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Banks: Listed sector profits up 24% in 2009

MORNING BRIEFING

KSE100 Index: Closing 9511.53 1 (+92.10)
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According to the full year 2009 results of the major
listed commercial banks, earnings rose by 24%, to
Rs66bn (US$808mn). The key reasons behind the
rise in profits were better interest spreads amid a
higher KIBOR and a lower quantum of impairment
losses. Provisions for NPLs however, continued to
impact earnings in 2009.
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Sample selection for our analysis

NPLs rose to Rs63bn in 2009, up 11% versus Rs56bn in
2008. Massive NPL accretion in the last quarter of 2008 and
first quarter of 2009 was a major propellant of the overall rise
in provisions, though on a positive note NPL accretion in
4Q2009 was almost 3 times lower than levels in the first
quarter.

Performance Of Listed Banks At A Glance

that the worst is behind us and the banks are likely to
continue to witness a rising profitability trend going forward.
That said, a weak private sector credit appetite amid high
interest rates remain a point of concern. Resultantly, we
maintain a ‘Market-Weight' stance on the sector, with NBP
and BAFL our preferred picks at current levels.
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after the SBP granted relaxation; allowing deferment in the
recognition of losses to 2009. Interestingly though, earnings
growth was largely skewed towards NIB and top tier banks,
as most second and third tier banks posted heavy losses in
2009.

NPLs prov. up 11%, Non interest income subdued
While profits recovered owing to higher NII, its impact was
diluted because of higher provisions for NPLs. Provisions for

Source: Company announcements

Apart from higher provisions for NPLs, a sluggish 5% growth
in NII restricted overall earnings growth during the year. In
particular, Fee income, the largest component of Non Interest
Income rose by 5% to Rs37.2bn in 2009.

Outlook: 4Q results confirm the worst is behind us
The impressive fourth quarter 2009 results seconded our view
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