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Directors’ Review 
 
The Board of Directors of Cyan Limited (the Company) are pleased to present the un-audited 
condensed interim financial statements of the Company for the half year ended June 30, 2024. 
 
The Environment in Which We Operated  
With the transition to a new government in February 2024, the Country has witnessed a 
serious focus on structural economic reforms with revenue generation emerging as a key 
priority of the leadership. Deregulation, privatisation, and taxation have taken center stage 
among all administrative activities; that revenue generation is of utmost importance has been 
further corroborated by the first Federal Budget unveiled in June 2024 which hiked direct and 
indirect taxes on a number of industries (including previously zero-rated sectors) to increase 
revenues. It is pertinent to mention that while this focus on economic reform is welcome, the 
said Budget is likely to have painful ramifications in the short-to-medium term as disposable 
incomes of the general populace will significantly shrink through a higher tax burden, 
particularly the salaried class of the country which continues to bear the brunt of this difficulty.   
 
After successful deregulation of the pharmaceutical sector in Q1 2024, discussions regarding 
deregulation of the OMC (Oil Marketing Companies) sector have also now commenced. This 
will be positive for Pakistan in the medium-to-long term as the Government phases out its 
involvement in businesses, trusting market forces to play their role in self-regulating private 
sector organizations. A major milestone in this space will be the completion of PIA’s 
privatization, which has reached an advanced stage of its process; all eyes remain on this as 
the national carrier proceeds towards a new owner and the hope of renewed performance.  
 
A gradual decline in Consumer Price Inflation (CPI) has also been felt, with the latest estimate 
(July 2024) at 11.1% – a 33-month low. This declining inflation, driven by weakening demand 
and the absence of any supply shocks, has been the primary force behind two consecutive 
interest rate cuts implemented by the State Bank of Pakistan since May 2024. The policy rate 
now stands at 19.5%, down from a high of 22%; with inflation expected to continue its 
downward trajectory, we expect the central bank to continue monetary easing which will be 
key to resumption of economic activity in the country.  
 
The new economic setup has also been able to successfully negotiate the next IMF program, 
which is expected to maintain a sense of stability in currency markets. This Program has 
advocated for Agricultural Income Tax to be levied by provinces by the start of 2025, timely 
adjustment of energy prices, and improvement in SOE operations; the Program is yet to be 
approved by the IMF’s Executive Board but many are optimistic for a positive result.  
 
The pass-on of energy prices has been a bitter pill for Pakistanis to swallow. Higher gas tariffs 
have adversely affected captive gas-based industries, especially the textile and chemicals 
segment, while higher power tariffs have impaired wider industry in general and consumers in 
particular. This will continue to be a major challenge as the ability of businesses and 
consumers to pay higher energy prices is minimal and the ability of the Government to absorb 
any cost pressures is very low. However, while it is important to acknowledge the pain resulting 
from these decisions, it is equally important to note that a much-needed structural adjustment 
has finally taken place. The Government will need to deliver an out-of-the-box solution to deal 
with over-capacity issue in our power sector. The coming months will be crucial in this regard.  
 
From a holistic view, it appears that the economy is headed in the right direction if this focus 
on structural reform can be sustained but this journey is likely to be punctuated with acute 



 

 

pain. To emerge from the challenges of decisions past, all that can be said about current 
measures is this: sad, but necessary.  
 
Portfolio Update  
We continue to remain long on the banking sector; however, we have rationalized our position 
in the sector. Our primary holding in the sector is UBL, which maintains an investor-friendly 
capital allocation policy and offers a good mix of value and growth. UBL deserves a particular 
mention with its investor-friendly payout policy and its proactive response to changing 
macroeconomic trends. The acumen of the management team must be called out for having 
identified and invested in fixed-rate instruments in the face of declining interest rates, which 
has boosted the bank’s performance. UBL has also posted significant deposit growth, 
reversing the trend of lagging behind the banking sector in terms of growth. Going forward, 
we will monitor this investment closely and focus on the management of capital requirements 
to enable growth. 
 
Likewise, our thesis on energy exploration and production companies remains intact. We 
believe both OGDC and PPL offer deep value to investors and will be frontline beneficiaries 
of key reforms in the energy sector, especially the resolution of circular debt. The recent 
increases in gas prices have significantly improved cashflows of these businesses, which we 
believe will translate into shareholder returns given the strong balance sheet positions of these 
companies. While the price performance of these businesses has lagged behind the market, 
we believe they will improve as the financial position of the companies reflect the impact of 
higher gas pricing going forward.  
 
The technology sector is another sector we remain invested in through Systems Limited. We have faith 
in the ability of the company’s management to continue its impressive run of sales growth, having a 
demonstrated track record of doing so in the past several years. The company has healthy cash flow 
generation and we believe it will continue reinvesting in the business to ensure future growth. The 
recent stability of the Pak Rupee has restricted bottom-line growth in recent quarters; however, 
we remain confident in the company’s ability to generate consistent profitability growth in the 
years to come.  
 
Company Performance 
During the half year ended June 30, 2024 the Company posted an earnings per share of 
Rs.2.63 compared to Rs.1.70 in the corresponding period in 2023. 
 
 
Future Outlook  
We believe that the Country is passing through one of its most sensitive periods from an 
economic perspective. Continued structural reforms will not be easy for the economy to bear 
in the short-term. However, we believe that these actions will pay dividends in the longer term. 
Interest rates are expected to decline which will give businesses the ability to breathe with 
declining financial costs. This is a key lever to resumption of economic activity. We also believe 
declining interest rates will bode well for equity markets as fixed-income investments will 
become less attractive going forward.  
 
 
There were no material movements in our portfolio during the quarter.  
 
Acknowledgement 
We would like to thank all our stakeholders, especially our valued investors, who have placed 
their confidence in us and also appreciate the efforts put in by the management team for their 



 

 

unswerving commitment and hard work. The Board would also like to place its appreciation 
for the Securities & Exchange Commission of Pakistan, State Bank of Pakistan and the 
management of the Pakistan Stock Exchange for their continued support and cooperation. 
 
 
________________      __________________________ 
Muhammed Amin     Mohammad Shamoon Chaudry 
Director      Chief Executive Officer 
 
 
Karachi: August 23, 2024 
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