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Commercial Banks
BAFL: 4QCY23 Management Call Takeaways

= Bank Alfalah Limited (BAFL) held an investor briefing session to discuss the
4QCY23 financial results and provide key insights on the future outlook of
the Company.

*  Going forward, the bank aims to sustain its growth strategy through
volumetric expansion by expanding its branch network and increasing its
market share. The Bank expects a deposit growth of 15-20% in CY24.

=  When asked about the expectation on the policy rate cut, the
management mentioned that it expects a rate cut of 100bps in the next
monetary policy scheduled in April.

=  Moreover, the management also disclosed that the bank is contemplating
the possibility of quarterly dividend payouts. However, the final decision
rests with the Board.

Bank Alfalah Limited (BAFL) held an investor briefing session to discuss the
4QCY23 financial results and provide key insights on the future outlook of
the Company.

BAFL earnings grew by +2.2xy/y to PKR 5.84/share during 4QCY23

The Company reported consolidated 4QCY23 earnings of PKR 9.2bn (EPS
PKR 5.84), up +2.2xy/y compared to PKR 4.1bn (EPS PKR 2.61) in the
similar period last year. On quarterly basis, profitability was up by +7%q/q
during 4QCY23. This brings total CY23 profitability to PKR 36.5bn (EPS PKR
23.12), up by 2.2xy/y. The Company announced cash dividend of PKR
5.0/share along with the result. Earnings improved mainly on the back of
increase in net interest income amid high interest rates environment.

Key highlights from management conference call

= The Bank highlighted that it has successfully crossed the 1,000
mark of operating branches including over 350 Islamic banking
branches and 1 digital lifestyle branch. The Bank plans to open
150 new branches in CY24 out of which 100 will be Islamic.

= The Management also disclosed that the Bank’s Capital Adequacy
Ratio stands at 16.74% as of December 31, 2023, which is well
above the minimum threshold limit set by SBP.
Analyst
= During CY23, the bank’s deposits recorded a remarkable growth
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current deposits grew by ~20%y/y leading to a market share of
7.2%.

*= The Bank'’s Investments portfolio increased by 86%y/y consisting
of 15% fixed PIBs, 20% T-Bills and the remaining portion is
invested in floater PIBs.

= However, Advances remained flat during the year reflecting the
Bank’s cautious approach to lending. Therefore, the gross ADR
ratio declined to 37.3% as compared to 51.5% last year.

» The Bank’s Coverage ratio for the year stood at 112.2% whereas
NPL ratio stood at 4.8%.

»=  Admin Expenses witnessed a growth of 30%y/y in CY23 due to
inflation and several additional expenses incurred by the bank
such as branch expansion, technology and marketing
expenditures.

= ROE of the bank clocked in at 32.5% in CY23 jumping from 19.5%
in CY22.

» Going forward, the bank aims to sustain its growth strategy
through volumetric expansion by expanding its branch network
and increasing its market share. The Bank expects a deposit
growth of 15-20% in CY24.

=  When asked about the expectation on the policy rate cut, the
management mentioned that it expects a rate cut of 100bps in
the next monetary policy scheduled in April.

= Moreover, the management also disclosed that the bank is
contemplating the possibility of quarterly dividend payouts.
However, the final decision rests with the Board.
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Sell if target price on aforementioned security (ies) is less than -10%, from its last closing price(s)

Risk: Investment in securities are subject to economic risk, market risk, interest rate risks, currency risks, and credit risks, political and geopolitical
risks. The performance of company (ies) covered herein might unfavorably be affected by multiple factors including, business, economic, and
political conditions. Hence, there is no assurance or guarantee that estimates, recommendation, opinion, etc. given about the security
(ies)/company (ies) in the report will be achieved.

Basic Definitions and Terminologies used: Target Price: A price target is the projected price level of a financial security stated by an investment
analyst or advisor. It represents a security's price that, if achieved, results in a trader recognizing the best possible outcome for his investment, Last
Closing: Latest closing price, Market Cap.: Market capitalization is calculated by multiplying a company's shares outstanding by current trading
price. EPS: Earnings per Share. DPS: Dividend per Share. ROE: Return on equity is the amount of net income returned as a percentage of
shareholders’ equity. P/E: Price to Earnings ratio of a company's share price to its per-share earnings. P/B: Price to Book ratio used to compare a
stock's market value to its book value. DY: The dividend yield is dividend per share, divided by the price per share.
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