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DIRECTORS’ REVIEW

On behalf of the Board of Directors of Habib Metropolitan Bank, | am pleased to present the
un-audited accounts for the nine months ended 30th September 2019.

The economy is currently going through a rebalancing phase with a slowdown in growth
driven by: PKR devaluation, higher interest rates, cuts in subsidies and development spending,
and increased taxation. The slowdown is more pronounced in industries such as automobiles,
cement and steel. This trend is also reflected in Large-scale Manufacturing, which contracted
(more than expected) by 3.6 percentin FY19. Private sector credit also contracted by 1.3 percent
in July-August FY20 depicting effects of the previous monetary tightening.

The current account improved significantly with a sizeable reduction of 32 percent (or 1.5 percent
of GDP) in its deficit during FY19. Export volumes have been growing; however, growth in
export dollar proceeds has been less pronounced due to declining prices. Exports have yet
to show any material gains from the PKR depreciation in the past two years. The current account
improvement is heavily skewed towards import contraction - a reflection of curtailed domestic
demand - while key sources of external income continue to perform below expectations.

GDP growth is expected at around 3.5 percent in FY20. The recent macro-economic developments,
including stabilization of the exchange rate, reserve accumulation, and narrowing current account
deficit all point to a gradual stabilization of the economy. Fiscal deficit increased to 8.9 percent
of GDP in FY19, which was higher than expected - however, the fiscal performance in the first
three months of FY20 has been largely encouraging, with tax revenues up by 14 percent YoY.

The current account improvement, together with the disbursement of the IMF program related
inflows and activation of the Saudi oil facility, boosted the SBP's foreign exchange reserves
from USD 7 billion to USD 8.5 billion in the quarter under review. It seems there will be
a significant reliance on private capital inflows, including international capital markets, to
boost the Country’s reserves going forward.

Inflation continued to accelerate and touched a seven-year high in September, by increasing
to 12.5 percent (from 11.6 percent in August). However, inflation is expected to average at
11-12 percent in FY20.

The State Bank of Pakistan, at its meeting on 16th September 2019, decided to leave the policy
rate unchanged at 13.25 percent.

By the Grace of Allah, HabibMetro continues to maintain its performance. The Bank's investments,
advances and deposits grew to Rs. 479,238 million, Rs. 260,114 million and Rs. 600,898 million
respectively as at 30th September 2019. The Bank posted a profit before tax of Rs. 8,716 million
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for the nine months ended 30th September 2019, as against Rs. 7,339 million for the
corresponding period last year, an increase of 18.8 percent. The profit after tax for the nine
months ended 30th September 2019 was Rs. 5,008 million which translates into earnings per
share of Rs. 4.78.

The Bank continues to enjoy AA+ (Double A Plus) ratings for Long Term, and A1+ (A one plus)
ratings for Short Term by the Pakistan Credit Rating Agency Limited (PACRA) for the eighteenth
consecutive year. These ratings denote a high credit quality, with a low expectation of credit
risk, and a strong capacity for timely payment of financial commitments.

With a network of 371 branches in 120 cities across Pakistan, including 31 Islamic banking
branches, and 221 Islamic banking windows, HabibMetro provides comprehensive banking
services and products. These include specialized trade finance products, besides an array of
products and services like secured SMS and Web & Mobile Banking services, globally accepted
Visa Card and nationwide ATM network.

In the end, I would like to take this opportunity to place on record our sincere gratitude to the
Ministry of Finance, the State Bank of Pakistan, and the Securities and Exchange Commission
of Pakistan for their continued support and guidance. | would also like to thank our valued
customers for their trust and support. Lastly, | would like to thank the staff of HabibMetro for
their unwavering dedication and hard work.

On behalf of the Board

MOHSIN A. NATHANI
Karachi: 24 October 2019 President & Chief Executive Officer
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UNCONSOLIDATED CONDENSED INTERIM
STATEMENT OF FINANCIAL POSITION

AS AT 30 SEPTEMBER 2019
Note 30 September 31 December
2019 2018
(Un-Audited) (Audited)
Rupees in‘000
ASSETS
Cash and balances with treasury banks 6 55,115,940 48,177,009
Balances with other banks 7 1,555,680 1,115,557
Lendings to financial institutions 8 17,207,303 11,984,795
Investments 9 479,238,130 346,665,904
Advances 10 260,114,446 226,689,617
Fixed assets 11 7,895,445 3,899,579
Intangible assets 12 70,737 121,442
Deferred tax assets 13 4,903,038 5,821,182
Other assets 14 32,082,007 28,920,696
858,182,726 673,395,781
LIABILITIES
Bills payable 15 9,988,067 12,173,407
Borrowings 16 166,958,063 51,347,381
Deposits and other accounts 17 600,897,960 543,577,510
Liabilities against assets subject to finance lease - -
Sub-ordinated debts - -
Deferred tax liabilities - -
Other liabilities 18 39,447,674 29,295,527
817,291,764 636,393,825
NET ASSETS 40,890,962 37,001,956
REPRESENTED BY
Share capital 10,478,315 10,478,315
Reserves 17,269,481 16,267,793
(Deficit) / surplus on revaluation of assets - net of tax 19 (4,650,557) (5,573,656)
Unappropriated profit 17,793,723 15,829,504
40,890,962 37,001,956
CONTINGENCIES AND COMMITMENTS 20

The annexed notes 1 to 38 form an integral part of these unconsolidated condensed interim financial statements.

FUZAIL ABBAS MOHSIN A. NATHANI SOHAIL HASAN MOHOMED BASHIR MOHAMEDALI R. HABIB
Chief Financial Officer President & Director Director Chairman
Chief Executive Officer
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UNCONSOLIDATED CONDENSED INTERIM
PROFIT AND LOSS ACCOUNT (UN-AUDITED)
FORTHE QUARTER AND NINE MONTHS ENDED 30 SEPTEMBER 2019

Note 30 September 2019 30 September 2018
Quarter Nine months Quarter Nine months
ended ended ended ended
Rupees in'000
Mark-up / return / interest earned 22 20,411,548 51,085,549 10,780,954 30,562,758
Mark-up / return / interest expensed 23 (16,130,213)  (38,198,685) (6812,767) (18,810,669
Net mark-up / interest income 4,281,335 12,886,864 3,968,187 11,752,089
NON MARK-UP / INTEREST INCOME
Fee and commission income 24 1,167,434 3,600,917 894,216 2,757 475
Dividend income 20,779 56,948 17,341 60,509
Foreign exchange income 1,321,760 2,680,476 387,092 1,126,667
Income / (loss) from derivatives - - - -
(Loss) / gain on securities 25 (144,323) (863,057) 10376 97,499
Otherincome 26 107,234 312,937 86,446 481,035
Total non mark-up / interest income 2,472,884 5,788,221 1395471 4,523,185
Total income 6,754,219 18,675,085 5,363,658 16,275,274
NON MARK-UP / INTEREST EXPENSES
Operating expenses 27 3,262,454 9,439,750 2,856,048 8,480,569
Workers welfare fund 62,000 172,000 48,000 144,000
Other charges 28 10,045 51,340 370 15172
Total non-mark-up / interest expenses (3,334,499) (9,663,090) (2904,418) (8639,741)
Profit before provisions 3,419,720 9,011,995 2,459,240 76355533
(Provisions) / reversal and write offs - net 29 (402,764) (295,907) 132,900 (296,237
Extra ordinary / unusual items - - - -
PROFIT BEFORE TAXATION 3,016,956 8,716,088 2,592,140 7,339,229
Taxation 30 (1,184,115) (3,707,648) (1,008,805) (2,808,729)
PROFIT AFTER TAXATION 1,832,841 5,008,440 1,583,335 4,530,567
Rupees

Basic and diluted earnings per share 31 1.75 4.78 151 432

The annexed notes 1 to 38 form an integral part of these unconsolidated condensed interim financial statements.

FUZAIL ABBAS MOHSIN A. NATHANI  SOHAIL HASAN MOHOMED BASHIR MOHAMEDALI R. HABIB
Chief Financial Officer President & Director Director Chairman
Chief Executive Officer



UNCONSOLIDATED CONDENSED INTERIM
STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE QUARTER AND NINE MONTHS ENDED 30 SEPTEMBER 2019

30 September 2019 30 September 2018
Quarter Nine months Quarter Nine months
ended ended ended ended

Rupees in'000
Profit after taxation 1,832,841 5,008,440 1,583,335 4,530,567
Other comprehensive income

Items that may be reclassified to profit and loss
in subsequent periods:

Movement in deficit on revaluation of
investments - net of tax 1,480,245 925,247 (1,453,591) (3,286,748)

Items that will not be reclassified to profit and
loss in subsequent periods:

Remeasurement gain / (loss) on defined benefit
obligations - net of tax 34,564 50,982 16,151 (335)

Total comprehensive income 3,347,650 5,984,669 145,895 1,243,484

The annexed notes 1 to 38 form an integral part of these unconsolidated condensed interim financial statements.

FUZAIL ABBAS MOHSIN A. NATHANI SOHAIL HASAN MOHOMED BASHIR MOHAMEDALI R. HABIB
Chief Financial Officer President & Director Director Chairman
Chief Executive Officer
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UNCONSOLIDATED CONDENSED INTERIM
STATEMENT OF CHANGES IN EQUITY (UN-AUDITED)
FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2019

Surplus / (deficit)

Reserves on revaluation
. Non- Un-
Share Share Statutory  Special Revenue . .
, H banking appropriated  Total
capital premium  reserve reserve reserve  Investments oo profit

Rupees in 000
Balance as at 1 January 2018 10478315 2550985 10744330 240361 1500000 759367 182331 14042566 40498255

Profit after taxation - - - - - - - 4530567 || 4530567
Other comprehensive income

-netof tax - - - - - (3286,748) - (339)] (3,287,083)
Total comprehensive income

for the period - - - - - (3286,748) - 4530232 1243484
Transfer to statutory reserve - - 906,113 - - - - (906,113) -
Transfer from surplus on

revaluation of assets to

unappropriated profit

-netof tax - - - - - - (2003) 2003 -
Transactions with owners,

recorded directly in equity
Cashdividend (Rs. 3.00 per share)

forthe year ended 31

December 2017 - - - - - - - (3143494)  (3143494)
Balance as at 30 September 2018 10478315 2550985 11,650443 240361 1500000 (2527381) 180328 14525194 38598245
Profit after taxation - - - - - - - 1630017 || 1630017
Other comprehensive income

-netof tax - - - - - (3225,736) - (570){| (3226306)
Total comprehensive income

for the period - - - - - (3225,736) - 1629447 (1,59,289)
Transfer to statutory reserve - - 326004 - - - - (326,004) -

Transfer from surplus on revaluation
of assets to unappropriated

profit-net of tax - - - - - - (867) 867 -
Balance asat31 December2018 10478315 2550985 11976447 240361 1500000 (5753117) 179461 15829504 37001956
Profit after taxation - - - - - - - 5,008,440 | | 5,008,440
Other comprehensive income

-netof tax - - - - - 925,247 - 50,982 || 976,229
Total comprehensive income

for the period - - - - - 925,247 - 5,059,422 5,984,669
Transfer to statutory reserve - - 1,001,688 - - - - (1,001,688) -
Transfer from surplus on revaluation

of assets to unappropriated

profit-net of tax - - - - - - (2148) 2,148 -
Transactions with owners,

recorded directly in equity
Cash dividend (Rs. 200 per share)

forthe year ended 31

December 2018 - - - - - (2,095663) (2,095,663)

Balance asat 30 September 2019 10,478,315 2,550,985 12,978,135 240,361 1,500,000 (4,827,870) 177313 17,793,723 40,890,962

The annexed notes 1 to 38 form an integral part of these unconsolidated condensed interim financial statements.

FUZAIL ABBAS MOHSIN A. NATHANI  SOHAIL HASAN MOHOMED BASHIR MOHAMEDALI R. HABIB
Chief Financial Officer President & Director Director Chairman
Chief Executive Officer



UNCONSOLIDATED CONDENSED INTERIM
CASH FLOW STATEMENT (UN-AUDITED)
FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2019

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation
Less: Dividend income

Adjustments

Depreciation on operating fixed assets

Depreciation on right-of-Use assets

Depreciation on non-banking assets

Amortization

Mark-up / return / interest expensed on lease liability
against right-of-use assets

Provisions and write offs excluding recovery of
written off bad debts

Unrealized loss on securities - held-for-trading

Net gain on sale of fixed assets

Net gain on sale of non-banking assets

Net gain on sale of non-current assets held-for-sale

Provision against workers welfare fund

Provision against compensated absences

Provision against defined benefit plan

(Increase) / decrease in operating assets
Lendings to financial institutions
Advances
Other assets (excluding current taxation)

Increase / (decrease) in operating liabilities
Bills payable
Borrowings from financial institutions
Deposits and other accounts
Other liabilities (excluding current taxation)

Payment against compensated absences
InCome tax paid
Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Net investments in held-for-trading securities

Net investments in available-for-sale securities

Net investments in held-to-maturity securities

Dividend received

Investments in fixed assets

Investments in intangibles assets

Proceeds from sale of fixed assets

Proceeds from sale of non-banking assets

Proceeds from sale of non-current assets held-for-sale

Net cash flows from investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Dividend paid
Payment of lease liability against right-of-use assets
Net cash flows from financing activities
Increase in cash and cash equivalents
Cash and cash equivalents at beginning of the period
Cash and cash equivalents at end of the period

The annexed notes 1 to 38 form an integral part of these unconsolidated condensed interim financial statements.

Note

30 September
2019

30 September
2018

Rupees in'000

8,716,088

7,339,296

(56,948) 60.509)
8,659,140 7,278,787
718,733 605,547
561,306 -
8,411 8958
76,070 94,761
326,915 -
303,240 346,858
4,035 -
(13,263) (2,897)
- (202,282
- 35,042
172,000 144,000
49,183 61,623
130,388 113,058
2,337,018 1,134,584
10,996,158 8413371
(5,222,508) 318,263
(33,669,338) (21,899,718)
(2,938,612) 941,078
(41,830,458) (20,640,377)
(2,185,340) (7,944,229)
115,329,442 25,597,322
57,320,450 (1,511,086)
5,540,194 (381,182
176,004,746 15,760,825
145,170,446 3533819
(35,511) 39323)
(3,082,923) (2,237.229)
142,052,012 1257267
(21,728,733) -
(110,164,440) 4,906,070
681,638 3,169,851
51,052 116,211
(1,100,865) (530,448)
(25,365) (14,705)
18,474 12,894
- 600,000
- 250,000
(132,268,239) 8,509,873
(2,091,371)| | (3,127,167)|
94,588) -
(2,685,959) (3,127,167)
7,097,814 6,639,973
46,103,870 41,571,637
53,201,684 T 48211610

FUZAIL ABBAS MOHSIN A. NATHANI  SOHAILHASAN MOHOMED BASHIR MOHAMEDALI R. HABIB
Director

Chief Financial Officer President & Director
Chief Executive Officer
10

Chairman
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NOTES TO THE UNCONSOLIDATED CONDENSED INTERIM
FINANCIAL STATEMENTS
FORTHE NINE MONTHS ENDED 30 SEPTEMBER 2019

1. STATUS AND NATURE OF BUSINESS

Habib Metropolitan Bank Limited (the Bank) was incorporated in Pakistan on 3 August 1992, as a public limited
company, under the Companies Ordinance, 1984 (now Companies Act, 2017) and is engaged in commercial banking
and related services. Its shares are listed on the Pakistan Stock Exchange. The Bank operates 341 (31 December 2018:
322) branches, including 31 (31 December 2018: 31) Islamic banking branches and a branch at Karachi Export
Processing Zone, and 30 (31 December 2018: 30) sub branches in Pakistan. The Bank is a subsidiary of Habib Bank
AG Zurich - Switzerland (the holding company with 51% shares in the Bank) which is incorporated in Switzerland.

The registered office of the Bank is situated at Spencer's Building, I. . Chundrigar Road, Karachi.
2. BASIS OF PRESENTATION

2.1

2.2

These unconsolidated condensed interim financial statements represent separate financial statements
of the Bank. The consolidated financial statements of the Bank and its subsidiary companies are being
separately issued.

Statement of Compliance

2.2.1 These unconsolidated condensed interim financial statements have been prepared in accordance

with the accounting and reporting standards as applicable in Pakistan for interim financial reporting.
The accounting and reporting standards as applicable in Pakistan for interim financial reporting
comprise of:

- International Accounting Standard (IAS) 34 "Interim Financial Reporting" issued by the
International Accounting Standards Board (IASB) as notified under the Companies Act, 2017;

- Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants
of Pakistan, as are notified under the Companies Act, 2017;

- Provisions of and directives issued under the Banking Companies Ordinance, 1962 and the
Companies Act, 2017; and

- Directives issued by the State Bank of Pakistan (SBP) and the Securities and Exchange
Commission of Pakistan (SECP).

Whenever the requirements of the Banking Companies Ordinance, 1962, the Companies Act, 2017

or the directives issued by the SBP and the SECP differ with the requirements of the IAS 34 or IFAS,

requirements of the Banking Companies Ordinance, 1962, the Companies Act, 2017 and the said

directives shall prevail.

The SBP vide BSD Circular No. 10, dated 26 August 2002 has deferred the applicability of International
Accounting Standard (IAS) 39 "Financial Instruments: Recognition and Measurement" and IAS 40
"Investment Property" for banking companies till further instructions. Further, according to a notification
of the Securities and Exchange Commission of Pakistan (SECP) through S.R.O. No. 411 (1) / 2008
dated 28 April 2008, IFRS 7 "Financial Instruments: Disclosures" has not been made applicable for
banks. Accordingly, the requirements of these standards have not been considered in the preparation
of these unconsolidated condensed interim financial statements. However, investments have been
classified and valued in accordance with the requirements of various circulars issued by the SBP.

The Securities and Exchange Commission of Pakistan (SECP) has notified Islamic Financial Accounting
Standard (IFAS) 3, Profit and Loss Sharing on Deposits' issued by the Institute of Chartered Accountants

11



of Pakistan. IFAS 3 shall be followed with effect from the financial periods beginning on or after
1 January 2014 in respect of accounting for transactions relating to 'Profit and Loss Sharing on
Deposits' as defined by the said standard. The standard has resulted in certain new disclosures in
the financial statements of the Bank. The SBP through BPRD Circular Letter No. 4 dated 25 February
2015, has deferred the applicability of IFAS 3 till further instructions and prescribed the Banks to
prepare their annual and periodical financial statements as per existing prescribed formats.

2.2.2 The disclosures and presentations made in these unconsolidated condensed interim financial
statements are based on a format prescribed by the SBP vide BPRD Circular Letter No. 5 dated
22 March 2019 and IAS 34, Interim Financial Reporting. They do not include all the disclosures required
for annual financial statements, and these unconsolidated condensed interim financial statements
should be read in conjunction with the audited unconsolidated financial statements of the Bank for
the year ended 31 December 2018.

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies and method of computation adopted in the preparation of these unconsolidated
condensed interim financial statements are consistent with those applied in the preparation of the audited
unconsolidated financial statements of the Bank for the year ended 31 December 2018 except for the changes
explained in note 3.1 to these financial statements.

3.1 Amendments to approved accounting standards that are effective in the current period

3.1.1 IFRS 16 became effective for annual reporting period commencing on or after 1 January 2019. The
impact of the adoption of IFRS 16 is given in note 3.2 to these financial statements.

3.1.2 In addition, as mentioned in note 2.2.2 above, the disclosures and the presentations in the condensed
interim financial statements are on a format prescribed by the State Bank of Pakistan vide BPRD
Circular Letter No.5 dated 22 March 2019 and IAS 34, "Interim Financial Reporting'". Earlier upto
30 September 2018, the disclosures and presentations were in accordance with the format prescribed
by the State Bank of Pakistan vide BSD Circular Letter No. 2 dated 12 May 2004 and BPRD Circular
Letter No. 5 dated 29 February 2016 and IAS 34 "Interim Financial Reporting". However the adoption
of the new format has only resulted in certain additional disclosures and presentations. Corresponding
figures have also been so presented.

3.1.3 There are certain other new and amended standards, interpretations and amendments that are
mandatory for the Bank's accounting periods beginning on or after 1 January 2019 but are considered
not to be relevant or do not have any significant effect on the Bank's operations and therefore are
not detailed in these unconsolidated condensed interim financial statements.

3.2 Adoption of International Financial Reporting Standards (IFRS) 16 - Leases

3.2.1 0n 1 January 2019, the Bank adopted IFRS 16 Leases. This IFRS has introduced a single lease accounting
model and requires a lessee to recognize assets and liabilities for all leases with a term of more than
12 months, unless the underlying asset is of low value. A lessee is required to recognize a right-of
use asset representing its right to use the underlying leased asset and a lease liability representing
its obligation to make lease payments. IFRS 16 substantially carries forward the lessor accounting
requirements in IAS 17 - Leases. Accordingly, a lessor continues to classify its leases as operating
leases or finance leases, and to account for these two types of leases differently.

The significant judgments in the implementation were determining if a contract contained a lease,
and the determination of whether the Bank is reasonably certain that it will exercise extension
options present in lease contracts. The significant estimates were the determination of incremental
borrowing rates. The weighted average discount rate applied to lease liabilities on the transition
date 1 January 2019 was 13.23 percent.
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The impact of IFRS 16 on the Bank is primarily where the Bank is a lessee in property lease contracts.
The Bank has elected to adopt simplified approach on transition and has not restated comparative
information. On 1 January 2019, the Bank recognized a lease liability, being the remaining lease
payments, including extension options where renewal is reasonably certain, discounted using the
Bank’s incremental borrowing rate at the date of initial application. The corresponding right-of-use
asset recognized is the amount of the lease liability adjusted by prepaid or accrued lease payments
related to those leases. The balance sheet has increased as a result of the recognition of lease liability
and right-to-use assets as of 1 January 2019 was Rs. 3,487,447 thousand with no adjustment to
retained earnings. The asset is presented in 'Fixed Assets'and the liability is presented in ‘Other
liabilities: Also in relation to those leases under IFRS 16, the Bank has recognized depreciation and
interest costs, instead of operating lease expenses.

The Bank has elected not to recognize right-of-use assets and lease liabilities for some leases of low
value assets. The lease payments associated with these leases are recognized as an expenses on a
straight-line basis over the lease term. The right-of-use assets are presented in the same line items
as it presents underlying assets of the same nature that it owns.

Upto 31 December 2018, assets held under property leases, not equivalent to ownership rights, were
classified as operating leases and were not recognized as asset in the statement of financial position.
Payments or accruals under operating leases were recognised in profit and loss on a straight line
basis over term of the lease.

The effect of this change in accounting policy is as follows:

30 September
2019

Rupees in'000
Impact on Statement of Financial Position

Increase in fixed assets - right-of-use assets 3,618,941
Decrease in other assets - advances, deposits and other prepayments (229,446)
Increase in other assets - taxation 83,707
3,473,202
Increase in other liabilities - lease liability against right-of-use assets (3,604,128)
Decrease in net assets (130,926)
Nine months

ended
30 September

2019

Rupees in'000
Impact on Profit and Loss account

Increase in mark-up expense - lease liability against right-of-use assets (326,915)
(Increase) / decrease in administrative expenses:

- Depreciation on right-of-use assets (561,306)
- Rent expense 673,588
Decrease in profit before tax (214,633)
Decrease in tax 83,707
Decrease in profit after tax (130,926)






