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DIRECTORS’ REVIEW

On behalf of the Board of Directors of Habib Metropolitan Bank Ltd., I am pleased to present Bank’s un-
audited accounts for the nine months ended September 30, 2007.

By the grace of Allah, HMB is making steady progress. As at September 30, 2007, the total assets of
the Bank stood at Rs. 173 billion compared to Rs 149 billion at December 31, 2006. Deposits increased
to Rs 132 billion and investments to Rs 62 billion compared to Rs 102 billion and Rs 40 billion as of
December 31, 2006 respectively. The Bank earned a profit after tax of Rs. 1,903 million for the nine
months ended September 30, 2007 compared to Rs. 1,339 million earned for the corresponding period
of previous year. Earnings per share for the nine months ended works out to Rs 3.79 per share.

For the seventh consecutive year, by Allah’s grace, the Pakistan Credit Rating Agency Limited (PACRA)
has assigned AA+ (Double A plus) for long term and A1+ (A one plus) for short term to your Bank. These
ratings denote a very high credit quality, a very low expectation of credit risk and a very strong capacity
for timely payment of financial commitments.

During the period under review, the State Bank of Pakistan has announced some significant policy
changes in three areas which will affect the Banking industry in general in coming years.

Firstly, SBP has modified procedure for export finance scheme in order to enhance its effetiveness and
with a view to correct the monetary (policy) implications in the existing mechanism. Under the revised
scheme, SBP will provide only 70% refinance and remaining 30% shall be met by the Bank’s own
resources. However, this will be achieved in phased manner up to June 2008. These changes will have
a liquidity and income implications for the banking sector.

Secondly, SBP has revised the Branch Licencing Policy and Banks are now required to open 20% of
their branches in rural/underserved areas to enhance outreach of banking services. SBP has now allowed
Banks to open sub-branches; sales & service centers and mobile banking units. This will influence the
expansion of the banking industry in metropolitan areas.

Lastly, SBP has amended the Prudential Regulations – Provisioning for loans and advances and
withdrawn the benefit of Forced Sale Value (FSV) of collateral from December 31, 2007. This will have
a considerable impact on the provisioning requirements for non-performing loans of the banking industry.

The Bank provides a full range of banking services including on-line instant fund transfer facilities, SWIFT,
tele-info and web-info services to our customers through a branch network of 84 branches including 4
full service Islamic Banking branches. The Bank continues to follow its program of upgrading the existing
branches and of opening new branches to provide better service to the customers.

The Bank call centre “0800-HABIB (42242)” provides informative services to customers on 24/7 basis
while the web-banking facility is delivered on a secure, readily available platform.

We wish to place on record our sincere thanks to Ministry of Finance, State Bank of Pakistan and
Securities & Exchange Commission of Pakistan for extending their support and continued guidance. We
take this opportunity to also thank our valued customers for their trust and support and also to all our
staff members for their sincere efforts.

Karachi: October 24, 2007
KASSIM PAREKH

President & Chief Executive

On behalf of the Board



INTERIM CONDENSED BALANCE SHEET
AS AT SEPTEMBER 30, 2007

Note
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ASSETS

Cash and balances with treasury banks  11,921,961 11,348,162
Balances with other banks  3,651,311 6,296,564
Lendings to financial institutions 4  9,323,770 5,447,110
Investments 5  62,010,592  39,555,569
Advances 6  83,043,714  83,324,059
Operating fixed assets  766,851  649,122
Deferred tax assets – –
Other assets 2,334,811 2,047,809

173,053,010  148,668,395
LIABILITIES

Bills payable 2,959,129 1,619,796
Borrowings from financial institutions 20,030,246  29,518,458
Deposits and other accounts 7  132,029,909  102,492,712
Sub-ordinated loans  – –
Liabilities against assets subject to finance lease – –
Deferred tax liabilities  217,015  176,803
Other liabilities  5,037,022  3,992,514

 160,273,321  137,800,283

NET ASSETS  12,779,689  10,868,112

REPRESENTED BY

Share capital  5,018,350  3,005,000
Reserves  6,205,541  5,824,936
Unappropriated profit  1,344,371  1,835,302

12,568,262  10,665,238
Surplus on revaluation of assets - net of tax  211,427  202,874

12,779,689  10,868,112

CONTINGENCIES AND COMMITMENTS  8

The annexed notes 1 to 13 form an integral part of these interim condensed financial statements.

KASSIM PAREKH
President & Chief Executive

ANWAR H. JAPANWALA
Director
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