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COMPANY INFORMATION 

Incorporated in 2000 
External auditors: Rahman Sarfaraz Rahim Iqbal 

Rafiq, CA 

Unlisted Public Limited Company Chairman of the Board: Muhammad Farhan 

Key Shareholders (with stake 5% or more):  Chief Executive Officer: Mirza Muhammad Baig 

Rafiq Family  

 
 
 
 
 
 

APPLICABLE METHODOLOGY(IES) 
VIS Entity Rating Criteria Methodology – Securities Firms Rating (July 2020) 
https://docs.vis.com.pk/docs/BrokerFiduciary012021.pdf 

 
 
 

  

RATING DETAILS 

Rating Category 

Latest Rating Previous Rating 

Long-
term 

Short-
term 

Long-
term 

Short-
term 

Entity A- A-2 A- A-2 

Rating Outlook Negative Stable 

Rating Date November 11, 2022 October 18, 2021 

Rating Action Maintained Reaffirmed 
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MRA Securities Limited 

OVERVIEW OF 
THE 

INSTITUTION 
RATING RATIONALE 

MRA Securities Limited 
was incorporated in 2000. 

Registered office is located at 
PSX, Karachi, Pakistan.  

 
During the period under 

review, Rahman Sarfaraz 
Rahim Iqbal Rafiq, CA 

were appointed as external 
auditors in place of Nasir 

Javaid Maqsood Imran CA 
Co. 

 
Profile of CEO 

Mirza Mohammad Baig is 
a Graduate in Commerce 
and has vast experience in 
banking and Trusteeship 

of Mutual Funds. He 
joined as a member of core 
team of MRA Securities 

(Pvt.) limited in 2007. He 
has played an instrumental 

role in operation and 
Marketing for Custodian 

and Trustee business. 
 

Profile of Chairman 
Muhammad Farhan has over 

15 years of vast and 
diversified experience in 

equity market, brokerage 
house Management, 

Proprietary Equity Trading, 
Retail Client Risk 

Management. Under his 
supervision MRA 

successfully pass through from 
the Pakistan’s worst equity 
market crises during 2005 

and 2008 which financially 
affected the brokerage 

business, retail clients and 
their portfolios. He also has 

the experience of Portfolio 

MRA Securities Limited (‘MRA’ or ‘the Company’) with a decade long experience has been 
engaged in provision of equity brokerage services catering to domestic retail, high net worth 
individuals and institutional clients. In addition, corporate advisory and other valued added 
services are also offered by the company. At present, total staff strength stands at 125+ 
employees. Headquartered in Karachi, the brokerage house has 9 other branches in the same 
city. Majority shareholding in MRA is vested with the Rafiq family. 
 
Sector Update 

 

 After a historic performance of PSX in terms of volumes in FY21, overall volumes of PSX 
registered a drop of 44% during FY22. (Average daily volume dropped to 291mn in FY22 from 
527mn in FY21) 
 

 The decrease in trading volumes was mainly due to weak macro-economic environment 
including high inflation & interest rates and rupee depreciation along with political turmoil in 
the country. Floods in Pakistan has further aggravated the already worsened situation.  
 

 Accordingly, in tandem with trading volumes, brokerage revenues declined across the industry. 
This has dented the profitability of brokerage companies, some of which has slipped into net 
losses. 
 

 In our view, PSX is expected to remain uncertain with lack of investor interest and subdue 
volumes during FY23, while brokerage companies are suggested to cut off their operating 
expenses and diversify their revenue base in order to keep their bottom line positive.  
 

 In order to enhance the capital raising and provide facilitation to businesses, PSX has digitized 
the process of listing through an online portal called 'PRIDE' (Public Offerings Revolutionized 
through an Integrated and Digitized Experience). This online portal is designed to automate 
the listing process from end to end while the portal also provide delisting service to listed 
companies.  

 

 PSX is innovating and launching new products with the aim to increase market capitalization 
and provide enhanced experience to market participants wherein PSX has launched its first 
dividend based index designed to track performance of top 20 dividend paying stock in order 
to provide ease and gather investor's interest.  

 
Table 1: Industry Trading Metrics – Regular 

 FY18 FY19 FY20 FY21 FY22 

Volume (In  Billions) 43 37 49 131 73 

Value  (In PKR’ Billions) 2,027 1,549 1,789 4,781 2,406 
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Management for High Net-
worth Clients. He is a 

graduate in Commerce from 
University of Karachi. 

Rating Drivers 
 
Following posting a sizeable profit in FY21, MRA’s profitability has taken a toll in FY22, 
shedding losses this year 
 

 In tandem with the industry trend, wherein brokerage volumes have contracted, MRA has also 
experienced a revenue contraction, with equity brokerage commission reported at 767.2m in 
FY22 (FY21:1,469.6m).  
 

 Equity brokerage remained the major contributor in operating revenue of the Company with 
92% share in FY22. (FY21: 97%). The lack of diversification in the Company’s revenue possess 
higher business risk.  

 

 Retail client remained the highest revenue contributor of brokerage income with 72% share in 
FY22 (FY21: 83%). 
 

 Dividend and other income has posted growth in FY22, with dividend income recorded at 
22.7m (FY21:17.9m) and other income at 47.1m (FY21:31.7m). 
 

 In addition to brokerage commission, capital gains account for the majority of MRA’s income. 
Following achieving staggering profitability in FY21, MRA reported losses mainly on account 
of a loss on investments in FY22. Going forward, the market is expected to remain bleak, no 
gain on investment is expected. Hence, profitability is expected to remain under pressure. 
 

 MRA’s market share has inched down to 12.8% in FY22 from 13.7% in FY21. The market 
share in FY22 is based only on a ready market volumes and also adjusted in-house trading. On 
the other hand, No. of clients has witnessed an increase from 6,947 in FY21 to 8,087 in FY22. 
This growth in clients draws from 90% of the online clients and 10% of the offline clients. 
 

 Going forward, overall profitability of MRA is forecasted to remain under pressure amid 
expectation of low market volumes and PSX index to remain range bound. This will result in 
lower brokerage income and less opportunities for capital gain for the Company. Moreover, 
dividend income will also suppressed in the wake up expectation of poor corporate profitability 
and one-time super tax on major sectors.  

 
Table 2: Revenue 

 
 
 
 

Revenue Diversification FY20 FY21 FY22 FY20 FY21 FY22 

  PKR Mn. % 

Equity Brokerage 490 1.470 767 97.3% 96.7% 91.7% 

Dividend Income 7 18 23 1.5% 1.2% 2.7% 

Profit on exposure deposit 3 22 33 0.6% 1.5% 4.0% 

Margin Financing income 0 0 0 0.0% 0.0% 0.0% 

IPO Commission - 5 4 0.0% 0.4% 0.5% 

Rental income 3 3 3 0.6% 0.2% 0.4% 

Gain on disposal of fixed 
assets 

- 0 - 0.0% 0.0% 0.0% 

Recoveries - 0 - 0.0% 0.0% 0.0% 

Others 0 1 6 0.0% 0.0% 0.8% 

Total 503 1.519 837 100.0% 100.0% 100.0% 
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 With the fall in recurring revenue, efficiency has depicted an increase to 89.1% (FY21:78.8%), posing 

high operational risk for MRA.  

 
Table 3: P & L Extract 

P&L Extract FY19 FY20 FY21 FY22 

Operating revenue 334 497 1,493 794 

Capital gain/loss on sale of investment 4 97 698 (250) 

Unrealized ( loss )/ (gain) on re-measurement (61) (10) 7 (105) 

Total operating income 278 584 2,197 438 

Administration expenses (188) (354) (1,196) (746) 

Finance cost (32) (55) (67) (85) 

Other expenses 0  (7) (1) (1) 

Other income 25 28 26 43 

Profit Before tax 83 197 960 (350) 

Taxation (50) (31) (131) (19) 

Profit/loss after tax 33 166 829 (369) 

 

Financial risk profile depicts deterioration 

 
Liquidity Risk 

 Liquid assets of MRA plummeted in FY22 to 1,026.4m (FY21:1287m). However, as a 
percentage of assets and liabilities, liquid assets comprise 33.1% and 64.2% respectively, 
registering an increase vis-`a-vis FY21 (27.9% and 47.0% respectively). 
 

 Current ratio of MRA has surged to 1.88x in FY22 (FY21: 1.66x). Albeit, the ratio lies within 
the benchmark of given rating. Overall, liquidity profile of MRA is considered adequate. 

 

Credit Risk 

 As at Jun’22, Trade receivables are 
reported to be at Rs809m, 
accounting for 27% of the total 
current assets. 

 

 Top 50 trade debts of the Company 
account for 59% of the trade debts, 
constituting a higher credit risk. 

 

Market Risk 

 Short term investment has reduced to 988.3m as at Jun’22 (FY21:1,238.3m). Short term 
investments are fully vested in listed equity securities. 
 

 Short term investments to equity is sustained at 65.9% as at Jun’22 (FY21: 66.3%). Albeit market 
risk remains elevated as MRA has registered a loss of Rs. 250m on its portfolio.  
 

 MRA has a diversified portfolio having positions in high number of scrips, however, Oil & Gas 
(including E&P, Refinery and OMC’s) are 30% of the total portfolio in market value terms as 
at Jun’22.  
 

Figures in PKR’ Millions FY21 FY22 

Non-Current Assets 79 144 
- Long-term Investments - - 
- Others 79 144 
Current Assets 4,529 2,953 
- Trade Debts 1,098 809 
- Advances, Deposits, Prepayments etc. 482 264 
- Proprietary Investments 1,238 988 
- Cash & Bank Balances 49 38 
- Receivable against Margin Financing 1,661 846 

Table 5: Asset Mix 
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Capitalization indicators remained adequate 
 

 In the wake of loss incurred this year, Equity of 
MRA dropped from 1,868.7m in FY21 to 
1,499.3m in FY22. 
 

 Gearing and leverage ratios have reduced to 0.52x 
and 0.91x respectively in FY22 from 0.65x and 
1.24x in FY21. The decrease is attributable to 
lower debt drawdowns and decline in current liabilities.  

 

Corporate governance framework is adequate 

 At present, the board of director is represented by three members, inclusive of an independent 
director. However, increasing the board size and inclusion of independent directors in tandem 
with the board size may enhance its governance levels. 
  

 Audit committee is also present. However, the members are the same as in the board of 
directors, hence, improvement lies here as well. 
 

 The Company is audited by Rahman Sarfaraz Rahim Iqbal Rafiq Chartered Accountants, 
classified in ‘Category A’ of SBP’s Panel of Auditors. 
 

 As of now, MRA has no investment policy, they only venture for opportunities suitable for 
investment. 

 
FY21 FY22 

Total Equity 1,869 1,499 
- Paid-up Capital 750 750 
- Reserves 1,119 749 
- Surplus on Revaluation  - - 
Gearing (x) 0.65 0.52 
Leverage (x) 1.24 0.91 

Table 6: Capitalization (In PKR’ Millions, unless 

stated otherwise) 
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FINANCIAL SUMMARY (amounts in PKR millions)      Appendix I 

BALANCE SHEET FY17 FY18 FY19 FY20 FY21 FY22 

Trade Debts       162.6        208.2        138.4        407.4     1,098.3        809.0  

Long Term Investments        49.6         29.8         14.1            -              -              -    

Short term Investments        67.2        134.1        511.7        511.2     1,238.3        988.3  

Cash and Bank balances        12.6         28.8         21.2         26.9         48.7         38.1  

Total Assets    1,738.3     1,427.5     1,441.1     1,969.7     4,607.1     3,097.5  

Trade and Other Payables       261.9        343.8        178.9        337.7        921.4        365.5  

Short term borrowings       160.9        357.0        345.6        441.4     1,443.3        919.2  

Paid Up Capital       275.0        400.0        750.0        750.0        750.0        750.0  

Net Worth (excluding revaluation surplus)       537.4        704.6        849.9     1,007.1     1,868.7     1,499.3  

         

INCOME STATEMENT  FY17   FY18   FY19   FY20   FY21   FY22  

Total Revenue       515.3        310.7        303.0        612.3     2,223.7        481.2  

Brokerage Income       388.3        249.8        322.4        489.5     1,469.6        767.2  

Dividend Income          2.9           3.7         11.5           7.4         17.9         22.7  

Administrative Expenses       295.2        151.8        188.2        361.0     1,196.5        745.7  

Finance Costs        25.0           9.1         32.1         54.8         66.7         85.2  

Profit Before Tax       195.0        147.4         82.7        196.5        959.6       (350.5) 

Profit After Tax       147.7         56.8         32.6        160.6        828.7       (369.4) 

              

RATIO ANALYSIS FY17 FY18 FY19 FY20 FY21 FY22 

Liquid Assets to Total Liabilities 6.6% 22.5% 90.1% 55.9% 47.0% 64.2% 

Liquid Assets to Total Assets 4.6% 11.4% 37.0% 27.3% 27.9% 33.1% 

Leverage 1.43 1.03 0.70 0.96 1.24 0.91 

Gearing 0.59 0.51 0.47 0.51 0.65 0.52 

Current Ratio (x) 1.88 1.88 2.55 2.17 1.66 1.88 

Efficiency (%) 65.5% 50.6% 52.4% 68.7% 78.8% 89.2% 

ROAA (%) N/A 3.6% 2.3% 9.4% 25.2% -9.6% 

ROAE (%) N/A 9.1% 4.2% 17.3% 57.6% -21.9% 
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ISSUE/ISSUER RATING SCALE & DEFINITIONS Appendix II 
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REGULATORY DISCLOSURES Appendix III 

Name of Rated Entity MRA Securities Limited 

Sector Brokerage 

Type of Relationship Solicited 

Purpose of Rating Entity Rating 

Rating History 

Rating Date 
Medium to  

Long 
Term 

Short 
Term 

Rating 
Outlook 

Rating 
Action 

RATING TYPE: ENTITY 
  11-11-2022                  A-                        A-2          Negative     Maintained 

18-10-2021 A- A-2 Stable Reaffirmed 
21-12-2020 A- A-2 Stable Reaffirmed 
03-01-2020 A- A-2 Stable Initial 

 

Instrument Structure N/A 

Statement by the Rating 
Team 

VIS, the analysts involved in the rating process and members of its rating 
committee do not have any conflict of interest relating to the credit rating(s) 
mentioned herein. This rating is an opinion on credit quality only and is not 
a recommendation to buy or sell any securities. 

Probability of Default 

VIS’ ratings opinions express ordinal ranking of risk, from strongest to 
weakest, within a universe of credit risk. Ratings are not intended as 
guarantees of credit quality or as exact measures of the probability that a 
particular issuer or particular debt issue will default. 

Disclaimer 

Information herein was obtained from sources believed to be accurate and 
reliable; however, VIS does not guarantee the accuracy, adequacy or 
completeness of any information and is not responsible for any errors or 
omissions or for the results obtained from the use of such information. 
Copyright 2022 VIS Credit Rating Company Limited. All rights reserved. 
Contents may be used by news media with credit to VIS. 

Due Diligence Meeting 
Conducted 

Name Designation Date 

Mr. Muhammad Farhan Chairman 
October 11, 2022 

Mr. Zubair Compliance Officer 
 


