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Commercial Banks

The Bank of Punjab (BOP)
Punjab Government to Inject Equity of PKR 30bn by Jun-27

The Bank of Punjab (BOP) has announced that Board of Directors in their emergent meeting has proposed
the issuance of ordinary shares by way of other than right to Government of Punjab which holds 57.5%
stake in BOP. The proposed equity injection of PKR 30bn will be done in 2 tranches with first tranche of
PKR 20bn by Dec-26 and second tranche of PKR 10bn by Jun-27. The proposed issuance is subject to
obtaining regulatory and shareholder approval through EoGM.

The issue price has been set at PKR 38.2/share which is at a premium of 5% to its last day closing price of
BOP. However, incase if prevailing market price exceeds PKR 38.2/share at the time of issuance, the
purchase price shall be equivalent to prevailing market price plus 5% additional premium.

Based on issue price of PKR 38.2/share, we estimate 785mn new shares will be issued which includes
premium of PKR 28.2/share above the par value. As a result, this would increase the paid up capital by
24% to 4,057mn share from current 3,272mn shares leading to potential dilution of 24%. However, if share
price exceeds PKR 38.2/share at time of issuance, the dilution will likely be lower. Total equity injection will
likely increase book value by PKR 30bn or 31% from current unconsolidated book value of PKR 97.4bn.

The said equity injection is likely to improve Bank's capital adequacy ratios and strengthen capital base.
This should help in boosting growth in core business while expanding low-cost deposit without capital
constraints. ROE is expected to drop initially due to share dilution, however, assuming entire equity
injection is deployed on asset side, earnings are likely to increase going forward. This impact may likely be
visible after THCY27. Banks current Tier-1 and Total CAR ratio as of Mar-26 stands at 10.99% and 13.37%
which is likely to improve post issuance to 14.26% and 16.64% respectively.
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Research Analyst(s) Certification: The Research Analyst(s) hereby certify that the views about the company/companies and the security/ securities
discussed in this report accurately reflect his or her or their personal views and that he/she has not received and will not receive direct or indirect
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who reports to CEO.

Rating system: |G| Finex Securities employs three tier ratings system, depending upon expected total return (return is defined as capital gain
exclusive of tax) of the security in stated time period, as follows:

Recommendation Rating System

Buy if target price on aforementioned security (ies) is more than 10%, from its last closing price(s)

Hold if target price on aforementioned security (ies) is in between -10% and 10%, from its last closing price(s)
Sell if target price on aforementioned security (ies) is less than -10%, from its last closing price(s)

Valuation Methodology: To arrive at Target Prices, |Gl Finex Securities uses different valuation methodologies including
- Discounted Cash Flow (DCF)
- Reserve Based DCF
- Dividend Discount Model (DDM)
- Justified Price to Book
- Residual Income (RI)
- Relative Valuation (Price to Earning, Price to Sales, Price to Book)

Risk: Investment in securities are subject to economic risk, market risk, interest rate risks, currency risks, and credit risks, political and geopolitical
risks. The performance of company (ies) covered herein might unfavorably be affected by multiple factors including, business, economic, and
political conditions. Hence, there is no assurance or guarantee that estimates, recommendation, opinion, etc. given about the security
(ies)/company (ies) in the report will be achieved.

Basic Definitions and Terminologies used: Target Price: A price target is the projected price level of a financial security stated by an investment
analyst or advisor. It represents a security's price that, if achieved, results in a trader recognizing the best possible outcome for his investment, Last
Closing: Latest closing price, Market Cap.: Market capitalization is calculated by multiplying a company's shares outstanding by current trading
price. EPS: Earnings per Share. DPS: Dividend per Share. ROE: Return on equity is the amount of net income returned as a percentage of
shareholders’ equity. P/E: Price to Earnings ratio of a company's share price to its per-share earnings. P/B: Price to Book ratio used to compare a
stock's market value to its book value. DY: The dividend yield is dividend per share, divided by the price per share.
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