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Chairman’s Review
I am pleased to present on behalf of the Board of Directors un-audited Accounts of the Company for the 1st quarter
ended June 30, 2020.

The Economy
Pakistan’s GDP growth rate declined to 2.6 percent in the year 2019-20 compared to growth of 3.3 percent in the
last year and against a target of 3.5 percent. The already subdued economic activity during the quarter under
review, became further depressed due to the global outbreak of the Coronavirus pandemic. In order to reduce the
adverse economic impact, the government has given Rs.1.2 trillion financial package to support the economic
activities in the Country. The State Bank of Pakistan has brought down the policy rate by 6.25 percent to 7 percent
to stimulate the economy.
Pakistan’s trade deficit narrowed significantly - by 27 per cent to US$ 23.18 billion in financial year 2019-20 from
US $ 31.8 billion the last year. Reduction in the deficit was primarily due to the suppression in imports from US$
54.76 billion to US$ 44.57 billion (-19% YOY), however, the exports of the country declined by 7% YOY basis to US$
21.39 billion from US$ 22.96 billion last year. Further analysis indicates that if we exclude the impact of pandemic
the exports would have depicted a flat growth. Trade deficit goes down by 8 per cent in July 2020 prompted by
recovery in exports by 6 percent YOY and marginal decline in imports by 0.7 percent YOY amid ease in global
lockdown and picking up new orders from the International market. Current account deficit in FY20 sharply
reduced by 78 percent (YOY) to US$ 2.97 billion which is at 5-years low as compared to US$ 13.43 in FY19.
Improvement in Current account is primarily due to reduced trade deficit coupled with 6.3 percent YOY increase in
remittances. Remittances hit record high of US$ 23.12 billion in FY20 - up by 6.3 per cent - compared to US$ 21.74
billion in FY19. During July 2020, remittances recorded all-time high of US$ 2.77 billion compared to US$ 2.04
billion in the same period last year. We believe that the remittances to remain under pressure during FY21 owing
to job losses and expected economic downturn in the Gulf region, however, the incentives provided by the government may limit the downside risk. Inflation rose to 11.1 percent in June-20. Total foreign exchange reserves of the
Country amounted to US$ 18.79 billion as on July 3, 2020.

The Industry
Fiscal year 2019-20 proved period highly disappointing for the entire auto sector. The sector laggard due to
massive decline in sales in FY20 on account of upward price revisions due to currency depreciation. On yearly
basis, the sector saw production of tractors plunged by 35 percent, trucks by 51 percent, buses by 42% and jeeps
& cars by 55%, LCV 51% and motorcycles by 24%. Sale of cars showed some improvement in July 2020 as the
lockdown eased and buyers reappeared.

Production
Production activities were effectively planned and adjusted to cater to the market demand both in terms of quantity
and quality. Stress on quality control at all stages of production process was implemented with great vigour for
further strengthening quality standards of the products of your Company. Production was badly effected during the
quarter under review because of lockdown.

Sales
Net sales revenue of the company during the quarter under review decreased by 35 percent to Rs.1.73 billion from
Rs.2.68 billion during the same period last year on account of decrease in sale volume of battery Division due to
curtailment in sales and production as a result of lockdown. The company was effectively shut for half this quarter
because of the government mandated Covid lockdown.
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Profitability
Gross profit for the quarter under review decreased to Rs.16.5 million from Rs.203.9 million - down by 92% due to
reduced margins on account of higher raw material prices and lesser sale revenue. Gross profit ratio decreased
from 7.61 percent to just 0.95 percent of net sales revenue. Selling and distribution expenses decreased by 54
percent to Rs.122.4 million from 266.4 million. Administration and general expenses decreased by 22.2 per cent
to Rs.29.3 million from Rs.37.7 million. Operating loss for the first quarter recorded at Rs.135.2 million compared
to loss of Rs100.20 million in the corresponding period of last year. Financial charges decreased by 19 percent to
Rs.70.1 million from Rs.86.7 million on account of reduced borrowings and decreased markup rates. Loss before
tax for the period under review was Rs.202.0 million compared to Rs.187.1 million in the corresponding period of
last year.

Future Prospects
It is anticipated that indigenous organized battery industry will face competition due to capacity expansion of existing battery plants and changing market dynamics. The management have suitably adjusted prices in Replacement
and Export segments which will improve the performance of the Company in the remaining period of the year. The
Company’s short-term borrowing has reduced due to reduction in Trade debtors and the general reduction in
mark-up rate will reduce financial charges and improve operating performance.
In order to support the manufacturing sector and minimize the impact of Covid-19 pandemic on economy, the State
Bank of Pakistan has taken steps such as reduction in discount rate and introduction of a refinance scheme for
payment of wages and salaries. These steps will favorably impact operating performance of the manufacturing
sector.
Your management is determined to avail full benefits of the opportunities by continued focus on quality, productivi
ty, cost control and after sales services to improve its competitiveness.

Acknowledgement
On my behalf and on behalf of the Board of Directors’ of your company, I take this opportunity of acknowledging
the devoted and sincere services of employees of all cadres of the company. I am also grateful to our bankers,
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Altaf Hashwani
Chairman
Karachi: August 28, 2020
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