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BAFL offers lowest PBV, PE & highest D/ Y Wednesday, 27 November 2024
Banks BAFL HMB BAHL We are comparing 3 peer banks i.e. BAFL,HMB & BAHL.
Advances (mn) 855,964 479,456 767,789  These days banking sector is in the news. Initially banks imposed fee on their
Deposits  (mn) 2136416 1,045899 2,222,308  big corporate clients who were maintaining deposits above PKR 5bn. Banks
Investment (mn) 1,918,262 924,187 1814569  facing ignominy to avoid additional FBR tax in lieu of lower Advance to
Advances 7:0% 3.9% 6.2% Deposit (ADR) burden. However, it turned out to be unsuccessful attempt as
Deposits 0.8% 3:3% 1% banks had to withdraw such service charge. We have compared a scenario
Investment 6.2% 3.0% 5.9% . .
DR 0.1 2589 2459 for three peer banks in terms of deposits.
IDR 89.8% 88.4% 81.7% « According to our data, BAHL has the highest deposits till gMCY24 in
Effective tax rate 49.4% 48.8% 47.6% comparison with BAFL & HMB. Even though, BAFL has the highest exposure
BV (PKR/sh) 106.00 10582 13>84 to investments which were mainly government bonds.
EPS (PKR/sh) 29 25 39 . . . . .. C - 0
DPS (PKR/5h) 0 0 s Now since governmer'\t is aFIamant to impose additional tax which is 15% on
PBY (x) 077 083 Py banks who are operating with less than 50% ADR.
P/E 589 351 ;3 ° Andnow banks are trying their ways to meet ADR requirement before Jan-25
D/Y 12.2% 11.4% 10.6% to avoid incidence of additional 150/0 tax.
Corporate Deposit 61.9% 52.5% 315% * If we look into this scenario of ADR, then HMB is better off to avoid
Source: SCS Research (Company Reports) additional tax implementation.

Banks market share... * Overthe years, banks heavily rely on corporate deposits wherein banks such
« BAFL has the highest market share of ~7% as BAFL thrived with corporate deposit chunk of ~62% as against their total
in deposits in the banking system. Some deposits figure of over PKR 2 trillion. Now we believe withdrawing service

of the bigger banks have a double digit fee was the only logical option to ‘appease’ big clients.

market share in deposits So far the highest Effective tax rate implied is 49.4% on BAFL.

Banking Valuations...BAFL is better off!

* BAFL yields discounted PBV of 0.77x from initial banking PBV target
of ax.

* Also BAFL yield lowest CY24 PE of 2.8x vs leading KSE 100 PE of 6x.

* Also BAFL offers better DividendYield (D/Y) of 12% in lieu of our

PKR 10/sh yearly cash consideration (9M DPS 6/sh). Ahsan Muhammad Asif
info@scstrade.com
021-111-111-721
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Disclaimer

‘Research Analyst’ Certification

‘Research Analyst’ involves in this ‘Research Report’ certifies that:

* ‘Research Analyst’ or any of his close relatives do not have a financial interest in the securities of the ‘Subject Company’ aggregating more than |% of the value of
the ‘Subject Company’

* ‘Research Analyst’ or his close relative has neither served as a director/officer in the past 3 years nor received any compensation from the Subject Company in the
previous |12 months

* His compensation will not be related to the recommendations or views given in ‘Research Report’

Distribution of ‘Research Report’

Standard Capital Securities (Pvt.) Ltd. will distribute Research Report to clients in a timely manner through electronic distribution vide email or through physical
distribution such as courier express. Standard Capital will make all efforts; even so it is possible that not all clients may receive Research Report at the same time
given technical glitches or breakdown/slowdown of internet during the process of sending emails.

‘Research Entity’ Disclosures

» Standard Capital Securities (Pvt.) Ltd. or any of its officers and directors does not have a significant financial interest (above 1% of the value of the securities) of the
subject company.

» Standard Capital Securities (Pvt.) Ltd. employee including directors, officers or associates has not served the subject company in preceding 36 months.

» Subject Company is not been a client for Standard Capital Securities (Pvt.) Ltd. during the publication of Research Report

» Standard Capital Securities (Pvt.) Ltd. has not managed public offering, take over or buyback of securities for the Subject Company in the past 12 months neither
receives any compensation from the subject company for corporate advisory or underwriting services in the past |2 months.

» Standard Capital Securities (Pvt.) Ltd. hasn’t recently underwritten/or not in the process of underwriting the securities of an issuer mentioned herein. Standard
Capital Securities (Pvt.) Ltd. hasn’t have provided/providing advisory services to the issuer mentioned herein.

Risk disclosures impeding target price
The Subject Company is exposed to market risks, such as changes in interest rates, exchange rates, changes in raw material prices. Subject company can also exposed
to risk such as derivative transaction or certain regulatory changes from government authorities.

Rating System

Standard Capital Securities (Pvt.) Ltd. standardized recommendation structure i.e. Positive, Hold and Negative, based on rating system i.e.
* (Target Price, if any/Current Price - 1) > 10% Positive

* (Target Price, if any/Current Price - 1) < 10% Hold

* (Target Price, if any/Current Price - |) < -10% Negative

The time duration is the financial reporting period of Subject Company

Valuation method

Following research techniques adopted to calculate target price/recommendation
* Price to earnings & Price to Book, EV-EBITDA multiple

* Discounted Cash flows or Dividend Discount Model or Enterprise Value




