according to the original terms. The
provision against these amounts is made as per the provisioning policy duly formulated and approved by
the Board of Directors of the Management Company in accordance with the requirements of the Securities
and Exchange Commission of Pakistan.
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4.6 Derecognition

4.7 Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expired.

4.8 Offsetting of financial assets and liabilities

4.9 Provisions

4.10 Taxation

4.11 Dividend distribution and appropriations

4.12 Issue and redemption of units

Financial assets are derecognised when the rights to receive cash flows from the investments have expired
or the Fund has transferred substantially all risks and rewards of ownership.

All financial liabilities are recognised at the time when the Fund becomes a party to the contractual
provisions of the instrument. These are initially recognised at fair value and subsequently stated at
amortised cost.

Financial assets and financial liabilities are offset and the net amount is reported in the statement of assets
and liabilities when there is a legally enforceable right to set off the recognised amounts and there is an
intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously.

Provisions are recognised when the Fund has a present, legal or constructive, obligation as a result of past
events, it is probable that an outflow of resources embodying economic benefits will be required to settle
the obligation and a reliable estimate of the amount of the obligation can be made. Provisions, if any, are
regularly reviewed and adjusted to reflect the current best estimate.

The income of the Fund is exempt from income tax under clause 99 of Part I of the Second Schedule to the
Income Tax Ordinance, 2001 subject to the condition that not less than ninety percent of its accounting
income for the year, as reduced by capital gains, whether realised or unrealised, is distributed to the unit
holders as cash dividend.

The Fund is also exempt from the provisions of section 113 (minimum tax) under clause 11A of Part IV of
the Second Schedule to the Income Tax Ordinance, 2001.

Dividend distributions and appropriations are recorded in the period in which these are approved by the
Board of Directors of the Management Company. Based on Mutual Funds Association of Pakistan's
(MUFAP) guidelines duly consented by the SECP, distribution for the year also includes portion of income
already paid on units redeemed during the year.

Regulation 63 of the NBFC Regulations requires the Fund to distribute 90% of the net accounting income
other than capital gains to the unit holders.

Distributions declared subsequent to the year end reporting date are considered as non-adjusting events
and are recognised in the financial statements of the period in which such distributions are declared and
approved by the Board of Directors of the Management Company.

Units issued are recorded at the offer price, determined by the Management Company for the applications
received by the distributors during business hours on that date. The offer price represents the net asset
value per unit as of the close of the business day plus the allowable sales load and any provision for duties
and charges, if applicable. The sales load is payable to investment facilitators, distributors and the
Management Company.

Units redeemed are recorded at the redemption price, applicable to units for which the distributors receive
redemption applications during business hours of that day. The redemption price represents the net asset
value per unit as of the close of the business day less any back-end load, any duties, taxes, and charges
on redemption, if applicable.
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4.13 Net asset value per unit

4.14 Revenue recognition

- Gain or loss on sale of investment is accounted for in the income statement in the period in which it arises.

- 

- 

- Dividend income is recognised when the right to receive the dividend is established.

- 

4.15 Expenses

4.16 (Loss) / earnings per unit

June 30, June 30,
2019 2018

Note
5. BALANCES WITH BANKS

In current accounts 5.1 11,672          14,106          
In savings accounts 5.2 917,408        649,902        

929,080        664,008        

5.1

5.2

6. INVESTMENTS

At fair value through profit or loss
Listed equity securities 6.1 8,600,528

     
8,413,364

     Government securities 6.2 -
                

-
                8,600,528

     
8,413,364

     Available for sale
Listed equity securities 6.3 -

                
1,309,693

     8,600,528
     

9,723,057
     

These include a balance of Rs.5.66 (2018: Rs.4.45) million maintained with MCB Bank Limited, a related
party.

The Net Asset Value (NAV) per unit, as disclosed in the statement of assets and liabilities, is calculated by
dividing the net assets of the Fund by the number of units in circulation at the year end.

Unrealised gain / loss arising on revaluation of investments classified as 'at fair value through profit or
loss' is included in the income statement in the period in which it arises.

Unrealised gain / loss arising on revaluation of investments classified as available for sale is included in
Statement of Comprehensive Income in the period in which it arises.

Profit / mark-up on bank balances, term deposit receipts, debt and government securities is recognised
on an accrual basis.

All expenses chargeable to the Fund including remuneration of the Management Company, Trustee fee
and annual fee of the SECP are recognised in the Income Statement on an accrual basis.

(Loss) / earnings per unit (EPU) has not been disclosed as in the opinion of the management,
determination of weighted average units for calculating EPU is not practicable.

------ (Rupees in '000) ------

These carry profits at the rates ranging from 10.00% to 13.00% (2018: 3.75% and 7.5%) per annum and
include Rs.14.90 (2018: Rs.92.07) million maintained with MCB Bank Limited, a related party which carries
profit at the rate of 10.25% (2018: 3.75%) per annum.
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6.1.2 The Finance Act, 2014 introduced amendments to the Income Tax Ordinance, 2001 as a result of
which companies are liable to withhold five percent of the bonus shares to be issued. The shares so
withheld shall only be released if the Fund deposits tax equivalent to five percent of the value of the
bonus shares issued to the Fund including bonus shares withheld, determined on the basis of day-
end price on the first day of closure of books of the issuing company.

In this regard, a constitutional petition had been filed by Collective Investment Schemes (CISs)
through their Trustees in the High Court of Sindh, challenging the applicability of withholding tax
provisions on bonus shares received by CISs. The petition was based on the fact that because CISs
are exempt from deduction of income tax under Clause 99 Part I to the Second Schedule of the
Income Tax Ordinance 2001, the withholding tax provision should also not be applicable on bonus
shares received by CISs. A stay order had been granted by the Honorable High Court of Sindh in
favor of CISs.

During the year ended June 30, 2018, the Supreme Court of Pakistan passed a judgement on June
27, 2018 whereby the suits which are already pending or shall be filed in future must only be
continued / entertained on the condition that a minimum of 50 percent of the tax calculated by the
tax authorities is deposited with the authorities. Accordingly, the CISs were required to pay minimum
50% of the tax calculated by the tax authorities for the case to remain continued. The CISs failed to
deposit the minimum 50% of the tax liability and accordingly the stay got vacated automatically
during the current year. Subsequent to the year ended June 30, 2019, the CISs have filed a fresh
constitutional petition via CP 4653 dated July 11, 2019. In this regard, on July 15, 2019, the
Honorable High of Sindh has issued notices to the relevant parties and has ordered that no third
party interest on bonus shares issued to the Funds in lieu of their investments be created in the
meantime. The matter is still pending adjudication and the Funds have included these shares in
their portfolio, as the management is confident that the decision of the constitutional petition will be
in favor of the CISs.

Further, the Finance Act, 2018 effective from July 01, 2018 has omitted Section 236M of Income
Tax Ordinance, 2001 requiring every company quoted on stock exchange issuing bonus shares to
the shareholders of the company, to withhold five percent of the bonus shares to be issued.
Therefore, bonus shares issued to the Fund during the year were not withheld by the investee
companies.

As at June 30, 2019, the bonus shares of the Fund withheld by certain companies at the time of
declaration of bonus shares amounted to Rs.3.66 million.
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June 30, June 30,
2019 2018

Note
7. DIVIDEND AND PROFIT RECEIVABLES

Dividend receivable 22,576 6,225
Profit receivable on bank balances 7,079 4,754

29,655 10,979

8. ADVANCES, DEPOSITS AND OTHER RECEIVABLES

Advance tax 5,220 4,154
Security deposits with NCCPL 2,500 2,500
Security deposits with CDC 500 500
Others 1,253 929

9,473 8,083

9. PAYABLE TO THE MANAGEMENT COMPANY

Remuneration payable 9.1 16,417 17,469
Sales tax on remuneration payable 9.2 2,134 2,271
Expenses allocated by the Management Company 9.3 821 873
Selling and Marketing expenses 9.4 10,331 10,946
Sales load payable 36 541

29,739 32,100

9.1

9.2

9.3

9.4

10. PAYABLE TO THE TRUSTEE 

Remuneration payable 10.1 903 958 
Sales tax on remuneration payable 117 125 

1,020 1,083

10.1

------- (Rupees in '000) -------

The SECP has allowed the Asset Management Companies to charge selling and marketing expenses to
all categories of open-end mutual funds (except fund of funds) initially for three years (from January 1,
2017 till December 31, 2019). The maximum cap of selling and marketing expense shall be 0.4% per
annum of the net assets of the fund or actual expenses whichever is lower. Accordingly, such expenses
have been charged to the Fund at the rate of 0.4% of the net assets of the Fund being lower than actual
expenses incurred.

The Management Company has charged remuneration at the rate of 2.00% (2018: 2.00%) of average
annual net assets of the Fund. The remuneration is paid to the Management Company on a monthly
basis in arrears. 

Sales tax on management remuneration has been charged at the rate of 13% (2018: 13%).

Up till June 19, 2019 in accordance with Regulation 60 of the NBFC Regulations, the Management
Company was entitled to charge expenses related to registrar services, accounting, operations and
valuation services, related to a Collective Investment Scheme (CIS) at the rate of 0.1% of the average
annual net assets of the scheme or actual whichever is less. During the year, SECP vide S.R.O 639
(I)/2019 dated June 20, 2019 has removed the maximum cap of 0.1%. Accordingly, the Management
Company can now charge actual expenses related to registrar services, accounting, operations and
valuation services to the CIS with effect from June 20, 2019.

The Trustee, CDC is entitled to a monthly remuneration for services rendered to the Fund under the
provisions of the Trust Deed and Offering Documents as per the tariff specified therein, based on the
daily net asset value of the Fund. As per the Trust Deed and Offering Document the tariff structure
applicable to the Fund in respect of  trustee fee is as follows:
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Net assets value Tariff per annum

Upto Rs.1,000,000,000 Rs.700,000 or 0.20% per annum of Net Assets 
whichever is higher.

Rs.2,000,000 plus 0.10% on amount 
exceeding Rs.1,000,000,000

11. PAYABLE TO THE SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN (SECP)

June 30, June 30,
2019 2018

Note
12. ACCRUED EXPENSES AND OTHER LIABILITIES

Provision for Sindh Workers' Welfare Fund 12.1 57,875 57,875
Federal Excise Duty payable on management remuneration 12.2 54,774 54,774
Federal Excise Duty payable on sales load 3,933 3,933
Unclaimed dividends 9,722 9,854
Brokerage payable 7,665 5,344
Auditors' remuneration 513 567
Withholding tax payable 96 1,446
Printing and related charges payable 40 40
Payable to legal advisor 175 157
Others 6 3,515

134,799 137,505

12.1 Provision for Sindh Workers' Welfare Fund (SWWF)

12.2 Federal Excise Duty on remuneration to the Management Company

As a consequence of the 18th amendment to the Constitution of Pakistan, in May 2015 the Sindh
Workers’ Welfare Fund Act (SWWF Act), 2014 had been passed by the Government of Sindh as a
result of which every industrial establishment located in the Province of Sindh, the total income of which
in any accounting year is not less than Rs.0.5 million, is required to pay Sindh Workers’ Welfare Fund
(SWWF) in respect of that year a sum equal to two percent of such income. The matter was taken up
by the MUFAP with the Sindh Revenue Board (SRB) collectively on behalf of various asset
management companies (including the Management Company of the Fund) whereby it was contested
that mutual funds should be excluded from the ambit of the SWWF Act as these were not industrial
establishments but were pass through investment vehicles and did not employ workers. The SRB held
that mutual funds were included in the definition of financial institutions as per the Financial Institution
(Recovery of Finances) Ordinance, 2001 and were, hence, required to register and pay SWWF under
the SWWF Act. Thereafter, MUFAP has taken up the matter with the Sindh Finance Ministry to have
CISs / mutual funds excluded from the applicability of SWWF which is currently pending. However, as a
matter of abundant caution, MUFAP has recommended to all its members to record a provision for
SWWF from the date of enactment of SWWF Act, 2014 (i.e. starting from May 21, 2015).

Had the provision for SWWF not been recorded in the financial statements of the Fund, the net assets
value of the Fund as at June 30, 2019 would have been higher by Re.0.48 (2018: Re.0.54) per unit.

The Finance Act, 2013 enlarged the scope of Federal Excise Duty (FED) on financial services to include
Asset Management Companies (AMCs) with effect from June 13, 2013. As the asset management
services rendered by the Management Company of the Fund are already subject to provincial sales tax
on services levied by the Sindh Revenue Board, which is being charged to the Fund, the Management
Company is of the view that further levy of FED was not justified.

On September 04, 2013, a Constitutional Petition was filed in the Honourable Sindh High Court (SHC)
jointly by various Asset Management Companies, together with their representatives of Collective
Investment Schemes through their trustees, challenging the levy of FED.

On amount exceeding Rs.1,000,000,000

This represents annual fee payable to SECP in accordance with Regulation 62 of the NBFC Regulations,
whereby the Fund is required to pay SECP an amount at the rate of 0.095% (2018: 0.095%) of the average
daily net assets of the Fund.

------- (Rupees in '000) -------
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13. CONTINGENCIES AND COMMITMENTS

There were no contingencies and commitments outstanding as at the June 30, 2019 and June 30, 2018.

June 30, June 30,
 2019 2018

14. AUDITORS' REMUNERATION

Annual audit fee 459 459
Half yearly review fee 312 312
Other certification and services 77 128

848 899

Sales tax 68 72
Out of pocket expenses 39 27

955 998

15. TAXATION

16.

The Fund's income is exempt from income tax as per clause (99) of part I of the Second Schedule to the
Income Tax Ordinance, 2001 subject to the condition that not less than 90% of the accounting income
available for distribution for the year as reduced by capital gains whether realised or unrealised is distributed
amongst the unit holders by way of cash dividend. Furthermore, as per regulation 63 of the Non-Banking
Finance Companies and Notified Entities Regulation, 2008, the Fund is required to distribute 90% of the net
accounting income available for distribution other than capital gains to the unit holders in cash. The Fund is
also exempt from the provision of Section 113 (minimum tax) under clause 11A of Part IV of the Second
Schedule to the Income Tax Ordinance, 2001. Since the Fund has incurred net loss for the year, no
distribution has been made by the Fund. Accordingly, no provision for taxation has been recognized in these
financial statements.

In view of the above, the Fund has discontinued making further provision in respect of FED on
remuneration of the Management Company with effect from July 01, 2016. However, as a matter of
abundant caution, the provision for FED made prior to this period has been maintained by the Fund
which at June 30, 2019 aggregates to Rs.54.77 (2018: Rs.54.77) million. Had the provision for FED not
been recorded in the financial statements of the Fund, the net assets value of the Fund as at June 30,
2019 would have been higher by Re.0.45 (2018: Re.0.51) per unit.

During the previous year, the SHC passed an order whereby all notices, proceedings taken or pending,
orders made, duty recovered or actions taken under the Federal Excise Act, 2005 in respect of the
rendering or providing of services (to the extent as challenged in any relevant petition) were set aside.
In response to this, the Deputy Commissioner Inland Revenue has filed a Civil Petition for leave to
appeal in the Supreme Court of Pakistan which is pending adjudication.

With effect from July 01, 2016, FED on services provided or rendered by Non-Banking Financial
Institutions dealing in services which are subject to provincial sales tax has been withdrawn by the
Finance Act, 2016.

Related parties / connected persons of the Fund include the Management Company, other collective
investment schemes managed by the Management Company, MCB Bank Limited being the Holding Company
of the Management Company, the Trustee, directors, key management personnel and other associated
undertakings and connected persons. Connected persons also include any person beneficially owing directly
or indirectly 10% or more of the units in the issue / net assets of the Fund.

TRANSACTIONS AND BALANCES OUTSTANDING WITH CONNECTED PERSONS / OTHER RELATED
PARTIES

------ (Rupees in '000) ------
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June 30, June 30,
2019 2018

16.2 Transactions during the year:

Management Company

MCB Arif Habib Savings and Investments Limited
Remuneration of the Management Company (including indirect taxes) 251,671 237,046
Allocated expenses and related taxes 11,134 11,852
Selling and marketing expenses 44,543 41,953

Central Depository Company of Pakistan Limited - Trustee
Remuneration of the Trustee (including indirect taxes) 13,714 12,983
Central Depository Service charges 756 1,680

Group / associated companies

Arif Habib Capital Limited - Brokerage House
Brokerage expense* 2,427 3,785

Next Capital Limited - Brokerage House
Brokerage expense* 747 3,805

Summit Capital (Private) Limited - Brokerage House
Brokerage expense* -

                      
66

MCB Bank Limited
Bank charges 115 146
Profit on balances with banks 11,574 2,859
Dividend income 40,183 26,310
Purchase of securities having face value 

of Rs.Nil (2018: Rs.250 million) -                      247,109
Sale of securities having face value

of Rs.830 million (2018: Rs.1050 million) 821,851 1,039,973
Purchase of 1,989,800 shares (2018:4,119,900 shares) 388,861 867,394
Sale of 1,340,400 shares (2018: 1,996,300 shares) 279,212 425,141

Silk Bank Limited
Bank charges 34 22
Profit on balances with banks 14,260 6,853
Purchase of securities having face value

of Rs.229 million (2018: Rs.1,750 million) 227,678 1,729,449
Sale of securities having face value of 

Rs.2,150 million (2018: Rs.3,050 million) 2,118,245 3,015,720

Nishat Mills Limited
Dividend income 7,329 10,092
Purchase of Nil shares (2018: 2,483,100 shares) -                      363,240
Sale of 1,068,500 shares (2018: 193,200 shares) 143,746 30,017

Nishat Chunian Limited
Dividend income 1,010 495
Purchase of 673,500 shares(2018: Nil shares) 38,807 -

                      Sale of 398,000 shares (2018: 4,089,500  shares) 16,440 216,706

Mughal Iron and Steel Industries Limited
Dividend income -

                      
12,251

Purchase of 1,165,260 shares (2018:3,019,000 shares) 39,876 204,834
Sale of 1,645,760 shares (2018: 2,557,500 shares) 88,630 179,755

Synthetic Products Limited
Dividend income 1,679 -

                      
Pakgen Power Limited
Dividend income -

                      
31

Purchase of 15,500 shares (2018: Nil shares) 299 -

                      Sale of 31,000 shares (2018: Nil shares) 547 -
                      

Adamjee Insurance Company Limited
Purchase of Nil shares (2018:57,000 shares) -

                    

3,733
Sale of 809,500 shares (2018: 807,000 shares) 38,837

              
42,464

Aisha Steels Limited
Sale of 49,500 shares (2018:2,550,500 shares) 693

                   

47,260

-------- (Rupees in '000) --------
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16.3

June 30, June 30,
2019 2018

DG Khan Cement Company Limited
Purchase of 1,600,000 shares (2018: 5,232,200 shares) 143,968

            

596,131
Sale of 1,950,000 shares (2018: 6,618,500 shares) 210,769

            

951,659

Fatima Fertilizer Company Limited
Purchase of 4,548,500 shares (2018: Nil shares) 156,621

            
-

                    

Nishat Power Limited
Sale of Nil shares (2018: 358,500 shares) -

                    
16,089

Balances outstanding at year end:

Management Company

MCB - Arif Habib Savings and Investment Limited 
Remuneration payable 16,417 17,469
Sindh sales tax payable on remuneration 2,134 2,271
Sales load payable including related taxes 36 541
Payable against allocated expense 821 873
Payable against marketing and selling expenses 10,331 10,946

Central Depository Company of Pakistan Limited - Trustee
Remuneration payable 903 958
Sindh sales tax payable on remuneration 117 125
Security deposit 500 500

Group / associated companies

MCB Bank Limited
Bank balance** 20,569 96,528
Profit receivable on bank balances 365 159
Sales load payable 1 16

Silk Bank Limited
Bank balance 3,584 22,730
Profit receivable on bank balances 551 1,544

Arif Habib Limited
Brokerage payable* 87 90

Next Capital Limited
Brokerage payable* 707 800

MCB Bank Limited
2,771,900 shares (2018: 2,122,500 shares) 483,558 419,767

Fatima Fertilizer Company Limited
4,548,500 shares (2018: Nil shares) 135,773 -

                      
Synthetic Products Limited
1,678,500 shares (2018: 1,678,500 shares) 37,246 85,771

Nishat Chunian Limited
275,500 shares (2018: Nil shares) 9,648 -                      
Nishat Mills Limited
1,221,600 shares (2018: 2,290,100 shares) 114,024 322,721

Aisha Steel Limited
Nil shares (2018: 49,500 shares) -

                      
781

Adamjee Insurance Co. Limited
Nil shares (2018: 809,500 shares) -

                      
39,447

Mughal Iron and Steel Industries Limited
1,544,760 shares (2018: 2,013,500 shares) 38,866

              
123,669

            
*

**

The amount disclosed represents the amount of brokerage paid / payable to connected persons and not the purchase or sale
value of securities transacted through them. The purchase or sale value has not been treated as transactions with connected
persons as the ultimate counter-parties are not connected persons.

------ (Rupees in '000) ------

This represents balances held in current and in deposit accounts carrying mark-up at the rate of 10.25% (2018: 3.75%) per
annum. 
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17. FINANCIAL RISK MANAGEMENT

17.1 Market risk

Market risk comprises of three types of risk: currency risk, interest rate risk and other price risk.

17.1.1 Currency risk

17.1.2 Interest rate risk

a) Sensitivity analysis of variable rate instruments

b)  Sensitivity analysis for fixed rate instruments

Profit rate sensitivity position for on balance sheet financial instruments is based on the earlier
of contractual repricing or maturity date. The composition of the fund's investment may
change over time. Accordingly, the sensitivity analysis prepared as at June 30, 2019 is not
necessarily indicative of the impact on the Fund's net assets of future movements in profit
rates.

Currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates. The Fund, at present is not exposed to
currency risk as all transactions were carried out in Pak Rupee.

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates.

Presently, the Fund does not hold any variable profit based investment except balances with
banks in deposit account exposing the Fund to cash flow profit rate risk. In case of 100 basis
points increase / decrease as on June 30, 2019, with all other variables held constant, the net
assets of the Fund and net income for the year would have been higher / lower by Rs.9.17
(2018: Rs.6.50) million.

As at June 30, 2019 the Fund does not hold any fixed rate instruments, therefore, the Fund is
not exposed to fair value profit rate risk.

The Fund's overall risk management programme focuses on the unpredictability of financial markets and seeks
to minimise potential adverse effects on the Fund's financial performance.

The Fund's activities expose it to a variety of financial risks: market risk (including currency risk, profit rate and
other price risk), credit risk and liquidity risk. Risk of the Fund are being managed by the Pension Fund
Manager in accordance with the approved policies of the investment committee which provide broad guidelines
for management of above mention risks. The Board of Directors of the Pension Fund Manager has overall
responsibility for the establishment and oversight of the Fund's risk management framework.

The Fund's primary financial assets comprise of balances with banks and at fair value through profit and loss
investments, comprising of equity securities of listed companies. The Fund also has dividend receivable, profit
receivable, deposits and other receivables. The Fund's principal financial liabilities include remun eration payable 
to Management company, Trustee and SECP and accrued and other liabilities.

Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate as
a result of changes in market prices.

The Management Company manages market risk by monitoring exposure on marketable securities by
following the internal risk management policies and investment guidelines approved by the Board and
regulations laid down by the SECP, the NBFC Regulations and the NBFC Rules.
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On-balance sheet financial instruments

Financial Assets
Balances with banks 10.00 - 13.00% 917,408     -             -            11,672        929,080       

Investments classified as:
At fair value through profit or loss
- Listed equity securities -            -             -            8,600,528   8,600,528    
- Listed debt securities -            -             -            -              -               

-            -             -            8,600,528   8,600,528    
Receivable against sale of investments -            -             -            163,621      163,621       
Dividend and profit receivables 7,079         -             -            22,576        29,655         
Advances, deposits and other receivables -            -             -            4,253          4,253           

924,487     -             -            8,802,650   9,727,137    
Financial Liabilities 
Payable to the Management Company -

            
-

             
-

            
27,605

        
27,605

         Payable to the Trustee -
            

-
             

-
            

903
             

903
              Payable against redemption of units -

            
-

             
-

            
386

             
386

              Payable against purchase of investments -
            

-
             

-
            

-
              

-
               Accrued and other liabilities -

            
-

             
-

            
18,121

        
18,121

         -
            

-
             

-
            

47,015
        

47,015
         On-balance sheet gap 924,487

     
-

             
-

            
8,755,635

   
9,680,122

    
There is no off-balance sheet financial instrument that exist as at year ended June 30, 2019.

On-balance sheet financial instruments

Financial Assets
Balances with banks 3.75 - 7.5% 649,902

     

-

             

-

            

14,106

        

664,008

       

Investments classified:
At fair value through profit or loss - 

held-for-trading
- Listed equity securities -

            

-

             

-

            

8,413,364

   

8,413,364

    

- Listed debt securities -

            

-

             

-

            

-

              

-

               

Available-for-sale
- Listed equity securities -

            

-

             

-

            

1,309,693

   

1,309,693

    

-

            

-

             

-

            

9,723,057

   

9,723,057

    

Receivable against sale of investments -

            

-

             

-

            

52,923

        

52,923

         

Dividend and profit receivables 4,754

         

-

             

-

            

6,225

          

10,979

         

Advances, deposits and other receivables -

            

-

             

-

            

3,929

          

3,929

           

654,656

     

-

             

-

            

9,800,240

   

10,454,896

   

Financial Liabilities 
Payable to the Management Company -

            

-

             

-

            

29,829

        

29,829

         

Payable to the Trustee -

            

-

             

-

            

958

             

958

              

Payable against redemption of units -

            

-

             

-

            

386

             

386

              

Payable against purchase of investments -

            

-

             

-

            

165,428

      

165,428

       

Accrued and other liabilities -

            

-

             

-

            

19,477

        

19,477

         

- - - 216,078 216,078

On-balance sheet gap 654,656 - - 9,584,162 10,238,818

There is no off-balance sheet financial instrument that exist as at year ended June 30, 2018.

June 30, 2019

Yield / 
effective 

interest rate 
(%)

Exposed to yield / interest rate risk

Not 
exposed to 
profit rate 

risk Total 
Upto three 

months

More than 
three 

months and 
upto one 

year
More than 
one year

 ---------------------------- (Rupees in '000) ---------------------------- 

 ---------------------------- (Rupees in '000) ---------------------------- 

June 30, 2018

Yield / 
effective 

interest rate 
(%)

Exposed to yield / interest rate risk

Not 
exposed to 
profit rate 

risk Total 
Upto three 

months

More than 
three 

months and 
upto one 

year
More than 
one year
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17.1.3 Price risk

June 30, June 30,
2019 2018

Investments and net assets           430,026           486,153 

Income statement           430,026           420,668 

17.2 Credit risk

June 30, June 30,
2019 2018

Balances with banks 929,080
         

664,008
         Investments 8,600,528

      
9,723,057

      Receivable against sale of investments 163,621
         

52,923
           Dividend and profit receivables 29,655

           
10,979

           Advances, deposits and other receivables 4,253
             

3,929
             9,727,137 10,454,896

---- (Rupees in '000) ----

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices (other than those arising from interest risk or currency risk)
whether those changes are caused by factors specific to the individual financial instrument or its
issuer, or factors affecting all similar financial instruments traded in the market.

The Fund has exposure to equity price risk arising from its investments in equity securities. The
Fund manages its price risk arising from investment in the equity securities by diversifying its
portfolio within the eligible limits prescribed in the Fund’s constitutive documents, the NBFC
Regulations and circulars issued by SECP from time to time. The Fund’s equity investments and
their fair values exposed to price risk as at the year end are concentrated in the sectors given in
note 6.1.

The following table illustrates the sensitivity of the profit for the year and the unit holders' fund to
an increase or decrease of 5% in the fair values of the Fund’s equity securities. This level of
change is considered to be reasonably possible based on observation of current market
conditions. The sensitivity analysis is based on the Fund's equity securities at each statement of
assets and liabilities date, with all other variables held constant.

Credit risk is the risk that the counterparty to a financial instrument will fail to discharge an obligation or
commitment that it has entered into with the Fund, resulting in a financial loss to the Fund. The credit risk
of the Fund principally arises from deposits and other receivable balances.

Credit risk from balances with banks and financial institutions is managed in accordance with the Fund's
policy. Investments of surplus funds are made only with approved counterparties and within credit limits
assigned to each counterparty. Counterparty credit limits are approved by the Board of Directors. The
limits are set to minimize the concentration of risk and therefore mitigate financial loss through potential
counterparty failure.

The Fund's maximum exposure to credit risk related to receivables at June 30, 2019 and June 30, 2018
is the carrying amounts of following financial assets.

------ (Rupees in '000) ------
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All deposits with NCCPL and CDC are highly rated and risk of default is considered minimal.

June 30, June 30,
2019 2018

Bank balances by rating category

AAA/A1+ 31.82% 64.87%
AA+/A1+ 27.26% 0.52%
AA-/A1+ 4.55% 30.66%
A-/A2 4.55% 3.95%
A/A1 31.83% -

                   

100.00% 100.00%

Receivables against sale of units

Advances and deposits 

Concentration of credit risk 

Settlement risk

The analysis below summaries the credit rating quality of the Fund's financial assets as at June 30, 2019
and June 30, 2018.

-------------- % --------------

These represent amount held under distribution accounts maintained by the Management Company for
receipt of subscription money from unit holders. The amount has been cleared subsequently by the
Management Company.

Deposits are placed with NCCPL and CDC for the purpose of effecting transaction and settlement of
listed securities. It is expected that all securities deposited with NCCPL and CDC will be clearly identified
as being assets of the Fund, hence, the management believes that the Fund is not materially exposed to
a credit risk with respect to such parties. 

Concentration of credit risk exists when changes in economic or industry factors similarly affect groups of
counterparties whose aggregate credit exposure is significant in relation to the Fund’s total credit
exposure. The Fund’s portfolio of financial instruments is broadly diversified and transactions are entered
into with diverse credit-worthy counterparties thereby mitigating any significant concentration of credit
risk.

The Fund's activities may give rise to risk at the time of settlement of transactions. Settlement risk is the
risk of loss due to the failure of counter party to honour its obligations to deliver cash, securities or other
assets as contractually agreed. Credit risk relating to unsettled transactions in securities is considered to
be minimal as the Fund uses brokers with high creditworthiness and the transactions are settled or paid
for only upon delivery using central clearing system.
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17.3 Liquidity risk

Liabilities
Payable to the Management Company 27,605        27,605           -                 -                 
Payable to the Trustee 903

             
903

                
-

                 
-

                 
Payable against redemption of units 386

             
386

                
-

                 
-

                 Payable against purchase of investments -
              

-
                 

-
                 

-
                 Accrued and other liabilities          18,121            18,121 -

                 
-

                 47,015
        

47,015
           

-
                 

-
                 

Liabilities
Payable to the Management Company 29,829

        

29,829

           

-

                 

-

                 Payable to the Trustee               958 958

                

-

                 

-

                 Payable against redemption of units               386                 386 -

                 

-

                 Payable against purchase of investments        165,428           165,428 -

                 

-

                 Accrued and other liabilities 19,477

        

19,477

           

-

                 

-

                 
216,078

      

216,078

         

-

                 

-

                 

In order to manage the Fund's overall liquidity, the Fund also has the ability to withhold daily redemption
requests in excess of ten percent of the units in issue and such requests would be treated as redemption
requests qualifying for being processed on the next business day. Such procedure would continue until
the outstanding redemption requests come down to a level below ten percent of the units then in issue.
The Fund did not withhold any redemptions during the year.

Liquidity risk is the risk that the Fund may not be able to generate sufficient cash resources to settle its
obligations in full as they fall due or can only do so on terms that are materially disadvantageous.

The Fund is exposed to daily cash redemptions, if any, at the option of unit holders. The Fund's approach
to managing liquidity is to ensure, as far as possible, that the Fund will always have sufficient liquidity to
meet its liabilities when due under both normal and stressed conditions, without incurring unacceptable
losses or risking damage to the Fund's reputation. Its policy is therefore to invest the majority of its assets
in investments that are traded in an active market and can be readily disposed and are considered readily
realisable.

The Fund has the ability to borrow in the short-term to ensure settlement. During the current year, the
Fund did not availed any borrowing. As per the NBFC Regulations the maximum amount available to the
Fund from the borrowing would be limited to fifteen percent of the net assets upto 90 days and would be
secured by the assets of the Fund and bear interest at commercial rates.

The table below analyses the Fund's financial liabilities into relevant maturity groupings based on the
remaining period at the statement of assets and liabilities date to the contractual maturity date. The
amounts in the table are the contractual undiscounted cash flows.

June 30, 2019

Carrying 
value

Upto one 
month

More than 
one month 
upto three 

months

More than 
three months 
and upto one 

year
--------------------- (Rupees in '000) ---------------------

June 30, 2018

Carrying 
value

Upto one 
month

More than 
one month 
upto three 

months

More than 
three months 
and upto one 

year
--------------------- (Rupees in '000) ---------------------
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17.4 Financial instruments by category

Assets
Balances with banks -

              
-

                 
929,080

         
929,080

         

Investments -
              

8,600,528
      

-
                 

8,600,528
      

Dividend and profit receivable -
              

-
                 

29,655
           

29,655
           

Receivable against sale of investment -
              

-
                 

163,621
         

163,621
         

Advances, deposits and other receivables -
              

-
                 

4,253
             

4,253
             

-
              

8,600,528
      

1,126,609
      

9,727,137
      

Liabilities 
Payable to the Management Company -                 27,605           27,605           

Payable to the Trustee -                 903                903                
Payable against redemption of units -                 386                386                
Payable against purchase of investments -                 -                 -                 
Accrued and other liabilities -                 18,121           18,121           

-                 47,015           47,015           

Assets
Balances with banks -

              
-

                 
664,008 664,008

         
Investments 1,309,693

    
8,413,364

      
-

                 
9,723,057

      Dividend and profit receivable -
              

-
                 

10,979 10,979
           Receivable against sale of investment -

              
-

                 
52,923 52,923

           Advances, deposits and other receivables -
              

-
                 

3,929 3,929
             1,309,693

    
8,413,364

      
731,839

         
10,454,896

    

Liabilities 
Payable to the Management Company -

                 

29,829 29,829

           Payable to the Trustee -

                 

958 958

                Payable against redemption of units -

                 

386 386

                Payable against purchase of investments -

                 

165,428 165,428

         Accrued and other liabilities -

                 

19,477 19,477

           
- 216,078 216,078

June 30, 2019

At fair value 
through OCI

At fair value 
through profit 

or loss
At amortised 

cost Total

--------------------- (Rupees in '000) ---------------------

--------------------- (Rupees in '000) ---------------------

June 30, 2019
At fair value 

through profit 
or loss

Other 
financial 
liabilities Total

------------- (Rupees in '000) -------------

June 30, 2018

Available-
for-sale

At fair value 
through profit 
or loss - held-

for-trading
Loans and 

Receivables Total

June 30, 2018
At fair value 

through profit 
or loss - held-

for-trading

Other 
financial 
liabilities Total

------------- (Rupees in '000) -------------
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18. UNIT HOLDERS' FUND RISK MANAGEMENT

19. FAIR VALUE OF FINANCIAL INSTRUMENTS

Level 1: quoted prices in active markets for identical assets or liabilities;

Level 2:

Level 3:

As at June 30, 2019 and June 30, 2018, the Fund held the following instruments measured at fair values:

Level 1 Level 2 Level 3 Total

At fair value through profit or loss 8,600,528       -                  -                  8,600,528       
8,600,528       -                  -                  8,600,528       

At fair value through profit or loss 8,413,364       -                  -                  8,413,364       
Available for sale 1,309,693       -                  -                  1,309,693       

9,723,057       -                  -                  9,723,057       

The Fund's capital is represented by redeemable units. The Fund is required by the NBFC Regulations, to
maintain a minimum fund size of Rs.100 million, to be maintained all the time during the life of the scheme.
The units issued by the Fund provides an investor with the right to require redemption for cash at a value
proportionate to the unit holder's share in the Fund's net assets at the redemption date.

The Fund's objective in managing the unit holders' fund is to ensure a stable base to maximise returns to all
investors and to manage liquidity risk arising from redemption. In accordance with the risk management
policies, the Fund endeavours to invest the subscriptions received in appropriate investments while
maintaining sufficient liquidity to meet redemption, such liquidity being augmented by disposal of investments.

The following table shows financial instruments recognized at fair value, analyzed between those whose fair
value is based on:

During the year ended June 30, 2019, there were no transfers between level 1 and level 2 fair value
measurements, and no transfer into and out of level 3 fair value measurements.

The Fund has not disclosed the fair values of other financial assets and financial liabilities, as these are either
short term in nature or repriced periodically. Therefore, their carrying amounts are a reasonable approximation
of their fair values.

June 30, 2018

June 30, 2019

IFRS 13 - 'Fair Value Measurement' establishes a single source of guidance under IFRS for all fair value
measurements and disclosures about fair value measurement where such measurements are required as
permitted by other IFRSs. It defines fair value as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date (i.e. an exit
price).

Financial assets which are tradable in an open market are revalued at the market prices prevailing on the
statement of assets and liabilities date. The estimated fair value of all other financial assets and financial
liabilities is considered not significantly different from book value.

those involving inputs other than quoted prices included in Level 1 that are observable for the asset
or liability, either directly (as prices) or indirectly (derived from prices); and

--------------------------------- (Rupees in '000) ---------------------------------

those with inputs for the asset or liability that are not based on observable market data
(unobservable inputs).
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20. SUPPLEMENTARY NON FINANCIAL INFORMATION

20.1 Pattern of unit holding

Details of pattern of unit holding

(Rupees in '000)

Individuals 7,889            39,417,599     3,125,839 32.70%
Insurance companies 15                 3,138,925       248,922 2.60%
Asset Management Company 1                   3,227,917       255,976 2.70%
Banks / DFIs 4                   107,266          8,506 0.10%
Non Banking Finance 

Companies (NBFCs) 7                   33,568            2,662 0.00%
Retirement funds 76                 25,056,727     1,987,014 20.80%
Other Companies 71                 7,593,255       602,150 6.30%
Associated Companies 7                   37,572,874     2,979,551 31.20%
Directors 1                   18,716            1,484 0.00%
Others 158               4,334,521       343,730 3.60%

8,229            120,501,368   9,555,834     100%

(Rupees in '000)

Individuals 8,074            43,746,275     4,147,391      41.01%
Insurance companies 18                 3,684,406       349,302         3.45%
Banks / DFIs 3                   107,187          10,162           0.10%
Non Banking Finance 

Companies (NBFCs) 12                 43,031            
4,080             0.04%

Retirement funds 1,564,914       
148,363         1.47%

Other Companies 68
                 

7,091,069
       

672,273
         

6.65%
Associated Companies 8

                   
28,567,060

     
2,708,317

      
26.78%

Directors 1
                   

37,839
            

3,587
             

0.04%
Others 219

               
21,824,765

     
2,069,110

      
20.46%

8,403
            

106,666,546
   

10,112,584
    

100%

20.2 Top ten brokers / dealers by percentage of commission paid

Details of commission paid by the fund to top ten brokers by percentage during the year are as follows:

June 30, 2018

Number of 
unit holders

Number of 
units held

Investment
Amount

 Percentage 
of total 

investments 

The information regarding pattern of unit holding, list of top ten brokers, meetings of the Board of Directors of
the management company and members of the Investment Committee are as follows:

June 30, 2019

Number of 
unit holders

Number of 
units held

Investment
Amount

 Percentage 
of total 

investments 
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June 30,
2019

(Percentage)

1 JS Global Capital Limited 11.43%
2 Arif Habib Limited 10.57%
3 Al Falah Securities (Private) Ltd. 10.46%
4 Efg Hermes Pakistan Limited 8.94%
5 BMA Capital Management Limited 5.10%
6 Top Line Securities (Private) Limited 4.59%
7 Djm Securities (Private) Limited 4.22%
8 Icon Securities (Private) Limited 4.19%
9 Intermarket Securities Limited 4.08%

10 Taurus Securities Limited 4.00%

June 30,
2018

(Percentage)

1 JS Global Capital Limited 10.54%
2 Next Capital Ltd. 9.68%
3 Arif Habib Limited 9.62%
4 Al Falah Securities (Private) Ltd. 9.29%
5 Bipl Securities Limited 5.77%
6 Foundation Securities Ltd. 5.51%
7 Djm Securities (Private) Limited 4.79%
8 Elixir Securities Pakistan (Private) Ltd. 4.70%
9 Top Line Securities (Private) Ltd. 4.05%

10 Taurus Securities Limited 3.96%

20.3 Attendance at meetings of the Board of Directors

Name of Director Held Attended
Leave

granted
Meeting not 

attended

Mr. Mian Muhammad Mansha 8 2 6 6
Mr. Nasim Beg 8 8 - -
Mr. Muhammad Saqib Saleem 8 8 - -
Dr. Syed Salman Ali Shah* 8 6 - -
Mr. Haroun Rashid 8 5 3 3
Mr. Ahmed Jahangir 8 8 - -
Mr. Mirza Qamar Beg 8 8 - -
Mr. Samad A. Habib 8 6 2 2

* Resigned on June 10, 2019

The 143rd, 144th, 145th, 146th, 147th, 148th, 149th and 150th meeting of the Board of Directors were
held on August 17, 2018, September 14, 2018, October 22, 2018, October 26, 2018, April 15, 2019,
April 19, 2019, June 17, 2019 and June 27, 2019 respectively. Information in respect of attendance by
the directors and other persons in the meetings is given below: :

Number of meetings
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20.4 Particulars of investment committee and fund manager

Detail of members of the investment committee of the Fund are as follow:

Qualification 
Experience in 

years

Mr. Muhammad Saqib Saleem Chief Executive Officer FCA & FCCA 22

Mr. Muhammad Asim Chief Investment Officer MBA  & CFA 16

Mr. Saad Ahmed MBA 14

Mr. Muhammad Aitazaz Farooqui Senior Analyst MBA  & CFA 6

Mr. Syed Abid Ali Head of Equities MBA 11

Mr. Awais Abdul Sattar Head of Research MBA  & CFA 8

20.5 Other funds managed by the fund manager

21. TOTAL EXPENSE RATIO

22. GENERAL

22.1 Figures have been rounded off to the nearest thousand rupee unless otherwise specified.

22.2

23. DATE OF AUTHORISATION FOR ISSUE

Syed Abid Ali is the Manager of the Fund. He is also managing MCB Pakistan Asset Allocation Fund,
Pakistan Capital Market Fund, Alhamra Islamic Active Allocation Fund and Pakistan Pension Fund.

Total Expense Ratio of the Fund is 3.22% as on June 30, 2019 (2018 is 3.48%) and this includes 0.34%
(2018: 0.38%) representing Government Levy, Sindh Workers' Welfare Fund (SWWF) and SECP fee. This
ratio is within the maximum limit of 4.5% capped as per S.R.O 639 (I)/2019 dated June 20, 2019 issued by
SECP, in connection with NBFC Regulations 60(5) for a collective investment scheme categorised as an
equity scheme.

Certain prior year's figures have been re-arranged / re-classified, wherever necessary, to facilitate
comparison in the presentation in the current year. However, there are no material re-arrangements /
re-classifications to report other than as disclosed in note 4.1.

These financial statements were authorised for issue on September 13, 2019 by the Board of
Directors of the Management Company.

Name Designation 

Asset Class Specialist - Fixed 
Income

362 MCB PAKISTAN STOCK MARKET FUND

For MCB-
(Management Company)

Arif Habib Savings and Investments Limited

Chief Executive Officer Chief Financial Officer Director 
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PATTERN OF UNIT HOLDING BY SIZE 
FOR THE YEAR ENDED JUNE 30, 2019

363 MCB PAKISTAN STOCK MARKET FUND
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PERFORMANCE TABLE 
FOR THE YEAR ENDED JUNE 30, 2019

364 MCB PAKISTAN STOCK MARKET FUND

Performance Information 2019 2018 2017 2016 2015
Total Net Assets Value – Rs. in million 9,556 10,113             11,629      8,018                        6,075 
Net Assets value per unit – Rupees 79.3006

81.9889
76.6123

101.2954
80.4862
97.9741
77.8472

Nil 

(1,943.16)

94.8056          102.5017      87.09                        83.23 
Closing Offer Price 98.0195          105.9765      90.69                        85.51 
Closing Repurchase Price 94.8056          102.5017      87.09                        83.23 
Highest offer price per unit 109.4173          130.9362      93.98                        91.70 
Lowest offer price per unit 88.8802           90.7800      76.67                        61.04 
Highest Redemption price per unit 105.8297          126.6430      90.25                        89.25 
Lowest Redemption price per unit 85.966           87.7000      73.63                        59.41 
Distribution per unit  – Rs. *               10.00        0.50                          4.00 

Average Annual Return - %
One year -16.35 -7.51                   29.54           5.25                           39.35 
Two year -11.93 11.02                   17.40          22.30                           37.06 
Three year 1.89 9.09                   24.71          26.46                           41.18 

Net Income for the year – Rs. in million             (1,943.16)                   (693.69)              2,456.63        171.42                      1,570.73 
Distribution made during the year – Rs. in million                            -                   967.09          43.67                         273.04 
Accumulated Capital Growth – Rs. in million                   (693.69)          1,489.54    127.75                   1,297.69 

* Date of Distribution

Disclaimer
The past performance is not necessarily indicative of future performance and unit prices and investments and returns may go down, as well as 

Date Rate
June 21, 2017 10

Date Rate
June 27, 2016 0.5

Date Rate
June 22, 2015 4.00

2017

2016

2015



PROXY ISSUED BY FUND 

                                                                                                    
                                                                                                    Resolutions For Against Abstain Reason for Abstaining

Number 37 0 0 -   

(%ages) 100 0 0 -   

FOR THE YEAR ENDED JUNE 30, 2019

The Board of Directors of MCB-Arif Habib Savings and Investments Limited (the Management Company of the fund)
have overall responsibility for the implementation of Proxy Voting Policy and Procedures which is available on Management 
Company’s website (www.mcbah.com).  Moreover, details of summarized proxies voted are as follows: 

Detailed information regarding actual proxies voted by the Management Company on behalf on the Funds will be provided
without any charges on request of unit holders. 

365

37
100
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