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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY
FOR THE PERIOD FROM 16 AUGUST 2010 TO 31 DECEMBER 2010

The Board of Directors of Arif Habib Investments Limited, the Management Company of AH
Dow Jones SAFE Pakistan Titans 15 Index Fund (AHDJPF) is pleased to present its Report
together with the Condensed Interim Financial Statements for the period ended from 16 August
2010 to 31 December 2010.

Fund Objective

The objective of the Fund is to provide investors with a total return that before expenses, closely
corresponds to the return of the Dow Jones SAFE Pakistan Titans 15 Index by tracking the return
of Dow Jones SAFE Pakistan Titans 15 Index, thus providing exposure to the constituents of
Dow Jones SAFE Pakistan Titans 15 Index in a single security.

Fund Profile

AH Dow Jones SAFE Pakistan Titans 15 Index Fund (AHDJPF) is an Open End Index Tracker
Fund which aims to provide investors with a total return that closely corresponds to the return
of the Dow Jones SAFE Pakistan Titans 15 Index*"".

The AHDJPF employs a passive management approach to replicate the performance of the
constituents of Dow Jones SAFE Pakistan Titans 15 Index®™. The Fund invests all or substantially
all, of its assets in securities that make up the target index. Excess cash, if any, is kept in daily-
return bank deposits or short term money market instruments. The Fund is not allowed to take
leveraged investment positions.

This Fund, by its structure, provides a low cost exposure to a portfolio primarily holding blue
chip liquid stocks selected on the basis of free float market capitalization and liquidity.

Fund Performance for the period from 16 August 2010 to 31 December 2010

During the period the Fund has received Rs 100 million as core investment and Rs 1.38 million
during the initial public offer. The net assets of the Fund as at 31 December 2010 stood at 123.58
million.

The Net Asset Value (NAV) per unit as at 31 December 2010 was Rs 57.18

Explanation With Regards To Emphasis of Matter Paragraph included in the Auditor's
Review Report

The explanation with regard to emphasis of matter paragraph is provided in note 11 to the

condensed interim financial information.
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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY FOR THE PERIOD FROM 16 AUGUST 2010 TO 31 DECEMBER 2010

Future Outlook

Future outlook has been fully explained in the Fund Manager Report attached to the Financial
Statements.

Acknowledgement

The Board of directors of the management company is thankful to core investors for their reliance
and trust in Arif Habib Investments Limited. The Board also likes to thank the Securities and
Exchange Commission of Pakistan, MCB Financial Services Limited (formerly: Muslim
Commercial Financial Services (Pvt.) Limited (the Trustee of the Fund) for their continued
cooperation and support. The Board also acknowledges the efforts put in by the team of the

management company.
For and on behalf of the Board

19 February 2011 Nasim Beg
Karachi Chief Executive
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REPORT OF THE FUND MANAGER
FOR THE QUARTER ENDED 31 DECEMBER 2010

Fund Objective

The objective of the Fund is to provide investors with a total return that before expenses, closely
corresponds to the return of the Dow Jones SAFE Pakistan Titans 15 Index by tracking the return
of Dow Jones SAFE Pakistan Titans 15 Index, thus providing exposure to the constituents of
Dow Jones SAFE Pakistan Titans 15 Index in a single security.

Fund Profile

AH Dow Jones SAFE Pakistan Titans 15 Index Fund (AHDJPF) is an Open End Index Tracker
Fund which aims to provide investors with a total return that closely corresponds to the return
of the Dow Jones SAFE Pakistan Titans 15 Index*"".

The AHDJPF employs a passive management approach to replicate the performance of the
constituents of Dow Jones SAFE Pakistan Titans 15 Index®". The Fund will invest all or
substantially all, of its assets in securities that make up the target index. Excess cash, if any, may
be kept in daily-return bank deposits or short term money market instruments. The Fund is not
allowed to take leveraged investment positions.

This Fund, by its structure, provides a low cost exposure to a portfolio primarily holding blue
chip liquid stocks selected on the basis of free float market capitalization and liquidity.

Fund Performance and Asset Allocation

AHDIPF NAV increased 14.36% since inception (October 14, 2010) against 15.93% rise in the
underlying index, Dow Jones Safe Pakistan Titans 15 Index. During this time KSE-100 Index
gained 15.5%. The Fund assets remained on average, more than 98% invested in the constituents
of the underlying index in proportions consistent with that of the benchmark. Amongst the top
portfolio holdings, FFC, MCB, NBP, PPL and POL outperformed the benchmark, while, Engro,
Hubco, OGDC, PSO and BAHL underperformed. The deviation in the fund returns is attributed
to fund expenses and deviation in equity allocation during the initial days of the fund launch.

Overall fund size has increased to Rs. 123.58 million from Rs. 101.38 million raised in the IPO.

AHDJPF
Fund BM
Oct-10 0.74 1.68
Nov-10 5.54 5.79
Dec-10 7.56 7.77
QoQ 14.36 15.93
FY 14.36 15.93
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REPORT OF THE FUND MANAGER FOR THE QUARTER ENDED 31 DECEMBER 2010

Top 10 holdings on 31 December 2010

31 December 2010

Oil & Gas Development Company 26.64 Financial
MCB Bank 21.41 Services
Pakistan Petroleum 8.13 Construction 08

Fauiji Fertilizer Company 6.94 252 \\

Engro Corp 5.70 Electricity /4
Pakistan State Oil 5.43 3.89
Pakistan Oilfields 4.69
Hub Power Company 3.89
National Bank of Pakistan 3.72
Bank AL Habib 3.16

Equity Market Review

The Dow Jones Safe Pakistan Titans 15 Index has shown consistent rising trend with gains of
15.93% since the launch of the fund on 14 October 2010. The rally in domestic equity market
has coincided with strong gains in global equities and most importantly emerging market equities.
The equities have defied the negative developments on the macroeconomic front with focus
turning towards relatively attractive domestic equity valuations. Given the 50% average lower
earnings multiples and higher dividend yields, foreigners have been aggressively bidding up the
prices, by making net investments of USD 144 million in the second quarter compared to USD
106 million in the preceding quarter. Oil and gas sectors have been at the forefront of strong
market performance, with all leading stocks in the exploration, refinery and oil marketing sub
sectors showing strong gains. Market heavy weight OGDC, which accounts for 27% of the
benchmark index has risen by 13.87% during the quarter. Fertilizer stocks recorded strong gains
amid expectations of improvement in manufacturers' margins and higher profits as fertilizer
demand picked up following heavy floods in August. Large banks, after lagging behind the
market during the past one year, have rebounded due to expected positive earnings announcement
for the accounting year ended December 2010. Volumes have been gradually on the rise, with
activity in the month of December picking up amid expectations of introduction of new margin

trading system in the near future.
Economic review

1HFY 11 continued to bring some key challenges for the restoration of a stable economy; continued
rising government expenditure amid falling tax/GDP ratio and high inflation in a soaring interest
rate scenario. SBP has responded by using a tight monetary policy, thus raising the discount rate
by 150 bps to 14% in the last three consecutive Monetary Policy Statements (MPS).

AH DOW JONES SAFE PAKISTAN TITANS 15 INDEX FUND
Managed by: ARIF HABIB INVESTMENTS LIMITED



REPORT OF THE FUND MANAGER FOR THE QUARTER ENDED 31 DECEMBER 2010

Fiscal Side

Fiscal account figures released by the Finance Ministry for July - September 2010 posted a deficit
of 1.6% (Rs 276 billion) of GDP against a full year target of 4.7%. Given the persistent high
government borrowing due to shortfall in revenue collection and higher expenditures on account
of floods and electricity sector subsidies, we could see fiscal deficit for FY11 crossing 6.5% of
GDP. Tax collection figures for July - November, 2010 showed a growth of 8.8% to Rs 500.07
billion over the corresponding period of last year which is way below the revised target of Rs
1604 billion for the full FY11. The delay in the implementation of RGST has reduced the prospects
of meeting the revenue targets for the current fiscal year. Furthermore, government has been
unable to pass on the rise in international oil prices due to political pressure, which has adversely
affected the petroleum levy account of the government. According to some official sources, the
subsidy elimination on power of 2% monthly has also been delayed for an indefinite period of
time which will result in further slippage of an already fragile fiscal account.

Monetary Sector

Money supply (M2) for IHFY 11 has grown compared to the same period last year, but this
expansion is majorly due to high government borrowing from the SBP. M2 expanded by Rs 550
billion as compared to an increase of Rs 300 billion in IHFY10. Net Foreign Assets (NFA) of
the banking system increased by Rs 131 billion on the back of better external account position.
Net Domestic Assets (NDA) also increased by Rs 419 billion from July - December 2010 against
an increase of Rs 295 billion in the same period of preceding year. This growth was merely due
to elevated government borrowing which contributed Rs 291 billion to NDA.

Inflation

CPI inflation, after starting off at 12.34%, climbed up to 15.46% YoY in December, 2010 due
to high government borrowing and structural adjustments (subsidy elimination). The economy
also witnessed serious supply side issues due to destruction of crop and infrastructure amid flood
crisis. On the other hand Non-food Non-Energy (NFNE) inflation has been consistent at 9.5%
which is 80 bps lower than what it was in July, 2010(10.3%). Going forward, inflation is expected
to be persistent due to high government borrowing, elevated prices of agriculture commodities
and higher international oil prices. With CPI inflation range of 15%-16% for FY 2011 along with
higher fiscal deficit up to 6.5%, interest rates are expected to remain high and a possible further
monetary tightening in the form of hike in the discount rate by 100 bps from the existing 14%.

Real Sector

Growth in large scale manufacturing sectors was negative 2.3% in the first five months of this
fiscal year compared to the corresponding period of last year mainly due to devastating floods
in August 2010. Cement production fell by 11.2%, followed by a negative 10.6% production in
petroleum products, -10.1% in textile sector and lastly 5.0% contraction in fertilizer sector, while
automobile sector enjoyed a positive growth of 12.9% along with Chemicals sector which
produced 1.8% more over the same period of previous year. Overall domestic demand is likely
to improve in the coming months due to two factors; first rehabilitation/reconstruction in flood
affected areas and second, improvement in agriculture and rural income on account of expected
higher wheat and other agriculture outputs/prices. However, prevailing inflationary pressures
(15%+), higher interest rates (lending rates in excess of 16%) along with crippling electricity/gas
shortages amid increasing tariffs are hurting the prospects of a significant rebound in manufacturing
sector growth in the near future.

AH DOW JONES SAFE PAKISTAN TITANS 15 INDEX FUND
ed by: ARIF HABIB INVESTMENTS LIMITED
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REPORT OF THE FUND MANAGER FOR THE QUARTER ENDED 31 DECEMBER 2010

External Side

External side has seen marked improvement during the first half of this fiscal year, with current
account position showing a surplus of USD 26 million (against a deficit of USD 2570 million
in the same period last year) mainly on account of reduction in trade deficit and higher remittances.
Exports have increased by 21% to USD 11.071 billion on the back of strong performance of
textiles exports. At the same time, imports have increased by 20% to USD 19.149 billion mostly
due to higher international oil prices. Estimates for total exports and remittances have been
revised upward to USD 22 billion and USD 10 billion respectively for the fiscal year ending
June 2011. Overall, Pakistan's foreign exchange reserves increased from USD 16.48 billion to
USD 17.197 billion from July - January FY 11. While external side is expected to be comfortable
in the near term, Pakistan still requires to remain under the umbrella of IMF funding support
given the weak fiscal position, declining direct foreign investments and vulnerability on account
of high external debt.

IMF support and RGST implementation

IMF has stopped the disbursement of last two tranches of USD 3.4 billion as the Government
of Pakistan reneged on its commitment to implement the reformed general sales tax amid strong
opposition from the coalition partners of the government and opposition parties. Given the
severity of fiscal situation, the government has no choice but to increase the tax revenue base
and therefore, political consensus is likely to be achieved for the implementation of RGST not
later than next annual budget of the government. Overall we expect that IMF will disburse the
last tranches of the existing Standby arrangement (SBA) and Pakistan will negotiate for another
SBA post FY 11.

Future outlook

At present local equities are trading at an average PE of 9.8x, lower than the emerging market
PE that is in the range of 14.2x - 23.8x. Therefore, foreign liquidity driven rally may continue
in the near future given the relatively lower valuations of Pakistani stocks in general. However,
there are lingering serious macroeconomic concerns most particularly rising budget deficit,
higher inflation/interest rates, electricity shortages and slow manufacturing sector growth. As a
result, equity risk premium for Pakistani equities is expected to remain high compared to other
emerging markets. Furthermore, interest rates are expected to increase further during the next
quarter amid high inflation numbers, heavy government borrowing and fiscal imbalances.

AH DOW JONES SAFE PAKISTAN TITANS 15 INDEX FUND
Managed by: ARIF HABIB INVESTMENTS LIMITED



REPORT OF THE TRUSTEE TO THE UNIT HOLDERS

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

AH Dow Jones Safe Pakistan Titans 15 Index Fund, an open-end scheme established under a
Trust Deed dated March 30, 2010 executed between Arif Habib Investments Limited, as the
Management Company and MCB Financial Services Limited, as the Trustee. The Scheme was
authorized by Securities and Exchange Commission of Pakistan (Commission) on April 22,
2010.

1. Arif Habib Investments Limited, the Management Company of AH Dow Jones Safe
Pakistan Titans 15 Index Fund, has in all material respects managed AH Dow Jones Safe
Pakistan Titans 15 Index Fund, during the six months period ended December 31, 2010
in accordance with the provisions of the following:

1) the limitations imposed on the Asset Management Company and the Trustee
under the trust deed and other applicable laws;

(ii) the valuation or pricing is carried out in accordance with the deed and any

regulatory requirement;
(iii)  the creation and cancellation of units are carried out in accordance with the deed,;
(iv)  and any regulatory requirement
For the purpose of information, the attention of unit holder's is drawn towards auditor's report

and note 11 of the condensed interim financial statements which describes the uncertainties
relating to pending outcome of the litigation regarding contribution to Worker's Welfare Fund.

Khawaja Anwar Hussain
Chief Executive Officer
Karachi: February 22, 2011 MCB Financial Services Limited
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REPORT ON REVIEW OF CONDENSED INTERIM FINANCIAL
INFORMATION TO THE UNIT HOLDERS

Introduction

We have reviewed the accompanying condensed interim statement of assets and liabilities of
AH Dow Jones SAFE Pakistan Titans 15 Index Fund ("the Fund") as at 31 December 2010
and the related condensed interim income statement, condensed interim statement of comprehensive
income, condensed interim distribution statement, condensed interim statement of movement
in unit holders' fund, condensed interim cash flow statement and notes to the condensed interim
financial information for the period ended from 16 August 2010 to 31 December 2010 then ended
(here-in-after referred to as the "interim financial information"). Management Company is
responsible for the preparation and presentation of this interim financial information 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 information based on our
review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements
2410, "Review of Interim Financial Information Performed by the Independent Auditor of the
Entity." A review of interim financial information consists 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 information is not prepared, in all material respects, in accordance

with approved accounting standards as applicable in Pakistan for Interim Financial Reporting.
Emphasis of matter

We draw attention to note 12 to the condensed interim financial information which describes the
uncertainties relating to pending outcome of the litigation regarding contribution to Worker's
Welfare Fund (WWEF). In view of the matters more fully discussed in the above note, provision
against WWF amounting to Rs. 0.31 million is not being maintained by the Fund. Our conclusion
is not qualified in respect of this matter.

AH DOW JONES SAFE PAKISTAN TITANS 15 INDEX FUND
Managed by: ARIF HABIB INVESTMENTS LIMITED



REPORT ON REVIEW OF CONDENSED INTERIM FINANCIAL INFORMATION TO THE UNIT HOLDERS

Other matters

The figures for the quarter ended 31 December 2010 in the condensed interim financial information
have not been reviewed and we do not express a conclusion thereon.

Date: 19 February 2011 KPMG Taseer Hadi & Co.
Chartered Accountants
Karachi Muhammad Taufiq
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CONDENSED INTERIM STATEMENT OF ASSETS AND LIBILITIES (UN-AUDITED)

AS AT 31 DECEMBER 2010
Note 31 December
2010
(Rupees in '000)
Assets
Bank balances 4 1,932
Investments 5 121,847
Dividend and profit receivable 304
Advances, deposits, prepayments and other receivables 6 2,656
Preliminary expenses and floatation costs 7 957
Total assets 127,696
Liabilities
Payable to the Management Company 8 3,820
Payable to MCB Financial Services Limited - Trustee 9 59
Payable to Securities and Exchange Commission of Pakistan - Annual Fee 10 23
Accrued expenses and other liabilities 212
Total liabilities 4,114
Contingencies and Commitments 11
Net assets 123,582
Unit holders’ funds 123,582
(Number of units)
Number of units in issue 2,161,284
(Rupees)

Net asset value per unit 57.18

The annexed notes 1 to 16 form an integral part of these condensed interim financial statements.

For Arif Habib Investments Limited
(Management Company)

Chief Executive Director
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CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)
FOR THE PERIOD ENDED FROM 16 AUGUST 2010 TO 31 DECEMBER 2010
AND QUARTER ENDED 31 DECEMBER 2010

Income

Profit on bank deposits

Dividend income

Unrealised appreciation in the value of investments
‘at fair value through profit or loss'

Total income

Expenses

Remuneration of the Management Company

Remuneration of MCB Financial Services Limited - Trustee
Annual fee - Securities and Exchange Commission of Pakistan
Securities transaction cost

Settlement and bank charges

Fees and subscriptions

Auditor's remuneration

Professional charges

Printing and related cost

Amortisation of preliminary expenses and floatation costs
Total expenses

Net income from operating activities

Net element of income and capital gains included in prices
of units issued less those in units redeemed

Net income carried forward

Earning per unit

5.2

8.1
9.1
10

7.1

12

For the
period from
16 August 2010
to 31 December
2010

Quarter ended
31 December
2010

(Rupees in '000)

309 309
1,300 880
14,436 14,856
16,045 16,045
237 237
149 149
23 23

251 251
55 55

24 24

111 111

23 23

37 37

43 43
953 953
15,092 15,092
426 426
15,518 15,518

The annexed notes 1 to 16 form an integral part of these condensed interim financial statements.

For Arif Habib Investments Limited

(Management Company)

Chief Executive

AH DOW JONES SAFE PAKISTAN TITANS 15 INDEX FUND
Managed by: ARIF HABIB INVESTMENTS LIMITED

Director
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CONDENSED STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE PERIOD ENDED FROM 16 AUGUST 2010 TO 31 DECEMBER 2010
AND QUARTER ENDED 31 DECEMBER 2010

For the
period from
16 August 2010 Quarter ended
to 31 December 31 December
2010 2010
(Rupees in '000)

Net income for the period 15,518 15,518

Other comprehensive income for the period - -

Total Comprehensive income for the period 15,518 15,518

The annexed notes 1 to 16 form an integral part of these condensed interim financial statements.

For Arif Habib Investments Limited
(Management Company)

Chief Executive Director
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CONDENSED INTERIM DISTRIBUTION STATEMENT (UN-AUDITED)
FOR THE PERIOD ENDED FROM 16 AUGUST 2010 TO 31 DECEMBER 2010
AND QUARTER ENDED 31 DECEMBER 2010

Undistributed income brought forward

Comprehensive income for the period

Undistributed income carried forward

For the
period from

16 August 2010  Quarter ended
to 31 December 31 December

2010 2010
(Rupees in '000)

15,518 15,518

15,518 15,518

The annexed notes 1 to 16 form an integral part of these condensed interim financial statements.

For Arif Habib Investments Limited

Chief Executive

(Management Company)

Director

AH DOW JONES SAFE PAKISTAN TITANS 15 INDEX FUND
Managed by: ARIF HABIB INVESTMENTS LIMITED
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CONDENSED INTERIM STATEMENT OF MOVEMENT
IN UNIT HOLDERS’ FUND (UN-AUDITED)
FOR THE PERIOD ENDED FROM 16 AUGUST 2010 TO 31 DECEMBER 2010
AND QUARTER ENDED 31 DECEMBER 2010

For the
period from
16 August 2010 Quarter ended
to 31 December 31 December
2010 2010
(Rupees in '000)

Net assets at the beginning of the period - 100,000

Issue of 2,228,736 units for the period from 16 August 2010
to 31 December 2010 112,133 12,133

Redemption of 67,452 units for the period from 16 August 2010
to 31 December 2010 (3,643) (3,643)

108,490 8,490

Net element of (income) and capital (gains) included in
prices of units issued less those in units redeemed -

transferred to the income statement (426) (426)
Net income for the period 15,518 15,518
Net assets at the end of the period 123,582 123,582

(Rupees)
Net asset value per unit at the end of the period 57.18 57.18

The annexed notes 1 to 16 form an integral part of these condensed interim financial statements.

For Arif Habib Investments Limited
(Management Company)

Chief Executive Director
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CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period

Adjustments
Dividend income
Unrealised appreciation in the value of investments - 'at fair
value through profit or loss'
Amortisation of preliminary expenses and floatation costs
Net element of (income) and capital (gains) included in
prices of units issued less those in units redeemed

(Increase) in assets
Investments - 'at fair value through profit or loss'
Profit receivable
Advances, deposits, prepayments and other receivables
Increase in liabilities
Payable to the Management Company
Payable to MCB Financial Services Limited - Trustee

Payable to Securities and Exchange Commission of Pakistan - Annual Fee
Accrued expenses and other liabilities

Dividend received

Net cash used in operating activities

CASH FLOWS FROM FINANCING ACTIVITIES
Net receipts from issuance / redemption of units

Net cash generated from financing activities

Net increase 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

For the
period from
16 August 2010
to 31 December
2010

CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE PERIOD ENDED FROM 16 AUGUST 2010 TO 31 DECEMBER 2010
AND QUARTER ENDED 31 DECEMBER 2010

Quarter ended
31 December
2010
(Rupees in '000)

15,518 15,518
(1,300) (1,300)
(14,436) (14,436)
43 43
(426) (426)
(601) (601)
(106,991) (106,991)
@1 185
(3,656) (56)
(110,668) (106,862)
3,820 180
59 59
23 23
212 (1,118)
4,114 (856)
597 597
(106,558) (107,722)
108,490 8,490
108,490 3,490
1,932 (99,232)
- 101,164
1,932 1,032

The annexed notes 1 to 16 form an integral part of these condensed interim financial statements.

For Arif Habib Investments Limited

(Management Company)

Chief Executive

AH DOW JONES SAFE PAKISTAN TITANS 15 INDEX FUND
Managed by: ARIF HABIB INVESTMENTS LIMITED

Director
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE PERIOD ENDED FROM 16 AUGUST 2010 TO 31 DECEMBER 2010

LEGAL STATUS AND NATURE OF BUSINESS

AH Dow Jones SAFE Pakistan Titans 15 Index Fund (the Fund) was established under a Trust Deed
executed on 30 March 2010 between Arif Habib Investments Limited as Management Company
and MCB Financial Services Limited (formerly: Muslim Commercial Financial Services (Private)
Limited) as Trustee. The Trust Deed was approved by the Securities and Exchange Commission
of Pakistan (SECP) on 19 March 2010 in accordance with the provisions of the Non-Banking
Finance Companies and Notified Entities Regulations, 2008 (the NBFC Regulations).

Formation of the Fund as open end fund was authorized by SECP on 22 April 2010. 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 (the NBFC Rules)
through a certificate of registration issued by SECP. The registered office of the management
company is situated at Arif Habib Centre, 23 M.T Khan Road, Karachi, Pakistan.

The Fund is an index tracker scheme and aims to provide investors with a total return that before ,
expenses closely corresponds to the return of the Dow Jones SAFE Pakistan Titans 15 Index by
tracking the return of Dow Jones SAFE Pakistan Titans 15 Index, thus providing exposure to the
constituents of Dow Jones SAFE Pakistan Titans 15 Index in a single security.

The Fund invests in local equity stocks in respective weightages of Dow Jones SAFE Pakistan
Titans 15 Index to achieve the investment objective. The fund manager monitors the performance
of the Fund and the benchmark index on a continuous basis. Upon Rebalancing of the Index the
Management Company may also rebalance the portfolio within 21 Dealing Days with the objective
to minimize the tracking error.

The Fund shall strive to remain fully invested in accordance with the stated index; however, under
no circumstances shall it be invested less than 85% of its net assets in securities covered in the index
during the year based on monthly average investment calculated on daily basis. The uninvested

amount shall be kept in:

(a) Cash and/ or near cash instruments where near cash instruments include cash in bank account
(excluding TDRs) and;

(b) Treasury Bills not exceeding 90 Days maturity.

The duration of the Fund is perpetual. It offers and redeem units on a continuous basis. The initial
offering / launch period was from 12 October 2010 to 14 October 2010 (both days inclusive).

The initial offer price of the units was Rs 50 per unit.

Titles to the assets of the Fund are held in the name of MCB Financial Services Limited (formerly
Muslim Commercial Financial Services (Private) Limited) as trustee of the Fund.

AH DOW JONES SAFE PAKISTAN TITANS 15 INDEX FUND

Managed by

ARIF HABIB INVESTMENTS LIMITED



NOTES TO THE CONDENSED INTERIM

FINANCIAL INFORMATION (UNAUDITED) FOR THE PERIOD ENDED FROM 16 AUGUST 2010 TO 31 DECEMBER 2010
2. BASIS OF PRESENTATION
2.1 Statement of compliance

2.2

2.3

24

These condensed interim financial information have been prepared in accordance with the approved
accounting standards as applicable in Pakistan for interim financial reporting, the requirements of
the Trust Deed, the Non Banking Finance Companies (Establishment and Regulation) Rules, 2003
(the NBFC Rules), the Non-Banking Finance Companies and Notified Entities Regulations, 2008
(the NBFC Regulations 2008) and directives issued by the Securities and Exchange Commission
of Pakistan (SECP).

Wherever, the requirements of the Trust Deed, the NBFC Rules, the NBFC Regulations 2008 and
the said directives differ with the requirements of these standards, the requirements of the Trust
Deed, the NBFC Rules, the NBFC Regulations 2008 and the said directives shall prevail.

The disclosures made in these condensed interim financial statements have, however, been limited
based on the requirements of the International Accounting Standard 34: 'Interim Financial Reporting'.
These condensed interim financial statements are unaudited. However, a limited scope review has
been performed by the external auditors in accordance with the requirements of clause (xxi) of the
Code of Corporate Governance.

Basis of measurement

These financial statements have been prepared on the basis of historical cost convention except that
investments have been included at fair value.

Functional and presentation currency

These condensed interim financial statements are presented in Pak Rupees which is the functional

and presentation currency of the Fund and rounded to the nearest thousand rupees.

Critical accounting estimates and judgments

The preparation of this condensed interim financial information in conformity with approved
accounting standards as applicable in Pakistan requires management to make judgments, estimates
and assumptions that affect the application of policies and reported amount of assets and 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 the judgements about the carrying values of assets and liabilities
which are not readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only
that period, or in the period of its revision and future periods if the revision affects both current and
future periods.
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FINANCIAL INFORMATION (UNAUDITED) FOR THE PERIOD ENDED FROM 16 AUGUST 2010 TO 31 DECEMBER 2010

Investment stated at fair value

Management has determined fair value of certain investments by using quotation from active market.
Fair value estimates are made at a specific point in time, based on market conditions and information
about the financial instrument. These estimates are subjective in nature and involve uncertainties
and matter of judgment (e.g. valuation, interest rates, etc.) and therefore, can not be determined

with precision.
3 SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied in the preparation of these condensed interim financial statements

are set out below:

3.1 Financial instruments
The Fund classifies its financial instruments in the following categories:
a) Financial instruments at fair value through profit or loss

An instrument is classified at fair value through profit or loss if it is held-for-trading or is
designated as such upon initial recognition. Financial instruments are designated at fair value
through profit or loss if the Fund manages such investments and makes purchase and sale
decisions based on their fair value in accordance with the Fund's documented risk management
or investment strategy. Financial assets which are acquired principally for the purpose of
generating profit from short term price fluctuation or are part of the portfolio in which there
is recent actual pattern of short term profit taking are classified as held for trading or a derivative.

Financial instruments at fair value through profit or loss are measured at fair value, and changes
there in are recognised in Income Statement. All derivatives in a net receivable position (positive
fair value), are reported as financial assets held for trading. All derivative in a net payable
position (negative fair value), are reported as financial liabilities held for trading.

b) Available-for-sale

Auvailable for sale financial assets are non-derivatives that are either designated in this category

or not classified in any other category.
¢) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market, other than those classified by the Fund as fair value
through profit or loss or available for sale and are carried at amortised cost using effective yield

method, less impairment losses, if any.
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d) Financial liabilities

Financial liabilities, other than those at fair value through profit or loss, are measured at
amortised cost using the effective yield method.

Recognition

The Fund recognises financial assets and financial liabilities on the date it becomes a party to the
contractual provisions of the instrument.

Financial liabilities are not recognised unless one of the parties has performed its part of the contract
or the contract is a derivative contract.

Measurement

Financial instruments are measured initially at fair value (transaction price) plus, in case of a financial
instruments not at 'fair value through profit or loss', transaction costs that are directly attributable
to the acquisition or issue of the financial instruments. Transaction costs on financial instrument
at fair value through profit or loss are expensed out immediately.

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 of the financial assets 'at fair value through profit or loss' are recognised in the Income
Statement.

Changes in the fair value of financial instruments classified as 'available-for-sale' are recognised
in Unit Holders' Funds until derecognised or impaired, when the accumulated adjustments recognised
in Unit Holders' Funds are included in the Income Statement. Unquoted securities are carried at
investment price or break-up value which ever is lower, except for government and debt securities
which are stated at fair value.

Fair value measurement principles

The investment of the Fund in equity securities is valued on the basis of quoted market prices
available at the stock exchange.

The investment of the Fund in government securities is valued on the basis of rates announced by
the Financial Markets Association of Pakistan.

Impairment

Financial assets not carried at fair value through profit or loss are reviewed at each balance sheet
date to determine whether there is any indication of impairment. If such indication exists, the assets
recoverable amount is estimated. An impairment loss is recognised whenever the carrying amount

of an asset exceeds its recoverable amount. Impairment losses are recognised in the Income Statement.
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If in subsequent period the amount of impairment loss decreases, the reduction in impairment loss
on financial assets other than the securities classified as available-for-sale are recognised in the
income statement. However, the decrease in impairment loss on securities classified as available-
for-sale is recognised in unit holders' fund.

Derecognition

The Fund will derecognises a financial asset when the contractual right to the cash flows from the
financial asset expires or it transfers the financial asset and the transfer qualifies for derecgonition
in accordance with International Accounting Standard 39: Financial Instruments: Recognition and
Measurement. A financial liability will be derecognised when the obligation specified in the contract
is discharged, cancelled or expired.

Offsetting of financial instruments

Financial assets and liabilities will be offset and the net amount reported in the Statement of Assets
and Liabilities when there will be a legally enforceable right to set off the recognised amounts and
there will be an intention to settle on a net basis, or to realise the assets and settle the liabilities
simultaneously.

3.2 Unit holders' Fund

Unit holders' Fund represents the units issued by the Fund, carried at the redemption amount
representing the investors' right to a residual interest in the Fund assets.

33 Issue and redemption of units

Units issued are recorded at the offer price determined by the Management Company for the
application received by the distributors during business hours on that date. The offer price represents
the net assets value per units as of the close of business day plus the allowable front-end load,
provision for transaction cost and any provision for duties and charges, if applicable. The front-end
load is payable to the investment facilitator, distributors and the Management Company.

Units redeemed are recorded at the redemption price applicable to units for which the distributors
receive redemption requests during the 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, charges on redemption and any provision for transaction costs, if applicable.

34 Element of income / (loss) and capital gains / (losses) included in prices of units sold less those
in units repurchased

An equalisation account called the 'element of income / (loss) and capital gains / (losses) included
in prices of units issued less those in units redeemed' will be created, in order to prevent the dilution

of per unit of income and distribution of income already paid out on redemption.
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35

3.6

3.7

3.8

39

The Fund will record the net element of accrued income / (loss) and realised capital gains / (losses)
relating to units issued and redeemed during an accounting period in the Income Statement, while
the portion of the element of income / (loss) and capital gains / (losses) that relates to unrealised
gains / (losses) held by the Fund in unit holders' fund shall be recorded in a separate reserve account
and any amount remaining in this reserve account at the end of accounting period (whether gain

or loss) will be included in the amount available for distribution to the unit holders.

Provisions

A provision will be recognised in the balance sheet when the Fund has a legal or constructive
obligation as a result of past event, it will be 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 will be regularly reviewed and adjusted to reflect the current
best estimate.

Preliminary expenses and floatation cost

Preliminary expenses and floatation costs represents expenditure incurred prior to the commencement
of operations of the Fund. These costs are being amortised over the period of five years from
15 October 2010.

Net asset value per unit

The net asset value per unit is calculated by dividing the net assets of the Fund by the number of
units in issue.

Taxation

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 of the year, as reduced by capital gains, whether realised or unrealised, is
distributed amongst its unit holders.

The Fund provides for deferred taxation using the balance sheet liability method on all temporary
differences between the amounts used for financial reporting purposes and amounts used for taxation
purposes. In addition, the Fund also records deferred tax assets on unutilised tax losses to the extent
that these will be available for set off against future taxable profits. As the Fund intends to avail
tax exemption by distributing at least ninety percent of its accounting income for the year, hence,

no deferred tax has been recognized in these condensed interimn financial information.

Revenue recognition

Gains / (losses) arising on sale of investments are included in the Income Statement on the date at
which the transaction takes place.
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3.12

4.1

Unrealised gains / (losses) arising on revaluation of investments classified as financial assets at fair
value through profit or loss and derivatives are included in the Income Statement in the period in
which they arise.

Dividend income is recognised when the right to receive the payment is established.

Income on government securities is recognised on accrual basis using the effective interest rate
method.

Profit on bank deposit is recognised on time proportion basis taking in to account effective yield.

Element of income / (loss) and capital gains / (losses) included in prices of units issued less those

in units redeemed is included in the Income Statement on the date of issue and redemption of units.
Expenses

All expenses are recognised in the income statement on an accrual basis.

Cash and cash equivalents

Cash and cash equivalents comprise of bank balances. Cash equivalents are short term highly liquid
investments that 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.

Other assets

Other assets are stated at cost less impairment losses, if any.
Proposed dividend and transfer between reserves

Dividends declared and transfers between reserves made subsequent to the balance sheet date are
considered as non-adjusting events and are recognised in the financial statements in the period in

which such dividends are declared / transfers are made.

BANK BALANCES 31 December
2010
(Unaudited)
(Rupees in '000)

In deposit accounts 4.1 1,932

These balances in saving deposit accounts maintained with various banks carrying profit rates
ranging from of 5% to 10.5% per annum.

AH DOW JONES SAFE PAKISTAN TITANS 15 INDEX FUND

Managed by

ARIF HABIB INVESTMENTS LIMITED



NOTES TO THE CONDENSED INTERIM

FOR THE PERIOD ENDED FROM 16 AUGUST 2010 TO 31 DECEMBER 2010

FINANCIAL INFORMATION (UNAUDITED)

“UB)S{EJ JO UOISSIWIWO,) dSUBYIX 29 SANLINIAG ) Aq Panssi £ 1240100 €7 PAIep [ "ON JB[NIII)) JO WLId) Ul Sape) S,pun j o) jo
JuawdNes Surdadjuerens 1oy panwi uelsiyed jo Auedwio)) Suriea]) [euoneN yim pagpajd usaq dARY YIIYM £/6°769 S "SY JO AN[BA JONIEW [IIAM SIIBYS OPN[OUT SUSUISIAU]

010z 1qudddq  poriad aryy

9€p°p1 LYSITI 1IH°L01 £29°800°1
%100 %LEO  %IS0 L €69 619 L§S'€9
9667 6V9°LE €59°TE
%000 %ITT  %81'T §9¢ 689°T $TI'T PO 6€
%000 %LL'E  %TL'E 89 1094 016°€ 108°6S
%200 %CL1T 95€°e $91°9T 601°€T 66L°SIT
%100 %0T°€ 16€ 106°€ oIs's 665'L01
91t S8Y'SS 690°6
%000 %TO'LT %99 SI9E v6TE 60€°6C 0€L°T6
%000 %HT  %EL'S 1 Spo°01 26'8 8ST9Y
%100 WILY %69 €Tl 108° LSt 70961
%1070 %ISS  %EP'S LSt SIL9 8579 SPLTT
%100 %SE'E %68'€ 89¢ 018 wey 9LS'8T1
8S€CT 16002 €ELLT
%100 %SL'S  %OL'S 625 0v0°L 1159 Tes'os
%100 %651 %951 00€ €'l vE9'l or1'pS
%100 %E0L  %P6'9 LIl 1L8°8 1072 101°89
%100 %60T  %90°T 65¢ 9ST 81T LER'TT
%1070 %9ST  %TST Tl 611°¢ $66'T 61 Th
-=-=(000, ur s2adny)-—
Auedwod
99)89AUL JO Sjudunsaaur
[endea panss %301 o sjosse Jou yo  (UonnuIwip) anfea

joo8uuoonad  aSvyudoxad se aSvyudorad se /UonERAIddy e 3500

1€e sy

£29°800°1

- - LSS'€9

- - oY 6g
- - 108°6S
66LST1
665°LO1

0£L°T61
- - 8ST9Y
- - 20961
- - 8YL'TT

9LS'8TI

- - Tee9e
- oIS
- - 101°89
- - LES'TL

- - [G4Nid

&0,

R panwr Auedwoy) pue mbippis NGuvye[
SIS [eRURULY

- panun Y yueg payun
- ueIsDed JO Yueg [euoneN
- panwir yueg €OW
- panwi qiqeH-TV Yuegq

syueg

- ponwr Aueduwoy juowdooad(] sen pue 10
- PaNWIT WNA[ONdJ URISTYE]
- paNwI SPEYIO uBISHE]
- payny Auedwo) 10 eI URISD{E]

saaonpoad ses pue 10

- panwiry Auedwo)) 19mo4 qniy
Lpparg

- panwiy uoneiodio) orfug
- POV WISeY) Ulg J9ZI1Id 1ne]
- payur Auedwo)) 10z1n1o,] 1e,y
- P S[BOIAY) SINIISF] POOME(]

speanway )

- PajwIT JuAW) AYon
S[ELIDIEIA PUE UONINISU0D)

SIALIIYIO POJEIS SSA[UN YLD (] *SY Jo sareys Lreurpao pred A[ny - SAINVIINOD AALSI'T A0 STAVHS

porad 0107
ay) Suunp ysndny ueduod 33)saAuT ) Jo dureN
saseyaang 913 sy

se anjea Ieg IN[EA JNIBN  IN[EA JNIE 0107 19quIA( [€ IE St due[eg

LYSIT1 re

(000, ur s23dn3y)
(payrpneun)
0107
JPQURN( 1€

uBISD{EJ UI PIJSI] SAILYS U JUIUISIAUT

UBISD{R UI PI)SI] SAIBYS UI JUSUWISIAU]

1SSOT YO LIHOUd HONOYHL ANTVA HIVd LV, - SINAW.LSHAN

o
g
2
x
i
8
z
2
2
2
z
g
E
z
z
g
a
g
3
g
&
3
&
g
8
z
3
g
z
z

LIMITED

ABIB INV

ARIF

Managed by



NOTES TO THE CONDENSED INTERIM

FINANCIAL INFORMATION (UNAUDITED)

FOR THE PERIOD ENDED FROM 16 AUGUST 2010 TO 31 DECEMBER 2010

5.2 Unrealised diminution in the value of investments 31 December
'at fair value through profit or loss' 2010
(Unaudited)
(Rupees in '000)
Fair value of investments 121,847
Cost of investments 107,411
14,436
Net unrealised diminution in the value of investments 'at fair
value through profit or loss' at beginning of the period -
Realised on disposals during the period -
14,436
6. ADVANCES, DEPOSITS, PREPAYMENTS
AND OTHER RECEIVABLES
Deposit with Central Depository Company of Pakistan Limited 100
Deposit with National Clearing Company of Pakistan Limited 2,500
Prepayment 56
2,656
7. PRELIMINARY EXPENSES AND FLOATATION COSTS
Preliminary expenses and floatation costs 1,000
Amortisation during the period (43)
957
7.1 This represents expenses incurred on the formation of the Fund. The offering document of the Fund,
approved by the Securities and Exchange Commission of Pakistan, permits the deferral of the cost
over a period not exceeding five years. Accordingly the said expenses are being amortised over a
period of five years effective from 15 October 2010, i.e. after the close of initial public offer of the
Fund.
8. PAYABLE TO THE MANAGEMENT COMPANY 31 December
2010
(Unaudited)
(Rupees in '000)
Management fee 8.1 100
Preliminary expenses and floatation costs 8.2 1,000
Other payables 8.3 2,720

3,820
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8.1

8.2

8.3

9.1

10.

Under the provisions of NBFC Regulations 2008, the Management Company of the Fund is entitled
to a remuneration during the first five years of the Fund, of an amount not exceeding three percent
of the average annual net assets of the Fund and thereafter of an amount equal to two percent of
such assets of the Fund. The Management Company has charged its remuneration at the rate of
1% per annum.

This represents expenses incurred by the Management Company in respect of application for
registration of the Fund. As per the NBFC Regulations 2008, these expenses are reimbursable by
the Fund over a period of not less than five years.

This includes payable to management company in respect of account opening deposits for bank,
Central Depository Company of Pakistan Limited and National Clearing Company of Pakistan
Limited amounting to Rs. 2.64 million.

PAYABLE TO MCB FINANCIAL SERVICES 31 December
LIMITED - TRUSTEE 2010
(Unaudited)

(Rupees in '000)

Trustee fee 9.1 59

The Trustee is entitled to a monthly remuneration for services rendered to the Fund under the
provisions of the Trust Deed as per the tariff specified therein, based on the average daily net asset
value of the Fund. The remuneration has been paid to the trustee according to the following tariff
structure:

Amount of Funds under Management Tariff per annum
(Average Net Asset Value)

On Net Assets upto Rs. 500 million Rs. 0.7 million or 0.20% per annum of the Net
Assets, which ever is higher.

On Net Assets exceeding Rs.500 Rs.1.0 million plus 0.15% per annum of the amount
million to Rs. 1,000 million exceeding Rs.500 million.

On Net Assets exceeding Rs.1,000 Rs.1.75 million plus 0.08% per annum of the amount
million to Rs. 2,000 million exceeding Rs.1,000 million.

On Net Assets over Rs. 2,000 million Rs.2.55 million plus 0.05% per annum of the amount

exceeding Rs.2,000 million.

PAYABLE TO SECURITIES AND EXCHANGE
COMMISSION OF PAKISTAN - ANNUAL FEE

NBFC Regulations requires that annual fee is payable at an amount equal to 0.095% of the average
annual net assets of the Fund.
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11. CONTINGENCIES AND COMMITMENTS

Through the Finance Act, 2008 an amendment was made in section 2(f) of the Workers’ Welfare
Fund Ordinance, 1971(the WWF Ordinance) whereby the definition of ‘Industrial Establishment’
has been made applicable to any establishment to which West Pakistan Shops and Establishment
Ordinance, 1969 applies. The Mutual Funds Association of Pakistan (MUFAP), on behalf of its
members filed a constitutional petition in the High Court of Sindh (SHC) praying it to declare that
the funds are not establishments and as a result are not liable to pay contribution to the WWF. The
honorable court has rejected the petition on technical grounds stating that MUFAP is not the aggrieved
party in this case and required the aggrieved parties to approach the courts for the said petition. In
response a petition has been filed with the SHC by some of Mutual Funds through their Trustees
along with few investors. However, subsequent to filing of the petition, the Ministry of Labour and
Manpower (the Ministry) issued a letter which states that mutual funds are not liable for WWF.
Further, in a subsequent letter dated 15 July 2010 the Ministry clarified that “Mutual Fund(s) is a
product which is being managed / sold by the Asset Management Companies which are liable to
contribute towards Workers Welfare Fund under Section-4 of WWF Ordinance 1971. However, the
income of Mutual Fund(s), the product being sold, is exempted under the law ibid.”

There have been instances whereby show cause notices under section 221 of the Income Tax
Ordinance, 2001 have been issued to a number of mutual funds for the recovery of WWEF. On
December 14, 2010, the Ministry filed its response contesting the said petition. The legal proceedings
in respect of the aforementioned petition are currently in progress.

Based on the advice of the legal counsel handling the case, the Management Company is of the
view that notwithstanding the show cause notices issued to a number of mutual funds, WWF is not
applicable to the Funds due to the clarification issued by the Ministry which creates vested right,
hence no provision of Re 0.14 per unit has been made in respect of WWF.

12. EARNINGS PER UNIT

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.

13. TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES

Connected persons / related parties include Arif Habib Investments Limited being the Management
Company of the Fund, Arif Habib Corporation Limited (formerly: Arif Habib Securities Limited)
being the holding company of the Management Company, all other Collective Investment Schemes
managed by the Management Company, Arif Habib Limited and Thatta Cement Limited being
companies under common management, Pak Arab Fertilizer and Summit Bank Limited (formerly:
Arif Habib Bank Limited) being companies under common directorship, MCB Financial Services
Limited (formerly: Muslim Commercial Financial Services (Private) Limited) being the Trustee of
the Fund, and Directors and Executives of the Management Company.

Remuneration payable to the Management Company and the Trustee is determined in accordance
with the provision of the NBFC Regulations 2008 and Constitutive documents of the Fund.

The transactions with connected persons / related parties are in the normal course of business and

are carried out on agreed terms.
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Details of transactions and balances at period end with connected persons / related parties, other
than those which have been disclosed elsewhere in these condensed interim financial statements,

are as follows:

Transactions during the period with connected
persons / related parties

Arif Habib Investments Limited - Management
Company

Remuneration for the period
Front end load for the period
Mark-up on core investment

Units issued - 600,000 units for the period from
16 August 2010 to 31 December 2010

Arif Habib Limited
Brokerage for the period

MCB Financial Services Limited (formerly:
Muslim Commercial Financial Services
(Private) Limited - Trustee

Remuneration for the period

Directors and executives of the Management Company
Units issued - 25,835 units for the period from

16 August 2010 to 31 December 2010
Units redeemed - 22,467 units for the period from

16 August 2010 to 31 December 2010

Balance outstanding as at the period end

Arif Habib Investments Limited - Management Company

Remuneration payable
Payable against Formation Costs
Units held - 600,000 units

Arif Habib Limited
Brokerage payable

MCB Financial Services Limited (formerly:
Muslim Commercial Financial Services
(Private) Limited - Trustee

Remuneration payable
Directors and executives of the Management
Company

Units held - 3,368 units

For the
period from
16 August 2010 Quarter ended
to 31 December 31 December
2010 2010
(Rupees in '000)

237 237
50 50
475 33
30,000 30,000
41 41
149 149
1,341 1,341
1,189 1,189

31 December
2010
(Unaudited)
(Rupees in '000)

100

3,720
34,308

59

193
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NOTES TO THE CONDENSED INTERIM
FINANCIAL INFORMATION (UNAUDITED) FOR THE PERIOD ENDED FROM 16 AUGUST 2010 TO 31 DECEMBER 2010

14. FINANCIAL RISK MANAGEMENT

The Board of Directors of Management Company has overall responsibility for the establishment
and oversight of the Fund's risk management framework. The Board is also responsible for developing

and monitoring the Fund's risk management policies.

The Fund's risk management policies are established to identify and analyze the risks faced by the
Fund, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions

and the Fund's activities.

The Fund primarily invests in equity securities of listed companies, Such investments are subject
to varying degrees of risk. These risks emanate from various factors that include, but are not limited

to:

- market risk
- credit risk
- liquidity risk

- operational risk
14.1 Market risk

Market risk is the risk that the value of the financial instruments may fluctuate as a result of changes
in market interest rates or the market price of securities due to change in credit rating of the issuer
or the instrument, change in market sentiments, speculative activities, supply and demand for

securities and liquidity in the market.

The Fund is passively managed, investing proportionately in the securities present in the underlying
benchmark and is exposed to downside risk similar to that of the benchmark. Nevertheless, the
Fund holds a diversified portfolio of 15 stocks from different economic sectors, which mitigates

stock specific adverse price movement.
Market risk comprises of three types of risk: currency risk, interest rate risk and other price risk.
Currency risk

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 is not exposed to currency risk.
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a)

b)

Interest rate risk

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.

At the reporting date, the interest rate profile of Funds' interest-bearing financial instruments is as

follows:

Carrying
Amount
31 December
2010
(Unaudited)
(Rupees in '000)
Fixed rate instruments
Financial assets 4 1,932

Variable rate instruments
Financial assets -

Sensitivity analysis for fixed rate instruments

The Fund holds balances with various scheduled banks under deposit accounts. The profit rates on

these accounts vary from bank to bank and ranges from 5% to 10.5%.
Sensitivity analysis for variable rate instruments
Presently, the Fund does not hold any variable rate instruments.

The composition of the Fund's investment portfolio and change in interest rates are expected to
change over time. Accordingly, the sensitivity analysis prepared as at 31 December 2010 is not

necessarily indicative of the fact on the Funds' net assets of future movement in interest rates.

Nevertheless, the Fund is required to hold at least 80% of net assets in the constituents of the
underlying index, which are listed shares in the stock exchanges. These shares are not subject to
interest rate risk. During the period under review, the Fund remained, on average, more than 98%

invested in equities.

Yield / interest rate sensitivity position for on balance sheet financial instruments is based on the
earlier of contractual repricing or maturity date and for off-balance sheet instruments is based on

settlement date.
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The Fund’s market rate of return sensitivity related to financial assets and financial liabilities as at
31 December 2010 can be determined from the following:

As at 31 December 2010 - Unaudited

Ezf“'“: rat/e Exposed to yield / interest rate risk N.oih:y;l?osed to Total
of mark-up Upto three More than _ Yield/interest
return % rate risk
months More than one year

three months
and upto one
year

On-balance sheet financial instruments

Financial assets

Bank balances 5to 10.5 1,932 - - - 1,932
Investments - - - 121,847 121,847
Dividend and profit receivable 304 304
Deposits and other receivables - - - 2,600 2,600
1,932 - - 124,751 126,683
Financial liabilities

Payable to Management Company - - - 3,820 3,820

Payable to MCB Financial -
Services Limited - Trustee - - - 59 59
Payable to SECP - Annual Fee - - - 23 23
Payable on redemption of units - - - 27 27
Accrued expenses and other liabilities - - - 212 212
- - - 4,141 4,141
On-balance sheet gap 1,932 - - 120,610 122,542

Off-balance sheet financial instruments - - - - -

Off-balance sheet gap - - - - -

Other price risk

Other price risk is the risk of changes in the fair value of equity securities as the result of changes
in the levels of Karachi Stock Exchange (KSE) and other respective market indices and the value
of individual shares. The equity price risk exposure arises from the Fund's investments in equity
securities. This arises from investments held by the Fund for which prices in the future are uncertain.
The Fund's policy is to manage price risk through diversification within specified limits set by
internal risk management guidelines.

A summary analysis of local investments by industry sector, the percentage in relation to Fund's
own net assets and the issued capital of the investee company is presented in note 5.1.

The table below summarises the sensitivity of the Fund's net assets attributable to unit holders to
equity price movements as at 31 December 2010. The analysis is based on the assumption that KSE-
100 index increased by 5% and decreased by 5%, with all other variables held constant and that
the fair value of the Fund's portfolio of equity securities moved according to their historical correlation
with the index. This represents management's best estimate of a reasonable possible shift in the
KSE-100 index, having regard to the historical volatility of index of past three years.

At 31 December 2010, the fair value of equity securities exposed to price risk were disclosed in
5 note 5.1 and 5.2.
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14.2

The impact below arises from the reasonable possible change in the fair value of listed equity

securities.
Effect on income statement, net assets attributable to unit 31 December
holders of an increase / decrease in the index 2010
(Unaudited)
(Rupees in '000)
Investments in shares listed in Pakistan 6,092

The sensitivity analysis presented is based upon the portfolio composition as at 31 December 2010
and the historical correlation of the securities comprising the portfolio to the index. The composition
of the Fund’s investment portfolio and the correlation thereof to the KSE and other respective
market indices, is expected to change over time. Accordingly, the sensitivity analysis prepared as
at 31 December 2010 is not necessarily indicative of the effect on the Fund’s net assets attributed

to unit holders of future movements in the level of the KSE and other respective market indices.

31 December
2010
(Unaudited)
(Rupees in '000)

Investments in shares listed in Pakistan 121,847
Credit risk
Credit risk management

Credit risk arises from the inability of the issuers of the instruments, the relevant financial institutions
or counter parties in case of placements or other arrangements to fulfill their obligations. There is
a possibility of default by participants and of failure of the financial markets, the depositories, the

settlements or clearing system etc.

The Fund’s policy is to enter into financial contracts in accordance with the internal risk management
policies and investment guidelines approved by the Board of Directors. In addition, credit risk is
also minimised due to the fact that the Fund invests only in high quality financial assets, majority
of which have been rated by a reputable rating agency. All transactions in listed securities are settled
/ paid for upon delivery using the National Clearing Company of Pakistan Limited. The risk of

default is considered minimal due to inherent systematic measures taken therein.
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The maximum exposure to credit risk before any credit enhancements at 31 December 2010 is the

carrying amount of the financial assets as set out below:

31 December
2010
(Unaudited)
(Rupees in '000)

Bank balances 1,932
Dividend and profit receivables 304
Deposits and other receivables 2,600

4,836

Difference in the balance as per the Statement of Assets and Liabilities and maximum exposure in
investments is due to the fact that investment in equity securities of Rs. 121.847 million is not

exposed to credit risk.

None of the above financial assets were considered to be past due or impaired as on 31 December
2010

All the deposits with the banks and Central Depository Company of Pakistan Limited - CDC are

highly rated and risk of default is considered minimal.

None of these assets are impaired nor past due but not impaired.

Concentration of credit risk

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 concentrations of credit risk.

Details of Fund's concentration of credit risk of financial instruments by industrial distribution are

as follows:
31 December 2010
(Unaudited)
(Rupees in '000) (Percentage)
Commercial banks 1,932 39.95
Others 2,904 60.05

4,836 100.00
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14.3

Liquidity risk

Liquidity risk is the risk that the Fund may encounter difficulty in raising funds to meet its

obligations and commitments. The Fund is exposed to daily cash redemptions, if any.

For the purpose of making redemptions the Fund has the ability to borrow in the short term,
however such need did not arise during the period. 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. The facility would 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 balance sheet date to the contractual maturity date. The amounts in

the table are the contractual undiscounted cash flows.

The maturity profile of the Fund's liabilities based on contractual maturities is given below:

31 December 2010 - Unaudited

On balance sheet financial Upto three More than  More than Total
liabilities and others months three months one year
and upto one
year

Payable to Management Company 3,820 - - 3,820

Payable to MCB Financial -
Services Limited - Trustee 59 - - 59
Payable to SECP - Annual Fee 23 - - 23
Accrued expenses and other liabilities 212 - - 212
4,114 - - 4,114

Units of the Fund are redeemable on demand at the holder's option. However, holders of these

instruments typically retain them for the medium to long term.

Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated
with the processes, technology and infrastructure supporting the Fund’s operations either internally
within the Fund or externally at the Fund’s service providers, and from external factors other than
credit, market and liquidity risks such as those arising from legal and regulatory requirements and
generally accepted standards of investment management behavior. Operational risks arise from all
of the Fund’s activities.

The Fund’s objective is to manage operational risk so as to balance limiting of financial losses and
damage to its reputation with achieving its investment objective of generating returns for investors.
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The primary responsibility for the development and implementation of controls over operational
risk rests with the board of directors. This responsibility encompasses the controls in the following

areas:

- requirements for appropriate segregation of duties between various functions, roles and responsibilities;

- requirements for the reconciliation and monitoring of transactions;

- compliance with regulatory and other legal requirements;

- documentation of controls and procedures;

- requirements for the periodic assessment of operational risks faced, and the adequacy of controls
and procedures to address the risks identified;

- ethical and business standards;

- risk mitigation, including insurance where this is effective.

14.5 Unit Holders' Fund risk management

Management's objective when managing unit holders' funds is to safe guard the Fund's ability to
continue as a going concern so that it can continue to provide optimum returns to its unit holders'
and to ensure reasonable safety of unit holders' funds.

The Fund manages its investment portfolio and other assets in relation to benchmark index and
makes adjustments in the portfolio composition if there is a change in underlying index. The capital
structure depends on the issuance and redemption of units and the Fund is not exposed to the
externally imposed minimum Fund maintenance requirement.

15. FAIR VALUE OF FINANCIAL INSTRUMENTS

Investments on the Statement of Assets and Liabilities are carried at fair value. The Management
Company is of the view that the fair value of the remaining financial assets and liabilities are not
significantly different from their carrying values since assets and liabilities are essentially short

term in nature.

The Fund’s accounting policy on fair value measurements of its investments is discussed in note
3.1 to these financial statements.

The Fund measures fair values using the following fair value hierarchy that reflects the significance

of the inputs used in making the measurements:

Level 1: Fair value measurements using quoted prices (unadjusted) in active markets for identical

assets or liabilities.

Level 2: Fair value measurements using inputs other than quoted prices included within Level 1
that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived
from prices).

Level 3: Fair value measurements using inputs for the asset or liability that are not based on

observable market data (i.e. unobservable inputs).
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The table below analyses financial instruments measured at the end of the reporting period by the
level in the fair value hierarchy into which the fair value measurement is categorised:

Level 1 Level 2 Level 3 Total
Financial assets at fair value -------------- (Rupees in '000) --------------
through profit or loss
Equity securities 121,847 - - 121,847

16. DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial statements were authorised for issue on 19 February 2011 by

the Board of Directors of the Management Company.

For Arif Habib Investments Limited
(Management Company)

Chief Executive Director
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