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Companies can buy back shares now through exchange only  

� Recently two companies have announced to buy back their own shares from their company funds. Netsol Technologies (NETSOL) in its notice sent to the exchange on April 11, 2022

announced board decision to buy back 2mn shares (2% of the paid up capital) worth Rs201mn. Similarly, Maple Leaf Cement (MLCF) on April 19, 2022 announced its board’s

recommendation to buy back up to 25mn shares (2% of the paid up capital) worth Rs855mn.

� Companies have option to hold buy back shares as treasury shares or cancel them altogether. Purpose of buy back for NETSOL is Treasury Shares and for MLCF it is Cancellation.

� This treasury stock or buy back transactions are common in developed markets but in Pakistan this is a new trend. Recently, some changes were made in buy back regulations

through amendment in Companies Act 2017 (amendment dated Dec 4, 2021).

� As per the amendment, the purchase of shares can only be made through the securities exchange and not through tender offer. Previously, purchase of shares could be made

through a tender offer or through the exchange.

� These changes along with attractive valuations may have compelled these 2 firms to buy their own shares. In last few years, similar buy backs were announced as per the ‘’Listed

Companies (Buyback of shares) regulations, 2019”.

� After the buy back regulations in 2019 companies like Arif Habib Corporation (AHCL), Arif Habib Limited (AHL), JS Investments (JSIL), JS Global (JSCL) and Nishat Chunian Limited

(NCL) announced treasury stocks. However, few companies were not able to execute the buy back as share price rallied as they had opted to buy back through a tender offer. Out of

the five companies that had announced buy back, JSIL and NCL were not able to completely buy back the originally intended shares. Now based on spot price purchase formula that

will not happen.

� Treasury stocks results in improvement in EPS due to lower number of shares and improvement in breakup value of the share. Theoretically, treasury stocks are often used by

companies to improve their valuations and to give positive signal to the shareholders.

� As per our back of the envelop calculations, NETSOL and MLCF EPS will increase marginally by around 1%-2% after buy back announcement.

� We believe recent changes in buy back regulations will help companies unlock their valuations. We also believe that more companies can enhance their shares valuation by following

this trend.
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Buy Back of Shares - Eligibility Criteria

Listing Period Listed at PSX for a minimum of 03 years   

Criteria
The company must not be in defaulters counter. The board must not recommend buy back if winding up proceedings of company has

commenced or merger/demerger of the company is approved or public offer for acquisition of shares has been made  

Minimum Capital / Free float Company considering buy back, must be meeting the minimum capital and free float criterion

Special Resolution A Special Resolution of members must be passed prior to proceeding ahead

Funds availability The Board is required to provide an undertaking confirming the available of funds for buy back

Periodicity Minimum of 6 months from the date of an earlier general meeting where resolution was disapproved, if disapproved earlier

Source: Listed Companies (Buyback of shares) regulations, 2019



Year Number of Shares % of Capital Buy Back Price Treatment Regulation

2019 45,375,000 10% PKR 27 Cancellation Listed Companies (Buy Back of 

Shares) Regulations, 2019

Year Number of Shares % of Capital Buy Back Price Treatment Regulation

2019 6,600,000 10% PKR 35 Cancellation Listed Companies (Buy Back of 

Shares) Regulations, 2019

Year Number of Shares % of Capital Buy Back Price Treatment Regulation

2019 27,934,840 34.8% PKR 18 Cancellation Listed Companies (Buy Back of 

Shares) Regulations, 2019

Year Number of Shares % of Capital Buy Back Price Treatment Regulation

2019 7,450,000 19.60% PKR 55 Cancellation Listed Companies (Buy Back of 

Shares) Regulations, 2019

Year Number of Shares % of Capital Buy Back Price Treatment Regulation

2019 32,000,000 13.32% PKR 32 Cancellation Listed Companies (Buy Back of 

Shares) Regulations, 2019

Selected transactions under Buy Backs Regulations, 2019
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The research analyst(s), denoted by an “AC” on the cover of this report, primarily involved in the preparation of this report, certifies that (1) the views expressed in this report accurately reflect his/her personal

views about all of the subject companies/securities/sectors and (2) no part of his/her compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this

report.

Furthermore, it is stated that the research analyst or its close relative have neither served as a director/officer in the past 3 years nor received any compensation from the subject company in the past 12

months.

Additionally, as per regulation 8(2)(i) of the Research Analyst Regulations, 2015, we currently do not have a financial interest in the securities of the subject company aggregating more than 1% of the value of

the company.

Rating System

Topline Securities employs three tier ratings system to rate a stock, as mentioned below, which is based upon the level of expected return for a specific stock. The rating is based on the following with time

horizon of 12-months.

Rating Expected Total Return

Buy Stock will outperform the average total return of stocks in universe 

Neutral Stock will perform in line with the average total return of stocks in universe

Sell Stock will underperform the average total return of stocks in universe

For sector rating, Topline Securities employs three tier ratings system, depending upon the sector’s proposed weight in the portfolio as compared to sector’s weight in KSE-100 Index:

Rating Sector’s Proposed Weight in Portfolio

Over Weight > Weight in KSE-100 Index

Market Weight = Weight in KSE-100 Index

Under Weight < Weight in KSE-100 Index

Ratings are updated daily to account for the latest developments in the economy/sector/company, changes in stock prices and changes in analyst’s assumptions or a combination of any of these factors.

Valuation Methodology

To arrive at our 12-months Target Price, Topline Securities uses different valuation methods which include: 1). Present value methodology, 2). Multiplier methodology, and 3). Asset-based methodology.

Research Dissemination Policy

Topline Securities endeavors to make all reasonable efforts to disseminate research to all eligible clients in a timely manner through either physical or electronic distribution such as email, fax mail etc.

Nevertheless, all clients may not receive the material at the same time.

Disclaimer

This report has been prepared by Topline Securities and is provided for information purposes only. Under no circumstances this is to be used or considered as an offer to sell or solicitation of any offer to buy.

While reasonable care has been taken to ensure that the information contained therein is not untrue or misleading at the time of publication, we make no representation as to its accuracy or completeness and

it should not be relied upon as such. From time to time, Topline Securities and/or any of its officers or directors may, as permitted by applicable laws, have a position, or otherwise be interested in any

transaction, in any securities directly or indirectly subject of this report. This report is provided only for the information of professional advisers who are expected to make their own investment decisions

without undue reliance on this report. Investments in capital markets are subject to market risk and Topline Securities accepts no responsibility whatsoever for any direct or indirect consequential loss arising

from any use of this report or its contents. In particular, the report takes no account of the investment objectives, financial situation and particular needs of investors, who should seek further professional

advice or rely upon their own judgment and acumen before making any investment. The views expressed in this report are those of Topline Research Department and do not necessarily reflect those of Topline

or its directors. Topline as a firm may have business relationships, including investment-banking relationships, with the companies referred to in this report.

All rights reserved by Topline Securities. This report or any portion hereof may not be reproduced, distributed or published by any person for any purpose whatsoever. Nor can it be sent to a third party 

without prior consent of Topline Securities. Action could be taken for unauthorized reproduction, distribution or publication.

Analyst Certification and Disclosures
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