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Todays Daily
ABL's CY16 earnings were dismal with continued pressure on core
income (down 8%YoY) clearly evident. This is despite earning assets
growing by 8%YoY in CY16 where we blame the asset concentration
mix that remained clearly in favor of investments (+8%YoY, IDR at
73%) as opposed to advances (+3%YoY, ADR at 41%). While NIMs
suffer, the bank's watchfulness in this regard has worked wonders
for the exceptional credit quality (coverage at 92%, NPLs down
7%YoY) and a healthy CAR of 20.8%. Streamlining estimates post
release of the detailed accounts, we revise down our CY17F/CY18F
earnings to PkR13.16/PkR13.92 per share (down 7%/8%).
Consequently our Dec'17 TP now stands at PkR106.6/sh (previously
at PkR120.1/sh). Remaining a laggard, ABL lost 16% since Jan'17.
While multiples have retracted sharply with forward PE/PB at 7.5x
/ 1.03x (12%/27% discount to B-6) presenting room for price
performance, we feel earnings growth visibility will be necessary
for any such performance to sustain.
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News and Views
First phase of the 6th National Population Census initiated from today
from sixteen districts of Punjab, eight districts of Sindh, fourteen districts
of Khyber Pakhtunkhwa, fifteen districts of Balochistan, five districts of
Azad Jammu and Kashmir and five districts of Gilgit Baltistan.
News report in an English language daily asserts that The Abraaj group
will not be able to conclude the handover of its offshore entity KES Power
(which holds a 66.4% stake in KEL) to Chinese buyers within the stipulated
timeframe (March'17). Delays in settling financial disputes, particularly
with GoP entities is holding up the issuance of National Security Clearance
to Shanghai Electric.
Latest round of talks between PPIB (IPP authority) and IPPs are to take
place today, and may lead to some headway on clearing overdue debts.

(share mn)

(Index)

950
850
750
650
550
450
350
250
150
50
-50

50,000
47,500
45,000
42,500
40,000
37,500
35,000
32,500
30,000

Mar-16
Apr-16
Apr-16
May-16
Jun-16
Jul-16
Aug-16
Sep-16
Oct-16
Nov-16
Dec-16
Jan-17
Feb-17
Mar-17

Wednesday, Mar 15, 2017

AKD Daily

ABL: Continuing to play safe

Volume (LHS)

KSE-100 Index

Zoya Ahmed
zoya.ahmed@akdsecurities.net
111-253-111 Ext:603

Important disclosures, including investment banking relationships and analyst certification at end of this report. AKD Securities does and seeks to do business with
companies covered in its research reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of the
report. Investors should consider this report as only a single factor in making their investment decision.
Find AKD research on Bloomberg
(AKDS<GO>), firstcall.com
and Reuters Knowledge
UAN: 111-253-111

Copyright©2015 AKD Securities Limited. All rights reserved. The information provided on this document is not intended for distribution to, or use by, any person or entity in any jurisdiction
or country where such distribution or use would be contrary to law or regulation or which would subject AKD Securities or its affiliates to any registration requirement within such jurisdiction
or country. Neither the information, nor any opinion contained in this document constitutes a solicitation or offer by AKD Securities or its affiliates to buy or sell any securities or provide any
investment advice or service. AKD Securities does not warrant the accuracy of the information provided herein.

research@akdsecurities.net | www.akdsecurities.net

AKD Securities Limited
Member Karachi Stock Exchange

.

CY17F

CY18F

New

13.2

13.9

106.6

Old

14.2

15.1

120.1

Change

-7%

-8%

-11%

CY16: Deceleration in NII
4.80%
4.0%

www.akdsecurities.net

UBL

-2.0%

HBL

BAFL

1.0%

NBP

1.70% 1.90%

0.60%

-5.0%
-8.0%

-8.00%
-9.80%
ABL

-11.0%

Source: Co. Reports & AKD Research

Asset mix favoring investment s
78%

74%

73%

73% 73%

68%
64%

63%
58%
53%

52%

60%

48% 53%
43%

44%

46%

44%
41%

38%

41%

CY17F

CY16

CY15

33%

ADR

Investment Perspective: Having lost 16% since Jan'17, ABL's PE/PB
multiples have retracted to 7.5x / 1.03x. While appearing cheap on multiples
(12%/27% discount to B-6), we believe the room for ABL's price performance
will remain limited until earnings depict a solid growth momentum.
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CY14

...as ABL continues to play risk averse: We expect CY17 to be a slow
growth period for the bank particularly in the backdrop of lower NIMs expected to average under 4%. Investment into government securities is
to continue, however, a visible shift into MTBs is likely to be seen with
portfolio domination of 50%+ in CY17F. While loan growth is expected to
pick pace on account of uptick in CPEC led business activity, we feel it is
still going to lag behind the rest (10%YoY growth expected in CY17F
vs.13% average for the B-6). On the deposit front, the bank is likely to
keep its focus on building current accounts with CASA expected to reach
74% in CY17F. In this regard, addition of 100 new branches in CY16 is to
come in handy. While this remains a positive for NIMs, slower loan growth
in the backdrop of lower interest rates will continue to cap margins.
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Core income to remain weak ABL posted consolidated NPAT of
PkR14.7bn (EPS: PkR12.84) in CY16, down 4%YoY. The decline was
primarily on account of lower net interest income where amongst our
coverage cluster, ABL remained the only bank after MCB to have posted
a decline in core income. To mention, this is despite earning assets growing
by 8%YoY in CY16 where we blame the asset concentration mix that
remained clearly in favor of investments (+8%YoY, IDR at 73%) as opposed
to advances (+3%YoY, ADR at 41%). Keeping this in mind, we have revised
our loan growth assumptions for CY17F/CY18F, prompting a downwards
revision in earnings (down 7%/8%)

ABL: Earnings and TP revision
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ABL's CY16 earnings were dismal with continued pressure on core
income (down 8%YoY) clearly evident. This is despite earning assets
growing by 8%YoY in CY16 where we blame the asset concentration
mix that remained clearly in favor of investments (+8%YoY, IDR at
73%) as opposed to advances (+3%YoY, ADR at 41%). While NIMs
suffer, the bank's watchfulness in this regard has worked wonders
for the exceptional credit quality (coverage at 92%, NPLs down 7%YoY)
and a healthy CAR of 20.8%. Streamlining estimates post release of
the detailed accounts, we revise down our CY17F/CY18F earnings to
PkR13.16/PkR13.92 per share (down 7%/8%). Consequently our Dec'17
TP now stands at PkR106.6/sh (previously at PkR120.1/sh). Remaining
a laggard, ABL lost 16% since Jan'17. While multiples have retracted
sharply with forward PE/PB at 7.5x / 1.03x (12%/27% discount to B6) presenting room for price performance, we feel earnings growth
visibility will be necessary for any such performance to sustain.
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Disclosure Section
Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any
securities or other financial instrument and is for the personal information of the recipient containing general information only.
AKD Securities Limited (hereinafter referred as AKDS) is not soliciting any action based upon it. This report is not intended to
provide personal investment advice nor does it provide individually tailored investment advice. This report does not take into
account the specific investment objectives, financial situation/financial circumstances and the particular needs of any specific
person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and implementing
investment strategies discussed or recommended in this report and should understand that statements regarding future prospects
may not be realized. AKDS recommends that investors independently evaluate particular investments and strategies and it
encourages investors to seek the advice of a financial advisor.
The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives.
The securities or strategies discussed in this report may not be suitable for all investors, and certain investors may not be eligible
to purchase or participate in some or all of them.
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Reports prepared by AKDS research personnel are based on public information. AKDS makes every effort to use reliable,
comprehensive information, but we make no representation that it is accurate or complete. Facts and views presented in this
report have not been reviewed by and may not reflect information known to professionals in other business areas of AKDS
including investment banking personnel. AKDS has established information barriers between certain business groups maintaining
complete independence of this research report.
This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any
proposed offering of securities or as agent of any issuer of any securities. Neither AKDS, nor any of its affiliates or their research
analysts have any authority whatsoever to make any representation or warranty on behalf of the issuer(s). AKDS Research
Policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by
an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.
We have taken all reasonable care to ensure that the information contained herein is accurate, up to date, and complies with
all prevailing Pakistani legislations. However, no liability can be accepted for any errors or omissions, or for any loss resulting
from the use of the information provided as any data and research material provided ahead of an investment decision are for
information purposes only. We shall not be liable for any errors in the provision of this information, or for any actions taken in
reliance thereon. We reserve the right to amend, alter, or withdraw any of the information contained in these pages at any time
and without notice. No liability is accepted for such changes.
Stock Ratings
Different securities firms use a variety of rating terms as well as different rating systems to describe their recommendations. A
rating system which uses similar terms such as Buy, Accumulate, Neutral, Reduce and Sell is not equivalent to our rating system.
Investors should carefully read the definitions of all ratings used in each research report. In addition, research reports contain
information carrying the analyst's view and investors should carefully read the entire research report and not infer its contents
from the rating ascribed by the analyst. In any case, ratings or research should not be used or relied upon as investment advice.
An investor's decision to buy, sell or hold a stock should depend on individual circumstances (such as the investors existing
holdings or investment objectives) and other considerations. Please see our table below for ratings definitions which are based
on price returns.

Rating Definitions
Buy

> 20% upside potential

Accumulate

> 5% to < 20% upside potential

Neutral

< 5% to > -5% potential

Reduce

< -5% to > -20% downside potential

Sell

< -20% downside potential
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Analyst Certification of Independence
The analysts hereby certify that their views about the companies and their securities discussed in this report are accurately
expressed and that they have not received and will not receive direct or indirect compensation in exchange for expressing
specific recommendations or views in this report.
The research analysts, strategists or research associates principally having received compensation responsible for the preparation
of this AKDS research report based upon various factors including quality of research, investor client feedback, stock picking,
competitive factors and firm revenues.
Disclosure of Interest Area
AKDS and the authoring analyst do not have any interest in any companies recommended in this research report irrespective
of the fact that AKD Securities Limited may have, within the last three years, served as manager or co-manager of a public
offering of securities for, or currently may make a primary market in issues of, any or all of the entities mentioned in this report
or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to
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the investment concerned or a related investment.
Regional Disclosures (Outside Pakistan)
The information provided in this report and the report itself is not intended for distribution to, or use by, any person or entity in
any jurisdiction or country where such distribution or use would be contrary to law or regulation or which would subject AKDS
or its affiliates to any registration or licensing requirements within such jurisdiction or country.
Furthermore, all copyrights, patents, intellectual and other property in the information contained in this report are held by AKDS.
No rights of any kind are licensed or assigned or shall otherwise pass to persons accessing this information. You may print
copies of the report or information contained within herein for your own private non-commercial use only, provided that you do
not change any copyright, trade mark or other proprietary notices. All other copying, reproducing, transmitting, distributing or
displaying of material in this report (by any means and in whole or in part) is prohibited.
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