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VIS Reaffirms Entity Ratings of Al-Baraka Bank (Pakistan) Limited

Karachi, June 27, 2023: VIS Credit Rating Company Limited has reaffirmed the entity ratings of Al-Baraka Bank (Pakistan)
Limited (ABPL) at ‘A+/A-1" (Single A Plus/A-One). Long-term rating of ‘A+’ denotes good credit quality and adequate
protection factors; risk factors may vary with possible changes in the economy. Short-term rating of ‘A-1” depicts high certainty of
timely payment and excellent liquidity factors supported by good fundamental protection factors. Rating of the second issue of Tier
II Sukuk has been reaffirmed at ‘A’ (Single A), and the rating of the third issue of Tier II Sukuk has also been reaffirmed at ‘A’

(Single A). Outlook on the assigned ratings is ‘Stable’. The previous entity and instrument rating actions were announced on June
29, 2022.

The assigned rating derives support from ABPL’s association with Al-Baraka Group (ABG), a prominent Islamic Banking Group
having diversified operations in 15 countries. The Islamic International Rating Agency (IIRA) has assigned ratings of ‘BBB+/A3’
(Triple B Plus/A Three) to ABG on the international scale.

ABPL maintained a cautious approach to financing due to rising policy rates and deteriorating economic situation. This resulted in a
decline in the Bank's gross financing portfolio compared to Dec’21, while the industry witnessed a growth. Resultantly gross non-
performing financing ratio was on a higher side as compared to Dec’21 however net infection levels was on the lower side as a
result of the higher provisioning coverage. Albeit, net NPF to Tier 1 equity remains higher than peer.

Deposit base of the Bank grew by 6.1% during Jan’22-Mar’23 and was below the industry's growth rate. The Bank improved its
liquidity position with a 29.6% growth in liquid assets. Liquid Assets to Deposits and Borrowings (LADB) reached 63.5% (Dec’21:
53.5%) as of Mar'23, and Liquidity Coverage Ratio (LCR) and Net Stable Funding Ratio (NSFR), exceeded regulatory requirements.

ABPL's profitability improved in 2022 and 1Q’23, primarily driven by higher spread resulting from monectary tightening. ABPL
reported a higher profit after tax of Rs. 1.5b (2021: Rs. 631m) in 2022 and Rs. 744m (1Q’22: Rs. 324m) in 1Q’23 driven by growth
in current account deposit in 1Q°23. The Bank implemented efficiency measures, leading to an improvement in the efficiency ratio.
Going forward, ABPL aims to boost profitability through efficiency measures and capitalizing on higher spreads.

ABPL remained fully compliant with regulatory requirements related to its capital structure. The Bank's Capital Adequacy Ratio
(CAR) stood at 16.98% as of Mar’23, comfortably above the required level of 11.5%. The Tier I CAR and Common Equity Tier I
(CET I) demonstrated an increasing trend over the years. The Bank's capital structure includes a Capital Support Fund of Rs. 1.4
billion injected by the parent Bank, which can be converted into Share Capital with prior approval from the State Bank of Pakistan
(SBP). SBP has granted an extension for the conversion process of the Capital Support Fund into Share capital until June 30, 2024.

For further information on this rating announcement, please contact Mr. Musaddeq Ahmed Khan (Ext: 216) or the undersigned
(Ext: 201) at (021) 35311861-66 or email at info@vis.com.pk.

S

Advisor

Applicable rating criterion: Financial Institution — June 2023
https:/ /docs.vis.com.pk/docs/FinancialInstitution.pd £

VIS Rating Scale:

butpf { docs.vis.com. pe/ docs/ T LS RatingScales.pdf

Information berein was obluined from soures befieved o be accurate and reliable; honerer, VIS Credit Rating Company Limited (V'IS) does not guarantee the acouracy, adeguacy or
compleieness of any fuformiation and is wol responsible for any ervors or amissions or Jor the resudts abtained from the use of such information. VIS, the analysts involved in the » Wi pracess and
wenitiers of its rating committee do not have any confliat of inferest relating fo the crediy rating(s) mentioned in this report, VIS is paid a fee for most rating assignments. This rating is an gpinion
o exvelif qualily nly and is not a recommendation fo buy or sell any securities. Capyrivht 2023 VIS Credit 1 Rating Company Limited. All rights reserved. Contents may be wsed by news medsa
ity creddit ta V5.

i -e- i- i Ph : (92-21) 35311861-64 (4 Lines)
Head Office : VIS House, 128/C, 25th Lane Off. Khayaban-e-Ittehad Phase VII, D.H.A._Karachl Pakistan |
Lahore : VIS House, 431 - Block-Q, Commercial Area, Phase-Il, DHA, Lahore - Cantt. Pakistan. Ph : (92-42) 35723411-13 Fax : (92-42) 35708410



