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Directors’ Report 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 “the bank” for the half-year ended June 30, 2019.  
 

Key Highlights: 
 
For the period under review, overall revenues of the bank 
amounted to PKR 53.77 billion which is highest in the 
banking industry and is also 18.4% higher than the bank’s 
total revenues for the corresponding period last year. 
While net interest income (NII) closed at PKR 35.56 billion, 
non-fund income (NFI) closed at PKR 18.20 billion, up by 
18.0% and 19.3% respectively. Total assets of the bank 
amounted to PKR 2,863.95 billion which is 2.3% higher 
than PKR 2,798.57 billion as at December 31, 2018. This 
represents 13.8% of the banking industry total assets. The 
bank’s market share in deposits, advances and investment 
is around 14%, 12%, and 15% respectively. Strength of the 
bank’s balance sheet is driven by the wide market 
outreach and branch banking network where the focus is 
on low-cost deposit mobilization.  
 
For the half-year ended June 30, 2019, the bank’s profit before provisions amounted to PKR 25.88 billion 
being 29.5% higher than PKR 19.98 billion for the corresponding period last year. The bank’s profit before 
taxation amounted to PKR 20.39 billion as against PKR 17.16 billion for the corresponding period of 2018, 
registering an increase of 18.8%. After-tax profit for the six-months period under review amounted to PKR 
11.10 billion being 11.1% lower than PKR 12.49 billion earned during the corresponding period of 2018. 
The drop in after-tax profit is mainly attributed to the higher taxation charge of 46% as compared to 27% 
for the corresponding period last year. This represents after-tax return on average assets (RoA) of 0.8% 
(Dec ’18 : 0.8%), and translates into pre-tax and after-tax return on average equity of 26.6% (June ’18 : 
25.9%) and 14.5% (June ’18 : 18.9%) respectively. Earnings per share amounted to PKR 5.22 as against PKR 
5.87 for the corresponding half-year ended June 30, 2018.   
 

Profit & Loss Account: 
 
Mark-up/interest income: During the six-months period under review, 
the bank earned total mark-up/ interest income amounting to PKR 
97.69 billion which is 47.1% higher than PKR 66.41 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 interest 
earning assets during the period. During the period gross advances 
averaged at PKR 1,047.47 billion, being 21.1% higher than the 
corresponding period. The bank’s average corporate loan book 
expanded by 24.4%, averaging at PKR 550.18 billion in H1’19. While 
average Islamic finances increased by 28.3%, average commercial/retail 
loans registered an increase of 16.3% as compared to that of June 30, 
2018. Interest income earned on loans and advances amounted to PKR 
48.5 billion with a 57.7 % growth over June 2018.  
 
The recent rise in return on government securities has made a considerable contribution towards higher 
interest income of the bank. Interest income on investments & placements amounted to PKR 44.44 billion 
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and PKR 3.88 billion respectively, showing an increase of PKR 9.63 billion (27.7%) and PKR 3.32 billion 
(584.7%) respectively against that of June 30, 2018.  
 
On the back of increased deposits and higher profit rates thereon, the bank’s mark-up/interest expense 
also increased during the period and amounted to PKR 62.13 billion being 71.3% higher than PKR 36.3 
billion for half year ended June 30, 2018. This includes cost of deposit amounting to PKR 47.1 billion which 
is 81.9% higher than PKR 25.9 billion for the corresponding period last year. Despite a substantial increase 
of 575bps in discount rate over the last one year, cost of deposits was maintained at 5.6% (Jun ’18: 3.38%) 
and total cost of funds stood 6.4% compared to 4.0% for the corresponding period last year. Average 
deposits grew by 6.4% from PKR 1,830.44 billion in H1’18 to PKR 1,947.44 billion in H1’19.  
 
Net mark-up/interest income stood at PKR 35.56 billion, being 18.0% higher against PKR 30.14 billion 
earned during the corresponding period last year.  
 
Non mark-up/interest income: For the half-year under 
review, the bank’s non-mark-up / interest income (NFI) also 
increased by 19.3% to PKR 18.20 billion as against PKR 15.25 
billion earned during the corresponding period last year. NFI 
constitutes 33.9% share of total operating income of the bank 
for the period under review. Despite a tough market 
competition, the bank has improved its earnings from fee & 
commission by 9.3% to PKR 9.84 billion. This is achieved 
through strong momentum across general banking services, 
debit card, bancassurance, home remittances and advisory 
fee. A slight drop is however observed in commission income 
on government transactions during the period.  
 
Complementing objectives of the government and SBP, the 
bank is aggressively promoting home remittances through banking channels. This has considerably 
increased the bank’s market share in home remittances business as transaction volumes and remittances 
grew by 29% and 19% respectively from June ’18 reaching to an all-time high of USD 1,252 million in H1’19 
translating into market share of 11.6%. Also, income from dealing in foreign exchange has increased by 
104.6% to PKR 3.52 billion. This is attributed to an active buildup in FX volumes, sharp increase in the 
USD/PKR forward premium and proactive management of trading positions amidst volatility in the 
currency markets.  
 
Dividend income for the period is also higher by 53.2% and amounted to PKR 1.73 billion as against PKR 
1.13 billion for the half year ended June 30, 2018. The increase is mainly attributed to dividend on account 
of Bank AlJazira (KSA) in which NBP has 3.7% shareholding. Given the lacklustre performance of the stock 
market, the bank’s gain from sales & redemption on securities for the period under review has dropped to 
PKR 342.0 million as compared to PKR 2.44 billion earned during the corresponding half-year of prior year.  
 
Provisions & Loan Losses: Net provision expense for the period under review amounted to PKR 5.49 
billion as against PKR 2.82 billion for the corresponding six-months period of 2018. Provision charge 
against advances stood at PKR 2,742.4 million, being PKR 574.5 million higher from corresponding period 
last year. Provision charge against investment stood at PKR 2,384.1 million compared to PKR 313.6 million 
for the corresponding period last year. This is mainly on account of impairment against equity portfolio 
due to lacklustre performance of PSX. 
 
Expense Management: The bank continues to work on its operating costs and achieved an improved cost-
to-income ratio. An increased focus on operational efficiencies and enhanced internal controls is expected 
to benefit the institution. Administrative expenses for the half-year under review amounted to PKR 27.80 
billion, being 9.4% higher against PKR 25.41 billion for the corresponding half-year of 2018. Total 
compensation expenses increased by 5.5% to PKR 18.40 billion.  
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While Other operating expenses increased by 15.3% to PKR 4.51 billion, excluding the impact of PKR 620.0 
million paid on account of deposit protection premium that was not in effect in H1’18, these expenses 
closed flat on a year on year basis. Expenses remained well controlled within the approved budget, and 
the periodic growth observed is in line with the industry norms. As the bank is taking effective measure for 
efficiently managing its administrative expenses, overall operating expenses to gross income as an 
efficiency indicator stands improved to 52% against 57% for 2018. 
 

Balance Sheet Review: 
 
As of June 30, 2019 total assets of the bank amounted to PKR 2,863.95 billion which is 2.3% higher than 
PKR 2,798.57 billion as at December 31, 2018. These represent 13.8% of the banking industry total assets. 
Strength of the bank’s balance sheet is driven by the wide market outreach and branch banking network 
where the focus is on low-cost deposit mobilization.  
 
Representing 12.3% of the total industry loans, gross advances of the 
bank amounted to PKR 1,091.86 billion, marginally higher than PKR 
1,059.48 billion as at December 31, 2018. However, compared to PKR 
912.64 billion of June 2018, gross advances stand increased by PKR 
179.21 billion or 19.6%. Net advances closed at PKR 952.2 billion, 
representing 33.2% of total assets of the bank. Domestic advances 
constitute 90.3% of the bank’s total loan portfolio and amounted to 
PKR 985.7 billion (Dec ‘18: PKR 974.1 billion); whereas overseas loans 
amounted to PKR 106.1 billion (Dec ’18: PKR 85.4 billion). Growth in 
domestic advances is mainly due to increase in Corporate lending (Rs. 
9.0 bn, 1.7%), Advance Salary (Rs. 7.7 bn, 9.6%), Agriculture financing 
(Rs. 4.1 bn, 8.8%) and Islamic finance (Rs. 2.3 bn, 8.3%). 
 
Given the challenging environment on account of higher interest rates and a sharp decline in exchange 
rate, non-performing loans stand increased by PKR 7.93 billion of which PKR 3.96 billion pertains to 
international loans due to exchange rate devaluation. Non-performing loans amounted to PKR 141.29 
billion as against PKR 133.36 billion at the end of year 2018. This translates into infection ratio of 12.9% 
which is slightly higher than 12.6% as of December 31, 2018. NPLs are adequately covered through the 
provisions as per regulatory requirements. As of June 30, 2019 total provisions amounted to PKR 139.70 
billion of which specific provisions amounted to PKR 132.37 billion. Gross NPLs, Net NPLs and provision 
coverage (on the basis of specific provision) stood at 12.9%, 0.9% and 93.7% respectively as compared to 
12.6%, 0.8%, and 94.7% as of Dec ‘18. 
 
As of June 30, 2019, the bank’s investments at cost amounted to PKR 
1,190.36 billion as against PKR 1,276.28 billion as of December 31, 2018, 
registering a decline of PKR 85.9 billion or 6.7% mainly on account 
reduction in T. Bills that reduced to PKR 611.3 billion. Investments 
constitute 41.7% of the bank’s total assets (45.9% as on December 31, 
2018) and 14.75% of the total banking industry investments.  
 
Pursuant to the bank’s effective risk and capital management strategy, 
the bank’s investment portfolio is efficiently diversified across zero risk 
weighted treasury instruments & bonds, high dividend yielding equities 
and other interest bearing financial instruments. During the period 
under review, investments averaged at PKR 1,020.0 billion being 5.1% 
lower than PKR 1,074.6 billion during the corresponding year last year. Given the rising interest rates, the 
bank is following a strategy of building a short-term portfolio. Annualised yield on investments & 
placements during the period stand improved to 9.6% as compared to 6.6% for the corresponding period 
last year. 
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As of June 30, 2019 deposits of the bank amounted to PKR 2,093.39 
billion, higher by PKR 82.01 billion or 4.1% as against PKR 2,011.38 
billion as of December 31, 2018. This represents 79.0% of the bank’s 
total liabilities and translates into 13.7% share of total banking 
industry deposits. Customer deposits that form 84% of the bank’s 
funding pool remained stable during the period and amounted to PKR 
1,757.98 billion which is 5.0% higher than PKR 1,674.12 billion as of 
December, 2018. Average deposits grew by 6.4% from PKR 1,830.44 
billion in H1’18 to PKR 1,947.44 billion in H1’19. This was driven by 
active mobilization of CASA accounts as the average portfolio grew by 
12.3% over H1’18 to PKR 1,218.27 billion in H1’19. CASA Ratio 
(domestic) stands improved from 81.4% at December 31, 2018 to 
84.0% at June 30, 2019. In the increasing discount rate environment, the 2.6% increase in the CASA 
deposits helped in minimising the overall mark-up expense. 
 
 

Capital Strength & Adequacy: 
 
The bank seeks to maintain strong capitalization levels to build a solid platform for future business growth. 
The bank has been designated as “Category-C” Domestic Systemically Important Bank by the State Bank of 
Pakistan “SBP”. Therefore, the bank is required to hold an additional 1.5% loss absorbency surcharge over 
& above the minimum capital adequacy requirement. Hence, the bank’s minimum capital adequacy 
requirement stands increased from 11.90% in December 2018 to 13.4% effective March 31, 2019. Further, 
effective March 31, 2020, the bank will be subject to enhanced loss absorbency surcharge of 2.0% in the 
form of additional common equity tier-1 capital (CET-1). With Common Equity Tier 1 (CET-1) ratio at 
12.12% (Dec’18: 12.10%) and overall Capital Adequacy Ratio (CAR) at 15.75% as of June 30, 2019, the bank 
is compliant with the enhanced regulatory requirement with a buffer of 2.35%.  
 
First priority of the Board is to maintain continuity of the bank’s business which is much dependent upon 
strong capital base of the bank. Given the increasing minimum capital requirements, the bank aims at 
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. 
 

Contingency Regarding Pension 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 17, 2019; however, it was adjourned. 
 

Compliance with regulatory matters in USA operations: 
 
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. 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. 
 
This heightened attention to compliance is expected across its international franchise which will also gain 
from the development and implementation of an integrated strategy.  
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Appropriation of Profit: 
 
Profit for the half-year ended June 30, 2019 after carry forward of accumulated profit of 2018 is proposed 
to be appropriated as follows: 

         (PKR Million) 
Profit before tax for the half-year ended June 30, 2019 20,385  
Taxation: 

 
-     Current 8,857  
-     Prior Year 1,057  
-     Deferred (630) 

 
9,284  

Profit after tax for the half-year ended June 30, 2019 11,101  

  
Un-appropriated profit brought forward 72,333  
Other comprehensive income - net of tax   (172) 
Transfer from surplus on revaluation of fixed assets       120  

Profit available for appropriations 83,382  
 
Appropriation: 

 
Transfer to Statutory Reserve (10% of after-tax profit)   1,110 

Un-appropriated profit carried forward 82,271  
 
 

Economic Environment: 
 
Overall, 2019 has been a challenging year for the country’s economy as the trade imbalance and fiscal 
deficit subdued the growth momentum. PKR-USD parity eroded from Rs. 138.9 / USD at Dec ’18 to Rs. 
160.1 / USD at the end of Jun ’19, a depreciation of 15% year to date, 53% over the last two years. To 
address the inflationary pressures, the SBP in May ’19 raised the discount rate by 1.5%, followed by 
another 1.0% rate hike in Jul ’19 to reach at 13.25%. 
 
However, recent macroeconomic fundamentals indicate improvement as the outlook for external 
financing has strengthened with disbursement of the first tranche associated with the IMF extended fund 
facility, and other commitments of support from multilateral and bilateral partners. The program is also 
expected to pave the way for financing from other multi-lateral agencies and facilitating Pakistan’s access 
to international bond markets. External conditions have also shown improvement with a sizeable 
reduction in the current account deficit which fell by 29.3% to US$ 12.7 billion in Jul-May FY19 as 
compared to US$ 17.9 billion during the same period last year. The Government of Pakistan has passed a 
FY20 budget that seeks to improve fiscal sustainability by focusing on revenue measures to widen the tax 
base, re-build reserves, reform the energy sector and improve the efficiency of state owned enterprises.  
 
In the prevailing economic environment, the country’s banking sector is expected to benefit from higher 
interest rates. However, the high discount rate environment and inevitable inflationary pressures are likely 
to have an adverse impact on both credit demand and asset quality.  
 

Credit Rating: 
 
The bank’s credit rating is carried out by both, the JCR-VIS and PACRA credit rating agencies. In June 2019, 
they both reaffirmed the bank’s credit rating at ‘AAA/A-1+’ (Triple A/A-One Plus) with a ‘Stable’ Outlook.  
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Outlook: 
 
In its 70th year of service to the Nation, the bank is committed to delivering strong results. Its business 
strategy is evolving to ensure a focus on its “National Role” through reaching and supporting underserved 
sectors including SME, Microfinance, Agriculture Finance, and finance for Micro-Housing, all being 
developed with the highest standards. This is in addition to its dominant role in dealing with the public 
sector and its employees. Building a digital banking capability and a technology platform will be a central 
part of this strategy as will the development of a performance driven culture within the institution. 
 

 
Acknowledgement & Appreciation: 
 
We would like to take this opportunity to acknowledge & appreciate the contributions of the Directors for 
their leadership & guidance in building a sustainable platform for growth. We also appreciate the role 
played by the Bank’s employees who performed resolutely throughout the year under challenging 
conditions. 
 
 
For and on behalf of the Board of Directors  
 
 
 
 
 
 
 
Arif Usmani                           Zubyr Soomro                          
President & CEO        Chairman    
Karachi 
Date: August 28, 2019 
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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 half year ended June 30, 2019. 
 
These consolidated financial statements have been prepared in accordance with the applicable 
International Financial Reporting Standards, Islamic Financial Accounting Standards, and other 
applicable regulatory directives. 
 
Consolidated after-tax profit for the half year ended June 30, 2019 decreased by 10.7% to PKR 11.4 
billion as compared to PKR 12.7 billion for the half year ended June 30, 2018. For the period under 
review, the bank’s subsidiaries contributed PKR 111.1 million in Group’s profitability whereas share 
of loss from associates and joint venture amounted to PKR 29.4 million and PKR 39.2 million 
respectively. Consolidated assets of the bank amounted to PKR 2,871.5 billion, being 2.4% higher 
than PKR 2,803.9 billion as at December 31, 2018. Consolidated earnings per share for the period 
under review amounted to Rs. 5.34 as against Rs. 5.95 for the similar period of 2018. The drop is 
mainly due to the lower standalone profits of the bank. 
 
Consolidated operating results and appropriation of profits as recommended by the Board are given 
below: 
 

                                                                                                                                  PKR Million 
Profit before tax for the half-year ended June 30, 2019 20,740 

Taxation:   

-     Current 8,942 

-     Prior Year 1,057 

-     Deferred (638) 

 

9,361 

Profit after tax for the half-year ended June 30, 2019 11,379 

  
Un-appropriated profit brought forward 76,240 

Other comprehensive income - net of tax (172) 

Non-controlling interest (26) 

Transfer from surplus on revaluation of fixed assets  120 

Profit available for appropriations 87,541 

 
 Appropriation: 

Transfer to Statutory Reserve  1,110 

Un-appropriated profit carried forward 86,431 
 

Basic and diluted earnings per share (Rupees)              5.34 
 
For and on behalf of the Board of Directors 
 
 
 
 
Arif Usmani                     Zubyr Soomro  
President & CEO       Chairman    
Karachi 
Date: August 28, 2019 
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