
30 April 2025

Management Conference Call

MCB bank’s senior management held an analyst briefing today to discuss financial performance of 1QCY25 and the future outlook.

Brief Takeaways

▪ To recall, MCB announced its earnings (Profit After Tax) for 1QCY25 at PKR 14.7bn, with an EPS of PKR 12.4. This reflects a decline of 18% YoY while increased by

39% QoQ (4QCY24 EPS:PKR 8.9). Along with the result, MCB announced cash dividend of PKR 9.0/share.

▪ Deposits increased to PKR 2.1trn in Mar’25 compared to PKR 1.9trn in Dec’24, resulting in a market share of 6.0%. Moreover, for CY25, MCB is targeting a 25% increase

in current accounts, aiming for a 55% current account concentration within total deposits. The entire strategic focus of the bank is centered around mobilizing current

accounts, with savings deposits growing at a slower rate.

▪ The revised MDR had minimal impact on MCB’s conventional operations, affecting only a few institutional clients (FI, corporate, and PLCs) with an estimated cost of PKR

80–85mn. In contrast, MCB Islamic was more affected, due to its retail-heavy deposit base, experiencing an impact of over PKR 2bn, part of which was reflected in 1Q.

▪ Management acknowledged that borrowings as a percentage of deposits had increased to around 29%, which is elevated versus MCB’s historical averages.

▪ MCB’s leverage ratio stands at 6.18%, well above the regulatory minimum of 3%. According to management, borrowings are being used tactically due to available

arbitrage opportunities, particularly in OMOs and floaters, where spreads of 110–120 bps over 10-year terms are currently achievable.

▪ Management expects the SBP to maintain the status quo in the upcoming May’25 monetary policy meeting. If macroeconomic fundamentals support it, the policy rate

may decline by 100 to 150bps in the 2HCY25. The management expects interest rates to bottom out at 10.5%,

▪ MCB reported that during 1QCY25, the weighted average yield on fixed-rate PIBs was ~13%.The yield on floating-rate instruments stood at 13.54% and the T-bill yield for

the quarter averaged around 12.6%. Management informed the major re-pricing will occur in 2QCY25.

▪ As of Mar’25, the bank’s CAR stood at 19.10%, comfortably above the regulatory requirement of 11.5%.

▪ The bank’s coverage ratio as of Mar’25 was 94.13%, while the infection ratio stood at 6.61%.

▪ The consumer loan portfolio grew to PKR 40bn in Mar’25, a 7% QoQ increase. While still conservative (under 5% of total loans), MCB plans to grow this gradually at 10–

15% per quarter, with a medium-term target of 10% of total loans.

▪ Approximately 100 new branches have been added over the past three years, and the bank plans to open another 150 to 200 branches in the next two years, subject to

approvals and market conditions.

▪ We maintain our Buy recommendation on MCB Bank Limited, with a Dec'25 target price of PKR 374/share. The stock is currently trading at forward P/B multiples of 1.2x

for CY25e and 1.1x for CY26f
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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.


