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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 
financial results for the Third Quarter and Nine Months Ended September 30, 2019: 
 
                    Rs. in Million 

Statement of Financial Position Sep 30, 2019 Dec 31, 2018 Growth 

 Investments – net  16,353 12,714 29% 

 Islamic Financing – net  57,591 62,907 (8)% 

 Total Assets 108,003 94,864 14% 

 Deposits  81,134 73,307 11% 

 Net Shareholders’ Equity 9,793 10,070 (3)% 

    Profit & Loss Account Jan – Sep 2019 Jan – Sep 2018 Growth 

 Operating Income – net 3,140 1,421 121% 

 Operating and Other Expenses 3,336 2,121 57% 

 Loss Before Provisions  (196) (700) (72)% 

 Provisions against Financing & Investments                  212  495  (57)% 

 Loss Before Taxation (408)    (1,195) (66)% 

 Loss After Taxation                             (274)      (780) (65)% 

 Basic / Diluted Loss Per Share (Rs.)          (0.25)           (0.70) (64)% 

 
Performance Review 
 
Banking sector continues to face challenges stemming from weak macro-economic conditions. Despite 
continuous increase in SBP’s policy rate over the last one year, the margins are still compressed due to re-
pricing lag between earning assets and liabilities, along with rising cost of doing business, increasing 
regulatory and compliance costs, tax imposition, and implementation of new International Financial 
Reporting Standards. 
 
Despite the above mentioned challenges, the Bank prudently managed the economic capital to attain 
consistent growth in deposit base and high quality assets, supported by an optimal organizational structure, 
multi-dimensional risk management framework and effective compliance with regulatory instructions. This 
helped the Bank in showing sustainable financial performance during the period under review. 
Alhamdulillah, the Bank has made a pre-tax profit of Rs.17 million for Third Quarter of 2019.  
 
The asset base of the bank has reached at Rs. 108 billion as of Sep 30, 2019 with 14% increase against Rs. 
94.9 billion as of Dec 31, 2018. Investments also witnessed notable growth of 29%, closed at Rs. 16.4 billion 
as of Sep 30, 2019 against Rs. 12.7 billion as at Dec 31, 2018. 
 
On the other hand, due to CAR constraints and prudent approach of focusing on better quality and high 
yielding portfolio, the Bank closed the net Financing at Rs. 57.6 billion representing a decrease of 8% from 
Dec 2018. The overall industry’s advances growth remained subdued with a challenge of rising credit risk.  
 
On liabilities side, with a reasonable footprint of 178 branches, the Deposit base has crossed Rs. 81 billion 
with 11% increase over the last year end with accumulation of no and low-cost Deposits remained a key 
objective of the Bank during the period under review. The Bank’s CASA mix stands at a healthy rate of 84% 
with non-remunerative Deposits constituting 31% of total Deposit mix of the Bank as at end of Sep 2019. 
 
The Bank has a continuous focus on promoting Islamic Banking amongst a vast potential non-banked 
customer base with the addition of variety of new Islamic Banking products. 
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During the period under review, total revenue earned with a promising growth of 151% stood at Rs. 7.3 
billion compared to Rs. 2.9 billion for the corresponding period of last year. Return on earning assets stood 
at a robust level of 11.16% while the cost of funds was at 6.19% resulting in a net spread of 4.97% for the 
period under review. 
 
On the expense side, operating expenses increase by 57% mainly due to the full current period impact of 90 
branches which were taken over/merged w.e.f Jun 02, 2018 last year coupled with high inflationary 
pressures, significant currency devaluation, higher compliance related regulatory charges. 
 
During the period under review, the Bank adopted the International Financial Reporting Standard IFRS 16 - 
“Leases”, which has introduced the concept of recognizing right of use (ROU) assets and corresponding lease 
liabilities on the Balance Sheet of the lessee. Implicit profit expense amortized on lease liabilities and 
depreciation on ROU assets led to additional charge of Rs. 526 million in total whereas reversal of rental 
expense led to decline of Rs. 346 million in the operating expenses, resulting in net loss of Rs. 180 million for 
the period. 
 
The Bank’s loss before provisions during the period stood at Rs. 196 million. However, barring the 
aforementioned net additional impact of Rs. 180 million booked under IFRS-16, business as usual loss before 
provisions amounts to Rs. 16 million compared to Rs. 700 million in the comparative period; representing a 
huge decrease of 98%. Further the provision charge during the period mainly represents the provisions 
against capital market portfolio amounting to Rs. 196 million. 
 
In view of the above developments, poor capital market performance and carrying the expansion cost; 
gradually increasing Balance Sheet spreads enabled the Bank’s P&L improved significantly and posted an 
after tax loss of Rs. 274 million for the period under review against loss of Rs. 780 million for the 
corresponding period, representing a healthy decrease of 65%. The improvement in the Bank’s profitability is 
also evident from loss per share after tax for the period, which came down considerably to Rs. 0.245 for the 
period against Rs. 0.696 in the same period of last year. 
 
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' with positive outlook. 
 
Economic Review 
 
Global economic growth outlook remains sluggish, amidst continued trade friction between US and China, 
uncertainty surrounding US-Iran relationship, oil production, weaker investment flows and stagnant 
consumer demand in both advanced and emerging markets.  
 
On the domestic front; recent macro-economic indicators show a gradual slowdown in line with earlier 
expectations, and SBP expects average growth in Fiscal Year (FY) 2019-20 of around 3.5%. Large-Scale 
Manufacturing sector contracted by 3.6% in FY 2018-19, primarily on the back of cut in Public Sector 
Development Program outlay, tightening in monetary policy, currency devaluation and imposition of 
regulatory measures. Despite growing export volumes, the growth in export dollar proceeds has been less 
pronounced due to declining international unit prices. Agriculture sector’s performance has been subdued, 
with an insignificant growth of 0.85% during FY 2018-19, on account of adverse water supplies and high 
input costs, while Services sector posted a growth of 4.7% during FY 2018-19. As per SBP, for the next year, 
the agriculture sector is expected to improve considerably whereas the services sector to be at lower side. 
 
The stringent policy measures taken by the Government and SBP during FY 2018-19, assisted in reducing 
country’s import bill by 9% duly supplemented by 10% growth in worker’s remittances and a sizeable 
reduction of 32% in current account (CA) deficit. 
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Foreign Direct Investment remained under pressure, declining by 50% during the FY 2018-19, primarily due 
to uncertainty regarding exchange rate adjustments, increasing external financing risk and a weakening fiscal 
position. However, improvement in CA deficit, along with the activation of the Saudi oil facility and external 
financing from bilateral and multilateral agencies including IMF, helped to build country’s foreign exchange 
reserves; which stood at US$ 15 billion at end of Sep 2019 against US$ 13.7 billion in Dec 2018. 
 
The country’s overall fiscal deficit remained high at a level of 8.9% of GDP in FY 2018-19, owing to shortfall in 
revenue collections, higher debt servicing costs, untargeted subsidies and loss-making Public-Sector 
Enterprises. However, tax revenues had grown considerably in July and Aug of FY 2019-20, suggesting that 
the economic slowdown may not be as pronounced as may have been feared. 
 
The Government’s action plan to curtail pressures on twin deficits and boost revenue generation through 
imposition of additional taxes and tariff revisions along with lagged impact of Pakistani Rupee devaluation 
adversely impacted Consumer Price Index, which has surged to 11.4% on a year on year basis. SBP expects 
the inflation to average 11 – 12% in FY 2019-20. The inflation outcomes have been largely as expected and 
therefore, the policy rate has been left unchanged at 13.25%.  
 
In Pakistan, Islamic banking continues to strengthen its base through its market share at 14.4% (Rs.3 trillion) 
and 15.9% (Rs.2.4 trillion) for assets and deposits respectively as of Jun 2019, with branch network of 2,913 
branches, including sub-branches.  
 
Future Outlook 
 
The Bank will continue with its strategy of long-term sustainable profitability. To achieve this objective, the 
Bank will be focusing on generating no and low-cost Deposits, high earning assets, containment of operating 
expenses and better service quality is expected to improve the spreads on the Balance Sheet. 
 
The economic stabilization measures taken during the last few months have given some breathing space to 
the economy but implementation of key structural reforms is the only way to put the economy back on track 
towards self-sustaining economic growth and durable financial stability. 
 
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. 
 
 
For and on behalf of the Board of Directors 
 
 
 
 
__________________ 
Raza Mansha 
Chairman  
October 16, 2019  
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