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DIRECTORS' REPOR

On behalf of the Board of Directors, it is my pleasure to present the unaudited
accounts of the Bank for the half year ended June 30, 2003.

Al-Hamdolillah, Deposits as on June 30, 2003 increased to Rs. 42.1 Billion as
compared to Rs. 34.2 Billion on December 31, 2002, whereas advances in the
same period increased from Rs. 23.8 Billion to Rs. 29.7 Billion. Foreign Trade
Business also improved during the half year in comparison with the same period
of last year. Profitability of the Bank also substantially improved during the half
year primarily due to growth in deposits, advances, fee based income and profit
realized on sale of Government Securities.

Falling lending rates, excess liquidity and repricing of Government Securities at

lower rates gives a very challenging outlook for the remaining half of the year.
To offset these pressures, the Bank shall continue to focus on increasing

volumes, non-markupincome and develop new avenues for deploymentof funds.

Pakistan Credit Rating Agency (Pvt.) Limited (PACRA) has maintained the
ratings which is AA for long term and Al+ for short term, denoting a very high
credit quality, low expectation of credit risk and obligations supported by the
highest capacity for timely repayments.

On more branchwas openedin the secondquarter of the current yearincreasing

the number of branches to 58. Further expansion in the branch network will
Inshallah continue in the second half of the current year.

In compliance with listing regulations in respect of transactions with related
parties, the Board of Directors are pleased to state that:

0] thetransactions undertaken with related parties during the period endedon
June 30, 2003 have beenratified by the Audit Committee and approved by
the Board of Directors;

(i)  the transactions during the period and the amounts stated in respect of
related parties as on June 30, 2003 have been shown in Note No. 8 of the

Notes to the Accounts; and



(i) certificateinrespectoftransfer pricing as prescribed by the Stock Exchange
under the listing rules is enclosed.

We are grateful to our customers for their support, tothe State Bank of Pakistan
for their continued guidance and to our foreign and local correspondent banks for

their valuable services. We also thankall our staff members for their sincere and
dedicated services.

On Behalf of the Board of Directors

ALI RAZA D. HABIB
Karachi: August 28, 2003. Chairman

Certificate to the Members in respect of Transfer Pricing

It is hereby certified that the Bank has:

() recorded all transactions with related parties during the period ended on

June 30, 2003 at arm's length price using Comparable Uncontrolled Price
method, in the books of accounts of the Bank;

(i)  duly filed with the Commission the periodic return in respect of related
parties, which completely and fully disclosed all related parties for the
guarter ended on June 30, 2003; and

(i)  provided allthe aforesaidinformation, together with the minutes of the Board
of Directors meeting(s) wherein the valuation policy and the related party
transactions were approved and the decisions of the Audit Committee
ratifying the related party transactions to the statutory auditors; and

(iv) that the statutory auditors of the Bank have made no adverse remarks with
regard to the above and the transfer pricing policy of the Bankin their review
reporttothe members on the financial statements for the period under review
as the same is applicable for audit carried out annually.

On Behalf of the Board of Directors

ALI RAZA D. HABIB
Karachi: August 28, 2003. Chairman



REVIEW REPORT TO THE MEMBERS

We have reviewed the annexed balance sheet of Bank AL Habib Limited as at
June 30, 2003 and the related profit and loss account, cash flow statement and
statement of changes in equity together with the notes forming part thereof (here-in-
after referred to as the "financial statements"), for the half-year then ended. These
financial statements are the responsibility of the Bank's management. Our respon-
sibility is to issue a report on these financial statements based on our review. The
figuresof the profit and loss accountfor the quarters ended June 30, 2002 and June
30, 2003 have not been reviewed as we are required to review only the cumulative
figures for the half year ended June 30, 2003.

We conducted our review in accordance with the International Standard on Auditing
applicable to review engagements. This Standard requires that we plan and perform
the review to obtain moderate assurance as to whether the financial statements are
free of material misstatement. A review is limited primarily to inquiries of Bank
personnel and analytical procedures appliedto financial data and thus provides less
assurance than an audit. We have not performed an auditand, accordingly, we do
not express an audit opinion.

Based onour review, nothing has come to our attention that causes us to believe that

the annexed financial statements are not presented fairly, in all material respect, in
accordance with approved accounting standards as applicable in Pakistan.

HYDER BHIMJI & CO.
Chartered Accountants

Karachi: August 28, 2003.



BALANCE SHEET
AS AT JUNE 30, 2003

30-June 31-December

2003 2002
(Rupees in '000)
ASSETS
Cash and Balances with Treasury Banks 5,522,072 3,915,988
Balances with Other Banks 533,293 409,970
Lending to Financial Institutions 1,460,948 847,948
Investments 20,137,591 18,831,336
Advances-(net of provision) 29,769,819 23,775,283
Other Assets 1,101,652 1,014,538
Operating Fixed Assets 709,760 642,066
59,235,135 49,437,129
LIABILITIES
Bills Payable 1,023,124 979,776
Borrowings from Financial Institutions 11,899,345 10,410,362
Deposits and Other Accounts 42,146,544 34,240,158
Other Liabilities 415,774 557,939
Deferred Tax Liability 651,139 657,207
56,135,926 46,845,442
Net Assets 3,099,209 2,591,687
REPRESENTED BY :
Share Capital 1,082,031 865,625
Reserve for issue of Bonus Shares b 216,406
Reserve Fund and Other Reserves 723,500 723,500
Unappropriated Profit 380,435 16,330
Shareholders' Equity 2,185,966 1,821,861
Surplus on Revaluation of Securities 913,243 769,826
3,099,209 2,591,687

CONTINGENCIES AND COMMITMENTSDNote 7

The annexed notes form an integral part of these accounts.

ALI RAZA D. HABIB ABBAS D. HABIB

Chairman Chief Executive and
Managing Director



PROFIT AND LOSS ACCOUNT
FOR THE HALF YEAR ENDED JUNE 30, 2003

For the quarter ended For the half year ended
Note June 30, June 30, June 30,  June 30,
2003 2002 2003 2002
(Rupees in '000)

Mark-up / Return / Interest Earned 4 831,275 695,288 1,568,701 1,356,329
Mark-up / Return / Interest Expensed (317,838)  (533,262) (738,672) (1,003503)
Net Mark-up / Interest Income 513,437 162,026 830,029 352,826
Provision against non-performing loans and advances (33,005) (2,715)  (51,488) (2,715)
Net Mark-up / Interest Income after provisions 480,432 159,311 778,541 350,111

NON-MARK-UP / INTEREST INCOME

Fees, Commission and Brokerage Income 91,350 52,744 | | 151,923 89,371
Dividend Income 7,021 b 9,861 4,905
Income from dealing in foreign currencies 84,834 71,537 | | 114,659 130,636
Other Income 64,992 14,481 73,626 25,380

Total Non-mark-up / Interest Income 248,197 138,762 350,069 250,292

728,629 298,073 1,128,610 600,403

NON-MARK-UP / INTEREST EXPENSES

Administrative Expenses 256,200 171,741 | | 474,050 333,564
Other Assets written off 5 B b 5455 B
(256,200)  (171,741) (479,505)  (333,564)
PROFIT BEFORE TAXATION 472,429 126,332 649,105 266,839
Taxation (202,400) (56,000)  (285,000)  (133,500)
PROFIT AFTER TAXATION 270,029 70,332 364,105 133,339
Unappropriated Profit brought forward 16,330 1,010 16,330 1,010
Unappropriated Profit carried forward 286,359 71,342 380,435 134,349
Net Earnings per share-Basic and Diluted Rs. 2.50 Re. 065 Rs. 337  Rs. 123

The annexed notes form an integral part of these accounts.

ALI RAZA D. HABIB ABBAS D. HABIB
Chairman Chief Executive and
Managing Director



STATEMENT OF CHANGES IN EQUITY

FOR THE HALF YEAR ENDED JUNE 30, 2003

Total
Paid-up  Reserve  Statutory  Special General Unapp-
Capital  forissue  Reserve  Reseve  Reserve  ropriated  June June
of Bonus Profit 2003 2002
Shares bif
(Rupees in'000)
Balance as on
December 31 865625 216406 457,000 126500 140,000 16330 1821861 1532135
Profit for the Half year
ended June 30 E P P B B 364105 364105 133339
Bonus shares issued 216406  (216,406) B B B B B B
Balance asonJune 30 1,082,031 P 457,000 126500 140000 380435 2185966 1,665474

The annexed notes form an integral part of these accounts.

ALI RAZA D. HABIB
Chairman

ABBAS D. HABIB
Chief Executive and
Managing Director



CASH FLOW STATEMENT FOR THE

Cash Flow From Operating Activities
Profit before Taxation

Less : Dividend Income

Add : Adjustment for Non-Cash Items:
Depreciation
Amortization
Provision Against Advances
(Gain) on Disposal of Fixed Assets
Other Assets Written off

(Increase) / Decrease in Operating Assets:
Lendings to financial institutions
Advances
Other Assets (Excluding Advance Tax)

Increase / (Decrease) in Operating Liabilities:
Bills Payable
Borrowings from financial institutions
Deposits and Other Accounts
Other Liabilities (excluding provision
for taxation)

Cash Inflow Before Tax

Income Tax paid

Net Cash Inflow from Operating Activities
(balance carried forward)

ALI RAZA D. HABIB
Chairman

30-June
2003

30-June
2002

(Rupees in '000)

649,105 266,839
(9,861) (4,905)
639,244 261,934
30,879 22,084
3,089 1,719
51,488 2,715
(2,050) (972)
5,455 B

88,861 25,546
728,105 287,480
(613,000) 55,311
(6,046,025) | | (3,384,921)
(110,787) 56,422
(6,769,812)  (3,273,188)
43,348 100,323
1,488,983 | | 4,597,359
7,906,386 | | 3,730,122
(140,942) (3,426)
0,297,775 8,424,378
3,256,068 5,438,670
(275,468)  (232,391)
2,980,600 5,206,279




HALF YEAR ENDED JUNE 30, 2003

Net Cash Inflow from Operating Activities
(balance brought forward)

Cash Flow From Investing Activities

Net Investment in available-for-sale Securities
Dividend Income

Investments in operating fixed assets

Sale Proceeds of vehicle and equipment disposed-off

Net Cash (Outflow) from investing activities

Cash Flow From Financing Activities
Dividend paid

Net Cash (Outflow) from financing activities

Increase / (Decrease) in Cash and Cash Equivalents
for the Half Year

Cash and Cash Equivalents at the Beginning
of the Year

Cash and Cash Equivalents atthe end of the Half Year

Cash and Cash Equivalents

Cashand Balances with Treasury Banks
Balances with Other Banks

The annexed notes form an integral part of these accounts.

ABBAS D. HABIB
Chief Executive and
Managing Director

30-June
2003

30-June
2002

(Rupees in '000)

2,980,600 5,206,279
(1,168,905)| [(5,204,878)
18,497 8,505
(101,749)| | (104,847)
2,189 1,075
(1,249,968)  (5,300,145)
(1,225) (33,515)
(1,225) (33,515)
1,729,407 (127,381)
4,325,958 4,778,380
6,055,365 4,650,999
5,522,072 3,465,688
533,203 1,185,311
6,055,365 4,650,999
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