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Directors Review   
Quarterly Financial Statements  

 
Dear Readers, 
 
On behalf of the Board of Directors, we are pleased to present the financial statements of 
National Bank of Pakistan “the Bank” for the three-month period ended March 31, 2020.  
 
The Coronavirus (COVID-19) pandemic has created unprecedented challenges for the national 
economy and disrupted people’s lives around the world. Businesses continue to suffer 
unprecedented operational challenges and financial markets have reflected these adverse 
developments. 
 
At NBP, our priority has been the well-being of our employees and ensuring that the services 
we provide to our customers continue uninterrupted. We are managing to contain the 
business and financial impact on the Bank as far as possible.   
 

• Our branch office staff are strictly adhering to the guidelines set for them by the health 
authorities.  

• Work related travel and events have been suspended. 
• We are actively deploying technology to enable the Bank to function smoothly during 

these uncertain times.  
• We encourage our customers to use NBP’s digital channels as far as possible.  

Customers can now conduct a vast majority of their routine transactions through our 
Mobile App, Debit Card and ATM with ease and safely.  

 
During these difficult times, NBP has remained fully operational across Pakistan which reflects 
the dedication of our staff who deserve a special mention for their commitment.  
 
 
Economic Environment 
 
The COVID-19 pandemic has emerged as a major shock to the global economy leading to a 
sharp and widespread downturn. The IMF has altered its earlier global annual economic 
growth forecast for 2020 from of 3.3% to below zero in 2020 due to the impact of the 
pandemic.  As per initial estimates, this will result in a decline of global GDP income by about 
US Dollars 1 trillion.  Depending on how long the crisis lasts, risks of an even worse outcome 
still exist. 
 
Domestically, indicators of economic activity including retail sales, credit card spending, 
cement production, export orders, tax collections have all shown a slowdown in in recent 
weeks. As projected by the IMF, Pakistan economy could contract by 1.5% in FY 2020 (the first 
full-year contraction since 1952), which is a downward revision of about 4% from the original 
forecast last year.   
 
To combat the effects of the pandemic, the government has launched various fiscal support 
packages to mitigate the effects for the impacted population. The State Bank of Pakistan has 
also taken a number of steps such as reductions in the discount rate from 13.25% in January to 
8% currently. Other measures include easing the consumer debt-burden ratio, moratorium 
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periods of one year, a reduction in margin call limits as well as several low cost re-finance 
schemes for related purposes. All this is expected to ease the pressure on loan loss provisions 
and help the Banking industry play its role in the national economy.   
 
The IMF under its Rapid Financing Instrument scheme approved a loan of $1.4 billion for 
Pakistan. Moreover, Pakistan is also expected to receive around $1.5 billion relief in the form 
of delay in repayment of loans to bilateral creditors. Pakistan’s currency has gained some value 
against the dollar and has been able to weather the outflow of the hot funds which had been 
invested in the local Government securities market The drop in oil prices which accounts for a 
quarter of Pakistan’s total imports will also help the country’s balance of trade and help the 
country’s overall exchange position in the coming months. 
 
 
Financial Highlights Q1, 2020 
 
Financial Performance (PKR ‘Bn)   Mar '20   Mar '19   Better/(Worse) 
Total Revenue   24.87   23.73   1.14   4.8% 
Operating Expenses and Other Charges   13.81 

 
12.75   (1.06)   (8.3%) 

Profit before-provision   11.06   10.98   0.08   0.7% 
Provisions/Write-off (Net)   4.06   2.25   (1.80)   (79.9%) 
Profit before-tax   7.00   8.73   (1.72)   (19.8%) 
Taxation   2.88   4.54   1.66   36.5% 
Profit after-tax   4.12   4.19   (0.06)   (1.5%) 
EPS (Rs.)   1.94   1.97   (0.03)   (1.5%) 

            
 

Financial Position (PKR ‘Bn)   Mar '20   Dec '19   Better/(Worse) 
Total Assets   2,963.66      3,124.39    (160.73)   (5.1%) 
Deposits    1,953.16      2,198.05    (244.89)   (11.1%) 
Advances - Net   980.44      1,008.14    (27.70)   (2.7%) 
Investments   1,503.03      1,439.16    63.87   4.4% 
Shareholders’ Net Assets     237.01      232.61    4.39 

 
1.9% 

 
 
Financial Performance 
 
Total income of the Bank for the three-months period ended March 31, 2020 amounted to PKR 
24.87 billion which is 4.8% higher than PKR 23.73 billion earned during the corresponding 
three-month period last year. For this period, net interest income (NII) closed at PKR 16.57 
billion, the non-mark-up / interest income (NFI) closed at PKR 8.30 billion, up by 7.2% and 0.4% 
respectively.  
 
The bank’s profit before provisions and write-offs amounted to PKR 11.06 billion being 0.7% 
higher than the PKR 10.98 billion for the similar period last year. Whereas, after-tax profit for 
the period under review closed at PKR 4.12 billion being marginally lower by 1.5% as against 
PKR 4.18 billion earned during the corresponding period of 2019. Drop in after-tax profit is 
mainly attributed to higher provision charge and some increase in operating expenses. 
 
Gross Mark-up/Interest Income 
Interest income is the Bank’s main driver of revenue. During the three-months period under 
review, the Bank earned gross mark-up/ interest income amounting to PKR 72.54 billion which 
is 58.4% higher than PKR 45.79 billion earned during the corresponding period last year. This 
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growth is attributed to both, the volumetric growth in earning assets, as well as higher policy 
rates. During the period, net advances of the Bank averaged PKR 980.29 being 8.5% higher. 
This volume-rate impact resulted into 30.6% growth in mark-up income on loans and advances 
that closed at PKR 29.83 billion.  
 
With a focused trading strategy and better liquidity management, excess liquidity with the 
Bank mostly placed into HTM and AFS market securities. Average investment during the 
quarter mounted to PKR 1,390.12 billion that earned interest income of PKR 41.68 billion being 
95.4% higher than interest income earned in Q1, 2019. The bank also earned a sum of PKR 
1.03 billion as interest / mark-up on placements. 
 
 
Mark-up/interest Expense  
During the period, the Bank paid PKR 55.96 billion as profit to providers of funds, of which PKR 
34.40 billion were paid to the depositors. This is 52.0% higher than PKR 22.64 billion mark-up 
expense for the corresponding three-months period of 2019. During the period under review, 
the Bank’s average deposits remained 9.8% higher at PKR 1,861.27 billion (Mar’ 19: PKR 
1,694.48 billion). To benefit from the arbitrage opportunities, the Bank also generates funds 
through borrowings that averaged PKR 578.65 billion (Mar ‘19: PKR 242.72 billion). Interest 
expense on Repo/borrowing/swap transactions amounted to PKR 21.56 billion.  
 
Accordingly, the Bank’s net mark-up/interest income closed at PKR 16.57 billion, being 7.2% 
higher against PKR 15.46 billion earned during the corresponding three-months period last 
year.  
 
 
Non mark-up/interest income  
Representing one-third of the Bank’s total income, non-mark-up/interest income is an 
important contributor to the Bank’s revenues. For the three-month under review, the Bank 
earned non-mark-up / interest income (NFI) amounting to PKR 8.30 billion which is slightly 
higher (PKR 29.1 million or 0.4%) than PKR 8.27 billion of Q1, 2019. It is positive to note that 
despite tough competition and difficult market conditions, the Bank has maintained its Non-
Funds-based Income (NFI). While income through fees and commission increased by 12.0% to 
PKR 4.51 billion, gain on sale of securities amounted to PKR 1.36 billion which is substantially 
higher than the PKR 0.08 billion during the corresponding quarter. However, this increase was 
off-set by a 62.3% and 60.1% drop in dividend income and exchange income, respectively. 
Given the tough market conditions due to Covid-19, lower dividends were declared during the 
period by most of the companies in which the Bank holds equity shares. On the other hand, 
income from dealing in foreign currencies  also dropped as the exchange rates remained fairly 
stable during the period. Dividend income for the period amounted to PKR 0.38 billion (Mar 
’19: PKR 1.02 billion) and exchange income amounted to PKR 0.74 billion s against PKR 1.86 
billion earned during the corresponding three-month period last year. 
 
 
Provisions and Loan Losses 
Provision charge for the three-months period under review amounted to PKR 4.06 billion as 
against PKR 2.25 billion for the corresponding three-months period of 2019. This mainly 
includes (i) provision charge against loans and advances amounting to PKR 3.11 billion, being 
PKR 1.38 billion or 79.9% higher YoY, and (ii) provision charge against diminution in value of 
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investments amounting to PKR 662.60 million as compared to PKR 445.64 million for the 
corresponding three-months period last year.  
 
 
Expense Management  
Operating expenses for the period under review amounted to PKR 13.53 billion, being 6.2% 
higher against PKR 12.74 billion for the corresponding period of 2019. HR compensation 
expenses that constitute 70% of the total operating expenses amounted to PKR 9.50 billion 
being 7.4% higher than PKR 8.84 billion of corresponding period last year. Property related 
expenses during the period recorded a 4.3% growth and amounted to PKR 1.61 billion (Mar 
’19: PKR 1.54 billion), whereas expenses incurred on IT amounted to PKR 265.06 million. Other 
operating expenses closed at PKR 2.16 billion being 5.3% higher YoY.  
 
 
Taxation  
Effective tax rate for the current quarter is 41% as compared to 52% of corresponding period 
last year. The drop in effective tax rate is due to the fact that in March 2019, super tax 
amounting to PKR 1.06 billion for the tax year 2018 was paid and recorded as “prior year 
charge” in terms of the Finance Supplementary (Second Amendment) Bill, 2019.  
 
 
Profit After Taxation 
Accordingly, after tax profit for the three-month period closed at PKR 4.12 billion being 1.5% 
down from PKR 4.18 billion in Q1 ’19. This translates into Earnings per share of Rs. 1.94 against 
Rs. 1.97 for the Q1 ’19. The after tax return on average assets (RoA) stood lower at 0.5% in Q1 
’20 compared to 0.7% for Q1 ’19; whereas after tax RoE closed at 10.0% compared to 11.2 % in 
Q1 ’19.   
 
 
 
Financial Position 
 
As of March 31, 2020 total assets of the Bank amounted to PKR 2,963.66 billion which is 5.1% 
lower than PKR 3,124.39 billion as at December 31, 2019. Strength of the Bank’s balance sheet 
is driven by the wide market outreach and branch banking network where the focus remains 
on low-cost deposit mobilization. The bank’s share in total industry assets, advances and 
deposits is around 14.2%, 12.2% and 13.8% respectively.  
 
Loans and Advances 
As at quarter ended March 2020, gross advances of the Bank amounted to PKR 1,129.74 
billion, marginally lower than PKR 1,151.32 billion as at December 31, 2019. However, 
compared to PKR 1,046.11 billion of March 2019, gross advances stand increased by PKR 83.63 
billion or 8.0%. The loan portfolio’s (net) contribution to total assets stood still low at 33.1% 
(2019: 32.3%). Marginal drop in the loan portfolio is mainly due to seasonal impact on lending 
in commodity, SME and Agri products, which is expected to reverse in the following quarters. 
 
Domestic advances constitute 93.0% of the Bank’s total loan portfolio and amounted to Rs. 
1,050.7 billion (Dec ‘19: PKR 1,054.9 billion); whereas overseas loans amounted to PKR 79.1 
billion (Dec ’19: PKR 96.4 billion).  
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Given the challenging economic environment triggered by the Covid-19 pandemic break-out, 
non-performing loans ‘NPLs’ of the Bank have increased by PKR 7.91 billion or 5.3% during the 
quarter under review. As of March 31, 2020 non-performing loans totaled to PKR 156.66 billion 
as against PKR 148.75 billion at the end of year 2019.  
 
 
As of March 31, 2020 total provisions held against NPLs amounted to PKR 149.30 billion of 
which specific provisions amounted to PKR 138.98 billion. Gross NPL Ratio, Net NPL Ratio and 
provision coverage stood at 13.9%, 1.8% and 88.7% respectively in Mar-20 as compared to 
12.9%, 1.4%, and 90.2% as of Dec-19. 
 
Investments 
As of March 31, 2020, the Bank’s investments at cost amounted to PKR 1,481.93 billion as 
against PKR 1,417.65 billion as of December 31, 2019. This depicts an increase of PKR 64.29 
billion or 4.5% mainly in available-for-sale securities ‘AFS’ securities that increased by PKR 
80.89 billion or 7.8%. Net investments constitute 50.7% of the Bank’s total assets (46.1% as on 
December 31, 2019) and approx. 16.0% of the total banking industry investments. The Bank’s 
Available for Sale ‘AFS’ portfolio also includes a small but diversified portfolio of listed equities 
of PKR 31.78 billion (just over 1% of assets). Investment outside Pakistan includes the Bank’s 
3.7% stake in Saudi Arabia’s Bank Al-Jazira which is carried at marked-to-market value of PKR 
15.26 billion. 
 
The bank looks to maintain an efficient investment portfolio with good yield and manages 
duration and risk within acceptable parameters. Excess liquidity with the Bank is placed in 
market treasury bills. 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 and bonds, high dividend yielding equities and other interest bearing financial 
instruments. During the period under review, investments averaged at PKR 1,390.12 billion 
being significantly higher than PKR 945.24 billion during the corresponding year last year. The 
Bank follows a strategy of building a short-term portfolio. Yield on investments and placements 
during the three-months period under review stand improved to 12.06% as compared to 
9.08% for the corresponding three-months period last year.  
 
Deposits 
As of March 31, 2020, deposits of the Bank amounted to PKR 1,953.16 billion, depicting a drop 
of PKR 244.89 billion or 11.1% as against PKR 2,198.05 billion as of December 31, 2019. 
Deposits constitute 71.6% of the Bank’s total liabilities and translate into 13.8% share in total 
banking industry deposits. Customer deposits that form 92.5% of the Bank’s total funding pool 
remained stable during the period and amounted to PKR 1,807.0 billion (2019: PKR 1,797.25 
billion). During the period under review, deposits averaged at PKR 1,861.27 billion as against 
PKR 1,694.48 billion during the corresponding period last year. CASA Ratio stood at 80.3% 
which is marginally lower than 81.8% in Dec ’19.  
 
 
Capital Strength and Adequacy 
 
In order to ensure continuity of the Bank’s business, a strong capital base and CAR are a given. 
With the increasing minimum capital requirements, the Bank aims at efficient capital allocation 
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through conservative portfolio growth, quality lending to low-risk customers / sectors, 
enhanced credit monitoring and de-risking from higher capital allocation avenues. 
 
The Bank seeks to maintain strong capital levels to build a solid platform going forward. 
Effective March 31, 2020 the Bank has been designated as “Category-C” Domestic Systemically 
Important Bank (D-SIB) by the State Bank of Pakistan. This designation initially required the 
Bank to hold an additional 1.5% Higher Loss Absorbency (HLA) surcharge, over and above its 
minimum capital adequacy ratio (CAR) requirement in 2019. However, the SBP has increased 
the HLA surcharge by 50bps to 2% effective March 31, 2020 as per the latest D-SIB designation. 
Recently, the SBP has extended regulatory relief to dampen the effects of COVID-19 and 
support the banking sector in extending credit facilities to its customers. To that end, SBP has 
reduced the Capital Conservation Buffer (CCB) from its existing 2.5% to 1.5%, for the time 
being. This has resulted in minimum CAR requirement for the Bank at 13.5% (including the HLA 
Surcharge of 2%) as at March 31, 2020. Thus the CAR requirement stands reduced by 50 bps 
from the minimum regulatory CAR requirement applicable for the Bank (including the HLA 
Surcharge of 2%) of 14.0% at Dec ’19. 
 
With Common Equity Tier 1 (CET-1) ratio at 12.84% (Dec’ 19: 12.11%) and total Capital 
Adequacy Ratio (CAR) at 16.73% as of March 31, 2020, the Bank is compliant with the 
regulatory requirements.  
 
 
 
Controls and Compliance 
 
The Bank remains compliant with all the applicable laws, rules, regulations, and codes in the 
spirit of good governance, and continuously strives for improving the compliance environment. 
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 subsequent inspections and gets them independently validated. The Bank is 
committed to making progress and seeks to comply with all applicable laws and regulations. 
This heightened attention to compliance is expected across the Bank’s 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 three-months ended March 31, 2020 after carry forward of accumulated profit of 
2019 is proposed to be appropriated as follows: 

 
                                                                                                                       (PKR Million) 

Profit before tax for the three-months ended March 31, 2020 7,002.81 

  
Taxation:   

-          Current 3,443.15 
-          Prior Year 0.00 
-          Deferred (559.28) 

 
2,883.87 

Profit after tax for the three-months period ended March 31, 2020 4,118.94 

   
Un-appropriated profit brought forward 88,785.90 
Other comprehensive income - net of tax (133.37) 
Transfer from surplus on revaluation of fixed assets  57.59 
Profit available for appropriations 92,829.06 

  Appropriation:  
Transfer to Statutory Reserve (10% of after-tax profit) (411.89) 
Un-appropriated profit carried forward 92,417.17 
 
 
 
Contingency Regarding Pension Case 
 
Status of the case is same as disclosed in Note # 25.3.3.1 to the Annual Financial Statements 
for the year ended December 31, 2019. Pending the decision on our review petition, the 
financial impact of the subject case has not been included in the instant financial statements as 
the Bank, based on the legal counsel’s opinion, looks forward to a favourable outcome of the 
case.  
 
  
Credit Rating 
 
NBP is rated as ‘AAA’ by the two recognised credit rating agencies in Pakistan. In June 2019, 
M/s JCR VIS Credit Rating Company re-affirmed the Bank’s standalone credit rating as “AAA”, 
the highest credit rating awarded by the company for a bank in Pakistan. Similarly, M/s PACRA 
has also assigned the Bank long-term entity rating as 'AAA' (Triple AAA) and short-term credit 
rating as 'A1+' (A-one Plus). Moody’s Investors Service, in their report of Dec ‘19, upgraded 
Outlook of the Bank to ‘Stable’ with a ‘B3’ long-term rating. 
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Outlook 
 
The actions taken to combat the Covid-19 pandemic will have an adverse impact on the Global 
economy as well as that of Pakistan. These actions have created unique challenges for the 
monetary and fiscal policy makers and led to a disruption of economic activity. Massive 
stimulus packages have been introduced across the world to mitigate the impact though the 
outlook is still uncertain, Countries, including Pakistan, have begun easing lockdowns, which 
should help provide support to economic activity. A possible rise in infection rates could 
prompt fresh lockdowns, and there is the risk that recovery could prove more sluggish than is 
currently anticipated.  
 
The Bank is fully aware of its duty to support its customers and the wider economy during 
these difficult times by extending appropriate financing facilities and creating liquidity in line 
with the measures introduced by the State Bank of Pakistan. The Bank will also consider other 
measures deemed necessary as the situation emerges. These measures may disrupt our 
performance indicators through hikes in operating costs, higher loan losses and impairments, 
all resulting in lower profitability in the short and medium term. A strategy under immediate 
consideration is that of supporting the microfinance/SME sectors that serve over 7 million 
borrowers. The operating entities in these sectors are under severe pressures as their 
borrowers businesses and employment are directly affected by the lockdowns. Our aims here 
are to help the sectors survive and simultaneously establish NBP as a leading bank in these 
underserved segments.       
 
 
Acknowledgement and appreciation 
 
We would like to take this opportunity to acknowledge and appreciate the contributions of the 
Directors for their leadership and guidance in helping build a sustainable platform for growth. 
We also appreciate the critical and valuable role of management as well as that 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: May 21, 2020 
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Directors’ Review  

Consolidated Financial Statements 
 

On behalf of the Board of Directors, we are pleased to present the consolidated financial statements of the 
bank and its subsidiaries for the three-months period ended March 31, 2020. 
 
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 of the Bank and its Subsidiaries for the three-months ended March 31, 2020 
amounted to PKR 4.14 billion, being 3.3% lower than PKR 4.28 billion earned for the corresponding three-
months period of 2019. For the period under review, the bank’s subsidiaries contributed a net profit of PKR 
72.10 million (Mr ’19:PKR 41.3 million) towards the Group profitability. The Bank’s subsidiaries in Central 
Asian states recorded a net profit as against net loss recorded in the similar period of 2019; whereas, the local 
subsidiaries recorded a drop in the profitability. For the period under review, the Bank’s associate companies 
contributed a net share of loss of PKR 130.60 million as against a net profit of PKR 25.42 million for the 
corresponding three-months period of 2019. The bank is developing an integrated strategy to build synergies 
& new business platforms across both its local and international subsidiaries. The Board has re-looked at the 
Bank’s entire international franchise to decide locations that make sense in longer term to continue 
operations.   
 
As of March 31, 2020, consolidated assets of the Bank amounted to PKR 2,970.79 billion, being 5.2% lower 
than PKR 3,132.36 billion as at December 31, 2019. Consolidated earnings per share for the period under 
review amounted to Rs. 1.94 as against Rs. 2.00 for the similar period of 2019. Consolidated operating results 
and appropriation of profits as recommended by the Board are given below: 
 

                                                                                                                                  PKR Million 
Profit before tax for the three-months ended March 31, 2020 7,064.32  
Taxation:   

-     Current 3,481.75  
-     Prior Year -  
-     Deferred  (555.98) 

 
2,925.77  

Profit after tax for the three-months ended March 31, 2020 4,138.55  

  
Un-appropriated profit brought forward 93,465.52 
Other comprehensive income - net of tax (133.38) 
Non-controlling interest (18.69) 
Transfer from surplus on revaluation of fixed assets  57.60 
Profit available for appropriations 97,509.60 

  Appropriation: 
Transfer to Statutory Reserve  411.89 
Un-appropriated profit carried forward 97,097.70 
  Basic and diluted earnings per share (Rupees)      1.94 
, 
For and on behalf of the Board of Directors, 
 
 
 
 
 
Arif Usmani                     Zubyr Soomro  
President & CEO       Chairman    
Karachi 
Date: May 21, 2020 
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