Gaining Strength

Half-yearly Report 2008

i

ASIAN

STOCKS FUND LIMITED

Managed by Asian Capital Management Limited



Contents

General INformation ..............oeeeiiiiiiiieeee e 02
DiIreCtors’ REPOIT ..cevviiiiiiiiiiieieee et 03
Fund Manager’s Report on Fund Performance ........................ 05
Auditors’ Review Report to the Members .......cccccceeeeeeeviveennne. 06
Statement of Assets and Liabilities ............cccccceeviiiiiiieiennnnins 07
INCOME STAEMENT ......iiieii e 08
Distribution Statement ..............oooooiiiiiiiiiiiiiii e 09
Cash Flow Statement ............ooooiiiiiiiiiiie e 10

Statement of Movement in Equity and Reserves -

BT G o P PR 11

Notes to and forming part of the Financial Statements .......... 12



ceneral INfOrmation

Name of Company
Asian Stocks Fund Limited

Legal Status

Public Limited Company incorporated in Pakistan on
June 13, 1994 under the Companies Ordinance, 1984.
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Corporate Business Management ( Pvt. ) Limited
Crescent Standard Tower, 10-B, Block E-2, Gulberg lIl, Lahore.

Bankers

Bank Alfalah Limited

Standard Chartered Bank (Pakistan) Limited
Soneri Bank Limited

Legal Advisors
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Credit Ranking
MFR 1-Star by JCR - VIS

Contact Us

Karachi Office

9th Floor, Lakson Square Building Number 1,
Maulana Deen Mohammad Wafai Road,
Karachi-74200, Pakistan.

Ph: 021-5620971-73

Fax: 021-5620978

Email: info@safewayfund.com
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|DIRECTORS’ REPORT

The Directors of Asian Stocks Fund Limited are pleased to present the half-yearly financial statements
of the Company for the six months ended December 31, 2007.

Market and Economic Review

The period under review was represented by instability on almost every front including the judicial,
political and economic arenas as well as a deteriorated law and order situation. The performance of the
exchanges is directly related to the above, and was therefore invariably affected. As such, the country’s
healthy economic momentum has unfortunately been interrupted during the period under review by
these pervasive and fresh threats.

Performance Review and EPS

Your fund reported an EPS of Rs. 0.59 for the quarter and Rs. 0.70 for the half-year period under review
and closed at an NAV of 10.61. The performance of your fund is shown below, and has been discussed
in detail in the Fund Manager’s Report. This report has been reviewed by the Board of Directors and
forms an integral part of this Directors’ Report.

October to December July to December
2007 2006 2007 2006
(Rupees in thousand) (Rupees in thousand)
Income 59,473 (11,251) 74,593 6,857
Operating expenses 6,019 14,373 11,392 17,865
53,454 (25,624) 63,201 (11,008)
Financial charges 5 4 8 5
Income/(loss) before tax 53,449 (25,628) 63,193 (11,013)
Taxation - (30) - 64
Income /(loss) after tax 53,449 (25,598) 63,193 (11,077)

Future Outlook

We remain upbeat despite the above qualifications and believe that the progress of the last couple of
years combined with improved political dialogue will facilitate a restoration of confidence, in the due
course of time. The Company will continue its efforts to pursue its long-term strategy of “Buy and Hold”
of liquid and fundamental stocks.

Change in Legal Framework

In November 2007, the SECP issued various amendments to the Non-Banking Finance Companies
(Establishment and Regulation) Rules, 2003 and issued the Non-Banking Finance Companies and Notified
Entities Regulations, 2007. The above has resulted in significant changes to the regulatory framework
for asset management companies and the impact of these are being discussed with the SECP at an
industry level through the Mutual Funds Association of Pakistan. The Company’s Board of Directors are
considering the impact of the new framework on the operations of the Fund however the required
strategies will only be finalized once the results of the above mentioned dialogue are completed.

Opening NCCPL Account

The new settlement system implemented by the SECP has shifted settlement risk from brokers by requiring
all market players to become clearing members of the Exchange or the NCCPL. Members will be required
to deposit margins and mark-to-market losses in the form of securities or any other prescribed collateral
for facilitation or guaranteeing settlement of its own trades and transactions in favour of the relevant
exchanges or guaranteeing settlement in compliance with the regulation of the Exchange and/or NCCPL.
In compliance with this requirement, the Company has completed the necessary formalities and has
submitted its application for membership of NCCPL.

Credit Ranking

The Company’s credit ranking from JCR-VIS will be re-evaluated on the basis of these results, and is
currently MFR 1-Star.

ASIAN STOCKS FUND LIMITED ==
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Termination of Lahore Operations

With the authorization of the Board of Directors, the Company has transferred all accounting and
operational data from Lahore to Karachi and terminated its Lahore operations. The Company’s registered
office however remains in Lahore.

Renewal of License
The Fund’s investment advisor has submitted its annual renewal of license.

Election of Directors on December 27, 2007

At an EOGM of the shareholders of the Company held on December 27, 2007, the shareholders elected
seven directors of the Company for a tenure of three years subject to the approval of the SECP. The
relevant forms have been submitted to the NBFC Department of the SECP and their response is awaited.

Placement of Quarterly Accounts on Website

The Securities & Exchange Commission of Pakistan (SECP) vide Circular No. 19 of 2004 has allowed listed
companies to place their quarterly accounts on their websites instead of sending the same to each
shareholder by post. This ensures prompt disclosure of information to the shareholders, besides saving
of costs associated with printing and dispatch of the accounts by post.

The shareholders of the Company at the EOGM held on December 27, 2007 also approved the placement
of accounts of the Company on the Company’s website - www.safewayfund.com. The approval of the
stock exchanges has been obtained, however the permission from SECP is awaited.

Change in the Company’s Legal Advisor
In view of the transfer of the Company’s operations to Karachi, the Company has changed its legal
advisor to Ahmed & Qazi Advocates.

Change in the Internal Auditors
In view of the transfer of the Company’s operations to Karachi, the Company has changed its internal
auditors to Anjum Asim Shahid Rahman Chartered Accountants.

Change in the Company’s Investment Advisor

The Fund’s Investment Advisor — Asian Capital Management Limited and Safeway Fund Limited (Investment
advisor — Safeway Mutual Fund Limited) have both lodged an application to the SECP for the change
in their shareholders. Thereafter these companies plan to lodge a petition for merger. In the meanwhile,
the same management team is managing the operations of both Investment Advisory Companies.

Acknowledgement

The Board thanks the Securities and Exchange Commission of Pakistan, the Mutual Funds Association
of Pakistan, the Investment Advisor, the Custodian and the Bankers of the Company for their continued
cooperation and guidance. The Board also extends its gratitude and appreciation to the employees,
shareholders and members of the stock exchanges for their trust reposed in us.

Lahore Asif Haider Mirza
February 1, 2008 Chief Executive Officer
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FUND MANAGER’S REPORT ON FUND PERFORMANCE

Investment Philosophy and Strategy
The investment objective of the Fund is to provide its shareholders a vehicle for long-term capital
appreciation. The investment philosophy and strategy, risk management policies and corporate governance
polices have been more fully described in the Investment Advisor’s Report on Fund Performance printed
in Safeway Mutual Fund Limited’s 2007 Annual Report.

Market Performance and Results of Operations

The period under review was represented by turbulence on the political and economic front resulting
in an unenthusiastic performance of the stock exchanges. The KSE-100 index increased by 2.5% or 348
points during the half-year ended December 31, 2007 to close at 14,076 points. In comparison, the Fund
achieved an NAV growth of 9.2% during the same period.

The Fund’s earnings for the half-year was Rs. 63 million, significantly higher than the loss in the prior
year period of Rs. 11 million. The return on investment component of income included an unrealized
loss of Rs. 13.8 million on Investments Held for Trading, arising as result of the 5% reduction in the index
during the last couple of days of the period under review. Expenditure also increased from the comparable
period of the prior year, but this was largely attributable to the remuneration to the investment advisor.

Portfolio Statistics
There has been no significant changes to the portfolio composition since the last reporting date.

Future Outlook

The performance of the market during the next quarter will remain erratic with thin volumes till the
smooth transition of power to the new elected force. During this period, we may witness small rallies
and buying spree in some of the fundamental liquid stocks, however market activity will only resume
towards the end of the quarter. Despite the limited activity, we expect a better performance of the
bourses in the next quarter subject to the prudent and problem solving approach of the new office
bearers towards the fundamental economical and law and order problems.

Acknowledgement

We would like to thank the Securities and Exchange Commission of Pakistan, the Mutual Funds Association
of Pakistan, the Custodian and the Bankers of the Company for their continued cooperation and guidance.
We also extend our gratitude and appreciation to our employees and the Fund under our management
for their trust reposed in us.

Asif Igbal Tehmeena Khan
Fund Manager Chief Executive Officer
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A. F. Ferguson & Co.

Chartered Accountants

505-509, 5th Floor, Alfalah Building
P.O. Box 39, Shahrah-e-Quaid-e-Azam
Lahore, Pakistan.

Telephone: (042) 6285078-85
Fax: (042) 6285088

E-mail: ferguson@brain.net.pk

REVIEW REPORT TO THE MEMBERS

We have reviewed the annexed statement of assets and liabilities of Asian Stocks Fund Limited as at
December 31, 2007 and the related income statement, distribution statement, cash flow statement and
statement of movement in equity and reserves - ‘per share’ 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 Company’s management. Our responsibility is to issue a report
on these financial statements based on our review. The figures of income statement, distribution
statement and statement of movement in equity and reserves - ‘per share’ for the quarter ended
December 31, 2006 and 2007 and the notes forming the part thereof have not been reviewed as we
are required to review only the cumulative figures for the half-year ended December 31, 2007.

We conducted our review in accordance with the International Standard on Review Engagements 2410.
This standard requires that we plan and perform the review to obtain moderate assurance as to whether
the statements are free of material misstatement. A Review is limited primarily to the inquiries of
Company personnel and analytical procedures applied to financial data and thus provide less assurance
than an audit. We have not performed an audit and, accordingly, we do not express an audit opinion.

Based on our review nothing has come to our attention that causes us to believe that the annexed
financial statements are not presented fairly, in all material respects, in accordance with approved
accounting standards as applicable in Pakistan.

A. F. Ferguson & Co.
Chartered Accountants
Lahore - February 01, 2008

Karachi Office: State Life Building No. 1-C, I.I. Chundrigar Road, P.O. Box 4716, Karachi 74000, Pakistan. Tel: (92-21) 2426682-6/ 2426711-5 Fasimile: (92-21) 2415007 / 2427938
Islamabad Office: PIA Building, 49 Blue Area, P.O. Box 3201, Islamabad, Pakistan. Tel: (92-51) 2273457-60 / 2870045-48 Fax: (92-51) 2277924
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STATEMENT OF ASSETS AND LIABILITIES

as at December 31, 2007 (Un-audited)

December 31, June 30,
2007 2007
a— Note (Rupees in thousand)
Current assets
Cash and bank balances 141,996 215,653
Short-term investments 5 784,138 740,876
Accounts receivable - 8,577
Dividends receivable 4,527 1,054
Income tax refundable 1,111 928
Advances, deposits and prepayments 26,063 1,406
TOTAL ASSETS 957,835 968,494
Current liabilities
Remuneration payable to Investment Advisor 1,496 14,436
Accrued expenses and other liabilities 1,464 34,564
Unclaimed dividend 326 171
3,286 49,171

NET ASSETS 954,549 919,323

SHAREHOLDERS' EQUITY

Authorized share capital
100,000,000 (June 30, 2007: 100,000,000) ordinary 1,000,000 1,000,000
shares of Rs. 10 each

Issued, subscribed and paid-up capital
90,000,000 (June 30, 2007: 90,000,000) ordinary
shares of Rs. 10 each 900,000 900,000

Capital reserves
Unrealized appreciation in fair value of investments classified
as 'available for sale' 5.3 122,935 105,902

Revenue reserve
Unappropriated income (68,386) (86,579)
954,549 919,323

Contingencies and commitments - -

The annexed notes 1 to 11 form an integral part of these financial statements.

Chief Executive Officer Director

ASIAN STOCKS FUND LIMITED ==
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INCOME STATEMENT

for the quarter and half-year ended December 31, 2007 (Un-audited)

October to December July to December
2007 2006 2007 2006
(Rupees in thousand) (Rupees in thousand)
Income
Return on investments 6 56,210 (15,753) 68,738 1,947
Other income 3,263 4,502 5,855 4,910
59,473 (11,251) 74,593 6,857
Operating expenses
Administrative and general expenses 7 1,597 974 2,649 1,222
Remuneration of investment advisor 4,422 3,253 8,743 6,497
Impairment charge on investments - 10,146 - 10,146
6,019 14,373 11,392 17,865
53,454 (25,624) 63,201 (11,008)
Finance cost 5] 4 8 5
Income/(loss) before tax 53,449 (25,628) 63,193 (11,013)
Taxation 8 - (30) - 64
Income/(loss) after tax 53,449 (25,598) 63,193 (11,077)
Earnings per share (Rupees) 0.59 (0.28) 0.70 (0.12)

The annexed notes 1 to 11 form an integral part of these financial statements.

Chief Executive Officer Director

= ASIAN STOCKS FUND LIMITED
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DISTRIBUTION STATEMENT

for the quarter and half-year ended December 31, 2007 (Un-audited)

October to December July to December
2007 2006 2007 200
(Rupees in thousand) (Rupees in thousand)
Unappropriated loss brought forward (121,835) (145,497) (86,579) (160,018)
Final dividend for the year ended June 30, 2007
Rs. 0.50 per share - - (45,000) -
Net income/(loss) for the period 53,449 (25,598) 63,193 (11,077)
Unappropriated loss carried forward (68,386) (171,095) (68,386) (171,095)

The annexed notes 1 to 11 form an integral part of these financial statements.

Chief Executive Officer Director

ASIAN STOCKS FUND LIMITED ==
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CASH FLOW STATEMENT

for the half-year ended December 31, 2007 (Un-audited)

July to December

2007 2006
Note (Rupees in thousand)
Cash flows from operating activities
Income/(loss) before tax 63,193 (11,013)
Adjustment for non-cash items:
- Unrealized diminution in fair value of investments
classified as 'held for trading' 6 13,783 21,732
- Capital gain on sale of investments classified
as 'available for sale' (22,201) -
- Dividend income (13,360) (4,645)
- Mark-up Income (5,855) (4,910)
- Remuneration of investment advisor 8,743 6,497
Profit before working capital changes 44,303 7,661
Effect on cash flow due to working capital changes:
(Increase)/decrease in assets
- Short-term investments (17,811) (146,884)
- Accounts receivable 8,577 70
- Advances, deposits and prepayments (24,999) (10,767)
(Decrease)/increase in accrued expenses and other liabilities (33,100) 26,139
(67,333) (131,442)
Cash used in operations (23,030) (123,781)
Remuneration of investment advisor (21,683) -
Taxes paid (183) (502)
Mark-up received 6,197 4,088
Dividend received 9,887 5,081
Net cash outflow from operations (28,812) (115,114)
Cash flows from investing activities
Sale proceeds of long-term investments o 278,294
Dividend paid (44,845) -
Net cash (outflow)/inflow from financing activities (44,845) 278,294
Net (decrease)/increase in cash and cash equivalents (73,657) 163,180
Cash and cash equivalents at the beginning of the period 215,653 10,278
Cash and cash equivalents at the end of the period 141,996 173,458

The annexed notes 1 to 11 form an integral part of these financial statements.

Chief Executive Officer Director

= ASIAN STOCKS FUND LIMITED
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STATEMENT OF MOVEMENT IN EQUITY AND
RESERVES - ‘PER SHARFE’

for the quarter and half-year ended December 31, 2007 (Un-audited)

October to December July to December
2007 2006 2007 2006
(Rupees) (Rupees)
Net assets per share as at the beginning of the period 9.69 6.93 10.22 6.04
Dilution due to final dividend for the year
ended June 30, 2007 - Rs. 0.50 per share - - (0.50) -
Capital gain/(loss) on sale of marketable securities 0.58 (0.06) 0.75 0.21
Unrealized diminution in value of securities
classified as 'held for trading' (0.08) (0.15) (0.15) (0.24)
Other net operation income/(costs) for the period 0.09 (0.07) 0.11 (0.09)
Net income/(loss) for the period 0.59 (0.28) 0.71 (0.12)
Unrealized appreciation in the value of
investments classified as ‘available for sale’ 0.33 1.00 0.18 1.73
Net assets per share as at the end of the period 10.61 7.65 10.61 7.65

The annexed notes 1 to 11 form an integral part of these financial statements.

Chief Executive Officer Director

ASIAN STOCKS FUND LIMITED ==
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

for the quarter and half-year ended December 31, 2007 (Un-audited)

1. Legal status and nature of business

Asian Stocks Fund Limited (The Company’) is a public limited company incorporated in June 1994
under the Companies Ordinance, 1984 and has been registered with the Securities and Exchange
Commission of Pakistan (SECP) as an Investment Company under the Investment Companies and
Investment Advisors Rules, 1971 to carry on the business of a closed end investment Company.
The Company is also registered under Rule 38 of the Non-Banking Finance Companies (Establishment
and Regulation) Rules, 2003 (NBFC Rules). The Company commenced its business in July 1994 and

is listed on Karachi, Lahore and Islamabad Stock Exchanges.
The Company primarily invests in shares of listed companies.

2. Statement of compliance

These financial statements have been prepared in accordance with the requirements of the NBFC
Rules and the approved accounting standards as applicable in Pakistan. Approved accounting
standards comprise of such International Financial Reporting Standards (IFRS) issued by the
International Accounting Standards Board as are notified under the Companies Ordinance, 1984,
provisions of and directives issued under the Companies Ordinance, 1984. In case requirements
differ, the provisions or directives of the Companies Ordinance, 1984 and the requirements of the
NBFC Rules shall prevail.

The disclosures made in these financial statements have, however, been limited based on the
requirements of the International Accounting Standard 34, Interim Financial Reporting. These
financial statements are un-audited but have been reviewed by the external auditors in accordance
with the requirements of the Code of Corporate Governance promulgated by SECP.

& Significant accounting policies

The accounting policies adopted for the preparation of these half-yearly financial statements are
the same as those applied in the preparation of preceding annual published financial statements
of the Company for the year ended June 30, 2007.

4. Investment advisory contract

The Company has an agreement with Asian Capital Management Limited (an associated company)
to act as its Investment Advisor. Being an NBFC, the Investment Advisor is required to seek a
renewal of its license on an annual basis. On July 5, 2005, the SECP advised the Investment Advisor
that:

"the Commission in its recent meeting has decided that one license will be issued in a Group to
undertake any of the activities given in the NBFC Rules and Investment Advisory and Asset
Management Services are categorized as one activity, therefore the plan to undertake the said
activities by two separate entities namely Safeway Fund Limited and Asian Capital Management
Limited is not in line with the policy of the Commission. It is therefore advised to consider merger
of these companies into one Investment Advisory/Asset Management Company".

The Company in its extraordinary general meeting held on June 13, 2005 resolved:

- "that the Investment Advisory Contract with Asian Capital Management Limited dated August
17, 2004 entered for the period of ten years commencing from August 17, 2004 be and is hereby
terminated with effect July 1, 2005 with the mutual consent of both parties and subject to the
approval of the SECP".

- "that the Investment Advisory Contract with Safeway Fund Limited for a period of ten years
commencing from July 1, 2005 be and is hereby approved subject to the approval of the SECP".

The approval for the above is pending subject to the completion of certain regulatory formalities.

5. Short-term investments

December 31, June 30,
2007 2007
(Rupees in thousand)
- Held for trading - note 5.1 452,216 403,613
- Available for sale - note 5.2 331,922 337,263
784,138 740,876

= ASIAN STOCKS FUND LIMITED
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gaining Strength

53

531

Net unrealized appreciation in the value of investments

classified as 'available for sale'

Market value
Less: Cost

- note 5.2
- note 5.2

Add: Impairment charge recognized in income statement - note 5.3.1

Impairment charge

Opening balance

Add: Impairment charge recognized during the period

Less: Sales of investments
Closing balance

Return on investments

Gain/(loss) on sale of shares
Loss on remeasurement

of investments classified as 'held for trading'

Return on TFCs
Dividend income

Administrative and general expenses

Annual fee - Securities and
Exchange Commission of Pakistan

Settlement and custody charges

Professional fee and subscription

Auditor's remuneration

Others

Provision for taxation

December 31, June 30,
2007 2007
(Rupees in thousand)

331,922 337,263

(214,530) (236,904)

5,543 5,543

122,935 105,902
5,543 -

- 10,531

- (4,988)

5,543 5,543

October to December

July to December

2007

2006

(Rupees in thousand)

2007

2006

(Rupees in thousand)

52,097 (5,020) 67,281 19,034
(6,801)  (13,502) = (13,783)  (21,732)
1,880 - 1,880 -
9,034 2,769 13,360 4,645
56,210 _ (15,753) 68,738 1,947
362 175 578 325
407 299 891 385
= 159 253 160
165 182 165 193
663 159 762 159
1,597 974 2,649 1,222

The management of the Company intends to avail the tax exemption under clause 99 of the
Second Schedule to the Income Tax Ordinance, 2001 by distributing at least ninety percent of its
accounting income for the period as reduced by capital gains, whether realized or unrealized, to
its shareholders. Accordingly, no current tax liability for the period has been recognized in these

financial statements.
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10.

11.

11.1

11.2

Transactions with Connected Persons

Remuneration to Investment Advisor
Asian Capital Management Limited
- Investment Advisor

Dividend paid

Shakarganj Mills Limited

Crescent Steel & Allied Products Limited
Crescent Commercial Bank Limited
Safeway Fund Limited

Asian Capital Management Limited
Crescent Leasing Corporation Limited

Dividend income
Crescent Steel & Allied Products Limited
Shakarganj Mills Limited

Payment for services

Date of authorization for issue

October to December

July to December

2007

2006

(Rupees in thousand)

4,422

965
1,765

15

3,253

2007

2006

(Rupees in thousand)

8,743

18,764
4,530
13,404
90
4,500
293

2,060
1,765

15

6,497

These financial statements have been authorized for issue on February 1, 2008 by the Board of

Directors of the Company.

General

Figures have been rounded off to the nearest thousand rupees.

Corresponding figures have been re-arranged wherever necessary, for the purpose of comparison.

However, no significant re-arrangements have been made.

Chief Executive Officer

= ASIAN STOCKS FUND LIMITED

Director
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