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Corporate Briefing Takeaways: Annual 2021

Commercial Banks

MCB Bank Limited

MCB Bank Limited (MCB) held its 2021 annual corporate briefing session yesterday. We highlight some of the key
takeaways from the meetings;

Operating results: To recall, the bank reported full year earnings of PKR 30.8bn (PKR 26/share) compared to last year
PKR 29.0bn (PKR 24.5/share), an increase of +6.1%y. Net-interest income of PKR 63.9bn (down by 10.4%y) and non-
interest income of PKR 20bn (up by +10.3%y). As a result total revenue of the bank stood at PKR 84bn (down by 6%y).
Moreover, the bank recorded operating expenses of PKR 36.9bn (up by +9%y) which deteriorated bank’s cost/income
ratio to 43.9% (last year: 37.9%). In addition, the bank booked a provisioning reversal of PKR 4.82bn compared to last
year provision charge of PKR 7.3bn.

Investments: As per the management insight as of current, MCB investment book is well positioned to benefit from the
rising interest rate environment. Total investment size as of Dec-21 stood at PKR 1,035.6bn (up by 1.9%y) of which bank
holds nearly PKR 659bn worth PIBs having average yield of 9.35%. In terms of break-up, ~65% are floating instruments
(3.5yrs duration), rest 35% are fixed (2.5yrs duration). Moreover, bank holds approximately PKR 325.5bn worth of
treasury bills major concentrate in shorter-term papers 3 & 6 months, with an average yield 7.37%. Roughly, PKR 174bn
of treasury bills have retired in Jan-22.

Advances: During 2021, bank’s gross advance increased by +23.7%y to PKR 635bn, taking its net ADR to 41.7% compared
to last year net ADR of 35.9%. Majority of this growth PKR 122bn in gross advances is led by corporate segment, PKR
102bn. Moreover, in order to avoid additional taxation, the management expects gross ADR to reach 50% by 2022, with
minimal impact on CAR. Nevertheless, given the rise in gross advances, non-performing loans growth remained tamed
bringing its loan infection ratio to Infection ratio of the bank dropped to 7.9% from 9.9% last year, along with coverage
ratio dropping to 90.83% from 98.87% last year. As a result, of reduced npl growth and coverage ratio, bank was able to
book in provision reversal of PKR 4.7bn against advances compared to a net charge of PKR 7.5bn last year. This recovery
also includes NIB Bank portfolio; of the total PKR 29bn bank has managed to recover so far PKR 7bn.

Deposits: Total deposit base of the bank reached PKR 1,411.8bn (up by +9.4%y). The growth in deposits however was
less than its peers banks, mainly due to competitive rates offered elsewhere. Breakup wise, current deposit share stood
at 40% slightly increasing from last year 38%. Management expects 15-20%y growth in 2022.

Capital: Bank’s Capital Adequacy Ratio (CAR) dropped to ~17%, due to increase advances growth, drop in surplus
revaluation and higher payout. Looking ahead, management suggests that despite looking at a higher advances growth
in 2022, overall capital will remain comfortable with minimal impact on payout ratio. Implementation of IFRS9 as per
management will take in Mar-22, and as for the bank, IFRS9 will initially have a positive impact on bank’s CAR due to
setting up of additional IFRS9 reserve.

Macro outlook: Bank management expects 50bps further rate hike in 2022, at the earliest monetary policy statement
(Mar-22).

Link: https://www.igisecurities.com.pk/downloads/research/MCBcbs2021.pdf
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Important Disclaimer and Disclosures

Research Analyst(s) Certification: The Research Analyst(s) hereby certify that the views about the company/companies and the
security/ securities discussed in this report accurately reflect his or her or their personal views and that he/she has not received and
will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report. The
analyst(s) is principally responsible for the preparation of this research report and that he/she or his/her close family/relative does
not own 1% or more of a class of common equity securities of the following company/companies covered in this report.

Disclaimer: The information and opinions contained herein are prepared by IGI Finex Securities Limited and is for information
purposes only. Whilst every effort has been made to ensure that all the information (including any recommendations or opinions
expressed) contained in this document (the information) is not misleading or unreliable, IGI Finex Securities Limited makes no
representation as to the accuracy or completeness of the information. Neither, I1GI Finex Securities Limited nor any director, officer
or employee of IGI Finex Securities Limited shall in any manner be liable or responsible for any loss that may be occasioned as
consequence of a party relying on the information. This document takes no account of the investment objectives, financial situation
and particular needs of investors, who shall seek further professional advice before making any investment decision. The subject
Company (ies) is a client of the IGI Finex Securities Limited and IGI Finex Securities offers brokerage services to Subject Company
(ies) on a regular basis, in line with industry practice. This document and the information may not be reproduced, distributed or
published by any recipient for any purpose. This report is not directed or intended for distribution to, or use by any person or entity
not a client of IGI Finex Securities Limited, else directed for distribution.

Rating system: IGI Finex Securities employs three tier ratings system, depending upon expected total return (return is defined as
capital gain exclusive of tax) of the security in stated time period, as follows:

Recommendation Rating System

Buy if target price on aforementioned security (ies) is more than 10%, from its last closing price(s)

Hold if target price on aforementioned security (ies) is in between -10% and 10%, from its last closing price(s)
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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