




Our Vision

Based on a foundation of trust,
to be the most respected financial institution,

delighting customers with excellence,
enjoying the loyalty of a dedicated team,

meeting the expectations of regulators and
participating in social causes while

providing superior returns to shareholders
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DIRECTORSÕ REVIEW

On behalf of the Board of Directors of Habib Metropolitan Bank, I am pleased to present
our unaudited accounts for the half year ended June 30, 2010.

During the period under review, supported by a  recovery in exports, robust growth in
workers' remittances and realization of coalition support fund, external current account
continued to show improvement and net foreign exchange reserves also improved to US$
13 billion. The foreign exchange market has also remained stable. Modest recovery in
the Large Scale Manufacturing, a reasonable harvest of a few major crops and growth
in the service sector helped the real GDP grow by 4.1 percent against the target of 3.3
percent.  However, inflation is still at considerably high levels and economies, particularly
in eurpoe remain rather fragile. These will continue to present challenges for Pakistan's
exporters.

Furthermore, the recent flood will adversely impact  the economy of Pakistan as donors
and investors' concerns are growing over the disaster's impact on an already fragile
economy. The country's economic growth target of 4.5 percent for the fiscal year 2010-
2011 would have to be revised downwards once the extent of the damage caused by
floods is known.

Despite present conditions, by Allah's grace your Bank continues to make steady progress
as reflected in the attached financial statements. At the period end, the total assets of the
Bank stood at Rs. 236 billion. The Bank's deposits stand at Rs. 151 billion as against Rs.
142 billion at the preceding year end while advances closed at Rs.102 billion. The Bank's
pre-tax profit for the period end amounted to Rs. 2,087 million reflecting an EPS of Rs.
1.69 per share. The Bank enjoys healthy fee based income and has managed to keep
administration expenses under control despite network expansion.

Due to prevailing market conditions especially with regard export markets, the Bank
recognized an additional Rs. 2.6 billion of non-performing loans and made additional
provisions of Rs.1,359 million there against during the period under review. Additionally,
the bank continues to maintain general provision over and above the required levels.

At quarter end, HMB's net equity stands at Rs. 19.6 billion with a comfortable 12.22%
capital adequacy level (Basel II) against the required 10%.

During the period, Board co-opted Mr Wazir Ali Khoja - nominee of NIT in place of Mr.
Firasat Ali - NIT nominee who resigned. The Board wishes to place on record their
profound appreciation for the valuable contribution made by Mr Firasat Ali during his
association as Director.

HMB continues to enjoy AA+ (Double A plus) ratings for long term and A1+ (A one plus)
ratings for short term by the Pakistan Credit Rating Agency Limited (PACRA). These
ratings denote a very high credit quality, a very low expectation of credit risk and a very
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Karachi: August 25, 2010
Anjum Iqbal

Chief Executive

On behalf of the Board

strong capacity for timely payment of financial commitments.

With a branch network of 124 branches including 2 sub branches, HMB is providing a
full range of banking services including on-line utility bills payment solutions on its ATMs
and through our 24-hour call centre, on-line instant fund transfer facilities, SWIFT, tele-
info, web-info and mobile banking alerts (GSM) to our customers. The Bank plans to open
more branches during the year and continue with its program for upgrading existing
branches to provide better services. Further, our call centre ÒHMB ConnectÓ, with a toll
free contact number 0800 HABIB (42242), is the Bank's centre point of contact and
provides services round the clock. HMB Connect plans to add further innovative services
on this platform for the ease and accessibility of customers.

One of our Key initiatives has been to participate in the steady growth of the Islamic
Banking Sector. HMB Islamic Banking division is fully capable of catering to the customers
seeking Sha'ria compliant products. The Bank has expanded its reach to 48 locations in
6 cities to cater to the Islamic banking needs of its customers in a more effective manner.

In the end, I would like to take this opportunity to place on record our sincere gratitude
to Ministry of Finance, State Bank of Pakistan and Securities and Exchange Commission
of Pakistan for their support and continued guidance and to our valued customers for
their trust and support. I thank the staff members for their devotion & sincere efforts.
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UNCONSOLIDATED  CONDENSED INTERIM
PROFIT AND LOSS ACCOUNT (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED 30 JUNE 2010

Mark-up / return / interest earned   5,760,599  11,566,769 5,067,175 10,132,764
Mark-up / return / interest expensed  (3,994,685)  (8,131,023) (3,533,229) (6,750,078)

Net mark-up / interest income  1,765,914  3,435,746 1,533,946 3,382,686

Provision against non-performing loans and advances   800,161  1,358,524 533,467 861,349
Provision for diminution in the value of investments 84,583 84,583 32,777 32,777
Bad debts written-off directly Ð Ð  Ð Ð

 (884,744) (1,443,107)  (566,244)  (894,126)

Net mark-up / interest income after provisions 881,170 1,992,639 967,702 2,488,560

Non mark-up / interest income

Fee, commission and brokerage income 402,588 804,685  342,382 615,225
Dividend income 120,180 235,294 129,551  171,491
Income from dealing in foreign currencies 442,600 773,553 416,407 807,188
Gain on sale / redemption of securities  144,331 191,466 16,612  43,504
Unrealized gain / (loss) on revaluation of investments
    classified as 'held for trading'  Ð Ð  Ð  Ð
Other income 78,620 136,162  75,772  151,403

Total non mark-up / interest income 1,188,319 2,141,160 980,724  1,788,811

2,069,489 4,133,799  1,948,426  4,277,371
Non mark-up / interest expenses

Administrative expenses 988,465 1,989,776  804,589 1,675,262
Other provisions / write-offs Ð Ð  Ð  Ð
Other charges 26,817 56,817  17,109 56,273

Total non mark-up/interest expenses (1,015,282) (2,046,593)  (821,698)  (1,731,535)

1,054,207 2,087,206  1,126,728 2,545,836
Extra ordinary / unusual items Ð Ð  Ð  Ð

Profit before taxation 1,054,207 2,087,206 1,126,728 2,545,836

Taxation Ð Current  437,903 872,272 283,208 938,827
Ð Prior years Ð Ð  Ð  Ð

      Ð Deferred (157,831) (257,040)  25,866  (138,997)

(280,072) (615,232)  (309,074)  (799,830)

Profit after taxation 774,135 1,471,974  817,654 1,746,006

Basic and diluted earnings per share (Rupees)     15  0.89  1.69 0.94 2.00

Note

Rupees in Ô000

Rupees

The annexed notes 1 to 21 form an integral part of these unconsolidated condensed interim financial information.

30 June 2010

Quarter
ended

Half year
ended

30 June 2009

Quarter
ended

Half year
ended

(Restated)

(Restated)

KASSIM PAREKH
Chairman

MOHAMEDALI R. HABIB
Director

BASHIR ALI MOHAMMAD
Director

ANJUM IQBAL
Chief Executive
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UNCONSOLIDATED CONDENSED INTERIM
STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED 30 JUNE 2010

KASSIM PAREKH
Chairman

MOHAMEDALI R. HABIB
Director

BASHIR ALI MOHAMMAD
Director

ANJUM IQBAL
Chief Executive

Profit after taxation for the period   774,135  1,471,974 817,654 1,746,006

Other comprehensive income  Ð  Ð Ð      Ð

Comprehensive income transferred to equity  774,135 1,471,974 817,654 1,746,006

Components of comprehensive income
    not reflected in equity

(Deficit) / surplus on revaluation of investments (73,837) (37,132) 396,594 1,758,433

Deferred tax on revaluation of investments 25,843 12,996 (138,223) (614,866)

(47,994) (24,136) 258,371 1,143,567

Total comprehensive income 726,141 1,447,838 1,076,025 2,889,573

The annexed notes 1 to 21 form an integral part of these unconsolidated condensed interim financial information.

30 June 2010

Quarter
ended

Half year
ended

30 June 2009

Quarter
ended

Half year
ended

(Restated)
Rupees in Ô000
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UNCONSOLIDATED CONDENSED INTERIM
CASH FLOW STATEMENT (UN-AUDITED)
FOR THE HALF YEAR ENDED 30 JUNE 2010

30 June
2010

30 June
2009

(Restated)

Rupees in Ô000

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation  2,087,206  2,545,836
Less: Dividend income (235,294) (171,491)

1,851,912 2,374,345
Adjustments

Depreciation  148,855 103,721
Provision against non-performing loans and advances 1,358,524 861,349
Provision for diminution in the value of investments Ð net 60,686 32,777
(Gain) on sale of fixed assets  (3,026)  (2,522)

 1,565,039 995,325

 3,416,951  3,369,670
(Increase) / decrease in operating assets

Lendings to financial institutions  (6,350,000)  (6,117,076)
Advances  (1,339,597)  2,031,026
Other assets  (939,938)  (181,612)

 (8,629,535)  (4,267,662)
Increase / (decrease) in operating liabilities

Bills payable  491,935 738,577
Borrowings (12,824,329)  17,950,477
Deposits  8,832,436  3,146,088
Other liabilities (excluding taxation and dividend)  1,057,333 114,104

(2,442,625) 21,949,246

(7,655,209)  21,051,254
Income tax paid  (1,007,868)  (955,248)

Net cash flows from operating activities (8,663,077)       20,096,006

CASH FLOWS FROM INVESTING ACTIVITIES
Net investments in available-for-sale securities  7,745,552  (22,905,419)
Net investments in held-to-maturity securities  (650,000)  Ð
Dividend received  235,294 171,491
Investments in operating fixed assets (525,177) (168,442)
Proceeds from sale of fixed assets 5,971  2,814

Net cash flows from investing activities 6,811,640 (22,899,556)

CASH FLOWS FROM FINANCING ACTIVITIES
Dividend paid (750,302)  (26)

Net cash flows from financing activities (750,302)  (26)

Decrease in cash and cash equivalents (2,601,739) (2,803,576)

Cash and cash equivalents at beginning of the period 14,176,319 13,055,680

Effect of exchange rate changes on cash and cash equivalent 56,382 115,761

Cash and cash equivalents at the end of the period  11,630,962  10,367,865

The annexed notes 1 to 21 form an integral part of these unconsolidated condensed interim financial statements.

KASSIM PAREKH
Chairman

MOHAMEDALI R. HABIB
Director

BASHIR ALI MOHAMMAD
Director

ANJUM IQBAL
Chief Executive
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UNCONSOLIDATED CONDENSED INTERIM
STATEMENT OF CHANGES IN EQUITY (UN-AUDITED)
FOR THE HALF YEAR ENDED 30 JUNE 2010

Share
Capital

Share
premium

Statutory
reserve

Special
reserve

Revenue
reserve

Unappro-
priated
profit

Total

Reserves

Rupees in Ô000

Reserve
for issue
of bonus
shares

The annexed notes 1 to 21 form an integral part of these unconsolidated condensed interim financial information.

Balance as at 1 January 2009

Comprehensive income
     transferred to equity (profit
     for the period) - Restated

Transactions with owners,
recorderd directly in equity

Transfer to reserve for issuance
    of bonus shares in the ratio of 25

 shares for every 100 shares held

Issue of bonus share
    in the ratio of 25 shares for

every 100 shares held

Transferred to statutory reserve

Balance as at 30 June 2009

Comprehensive income transferred
    to equity (profit for the period)

Transfer to statutory reserve

Balance as at 31 December 2009

Comprehensive income transferred
to equity

Transaction with owners,
recorded directly in equity

Transfer to reserve for issuance of
bonus share in the ratio of 16 shares
for every 100 shares held

Cash dividend (Re. 1 per share)

Issue of bonus share in the ratio of
16 shares for every 100 shares held

Transferred to statutory reserve

Balance as at 30 June 2010

6,022,020 2,550,985 2,748,590 240,361 1,500,000

Ð Ð Ð Ð Ð

Ð Ð 294,000 Ð Ð

8,731,929 2,550,985 3,590,489 240,361 1,500,000

Ð

Ð

Ð

Ð

Ð

3,087,692

1,746,006

(294,000)

2,994,599

16,149,648

Ð Ð Ð Ð Ð 1,505,505 (1,505,505) Ð

7,527,525 2,550,985 3,061,590 240,361 1,500,000 3,015,193 17,895,654

1,505,505 Ð Ð Ð Ð (1,505,505) Ð Ð

7,527,525 2,550,985 3,296,489 240,361 1,500,000 Ð 3,773,782 18,889,142

Ð

19,608,363

Ð Ð 313,000 Ð Ð Ð (313,000) Ð

Ð Ð Ð Ð Ð 993,488 993,488Ð

Ð Ð 234,899 Ð Ð (234,899)Ð Ð

Ð Ð Ð Ð Ð Ð 1,471,974 1,471,974

Ð Ð Ð Ð Ð Ð (752,753)(752,753)

Ð Ð Ð Ð Ð (1,204,404)1,204,404 Ð

1,746,006

1,204,404 Ð Ð Ð Ð (1,204,404) Ð Ð

KASSIM PAREKH
Chairman

MOHAMEDALI R. HABIB
Director

BASHIR ALI MOHAMMAD
Director

ANJUM IQBAL
Chief Executive
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1. STATUS AND NATURE OF BUSINESS

Habib Metropolitan Bank Limited (the Bank) was incorporated in Pakistan on 3 August 1992 as
a public limited company, under the Companies Ordinance, 1984 and is engaged in commercial
banking and related services. Its shares are listed on all stock exchanges in Pakistan. The
registered office of the Bank is situated at Spencer's Building, I.I Chundrigar Road, Karachi. The
Bank operates 120 (31 December 2009: 120) branches including 4 (31 December 2009: 4)
Islamic Banking Branches in Pakistan. The Bank is a subsidiary of Habib Bank AG Zurich, which
is incorporated in Switzerland.

2. BASIS OF PREPARATION 

2.1 These financial information are presented in condensed form in accordance with approved
accounting standards as applicable in Pakistan for Interim Financial Reporting. These
unconsolidated interim financial information do not include all of the information required
for full financial statements and should be read in conjunction with the financial statements
of the Bank for the year ended 31 December 2009.

2.2 These unconsolidated interim financial information are being submitted to the shareholders
in accordance with the requirement of section 245 of Companies Ordinance 1984. These
unconsolidated interim financial information are unaudited but subject to limited scope
review by the auditors.

2.3 These are separate interim condensed financial information of the Bank in which investments
in subsidiaries are accounted for on the basis of direct equity interest and are not consolidated.

3. ACCOUNTING POLICIES AND ESTIMATES

3.1 The accounting policies and methods of computation followed in the preparation of these
unconsolidated interim financial information are consistent with those applied in the
preparation of the annual unconsolidated financial statements of the Bank for the year
ended 31 December 2009.

3.2 The basis for accounting estimates adopted in the preparation of these unconsolidated
interim financial information are the same as those applied in the preparation of the annual
unconsolidated financial statements of the Bank for the year ended 31 December 2009.

NOTES TO THE UNCONSOLIDATED CONDENSED
INTERIM FINANCIAL INFORMATION (UN-AUDITED)
FOR THE HALF YEAR ENDED 30 JUNE 2010
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4. FINANCIAL RISK MANAGEMENT

The financial risk management objectives and policies adopted by the Bank are consistent with
that disclosed in the financial statements of the Bank for the year ended 31 December 2009.

5 BALANCES WITH OTHER BANKS

In Pakistan
Ð Current accounts 180,955 194,743
Ð Deposit accounts 5,512 159

186,467 194,902
Outside Pakistan
Ð Current accounts 820,187 1,356,074
Ð Deposit accounts 855,091 3,285,423

1,675,278 4,641,497

1,861,745 4,836,399

Rupees in Ô000

30 June
2010

(Un-Audited) (Audited)

31 December
2009

6. LENDINGS TO FINANCIAL INSTITUTIONS

Call money lendings 6,500,000 100,000
Letter of placements Ð 50,000

6,500,000 150,000
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Available-for-sale securities

Market Treasury Bills 35,671,029 22,249,907 57,920,936 36,395,925 34,383,407 70,779,332

Pakistan Investment Bonds 14,098,195 7,272,967 21,371,162 12,736,368 4,788,400 17,524,768

Ordinary shares of listed
companies 459,733 459,733 276,750 276,750

Ordinary shares of unlisted
companies 123,101 123,101 123,101 123,101

Preference shares of a listed
company 40,000 40,000 40,000 40,000

Listed Term Finance Certificates 2,050,519 2,050,519 1,911,435 1,911,435

Unlisted Term Finance
Certificates 4,212,602 4,212,602 4,407,393 4,407,393

Sukuk Certificates / Bonds 8,325,318 8,325,318 8,118,738 8,118,738

Open end mutual funds 9,450,629 9,450,629 8,524,630 8,524,630

Closed end mutual funds 135,650 135,650 129,055 129,055

74,566,776 29,522,874 104,089,650 72,663,395 39,171,807 111,835,202

Held-to-maturity securities

Certificate of Investments 650,000 650,000

Subsidiary

Habib Metropolitan Financial
Services Limited 300,000 300,000 300,000 300,000

Investments at cost 75,516,776 29,522,874 105,039,650 72,963,395 39,171,807 112,135,202

Less: Provision for diminution in
the value of investments (287,708) (287,708) (227,022) (227,022)

Investments Ð net of provisions 75,229,068 29,522,874 104,751,942 72,736,373 39,171,807 111,908,180

Deficit on revaluation of
available-for-sale
investments Ð net (40,671) (225,121) (265,792) (78,405) (150,255) (228,660)

Investments after revaluation
of available-for-sale
investments 75,188,397 29,297,753 104,486,150 72,657,968 39,021,552 111,679,520

7. INVESTMENTS

Held by
Bank

Given as
collateral

Total Held by
Bank

Given as
collateral

Total

30 June 2010
(Un-Audited)

31 December 2009
(Audited)

Rupees in Ô000

13

Note
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8. ADVANCES

Loans, cash credits, running finances, etc. Ð In Pakistan 83,851,626 86,998,347

Net investment in finance lease / ijara financing Ð In Pakistan 1,170,482 1,385,434

Net assets / investment in ijarah under IFAS 2 361,445 212,552

Bills discounted and purchased
(excluding Market Treasury Bills)
Payable in Pakistan 5,612,729 4,810,638
Payable outside Pakistan 17,254,105 13,515,637

22,866,834 18,326,275

Advances - gross 108,250,387 106,922,608

Provision against non-performing advances
Ð specific 8.1 (5,426,182) (4,204,731)
Ð general 8.3 (550,000) (424,745)

(5,976,182) (4,629,476)

Advances - net of provisions 102,274,205 102,293,132

Note

8.1 Advances include Rs. 8,920,134 thousand (2009: Rs 6,364,335 thousand) which have been
placed under non-performing status as detailed below:

Rupees in Ô000

30 June
2010

(Un-Audited) (Audited)

31 December
2009

Substandard
Doubtful
Loss

Category of Classification Rupees in Ô000

30 June 2010 (Un-Audited)

454,555
3,339,538
5,126,041

8,920,134

Ð
Ð
Ð

Ð

454,555
3,339,538
5,126,041

8,920,134

94,343
1,360,649
3,971,190

5,426,182

94,343
1,360,649
3,971,190

5,426,182

Domestic Overseas Total Provision
Required

Provision
Held

Substandard
Doubtful
Loss

Category of Classification Rupees in Ô000

31 December 2009 (Audited)

230,099
1,082,445
5,051,791

6,364,335

Ð
Ð
Ð

Ð

230,099
1,082,445
5,051,791

6,364,335

32,426
405,567

3,766,738

4,204,731

32,426
405,567

3,766,738

4,204,731

Domestic Overseas Total Provision
Required

Provision
Held




