DIRECTORS REPORT TO THE SHAREHOLDERS

The directors of your Company take pleasure in presenting the Annual Report together with your Company’s
Annual Audited Financial Statements for the year ended June 30, 2008.

Economic Outlook

Pakistan's economy is showing increasing signs of stress. Macro economic indicators are deteriorating because
of both domestic and international developments. Initial prospects of achieving a reasonable growth in LSM
sector during FY 08 were clouded by aggravating energy crisis coupled with high international commodity prices
and political unrest through most of the year.

On the other hand rising inflation having spiral impact, particularly of strong global inflationary pressures on
domestic inflation has also been compounded by the adjustments of administered prices of key
fuels and wheat. All price indices have moved up significantly so far in FY 08 and are significantly higher
than the annual averages for the preceding five years. Higher interest rates, rupee/foreign currency exchange
rates, and increasing fuel charges are increasing cost of production for businesses in Pakistan.
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Monetary Policy Statement for July 2008 — December 2008 by
the State Bank of Pakistan further indicates that:
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‘ 1. Bankslending rates are expected to move up further in
1400 A\~ the coming months due to tightening of monetary
06 Month KIBOR - Offer Rate condition.

July 2007 to June 2008 2. Rupeewill depreciate further due to worsening external
12.00 position & reduced foreign exchange reserves.
/ 3. Inflation to remainin double digits due to therise in the
100 ¢ twin deficits & strong aggregate demand pressures
10.00- ey combined with increased pass through effect. Moreover,
concurrent adjustment in electricity and gastariffsisto
9.00 further add to the production cost besides their direct
contribution to inflation.
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Ultimate outcome of these factorsis the increase in the industry’s cost of production that is not only dueto rise
in other input costs but also in terms of financial cost. Feeling the heat on our profit margins, [and further
expecting these global shocks to be permanent] we have not been able to pass this inflation to the customers.
Under these circumstances, maintaining good margins would be challenging and these can only be achieved by
bringing in price rationalization, production efficiencies and improvement in operations and raw material sourcing.




