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Management Conference Call

The management of HBL held an analyst briefing today to discuss the CY23 results and give an outlook of the bank’s strategy going forward. Below

are the key takeaways.

Brief Takeaways

▪ To recall, HBL announced earnings (PAT) for 4QCY23 at PKR 14.8bn (EPS: PKR 10.12, CY23: PKR 39.32), depicting an increase of 39% YoY |

-11% QoQ (4QCY22 EPS: PKR 7.27, CY22: PKR 23.23). This jump in overall earnings was mainly on the back of growth in total revenue during

the year. Along with the result, the bank announced a final DPS of PKR 4, taking the total dividend for the year to PKR 9.75/share (CY22: PKR

6.75/share).

▪ The bank's total deposits stood at PKR 4.1trn as of Dec’23, marking a rise of ~19.4% compared to Dec’22. Domestic deposits, on average, saw

an uptick of PKR 357bn to reach PKR 3.1trn in CY23, with the majority of growth stemming from low-cost deposits. the bank is targeting a

deposit growth rate of 18-19%, aligning with the M2 growth rate.

▪ The investment portfolio remained highly liquid, primarily allocated to T-bills and floating rate PIBs in Dec’23, totaling PKR 2.6trn. Of this, 17%

was invested in T-bills (PKR 424bn), 19% in Fixed Rate PIBs (PKR 494bn), and ~41%, equivalent to PKR 1.1trn, in Floating Rate PIBs.

▪ There was a reduction of PKR 12.3bn in the investment deficit due to the recovery in Pakistan's Eurobond yields. Moreover, the management

reported that the average yield on the banking book is ~19.6%, while the yield on the trading book stands at ~21.6%.

▪ Bank’s ADR as at Dec’23 declined to 44.9% as compared to 51.4% in Dec’22, mainly on the back of credit demand slowdown. For CY24, the

management anticipates the loan book to grow by ~12-13% YoY, representing a growth rate in the low teens.

▪ As of Dec’23, the infection ratio stood at 5.2%, with total coverage reaching 101.4%. Management is optimistic that as advances increase, the

infection ratio will either stabilize or decrease in the future. They expressed confidence in the current asset quality and foresee no additional

significant non-performing loans.

▪ HBL anticipates that the monetary policy will remain unchanged in the upcoming Mar’24 meeting, with a likely cut expected in Apr’24.

Furthermore, HBL expects the policy rate to reach around the 17-17.5% by the end of CY24.
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▪ The implementation of IFRS-9 is expected to result in an impact of ~PKR 19bn on the Bank's equity. However, the SBP has permitted the

phased-wise transfer of this impact for the calculation of Tier-I capital over a five-year period. During the first year of implementation, an impact of

~PKR 1.9bn is projected on Tier-I capital. The remainder will be phased in gradually over a span of five years to ensure that CAR levels are not

adversely affected.

▪ Regarding the potential implementation of ADR tax, management acknowledges the likelihood of its imposition. However, they advocate for a

more suitable approach that considers average weekly balances. They believe that relying on period-end numbers, which banks can manipulate,

may not effectively promote lending.

▪ Legal charges amounting to ~PKR 10.7bn were incurred during the year, arising from the New York litigation case. Management remains

assured of the strength of their case and intends to continue pursuing it. However, there are currently no further updates available on the matter.

2

AHL Brief Note: Commercial Banks

REP-300
06-Mar-2024

Habib Bank Limited
Corporate Briefing Takeaways

Analyst: 
Sana Tawfik
Sana.tawfik@arifhabibltd.com
Contact: +92-21-32462589

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.


