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KSE100 Index: Closing 36,061.56 | (173.13) Ext: 3099

=" We reiterate our ’Hold’ rating on National Bank of Pakistan (NBP) with a KATS Code: NBP
revised Target Price of Rs54 (Rs55 previously), offering an attractive
dividend yield of 9%.

®" We also revise our 2016E-2017F earnings forecasts for NBP upwards by
1-2%, where we now expect 2016E EPS to clock in at Rs6.33 (-30% YoY). Market Price: Rs53.94

Bloomberg Code: NBP PA

Reuters Code: NBPK.KA

®" We highlight that extension of 4% Super Tax for another year in Federal
Budget FY17 is likely to trim our 2016E earnings estimate by 10%.

" The bank posted 1Q2016 PAT at Rs4.04bn (EPS: Rs1.90), which came in
23% YoY higher, but 43% QoQ lower on an unconsolidated basis. NBP’s Market Cap: Rs115bn, US$1,094mn
Net Interest Income (NII) increased by 15% YoY.

December 2016 Target Price: Rs54

Valuation Methodology: Justified P/B

1-yr Avg. Daily Volume:

®=  Advances continued with their downward trajectory declining by 9% YoY 0.9mn shares, Rs47mn, US$0.5mn
in 1Q2016 vs. industry’s growth of 10% YoY. Contraction in loan book
trimmed the bank’s ADR by 10ppt YoY to 44%.

TP revised to Rs54, Hold

We reiterate our 'Hold’ rating on National Bank of Pakistan (NBP) with a revised

Target Price of Rs54 (Rs55 previously). NBP is currently trading at 2016E P/B of

1-yr High / Low: Rs61.31/51.15

Estimated free float: 506mn shares (24%)
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1Q2016: Lower cost of funds support spreads S Revised 500 350 450

The bank posted 1Q2016 PAT at Rs4.04bn (EPS: Rs1.90), which came in 23% % Change 0% 0% -5%
YoY higher, but 43% QoQ lower on an unconsolidated basis. NBP’s Net Interest Source: JS Research

Income (NII) increased by 15% YoY in 1Q2016 as the bank managed to bring

down its Interest Expense by a massive 20% YoY on 13% YoY growth in zero cost

deposits. Key statistics

(Rs mn) 1Q2016 1Q2015 YoYA% 4Q2015 QoQA% Net Interest Income 53,720 47,488 46,649
Interest Earned 26,970 29,256 -8% 30,171 -11% Total Income 88,702 71,232 70,493
Interest Expense 14,945 18,777 -20% 12,844 16% NIMs 3.84% 3.08% 2.91%
Net Interest Income 12,025 10,479 15% 17,327 -31% Operating expenses 43,666 45,554 50,254
Provisioning Expense 1,003 3,314 -70% 3,629 -72% EPS (Rs) 9.03 633 439
Non-Interest Income 6,539 8,464 -23% 8,942 -27% EPS growth 28% -30% -31%
Operating expenses 11,391 10,608 7% 11,536 -1% DPS (Rs) 750 5.00 3.50
PBT 6,171 5,020 23% 11,105 -44% BVPS (Rs) 79 77 76
Tax 2,133 1,743 22% 3,991 -47% P/B 0.68 0.70 0.71
PAT 4,038 3,278 23% 7,113 -43% DY 14% 9% 6%
EPS (Rs) 1.90 1.54 23% 3.34 -43% Tier | ROE 17%  12% 8%
Source: Company Accounts Source: JS Research
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NBP’s cost of funds declined by 242bps YoY, resulting in spreads to expand by
48bps YoY to 1.94%. In addition, higher Provisioning Expenses base in 1Q2015
further boosted 1Q2016 EPS. The bank booked capital gains worth Rs1.5bn during
1Q2016, lowest since 3Q2014.

Advances continue to decline

NBP’s deposit base posted 12% YoY growth, in-line with the industry, supporting
the 12% YoY growth in asset base as of March 2016. NBP’s investments in short-
term government papers (T-Bills) increased further to Rs369bn, taking contribution
of T-Bills to total Investments to 43% (1Q2015: 26%). Higher T-Bills also increased
total Investments by 42% YoY, to Rs851bn, taking the IDR to 67% (+14ppt YoY).
Meanwhile, Advances continued with their downward trajectory declining by 9%
YoY in 1Q2016 vs. industry’s growth of 10% YoY. Contraction in loan book trimmed
the bank’s ADR by 10ppt YoY to 44%.

Also in Focus

11MFY16 tax collection at Rs2.64trn, up 21% YoY

The provisional tax collection for 11MFY16 has amounted to Rs2,642bn, up 21%
YoY. The FBR provisionally collected Rs296bn in May 2016, up 26% YoY. The
FBR is required to collect around Rs462bn during June 2016 to achieve the annual
target of Rs3,104bn for FY16.

......................................................................................................................

Pakistan market statistics (May 31, 16)

KSE-100 Index 36,061.56
Previous KSE-100 Index 36,234.69
Change from last closing -173.13
Change from last closing (%) -0.48%
PSX Market Cap. (Rs. bn) 7,357.59
PSX Market Cap. (US$ bn) 70.17
Total Volume (Shares mn) 220.79
Traded Value (Rs. bn) 10.35
Traded Value (US$ mn) 98.67
KSE-30 Index 20,781.54
Change from last closing -131.48
Change from last closing (%) -0.63%
Futures Volume (Shares mn) 45.18
Futures Value (Rs. mn) 3,184.23
Futures Spread 8.96%

Source: PSX

PSX valuations

2014A 2015A 2016E
P/E (x) 8.5 8.3 8.0
PIBV (x) 16 15 1.4
Div. Yield (%) 6% 6% 7%
Earnings grow th 9% 3% 4%

Source: JS Research
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Disclosure

JS Global hereby discloses that all its Research Analysts meet with the qualification criteria as given in the
Research Analysts Regulations 2015 (‘Regulations’). Each Analyst reports to the Head of Research and the
Head of Research reports directly to the CEO of JS Global only. No person engaged in any non-research
department has any influence over the research reports issued by JS Global and/or no person engaged in any
non-research department (other than the CEO) has any influence on the performance of the Research Analysts
or on their remuneration/compensation matters.

The Research Analyst(s), author of this report hereby certify that all of the views expressed in this research
report accurately reflect their personal, unbiasedand independent views about any and all of the subject issuer(s)
or securities, and such views are based on analysis of various information compiled from multiple sources,
including (but not limited to) annual reports, newspapers, public disclosures, financial models etc. The given
sources appear to be and consequently are deemed to be reliable forforming an opinion and preparation of this
report. Such information may not have beenindependently verified or checked by JS Global or the Research
Analyst, and therefore, all such information as given in this report may or may not prove to be correct. It is
hereby certified that no part of the compensation of JS Global or the Research Analyst was, is, or will be directly
or indirectly related to the specific recommendation(s) or view(s) in this report.

Rating System

JS Global Capital Limited uses a 3-tier rating system i.e. Buy, Hold and Sell, based on the level of expected
return. Time horizon is usually the annual financial reporting period of the company.

‘Buy’: Stock will outperform the average total return of stocks in our universe
‘Hold’: Stock will perform in line with the average total return of stocks in our universe
‘Sell’: Stock will underperform the average total return of stocks in our universe

Research Dissemination Policy

JS Global Capital Limited endeavours to make all reasonable efforts to disseminate research to all clients
(without any preference, prejudice or biasness) in a timely manner through either physical or electronic
distribution such as mail, fax and/or email.

Disclosure Pertaining To Shareholding/Conflict of Interest

The Research Analyst has not directly or indirectly received any compensation from the Subject Company for
preparation of this report or for the views expressed herein, and the Subject Company is not associated with the
Research Analyst in any way whatsoever.

Subject Company and its related parties are clients of JS Global. JS Global has provided brokerage services to
Subject Company and its related parties in the past 12 months and is expected to continue to provide them with
the said services in the next three months as well. For rendering such brokerage services, JS Global has
received compensation by way of commission from the subject company and its related parties.

No other material information (other than the one specifically disclosed in this report) exists (for JS Global as well
as the Research Analyst) which could be a cause of conflict of interest in issuing this report.

Disclaimer of Liability

No guaranty, representation or warranty, expressed or implied, is made as to the accuracy, completeness,
reasonableness, correctness, usability, suitability or purposefulness of the information contained in this report or
of the sources used to compile the information contained in this report.

All information as given in this report may or may not prove to be correct, and is subject to change without notice
due to market forces and/or other factors not in the knowledge of or beyond the control of JS Global or the
Research Analyst(s), and neither JS Global nor any of its analysts, traders, employees, executives, directors,
sponsors, officers or advisors accept any responsibility for updating this report and therefore, it should not be
assumed that the information contained herein is necessarily complete, accurate, reliable or up-to-date at any
given time.

The client is solely responsible for making his/her own independent investigation, appraisal, usability, suitability
or purposefulness of the information contained in this report. In particular, the report takes no account of the
investment objectives, financial situation and particular needs of investors who should seek further professional
advice or rely upon their own judgment and acumen before making any investment. This report should also not
be considered as a reflection on the concerned company’s management and its performances or ability, or
appreciation or criticism, as to the affairs or operations of such company or institution

Consequently, JS Global and its officers, directors, sponsors, employees, executives, consultants, advisors and
analysts accept no responsibility or liability towards the Client, and assume no obligation to do (or not to do)
anything with respect to the information contained in this report. Research Analyst(s) and JS Global shall also not
be liable in any way and under any circumstances whatsoever for any loss, penalty, expense, charge or claim
that may be suffered/incurred by the client as a result of receiving, using, or having complied and distributing this
report.

Warning: This report may not be reproduced, distributed or published by any person for any purpose
whatsoever. Action will be taken for unauthorized reproduction, distribution or publication.
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JS Global Capital Limited
6th Floor, Faysal House, Shahrah-e-Faisal, Karachi
Research: Equity Sales:
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