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Banks CY20 results preview

. We present 4Q/CY20 previews for our banking sector coverage. EPS estimates

. We expect our coverage universe to register a decline in earnings to the tune of 6%YoY/25%QoQ during 4QCY20. 4QCY20E YoY QoQ CY20E YoY

. Deposits of all the scheduled banks have recorded a 22.2.%YOY growth in Dec’20 that is the highest growth during the BAFL 1.64 16% 6% 6.33 -11%
past 13 and a half years after 24.2%YoY growth reported in Jun’07. BAHL 5 65 299% 50% 14.47 4%

. Total advances of all the scheduled banks increased by 4.2% during CY20 compared to 3.4% in CY19, bringing down ' e TR ' ?
ADR from 55.8% a year ago to 47.5% in Dec’20. BOP 0.60 -23%  -27% 281 -10%

. Higher deposits were largely placed in government papers and total investments of all the scheduled banks during  HBL 5.52 21%  -19% 2269 117%
CY20 increased by 40%YoY taking the IDR to 64.5% compared to 54.7% a year ago. MCB 6.22 4% -26% 25.97 29%

. . . . o g . o .
During 4QCY20,.NII.of the sector is expected to dip 10%QoQ while it is expected to increase by 9% on YoY basis as a MEBL 598 8% -34% 15.76  190%
result of expansion in balance sheets.

. Revival of economic activities during 4QCY20 is likely to result in a 5%QoQ growth in fee income that is expected to usL 3.44 13%  -11% 16.24 4%
remain flat on YoY basis. Source: Company Accounts, Next Research

. We have not incorporated any capital gains in our estimates that do pose a risk to our estimates.

DPS estimates

. Nominal increase is expected in operating expenses.
. 4QCY20E CY20E

Provisions charge is expected to fall on QoQ basis while still remaining higher on YoY basis, as a lot of banks booked

huge general provisions during 3QCY20. BAFL 1.00 3.00
. From our coverage universe, HBL is the only bank that is expected to report a positive growth number for 4QCY20 on BAHL >.00 >.00

YoY basis. BOP 0.75 0.75
° CY20 earning however, are expected to register a jump of 33%YoY due to 26bps increase in NIMs despite 625bps HBL 10.00 11.25

reduction policy rate during the year (23% growth expected in NI}, and significantly higher capital gains compared to MCB 15.00 20.00

capital losses last year. Heavy provisions were also witnessed during the year, which also include general provisions MEBL 2.00 6.00

that the banks booked to safeguard their asset quality going forward. UBL 8.50 11.00
. Along with the results the banks in general are expected to announce final cash dividends whereas MCB, HBL and UBL  Source: Company Accounts, Next Research

from our coverage universe and ABL outside our coverage, are expected to announce cumulative dividends as their

dividend payouts were suspended since Jun’20 as per the directive of the SBP.

. We remain over-weight on the banking sector with HBL, and UBL as our top picks. Shahab Faroogq

shahab.faroog@nextcapital.com.pk
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part of the compensation of the responsible analyst(s) named herein is, or will be, directly or indirectly, related to the specific recommendations or views expressed by the responsible
analyst(s) in this report.

Disclaimer

This information and opinion contained in this report have been complied by our research department from sources believed by it to be reliable and in good faith, but no
representation or warranty, express or implied, is made as to their accuracy, completeness or correctness. All opinions and estimates contained in the document constitute the
department’s judgment as of the date of this document and are subject to change without notice and are provided in good faith but without legal responsibility.

This report is not, and should not be construed as, an offer to sell or a solicitation of an offer to buy any securities. Next Capital Limited (the company) or persons connected with it may
from time to time have an investment banking or other relationship, including but not limited to, the participation or investment in commercial banking transactions (including loans)
with some or all of the issuers mentioned therein, either for their own account or the ac- count of their customers. Persons connected with the company may provide or have provided
corporate finance and other services to the issuer of the securities mentioned herein, including the issuance of options on securities mentioned herein or any related investment and
may make a purchase and/or sale, or offer to make a purchase and/or sale of the securities or any related investment from time to time in the open market or otherwise, in each case
either as principal or agent.
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This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”,
“forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions.
Such forward looking statements are based on assumptions made and information currently available to us and are subject to certain risks and uncertainties that could cause the actual
results to differ materially from those expressed in any forward looking statements. Readers are cautioned not to place undue relevance on these forward looking statements. NCEL
expressly disclaims any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to

reflect the occurrence of unanticipated events.

Exchange rate fluctuations may affect the return to investors. Neither the company or any of its affiliates, nor any other person, accepts any liability whatsoever for any direct or
consequential loss arising from any use of this report or the information contained therein.

Next Capital Limited, its respective affiliate companies, associates, directors and/or employees may have investments in securities or derivatives of securities of companies mentioned
in this report, and may make investment decisions that are inconsistent with the views expressed in this report.




