
30 October 2024

Management Conference Call

UBL senior management held an analyst briefing today to discuss financial performance of 3QCY24 and the future outlook.

Brief Takeaways

• To recall, UBL reported its 3QCY24 earnings at PKR 18.7bn (EPS: PKR 15.3), surging up by 27% YoY | 26% QoQ. For 9MCY24, total earnings amounted to PKR

48.2bn, marking a 16% YoY increase. The rise in earnings on YoY basis is fueled by a jump in non-funded income and provisioning reversal. The bank also

announced a cash dividend of PKR 11.0/share in 3QCY24 along with the result taking total payout for 9MCY24 to PKR 33.0/share

• UBL disclosed that its gross Advance-to-Deposit Ratio (ADR) has risen to 50% as of now, though it stood at 25.7% in Sep’24. This increase was primarily due to

PASSCO lending (~PKR 200bn), some other lending, and the reduction of high-cost deposits. The bank is focused on a tailored lending approach, emphasizing

company-specific evaluations rather than sector-specific criteria.

• The bank is gradually reducing its OMO borrowing, which decreased by PKR 1trn in 3QCY24. Moreover, the management noted that the bank participated in the

government’s T-bill buybacks.

• The Bank does not have a specific Capital Adequacy Ratio (CAR) target but aims to sustain profitability and dividend stability.

• UBL’s investment portfolio is heavily weighted in government securities, holding PKR 3.3bn in T-bills at a yield of 20.5%, PKR 1.2bn in fixed-rate PIBs at 15.9%, and

PKR 1.6bn in floating-rate PIBs at 20.9%, totaling PKR 5.99bn with an average yield of 19.7%.

• The bank also has an unrealized gain of PKR 52bn (net of tax) on its investment portfolio, which it anticipates will bolster Net Interest Income (NII) and capital gains.

• UBL’s deposits grew by 21% YoY to PKR 2.8trn, largely attributable to branch network expansion.

• The management also shared that they are transitioning all operations in Baluchistan and KPK to Islamic banking and are in active discussions with the SBP to

facilitate this shift.

• The bank’s effective tax rate increased due to an additional charge related to the divestment of its UK subsidiary.

• The bank is in ongoing discussions with the SBP about the potential acquisition of Silk Bank.

• The SBP granted UBL a temporary concession on its leverage ratio, currently below the required level, set to expire on 1st Jan’25. Management expects the

leverage ratio to meet regulatory standards by Dec’24, driven by strong equity, improved profitability, and substantial T-Bill maturities.

• UBL sustained a strong payout ratio during the high-interest-rate period, backed by proceeds from its UK operations sale and record-high yields.

• Management anticipates the policy rate to bottom out around 12%-13%, after which they expect the SBP to hold steady.
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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.
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