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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE QUARTER ENDED SEPTEMBER 30, 2013

Dear Investor,

On behalf of the Board of Directors, I am pleased to present MCB Dynamic Stock Fund's accounts review for the first quarter
ended September 30th 2013.

EQUITIES MARKET OVERVIEW

In light of smooth political transition, the ongoing financial year started on a positive note, with stock market touching an all
time high of 23,776.22 on 24-July-2013. The index posted a return of 10.9% during July, outperforming regional markets. But
on account of tepid performance in August and September the benchmark index recorded a total gain of 3.9% during the
1QFY 14, with KSE-100 index closing at 21,832.68 at the end of quarter. Restrictive forces that played a dampening role for
the market were rationalization of tariffs and gas prices, launch of initiatives to enhance revenue administration, monetary
tightening and growing concerns on feeble exchange rate outlook. Although activity remained stable in terms of both volumes
and turnover, foreigners remained net seller with a cumulative net outflow of US$ 94 million during the period under review.

Major interest during the period remained in Textile, Construction & Materials and Power Sectors on the heels of strong inherent
bottom line growth and healthy payouts. With the market expecting interest rates to increase going forward, Banking sector
performed better towards the start of the quarter until the present government announced to peg minimum deposit rates on
saving accounts to overnight repo rate.

FUND PERFORMANCE

MCB-DSF slightly outperformed its benchmark KSE30 index by delivering 2.8 % return while KSE 30 index delivered 2.3%
return during the period. Overall equity exposure of the fund was increased by merely 1.6% which stood at 81.7% at the end
of quarter. The fund changed its investment strategy several times during the quarter to cope with various sector and company
level fundamental developments. During the quarter fund realigned its sector exposure by reducing allocation in Oil & Gas
while increasing its allocations in Construction and Materials and Chemicals sector.

The Net Asset of the Fund as at September 30, 2013 stood at Rs. 966 million as compared to Rs 887 million as at June 30 2013
registering a an increase of 8.9%

The Net Asset Value (NAV) per unit as at September 30, 2013 was Rs. 100.38 as compared to opening NAV of Rs. 97.65 per
unit as at June 30, 2013 registering an increase of Rs. 2.73 per unit

FUTURE OUTLOOK

We will continue to closely monitor foreign inflows in the presence of higher oil prices and debt repayment to international
donors. We believe that the sustainability of external account, in the presence of higher inflationary pressures, would be a key
factor shaping up interest rate direction. The foreign reserve balance will continue to remain in the limelight, with the country
scheduled to repay more than $2.3 billion to IMF during the next three quarters. As a result, the local currency is likely to
remain under pressure.

The reserve position is likely to improve towards the later half of the ongoing fiscal year, with the government expecting
significant improvement in foreign direct investments and materialization of pledges made by multilateral agencies. In addition
to projected CSF inflow of around $1.2 billion, the country is eyeing inflow of $2.7 billion during the next three quarters under
the umbrella of program financing.
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE QUARTER ENDED SEPTEMBER 30, 2013

While the economic environment is challenging, corporate earnings are by and large expected to continue to improve. Earnings
growth is expected to continue in E&P, Textile, Power and cement sector. The rupee depreciation bodes well for textile, E&P
and power sector, while higher allocation in PSDP will increase demand for cement.

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.

For and on behalf of the board

Yasir Qadri

Chief Executive
Karachi: October 23, 2013
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CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES

AS AT SEPTEMBER 30, 2013
Un-Audited Audited
Note September 30 June 30
2013 2013
(Rupees in '000)
ASSETS
Balances with banks 75,760 56,970
Investments 4 879,756 824,668
Dividend and other receivables 15,043 662
Receivable against sale of investments 12,715 20,591
Security deposits 3,955 3,951
Total assets 987,230 906,842
LIABILITIES
Payable to Management Company 1,994 2,397
Payable to Central Depository Company of Pakistan Limited - Trustee 168 151
Annual fee payable to Securities and Exchange Commission of Pakistan 238 718
Accrued and other liabilities 18,884 16,849
Total liabilities 21,234 20,115
NET ASSETS 965,996 886,727
Unit holders’ fund 965,996 886,727
(Number of units)
Number of units in issue 9,623,001 6,751,239
(Rupees)
Net asset value per unit 100.38 131.34
The annexed notes form an integral part of these financial statements.
MCB-Arif Habib Savings and Investments Limited
(formerly: Arif Habib Investments Limited) 9
\(f_ N 9}1 : (Management Company) GS&M
Chief Executive Officer " Director

136 MCB Dynamic Stock Fund




CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2013

Quarter ended
Note  September 30, September 30,

2013 2012
(Rupees in '000)

INCOME
Capital gain on sale of investments-net 35,519 39,070
Dividend income 15,881 11,853
Income from Governement Securities 915 504
Profit on bank deposits 1,605 990
53,920 52,418
Net unrealised (dimunation) / appreceation on re - measurement of investments classified
as ' financial assets at fair value through profit or loss ' (21,063) 46,958
32,857 99,376
EXPENSES
Remuneration of Management Company 6,737 4,428
Remuneration to Central Depository Company of Pakistan Limited - Trustee 498 382
Annual fee - Securities and Exchange Commission of Pakistan 238 181
Brokerage expenses 2,144 2,176
Auditors' remuneration 129 179
Other expenses 197 161
9,943 7,507
Net income from operating activities 22,914 91,868
Net Element of income and capital gains included in the prices
of units issued less those in units redeemed 3,893 3,269
Provision for Workers' Welfare Fund 5 (536) -
Net income for the period before taxation 26,271 95,137
Taxation 6 - -
Net income for the period after taxation 26,271 95,137
Other comprehensive income for the period - -
Total comprehensive income for the period 26,271 95,137

Earnings per unit 7

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

MCB-Arif Habib Savings and Investments Limited
(formerly: Arif Habib Investments Limited) 9
\(f_ N 9}1 : (Management Company) GS&M

Chief Executive Officer Director
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CONDENSED INTERIM DISTRIBUTION STATEMENT (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2013

Quarter ended

September 30, September 30,
2013 2012

(Rupees in '000)

Accumulated Profit/(Loss) brought forward: 211,596 (117,222)

Distributions to the unit holders of the Fund:

Final Distribution at the rate of Rs. 33.6889 per unit declared on 04 July, 2013

- Bonus distribution (227,442) -

Element of (loss) / income and capital losses / (gains) included in

the prices of units issued less those in units redeemed - amount

forms part of the unit holders' fund (6,737) 714
Net income for the period after taxation 26,271 95,136
Undistributed income / accumulated (loss) carried forward 3,688 (21,372)

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

MCB-Arif Habib Savings and Investments Limited
(formerly: Arif Habib Investments Limited) 9
\(f_ N 9}1 : (Management Company) GS&M

Chief Executive Officer Director
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUNDS (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2013

Quarter ended

September 30, September 30,
2013 2012

(Rupees in '000)

Net assets at the beginning of the period 886,727 725,522
Issue of units 2,143,238 (2012: 1,050,903 units) 226,560 100,649
Issue of Bonus 2,329,055 Units (2012: nil units) 227,442 -
Redemption of units 1,600,531 (2012: 1,102,221 units) (169,668) (101,797)
284,334 (1,148)

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

- amount representing (income) / loss and capital (gains)/ losses - 3,893) (3,269)
transferred to income statement

- amount representing loss/ (income)/ that forms part of unit holders' fund - 6,737 (714)
transferred to distribution statement 2,844 (3,983)

Element of (loss) / Income and capital (losses) / gains included in prices of units

issued less those in units redeemed - amount representing unrealised income (6,737) 714

Net unrealised appreciation on re - measurement of investments (21,063) 46,958
classified as ' financial assets at fair value through profit or loss '

Capital gain on sale of investments-net 35,519 39,070

Other operating income 11,815 9,109

Net income for the period 26,271 95,137

Final Distribution at the rate of Rs. 33.6889 per unit declared on 04 July, 2013
- Bonus distribution (227,442) -

Net assets at the end of the period 965,996 816,242

MCB-Arif Habib Savings and Investments Limited
(formerly: Arif Habib Investments Limited) 9
\(f_ N 9}1 : (Management Company) GS&M

Chief Executive Officer Director
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CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2013

Quarter ended

September 30, September 30,
Note 2013 2012

(Rupees in '000)
CASH FLOWS FROM OPERATING ACTIVITIES

Net income for the period before taxation 26,271 95,137
Adjustments for non-cash charges and other items:

Net unrealised diminution / (appreciation) on re - measurement of investments

classified as ' financial assets at fair value through profit or loss ' 21,063 (46,958)
Element of (income) / losses and capital (gains) / losses included
in prices of units issued less those in units redeemed (3,893) (3,269)
43,441 44910
(Increase) / decrease in assets
Investments - net (68,275) (44,623)
Dividend Other receivables (14,381) (10,312)
Security deposits “4) (5)
(82,660) (54,940)
Increase / (decrease) in liabilities
Payable to Management Company (453) (63)
Payable to Central Depository Company of Pakistan Limited 17 6
Annual fee payable to Securities and Exchange Commission of Pakistan (480) (468)
Accrued and other liabilities 2,035 22
1,119 (503)
(38,101) (10,532)
Net cash flow from / (used in) operating activities (38,101) (10,532)

CASH FLOWS FROM FINANCING ACTIVITIES

Net receipt from issue of units 226,560 100,648
Net payments on redemption of units (169,669) (101,797)
Net cash (used in) / generated from financing activities 56,891 (1,149)
Net increase in cash and cash equivalents during the period 18,790 (11,681)
Cash and cash equivalents at the beginning of the period 56,970 69,895
Cash and cash equivalents at the end of the period 75,760 58,214

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

MCB-Arif Habib Savings and Investments Limited
(formerly: Arif Habib Investments Limited) 9
\(f_ N 9}1 : (Management Company) GS&M

Chief Executive Officer Director
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)

FOR THE QUARTER ENDED SEPTEMBER 30, 2013

p—

[ 5]

LEGAL STATUS AND NATURE OF BUSINESS

MCB Dynamic Stock Fund ("The Fund") was established under the Non-Banking Finance Companies(Establishment and Regulation)
Rules, 2003 and was approved as a collective investment scheme by the Securities and Exchange Commission of Pakistan ("SECP") on
12 December 2006. It was constituted under a Trust Deed dated 10 November 2006 amended by a Supplemental Trust Deed dated 21
January 2007 between MCB Arif Habib Savings & Investments Limited ( formerly: Arif Habib Investments Limited)] a company
incorporated under the Companies Ordinance,1984 and Central Depository Company of Pakistan Limited ("CDC") as the Trustee, also
incorporated under the Companies Ordinance, 1984.

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. The registered office of the Management Company is situated at 8th Floor, Techno City
Corporate Tower, Hasrat Mohani Road, Karachi.

The Fund is an open ended mutual fund and offers units for public subscription on a continuous basis. The units of the Fund are
transferable and can also be redeemed by surrendering to the Fund. The units are listed on the Lahore Stock Exchange. The Board of
Directors have approved that the Fund should be categorizzed as Equity Scheme as per the categorities defined by Securities and
Commission of Pakistan.

The principal activity of the Fund is to make investments in securities listed on the stock exchanges. The Fund is an equity fund and its
objective is to provide long term capital appreciation.

The Pakistan Credit Rating Agency (PACRA) Limited has assigned an Asset Manager rating of AM2 "positive outlook" to the
Management Company and a short term star ranking rating of "4-Star-normal" and long term star ranking of "5-star normal" to the Fund.

BASIS OF PREPARATION

Statement Of Compliance

This condensed interim financial information has been prepared in accordance with the requirements of the International Accounting
Standard 34 - Interim Financial Reporting and provisions of and directives issued under the Companies Ordinance, 1984, the Non-
Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBC Rules), 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). In case where requirements differ, the provisions of or directives issued under the Companies Ordinance, 1984,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) and directives issued by the Securities and Exchange Commission of
Pakistan (SECP) have been followed.

This condensed interim financial information does not include all the information and disclosures required for full annual financial

statements and should be read in conjunction with the financial statements for the year ended 30 June 2013.

The disclosures made in this condensed interim financial information have, however, been limited based on the requirements of the
International Accounting Standard 34: 'Interim Financial Reporting'. This condensed interim financial information are unaudited. The
Directors of the asset management company declare that this condensed interim financial information give a true and fair view of the

Fund.

Basis of measurement

This condensed interim financial information have been prepared on the basis of historical cost convention except that investments have

been included at fair value.

Functional and presentation currency

This condensed interim financial information is presented in Pak Rupees which is the functional and presentation currency of the Fund
and rounded to the nearest thousand rupees.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)

FOR THE QUARTER ENDED SEPTEMBER 30, 2013

w

N

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted for the preparation of these condensed interim financial statements are the same as those applied in the
preparation of the annual published financial statements of the Fund for the period ended June 30, 2013

September 30, June 30,
Note 2013 2013
INVESTMENTS
Financial assets at fair value through profit or loss - held for trading
-Listed equity securities 4.1 809,880 740,171
-Goverment Securities 4.2 69,876 84,497
879,756 824,668
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)

FOR THE QUARTER ENDED SEPTEMBER 30, 2013
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)

FOR THE QUARTER ENDED SEPTEMBER 30, 2013
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PROVISION FOR WORKERS' WELFARE FUND

The Finance Act 2008 introduced an amendment to the Workers' Welfare Fund Ordinance, 1971(WWF Ordinance). As a result
of this amendment it may be construed that all Collective Investment Schemes / mutual funds (CISs) 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 this regard, a
constitutional 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 for adjudication.

Subsequent to the year ended 30 June 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 WWEF on the basis of their income. However on 14 December 2010
the Ministry filed its response against the Constitutional petition requesting the court to dismiss the petition. According to thelegal
council 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.

During the year ended 30 June 2012, the Honourable Lahore High Court (LHC) in a Constitutional 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. In March 2013 a larger bench of the Sindh High
Court (SHC) in various constitutional petitions filed by institutions other than mutual funds declared that amendments brought
in the WWF Ordinance, 1971 through the Finance Act, 2006, and the Finance Act 2008, do not suffer from any constitutional
or legal infirmity.

However, as per advice of legal counsel the stay granted to CIS remains intact and the constitution petitions filed by the CIS
to challenge the WWF contribution have not been affected by the SHC judgment.

In the view of the afore mentioned developments and uncertainties created by the recent decision by Honourable Sindh High
Court, the Management company, as a matter of abundant precaution,has decided to retain the entire provision for WWF. The
aggregate amount of WWF charged as on September 30,2013 is Rs.0.536 m.If the same were not made the NAV of the fund
would have been higher by Rs.1.623 per unit

TAXATION

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

EARNINGS 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 / (loss) per unit is not practicable.

TRANSACTIONS WITH CONNECTED PERSONS / OTHER RELATED PARTIES
Connected persons of the Fund include the Management Company, other collective investment, schemes being managed by

the Management Company, MCB Bank Limited being the parent company of the Management Company, the Trustee, directors
and key management personnel, other associated undertaking and investors holding 10% or more units of the Fund.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2013

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 elsewhere in these financial statements, are as follows:

Details of the transactions with the connected persons during the period are as follows:

MCB Bank Limited
Mark-up received
Dividend received
Bank Charges

Management Company
Remuneration of the Management Company

Central Depository Company of Pakistan Limited-Trustee

Remuneration of the Trustee
CDC settlement charges

Key management personnel
Issue of 34,555 units (2012: 396 units)
Redemption 21,775 units (2012: 2,801 units)

MCB Employees Provident Fund
Issue of 489,481 units (2012: units)

MCB Employees Pension Fund
Issue of 375,103 units (2012 : nil units)

D. G. Khan Cement Company Limited
- Employees Provident Fund
Issue of bonus units 8,287 units (2012 : nil units)

Adamjee Life Insurance Company
Limited (Income Multiplier Fund )
Issue of bonus units 311,458 units (2012 : nil units)
Issue of 379,965 units (2012 : nil units)

Next Capital Limited
- Brokerage *

Arif Habib Limited
- Brokerage *
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September 30 September 30
2013 2012
(Rupees in '000)

453 567

160 120

2 2

6,678 4,420

498 382

59 23

3,540 38

2,270 250
47,800 -
36,630 -
809 -
30,415 -
41,100 -

38 49

52 106
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2013

Amount outstanding as at the period / year end

Management Company
Management fee payable
Sale Load Payable

Central Depository Company of Pakistan Limited-Trustee
Trustee fee payable

CDC settlement charges

Security deposit

MCB Bank Limited
Bank balances
Profit receivable on bank balances
nil shares held (2013: 16,600 shares)

Fatima Fertilizers Company Limited
2,109,500 shares held (2013: 1,850,500 shares)

MCB Employees Provident Fund
1908,341 units held (2013: 1,481,160 units)

MCB Employees Pension Fund
1,462,414 units held (2013: 1,087,311 units)

D. G. Khan Cement Company Limited
- Employees Provident Fund
32,310 units held (2013: 24,023 units)

Adamjee Life Insurance Company
Limited (Income Multiplier Fund )
1,594,246 units held (2013: 902,283 units)

Key management personnel
35,611 units held (2013: 22,831 units)

D.G.Khan Cement Company Limited
498,000 shares held (2013: 71,406 shares)

Nishat Mills Limited
400 shares held (2013: 225,500 shares)

Nishat Chunain Limited
108,00 shares held (2013: nil shares)

Next Capital Limited
- Brokerage *

Arif Habib Limited
- Brokerage *
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September 30

2013

June 30
013

(Rupees in '000)

1,994
439

168

200

21,163
281

54,847

191,567

146,803

3,243

19,499

3,575

34,297

6,078

1,855
542
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200

20,033
41
4,027

45,948

186,353

142,807

3,155

118,577

2,999

5,976

21,244
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2013

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

DATE OF AUTHORIZATION FOR ISSUE

o

These financial statements were authorised for issue on October 23, 2013 by the Board of Directors of the Management

Company.
MCB-Arif Habib Savings and Investments Limited
(formerly: Arif Habib Investments Limited) 9
\Kf_ - m : (Management Company) ngovw
Chief Executive Officer Director
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(formerly: Arif Habib Investments Limited)

8th Floor, Techno City Corporate Tower, Hasrat Mohani Road, Karachi.
UAN: (+92-21) 11-11-622-24 (11-11-MCB-AH), 111-468378 (111-INVEST)
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