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Directors' Reoo rt to the Shareholders

Standalone Financial Statements of the Bank

On behalf of the Board of Directors, we are pleased to present the financial statements of National
Bank of Pakistan for the quarter ended March 31, 2019.

These financial statements have been prepared on revised format as advised by the state Bank of
Pakistan. For better clarity, understanding and comparison, the related numbers of 2018 have been
accordingly restated where necessary into these Financial Statement. Although the State Bank of
Pakistan has extended the implementation date of tFRS-16 till June 30, 2019, NBp has already adopted
IFRS-16 effective January 2019 and accordingly prepared the instant financial statements.

Bank's Performance Hichlishts:

Mark-up/interest income: During the quarter under review, the Bank earned mark-up/interest income
amounting to PKR 45.79 billion which is 45.9% higher than pKR 31.39 billion earned during the
corresponding period last year. This growth is attributed to the increase in discount rate, as well as a
volumetric growth in both investment and advances, Yoy. on the back of increased minimum profit
rates, the Bank's cost of deposits increased during the period and amounted to pKR 30.22 billion being
75% up against PKR 17.27 billion incurred during the corresponding period last year. Net mark-
up/interest income earned during the quarter under review amounted to pKR 15.57 billion, being
10.2% higher against PKR 14.12 billion earned during the corresponding period last year. During the
period under review, the Bank booked provision charge of PKR 2.25 billion against a net reversal of
PKR 3 million during the same period last year.

Non mark-up/non-interest income: During the quarter under review, the Bank's non-mark-up/interest
income also increased by 40.2% YoY and amounted to pKR 8.27 billion as against pKR 5.g9 billion
earned during the corresponding period last year. Despite tough market competition, the Bank
improved its earnings from fee & commission (PKR 4.02 billion) by 2.2%, and income from dealing in
foreign currencies (PKR 1.86 billion) by 521.1% due to sharp increase in the USD/PKR Forward premium
and proactive management of trading positions. Dividend income for the period is also higher by
220.9% and amounted to PKR 1.02 billion as against PKR 317.26 million for the corresponding period
prior year. Given the lacklustre performance of stock market, the Bank's gain on sales & redemption
on securities dropped to PKR 84.32 million as compared to pKR 888.72 million earned during the
corresponding quarter of last year.

Expense Management: Administrative expenses for the quarter under review amounted to pKR 12.95
billion, marginally higher by 3.2% as compared to pKR 12.45 billion for the corresponding quarter of
2018. Administrative expenses remained well controlled within the approved budget, and the periodic

For the quarter ended March 31, 2019, the Bank's unconsolidated pre-provision profit amounted to
PKR 10.98 billion which is 45.2% higher than PKR 7.57 billion for the corresponding period last year.
Pre-tax profit of the Bank amounted to PKR 8.73 billion as against PKR 7.57 billion for the corresponding
period of 2018, registering an increase of 15.3%. After-tax profit for the period under review amounted
to PKR 4.18 billion being 14.5% lower than PKR 4.89 billion earned during the corresponding period of
2018 due to higher taxation charge of 52% as compared to 35% for the corresponding period last year.
This represents after-tax return on average assets (RoA) of 0.7% (March '18 : 0.9%), and translates into
pre-tax and after-tax return on average equity of 23.5% (March '18 : 23.6%l and 11.2% (March '1.8 :

15.3%) respectively. Earnings per share amounted to pKR 1.97 as against pKR 2.30 for the
corresponding quarter ended March 31,2018.
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growth observed is in line with the industry norms. lncrease in the operating costs during the period
is mainly attributed to salaries & allowances, training & development and deposito/s protection
premium. Cost-to-lncome ratio for the quarter stood at 53.9%, significantly lower than 62.2% recorded
for the corresponding quarter of 2018.

Balance Sheet Review:

As of March 31, 2019 gross advances of the Bank amounted to PKR 1,046.11 billion which is slightly
lower than PKR 1,059.48 billion as at December 31, 2018. However, YoY, total advances stand
increased by PKR 175.65 billion or 20.3% as compared to PKR 869.46 billion of March 31, 2018.
Domestic advances, constituting 92% of the Bank's total loan portfolio, amounted to PKR 963 billion
(Dec '18: PKR 974 billion); whereas Overseas loans amounted to PKR 83.1 billion (Dec'18 : PKR 85.4
billion). Given the challenging economic environment and increasing interest costs, an accretion of
PKR 5.27 billion is observed in non-performing loans (NPLs) during the quarter ended March 31, 2019
which amounted to PKR 138.63 billion as against PKR 133.36 billion at the end of year 2018. This

translates into infection ratio of 13.25% as against 1259% as of December 31, 2018. NPLS are
adequately covered through the provisions as per regulatory requirements. As of March 31, 2019 total
provisions amounted to PKR 133.81 billion of which specific provisions amounted to PKR 126.54 billion.
Gross N PL Ratio, Net N PL Ratio (on the basis of specific provision) and provision coverage (on the basis

of specific provision) stood at 13.3%, 1.3% and 91.3% respectively as compared to 72.60/0,0.8%, and
94.7% at the end of 2018.

As of March 3L,2019, the Bank's investments at cost amounted to PKR 908.72 billion, being 28.8%
lower than PKR 1,276.28 billion as of December 31, 2018. Pursuant to the Bank's effective risk and

capital management strategy, the investment portfolio is efficiently diversified across zero weighted
risk treasury instruments & bonds, high dividend yielding equities and other interest bearing financial
instruments.

Total deposits of the Bank as of March 31, 2019 amounted to PKR 1,778.67 billion,lower by PKR232.7Z

billion (11.6%) as against PKR 2,011.38 billion as of December 31, 2018. The drop was observed due to
withdrawal by certain financial institutions. Customer deposits that form the core of Bank's funding
pool however remained stable. YoY, total deposits stand increased by PKR 110.1 billion or 6.5% as

compared to March 31, 2018. CASA Ratio (domestic) improved from 81.4% at December 31, 2018 to
81.5% at March 31, 2019.

Caoital Strensth & Adequacv:

NBP, being recently designated as Domestic Systemically lmportant Bank (D-SlB) by the State Bank of
Pakistan is required to comply with the enhanced minimum capital adequacy requirement that stand
increased by 1.5% from 11.90% in December 20L8lo 73.4% effective March 3L,2Of9. With a total
capital ratio of 75.29% as of March 31, 2019, the Bank is compliant with the enhanced regulatory
requirement with a buffer of 1.89%.

Credit Ratins:

Bank's credit rating is carried out by both, JCR-VlS and PACRA credit rating agencies. ln June 2018, they
both reaffirmed Bank's credit rating at 'AAA/A-1+' (Triple A/A-One Plus) with a 'Stable' Outlook.
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Total assets of the Bank as at March 31, 2019 stood at PKR 2,401.80 billion compared to PKR 2,798.57
billion as at December 31, 2018, registering a decline of 14.2%.



The Bank and its New York Branch has entered into a Written Agreement with the Federal Reserve
Bank of New York and New York State Department of Financial Services (US regulators) in 2016. This
agreement, ,nter-olio, requires the Bank to address certain compliance and risk management matters
relating to antFmoney laundering and the US bank secrecy law requirements. This agreement also
requires implementation of the requisite systems and controls and allocation of adequate resources
to ensure full compliance with such requirements. The Bank's management continues to address the
matters highlighted in the Written Agreement and in the subsequent inspections and get them
independently validated. The Bank seeks to comply with all laws and regulations.

Aoorooriation of Profi ts:

Profit for the quarter ended March 31, 2019 after carry forward of accumulated profit of 2018 is
proposed to be appropriated as follows:

Profit before tax for the quarter ended March 31, 2019

Taxation:

PKR Million

8,727

3,508
7,O57

(21)

Current
Prior Year

Deferred

Profit after tax for the quarter ended March 31, 2019 4,183

75,4r3

Appropriation:
Transfer to Statutory Reserve (10% of after-tax profit)
Un-appropriated profit carried forward

(418

During the first quarter of 2019, Pakistan's macroeconomic fundamentals demonstrated some sigAS

of improvement. Current account deficit has improved as it closed at S8.8 billion during 8M Fy'19, a
reduction ol 22.6% over the same period last year. During the flrst 10 months of this fiscal year, the
country's trade deficit shrank by 13.1% to nearly $26.17 billion, from 530.11 billion in corresponding
period last year. This contraction is mainly attributable to a fall in import bill and increase in foreign
remittances that amounted to 517.88 billion in first 10 months (July to April) of Fy '79, showing a
growth of 8.45% as compared to 515.48 billion received during the same period last year. During the
quarter under review, the Government also managed to stem the falling FX reserves by signing

77,446

12761

60
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Contingencv Reparding Penslon Case:

Status of the case is same as disclosed in Note # 24.3.4.1 to the Annual Financial Statements for the
year ended December 31, 2018. Hearing of the Bank's review petitions against the judgment of the
Honourable Supreme Court of Pakistan in said case was last fixed for April 30, 2019; however, it was
adjourned.

Comoliance with resulatory matters in USA operations:

Un-appropriated profit brought forward
Other comprehensive income - net oftax
Transfer from surplus on revaluation offixed assets

Profit available for appropriations

14,995

Economic Environment:



medium-term funding arrangements with friendly countries. Pakistan and IMF have reached at a staff-
level agreement for a 39-month Extended Fund Facility arrangement for about 55 billion that aims to
achieve economic stability by reducing domestic and external imbalances, removing impediments to
economic groMh, increasing transparency and strengthening social spending.

ln the prevailing environment, the Country's Banking sector is expected to benefit from higher interest
rates. However, the high discount rate environment may have some adverse impact on both the credit
demand as well as debt service capacity of the borrowers. Total deposits in the system amounted to
PKR 13.5 trillion at March'19, ln line with December'18. Sector net advances ended the current
quarter at PKR 7.4 trillion, marginally lower than the December'18 level as the high interest rate
environment has impacted credit expansion.

Future Outlook:

For and on behalf of the Board of Directors

Arif Zubyr
President & CEO

Karachi

Date: May 22, 2019

Chairman
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Moving into its 70th year of untiring service to the Nation, the Bank remains committed to maintain its

current momentum of delivering exceptional results to its shareholders in years to come. The Bank's

business strategy is underpinned by a renewed focus on customer service supported by significant
upgrade of its technology infrastructure which is a key enabler. We will exploit every digital channel to
maximise our business outreach and meet our customers' expectations in both conventional and

lslamic Banking products. Efforts will also be made for better expense management through
operational efficiencies and enhanced internal controls. These all will further strengthen Bank's leading
position in the industry.





 2019  31 
2018   
 2019  30  IFRS-16   

   2019  IFRS-16 


 7.57  10.98     2019  31

  15.3%  7.57  2018   8.73  45.2%

  4.89%  14.5  2018  14.18 
 35%   52%  

 2.30  2018  31  1.97 


 31.39  45.79 

18  0.7%RoA  
 15.3% 18  11.2%  23.6% 18  23.5%  0.9%

 10.2  14.12  15.57 
 3  2.25   


 8.27  40.2 

 2.2  4.02  5.89 
 521.1  1.86 

 317.26  1.02  220.9%   
 888.72  84.32  




 3.2%  12.45  2018  12.85 


 2018  53.9%   

 62.2% 


 31  14.2%  2.798.57 2018 31  2,401.80  2019  31

 1,059.48  2018 31  1,046.11  2019

 869.46 2018 31  20.3%  176.65 
 92%  9742018  963 

(NPLs)    85.42018  83.1 
 2018  138.68  2019  31  5.27

 NPLs  12.59% 2018 31  13.25% 

 133.36

 126.54  Provisions  133.81     2019  31  Cover 
0.8%,  2018  91.3%  1.3%, 13.3  Provision Coverge  NPL Ratio  NPL Ratio 

 1,276.28  2018 31  908.72  2019  31  94.7%  12.6%

 Risk  Portfolio  28.8%

2018 31  1.778.67  2019  31 
 (11.6%)  232.72  2,011.38 

 6.6%  110.1  2018 
 81.5% 2018  31  81.4CASA Ratio 2018 31  81.4% CASA Ratio


 Domestic Systemicelly Important BankD-SIB 

 2019  31  11.90%   2018 
 15.29% Capital Adequacy Ratio  2019  31  13.40%  1.5%

 1.89%  


 AAA/A-1+  2018  PACRA  JCR-VIS 


 


 24-3-4-1  2018 31

 2019  30 




 2016







 2018  2019  31


8,727  2019  31


3,508  
1,057  

(21)  
4,544

4,183  2019  31

71,446 
(276) 

60 
75,413 


(418)  10 

74,995 


 2019

 22.6%  8.8 
 30.11  26.17  13.1%

 16.48  17.88 
 8.45%

 6  39  IMF 




7.4  2018  13.5  2019 
 2018 




 70 









 
 201922 


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NATIONAL BANK OF PAKISTAN 

CONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS 

FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2019 



Directors' Report to the Shareholders

Consolidated Financial Statements

We are pleased to present, on behalf of the Board of Directors, the consolidated financial statements
of the Bank and its Subsidiaries for the quarter ended March 31, 2019.

These consolidated flnancial statements have been prepared in accordance with the applicable
lnternational Financial Reporting Standards, lslamic Financial Accounting Standards, and other
applicable regulatory directives.

The consolidated operating results and appropriation of profits as recommended by the Board are
given below:

PKR Million

Pre-tax profit for the quarter ended March 31, 2019 8,858
Taxation:

- Current
- Prior Year(s)
- Deferred

4,581

Aftertax profit for the quarter ended March 31, 2019

Un-appropriated profi t brought forward
Other comprehensive income - net of tax
Non-controlling interest
Transfer from surplus on revaluation of fixed assets

Profit available for appropriation

Appropriation:
Transfer to Statutory Reserve

Un-appropriated profit carried forward

Basic and diluted earnings per share (Rupees)

For and on behalf of the Board of Directors

3,545
7,057

(21)

4,277

75,353

1276]|

l22l
60

79,392

(418)

78 974

2.00

tblmh-, lrt
Arif U nia Zubyr Soomro

ChairmanPresident & CEO

Karachi

Date: May 22, 2019

Consolidated after-tax profit for the quarter ended March 31, 2019 amounted to PKR 4.28 billion
which is 16.26% lower than PKR 5.11 billion earned for the corresponding period last year. During the
period under review, our subsidiaries contributed PKR 41.3 million to the Bank's consolidated
profitability; whereas share of profit/(loss) from the associates amounted to PKR 25.4 million, and

from joint venture amounted to PKR (16) million. The Bank's Consolidated assets registered a 14.1%

decrease and amounted to PKR 2,407.6 billion as of March 31,2019 as against PKR 2,803.9 billion as

of December 31, 2018. Drop in balance sheet size is due to lower deposits. Consolidated Earnings per

Share for the period under review amounted to Rs. 2.00 as against Rs. 2.38 for the same period of
2018.






 2019  31 
 


5.11   4.28    2019  31

 41.3  16.26 
 2019  31  14.1  16  25.4 

 2,803.9  2018 31  2,407.6 
 2.38  2018  2.00 




8,858  2019  31


3,545  
1,057  

(21)  
4,581

4,277  2019  31

75,353 
(276) 

(22)  
60 

79,392 


(418) 

78,974 
2.00 


 
 


201922 
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