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Waves Corporation Limited

Directors Report to Shareholders

Overview

On behalf of the Board of Directors of Waves Corporation Limited, previously Waves Singer Pakistan
Limited (WAVES or the Company), we submit the Directors' Review Report on the condensed interim
consolidated and standalone financial statements for the period ending on 31 March 2023 (un-
audited).

Global economic trends have been characterized by sluggish growth and high inflation, though energy
and food prices have shown a substantial decrease from recent peaks. Some countries’ new
restrictions may drive up food prices again, and oil prices are fluctuating due to the tremors in the
financial markets.

On the local front, increased production of wheat, maize, and sugarcane, and an increased
disbursement of agricultural credit have been observed, despite the Large-Scale Manufacturing (LSM)
sector struggling with contraction due to supply chain disruptions and global recessionary pressures.

The wholly owned subsidiary Waves Marketplace Limited (WAVES Plus) continued facing challenges
owing to the tough economic and financial environment. The business model for real estate
development was improved to include sizeable commercial portion, that increases its top and bottom
line. The home appliances business undertaken by the Company’s subsidiary Waves Home
Appliances Limited (WHALE) faces challenges as the whole appliances industry was under pressure
due to restriction on import of raw material. However, WHALE was able to position itself to
substantially rely on locally manufactured material vis-a-vis its competitors thus reducing production
risks. The completion of state-of-the-art purpose-built owned factory by WHALE is continuing but at a
compact pace in line with current economic environment.

Going forward the Inflation is expected to stay at higher level owing to market resistances caused by
relative demand and supply gap of essential items, exchange rate depreciation and recent upward
adjustment of administered prices of petrol and diesel. Due to the lagged effect of floods, the
production losses especially of major agriculture crops has not yet been fully recovered.
Consequently, the shortage of essential items has emerged and persisted. Inflation may further jack
up as a result of second round effect. Another potential reason of rising price level is the political and
economic uncertainty. The economic distress resulting from delay of stabilization program has
exacerbated the economic uncertainty due to which inflationary expectations have remained strong.

Despite SBP's contractionary monetary policy the inflationary expectations will take some time to
settle down. We expect that the Government shall take immediate concrete steps including
completion of the IMF program to resolve the prevailing economic and financial crisis as further delays
will severely hamper the economic conditions of the country.

Looking ahead we remain optimistic and confident about the future of the Company. We have a
coherent team of management, staff & workforce, brand name, excellent product line, and a
nationwide distribution and after sales service network which allows us to reach customers and
provide them service both in urban & rural areas at the best possible terms. We would like to thank
all our Shareholders and the Board of Directors for their immense support.

The Company’s accomplishments and present standing could not have been possible without the
commitment and efforts of our employees who deserve full compliments. We are confident that the
team will continue to grow and constantly deliver on the expectations of all stakeholders.
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Financial Highlights

Financial highlights are presented as hereunder for consolidated financial statements, wherein
financial results of standalone financial statements are also provided in this report:

Consolidated Operating Results

Gross Sales

Gross Profit

Profit from Operations
Profit before taxation

Profit after taxation

Earnings Per Share (Rupees)

Q1-2023
Rs. in ‘000

1,635,877
342,737
74,414
27,581
18,247

0.06

Q1-2022
Rs. in ‘000

4,050,163
715,105
283,242
149,920
107,562

0.38

The Board has considered and is providing operating results and business performance for
consolidated financial results as it better reflects the performance of the Company as a holding entity.
The individual standalone operating results of the Company (after demerger of the home appliances

business to WHALE) are also given.

Consolidated Operating Performance

The Company's Consolidated Revenues for the first quarter stands at PKR 1,635 million with a net
profit of PKR 18.2 million, compared to the previous period's revenues of PKR 4,050 million and net

profit of PKR 107 million.

This variance is primarily due to the challenging economic and financial environment, where supply
was constrained and demand was restricted due to the prevailing recessionary situation.

Investments in Subsidiaries

The standalone financial statements of the Company in which investments in subsidiaries are
accounted for on the basis of direct equity interest rather than on the basis of reported results and net
assets of the investees. The Consolidated financial statements of the Company are prepared and

presented separately.

The Company has the following investments in the subsidiary companies:

Q1-2023
Waves Home Appliances Limited 74.5%
Waves Marketplace Limited 100.0%
Waves Builders & Developers (Private) Limited 100.0%




Waves Corporation Limited

Standalone Results of the Company

The standalone results of the Company are given hereunder:

Q1-2023 Q1-2022

Rs. in ‘000 Rs. in ‘000

Other Income 22,130 64,398
Profit before Taxation 5,609 52,979
Profit after Taxation 5,609 41,314
Earnings Per Share 0.02 0.15

Based on the financial results in view of the tough current economic and political conditions the Board
of Directors do not recommend any pay-out to the shareholders of the Company. The brief information

on the subsidiary companies is given in the section History of this Annual Report.

Business Overview — Activities and Development

WAVES or the Company is listed on Pakistan Stock Exchange Limited (PSX). The Company
has recently gone under a Scheme of Arrangement (the Scheme) wherein the home appliances
business is demerged and merged into Waves Home Appliances Limited, formerly Samin
Textiles Limited (WHALE), while retaining the real estate development business and retail shop
network for consumer appliances and other consumer goods. The Scheme was sanctioned by
the honorable Lahore High Court, Lahore on 27 May 2022. The effective date of Scheme is 31
August 2021. WHALE is now a subsidiary company of the Company. The retail business is
currently undertaken by Waves Market Place Limited, whereas a project company Waves

Builders & Developers (Private) Limited to undertake the real estate project.

Waves Home Appliances Limited (WHALE)

Waves Home Appliances Limited (formerly Samin Textiles Limited) was incorporated in Pakistan on
27 November, 1989 as a public limited company under the Companies Ordinance, 1984 (now
Companies Act, 2017). WHALE is currently listed on Pakistan Stock Exchange. WHALE is
predominantly involved in manufacturing, assembling, and distributing a variety of home appliances
and other light engineering products. It has vast range of product lines which are sold through dealer
networks spread all over Pakistan and also via retail outlets owned and operated by the Company.

The appliances’ manufacturing plant is being moved to a new purpose-built larger factory for which
land has already been purchased and construction is already underway but at a compact speed owing

to the economic and financial challenges.

The financial results of WHALE for the period ended 31 March 2023 are given hereunder:

Q1-2023

Rs. in ‘000

Gross Revenues 1,381,116
Gross Profit 284,444
Net Profit 11,218

The detailed results can be reviewed at the website www.waves.net.pk

Q1-2022
Rs. in ‘000
3,382,762
586,492
93,092


http://www.waves.net.pk/

Waves Corporation Limited

In view of recent policy changes in allowing import of materials/components by the home appliances
industry, the L/C opening process by the commercial banks is expected to go slow. Consequently,
dependence on foreign sources of materials is continuing to be challenging, therefore, WHALE has
been making arrangements for achieving major import substitution in order to ensure uninterrupted
continuity of operations. In these circumstances market sizes of domestic appliances may not reach
the expected levels, therefore deferral of capital expenditure is necessitated. Accordingly, WHALE
has substantially switched to local source of materials, which will ensure less dependence on imports
and inhouse development of certain imported components through WHALE'’s vendors. There is a
huge potential of deep freezers and vizi-coolers corporate sales not only to Coca Cola but for the
whole frozen food and beverages industry. Insha Allah, continuity of operations shall be fully focused
during ongoing difficult times.

Waves Marketplace Limited (WML)

WML is a wholly owned subsidiary of the Company is a pioneer of retail sales of home appliances,
offering cash and installment sales to its treasured customers to shop with convenience at 135
nationwide spread outlets in rural and urban areas of Pakistan. WML showed robust growth in past
and in order to fund its expansion plans, the Board in principle decided that it may be listed on Pakistan
Stock Exchange Limited (PSX). However, due to the current tough political and economic conditions,
the pace for listing preparation is slowed, until market sentiments are improved. The Gross Revenues
for the period are PKR 386 million and Gross Profit of PKR 58 million which are lower as compared
to the previous period on account of tough economic and financial situation.

Waves Builders and Developers (Private) Limited (WBDL)

WBDL is undertaking a real estate project through Waves Builders and Developers (Private Limited)
which is currently a wholly owned subsidiary of the Company. In line with the recommendations of
research and marketing/sales advisers of real estate, it is decided to revise the real estate construction
plan by converting its sizeable part into commercial activities. Being near to city center and on a
commercially declared road, close to Lahore’s entry point i.e., Thokar Niaz Baig, the commercial
usage of the Project will enable optimum land utilization while substantially improving its revenues
and profitability. This coincides well with revised timeline for shifting of manufacturing operations to
new site. WBDL is earmarked for real estate project, whereas all the real estate project development
activities are currently undertaken by the holding company WAVES. Therefore, accounts of WBDL
are prepared on going concern basis.
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We extend our deepest appreciation to all our stakeholders, including our valued customers,
suppliers, business partners, financial institutions, regulators, for their trust and support. The
Company's achievements and current standing are a testament to the unwavering commitment, hard
work, and tremendous support from our management team and employees. We are confident in their
ability to meet and exceed stakeholder expectations. We are grateful for the continued support from
the Securities & Exchange Commission of Pakistan, the State Bank of Pakistan, and the management
of the Pakistan Stock Exchange. Our sincere gratitude goes to our shareholders for their trust,
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For and on behalf of the Board:

-Sd- -Sd-

Chief Executive Officer Director
Lahore
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