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Dear Investor,

On behalf of the Board of Directors, | am pleased to present Pakistan Income Enhancement Fund's accounts review for thefirst quarter ended
September 30th 2011.

ECONOMY AND MONEY MARKET OVERVIEW

On the macroeconomic front, inflation has remained lower during the period with CPI inflation averaging 11.5% amid change in CPI
methodology as well as high base-effect of last year. Like the major part of last year, external current account has also remained comfortable
with amarginal deficit of US$ 189 million during first two months of FY 12. Fiscal side, on the other hand, has remained a cause of concern
for the economic managers with FY 11 deficit touching a level of 6.6% of the GDP (Rs. 1.2 trillion deficit size in absolute term). The
government, however, has been able to keep its borrowing from SBP at lower levels, which coupled with lower inflation and contained current
account deficit has compelled the central bank to lower its policy discount rate by 50 bpsin Jul'1l monetary policy to bring it down to 13.5%.

In the money market, short term market rates remained on the higher side amid tight liquidity scenario in the system. Due to depletion in
net foreign assets (NFA) as well as net retirement in government borrowing from SBP, money supply (M 2) has witnessed contraction during
the period under review, thereby keeping market liquidity tight almost throughout the period. The SBP has constantly been injecting significant
amount of money in the system through OMOs in order to calm down the market.

FUND PERFORMANCE

During the quarter under review, the fund generated an annualized return of 10.1% as against its benchmark return of 11.1%, an under
performance of 1.0%.

The fund has significantly increased its exposure during the period towards GoP |jarah Sukuk to around 32% on the back of decent yield as
well as capital gains potential. The fund has increased its exposure in good quality TFCs especially of banking sector while actively managed
its exposure and duration in Treasury bills throughout the period to capitalize on the fluctuating liquidity and interest rates in the market.

FUTURE OUTLOOK

Given declining trend in CPI inflation coupled with acomfortable external account position, the Central bank has decided to lower its policy
DR further by 150 bps to 12.0% for Oct'11 - Nov'11 period to trigger growth stimulus in the economy. We continue to flag foreign inflow
as the single most important variable especially in the backdrop of sustained oil prices, downward trend in cotton prices and debt repayments
including IMF. In our opinion, the absence of foreign flows and government's greater reliance on domestic sources for fiscal funding could
result in rebound of inflation and interest rates going forward.

In afast changing interest rate environment, the fund would continue to maintain its focus on the credit quality of the portfolio while exploiting
attractive opportunities in the market.

ACKNOWLEDGMENT
The Board is thankful to the Fund's valued investors, the Securities and Exchange Commission of Pakistan and the Trustees of the Fund for

their continued cooperation and support. The Directors also appreciate the efforts put in by the management team.

On behalf of Directors,

Yasir Qadri
Chief Executive Officer

Dated: 26 October, 2011
Karachi.
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Assets

Bank balances

Receivable against sale of units

Receivable against sale of investments
Investments - 'at fair value through profit or loss
Balance receivable under Margin Trading System
Income and profit receivable

Deposits, prepayments and other receivables

Preliminary expenses and fl oatation costs
Total assets

Liabilities
Payable to the Management Company
Payableto Trustee

Note

Payable to Securities & Exchange Commission of Pakistan - Annual Fee

Payable on redemption of units

Payable against purchase of investments
Accrued expenses and other liabilities
Total liabilities

Net assets

Unit holders funds

Number of unitsin issue

Net asset value per unit

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

Chief Executive

Pakistan Income Enhancement Fund
Managed by: ARIF HABIB INVESTMENTS LIMITED

For Arif Habib Investments Limited
(Management Company)

(Unaudited) (Audited)
September 30 June 30
2011 2011
--------- (Rupeesin '000)

15,999 32,062
547 14,292
- 678
1,479,519 1,556,161
- 7,707
41,524 20,322
698 79
382 432
1,538,669 1,632,450
2,713 2,683
180 183
292 1,402
3,550 2,297

73,342 -
2,100 1,473
82,177 8,038
1,456,492 1,624,412
1,456,492 1,624,412

---------- (Number of units)----------
28,011,599 31,124,731
(Rupees)
52.00 52.19
Director




September 30 September 30

2011 2010
Note (Rupeesin '000)---------

Income
Income from term finance certificates and sukuk bonds 19,208 28,244
Income from government securities 17,798 42,723
Income from margin trading system 37
Income from ljara Sukuk 13,960 -
Income from Commercia Paper 585
Income from placements, certificates of investment and term deposit receipts - 1,162
Profit on bank deposits 1,778 1,097
Capital gain/ (loss) on sale of investments - net 2,432 (1,132)
Unredlised (diminution)/ in the vaue of investments - net 4.1 (1,856) (16,028)
Total income 53,942 56,066
Provision against non-performing exposure (6,602) 2,278
Total income 47,340 58,344
Expenses
Remuneration of the Management Company 6,773 8,386
Remuneration of Trustee 551 811
Annual fee - Securities and Exchange Commission of Pakistan 292 424
Securities transaction costs 127 149
Settlement and bank charges 264 175
Fees and subscription 46 45
Lega and professional charges 18 18
Auditors' remuneration 95 92
Printing and related costs 31 31
Amortisation of preliminary expenses and floatation costs 50 50
Total expenses 8,247 10,181
Net income from oper ating activities 39,093 48,163
Element of (loss)/income and capita (loss)/gains included in

prices of unitsissued less those in units redeemed - net (181) (1,815)
Net income for the period befor e taxation 38,912 46,348
Taxation 8 - -
Net incomefor the period after taxation 38,912 46,348
OTHER COMPREHENSIVE INCOME

Other comprehensive income for the period - -
Total comprehensiveincome for the period 38,912 46,348
Earnings/ (loss) per unit 9
The annexed notes form an integral part of these condensed interim financial statements.

For Arif Habib Investments Limited
(Management Company)
‘Chief Executive " Director

Pakistan Income Enhancement Fund
Managed by: ARIF HABIB INVESTMENTS LIMITED
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CASH FLOW FROM OPERATING ACTIVITIES
Net income for the period

Adjustments:
Unrealised diminution/(appreciation) in the value of investments
‘at fair value through profit or loss
Amortisation of preliminary expenses and floatation costs
Net element of loss/(income) and capita 1oss/(gains) included in
prices of units issued less those in units redeemed
Provision against non-performing exposure

Decrease/ (increase) in assets
Receivable againg sale of units
Receivable against sae of investments
Investments - 'at fair value through profit or loss
Balance receivable under Margin Trading System
Loans and receivable
Income & profit recevable
Deposits, prepayments and receivable

(Decrease) / increasein liabilities
Payable to the Management Company
Payable to Central Depository Company of Pakistan Limited - Trustee
Payable to Securities and Exchange Commission of Pakistan - Annual Fee
Payable againgt purchase of Investments
Payable on redemption of units
Accrued expenses and other liabilities

Net cash from operating activities

CASH FLOW FROM FINANCING ACTIVITIES

Net (payments) / receipts made against issuance / redemption of units
Cash dividend paid

Net cash (used in) / from financing activities

Net increase / (decrease) in cash and cash eguival ents during the period

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

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

For Arif Habib Investments Limited
(M anagement Company)

Chief Executive

Pakistan Income Enhancement Fund
Managed by: ARIF HABIB INVESTMENTS LIMITED

September 30 September 30

2011 2010
--------- (Rupeesin '000)---------
38,912 46,348
1,856 16,028
50 50
181 1,815
6,602 (2,278)
47,601 61,964
13,745 26,757
678
68,184 146,232
7,707 -
- (4,653)
(21,202 2,700
98 354
69,210 171,391
30 (361)
©)] 1
(1,110 (741)
73,342 -
1,253 19,862
627 455
74,139 19,216
190,950 252,571
(202,446) (175,193)
(4,567) (7,208)
(207,013) (182,401)
(16,063) 70,171
32,062 107,319
15,999 177,490
Director




Undistributed income brought forward

Find distribution:
- Issue of 176,049 bonus units for the period ended 30 June
2011 @ Rs0.3309 per unit (date of distribution: 04 July 2011)
(2010: @ Rs 0.51 per unit) (date of distribution: 05 July 2010)

- Cash distribution for the period ended 30 June 2011

Undistributed income brought forward less final distribution
for the period ended 30™ June 2011

Net income for the period

Element of (loss) / income and capital (losses) / gainsincluded in the
prices of unitsissued less those in units redeemed - amount that forms
part of the unit holder's fund

Interim distribution:
- Issue of 589,049 bonus units and 1,033,563 bonus units for

the period ended 30™ September 2011 and period ended
30™ September 2010 respectively

- Cash distribution for the period ended 30‘hSeptember 2011
and period ended 30" September 2010 respectively

Net income for the period less distribution

Undistributed income carried forward

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

For Arif Habib Investments Limited
(Management Company)

Chief Executive

September 30 September 30
2011 2010
--------- (Rupeesin '000)---------
68,060 59,869
(9,130) (20,072)
(1,169) (1,998)
(10,299) (22,070)
57,761 37,799
38,912 46,348
(6,372) -
(30,594) (52,384)
(3,398) (5,210)
(1,452) (11,246)
56,309 26,553
Director

Pakistan Income Enhancement Fund
Managed by: ARIF HABIB INVESTMENTS LIMITED
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Net assets at the beginning of the period

Issue of 3,008,985 units and 9,094,024 units for the period ended
30" September 2011 and period ended 30™ september 2010 respectively

Redemption of 6,887,214 units and 12,542,460 units for the period ended
30" September 2011 and period ended 30" september 2010 respectively

Final distribution:

- lssue of 176,049 bonus units for the period ended 30™ June
2011 @ Rs 0.3309 per unit (date of distribution: 04 July 2011)
- Cash distribution for the period ended 30 June 2011

Capitd gain/ (loss) on sale of investments - ‘at fair value through profit or loss
Net Unrealised (diminution)/appreciation in the value of investments

- 'at fair value through profit or loss
Other net income for the period

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

- amount representing (income) / loss and capital (gains) / losses -
transferred to income statement

- amount representing (loss) / income that form part of unit holders' fund -
transferred to distribution statement

Element of income and capital gainsincluded in prices of unitsissued
less those in units redeemed - amount representing unrealised income

Interim distribution:
- Issue of 589,049 bonus units and 1,033,563 bonus units for
the period ended 30" September 2011 and period ended
30" September 2010 respectively
- Cash distribution for the period ended 30" September 2011
and period ended 30" September 2010 respectively

lssue of 176,049 bonus units for the period ended 30" June
2011 @ Rs 0.3309 per unit (date of distribution: 04" July 2011)

Issue of 589,049 bonus units and 1,033,563 bonus units for
the period ended 30" September 2011 and period ended
30" September 2010 respectively

Net assets at the end of the period

The annexed notes form an integral part of these condensed interim financia statements.

For Arif Habib Investments Limited
(Management Company)

Chief Executive

Pakistan Income Enhancement Fund
Managed by: ARIF HABIB INVESTMENTS LIMITED

September 30 September 30
2011 2010
--------- (Rupeesin '000)---------
1,624,412 2,223,592
156,750 463,617
(359,196) (638,810)
(202,446) (175,193)
(9,130) (20,072)
(1,169) (1,998)
(10,299) (22,070)
2,432 (1,132)
(1,856) (16,028)
38,336 63,508
38,912 46,348
181 1,815
6,372

6,553 1,815

(6,372) -
(30,594) (52,384)
(3,398) (5,210)
(33,992) (57,594)
9,130 20,072
30,594 52,384
1,456,492 2,089,355

Director




LEGAL STATUSAND NATURE OF BUSINESS

Pakistan Income Enhancement Fund (the Fund) was established through a Trust Deed under the Trust Act 1882, executed between Arif Habib Investments
Limited as the Management Company and Central Depository Company of Pakistan Limited (CDC) as the Trustee. The Trust Deed was executed on
14 July 2008 and was approved by the Securities and Exchange Commission of Pakistan (SECP) on 26 June 2008 in accordance with Non-Banking
Finance Companies (Establishment and Regulation) Rules, 2003 (NBFC Rules).

The Management Company of the Fund has been licensed to act as an Asset Management Company under the NBFC Rules through a certificate of
registration issued by the SECP. During the current year, the registered office of the management company has been shifted to 8th Floor, Techno City
Corporate Tower, Hasrat Mohani Road, Karachi, Pakistan.

Based on shareholders' resolutions of MCB-AMC and AHI the two companies have merged as of 27th June 2011 through operation of an order from
the SECP issued under Section 282L of the Companies Ordinance 1984 (Order through letter no. SCD/NBFC-1I/MCBAMCL & AHIL/271/2011 dated
June 10, 2011 ). AHI being alisted company is the surviving entity and in compliance of SBP's approval, it is asubsidiary of MCB Bank. However
subsequent to the completion of the merger, the SECP issued an order postponing the effective date of the merger to 30th July 2011 (through letter no.
SCD/PR & DD/AMCW/MCB-AMCL & AHI/348/2011 dated June 27, 2011). Since the merger had already taken place and the subsequent order of
the SECP could not be complied with, the Company has sought aruling by the honourable SHC. The honourable SHC has held the SECP's subsequent
order in abeyance and instructed SECP to treat the companies as merged pending afinal ruling. Irrespective of the final ruling, the Fund's assets and
NAV remain unaffected.

The Fund is an open-ended mutual fund listed on the I slamabad Stock Exchange of Pakistan. Units are offered for public subscription on a continuous
basis. The units are transferable and can be redeemed by surrendering them to the Fund. Unit holders are divided into plan "A" and plan "B". The unit
holders under plan "A" are entitled for bonus units as well as cash dividend, whereas unit holders under plan "B" are entitled for cash dividend.

The Pakistan Credit Rating Agency Limited (PACRA) has assigned asset manager rating of 'AM2' (Positive Outlook) to the Management Company
and 'AA-' to the Fund.

The policy of the Fund isto invest in the investment grade term finance certificates and sukuk bonds, certificate of investments, term deposit receipts,
spread transactions and with SECP approval structured deposits, notes, interest rate / cross currency swap and arbitrage products, options, derivatives,
index linked structures etc. both within and outside Pakistan, international mutual funds, credit linked notes, and any other investment permissible under
NBFC Regulations.

BASIS OF PRESENTATION

These un-audited condensed interim financial statements have been prepared in accordance with approved accounting standards as applicable in Pakistan.
Approved accounting standards comprise of such International Financial Reporting Standards (IFRS) issued by the Internationa Accounting Standards
Board as are notified under the Companies Ordinance, 1984, The requirements of the Trust Deed, the Non-Banking Finance Companies and Notified
Entities Regulations, 2008 (the NBFC Regulations) and directives issued by the Securities and Exchange Commission of Pakistan (SECP). Wherever
the requirements of the NBFC Regulations or directives issued by the SECP differ with the requirements of |FRS, the requirements of the NBFC
Regulations or the directives issued by the SECP prevail. These financid statements are presented in condensed form in accordance with International
Accounting Standard, 34 "Interim Financial Reporting”. These do not include all the information required for full annual financial statements, and should
be read in conjunction with the financial statements of the Fund as at and for the year ended 30 June 2011.

The directors of the asset management company declare that these financia statements give atrue and fair view of the Fund
SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted for the preparation of these condensed interim financia statements are the same as those applied in the preparation of
the annua published financia statements of the Fund for the year ended 30th June 2011.

Unaudited Audited
Note 30 September 30 June
2011 2011
INVESTMENTS-'AT FAIR VALUE THROUGH PROFIT OR LOSS (Rupeesin '000)
Term Finance Certificates and Sukuk Bonds 42 532,29 474,537
Government Securities 43 454,610 1,062,209
GOP |jara Sukuk 44 492,613 19,415
1,479,519 1,556,161

Pakistan Income Enhancement Fund
Managed by: ARIF HABIB INVESTMENTS LIMITED
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10

INTERIM DISTRIBUTION

The Fund has made following distributions during the period.

Dates Rate Bonus * Cash Total
Units Amount  Distribution
-------------- (Rupeesin '000)-------------
26" July 2011 Re 0.40 per unit 208,325 10,812 1,413 12,225
26" August 2011 Re 0.48 per unit 238,365 12,383 1,237 13,620
26" September 2011 Re 0.29 per unit 142,358 7,400 747 8,147
589,048 30,595 3,397 33,992

* Bonus units have been distributed to unit holders under plan A
** Cash dividend have been distributed to unit holder under plan B
RENUMERATION OF MANAGEMENT COMPANY

During the period, through Sindh sales tax on services Act 2011, General Sales Tax on Fund management services has been imposed @16%, effective
from July 01, 2011. Management fee charged during the period includes Generd sales tax

CONTRIBUTION TO WORKER WELFARE FUND

The Finance Act 2008 introduced an amendment to the Workers' Welfare Fund Ordinance, 1971 (WWF Ordinance). As aresult of this amendment it
may be construed that all Collective Investment Schemes/ mutual funds (ClSs) whose income exceeds Rs 0.5 million in a tax year, have been brought
within the scope of the WWF Ordinance, thus rendering them liable to pay contribution to WWF at the rate of two percent of their accounting or taxable
income, whichever is higher. In thisregard, a constitutiona petition has been filed by certain CISs through their trustees in the Honourable High Court
of Sindh (the Court), challenging the applicability of WWF to the CISs, which is pending adjudication.

Subsequent to the year ended June 30, 2010, a clarification was issued by the Ministry of Labour and Manpower (the Ministry) which stated that mutual
funds are not liable to contribute to WWF on the basis of their income. However on December 14, 2010 the Ministry filed its response against the
Constitutional petition requesting the court to dismiss the petition. According to the legal councel who is handling the case, there is a contradiction
between the aforementioned clarification issued by the Ministry and the response filed by the Ministry in Court.

Subsequent to 30 June 2011, the Honourable Lahore High Court (LHC) in a Consititutional Petition relating to the amendments brought in the WWF
Ordinance, 1971 through the Finance Act, 2006, and the Finance Act, 2008, has declared the said amendments as unlawful and unconstitutional and
struck them down. The Management Company is hopeful that the decision of the LHC, will lend further support to the Constitutional Petition whichis
pending in the SHC. However, pending the decision of the said constitutional petition, the Management Company believes that the Pakistan Income
Enhancement Fund is not liable to contribute to WWF and hence no provision has been recognised by the Management Company. The aggregate
unrecognised amount of WWF as at September 30, 2011 amounted to Rs 11.016 million (including Rs 0.782 million for the quarter ended September
30, 2011).

TAXATION

The income of the Fund is exempt from income tax under clause 99 of Part | of the Second Schedul e to the Income Tax Ordinance, 2001 subject to the
condition that not less than 90 percent of its accounting income for the year, as reduced by capital gains, whether realised or unrealised, is distributed
amongst the unit holders. The Fund has not recorded a tax liability in respect of income relating to the current period as the management company
intends to distribute more than 90 percent of the Fund's accounting income for the period as reduced by capita gains (whether redised or unrealised)
to its unit holders.

EARNINGS/ (LOSS) PER UNIT

Earnings / (Loss) per unit has not been disclosed as in the opinion of the management determination of cumulative weighted average number of
outstanding units for calculating earnings / (10ss) per unit is not practicable

TRANSACTIONSWITH CONNECTED PERSONS
Connected persons of the Fund include the Management Company, other collective investment schemes being managed by the Management Company,

MCB Bank Limited being the holding company of the Management Company, the Trustee, directors and key management personnel, other associated
undertaking and investors holding 10% or more of units of the Fund.

Pakistan Income Enhancement Fund
Managed by: ARIF HABIB INVESTMENTS LIMITED



The transactions with connected persons are in the normal course of business, at contracted rates and terms determined in accordance with market rates.

Remuneration payable to the Management Company and the fee payable to the Trustee are determined in accordance with the the provisions of the
NBFC Rules 2003, the NBFC Regulations 2008 and Trust Deed respectively

Details of transactions and balances at year end with related parties/ connected persons, other than those which have been disclosed € sewhere in these
financial statements, are as follows:

10.1 Transactionsduring the period with connected persons/ related parties
(Unaudited)

September 30 September 30
2011 2010
(Rupeesin '000)
Management Company
Remuneration for the period 6,773 8,386

Front-end load for the period 643 1,249

Summit Bank Limited (formerly: Arif Habib Bank Limited)

Mark-up for the period 90 224
Unitsissued Nil units (2010: 29,023 units) - 1,474
Units redeemed Nil units (2010: 1,042,976.22 units) - 1,043
Cash dividend - -

Central Depository Company of Pakistan Limited - Trustee
Remuneration for the period 551 811

CDS charges 10 2

Arif Habib Investment M anagement Limited - Employee Stock
-Beneficial Ownership Trust

Bonus unitsissued Nil units (2010: 318.88 units) - 16
Units redeemed Nil units (2010: Nil units) - R

Arif Habib Investment Management Limited - Employee Provident Fund
Bonus unitsissued Nil units (2010: 764.35) - 39
Units redeemed Nil units - -

Directors and executives of the M anagement Company:

Unitsissued 139,366 units (2010: 142,848 units) 7,263 7,272
Units redeemed 179,267 units (2010: 151,409 units) 9,343 7,726
Bonus units distributed 17,902 units (2010: 6,128 units) 929 311

Habib Metropolitan Bank Limited

Mark up for the Period 696 669
Unitsissued nil units (2010: nil units) - -
Units redeemed 957,304 units (2010: nil units) 50,000 -
Cash dividend 4,126 7,208
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Unaudited Audited

10.2  Amountsoutstanding as at the period end with connected persons/ September 30 June 30
related parties: 2011 2011
(Rupeesin '000)
Arif Habib Investments Limited

Remuneration payable 2,110 2,004
Payable in respect of preliminary expenses & floatation costs 600 600
Front-end load payable 3 79

Summit Bank Limited (formerly: Arif Habib Bank Limited)
Balance as at period end 1,689 5,300

Accrued mark-up as at the period end 59 30

Units held Nil units (30 June 2011: nil units) - -

Arif Habib Investment Management Limited - Employee Stock
-Beneficial Ownership Trust
Balance as at period end - 446

Arif Habib Investment M anagement Limited - Employee Provident Fund
Balance as at period end - 1,068

Central Depository Company of Pakistan Limited - Trustee
Security deposit 325 325

Remuneration payable 180 183

Directors and executives of the Management Company
Units held 628,070 units (30 June 2011: 636,396 units) 32,660 33,213

Habib Metropolitan Bank Limited (more than 10% holding)

Balance as at period end 5,165 7,840
Accrued mark-up as at the period end 152 209
Units held 2,283,002 units ( 30 June 2011: 3,240,306 units) 118,716 169,112

11 DATE OFAUTHORISATION
These condensed interim financia statements were authorised for issue on 26 October 2011 by the Board of Directors of the Management Company.
12 GENERAL

Figures have been rounded off to the nearest thousand rupees.

For Arif Habib Investments Limited
(Management Company)

Chief Executive Director
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