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Directors Review 
Half-Yearly Standalone Financial Statements 

 
On behalf of the Board of Directors, we are pleased to present the Directors’ Review together with 
standalone interim financial statements of National Bank of Pakistan “the Bank” for the half-year ended 
June 30th, 2020. The accompanying financial statements were subject to a limited scope review by the 
statutory auditors of the Bank. 

 
Economic Environment 
Economic activity almost came to a standstill in the second quarter of the year due to the Covid-19 
pandemic. The Covid-19 pandemic is a humanitarian crisis and countermeasures taken to contain the 
virus and save lives adversely impacted the functioning of the economy across many sectors. Pakistan's 
GDP contracted by 0.4% for the first time in history, with estimated loss of PKR 3 trillion and increased 
unemployment by more than 12 Million people. LSM during July-May FY 2020 plunged to -10.3% and 
headline inflation averaged at 10.7%. 
 
The government has launched various fiscal support packages to mitigate the economic effects of the 
pandemic such as an enhanced Ehsaas programme, support for exports, incentives for the construction 
industry, a subsidy on fertilisers and the lowering of duties on the import of food items. The State Bank 
of Pakistan announced a series of steps to ensure the smooth functioning of the financial system. In 
addition to the substantial reduction in the policy rate from 13.25% in January 2020 to 7% in June 2020, 
the SBP announced a comprehensive package for both individual and corporate borrowers. The SBP also 
reduced the capital conservation buffer from its existing level of 2.50% to 1.50% that will facilitate the 
banking industry in lending an additional amount of around PKR 800 billion which is about 10% of their 
current outstanding loans. 
 
The major improvement noted in the economic indicators was in the current account deficit which 
reduced by 78% to $ 3.0 billion in FY’20 (a 5-year low). Additionally, with inflation averaging below the 
projected range, a policy shift was seen to a market-determined exchange rate and a build-up in foreign 
exchange reserves. Workers’ remittances increased to $23.1 billion during FY2020 compared with $21.7 
billion during FY2019. FDI also increased by 88 percent to $ 2.6 billion during FY2020 as compared to $ 
1.4 billion in FY2019.  
 
The acceleration in the outflow of the foreign portfolio, uncertainty about the nature and timing of any 
economic recovery and lower corporate earnings, continued to dampen sentiment and a bearish trend 
continued in the equity markets till March 2020. However, the sharp interest rate cuts and relief 
measures announced by the Government and the SBP resulted in a recovery although the PSX index 
remained 15% below December 2019 levels at the end of June 2020. 
 
During this period, the banking sector remained reasonably resilient with adequate liquidity, solvency 
and profitability. As the economic slowdown reduced overall financing demand, banks opted for 
investment in government paper. Banking sector advances thus rose marginally by 0.1% during the first 
half of 2020, while deposits grew by 11% since December ’19. The recent sharp cuts in the policy rate 
bolstered net interest margins. Capital Adequacy Ratios remained above the minimum regulatory 
requirements. However, asset quality emerged as a key concern as the slowdown undermined 
borrowers’ payback capacity and some industry specific factors led to a rise in NPLs across the banking 
system. This issue will need to be carefully watched as some of the SBP sanctioned relaxations in credit 
parameters are gradually lifted over the next 12-18 months and the longer term impact of the Covid 19 
pandemic become clearer. 
 
NBP’s Response 
NBP adapted its operations and business to the new challenges presented by the Covid outbreak. We 
kept the safety and health of our people as our topmost priority. Given our systemically important role 
in the nation-wide financial ecosystem, we continued to follow a multipronged strategy to strengthen 
our resilience to shocks while continuing to support the communities we serve.  
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Our response to the situation included:  
 
1. Uninterrupted Business 
Our client service channels i.e. Branch operations, ATM operations and Contact Operations have 
continued largely uninterrupted. Special arrangements to ensure compliance with health & safety 
guidelines e.g. ‘Safety First’, ‘Social Distancing’ and ‘No Mask No Service’ have remained in place. We 
consider our staff our assets and allowed up to hundred percent coverage of medical & related costs for 
them along with bank intercession to ensure service at hospitals.  
 
2.  Internal Operations  
With our IT operating model and automation, we looked to provide appropriate arrangements to ensure 
continuity of internal operations while attending to our compliance and control environment.  
 
3. Customers Relief & Remediation  
We supported our client relationships by offering near-term relief and remediation packages in line with 
customer requirements across all segments. We actively participated in the various schemes introduced 
by the SBP to mitigate the impact of this pandemic for our customers.  

 
4. Revenue Outlook and Asset Quality 
We are revalidating our business assumptions with a focus on how the Covid-19 crisis may affect our 
asset quality in the short, medium and long term, and what adjustments we should make to contain the 
impact on the overall business model of the Bank. Going forward, we seek to substantially strengthen 
our credit risk management function and have initiated policy and process changes to this effect. Our 
significant legacy portfolio and existing concentrations in both the public and private sectors, along with 
a historically dispersed credit approval framework in the branch network, will continue to warrant serious 
attention. We continue to set aside high levels of provisions and as the effects of the pandemic and its 
repercussions emerge we are committed to using our earnings to further bolster our balance sheet.   
 
Review of the Bank’s Financial Performance 
 

Financial Performance (PKR ‘Bn)   Jun '20   Jun '19   Better/(Worse) 

Total Revenue   66.78   53.77   13.01   24.2% 

OPEX and Other Charges   29.54   27.89   (1.65)   (5.9%) 

Profit before-provision   37.24   25.88   11.36   43.9% 

Provisions/Write-off (Net)   15.64   5.49   (10.15)   (184.9%) 

Profit before-tax   21.60   20.39   1.21   5.9% 

Profit after-tax   15.19   11.1   4.09   36.8% 

             
Financial Position (PKR ‘Bn)   Jun '20   Dec '19   Better/(Worse) 

Total Assets   3,163.40   3,124.39   39.01   1.2% 

Deposits    2,339.26   2,198.05   141.21   6.4% 

Advances – Net   935.62   1,008.14   (72.52)   (7.2%) 

Investments   1,642.97   1,439.16   203.81   14.2% 

Net Assets   259.03   232.61   26.42   11.4% 

 
After-tax Profit for the half-year ended June 30th, 2020 amounted to PKR 15.19 billon which is 36.8% 
higher than the PKR 11.10 billion recorded for half year 2019. Total income amounted 
to PKR 66.78 billion, being 24.2% higher than PKR 53.77 billion of H1, 2019. Sharp 
downward repricing of domestic interest bearing liabilities due to steep policy rates 
reductions, coupled with volumetric growth in earning assets, improved net interest 
margins in domestic operations. Net interest income (NII) closed at PKR 48.44 billion, 
and the non-mark-up / interest income (NFI) closed at PKR 18.34 billion, up by 36.2% 
and 0.8%, respectively.  
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The Bank’s profit before provisions and write-offs amounted to PKR 37.24 billion being 43.9% higher than 
the PKR 25.88 billion earned during H1 ‘19. The Bank used this substantially higher level of earnings to 
build additional provisions against its portfolio.  
  
Mark-up/Interest Income 
The Bank earned gross mark-up/ interest income amounting to PKR 145.26 billion 
which is 48.7% higher than PKR 97.69 billion, YoY. This increase is attributed to growth 
in earning assets that averaged at PKR 2,428.06 billion (Jun ‘19: PKR 1,931.54 billion), 
as well as higher yield on our earning assets. Investments, which are positioned 
towards longer tenor instruments averaged at PKR 1,403.68 billion (Jun ‘19: PKR 927.86 
billion) and generated interest/mark-up income amounting to PKR 85.42 billion, being 
92.2% higher than that of H1, 2019. Net advances averaged at PKR 971.08 billion being 
6.6% higher than PKR 911.33 billion of Jun ’19 and recorded 18.7% growth in mark-up 
income that closed at PKR 57.56 billion.  
 
During the period, the Bank incurred PKR 96.82 billion as cost of funds (H1 ’19:PKR 62.13 billion); of which 
PKR 61.50 billion were appropriated towards paid as profit to the depositors as deposits grew by PKR 
141.21 billion during H1, 2020, to PKR 2.34 trillion. To benefit optimally from the arbitrage opportunities, 
the Bank also generated funds through borrowings that averaged PKR 541.51 billion (Jun ‘19: PKR 254.32 
billion) during the period and incurred borrowing cost of PKR 30.42 billion (Jun ’19: PKR 12.32 billion). 
 
Consequently, the Bank’s net mark-up/interest income closed at PKR 48.44 billion, being 36.2% higher 
against PKR 35.56 billion earned during the corresponding period of 2019.  
 
Non mark-up/interest income  
Representing a quarter of the total income, NFI for this period amounted to PKR 18.34 
billion, marginally higher (by PKR 137.21 million or 0.8%) than PKR 18.20 billion of H1, 
2019. Positively, despite tough market conditions amidst the pandemic, the Bank has 
maintained its NFI. Capital gains closed higher by PKR 3.33 billion, YoY, mainly due to 
capital gains on fixed income being higher by PKR 2.43 billion and on equity investment 
being slightly higher by PKR 0.17 billion. Further, capital gains amounting to PKR 0.42 
billion were realized on the sale of GOP Bonds in overseas branches.  
 
Given the lower trade business activity in both local and foreign economies, fees & 
commission income for the period dropped by 11.3% to PKR 8.72 billion, and exchange 
income dropped by 23.3% YoY to PKR 2.70 billion. Due to generally lower dividend pay-outs during the 
period under review, the Bank’s dividend income for the period closed at PKR 1.03 billion which is 40.3% 
lower on YoY basis.  
 
Loan Losses and Provisions    
Given the challenging economic environment triggered by the Covid pandemic, the asset quality of the 
Bank came under considerable pressure in recent months. As of June 30th, 2020 NPLs totaled PKR 169.41 
billion, being PKR 20.7 billion (including PKR 3.4 billion exchange adjustment) or 13.9% higher than PKR 
148.75 billion at year-end 2019. An increase in the NPLs of PKR 12.75 billion was mainly observed in 2nd 
quarter as the impact of the lockdowns developed. 
 
The Bank maintains specific and general provisions in accordance with the prudential regulations issued 
by the SBP and additionally strengthened its balance sheet through significantly increasing provisions 
which now cover 95.0% of NPLs. Total provision charge for H1 ‘20 amounted to PKR 15.64 billion which 
is 184.9% higher, YoY. These include (i) a provision charge of PKR 14.32 billion (June ’19: PKR 2.74 billion) 
against loans and advances, (ii) a provision charge of PKR 0.70 billion (June ’19: PKR 2.38 billion) against 
diminution in the fair value of investments, and (iii) a provision charge of PKR 0.62 billion (June ’19: PKR 
0.36 billion) against other assets.  
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Expense Management  
Operating expenses of the Bank for the six-months period under review amounted to PKR 29.25 billion, 
being 5.2% higher against PKR 27.80 billion for the corresponding six-month period of 2019. Employee 
compensation expenses that constitute 67.2% of the total operating expenses, amounted to PKR 19.65 
billion being 6.8% higher than PKR 18.40 billion of the corresponding period last year. Property related 
expenses during the period dropped marginally by 1.3% by closing at PKR 3.74 billion (Jun ’19: PKR 3.79 
billion), whereas expenses incurred on IT dropped by 16.7% to PKR 0.92 billion due to no additional/new 
charge in depreciation & amortisation. Other operating expenses amounted to PKR 4.95 billion being 
9.8% higher as compared to that of June 2019. Cost-to-income ratio for the period closed at 44.2% as 
against 51.9% for H1, 19. Expenses incurred during the period are well within the approved budgets as 
well as in line with industry norms.  
 
Taxation  
Effective tax rate for the period under review is 30% as compared to 46% or the corresponding H1 period 
of 2019. Key reason was the super tax for tax year 2018 imposed in 2019. 
 
Profit After-Taxation 
In spite of the prevailing challenging environment created by Covid- 19 pandemic, the Bank delivered an 
impressive growth of 36.8% in after tax profit that closed at PKR 15.19 billon as against PKR. 11.10 billion 
for H1 ’19. 

 
Profit Appropriation:  
Profit for the half-year ended June 30th, 2020 after carry forward of accumulated profit of 2019 is 
proposed to be appropriated as follows: 

      (PKR ‘Bn)  
  

Profit before tax for the six-months ended June 30, 2020 21.60  
Taxation:   

-     Current 12.31  
-     Prior Year -    
-     Deferred  (5.90) 

 6.41  

Profit after tax for the six-months ended June 30, 2020 15.19  
  

Un-appropriated profit brought forward 88.79  
Other comprehensive income - net of tax (0.66) 
Transfer from surplus on revaluation of fixed assets  0.11  

Profit available for appropriations 103.43  

  

Appropriation:  
Transfer to Statutory Reserve   (1.52) 

Un-appropriated profit carried forward 101.91  

 
Financial Position 
 
As of June 30th, 2020 total assets of the Bank amounted to PKR 3,163.40 billion which is 1.2% higher than 
PKR 3,124.39 billion as at December 31, 2019. On the liability side, the Bank’s balance sheet is driven by 
its wide market outreach and branch banking network where the focus remains on low-cost deposit 
mobilization. The Bank’s share in industry total assets, investments, advances and deposits is around 
13.3%, 15.0%, 11.6% and 13.4%, respectively.  
 
Loans and Advances 
As at June 30th, 2020, gross advances of the Bank amounted to PKR 1,096.53 billion; marginally lower by 
4.8% than the PKR 1,151.32 billion level as at December 31, 2019. The small reduction is mainly due to 
overall slower demand and some seasonal impact in commodity, commercial and agriculture sectors, 
which is expected to reverse in the following quarters. The loan portfolio of the Bank is fairly diversified, 
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with ~50% in the commercial and retail sectors where the growth focus remains. Domestic advances 
constitute 93.2% of the Bank’s total loan portfolio and amounted to Rs. 1,021.86 billion (Dec ‘19: PKR 
1,054.9 billion), whereas overseas loans amounted to PKR 74.67 billion (Dec ’19: PKR 96.43 billion).  
 
Reflecting the industry-wide trend of deteriorating asset quality, the Bank too experienced an increase 
in NPLs to PKR 169.41 billion as against PKR 156.66 billion at March 31, 2020 and PKR 148.75 billion at 
year end 2019. The Bank’s objective is to maintain a robust level of provisioning against its NPLs and 
accordingly these have been adjusted upwards to PKR 160.91 billion (Dec ’19:PKR 143.18 billion), 
translating into 95.0% coverage ratio. 
 
Investments 
Pursuant to an effective risk and capital management strategy, the Bank’s 
investment portfolio is diversified across zero risk weighted treasury instruments 
and bonds, high dividend yielding equities and other interest bearing financial 
instruments. The Bank maintains an efficient investment portfolio with good 
yields and manages tenor and risk within acceptable parameters.  
 
As of June 30th, 2020, investments at cost amounted to PKR 1,604.68 billion as 
against PKR 1,417.65 billion as of December 31, 2019. This depicts an increase of PKR 187.03 billion or 
13.2% mainly in available-for-sale ‘AFS’ securities that increased by PKR 203.65 billion or 19.6%. Net 
investments that amounted to PKR 1,642.97 billon, constitute 51.9% of the Bank’s total assets (Dec ’19: 
46.1%) and approx. 16.0% of the total banking industry investments. The Bank’s AFS portfolio also 
includes a diversified range of investment in ordinary shares of listed companies amounting to PKR 32.97 
billion (just over 1% of the Bank’s total assets). Outside Pakistan, the Bank holds a 3.7% stake in Bank Al-
Jazira, Saudi Arabia and a 45% stake in a JV, United National Bank, London. 
 
During the period under review, investments averaged at PKR 1,403.68 billion being significantly higher 
than PKR 927.85 billion during the corresponding period last year. Yield on investments and placements 
during the period under review stand improved to 12.06% as compared to 9.08% for the corresponding 
period last year.  
 
Deposits & Liquidity 
As of June 30th, 2020, deposits of the Bank amounted to PKR 2,339.26 billion, 
depicting an increase of PKR 141.21 billion or 6.4% as against PKR 2,198.05 billion 
as of December 31, 2019. Deposits constitute 80.5% of the Bank’s total liabilities 
and translate into a 13.8% share in total banking industry deposits. Customer 
deposits are a key source of the Bank’s funding pool (85.5% of the total deposits) 
and remained stable during the period. These amounted to PKR 2,000.82 billion 
(2019: PKR 1,797.25 billion) as of June 30th, 2020. During the period under 
review, deposits averaged at PKR 1,937.89 billion as against PKR 1,693.15 billion during the corresponding 
period last year.  
 
During the period, the Bank maintained optimum levels of funding & liquidity through a diversified (by 
type and maturity) funding pool. At June 30th, 2020, customer deposits and equity capital together 
funded ~70% of the Bank’s total assets. CASA deposits (including NIDA) have shown improvement from 
81.8% in December 2019 to 83.1% as of June 30th, 2020. 
 
At 167%, the Bank’s LCR was well above the minimum requirement of 100%. As the available stable 
funding as at Jun ‘20 closed at PKR 2,218.84 billion (Dec ‘19 : PKR 2,040.91 billion) against total required 
stable funding of PKR 985.29 billion, the Net Stable Funding Ratio stood at 225%, comfortably above the 
statutory minimum of 100%. 
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Capital Strength and Adequacy 
In order to ensure continuity of the Bank’s business, the Bank aims for efficient 
capital allocation through conservative portfolio growth, quality lending to low-
risk customers / sectors, enhanced credit monitoring and de-risking from higher 
capital allocation avenues. 
 
NBP has been designated as “Category-C” Domestic Systemically Important Bank 
(D-SIB) by the State Bank of Pakistan. This designation required the Bank to hold 
2.0% Higher Loss Absorbency (HLA) surcharge, over and above its minimum 
capital adequacy ratio (CAR) requirement in 2020. As a measure to alleviate the 
effects of Covid-19 and support the banking sector in extending credit facilities 
to its customers, SBP reduced the capital conservation buffer from 2.5% to 1.5%, 
for the time being. This has resulted in minimum CAR requirement for the Bank 
being 13.5% (including the HLA Surcharge of 2%) as at June 30th, 2020.  
 
As of June 30th, 2020 Common Equity Tier 1 (CET-1) ratio stood at 14.16% (Dec ‘19: 12.11%), and the 
total Capital Adequacy Ratio stood at 18.60 % (Dec ’19: 15.48%). Contributors for the growth include 
both profits during the period, as well as relaxation in the capital conservation buffer. 
 
Controls and Compliance 
The Bank remains compliant with all the applicable laws, rules, regulations, and codes and seeks to 
emphasize the need to improve its compliance & control capacity. The inculcation of performance 
management systems and attention to ensuring accountability are being given priority by the Board. The 
Board recognises that the legacy of a largely manual operation across a wide branch network exposes 
the institution and an upgrading of technological capability as well as the induction of talent to embed 
and drive such changes is essential. A Balanced Scorecard system inclusive of audit quality has been 
implemented, bell curve based evaluations have been reintroduced and an improved accountability 
process has been put in place. The results of these efforts are expected to bear fruit over the coming 12-
18 months. The International Franchise of the Bank is being streamlined to both integrate strategy as 
well as facilitate an enhanced level of compliance. Seven overseas franchises are already in the process 
of being exited and the Bank’s position on another seven will be decided upon by the end of the year. In 
2016 the Bank and its New York branch entered into a written agreement with the Federal Reserve Bank 
of New York and New York State Department of Financial Services (US regulators). This agreement, inter-
alia, requires the Bank to address certain compliance and risk management matters relating to anti-
money 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. In this connection, the Bank made significant personnel changes in 
its NY operations to strengthen the team to address identified regulatory weaknesses. In the UK, the Bank 
is reengaging with an active role in the oversight of its joint venture subsidiary, United National Bank Ltd 
and will seek to serve the diaspora as well as the growing trade and investment flows between the UK 
and Pakistan post Brexit. 
 
Contingency Regarding Pension Case 
The hearing of the pension case was fixed on March 12, 2020, however the same was adjourned as the 
counsel for both parties submitted to the Supreme Court of Pakistan that it would be more appropriate 
if the hearing, of the present case, can be arranged at Karachi. The request of the counsel was approved 
and accordingly, the hearing was fixed for last week of March in Karachi. However, in March 2020, Covid-
19 was declared as pandemic and affected all activities throughout the country. Therefore, the hearing 
was further adjourned with a new date of hearing yet to be decided.  
 
Credit Rating 
NBP is rated as ‘AAA’ by the two recognised credit rating agencies in Pakistan. In June 2020, M/s JCR VIS 
Credit Rating Company re-affirmed the Bank’s standalone credit rating as “AAA” (Triple AAA), the highest 
credit rating awarded by the company for a bank in Pakistan. Similarly, M/s PACRA Credit Rating has also 
re-affirmed the Bank’s long-term entity rating as 'AAA' and short-term credit rating as 'A1+' (A-one Plus). 
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Moody’s Investors Service, in their report of August ‘2020, upgraded Outlook of the Bank to ‘Stable’ with 
a ‘B3’ long-term rating. 
 
Outlook 
In Pakistan, the daily numbers of new Coronavirus cases are on a declining trend since the last week of 
June, 2020. However, the risk still prevails. Failure to get the Covid-19 pandemic under control may 
worsen economic sentiment in Pakistan’s main trading areas and hence endanger the revival of export 
revenues. Banks may also come under stress due to higher NPLs if growth slows down. The government 
is committed to keeping a primary balance in line with sustainable budget deficits and stable debt 
dynamics. Regarding, the external sector, the current account deficit is projected to remain within the 
limits of the external financing constraints, preserving levels of foreign exchange reserves at reasonable 
proportion of the level of imports.  
 
At NBP, we are fully cognizant of our responsibility to manage down the impact of Covid-19 for customers 
and the wider economy during these difficult times by extending appropriate financing facilities and 
creating liquidity. Our strategy of supporting the development of underserved sectors has been timely 
and now needs to be accelerated in these difficult times. We will enhance our focus on achieving greater 
financial inclusion through supporting the retail and consumer segments e.g. housing, agriculture, small 
and medium enterprises and daily wage earners. Entities operating in these sectors are under 
considerable pressure as their businesses and employment are directly affected by the lockdowns. Our 
aim is to help these sectors survive and grow while simultaneously establishing NBP as a leading bank in 
these critical segments.       
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For and on behalf of the Board of Directors,  
 
 
 
 
 

 
Arif Usmani                            Zubyr Soomro                          
President & CEO        Chairman   
 
 
Karachi 
Date: September 1st, 2020 

 























































































 
Directors’ Review 

Consolidated Financial Statements 
 

On behalf of the Board of Directors, we are pleased to present the Directors’ Review together with consolidated 
interim financial statement of National Bank of Pakistan “the bank” and its subsidiaries for the half-year ended 
June 30, 2020.  
 
Consolidated after-tax profit for the six-months period ended June 30, 2020 amounted to PKR 15.11 billion, 
being 32.80% higher than PKR 11.38 billion earned for the corresponding six-month period of 2019. For the 
period under review, the bank’s subsidiaries contributed a net profit of PKR 0.16 billion (Jun ’19: PKR 0.11 
billion) towards the Group’s profitability; whereas share of loss from associates and joint venture (UNBL) was 
PKR 0.063 billion (Jun ’19: PKR 0.029 billion) and PKR 0.218 billion (Jun ’19: PKR 0.039 billion), respectively. 
Accordingly, consolidated EPS increased from Rs. 5.34 for the half year ended June 30, 2019 to Rs. 7.08 for the 
half year ended June 30, 2020. As of June 30, 2020, consolidated assets of the bank amounted to PKR 3,172.0 
billion, being marginally higher by 1.2% as against PKR 3,132.36 billion as at December 31, 2019. 
 
The Bank is framing strategy with a focus on key selected market both in its local and international subsidiaries 
with the objective of improving Returns on Assets and Equity.  
 
Consolidated operating results and appropriation of profits as recommended by the Board are given below: 
 
 

 PKR Billion 
  

Profit before tax for the six-months ended June 30, 2020 21.59  

Taxation:   

-     Current 12.38  

-     Prior Year -    

-     Deferred (5.90) 

 6.48  

Profit after tax for the six-months ended June 30, 2020 15.11  

  

Un-appropriated profit brought forward 93.47  

Other comprehensive income - net of tax (0.66) 

Non-controlling interest  (0.04) 

Transfer from surplus on revaluation of fixed assets  0.11  

Profit available for appropriations 107.99  

  

Appropriation:  

Transfer to Statutory Reserve   (1.52) 

Un-appropriated profit carried forward 106.47  

           
For and on behalf of the Board of Directors 
 

 
 

 
Arif Usmani                     Zubyr Soomro  
President & CEO       Chairman    
 
Karachi 
Date: September 01, 2020 
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