A Alfalah

CLSA

Sarah Rehman, CFA

Pakistan Banks

Profitability to remain strong

sarah.rehman@alfalahclsa.com
+92-21-35645090-95 (Ext:338)

30 July 2024

Pakistan

Banks

Banks vs. KSE100 performance

NII to increase and PAT to decline sequentially

AFSCLSA Banking Universe is expected to post strong profits in 2QCY24, amidst
sequential decline of ~9%. Net interest income is anticipated to jump by ~6% QoQ.
However, provisioning expenses are projected to rise QoQ. Moreover, strong
dividend payouts (quarterly payments) shall continue. Recall that most of the
banks in AFSCLSA universe have started quarterly payouts.

Net interest income to rise QoQ: Net interest income is projected to rise slightly
(~6%) QoQ. Note that SBP began monetary easing cycle in June 2024, minimal
impact might be reflected in the upcoming results.

Profit after tax to decline QoQ: Profit after tax is expected to decline QoQ by ~9%,
along with a rise in provisioning expenses. This is in stark contrast to last quarter
(Ex-BAHL) that saw some provisioning reversals. Operating expenses shall also be
on the higher side as inflationary pressures remain. Gain on securities is anticipated
to be lower this quarter as UBL booked huge gains in 1QCY24.

Dividend payouts to continue: Impressive dividend payouts shall continue in the
second quarter as well. All banks in Alfalah CLSA Banking Universe (Ex-BIPL) are
expected to pay quarterly dividends.

Outlook: We anticipate policy rate to end at 17/14% by Dec-24/25. CY25 earnings
are anticipated to decline YoY as policy rate goes down, however, the decline shall
be contained due to deposit growth.

Bank-wise profitability-2QCY24

EPS (PKR) 2QCY24E 1QCY24 2QCY23 QoQ YoY
MCB 14.3 15.0 12.4 -4.8% 15.6%
HBL 10.8 104 8.9 3.7% 21.5%
UBL 9.1 13.1 10.4 -30.1% -12.2%
ABL 8.3 10.1 8.7 -17.9% -4.2%
MEBL 13.9 14.2 9.7 -1.9% 44.1%
BAHL 7.9 9.2 6.8 -14.0% 15.9%
HMB 6.1 5.5 5.8 12.4% 5.2%
FABL 3.4 4.4 2.9 -22.2% 18.1%
BIPL 2.7 2.9 3.0 -6.4% -8.8%

Source: Company Account, Alfalah CLSA Research

Bank-wise dividends-2QCY24
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Important disclosures Pakistan Banks

Analyst certification

The research analyst(s) 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 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 any of its close relatives do not have a financial interest in the securities of the subject
company aggregating more than 1% of the value of the company. Additionally, the research analyst
or its close relative have neither served as a director/officer in the past 3years nor received any
compensation from the subject company in the past 12 months.

Important disclosures/disclaimers

The report has been prepared by Alfalah CLSA Securities (PVT) LTD. (Formerly Alfalah Securities (PVT)
LTD) and is for information purpose only. The information and opinions contained herein have been
compiled or arrived at based upon information obtained from sources, believed to be reliable and in
good faith. Such information has not been independently verified and representation expressed or
implied is made as to its accuracy, completeness or correctness. All such information and opinions are
subject to change without notice. Descriptions of any company or companies or their securities
mentioned herein are not intended to be complete and this document is not, and should not be
construed as, an offer, or solicitation of an offer, to buy or sell any securities or other financial
instruments.

Research Dissemination Policy

Alfalah CLSA Securities (PVT) LTD. (Formerly Alfalah Securities (PVT) LTD) endeavours to make all
reasonable efforts to disseminate research to all eligible clients in a timely manner through either
physical or electronic distribution such as mail, fax and/or email. Nevertheless, not all clients may receive
the material at the same time.

Company Specific Disclosures

Alfalah CLSA Securities (PVT) LTD. (Formerly Alfalah Securities (PVT) LTD) or any of its officers and
directors does not have a significant financial interest (above 1% of the value of the securities) of the
subject company. However, BAFL and IFC, being associates of Alfalah CLSA Securities (PVT) LTD.
(Formerly Alfalah Securities (PVT) LTD), may trade or have significant financial interest, under normal
course of business, in the subject company from time to time. Alfalah CLSA Securities (PVT) LTD.
(Formerly Alfalah Securities (PVT) LTD) may, to the extent permissible by applicable law or regulation,
use the above material, conclusions, research or analysis in which they are based before the material is
disseminated to their customers. Alfalah CLSA Securities (PVT) LTD. (Formerly Alfalah Securities (PVT)
LTD), their respective directors, officers, representatives, employees and/or related persons may have
a long or short position in any of the securities or other financial instruments mentioned or issuers
described herein at any time and may make a purchase and/or sale, or offer to make a purchase and/or
sale of any such securities or other financial instruments from time to time in the open market or
otherwise. Alfalah CLSA Securities (PVT) LTD. (Formerly Alfalah Securities (PVT) LTD) may make
markets in securities or other financial instruments described in this publication, in securities of issuers
described herein or in securities underlying or related to such securities. Alfalah CLSA Securities (PVT)
LTD. (Formerly Alfalah Securities (PVT) LTD) may have recently underwritten/or in the process of
underwriting the securities of an issuer mentioned herein. Alfalah CLSA Securities (PVT) LTD. (Formerly
Alfalah Securities (PVT) LTD) may also have provided/providing advisory services to the issuer
mentioned herein.

Rating System

Alfalah CLSA Securities (PVT) LTD. (Formerly Alfalah Securities (PVT) LTD) uses a 3-tier rating system
i.e Buy, Hold and Sell, based on the level of expected return. Time horizon is usually the annual financial
reporting period of the company. A Buy rating is assigned to any company when its total return exceeds
15%. A Sell rating is issued whenever total return is less than 0% and for return in between the 2 ranges,
Hold rating is meted out. Ratings are updated on a daily basis and can therefore change accordingly.
They can change because of a move in the stock's price, a change in the analyst's estimate of the stock's
fair value, a change in the analyst's assessment of a company's business risk, or a combination of any of
these factors.
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