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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2020

Dear Investor,

On behalf of the Board of Directors, we are pleased to present MCB Pakistan Stock Market Fund
accounts review for the half year ended December 31, 2020.

Economy and Money Market Review

The first half of fiscal year 2021 has been promising, as economic activities have swung up in full throttle
though challenges from Covid may continue to remain in the near term. The economic recovery has been
sharper than expectations as lagged impact of monetary easing, pent up demand and higher remittances
have provided impetus to economic growth. Covid-19 has not been as detrimental as initially expected
and perhaps local demographics and a successful strategy by the government has been able to wither
the storm. We therefore expect economic growth to be better than general estimates. Government had
initial expectations of lower industrial growth (targeting a growth of 0.1% over last year) due to Covid-19,
which we now believe would be better than expectations as cyclical sectors have exhibited strong
demand and volumetric growth.

Cement sector saw an impressive growth in local dispatches as they witnessed a growth of ~17% over
last year in the first half of FY21. Sales of 2 and 3 wheeler units rose at a more impressive rate of ~19%
over last year reflecting on the vibrancy of middle class economic dynamics. Similarly, the demand of
white petroleum products increased by near 10% over last year during the half implying a broad based
recovery in economy. Overall, Large Scale Manufacturing Index (LSM) has grown by ~7.4% in first five
months of the current fiscal year led by the cyclical sectors.

Current account posted a surplus of USD 997 million in the first half of fiscal year compared to a
deficit of USD 2,032 million in the corresponding period of the last year. The improvement came in
primarily on the back of higher remittances, which grew at a stupendous rate of 25% during the period.
Foreign exchange reserves of central bank saw an increase of ~USD 1.3 billion during the half due to
improved balance of payment position.

Inflation remained an Achilles heel for the government as rising food prices continued to create
challenges for policy makers. Headline inflation represented by CPI averaged ~8.6% over last year during
the first six months, with food inflation averaging ~13% during the period. The prices of perishable food
items along with the price of wheat continued to advance higher as supply side disruptions and
mismanagement caused the prices to soar. Nevertheless, core inflation as measured by Non Food Non
Energy was still controlled and averaged ~5.9% for the period. Monetary Policy Committee maintained
status quo after successive cuts in previous meetings. While real interest rates remained negative, the
central bank was cautious with regards to demand side pressures owing to Covid-19.

As the economy started to open up, tax collection also improved and grew by 5% during the first half of
the fiscal year and almost met the desired target for the period. Fiscal deficit for the first five months of the
period clocked in at 1.8% of GDP, compared to 1.6% of GDP last year. Primary balance was even better
at a surplus of 0.5% of GDP compared to last year surplus of 0.3% of GDP.

Yield curve started to slope upward after inflation continued to disappoint investors. The central bank also
raised its expectation of inflation as discussed in the minutes of MPC. It now expects it to fall in the
upward range of 7-9% compared to earlier expectations of inflation falling in the lower range. 3, 5 and 10
Year bonds saw a rise of 74 bps, 114 bps and 129 bps respectively during the period.

Equity Market Review

The benchmark KSE-100 Index continued on towards its positive trajectory during the second quarter of
this fiscal year, after posting an incredible return of 17.9% in the first quarter. The index posted a return of
7.9% during the second quarter, taking the cumulative return of first half to 27.1%. Individual and
Corporate Companies were the major buyers during the period, taking an exposure of USD 159 / 91 million in
equities, while commercial banks turned out to be net sellers reducing their exposure by USD 69 million.

174 MCB PAKISTAN STOCK MARKET FUND
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On the other end, Foreigners continued to offload as they sold stocks worth USD 247million. Trading activity
at the bourse increased compared to the previous half as the average volumes and value traded
amounted to near 448 million shares (up 116%) and about PKR 17 billion (up 109%) respectively.

Tech, Steel and Refineries were the major outperformers as they posted returns of 134% / 86% / 75%
respectively during the first half of the fiscal year. Tech companies saw a massive re -rating in their
valuations as investor cherished the changing landscape of tech companies post Covid. Steel sector
gained traction during period after a sharp increase in construction demand and prices sent their stocks
soaring. Moreover, rumors of a guaranteed rate of return for refineries drove sector returns during the
period. On the other side, Oil and Gas exploration remained the major underperformer posting nominal
returns of 7% only, as volatile crude oil prices along with rising circular debt kept investors at bay.

FUND PERFORMANCE

During the period, PSM generated a return of 26.59% as compared to a return of 27.11% witnessed by
the KSE100 Index. Overall equity exposure stood at 97% on December 31, 2020. The fund remained
vigilant of the external factors and the investment strategy was maneuvered considering the fundamental
developments. The allocation was mainly held in Commercial Banks, Cement and Oil & Gas Exploration
Companies.

The Net Assets of the fund as at December 31, 2020 stood at Rs.11,872 million as compared to
Rs.8,804 million as at June 30, 2020 registering an increase of 34.85%.

The Net Asset Value (NAV) per unit as at December 31, 2020 was Rs. 98.0108 as compared to opening
NAV of Rs. 77.4230 per unit as at June 30, 2020 registering an increase of 20.5878 per unit.

Economy & Market — Future Outlook

GDP growth for FY21 is projected at 2.1% by government and various institutions. Despite the
reemergence of Covid cases in the winter season, Pakistan has resiliently kept the growth momentum
going. Generally, economy appears to now operating close to pre-covid levels as cyclical sectors have
geared up after record monetary easing. We expect growth to fare better than general expectations as
industrial growth has revived much earlier than our anticipation. We expect economic growth to recover
well above 2.1%.

Balance of Payment worries have subsided for the near term as current account deficit has adjusted to
reasonable level since the policy actions taken by the central government. Global economy has started to
recover and the reported data and news flow suggests that the exports are gaining momentum.
Remittances have also been far above the general expectations and in fact near 25% growth over last
year reported in the first half has surprised everyone. We expect Current Account Deficit to settle near 1%
of GDP in the FY21, which can be easily financed via flows from foreign investments and debt flows.
However, the recent spike in commodity prices from oil to iron ore, coal, etc. pose downside risks to our
favorable stance. With Real Effective Rate for Nov-2020 at 99.4, any significant movement in
commodities may cause relative inflation and balance of payment to weaken further and thus can cause
currency to weaken swiftly. Continuation of IMF program will be a key prerequisite to keep the financial
account in positive zone. With the current scenario, we expect foreign exchange reserves to further
increase by about USD 550 million from current levels, which will help alleviate any pressure on currency.

Inflation has exceeded our earlier expectations as food prices have sky rocketed. We expect CPI to
average near 9.1% for FY21, slightly higher than the expected range (7.0-9.0) of central bank. For the
next fiscal year, we expect CPI to average close to 8.5%, slightly lesser than current run rate. Central
bank for the first time has provided guidance on interest rates in the short term which will perhaps bring
more certainty in investor expectations. The central authority has vowed to keep interest rates stable in
the short run and bring in mildly positive interest rates over the medium term. Given the guidance by
central bank, we now expect interest rates to adjust by 100-150 bps over the next fiscal year.

From capital market perspective, particularly equities, we are getting a much clearer picture now. As
growth momentum continues, the valuations are catching up with historical norms. Barring any external
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shock, we think equities have potential to provide decent returns to investors. Given that low interest rate
environment is likely to continue for the short to medium term, we believe equities will continue to attract
flows. Risk premiums vis a vis 10-year bonds is right now at 1.9%, compared to historical average of
1.0% suggesting some upside due to re-rating would be possible. Alongside, earnings growth will be a
key driver for the next few years as they have lagged behind nominal GDP growth during the last couple
of years. We believe a micro view of sectors and stock will remain more important this year and
investment selection should focus on companies which trade at a deep discount to their intrinsic value.
Similarly, focus should also revert back to companies that are expected to exhibit stellar earnings growth
over the medium term.

For debt holders, we expect Money Market Funds to continue to seamlessly mirror policy rates throughout
the year. On the other hand, government bonds have priced in the anticipated yield curve. We remain
cautious at the current levels of bond yields and would continue to monitor the data points to capitalize on
opportunities.

Mutual Fund Industry Review

The Net Assets of the open-end mutual fund industry increased by about 24.0% to PKR 920 billion at the
end of the first half of the fiscal year. Money market funds and Fixed Income funds experienced an influx
of investment as corporate liquidity swiftly moving towards mutual funds. Total money market funds grew
by about 30% during the period to PKR 410 billion. Within the money market sphere, the conventional
funds dominated as they grew by about 37% to PKR 281 billion. Equity and related funds surged rapidly
by 24% from PKR 224 billion to PKR 278 billion over the quarter. Most of the rise in equity and equity
linked fund assets can be attributed to a positive uptick in the market that was up 26% YoY owing to
favorable investor sentiments.

In terms of the segment share, Money Market funds were the leader with a share of around 44%, followed
by Equity and Equity related funds with a share of 30% and Income funds having a share of 24% as at
the end of the calendar year.

Mutual Fund Industry Outlook

Record decline in interest rates have reinstated the confidence in risk asset classes. We expect liquidity
to gear up towards equity and related funds. The sustainability of liquidity will however depend on how the
economy transitions through this phase of pandemic. Our operations remained seamless and given our
competitive edge due to aggressive investment in digital access and online customer experience, the
environment provides an opportunity with growing number of investors available online.
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TRUSTEE REPORT TO THE UNIT HOLDERS

CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office:

CDC House, 55-B, Black ‘B
§.M.C.H.5., Main Shahra-e-Faisal
Karachi - 74400, Pakistan,

Tel :(92-21) 111-111-500
Fax: (92-21) 34326021 - 23
URL: www.cdcpakistan.com
Email: info@cdepak.com

TRUSTEE REPORT TO THE UNIT HOLDERS
MCB PAKISTAN STOCK MARKET FUND

Report of the Trustee pursuant to Regulation 41(h) of the Non-Banking Finance
Companies and Notified Entitics Regulations, 2008

We Central Depository Company of Pakistan Limited, being the Trustee of MCB
Pakistan Stock Market Fund (the Fund) are of the opinion that MCB-Ari[ Habib Savings
and Tnvestments Limited being the Management Company of the Fund has in all matcrial
respects managed the Fund during the six menths period ended December 31, 2020 in
accordance with the provisions of the following:

(1) Limilations impeosed on the investment powers of the Management Company
under the constitutive documents of the Fund;

(i) The pricing, issuance and redemption of units are carried out in accordance with
the requirements of the constitutive documents of the Fund; and

(iii)  The Non-Banking Finance Companies (Establishment and Regulations) Rules,
2003, the Non-Banking Finance Companies and Notified Entitiecs Regulations,
2008 and the constitutive documents of the Fund.

AR
Badiutddin Akbe
Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi: February 11, 2021
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AUDITOR’S REPORT TO THE UNIT HOLDERS
ON REVIEW OF CONDENSED INTERIM FINANCIAL STATEMENTS

EY Ford Rhodes UAN: 49221 111 11 38 37 (EYFR)
Chartered Accountants Tel: 45221 3565 0007-11
Progressive Plaza, Beaumont Road Fax: +9221 3568 1965
. P.0. Box 15541, Karachi 75530 ey.khid@pk.ey.com
Building a better Pakistan ey.com/pk
working world

INDEPENDENT AUDITORS' REVIEW REPORT
To the Unit holders of MCB Pakistan Stock Market Fund

Report on review of Interim Financial Statements

Introduction

We have reviewed the accompanying condensed interim statement of assets and liabilities of
MCE Pakistan Stock Market Fund (the Fund) as at 31 December 2020, the related
condensed interim income Statement, condensed interim Statement of Comprehensive
Income, condensed interim Statement of Cash Flows, condensed interim Statement of
Movement in Unit Holders’ Fund, and notes to the accounts for the six month period then
ended (here-in-after referred to as “interim financial statements”). Management Company is
responsible for the preparation and presentation of this interim financial statements in
accordance with approved accounting standards as applicable in Pakistan for interim financial
reporting. Our responsibility is to express a conclusion on this interim financial statements
based on our review. The figures of the condensed interim income statement and condensed
interim statement of comprehensive income for the quarters ended 31 December 2020 and
31 December 2019 have not been subject to limited scope review by the external auditors as
we are only required to review the cumuiative figures for the six-months pericd ended 31
December 2020.

Scope of Review

We conducted our review in accardance with the International Standard on Review
Engagements 2410, “Review of Interim Financial Statements Performed by the Independent
Auditor of the Entity”. A review of interim financial statements consisis of making inquiries,
primarily of persons responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope than an audit conducted
in accordance with International Standards on Auditing and consequently does not enable us
to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim financial statements is not prepared, in all material respects, in
accordance with approved accounting standards as applicable in Pakistan for interim financial

reporting.
-

A memazer irm of Ernsi & Youna Glabal Lomijad
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AUDITOR’S REPORT TO THE UNIT HOLDERS
ON REVIEW OF CONDENSED INTERIM FINANCIAL STATEMENTS

EY

Building a better
working world

The engagement partner on the review resulting in this independent auditors’ review report is
Shaikh Ahmed Salman.

rdaA

Chartered Accountants
Date: 18 February 2021

Karachi

Amembe irm 21 EFRSE & Youra G obal Limited
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CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES
AS AT DECEMBER 31, 2020

(Un-audited) (Audited)
December 31, June 30,
2020 2020
Note  ---=------ (Rupees in '000) --=-=------
ASSETS
Balances with banks 4 176,769 351,866
Investments 5 11,892,710 8,666,891
Receivable against sale of investments 114,209 27,085
Dividend and profit receivables 13,554 18,647
Advances, deposits and other receivables 66,311 14,272
Total assets 12,263,553 9,078,761
LIABILITIES
Payable to Management Company 61,155 45,048
Payable to Trustee 1,211 888
Payable to the Securities and Exchange Commission of Pakistan 6 1,113 1,770
Payable against purchase of investments 127,840 91,477
Accrued expenses and other liabilities 7 200,123 135,295
Payable against redemption of units 386 386
Total liabilities 391,828 274,864
NET ASSETS 11,871,725 8,803,897
Unit holders’ fund (as per statement attached) 11,871,725 8,803,897
Contingencies and Commitments 8
----- (Number of units) -----
NUMBER OF UNITS IN ISSUE 121,126,732 113,711,578
----------- (Rupees) ========---
NET ASSET VALUE PER UNIT 98.0108 77.4230

The annexed notes 1 to 17 form an integral part of these interim financial statements.

For MCB-Arif Habib Savings and Investments Limited
(Management Company)

e , -

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)

FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2020

Half year ended

Quarter ended

December 31,

December 31,

2020 2019 2020 2019
Note @~ = —=—-mmemmemeeeee (Rupees in '000) ------------------

INCOME
Gain on sale of investments - net 1,101,358 246,898 646,662 337,775
Dividend income 136,970 273,231 109,937 129,620
Income from Government securities 1,380 27,451 193 15,297
Profit on balances with banks 8,803 26,060 2,863 12,611
Unrealised gain on revaluation of investments

classified as 'at fair value through profit or loss' - net 5.1 1,468,199 842,661 232,555 1,225,039
Other income 57 7 34 7
Total income 2,716,767 1,416,308 992,244 1,720,349
EXPENSES
Remuneration of the Management Company 111,315 86,121 57,260 44,865
Sindh Sales Tax on remuneration

of the Management Company 14,471 11,196 7,444 5,833
Remuneration of the Trustee 6,071 4,809 3,116 2,495
Sindh Sales Tax on remuneration of the Trustee 789 625 405 324
Annual fee of the Securities and

Exchange Commission of Pakistan 1,113 861 572 448
Allocated expenses 9 5,566 4,306 2,863 2,243
Selling and marketing expenses 10 72,354 40,830 37,218 28,057
Auditors' remuneration 444 479 198 271
Securities transaction cost 41,525 15,927 21,044 11,863
Settlement and bank charges 1,980 1,166 1,060 488
Legal and professional charges 68 92 34 46
Fees and subscriptions 26 26 19 7
Provision for Sindh Workers' Welfare Fund 49,221 24,997 17,220 24,997
Total expenses 304,943 191,435 148,453 121,937
Net income for the period before taxation 2,411,824 1,224,873 843,791 1,598,412
Taxation 1" - - - -
Net income for the period 2,411,824 1,224,873 843,791 1,598,412
Earnings per unit 12
Allocation of net income for the period after taxation

Net income for the period 2,411,824 1,224,873

Income already paid on units redeemed (236,862) (89,802)

2,174,962 1,135,071
Accounting income available for distribution:
- Relating to capital gains 2,174,962 998,675
- Excluding capital gains - 136,396
2,174,962 1,135,071

The annexed notes 1 to 17 form an integral part of these interim financial statements.

For MCB-Arif Habib Savings and Investments Limited
(Management Company)

Chief Executive Officer Chief Financial Officer

-

Director
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CONDENSED INTERIM STATEMENT OF OTHER COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2020

Half year ended Quarter ended
December 31, December 31,
2020 2019 2020 2019

------------------ (Rupees in '000) ------------------
Net income for the period after taxation 2,411,824 1,224,873 843,791 1,598,412

Other comprehensive income - - - -

Total comprehensive income for the period 2,411,824 1,224,873 843,791 1,598,412

The annexed notes 1 to 17 form an integral part of these interim financial statements.

For MCB-Arif Habib Savings and Investments Limited
(Management Company)

s Aol -

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUND (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2020

Half year ended December 31, 2020 Half year ended December 31, 2019

Undistributed
Capital income / Capital |Undistributed
Value (loss) Total Value income Total
(Rupees in '000)

Net assets at the beginning of the period 5,894,800 2,909,097 8,803,897 6,482,505 3,073,329 9,555,834

Issuance of 58,977,573 (2019: 29,985,224) units:
- Capital value (at net asset value per unit at the

beginning of the period) at Rs.77.4230 4,566,224 - 4,566,224 | | 2,377,847 - 2,377,847
- Element of income 763,234 - 763,234 91,936 - 91,936
5,329,458 - 5,329,458 2,469,783 - 2,469,783

Redemption of 51,562,420 (2019: 46,143,657) units:
- Capital value (at net asset value per unit at the

beginning of the period) at Rs.77.4230 3,992,120 - 3,992,120 | | 3,659,221 - 3,659,221

- Element of (loss)/ income 918,196 (236,862) 681,334 (72,599), 89,802 17,203

4,910,316 (236,862) 4,673,454 3,586,622 89,802 3,676,424

Total comprehensive income for the period - 2,411,824 | 2,411,824 - 1,224,873 | 1,224,873
Distributions during the period - - - - - -

Net income for the period less distribution - 2,411,824 2,411,824 - 1,224,873 1,224,873

Net assets as at the end of the period 6,313,942 5,084,059 11,871,725 5,365,666 4,208,400 9,574,066

Undistributed income
brought forward comprising of:

- Realised 3,417,678 4,858,310
- Unrealised (508,581) (1,784,981
2,909,097 3,073,329

Accounting income available for distribution:

- Relating to capital gains 2,174,962 998,675

- Excluding capital gains - 136,396
2,174,962 1,135,071

Undistributed income carried forward 5,084,059 4,208,400

Undistributed income
carried forward comprising of:

- Realised 3,615,860 3,975,842
- Unrealised 1,468,199 232,558
5,084,059 4,208,400
(Rupees) (Rupees)
Net assets value per unit as at beginning of the period 77.4230 79.3006
Net assets value per unit as at end of the period 98.0108 91.7558

The annexed notes 1 to 17 form an integral part of these interim financial statements.

For MCB-Arif Habib Savings and Investments Limited
(Management Company)

e , -

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period before taxation

Adjustments for non cash and other items:
Unrealised gain on revaluation of investments
classified as 'at fair value through profit or loss' - net

(Increase) / decrease in assets
Investments - net

Receivable against sale of investments
Dividend and profit receivable
Advances, deposits and receivables

Increase in liabilities

Payable to Management Company

Payable to Trustee

Payable to the Securities and Exchange Commission of Pakistan
Payable against purchase of investments

Accrued expenses and other liabilities

Payable against redemption of units

Net cash (used) in / generated from operating activities
CASH FLOWS FROM FINANCING ACTIVITIES

Amount received on issuance of units

Amount paid on redemption of units

Net cash generated from / (used) in financing activities

Net decrease in cash and cash equivalents during the period

Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

Half year ended

December 31,

2020

2019

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

2,411,824 1,224,873
(1,468,199) (842,661)
943,625 382,212
(1,757,620) 3,213
(87,124) 163,621
5,093 23,594
(52,039) (2,136
(1,891,690) 188,292
16,107 17,890
323 (13
(657) (9,718
36,363 314,273
64,828 29,932
- 4,500
116,964 356,864
(831,101) 927,368
5,329,458 2,469,783
(4,673,454) (3,676,424
656,004 (1,206,641)
(175,097) (279,273)
351,866 929,080
176,769 649,807

The annexed notes 1 to 17 form an integral part of these interim financial statements.

For MCB-Arif Habib Savings and Investments Limited

(Management Company)

Chief Executive Officer

Chief Financial Officer

-

Director
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2020

1. LEGAL STATUS AND NATURE OF BUSINESS

1.1 MCB Pakistan Stock Market Fund (the Fund) was established under a Trust Deed executed between 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).

1.2 The Management Company of the Fund has been licensed to act as an Asset Management Company under the
Non-Banking Finance Companies (Establishment and Regulations) Rules, 2003 through a certificate of
registration issued by the SECP. The registered office of the Management Company is situated at 2nd Floor,
Adamjee House, |.I. Chundrigar Road, Karachi, Pakistan.

1.3 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.

1.4 The Pakistan Credit Rating Agency (PACRA) Limited has assigned Management quality rating of 'AM1' dated
October 06, 2020 to the Management Company.

1.5 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.

1.6 During the current period, The Trust Act, 1882 has been repealed due to promulgation of provincial trust acts as empowered
under the Eighteenth Amendment to the Constitution of Pakistan. Various new requirements including registration and annual
renewal requirement under the relevant trust acts have been introduced. The Management Company in consultation with the
MUFAP and the Trustee is currently deliberating upon the requirements of the newly enacted provincial trust acts and their
implication on the Fund.

2. BASIS OF PREPARATION

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

- International Accounting Standard (IAS) 34, 'Interim Financial Reporting', issued by the Internati onal Accounting
Standards Board (IASB) as notified under the Companies Act, 2017;

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

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

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 IAS 34
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.

2.2 The disclosures made in these condensed interim financial statements do not include all the information and
disclosures required in a full set of financial statements and should be read in conjunction with the published
audited financial statements of the Fund for the year ended June 30, 2020.

2.3 In compliance with schedule V of the NBFC Regulations, the Directors of the Management Company, hereby

declare that these condensed interim financial statements give a true and fair view of the state of the Fund’s
affairs as at December 31, 2020.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2020

2.4 These condensed interim financial statements are presented in Pakistani Rupee, which is the functional and
presentation currency of the Fund.

3. ACCOUNTING POLICIES AND ESTIMATES
3.1 The accounting policies applied in the preparation of these condensed interim financial information are the same

as those applied in the preparation of the audited financial statements of the Fund for the year ended June 30,
2020.

The preparation of these condensed interim financial statements in conformity with approved accounting
standards requires management to make estimates, assumptions and use judgements that affect the application
of accounting policies and reported amounts of assets, liabilities, income and expenses. Estimates, assumptions
and judgments are continually evaluated and are based on historical experience and other factors, including
reasonable expectations of future events. Revisions to accounting estimates are recognised prospectively
commencing from the period of revision.

3.2 New / Revised Standards, Interpretations and Amendments

The Fund has adopted the following standards and amendment to IFRSs which became effective for the current
period:

IFRS 3 — Amendements to Definition of a Business
IFRS 9 — Interest Rate Benchmark Reform

IAS 1 — Definition of Material

IFRS 16 — COVID-19 Rent Related Concessions
The Conceptual Framework for Financial Reporting

The adoption of the above amendments to accounting standards and interpretations did not have any effect on
these condensed interim financial statements.

3.3 The Fund's financial risk management objectives and policies are consistent with those disclosed in the annual
audited financial statements of the Fund as at and for the year ended June 30, 2020.

(Un-audited) (Audited)
December 31 June 30

2020 2020
4. BALANCES WITH BANKS Note ------- (Rupees in '000) -------
In current accounts 4.1 18,830 22,057
In savings accounts 4.2 157,939 329,809
176,769 351,866

4.1 These include a balance of Rs.9.380 (June 30, 2020: Rs.12.609) million maintained with MCB Bank Limited, a
related party.

4.2 These carry profits at the rates ranging from 5.50% to 7.60% (June 30, 2020: 5.50% to 8.83%) per annum and
include Rs.51.928 (June 30, 2020: Rs.63.120) million maintained with MCB Bank Limited, a related party which
carries profit at the rate of 5.50% (June 30, 2020: 5.50% to 8.83%) per annum.

5. INVESTMENTS
At fair value through profit or loss

Listed equity securities 5.1 11,892,710 8,666,891
Government securities 5.2 - -

11,892,710 8,666,891
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AUDITED)

NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN

FOR THE HALF YEAR ENDED DECEMBER 31, 2020
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AUDITED)

NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN
FOR THE HALF YEAR ENDED DECEMBER 31, 2020
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2020

8. CONTINGENCIES AND COMMITMENTS
There were no contingencies and commitments outstanding as at the December 31, 2020 (June 30, 2020: Nil).
9. ALLOCATED EXPENSES

The Management Company has charged actual expenses related to registrar services, accounting, operations
and valuation services to the CIS as per SECP vide SRO 639 dated June 20, 2019.

10. SELLING AND MARKETING EXPENSES

The Management Company has charged actual expenses to the extent as it has think expedient as per SECP
circular 11 dated July 05, 2019.

11. TAXATION

The Fund's income is exempt from income tax as per clause (99) of part | 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. The Fund has not recorded any tax liability in respect of income
relating to current period as the Management Company intends to distribute in cash the required minimum
percentage of the Fund's accounting income for the period ending June 30, 2021 as reduced by capital gains
(whether realised or unrealised) to its unitholders in the form of cash.

12. EARNINGS PER UNIT

Earnings per unit based on cumulative weighted average units for the period has not been disclosed as in the
opinion of the Management Company the determination of the same is not practicable.

13. TRANSACTIONS WITH RELATED PARTIES / CONNECTED PERSONS

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 with connected persons essentially comprise sale and redemption of units, fee on account of
managing the affairs of the Fund, other charges, sale and purchase of investments and distribution payments
to connected persons. The transactions with connected persons are in the normal course of business, at
contracted rates and at terms determined in accordance with market rates.

Remuneration payable to the Management Company and the Trustee is determined in accordance with the
provision of the NBFC Regulations and constitutive documents of the Fund respectively.

Details of transactions and balances at period end with related parties / connected persons, other than those
which have been disclosed elsewhere in these financial statements, are as follows:
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2020

Half year ended
December 31,
2020 2019

13.2 Transactions during the period: e (Rupees in '000) ------

MCB - Arif Habib Savings and Investments Limited - Management Company

Remuneration of the Management Company including indirect taxes 111,315 97,317

Marketing and Selling expense 72,354 40,830

Allocated Expenses 5,566 4,306

Central Depository Company of Pakistan Limited - Trustee

Remuneration of the Trustee (including indirect taxes) 6,860 5,434

Central Depository Service charges 709 245

Arif Habib Capital Limited - Brokerage House

Brokerage expense* 2,118 1,094

Next Capital Limited - Brokerage House

Brokerage expense* 723 402

MCB Bank Limited

Bank charges 76 46

Profit on balances with banks 4,842 5,349

Dividend income - 8,422

Sale of securities having face value of Rs Nil (2019: 850 million) - 845,432

Purchase of 1,969,357 (2019:Nil) shares 340,759 -

Sale of 3,544,634 (2019:2,771,900) shares 629,482 485,593

D.G. Khan Cement Company Limited

Purchase of 3,838,000 (2019:Nil) shares 401,200 -

Sale of 3,838,000 (2019: Nil) shares 417,649 -

Nishat Mills Limited

Dividend Income 5,844 -

Purchase of 2,131,000 (2019: Nil) shares 208,947 -

Sale of 1,708,500 (2019: 1,221,600) shares 172,034 82,582

Fatima Fertilizer Company Limited

Purchase of Nil (2019: Nil) shares - -

Sale of 4,141,500 (2019: 66,500) shares 117,015 1,845

Adamjee Insurance Company Limited

Dividend Income 4,694 -

Sale of 973,500 (2019: Nil) shares 36,880 -

Aisha Steel Mills Limited

Purchase of 15,523,500 (2019: Nil) shares 215,155 -

Sale of 8,917,000 (2019: 275,500) shares 162,805 -

Power Cement Limited

Purchase of 3,454,000 (2019: Nil) shares 35,356 -

Sale of 1,909,500 (2019: 275,500) shares 18,725 -
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2020

13.3 Balances outstanding at period end:
(Un-audited) (Audited)
December 31, June 30,
2020 2020
------ (Rupees in '000) ------
MCB - Arif Habib Savings and Investment Limited - Management Company

Remuneration payable 19,727 14,075
Sindh sales tax payable on remuneration 2,565 1,830
Sales load payable including related taxes 658 169
Payable against allocated expense 986 704
Payable against marketing and selling expenses 37,219 28,270

Central Depository Company of Pakistan Limited - Trustee

Remuneration payable 1,072 786
Sindh sales tax payable on remuneration 139 102
Security deposit 500 500

Group / associated companies

MCB Bank Limited

Bank balance 61,308 75,729
Profit receivable on bank balances 318 921
Sales load payable 2 13

MCB Bank Limited
1,255,865 shares (2020: 2,831,142 shares) 232,687 458,843

Aisha Steel Limited
6,606,500 shares (2020: Nil shares) 153,931 -

Fatima Fertilizer Company Limited
Nil shares (2020: 4,141,500 shares) - 110,702

Power Cement Limited
1,544,500 shares (2020: Nil shares) 15,260 -

Nishat Mills Limited
422,500 shares (2020: Nil shares) 42,998 -

Next Capital Limited - Brokerage House
Brokerage payable * 369 12

Arif Habib Limited - Brokerage House
Brokerage payable * 1,537 538

Adamijee Insurance Co. Limited
2,781,500 shares (2020: 3,755,000 shares) 109,369 124,328

* The amount disclosed represents the amount of brokerage paid 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.
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14. FAIR VALUE OF FINANCIAL INSTRUMENTS

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.

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

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

Level 2: 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

Level 3: those with inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

As at December 31, 2020 and June 30, 2020, the Fund held the following instruments measured at fair values:

Level 1 Level 2 Level 3 Total
(Rupees in '000)

December 31, 2020 (Un-audited)
At fair value through profit or loss
Listed Equity Securities 11,892,710 - - 11,892,710

June 30, 2020 (Audited)

At fair value through profit or loss
Listed Equity Securities 8,666,891 - - 8,666,891

During the period ended December 31, 2020, 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.

15. TOTALEXPENSE RATIO
Total Expense Ratio of the Fund is 5.48% as on December 31, 2020 (December 31, 2019: 4.44%) and this

includes 1.17% (December 31, 2019: 0.87%) representing Government Levy, Sindh Workers' Welfare Fund
(SWWF) and SECP fee.

16. GENERAL

16.1 Figures have been rounded off to the nearest thousand rupee unless otherwise stated.
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17. DATE OF AUTHORISATION FOR ISSUE

These interim financial statement were authorised for issue by the Board of Directors of the Management
Company in the meeting held on February 08, 2021.

For MCB-Arif Habib Savings and Investments Limited
(Management Company)

T A ~

Chief Executive Officer Chief Financial Officer Director
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URL: www.mcbah.com, Email: info@mcbah.com
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