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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, 2023.

Operating Results

During the nine months’ period under review, the Modaraba earned a profit before tax of Rs. 134.89 million
compared to merely Rs. 75.17 million during the same period last year. The profit before tax increased by Rs.
59.72 million due to an increase in the financing portfolio, monetary policy rate and weighted average rate of
return. The Weighted average financing portfolio of the Modaraba has increased by Rs. 90 million to Rs. 799
million. However, the total revenue has increased from Rs. 115.68 million to Rs.199.91 million due to increase
in weighted average rate of return from 12.25% to 13.91%. The operating expenses increased to Rs. 50.44
million as compared to Rs. 30.18 million in same period of last year mainly due to donations of about Rs. 10
million to flood victims as Corporate Social Responsibility and inflationary effect in a recessional economic
condition.

Future Prospects

It is believed that the latest round of monetary tightening has fulfilled the IMF’s prior condition from SBP. In
contrast, only monetary tightening measures will not be sufficient to control the inflationary pressure which has
been rising despite rate hikes. The second round impact from currency devaluation and supply-side risks will
be challenging to contain inflation sequentially. We believe external financing commitments from key countries
remain a major focused area that will pave the way for IMF program resumption and stability in the currency
market. However, a 21% policy rate will worsen economic activities along with further swelling of government
debt servicing expense (over PKR 7.0 TRN in next 12 months at current rates).

The government is nearing the IMF program SLA agreement but SBP cannot give a timeline for that as there
is one pending issue of external financing arrangement. Upon resumption of the program, SBP’s FX reserves
will reach USD 10 BN by Jun-23. The governor mentioned that SBP had taken all prior measures that were
needed to complete the 9th review of the IMF.

The management is trying to focus on the steady growth in the financing portfolio through increasing exposure
in the sectors, which are least exposed to volatile economic conditions of the Country. Meanwhile, the timely
recovery from the customers against the existing facilities remains the key area of focus. The management
is making efforts to keep the infected portfolio at a minimum through cautious financing efforts and keeping
the operating costs at low.
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On behalf of the Board of Directors, I would like to thank the Sponsors, the Regulators and our Shariah Advisor
for their guidance and support. We would also like to acknowledge the continued patronage of our clients and
put on record the dedication and hard work of employees of the Modaraba in turning in better results.

Karachi:
April 28, 2023

5

On Behalf of the Board
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