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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

Dear Investor,

On behalf of the Board of Directors, we are pleased to present Alhamra Islamic Stock Fund Half Yearly Report for the
period ended December 31, 2018.

MARKET & ECONOMIC REVIEW
Economy & Money Market Review

FY19 started off with a positive note as smooth completion of election process resulted in a sigh of relief for the market
participants. The new regime inherited many economic challenges particularly on the external front. To cope with the
underlying challenges, major policy actions (currency depreciation of 15% along with interest rate hike of 250 bps) were
taken to address the imbalances. Furthermore, major success came through diplomatically engaging with the friendly
allies. As a result, Pakistan secured BOP support package from Saudi Arabia, UAE and China amounting to USD 14 billion
while Saudi Arabia & UAE committed foreign direct investment of USD 20-30 billion.

Average CPI for the first half of current fiscal year clocked in at 6.0%. Nevertheless, it is expected to jack up during the
second half, owing to a low base effect and lagged impact of currency adjustments. Furthermore, government is yet to
adjust electricity prices as the gap between base tariff and actual cost of generation has widened significantly. We expect
CPI to average 8.5% for the 2HFY 19 after accounting for electricity adjustments.

Current Account Deficit for the first six months clocked in at ~USD 8 billion which is an improvement of 4.4% from same
period last year. CAD was well supported by remittances growth of 10%. However, the improvement in the external position
was masked by the higher oil prices and payments for the previous periods reflected in current accounts. The non-oil
imports have shown encouraging trend, declining by ~5% over the previous year. Reflecting the elevated oil prices and
limited financial flows, reserves declined by ~USD 2.7 bn during the period leading to rupee depreciation of ~13.7%.

The focus of government to stabilize aggregate demand has taken its toll on large scale manufacturing which posted a
decline of 0.9% YoY in the first five months of FY19. The decline has been led by reduction in production of oil products
followed by slow down in autos, pharmaceuticals, consumer products. LSM growth is reflecting the overall slowdown in
economy as envisaged by the steps taken by authorities to control the external imbalances.

Equity Market Review

CY18 closed itself on a negative note for the consecutive second year, as the benchmark Index KSE100 posted a loss
of 8.4%. Half year/Quarterly return amounted to ~9.5%/11.5% respectively. The month of Dec'18 was the worst month
of the year as KSE100 retreated by 8.5%, as unexpected monetary tightening by 150 bps during the last month created
a negative environment for equities. Even announcement for support of USD 3 billion by UAE could not come to rescue
as overall uncertainty continued to linger towards the economy. Foreign selling during the first half continued with foreigners
offloading USD ~404 mn worth of equities, most of which was absorbed by Insurance Companies and Individuals who
bought USD ~173 and ~USD 152 mn respectively. Volumes and values averaged around 179 mn shares/ PKR 7.68 bn,
depicting a considerable decrease of ~6/~7% as compared to first half.

In the first half, most of the major sectors such Refineries, Autos, OMCs, E&Ps & Cements underperformed the market
generating negative returns of 29%/27%/20%/18%/16% respectively. Refineries suffered due to lower throughput and
closure of plants amid limited offtake of Furnace Oil. E&Ps took the brunt of plunge in international oil prices by ~30%
as compared. Autos, Cements and OMCs followed the thematic decline due to economic slowdown. On the flip side, only
Textile Composites remained in the positive territory generating a positive return of 20% due to currency depreciation of
~15% as well as supportive export-oriented policies of the newly-elected government.

FUND PERFORMANCE

During the period, PISF delivered a negative return of 11.22% as compared to a negative return of KMI 30 index of 13.91%.
Overall equity exposure of the fund stood at 83.7% at the end of the period as compared to 85.8% at June 30, 2018. The
fund changed its investment strategy several times during the quarter to cope with various sector and company level
fundamental developments. During the period, the fund realigned its sector exposure by decreasing allocation in cash
and equities.

The Net Assets of the Fund as at December 31, 2018 stood at Rs. 2,426 million as compared to Rs. 3,550 million as at
June 30, 2018 registering a decrease of 31.66%.
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
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The Net Asset Value (NAV) per unit as at December 31, 2018 was Rs.9.57 as compared to opening NAV of Rs. 10.78
per unit as at June 30, 2018 registering a decrease of Rs. 1.21 per unit.

MARKET & ECONOMY - FUTURE OUTLOOK

The government has managed to arrange adequate financial flows for the next half year supported by deferred payment
facilities, loans and deposits from friendly nations. However, the external account balance needs to improve further to
reach sustainable levels for future funding of deficits. The exports are expected to show an improved trend supported by
lagged impacts of currency depreciation, tax refunds to exporters, better energy supplies and energy price parity with
regional peers. Imports are expected to slow down in second half of the year as effects of the one-off adjustments and
oil prices neutralize along with impact of currency depreciation becomes further visible. Current account deficit for FY19
is expected to be ~USD 13 bn with CAD for next half year to slow down to ~USD 5 bn compared with first half of ~USD
8 bn. Subsequently, we expect normalize PKR/USD adjustment of around 5% in next half given the REER is close to its
fundamental value.

The government has announced to approach the IMF for an economic program for balance of payments support. IMF
program would lead to better policy management relative to dealing with the structural issues in the economy along with
responsible fiscal management. Besides, entrance into IMF program would allow Pakistan to secure financial flows from
other multilateral agencies which would allow better external account management.

Inflationary pressures are expected to become more visible in second half of the year as lagged impacts of currency
depreciation, gas price increase and electricity price adjustments are incorporated. However, most of the monetary
tightening has been done to reflect the upcoming inflationary pressures and room for further tightening would remain in
the range of 50 bps.

For the remaining year, the economic growth is expected to remain on a slower trajectory as currency adjustments and
tighter monetary policy will rein on the consumption patterns. However, increased power supply along with the documentation
of economy will provide a respite to the economic managers during this critical juncture. We share the optimism on better
governance & long term prospects for economic revival amid more focused and sincere efforts to address chronic issues
on economic front by the new government; however, the path is likely to be tough and with a number of potentially un-
popular policy steps.

We believe equity markets preempted the economic conditions and as such it is important to consider whether all the
economic developments are priced in or not. Therefore, overall valuations and fundamentals of universe companies do
play an important role. The overall strategy should tilt towards defensive sectors (E&Ps, Power, Fertilizers) while sector
which will benefit from changing dynamics on macro front such as rising interest rates (Commercial Banks) should be
overweight. In addition to that, government's strong focus on reviving exports should provide a boost to the outlook of
export oriented sectors such as Textiles & IT. Despite being negative on cyclical sectors, we believe there will be distressed
assets and quality companies which should be looked into as they have a tendency to provide abnormal returns.

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,

Vst

Muhammad Sagib Saleem Nasim Beg
Chief Executive Officer . . .
February 18, 2019 Vice Chairman / Director

P
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Trustee Report to the Unit Holders

CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office

CDC House, 99-8, Block '8’
S.M.C.H.S. Main Shahra-e-Faisal
Karachi - 74400, Pakistan.

Tel: (92-21) 111-111-500

Fax: {(92-21) 34326020 - 23
URL: www.cdcpakistan.com
Emall; info@cdcpak.com

TRUSTEE REPORT TO THE UNIT HOLDERS
ALHAMRA ISLAMIC STOCK FUND

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

We Central Depository Company of Pakistan Limited, being the Trustee of Alhamra
Islamic Stock Fund (the Fund) are of the opinion that MCB-Arif Habib Savings and
Investments Limited being the Management Company of the Fund has in all material
respects managed the Fund during the six months period ended December 31, 2018 in
accordance with the provisions of the following:

(i) Limitations imposed on the investment powers of the Management Company
under the constitutive documents of the Fund;

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

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

WA A
Badiuddin Akber
Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi: February 20, 2019
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Auditor’s Report to the Unit Holders on Review of Condensed Interim Financial Statements

Deloitte.

Deloitte Yousuf Adil
Chartered Accountants

Cavish Court, A-35, Block 7 & 8
KCHSU, Shahrah-e-Faisal
Karachi-75350

Pakistan

Tel: +92 (0) 21 3454 6494-7
Fax: 492 (0) 21- 3454 1314

www.deloitte.com

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

Introduction

We have reviewed the accompanying condensed interim statement of assets and liabilities of Alhamra
Islamic Stock Fund (the Fund) as at December 31, 2018, and the related condensed interim income
statement, condensed interim statement of comprehensive income, condensed interim cash flow
statement and condensed interim statement of movement in unit holders’ fund together with the notes
forming part thereof (here-in-after referred to as the ‘interim financial information®), for the half year
ended December 31, 2018. The Board of the Management Company (MCB Arif Habib Savings and
Investments Limited) is responsible for the preparation and presentation of this interim financial
information in accordance with approved accounting and reporting 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. The figures of the condensed interim income statement for the quarters
ended December 31, 2018 and 2017 have not been reviewed, as we are required to review only the
cumulative figures for the half year ended December 31, 2018.

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

condensed interim financial information is not prepared, in all material respects, in accordance with
approved accounting standards as applicable in Pakistan for interim financial reporting.

Felolle, Nowistf AduL
Chartered Accoyntants

Engagement Partner
Hena Sadiq

Dated: February 20, 2019
Place: Karachi

Member of
Deloitte Touche Tohmatsu Limited
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CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES

AS AT DECEMBER 31, 2018

Note
ASSETS
Balance with banks 5
Investments 6

Receivable against sale of investments
Profit receivable

Advances, deposits and prepayments
Total assets

LIABILITIES

Payable to the Management Company

Payable to the Central Depository Company of Pakistan Limited - Trustee
Payable to the Securities and Exchange Commission of Pakistan
Unclaimed dividend

Payable against purchase of investments

Accrued expenses and other liabilities 7
Total liabilities

NET ASSETS

Unit holders’ fund (as per statement attached)

Contingencies and commitments 8

Number Of Units In Issue

NET ASSETS VALUE PER UNIT

(Un-Audited)
December 31,
2018

(Audited)
June 30,
2018

371,638 515,013
2,132,913 3,144,338
30,752 -
9,317 4,123
3,227 3,226
2,547,847 3,666,700
8,483 10,535
331 419
1,585 3,060
12,400 12,400
77,515 69,158
21,218 20,972
121,532 116,544
2,426,315 3,550,156
2,426,315 3,550,156
------ (Number of units) ------
253,490,466 329,449,289
------------ (Rupees) ------------
9.5700 10.7800

The annexed notes from 1 to 14 form an integral part of these condensed interim financial statements.

For MCB-Arif Habib Savings and Investments Limited

(Management Company)

-

Chief Financial Officer

Vg

Chief Executive Officer

£

o <

Director
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CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2018

Half year ended Quarter ended
December 31, December 31,
2018 2017 2018 2017
Note = = e (Rupees in '000) --------=-==-====mmmmmemmmmm

INCOME
Capital loss on sale of investments (119,066) (285,090) (109,319) (174,937)
Dividend income 87,195 74,425 47,216 51,135
Profit on bank deposits 18,436 15,478 9,799 7,921
Net unrealised (diminution) / appreciation in fair value of

investments classified as 'at fair value through profit or loss' 6.1 (231,602) (174,083) (158,328) 46,805
Total loss (245,037) (369,270) (210,631) (69,076)
Impairment loss on investment in equity securities

classified as 'available-for-sale' - (2,822) - (2,822)
EXPENSES
Remuneration of the Management Company 33,362 29,990 15,954 15,195
Sindh Sales Tax and Federal Excise Duty on remuneration of the

Management Company 4,337 3,899 2,073 1,975
Remuneration of the Central Depository Company of

Pakistan Limited - Trustees 2,172 2,004 1,050 1,012
Sindh Sales tax on remuneration of Trustee 282 261 136 132
Securities and Exchange Commission of Pakistan - annual fee 1,585 1,425 758 722
Allocated expense 1,885 1,694 902 858
Selling and marketing expenses 6,672 5,998 3,191 3,039
Securities transaction cost 9,362 8,339 9,362 4,249
Brokerage, settlement and bank charges 726 674 (2,007) 272
Fees and subscription 37 110 15 45
Legal and professional charges 91 89 46 35
Shariah advisory fee 450 450 225 225
Donation 1,084 1,092 738 863
Auditors' remuneration 218 298 69 163
Printing and related costs 24 (10) (1) (50)
Total expenses 62,287 56,313 32,510 28,735
Net loss for the period before taxation (307,324) (428,405) (243,141) (100,633)
Taxation 9 - - -
Net loss for the period (307,324) (428,405) (243,141) (100,633)

Allocation of net loss for the period:
Net loss for the period (307,324) (243,141)
Income already paid on units redeemed - -
(307,324) (243,141)
Accounting income available for distribution:
- Relating to capital gains - -
- Excluding capital gains - -

Earnings per unit 10
The annexed notes from 1 to 14 form an integral part of these condensed interim financial statements.

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

e 5 7

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF OTHER COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2018

Half year ended Quarter ended
December 31, December 31,
2018 2017 2018 2017

Net income for the period after taxation (307,324) (428,405) (243,141) (100,633)
Other comprehensive income for the period

Unrealised (diminution) / appreciation in fair value of investments
classified as 'at fair value through other compreensive income' - net - (34,902) - (6,577)

Total comprehensive income for the period (307,324) (463,307) (243,141) (107,210)

The annexed notes from 1 to 14 form an integral part of these condensed interim financial statements.

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

Tt - A=~

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUND (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2018

Net assets at beginning of the period
Impact of adoption of IFRS 9 (see note 3.1)

Issue of 315,115,773 units (2017: 192,815,814 units):
- Capital value (at net asset value per unit
at the beginning of the period)
- Element of loss
Total proceeds on issuance of units

Redemption of 391,074,596 units (2017: 135,336,851 units):
- Capital value (at net asset value per unit
at the beginning of the period)
- Refund / adjustment on units as element of income
Total payments on redemption of units

Total comprehensive (loss) / income for the period

Net assets at end of the period

Undistributed income brought forward
- Realised
- Unrealised

Impact of adoption of IFRS 9 (see note 3.1)
Net (loss) / income for the period after taxation

Undistributed loss carried forward

Undistributed income carried forward
- Realised
- Unrealised

Net assets value per unit at beginning of the period

Net assets value per unit at end of the period

Half year ended
December 31,

The annexed notes from 1 to 14 form an integral part of these condensed interim financial statements.

Yhors

Chief Executive Officer

2018 2017
(Rupees in '000)
Unrealised
- appreciation /
Capital value Umfllstrlbuted (diminution) on Total Total
Income .
available-for-sale
investments
3,440,214 31,452 78,490 3,550,156 2,914,957
78,490 (78,490)
3,396,948 - - 3,396,948 2,361,994
(142,248) - - (142,248) (216,081)
3,254,700 - 3,254,700 2,145,913
(4,215,784) - - (4,215,784) 1,657,876
144,567 - - 144,567 (162,737)
(4,071,217) - - (4,071,217) (1,495,139)
- (307,324) - (307,324) (463,307)
2,623,697 (197,382) - 2,426,315 3,102,424
281,264 483,316
(249,812) (41,361)
31,452 441,955
78,490
(307,324) (428,405)
(197,382) 13,550
34,220 187,633
(231,602) (174,083)
(197,382) 13,550
--------- (Rupees) ===------
10.7800 12.2500
9.5700 10.5000
For MCB-Arif Habib Savings and Investments Limited
(Management Company)
% j—
v f /
Chief Financial Officer Director
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CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

CASH FLOWS FROM OPERATING ACTIVITIES

Net (loss) / income for the period before taxation

Adjustments for:

Unrealised diminution / (appreciation) in value of investments
classified as 'at fair value through profit or loss' - net

Dividend income
Impairment loss on investment in equity securities

(Increase) / decrease in assets

Investments

Dividend and profit receivable
Advances, deposits and prepayments

Receivable against sale of investments

Increase / (decrease) in liabilities

Payable to the Management Company

Payable to the Central Depository Company of Pakistan Limited - Trustee
Payable to Securities and Exchange Commission of Pakistan

Payable against purchase of investments

Payable against redemption of units

Accrued expenses and other liabilities

Net cash used in operating activities

CASH FLOWS FROM FINANCING ACTIVITIES
Receipts from issuance of units

Payments on redemption of units

Net cash used in / generated from financing activities

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

Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the period

The annexed notes from 1 to 14 form an integral part of these condensed interim financial statements.

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

Half year ended
December 31,

2018 2017

......... (Rupees in '000)

Chief Executive Officer Chief Financial Officer
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(307,324) (428,405)
231,602 174,083
(87,195) (74,425)
- 2,822
(162,917) (325,925)
779,823 (629,215)
82,001 69,349
(1) (15)
(30,752) (75,711)
831,071 (635,592)
(2,052) 437
(88) 33
(1,475) (370)
8,357 (10,284)
- (52,000)
246 (1,946)
4,988 (64,130)
(157,929) (390,055)
3,254,700 2,145,913
(4,071,217) (1,495,139)
(816,517) 650,774
(143,375) (374,873)
515,013 777,425
371,638 402,552
<
Director
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

1. LEGAL STATUS AND NATURE OF BUSINESS

1.1 Alhamra Islamic Stock Fund (formerly: MCB Pakistan Islamic Stock Fund) (the Fund) was established under a Trust
Deed executed between Arif Habib Investments Limited (AHIL) as Management Company and Central Depository
Company of Pakistan Limited (CDC) as Trustee on May 26, 2004.

1.2 Pursuant to the merger of MCB Asset Management Company Limited with and into Arif Habib Investments Limited
(AHIL), the name of AHIL has been changed to MCB-Arif Habib Savings and Investments Limited.

1.3 Formation of the Fund as a closed-end fund was authorized by SECP on May 13, 2004, however with effect from
November 11, 2010 the Fund was converted into open-end fund. The Management Company of the Fund obtained
the requisite license from the Securities and Exchange Commission of Pakistan (SECP) to undertake asset
management services under the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003
(the NBFC Rules). The registered office of the Management Company is situated at 24th Floor, Centre Point, Off.
Shaheed-e-Millat Expressway, Near KPT Interchange, Karachi, Pakistan.

1.4 The Fund is categorised as "equity scheme" and is listed on the Pakistan Stock Exchange Limited. The Fund
primarily invests in listed equity securities. It also invests in cash instruments and treasury bills not exceeding 90
days maturity.

1.5 Units are offered for public subscription on a continuous basis. The units are transferable and can be redeemed
by surrendering them to the Fund.

1.6 The Pakistan Credit Rating Agency Limited (PACRA) has assigned asset manager rating of '"AM2++' dated October
31, 2018 to the Management Company.

1.7 Title to the assets of the Fund is held in the name of Central Depository Company of Pakistan Limited as Trustee
of the Fund.

2. STATEMENT OF COMPLIANCE

2.1 "This Condensed interim financial information has been prepared in accordance with the accounting and reporting
standards as applicable in Pakistan. The accounting and reporting standards applicable in Pakistan comprise of:"

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

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

- 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 the requirements
of the Trust Deed.

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

2.2 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 does not include all the information and disclosures required in a full set of financial statements
and should be read in conjunction with the annual published audited financial statements of the Fund for the year
ended June 30, 2018.

2.3 In compliance with schedule V of the Non-Banking Finance Companies and Notified Entities Regulations, 2008,
the directors of the Management Company hereby declare that this condensed interim financial information gives
a true and fair view of the state of the Fund's affairs as at December 31, 2018.

2.4 This condensed interim financial information is presented in Pak Rupees, which is the functional and presentation
currency of the Fund and has been rounded off to the nearest thousand rupees, unless otherwise specified.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

3. SIGNIFICANT ACCOUNTING POLICIES AND KEY ACCOUNTING ESTIMATES AND JUDGEMENTS

The accounting policies and methods of computation adopted in preparation of this condensed interim financial
information are same as those applied in preparation of financial statements of the Fund as at and for the year
ended June 30, 2018, except as described in note 3.1 below.

The preparation of condensed interim financial information requires management to make judgments, estimates
and assumptions that affect the application of accounting policies and the reported amounts of assets and liabilities,
income and expenses. Actual results may differ from these estimates. In preparing this condensed interim financial
information, significant judgments made by management in applying accounting policies and the key sources of
estimation and uncertainty were the same as those that applied to the financial statements as at and for the year
ended June 30, 2018.

Amendments to certain existing standards and interpretations on approved accounting standards effective during
the period were not relevant to the Fund's operations and did not have any impact on the accounting policies of
the Fund and therefore not disclosed in this condensed interim financial information.

3.1 Impact of initial application of IFRS 9 Financial Instruments

In the current year, the Fund has applied IFRS 9 Financial Instruments (as revised in July 2014) and the related
consequential amendments to other IFRS Standards that are effective for an annual period that begins on or after
July 01, 2018. The transition provisions of IFRS 9 allow an entity not to restate comparatives. The Fund has elected
not to restate comparatives in respect of the classification and measurement of financial instruments. The comparatives
in the condensed half year statement of assets and liabilities presented in the condensed half year financial
information as at December 31, 2018 have been extracted from the audited financial statements of the Fund for
the year ended June 30, 2018, whereas the comparatives in the condensed half year income statement, condensed
half year statement of movement in unit holders' fund and condensed half year cash flow statement have been
extracted from the unaudited condensed half year financial information of the Fund for the half year ended December
31, 2017.

"Additionally, the Fund adopted consequential amendments to IFRS 7 Financial Instruments: Disclosures that were
applied to the disclosures for 2018 and to the comparative period."

"IFRS 9 introduced new requirements for:

1) The classification and measurement of financial assets and financial liabilities,
2) Impairment of financial assets, and
3) General hedge accounting.

Details of these new requirements as well as their impact on the Fund's financial statements are described below
except the General Hedge Accounting which the Fund does not apply. The Fund has applied IFRS 9 in accordance
with the transition provisions set out in IFRS 9.

(a) Classification and measurement of financial assets

The date of initial application (i.e. the date on which the Fund has assessed its existing financial assets and financial
liabilities in terms of the requirements of IFRS 9) is July 01, 2018. Accordingly, the Fund has applied the requirements
of IFRS 9 to instruments that continue to be recognised as at July 01, 2018 and has not applied the requirements
to instruments that have already been derecognised as at July 01, 2018. Comparative amounts in relation to
instruments that continue to be recognised as at July 01, 2018 have not been restated as allowed by IFRS 9.

All recognised financial assets that are within the scope of IFRS 9 are required to be measured subsequently at
amortised cost or fair value on the basis of the entity’s business model for managing the financial assets and the
contractual cash flow characteristics of the financial assets.

"Specifically:"

- "debt instruments that are held within a business model whose objective is to collect the contractual cash flows,

and that have contractual cash flows that are solely payments of principal and interest on the principal amount
outstanding, are measured subsequently at amortised cost;"
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

- debt instruments that are held within a business model whose objective is both to collect the contractual cash
flows and to sell the debt instruments, and that have contractual cash flows that are solely payments of principal
and interest on the principal amount outstanding, are measured subsequently at fair value through other
comprehensive income (FVTOCI);

- all other debt investments and equity investments are measured subsequently at fair value through profit or loss
(FVTPL). Despite the aforegoing, the Fund may make the following irrevocable election/designation at initial
recognition of a financial asset;

- the Fund may irrevocably elect to present subsequent changes in fair value of an equity investment that is neither
held for trading nor contingent consideration recognised by an acquirer in a business combination in other
comprehensive income; and

- the Fund may irrevocably designate a debt investment that meets the amortised cost or FVTOCI criteria as
measured at FVTPL if doing so eliminates or significantly reduces an accounting mismatch.

In the current year, the Fund has not designated any debt investments that meet the amortised cost or FVTOCI
criteria as measured at FVTPL.

When a debt investment measured at FVTOCI is derecognised, the cumulative gain or loss previously recognised
in other comprehensive income is reclassified from equity to profit or loss as a reclassification adjustment. When
an equity investment designated as measured at FVTOCI is derecognised, the cumulative gain or loss previously
recognised in other comprehensive income is subsequently transferred to retained earnings.

Debt instruments that are measured subsequently at amortised cost or at FVTOCI are subject to impairment. Please
see para (b) below for applicability of impairment requirements of IFRS 9.

The Management has reviewed and assessed the Fund’s existing financial assets as at July 01, 2018 based on
the facts and circumstances that existed at that date and concluded that the initial application of IFRS 9 has had
the following impact on the Fund’s financial assets as regards their classification and measurement:

- the Fund’s investments in equity instruments (neither held for trading nor a contingent consideration arising from
a business combination) that were previously classified as available?for?sale financial assets and were measured
at fair value at each reporting date under IAS 39 have been reclassed as at FVTPL. The change in fair value on
these equity instruments will be recognised in the income statement;

- there is no change in the measurement of the Fund’s investments in equity instruments that are held for trading;
those instruments were and continue to be measured at FVTPL;

Para (d) below tabulates the change in classification of the Fund’s financial assets upon application of IFRS 9.

None of the other reclassifications of financial assets have had any impact on the Fund’s financial position, profit
or loss, other comprehensive income or total comprehensive income in either year.

(b) Impairment of financial assets

The SECP/Commission has through its letter no. SCD/AMCW/RS/MUFAP/2017-148 dated November 21, 2017 has
deferred the applicability of the impairment requirements of IFRS 9 for debt securities on mutual funds. Therefore
the Fund will not be subject to the impairment provisions of IFRS 9.

(c) Classification and measurement of financial liabilities

A significant change introduced by IFRS 9 in the classification and measurement of financial liabilities relates to

the accounting for changes in the fair value of a financial liability designated as at FVTPL attributable to changes
in the credit risk of the issuer.

Specifically, IFRS 9 requires that the changes in the fair value of the financial liability that is attributable to changes
in the credit risk of that liability be presented in other comprehensive income, unless the recognition of the effects
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

of changes in the liability’s credit risk in other comprehensive income would create or enlarge an accounting mismatch
in profit or loss. Changes in fair value attributable to a financial liability’s credit risk are not subsequently reclassified
to profit or loss, but are instead transferred to retained earnings when the financial liability is derecognised. Previously,
under IAS 39, the entire amount of the change in the fair value of the financial liability designated as at FVTPL was
presented in profit or loss.

Profit and other comprehensive income reported for half year ended December 31, 2018 have not been affected
as the Fund did not have any financial liabilities designated as at FVTPL.

Apart from the above, the application of IFRS 9 has had no impact on the classification and measurement of the
Fund’s financial liabilities.

Please refer to para (d) below for further details regarding the change in classification upon the application of IFRS
9.

(d) Disclosures in relation to the initial application of IFRS 9

There were no financial assets or financial liabilities which the Fund had previously designated as at FVTPL under
IAS 39 that were subject to reclassification or which the Fund has elected to reclassify upon the application of IFRS
9. There were no financial assets or financial liabilities which the Fund has elected to designate as at FVTPL at
the date of initial application of IFRS 9.

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

to IFRS 9.

o IFRS 9 Retained
carrym? Reclassificati Remeasurem carrying . ffect
aTL?:en ons ents amount earnings effec
30, 2018 July 01, 2018 July 01, 2018

Rupees
Financial assets
FVTPL
Additions:
From available for sale (IAS 39) 243,214 243,214 - 243,214 78,490
Total 243,214 243,214 - 243,214 78,490

4, FINANCIAL RISK MANAGEMENT

The Fund's risk management policies are consistent with those disclosed in the financial statements of the Fund
as at and for the year ended June 30, 2018.

(Un-Audited) (Audited)
December 31, June 30,
2018 2018
Note @ = - (Rupees in '000) --------
5. BALANCE WITH BANKS

- in saving accounts 51 355,020 16,608

- in current accounts 52 16,618 498,405
371,638 515,013

5.1 These carry mark-up at rates ranging between 8% to 10% (June 30, 2018: 6.20% to 6.50%) per annum and include
Rs. 0.662 million maintained with MCB Islamic Bank Limited (a related party) which carries profit rate 5.75% per
anum.

5.2 These include Rs. 4.199 million (June 30, 2018: Rs. 0.86 million) held with MCB Bank Limited and Rs. Nil (June
30, 2018: Rs. 0.62 million) held with MCB Islamic Bank Limited (related parties).
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE HALF YEAR ENDED DECEMBER 31, 2018
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

(Un-Audited) (Audited)
December 31, June 30,
2018 2018
Note @ = =—-eee- (Rupees in '000) --------
7. ACCRUED EXPENSES AND OTHER LIABILITIES
Provision for Sindh Workers' Welfare Fund 71 9,948 9,948
Provision for Federal Excise Duty and related tax on 7.2
- Management fee 5,689 5,689
- Sales load 125 125
Auditors' remuneration 205 290
Brokerage payable 3,010 1,775
Sale load payable MCB Bank Limited 1
Withholding tax payable 14 76
Charity / donation payable 1,084 2,049
Others 1,142 1,020
21,218 20,972

7.1 Provision for Sindh Workers' Welfare Fund

There is no change in the status of the SWWF as reported in the annual financial statements of the Fund for the
year ended June 30, 2018. Had the provision for SWWF not been recorded in the condensed interim financial
information of the Fund, the net asset value of the Fund as at December 31, 2018 would have been higher by
Re.0.04 per unit (June 30, 2018 Re. 0.03 per unit).

7.2 Federal Excise Duty and related tax payable

There is no change in the status of the appeal filed by the Federal Board of Revenue in the Honorable Supreme
Court of Pakistan in respect of levy of Federal Excise Duty as reported in the annual financial statements of the
Fund for the year ended June 30, 2018. Had the said provision for FED not been recorded in the condensed interim
financial information of the Fund, the net asset value of the Fund as at December 31, 2018 would have been higher
by Re. 0.02 per unit (June 30, 2018: Re 0.02 per unit).

8. CONTINGENCIES AND COMMITMENTS
There were no contingencies and commitments as at December 31, 2018.(June 30, 2018: Nil)
9. TAXATION

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

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

11. 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 holding company of the Management
Company, the Trustee, directors and key management personnel, other associated undertaking and unit holders
holding more than 10% units of the Fund.

Remuneration to the Management Company and Trustee are determined in accordance with the provisions of the

NBFC Regulations and the Trust Deed of the Fund. All other transactions with connected persons are in the normal
course of business and are carried out on agreed terms.
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11.2 Details of transactions with the connected persons / related parties during the period are as follows:

(Unaudited) (Unaudited)
December 31, December 31,
2018 2017

------ (Rupees in '000) -----
MCB Arif Habib Savings and Investments Limited - Management Company

Remuneration (including indirect taxes) 37,699 33,889

Expenses allocated by the Management Company and related sales tax 1,885 1,694

Shariah advisory fee 450 450

Selling and marketing expenses 6,672 5,998
Central Depository Company of Pakistan Limited - Trustee

Remuneration including indirect taxes 2,454 2,264

Settlement charges including indirect taxes 224 317
Group / associated companies
Arif Habib Limited

Brokerage expense * 698 475
Next Capital Limited

Brokerage expense * 99 355
MCB Bank Limited

Bank charges 15 9
Mughal Iron & Steel Limited

Purchase of Nil (2017: 1,055,500) shares - 69,738

Sales of Nil (2017: 788,000 shares) - 54,859

Dividend income - 462
Pakgen Power Limited

Dividend income - 2
Nishat Mills Limited

Purchase of 369,900 (2016: 773,200) shares 50,473 119,736

Sales of 1,443,800 (2017: Nil) shares 195,715 -

Dividend income 1,515 3,914
Synthetic Products Limited

Purchase of Nil (2017: 380,500) shares - 25,558

Dividend income 644 -
Fatima Fertilizer Limited

Purchase of 2,474,500 (2017: 1,500,500) shares 83,044 48,406

Sales of 750,000 (2017: 825,000) shares 24,750 24,528
D.G. Khan Cement Company Limited

Purchase of 850,000 (2017: 1,623,500) shares 78,037 215,091

Sales of 1,450,000 (2017: 1,366,000) shares 160,524 201,709

Dividend income - 10
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(Unaudited) (Audited)
December 31, June 30,
2018 2018

-------- (Rupees in '000) --------
11.3 Amount outstanding as at period end / year end

MCB Arif Habib Savings and Investments Limited - Management Company

Remuneration payable 4,155 5,781
Sales tax payable on Management remuneration 540 752
Expense allocated by the Management Company 208 289
Sales load payable 278 16
Sales tax payable on sales load 36 2
Shariah advisory fee payable 75 75
Selling and marketing expenses payable 3,191 3,620

Central Depository Company of Pakistan Limited - Trustee
Remuneration payable (including indirect taxes) 331 419
Security deposit 300 300

Arif Habib Limited
Brokerage payable * 218 -

Next Capital Limited
Brokerage payable * 52 13

MCB Bank Limited

Balances with bank 4,199 857

Sales load payable 1 18
MCB Islamic Bank Limited

Balances with bank** 662 616

Profit receivable - 45

D.G. Khan Cement Company Limited
Nil shares held (June 30, 2018: 600,000) - "held-for-trading’ - 68,694

Nishat Mills Limited
Nil shares held (June 30, 2018: 1,073,900 shares) - "held-for-trading' - 151,334

Synthetic Products Enterprises Limited
644,000 shares held (June 30, 2018: 644,000 shares) - "held-for-trading' 21,515 32,908

Fatima Fertilizer Limited
2,133,500 shares held (June 30, 2018: 409,000) - "held-for-trading’ 77,809 13,252

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

** This represents balance held in deposit accounts carrying profit at the rate of 5.75% (June 2018 : 5.75%) per
annum

12. EXPENSE RATIO

The Total Expense Ratio of the Fund is 1.79% as on December 31, 2018 (December 31, 2017: 1.89%) and this
includes 0.19% (December 31, 2017: 0.19%) representing Government Levy and SECP fee. This ratio is within the
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maximum limit of 4% prescribed under the NBFC Regulation 60 (5) for a collective investment scheme categorised
as an Shariah Compliant Equity Scheme.

13. FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.

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

The following table shows financial instruments recognised at fair value, analysed between those whose fair value

is based on:

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).

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:

------------------- December 31, 2018 (Un-Audited) -------====-=-=----
Level 1 Level 2 Level 3 Total
--------------------- (Rupees in '000) -------------=-=-=---

Investment classified as

- at fair value through profit or loss 2,132,913 - - 2,132,913

2,132,913 - - 2,132,913

---------------------- June 30, 2018 (Audited) -------------=-=-—-—--
Level 1 Level 2 Level 3 Total
--------------------- (Rupees in '000) -----------=---------

Investment classified as

- at fair value through profit or loss 2,901,124 - - 2,901,124
- at available to sale 243,214 - - 243,214
3,144,338 - - 3,144,338
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The following table shows the carrying amounts of financial assets and financial liabilities:

------------------ December 31, 2018 (Un-audited) ----==-=-======----
Carrying amount

. Fair value Other
Fair value . . .
through profit through oth.er At amortised financial Total
comprehensive cost assets /
or loss ., -
income liabilities
(Rupees in '000)
On-balance sheet financial
instruments
Financial assets measured at
fair value
Investments
- Listed equity securities 2,132,913 - - - 2,132,913
2,132,913 - - - 2,132,913
Financial assets not
measured at fair value
Balance with banks - - - 371,638 371,638
Receivable against sale of investments - - - 30,752 30,752
Profit receivable - - - 9,317 9,317
Advances, deposits and } i} ) 3,227 3,227
prepayments
- - - 414,934 414,934
Financial liabilities not
measured at fair value
Payable to the Management i} . i} 8,483 8,483
Company
Payable to the Trustee - - - 331 331
Payable to the Securities and
Exchange Commission of - - - 1,585 1,585
Pakistan
Unclaimed dividend 12,400 12,400
Pa_yable against purchase 77,515 77,515
of investments
Acc.r.u.ed expenses and other } ) ) 21,218 21,218
liabilities
- - - 121,532 121,532
June 30, 2018 (Audited)
Carrying amount
Loans and Other financial
Held for trading  Available for sale . assets / Total
receivables L
liabilities
(Rupees in '000)
On-balance sheet financial
instruments
Financial assets measured at
fair value
Investments
- Listed equity securities 2,901,124 243,214 - - 3,144,338
2,901,124 243,214 - - 3,144,338
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE HALF YEAR ENDED DECEMBER 31, 2018

14.

June 30, 2018 (Audited)
Carrying amount

Other financial
. . Loans and
Held for trading  Available for sale receivables gs§§t§ / Total
liabilities
(Rupees in '000)

Financial assets not
measured at fair value
Balance with banks - - - 515,013 515,013
Profit receivable - - - 4,123 4,123
Advances, deposits and ) ) ) 3,226 3,226
prepayments

- - - 522,362 522,362
Financial liabilities not
measured at fair value
Payable to the Management - - - 10,535 10,535
Company
Payable to the Trustee - - - 419 419
Payable to the Securities and
Exchange Commission of - - - 3,060 3,060
Pakistan
Unclaimed dividend 12,400 12,400
Payable against purchase
of investments 69,158 69,158
Acc.r.u.ed expenses and other ) ) ) 20,972 20,972
liabilities

- - - 116,544 116,544

DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial statements were authorised for issue on February 18, 2019 by the Board of Directors
of the Management Company.

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

bt &> =

Chief Executive Officer Chief Financial Officer Director
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