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Commercial Banks

Exhibit: Financial Highlights
(PKRmn) 4QCY23e 4QCY22a YoY CY23e CY22a YoY QoQ
Earnings per Share

= As CY23 concludes, the banking sector has wrapped up the year on a positive

note, benefitting from following key factors: Firstly, the impact of asset

repricing has led to improved NIMs for banks. Secondly, a strategic focus on  \cg 16.73 11.60 44% 57.44 2900 98% 1%
building-up low-cost deposit portfolios served as a prudent precautionary gL 12.28 10.67 15% 46.33 2576 80% 2%
measure, mitigating the impact of a 600bps hike during the year. Lastly, BaAFL 5.89 261 125% 23.30 11.66 100% 5%
increased non-interest income, fueled by growth in fee earnings and PKR nHpL 11.59 7.27 59% 40.79 23.23 76% 2%
volatility, has further bolstered the sector's performance. ABL 10.22 751 36% 35.57 1856 92% 3%
= Qur projections indicate a substantial YoY profitability growth of +74% for the nBP 6.13 5.47 12% 24.61 14.49 70% 6%
banks within our coverage in CY23, with an anticipated 4Q surge of 46% YoY. AKBL 4.07 2.29 78% 14.14 9.71 46% 3%
= The AHL's banking universe outperformed the KSE100 by 4% in total returns, BOP 1.03 0.96 7% 2.81 3.25 -14% 37%
posting a return of 39% during the outgoing quarter (4Q). The AHL banking MEBL 15.96 9.11 75% 48.66 25.09 94% 11%
universe's performance stands out even more, exceeding the sector by an FABL 3.44 2.38 44% 11.55 7.54 53% 12%
impressive 34% and yielding a remarkable return of 88%. Dividend per Share
= Additionally, we project that banks will maintain capital reserves well above MCB 8.00 6.00 29.00 20.00
o _ ] o i UBL 11.00 9.00 44.00  22.00
the minimum requirement levels, with the likelihood of some, like AKBL, BAEL 3.00 250 6.00 5.00
resuming dividend payouts. Meanwhile, others such as FABL might consider HBL 2.25 1.50 8.00 6.75
increasing their quarterly dividend payout, driven by their optimistic earnings ABL 3.00 2.50 11.00 8.50
outlook and bolstered capital adequacy buffer. ZIE;L 2_0(; 2.0(;
* Moreover, the banking sector concluded CY23 with a record-high deposit figure gop . - . -
of PKR 27.8trn, reflecting a significant 24% YoY growth. Furthermore, by the MEBL 5.00 3.00 17.00 8.50
FABL 1.50 1.00 3.50 7.00

end of Dec’23, the banking industry witnessed a 4% QoQ increase in advances.

. . L Source: Company Financials and AHL Research, @ current shares
In contrast, deposits showed a more substantial growth of 6% QoQ, resulting in pany

the overall ADR for the banking sector reaching 44.4%. In addition, the IDR
surged to 90.8% as of Dec’23, indicating a substantial portion of banking
deposits allocated towards government securities.
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Exhibit: Banking Sector vs KSE100 Relative Exhibit: Banking Sector’s ADR vs IDR
Banking Sector ———KSE100 e Deposits = = = ADR (RHS) = = =IDR (RHS)
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Analyst Certification: The research analyst(s) is (are) principally responsible for preparation of this report. The views expressed in this research report accurately reflect the personal views of the analyst(s)
about the subject security (ies) or sector (or economy), and no part of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views
expressed by research analyst(s) in this report. In addition, we currently do not have any interest (financial or otherwise) in the subject security (ies). Furthermore, compensation of the Analyst(s) is not
determined nor based on any other service(s) that AHL is offering. Analyst(s) are not subject to the supervision or control of any employee of AHL’s non-research departments, and no personal engaged in
providing non-research services have any influence or control over the compensatory evaluation of the Analyst(s).

Equity Research Ratings

Arif Habib Limited (AHL) uses three rating categories, depending upon return form current market price, with Target period as Dec 2024 for Target Price. In addition, return excludes all type of taxes. For
more details, kindly refer the following table;

Rating Description

BUY Upside* of subject security(ies) is more than +15% from last closing of market price(s)

HOLD Upside* of subject security(ies) is between -15% and +15% from last closing of market price(s)
SELL Upside* of subject security(ies) is less than -15% from last closing of market price(s)

Equity Valuation Methodology

AHL Research uses the following valuation technique(s) to arrive at the period end target prices;
- Discounted Cash Flow (DCF)

. Dividend Discount Model (DDM)

- Sum of the Parts (SoTP)

- Justified Price to Book (JPTB)

. Reserved Base Valuation (RBV)

Risks: The following risks may potentially impact our valuations of subject security (ies);
= Market risk

= Interest Rate Risk

= Exchange Rate (Currency) Risk

Disclaimer: This document has been prepared by Research analysts at Arif Habib Limited (AHL). This document does not constitute an offer or solicitation for the purchase or sale of any security. This
publication is intended only for distribution to the clients of the Company who are assumed to be reasonably sophisticated investors that understand the risks involved in investing in equity securities. The
information contained herein is based upon publicly available data and sources believed to be reliable. While every care was taken to ensure accuracy and objectivity, AHL does not represent that it is
accurate or complete and it should not be relied on as such. In particular, the report takes no account of the investment objectives, financial situation and particular needs of investors. The information
given in this document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This information is subject to change without any
prior notice. AHL reserves the right to make modifications and alterations to this statement as may be required from time to time. However, AHL is under no obligation to update or keep the information
current. AHL is committed to providing independent and transparent recommendation to its client and would be happy to provide any information in response to specific client queries. Past performance is
not necessarily a guide to future performance. This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for any investment decision. The user
assumes the entire risk of any use made of this information. Each recipient of this document should make such investigation as it deems necessary to arrive at an independent evaluation of an investment
in the securities of companies referred to in this document (including the merits and risks involved), and should consult his or her own advisors to determine the merits and risks of such investment. AHL or
any of its affiliates shall not be in any way responsible for any loss or damage that may be arise to any person from any inadvertent error in the information contained in this report.

Disclosure required under Research Analyst Regulations, 2015:
In order to avoid any conflict of interest, we hereby disclosed that;
Arif Habib Limited (AHL) has a shareholding in HBL, NBP and BOP.
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