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Directors’ Report to the Shareholders 
Standalone Financial Statements 

Dear Shareholders, 
We have pleasure in presenting to you, on behalf of the Board, our report on the standalone financial 
statements of the Bank for the half-year ended June 30, 2021.  

Macroeconomic Environment 
Globally, the past few months have brought positive news on the global economy, suggesting a vigorous 
recovery from the COVID-19 crisis. In Pakistan, the economic recovery has maintained an upward trajectory 
not only for FY2021 but also setting an optimistic baseline scenario for FY2022 as well. LSM production has 
surpassed its pre-COVID level during Jul-May FY2021. Budget-2022 targets inclusive and sustainable 
economic growth through pro-poor initiatives and social safety nets (Ehsaas Programme’s vertical and 
horizontal expansion). Various measures for economic revival have been introduced such as the relief for 
the automobile industry, an SME Support Program, higher Federal PSDP 2021-22 and subsidies under Naya 
Pakistan Housing Scheme 

Average inflation stood within the projected range of 8-9%. Fiscal consolidation efforts are also on track as 
the fiscal deficit was reduced to 4.6% of GDP (PKR 2,197 Bn) during Jul-May, FY2021, from 5.8% of GDP 
(PKR 2,418 Bn) last year. The current account deficit that declined by 58.4% and reached USD 1.9 Bn (-0.6% 
of GDP, the lowest in 10 years) during FY2021, started to widen in the second half of FY21, and is  expected 
to remain within a sustainable range of 2-3% of GDP in FY22. With the widening of the current account 
deficit, the PKR has depreciated by around 4% during the last couple of months. While SBP’s Roshan Digital 
Account initiative has generated financial inflows of USD 1.8 Bn, workers’ remittances rose to USD 29.4 Bn 
(USD 23.1 Bn last year) for FY’21. SBP’s FX reserves rose by USD 5.2 Bn during FY21 to end at over USD 17 
Bn or around 3 months of imports, which is a 4½ year high. Monetary policy has remained accommodating 
as the State Bank of Pakistan has maintained the policy rate at 7.0% to support the economy. While the 
banking sector’s profitability remained high for the half-year ended June 30, 2021, asset quality has 
however emerged as a growing concern and banking earnings have been reinforced by lower provisioning 
levels.  

As a result of these developments, GDP growth is projected to rise from 3.9% in FY21 to 4-5 percent this 
year, and average inflation to moderate to 7-9 percent this year from its recent highs. The government’s 
measures combined with pressures for adherence to Covid-19 SoPs by the general public will be helpful in 
continuation of the economic recovery along with decelerating inflationary pressures and preserving 
acceptable external balances. 

Our Response to the Covid-19 
The Board and the management of the Bank remain fully cognizant of the health and financial impact of the 
pandemic on the Bank, its employees, its customers and the communities it serves. From the very onset of 
the pandemic, your Bank has remained particularly focused on continuity of banking services to the Bank’s 
customers while ensuring the health and safety of its frontline workforce. Constant efforts have been made 
to keep the maximum number of branches operational while ensuring SoPs are adhered to and necessary 
safety measures are effectively placed in all business premises of the Bank. In continuation of our efforts 
towards vaccination of all NBP employees at their doorsteps, the Bank has arranged vaccination drives for 
all NBP employees and their family members at the Head Office. 

Financial Performance for the period ended June 30, 2021  
Despite the continued challenging environment, the Bank has delivered strong financial results for the six-
months period ended June 30, 2021.  
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NFI (PKR 'Bn) 

Fee. Cap.Gain. F.E.
Div. Oth.

 Profitability (PKR ‘Bn)

KPI  Jun‘21 Jun’20 Better / (Worse) 

NII 47.40 48.44 (1.05) (2.2%) 
NFI 18.04 18.34 (0.30) (1.6%) 
Total Income 65.44 66.78 (1.35) (2.0%) 
Admin Expenses 30.65 29.54  (1.10) (3.7%) 
Profit Before Provisions 34.79 37.24 (2.45) (6.6%) 
Provisions and write offs – net 6.77 15.64 8.87 56.7% 
Profit Before Tax 28.02 21.60 6.41 29.7% 
Profit After Tax 16.97 15.19 1.77 11.7% 
Earnings Per Share (Rs.) 7.97 7.14   0.83 11.7% 

 Mark-up/Interest Income
During the period under review, the Bank earned gross mark-up/interest income of PKR 108.0 Bn (-25.7%, 
YoY). Performing interest-bearing assets averaged PKR 2,581.10 Bn, being marginally higher by 6.4%, YoY. 
The Policy rate that was 13.25% during most of H1 2020, had been reduced to 7.0% which triggered a 
significant YoY drop in both interest/mark-up earnings and expense.  

The Bank’s investment portfolio averaged PKR 1,566.45 Bn (Jun’20: PKR 1,403.68 
Bn) and generated interest/mark-up income of PKR 64.10 Bn. Whereas, loans and 
advances portfolio averaged at PKR 965.04 Bn (Jun ’20: PKR 969.12 Bn) and 
generated a mark-up/interest income of PKR 42.15 Bn. Average interest-bearing 
liabilities increased by 2.0% to PKR 2,537.18 Bn (Jun ’20: PKR 2,487.17 Bn). 
Whereas, cost of funds closed at PKR 60.60 Bn (Jun ’20: PKR 96.82 Bn (-37.4%, 
YoY), of which 64.5% i.e. PKR 39.10 Bn (Jun ’20: PKR 61.51 Bn) was on account of 
profit to the depositors. Average deposits of the Bank grew by PKR 119.86 Bn or 
6.2% YoY to PKR 2,057.76 Bn. However, given our efficient deposit-mix strategy, 
average non-interest bearing deposits increased by PKR 57.07 Bn contributing 
towards a drop in overall cost of deposits that reduced by 257 bps at 3.83% 
compared to 6.40% of the same period last year. Mark-up/interest expense incurred during the period 
under review on Repo transactions amounted to PKR 13.48 Bn as compared to PKR 25.81 Bn of the 
corresponding H1’20.  

Consequently, the Bank’s net mark-up/interest income closed at PKR 47.40 Bn, being 2.2% lower than PKR 
48.44 Bn earned during the corresponding six-month period of 2020.  

 Non mark-up/interest income
The Bank generated non mark-up income of PKR 18.04 Bn, marginally 1.6% 
lower YoY despite tough market conditions.  

Fee & Commission Income Fee & Commission income that constitutes a major 
48.9% share of the total NFI, amounted to PKR 8.8 Bn similar to PKR 8.7 Bn of 
1H’20. As corporates have recently resumed dividend payout (which wasn’t 
the case in H1 ’20 as companies had resorted to retain the profits to address 
the risk emerging due to the onset of Covid-19), dividend income for the 
period increased by a 41.7% to PKR 1.46 Bn compared to PKR 1.03 Bn of H1 
‘20. Given the lower trade business activity in both local and foreign 
economies, the Bank’s foreign exchange income for H1 ’20 dropped by 1.5%, 
YoY, to PKR 2.66 Bn (Jun ’20: PKR: 2.70 Bn). Effectively compensating against the shrinkages in commission 
based income, the Bank achieved equity gains on securities to the tune of PKR 4.14 Bn (H1 ’20: PKR 3.34 
Bn). Accordingly, the non-mark-up/interest income of the Bank totalled PKR 18.04 Bn, being 1.6% lower 
than PKR 18.34 Bn of the corresponding six-month period of prior year.  
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 Expense Management
Non mark-up / interest expenses of the Bank for the period under review 
amounted to PKR 30.65 Bn, being 3.7% up, YoY. Given the lower total income, 
the Bank’s cost-to-income ratio for the period slightly weakened to 46.8% as 
against 44.2% for the corresponding six-month period of 2020. However, 
expenses incurred during the period seem to be in line with the industry norms. 
HR compensation that accounts for around 67.0% of the total operating 
expenses, amounted to PKR 20.54 Bn compared to PKR 19.55 Bn for the 
corresponding six-month period of 2020. While Property related expenses 
amounted to PKR 3.96 Bn (H1 ’20: PKR 3.78 Bn), IT related expenses were PKR 
1.21 Bn (H1 ’20: PKR 1.05 Bn). Other operating expenses remained the same 
with the slight increase of 0.7%.  

 Loan Losses and Provisions
Reflecting the economic environment triggered by the Covid-19 pandemic, the asset quality of the Bank has 
come under considerable pressure in recent months. As of June 30, 2021, NPLs of the Bank totaled PKR 
184.40 Bn, being PKR 13.11 Bn or 7.7% higher than PKR 171.29 Bn at the end 2020.  

The Bank prudently identified loan impairments under the expected credit loss model to buttress its 
balance sheet and maintained a robust level of provisions. The Bank’s financial results, while these show a 
strong increase in earnings, they also demonstrate its resilience and ability to build necessary cushions to 
absorb credit losses. Accordingly,  a net provision charge of PKR 6.77 Bn (Jun ’20: PKR 15.64 Bn) has been 
created being PKR 7.08 Bn against NPLs slightly off-set by PKR 0.35 Bn of reversal against diminution in the 
value of investments. Consequently, the specific and general provisions held stood at PKR 162.77 Bn 
(Dec’20: PKR 154.15 Bn) and PKR 20.02 Bn (Dec ’20: PKR 22.47 Bn), respectively. Gross NPL Ratio, Net NPL 
Ratio and provision coverage stood at 15.6%, 2.2% and 88.3% at the end of period under review as 
compared to 14.8%, 1.7% and 90.0% as of Dec 31, 2020, respectively. 

 Profit After-Taxation
The Bank has delivered an impressive 11.7% growth in profit after-tax that closed at PKR 16.97 Bn as against 
PKR 15.19 Bn for the corresponding six-month period of 2020. The effective tax rate rose to 39.4% vs 29.7% 
for the corresponding period last year. It was due to the impact of the additional 2.5% tax imposed (in the 
Federal Budget) on the entire income on Federal Government Securities for banks with ADR below the 
defined limits. This tax was previously imposed on the incremental component of income. 

 Appropriation of Profit:

Profit for the six-months ended June 30, 2021 after carry forward of accumulated profit of 2020 is proposed 
to be appropriated as follows: 

(PKR ‘Bn) 

Profit after tax for the six-months ended June 30, 2021 16.97 

Un-appropriated profit brought forward 116.02 

Other comprehensive income - net of tax 0.23 

Transfer from surplus on revaluation of fixed assets 0.12 

Profit available for appropriations 133.34 

Appropriation: 

Transfer to Statutory Reserve  (1.70) 

Un-appropriated profit carried forward 131.64 
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Financial Position as at June 30, 2021 

As of June 30, 2021 total assets of the Bank amounted to PKR 3,616.89 Bn which is 20.2% above the year-
end 2020 level of PKR 3,008.53 Bn. 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.  

 Loans and Advances
Given the limited loan demand in the private sector, gross advances of the Bank grew marginally by 1.7% to 
PKR 1,179.73 Bn from PKR 1,159.87 Bn as at December 31, 2020. The Bank’s net advances recorded a 
marginal growth of 1.4% to PKR 996.95 Bn from PKR 983.25 Bn at the end 2020. The Bank is pursuing a 
more risk-prudent strategy for loan growth with a focus on small ticket loans to high quality borrowers in 
the SME sector.  

 Investments
Pursuant to an effective risk and liquidity management strategy, the Bank is maintaining a diversified 
investment portfolio across zero risk weighted instruments, high dividend yielding equities and other 
interest-bearing financial instruments. As of June 30, 2021, investments at cost amounted to PKR 1,820.06 
Bn (Dec’20: PKR 1,437.37 Bn), whereas the carrying value amounted to PKR 1,849.47 Bn (Dec’20:PKR 
1,463.40 Bn). This portfolio-mix gives the Bank flexibility to capitalise on short-term price movement by 
frequently churning the short-term portfolio. 

 Deposits & Funding
As of June 30, 2021, total deposits of the Bank were PKR 2,679.74 Bn being 
10.8% higher against year-end, 2020 level of PKR 2,418.97 Bn. The vast 
majority of the Bank’s funding comes from its core customer deposit base 
which has continued to grow during H1 ‘2021. Customer deposits pool-in 
84.2% (PKR 2,255.23 Bn) of the Bank’s total deposits. Compared to Dec 31, 
2020 level, customer deposits have increased by PKR 234.59 Bn or 11.6%. 
Non-remunerative current deposits are significant at 27.6% of the total 
customer deposits; whereas remunerative, but low cost current accounts 
deposits comprised 23.5%. On a positive note, the Bank’s CASA ratio also 
improved to 85.9% (2020: 83.8%). 

The liquidity position of the Bank is supported by the presence of sizeable liquid assets in relation to 
deposits and borrowings. Furthermore, adequate liquidity is available through Liquidity Coverage Ratio and 
Net Stable Funding Ratio over the regulatory requirements as the same amounted to 158% and 282% at 
Jun’21, respectively vis-à-vis regulatory requirement of 100% for each. 

 Capital Strength and Adequacy
The Bank is currently required to maintain CET-1 Ratio at 6.0% and Total Capital Adequacy Ratio at 13.5%. 
At June 30, 2021 the Bank’s eligible common equity Tier-1 amounted to PKR 190.5 Bn, 10.2% up against 
PKR 172.9 Bn at the year-end 2020. At the end June 2021, the total Risk Weighted Assets “RWAs” 
amounted to PKR 1,141.34 Bn (Dec ‘20: PKR 1,153.10 Bn). Higher profitability, coupled with reduction in the 
capital conservation buffer and the total RWAs has improved the Bank’s tier-1 capital ratio to 16.69% (Dec 
’20: 14.99%) and total capital adequacy ratio to 22.18% (Dec ’20:19.78%). Both the ratios are well 
compliant with the regulatory requirements. Net Assets at the end June ’21 stood at PKR 285.54 Bn i.e. 
6.7% or PKR 18.0 Bn. This translates into break-up value per share at Rs. 134.2, depicting a 38% growth 
from Rs. 97.2 at the end of 2018.    

Closure of foreign Subsidiaries and Branches 
Necessary steps are underway to consolidate the Bank’s international footprint and implement it’s decision 
on the closure of two (02) overseas subsidiaries along with three (03) overseas branches. Further the Bank’s 
operations in Afghanistan and Bangladesh are being limited only to the branches in the capital city Kabul 
and Dhaka, respectively.  
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Internal Control & Compliance  
The Bank remains committed to ensure compliance with all the applicable laws, rules, regulations, and 
codes in the spirit of good governance. To this end, the bank has supported investments in new 
technological platforms for effective AML/CFT/CPF controls, data accuracy and authenticity, and internal 
controls over financial reporting.  

The international franchise of the Bank is being strategically streamlined to facilitate an enhanced level of 
compliance. 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 the allocation of adequate resources to ensure 
full compliance with such requirements. The Bank continues to undertake necessary remedial actions to 
address the regulatory weaknesses highlighted in the 2016 written agreement and those identified in 
subsequent examinations by the US regulators. However, the Bank remains vulnerable until it completes 
the required remedial actions and the same are endorsed by the US Regulators. These weaknesses as 
repeatedly pointed out by the regulators are the result of inadequate standards followed over the last 
decade. Changing the culture related to that will take time but our efforts are bearing fruit. 

Contingency Regarding the Pension Case 
Status of the case is the same as disclosed in Note # 25.3.3.1 to the Annual Financial Statements for the 
year ended December 31, 2020. The management‘s estimate of overall increase in pension liability, based 
on the independent actuarial firm report for the half year ended June 30, 2021 amounted to PKR 73.4 Bn, 
excluding any penal interest / profit payment (if any) due to delayed payment. Further, the pension 
expense for the year 2021 onward will also increase by PKR 7.4 Bn due to this decision. Based on the 
opinion of legal counsel, no provision for any additional pension liability has been made in these 
unconsolidated condensed interim financial statements for the above mentioned amount as the Bank 
remains confident on the merits of its position in the matter. However, external auditors of the Bank have 
inserted an emphasis of matter para in their review report on Financial Statements. 

Changes in the Board of Directors 
In exercise of powers conferred under Section 11(3) (a) of the Banks (Nationalization) Act, 1974, the Federal 
Government has appointed Mr. Ahsan Ali Chughtai as an Independent Director on National Bank of Pakistan 
(NBP)'s Board for a term of three (03) years effective June 21, 2021. Mr. Muhammad Suhail Rajput resigned 
from the NBP Board on May 27, 2021. 

Credit Ratings  
NBP is rated as ‘AAA’ by both the recognised credit rating agencies in Pakistan. In June 2021, M/s 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 Credit Rating Company also assigned the Bank 
long-term entity rating as 'AAA' (Triple AAA) and short-term credit rating as 'A1+' (A-one Plus).  

Future Outlook 
With the global economic recovery projected for 2021, economic momentum in Pakistan is also expected to 
improve albeit below the pre pandemic levels. However, some volatility may be expected amidst the recent 
geo-political changes in the region. While policy responses are expected to soften the blow dealt to 
businesses by the pandemic outbreak, these may not fully offset the effects. The State Bank of Pakistan has 
recently revised its projection for Pakistan’s economic growth to around 5.0%.  
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Your Bank will continue to play its role towards economic recovery in the country, while also maintaining a 
strong & resilient balance sheet to deliver performance for its shareholders. The Bank’s business strategy 
will remain focused on financing and supporting underserved sectors including SME, Microfinance, 
Agriculture Finance and the PM’s Low-Cost Housing initiative as well as Islamic financing on a priority basis.  

Acknowledgement & Appreciation  
We appreciate the continued efforts & dedication of our employees towards ensuring the continuity of 
uninterrupted service to the Nation during these difficult times. We pay special respect and tribute to all 
those NBP staff members who lost their lives in the line of duty during the Covid-19. May Allah grant them 
the highest place in Jannah.  

We would like to acknowledge the Government of Pakistan, the State Bank of Pakistan, the SECP and other 
regulatory bodies for their continued support in enabling the Bank to achieve its  potential towards the 
socio-economic development of Pakistan.  

For and on behalf of the Board of Directors 

Arif Usmani  Zubyr Soomro 
President & CEO Chairman 

Karachi 
Dated: August 26, 2021 
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Directors’ Report to the Shareholders 
Consolidated Financial Statements 

Dear Shareholders, 
On behalf of the Board of Directors, we are pleased to present the Directors’ Review together 
with consolidated financial statement of National Bank of Pakistan “the Bank” and its subsidiaries 
for the half-year ended June 30, 2021.  

Consolidated after-tax profit for the six-months period ended June 30, 2021 amounted to PKR 
17.05 billion, being 12.8% higher than PKR 15.11 billion earned for the corresponding six-month 
period of 2021. During this period, the Bank’s subsidiaries contributed a net profit of PKR 163.39 
million (Jun’20: PKR 158.68 million) towards the Group’s profitability, and the share of 
profits/(loss) from associates was PKR 30.94 million (Jun’20: loss of PKR 62.97 million). A profit of 
PKR 56.21 million was however recorded on account of UNBL, a UK based Joint Venture in which 
NBP has 45% shareholding. Accordingly, consolidated EPS stood at Rs. 7.98 as compared to Rs. 
7.08 for the similar period of 2021. As of June 30, 2021, consolidated assets of the Bank were 
20.1% higher at PKR 3,624.98 billion compared to the December 31, 2020 level of PKR 3,017.21 
billion. 

Profit for the six-months ended June 30, 2021 after carry forward of accumulated profit of 2020 
is proposed for appropriation as follows: 

(PKR ‘Bn) 

After-tax profit for the six-months ended June 30, 2021 17.05 

Unappropriated profit brought forward 120.63 
Other comprehensive income- net of tax 0.23 
Non-controlling interest (0.07) 
Transfer from surplus on revaluation of fixed assets 0.12 
Profit available for appropriations 137.96 

Appropriation: 
Transfer to Statutory Reserve (1.70) 
Unappropriated profit carried forward 136.27 

For and on behalf of the Board of Directors 

Arif Usmani  Zubyr Soomro 
President & CEO  Chairman 
Karachi  
Date: August 26, 2021 
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