


(Surah: 02 / Ayat: 255)

‘‘ALLAH there is no deity except Him, the
Ever-Living, the Sustainer of existence’’
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Al-Hikmah Shariah Advisory Services Pvt. Ltd.



Directors’ Review

The Board of Directors of Sindh Modaraba Management Limited, a Management Company of Sindh Modaraba,
is pleased to present the un-audited Financial Statements of Sindh Modaraba for the nine months period ended
on March 31, 2022.

Operating Results

During the 9MTHFY22 period under review, the Modaraba earned a profit before tax of Rs. 75.17 million
compared to just Rs. 59.70 million during same period last year, which is an improvement of 26%. Though the
profit before tax increased, the profit after tax of the Modaraba decreased by Rs. 6.33 million to Rs. 53.37
million due to change of tax ordinance on profit earned by Modaraba, which has become effective from 1st
July 2021.

Weighted average financing portfolio of the Modaraba has decreased by Rs. 35 million to Rs. 708 million.
However, the revenue has increased from Rs. 105.41 million to Rs. 115.68 million due to increase in weighted
average rate from 11.61% to 12.25%, decrease in income suspended and few other favorable factors. The
operating expenses of Modaraba decreased to Rs. 30.18 million as compared to Rs. 36.15 million in same
period last year due to strict control over expenses of the Modaraba.

Future Prospects

SBP sharply increased policy rate by 250bps to 12.25% to arrest the dwindling macro-economic situation on
the back of (1) inflationary pressure, (2) external risk, (3) widened secondary market yields spread and (4)
political uncertainty. Cumulatively, SBP has hiked the policy rate by 525bps in the last seven months to arrest
deterioration of the economy. The latest increase of 250 bps has turned the forward-looking real interest rates
into a mildly positive territory.

SBP has also increased its export refinancing rate from 3.0% to 5.5%, in line with the hike of policy rate. SBP
has changed its inflationary outlook and now expects the CPI for FY22 to settle around 11.0% against previous
expectations of 9-11% range. On the international front, commodity prices are expected to remain elevated
for a longer period that entails inflationary risk domestically.

Further, the management is reviewing the current economic situation very cautiously and sights current rising
interest rate as positive for the profitability of the Modaraba. However, the rising interest rates may increase
non-performing loan and can also lead to decline of economic activity within the country. Management of the
Modaraba continues to make cautious efforts for deployment of available funds in the financing business
without compromising on the quality of the portfolio.
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AS AT MARCH 31, 2022
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