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ABOUT MCB ISLAMIC BANK
MCB Islamic Bank Limited (the Bank) is the wholly owned subsidiary of MCB Bank Limited 

and commenced its operations in 2015 with nation-wide network of branches.

The aim of MCB Islamic Bank Limited is to be the 1st choice Shari’ah Compliant Financial 

Services Provider for the customers and to carry out business purely in accordance with the 

Shari’ah rules with full conviction and devotion.

MISSION STATEMENT

To provide innovative Shari’ah compliant financial solutions and quality services to our 

customers.

To maximize returns in Halal manner for our shareholders.

To nurture an internal environment of qualified professionals and cutting-edge 

technology

VISION
To be the leading provider of Shari’ah Compliant Innovative financial products with a focus 

on service quality and providing superior value for our customers, shareholders, employees 

and the community.

OUR VALUES
We are Shari’ah driven

Following the Shari’ah we will conduct our activity in a fair, ethical and socially responsible 

manner.

Dedicated and Dependable

We will build strong, enduring relationships, delivering an experience that delights our 

customers.

Aspirational

We will be professional and fulfil our commitments, delivering high quality products and 

services.



CREDIT RATING

Long Term

A

Short Term

A - 1
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DIRECTORS’ REPORT TO THE MEMBERS
On behalf of the Board of Directors of MCB Islamic Bank Limited ('the Bank'), I am pleased to 
present the condensed interim financial statements for the period ended September 30, 
2018. Following are the financial highlights of the period under review:

Performance Review

During the period under review, the Bank successfully concluded and implemented “Scheme 
of Compromises, Arrangements and Reconstruction ("the Scheme") between the Bank and 
MCB Bank Limited (MCB)” which envisages transfer of MCB's banking business of ninety 
(90) branches. All assets, rights, liabilities, operations, systems, staff, assets of back office 
functions and obligations of MCB relating to the banking business of these branches have 
been transferred from MCB with effect from the Effective date i.e. close of the business on 
June 01, 2018. The banking business of these branches has also been converted into Islamic 
banking business on the effective date.

The Bank has also successfully issued right shares amounting to Rs.1.2 billion against 120 
million ordinary shares having face value of Rs.10/- that has strengthened the Bank's capital 
base and has shown shareholder's commitment towards promoting Islamic banking in 
Pakistan.

The Bank continued its operations in line with its strategy of growth by building the balance 
sheet with the desired mix of deposits dully backed by quality assets. Total Assets of the 
Bank increased by 63% to Rs.84.1 billion from Rs.51.7 billion as at December 31, 2017. Total 
deposit grew impressively by 96% to Rs.64.1 billion from Rs.32.7 billion as at December 31, 
2017. Investments also witnessed growth of 36% to Rs.12.5 billion from Rs.9.2 billion as at 
December 31, 2017. While keeping healthy and well diversified portfolio, financing grew by 
84% to Rs.57.8 billion from Rs.31.5 billion as at December 31, 2017.
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On profitability side, the Bank remained under pressure mainly due to continued expansion 
cost, lack of performance on the capital markets side, start up nature of the bank where our 
deposit and financing per branch needs time to grow upto a level to achieve breakeven, led 
the Bank to post an after tax loss of Rs.779.8 million against loss after tax of Rs.32.7 million 
in the same period last year. Total revenue of the Bank stood at Rs.2,920 million against 
Rs.1,855.3 million showing a healthy growth of 57%. Income generated from Islamic 
financing and related assets, investments and placements contributed Rs.2,659.9 million 
and other income contributed Rs.260.1 million to total revenue against Rs.1,441.9 million 
and Rs.413.4 million respectively in the same period last year. Administrative and other 
expenses were also increased by 71% to Rs.2,121.4 million from Rs.1,239.8 million in the 
same period last year which is mainly due to continued expansion cost and inclusion of new 
branches in Bank's network.

Return on earning assets was reported at 6.1% while the cost of fund came to 3.7% against 
7.4% and 3.5% respectively in the same period last year. Loss per share for the period came to 
Rs.0.705 against loss per share of Rs.0.033 in the same period last year, whereas book value 
per share including revaluation surplus stood at Rs.9.1 against Rs.9.6 as at December 31, 
2017.

Credit Rating

Pakistan Credit Rating Agency (PACRA) has maintained the Bank's medium to long-term 
rating as "A" and the short-term rating as 'A-1' and upgraded bank's outlook from stable to 
positive.

Economic Review

Following a healthy growth of 5.8% in FY18, economic activity is likely to slowdown in FY19 as 
the general macroeconomic policy mix is focusing towards stabilization, and monetary 
tightening, given issues with the balance of payments. Specifically, the continued pressure 
on current account deficit has forced the newly established Government of the Country to 
adopt a number of measures to slowdown the growing pressures on the external front. As a 
result, domestic demand is projected to decelerate in the coming months of FY19.

Despite of growth in workers' remittances by 13.4% and exports by 5.0% in the first two 
months of FY19, a notable increase in the value of oil imports has kept the current account 
deficit at US$ 2.7 billion, as compared to US$2.5 billion, in the corresponding period last year. 
SBP's net liquid FX reserves have also declined to an alarming level of US$ 8.4 billion at the 
end of first quarter of FY19 as compared to US$ 9.8 billion at the end of FY18. To 
accommodate this strong pressure on USD - PKR exchange rate, the Federal government has 
further devalued PKR which closed at Rs.124.24 as at September 30, 2018 with a devaluation 
of 12.6% w.r.t December 2017 and overall 15.9% as compared to the close of FY17.

On monetary side, the State Bank of Pakistan during the nine months of CY-18 has gradually 
increased the policy rate by 175 bps in January, May and July 2018 by 25 bps, 50 bps and 100 
bps respectively, took the benchmark rate to 7.50%. In its recently announced Monetary 
Policy at the closure of September 2018 (FY19), the State Bank of Pakistan has further 
increased the policy rate by 100 bps taking the benchmark rate to 8.5% effective from 
October 01, 2018.
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Inflation is inching up, particularly from March 2018 onwards as General Consumer Price 
Index (CPI) YoY was reported at 5.1% in September 2018. However, average CPI was 
recorded at 5.6% during first quarter of FY-19 as compared to 3.4% average maintained 
during first quarter of FY18. For FY19, SBP's inflation projections show that the average 
headline inflation is expected to fall in the revised forecast range of 6.5% - 7.5%.

In Pakistan, Islamic banking continues to broaden its outreach and is competing effectively 
with conventional banks, supported by an increasing range of products and higher quality 
services. Total assets and deposits of Islamic banking industry (IBI) were recorded at 
Rs.2,482 billion and Rs.2,033 billion respectively by the end of June 2018. Market share of 
Islamic banking assets and deposits in overall banking industry stood at 12.9% and 14.8% 
respectively as at June 30, 2018. Branch network of IBI was recorded at 2,685 branches 
(including sub-branches) with the closure of June 2018. IBI registered profit after tax of Rs.15 
billion for the period ended June 30, 2018 as compared to Rs.12 billion for the same period 
last year.  In order for Islamic banking to continue its growth trajectory, the industry will need 
new issues of Government of Pakistan Sukuk in order to meet its reserve requirements as 
well as some players may need to recapitalize their balance sheet.

Future Outlook

The Bank will continue with its strategy of expansion and long-term sustainable growth. To 
achieve this objective, 

the Bank will add 10 more branches in its network by the end of this year. More focus on 
service quality, trade finance, commercial and consumer banking is expected to improve the 
spread on the balance sheet assisted by a higher benchmark rate environment.

Pakistan's economy is exposed to a number of bigger challenges of recent times. Continued 
widening external and fiscal imbalances, water crisis, declining foreign exchange reserves, 
Rupee devaluation and sustainable economic policies are the key factors which need 
immediately focus on near-term policies to preserve Country's economic stability and get 
back to fiscal discipline.

Acknowledgment
On behalf of the Board of Directors and management, I wish to express my sincere gratitude 
to our customers, business partners and shareholders for their continued patronage and 
trust. I would also like to thank State Bank of Pakistan, Securities & Exchange Commission of 
Pakistan and other regulatory authorities for their continuous guidance and support. The 
Board of Directors sincerely appreciates the significant contribution by all its staff members 
to the growth of this franchise under challenging business conditions.

Omair Safdar

Director

October 23, 2018

For and on behalf of the Board of Directors
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0826-420875
0826-420905

046-2517327
046-2515427
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053-3571542
053-3530287

022-3821641
022-3818437
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021-32443758
021-32432849

021-35885718,
6426,4181
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