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AKBL: Structural shift toward Islamic banking; 

Reiterate Buy 

 
Bloomberg Code:  AKBL PA 

Target Price:  Rs140 

Market Price:  Rs107.85 

Market Cap:  Rs156bn,  

US$562mn 

1-yr ADTO:  4.0mn shares,  

Rs342mn, US$1.2mn 

1-yr High / Low:  Rs125.29 / 49.09 

Free float:  435mn shares (30%) 
 

 
Potential catalysts 
• Stronger growth in low-cost CA 

deposits  

• Continued growth in Islamic 

banking franchise and deposit 

base expansion 

• Higher contribution from fee 

and commission income  

• Improving funding efficiency  

• Dividend upside with capital 

buffer stability 

 

Potential risks 

• Spread compression risk from 

interest rate volatility 

• Slowdown in deposit growth or 

deterioration in CASA mix 

• High sovereign exposure 

increasing sensitivity to 

government securities  

 

We reiterate our Buy on Askari Bank Limited (AKBL) with a TP of Rs140 (~30% 

upside), supported by its diversified deposit franchise, improving liquidity profile, 

and gradual earnings improvement. The bank is positioned to benefit from a 

stabilizing interest rate environment, strong deposit mobilization momentum, and 

increasing contribution from non-interest income. 

• Strong and expanding deposit franchise, with total deposits reaching Rs 1.6trn 

in 1QCY26, implying 22% YoY growth and a CA ratio of 33%, with focus toward a 

low-cost and stable funding base. 

• Resilient liquidity and investment positioning, with a significantly expanded 

investment book of Rs 2.2trn (up 34% YoY), largely deployed in government 

securities, providing stable accrual income and supporting earnings visibility in a 

high sovereign exposure environment. 

• Comfortable asset quality profile with strong coverage buffer, as declining NPLs 

and a coverage ratio of 119% provide resilience against potential credit cycle 

volatility, while provisioning buffers enhance earnings stability in the near term. 

• Structural shift toward Islamic banking franchise expansion, with continued 

conversion of conventional branches and rapid growth in Islamic deposits, 

enhancing long-term franchise depth. 

• Key risks include pressure on spreads from interest rate volatility, normalization 

of general provisioning buffers post CY26, slower credit growth amid low ADR 

levels, and potential earnings sensitivity to sovereign exposure concentration. 

AKBL: Key statistics      
 

(Rs mn)  CY23 CY24 CY25 CY26F CY27F 

Net Interest Income 59,420 63,280 87,374 91,130 113,689 

NIMs  3.49% 2.92% 3.47% 3.03% 3.48% 

Total Income  72,355 78,721 105,186 113,008 136,922 

Operating expenses 29,348 36,021 50,083 59,660 68,666 

PAT 21,431 21,023 22,803 25,531 32,220 

EPS (Rs)  14.79 14.51 15.73 17.62 22.23 

EPS growth  52% -2% 8% 12% 26% 

DPS (Rs)  2.50 3.00 5.00 8.50 11.00 

P/B (x) 0.25 0.31 0.65 1.01 0.94 

P/E (x) 1.13 1.80 4.08 6.12 4.85 

DY 15% 12% 8% 8% 10% 

Policy Rate (avg) 20.83% 19.38% 11.29% 11.25% 10.75% 

Source: Company Accounts, JS Research 

Pakistan Equities 
Commercial Banks 

June 30, 2026 
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Askari Bank Limited (AKBL) 

 

Company description 

Askari Bank Limited (AKBL), incorporated in 1991, is one of Pakistan’s 

leading commercial banks, offering conventional and Islamic 

banking products across retail, corporate, commercial, consumer 

and agricultural segments through extensive nationwide branch 

networking. The bank is part of the Fauji Group and operates with a 

diversified business model supported by a growing digital footprints 

and a strong presence in the country’s banking landscape. 

Associated companies and related parties hold 72.6% of the bank’s 

outstanding shares, with Fauji Fertilizer Company Limited (FFC) being 

the largest shareholder with a 64.7% stake, followed by Fauji 

Foundation holding 7.2%. The remaining shareholding is distributed 

among mutual funds, Financial Institutions, insurance companies 

and the general public, providing an adequate free float and 

liquidity in the secondary market. 

Buy intact with ~30% capital upside 

We reiterate our Buy rating for Askari Bank Ltd (AKBL) with a Jun-2027 

Target Price of Rs140. Our Target Price implies an upside of around 

30%, while the stock trades at a compelling CY26E P/B of 1.0x vs 

industry’s P/B of 1.3x.  The stock also offers stable D/Y of 8% as per 

CY26 estimates. Going forward, we assume a payout ratio of ~45-

50%. 

The target price is derived using a justified Price-to-Book method, 

with key assumptions including a 12% risk-free rate, 6% equity risk 

premium, and an equity beta of 1.0, resulting in a cost of equity of 

18%. Assuming a payout ratio of 47.2% (retention rate of 52.8%) and 

a sustainable return on equity of 20.8%, this implies a growth rate of 

11.0% and a justified P/B multiple of 1.39x.  

We expect the stock to outperform the KSE-100 benchmark this year 

on the back of strong growth in both core and non-core operations. 

Deposit franchise remains well anchored 

AKBL’s deposit base continues to post healthy growth, with total 

deposits closing at Rs 1.6trn as of 1QCY26, up 22% YoY compared to 

Rs 1.3trn in the corresponding period last year. The growth is primarily 

driven by strong deposit mobilization and continued balance sheet 

expansion. Importantly, the deposit mix remains tilted towards low-

cost funding, with the CASA ratio at 87.2% as of 1QCY26. Within this, 

 

AKBL Shareholding Structure 
 

 
 

Source: Company Accounts, JS Research 
 
 
 
 
 

Price performance relative to KSE100 
 

 
 

Source: PSX, JS Research 
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non-remunerative current deposits clocked in at Rs564bn, up 47% 

YoY (33.4% of the total deposits), supporting the funding base.  

A 5-year deposit CAGR at 15.6% (CY25 end) along with market 

share of ~4.2% reflects sustained growth momentum. Deposits 

composition remained broadly balanced, with individual’s deposits 

constituting 37% of the total base, followed by government deposits 

at 35%. Private sector deposits represented 21%, while exposure to 

public sector entities and non-bank financial institutions stood at 5% 

and 2%, respectively, providing a relatively diversified funding 

profile. 

AKBL Deposit mix 
 

       
 

Source: Company accounts, JS Research *CY25 

 

Transition toward Islamic banking continues 

AKBL has been focusing on expanding Islamic branch network with 

125 branches being converted from conventional to Islamic in the 

last 1.25 years taking Islamic banking branch network to 368 

branches, total branch network stands at 760 branches.  

Expanding Islamic branch network  
 

 
 

Source: Company accounts, JS Research 
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Islamic Banking deposits grew 2.53x YoY as 1QCY26 deposits 

clocked in at Rs324bn. Management continues to target a 

complete conversion of the conventional franchise into Islamic 

banking over the next 2–2.5 years, subject to prevailing market 

conditions.  

Notably, the entire branch network in Khyber Pakhtunkhwa and 

Balochistan has already been converted, reflecting the Bank’s 

focused approach toward expanding its Islamic footprint and 

enhancing network-wide accessibility to Islamic financial services. 

Investment book expands to Rs2.2trn 

AKBL’s investment book expanded significantly, growing to Rs 2.2trn 

as of 1QCY26, up 34% YoY (1QCY25: Rs 1.65trn), reflecting continued 

balance deployment in sovereign instruments. The investment mix 

remains predominantly skewed towards government securities, 

including PIBs, T-bills, and Ijarah Sukuk. Within PIBs, the portfolio is 

largely positioned towards floating-rate instruments 92%, with the 

remaining 8% in fixed rate, carrying a weighted average maturity 

(WAM) of 2.5yrs and yield of around 12%. The expansion in 

investments has been funded through OMO borrowings. As a result, 

the investment to deposit ratio (IDR) stood at 130.4% as at 1QCY26. 

Going forward, bank would gradually reduce reliance on OMO 

borrowings, which should further normalize the funding mix. To note, 

every 100bp change in interest rates impacts the MTM gains by 

Rs3.5bn. 

AKBL: Increasing IDR over years 
 

 
 

Source: Company accounts, JS Research 
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Asset quality remains comfortable with strong buffer 

AKBL’s asset quality continues to improve, gross NPLs have declined 

2.5% YoY to Rs 33.3bn as at 1Q end, translating into a lower infection 

ratio of 5.18% versus 5.80% in the same period last year and a 

reduced NPL ratio of 5.52% versus 6.19%. This improvement was 

supported by healthy growth in gross advances, which expanded 

9.2% YoY to Rs642.1bn, outpacing the pace of incremental stress 

formation and indicating better portfolio absorption capacity. The 

bank’s coverage ratio also strengthened to 119.1% in 1QCY26 from 

107.8% in 1QCY25, reflecting a conservative provisioning stance 

and providing a strong buffer against potential credit cycle 

volatility. Overall, the asset quality trajectory remains stable, 

underpinned by improving coverage and controlled formation of 

non-performing assets. 

Asset quality ratios (%) 
 

 
 

Source: Company accounts, JS Research 

 

Provisioning buffers and portfolio resilience 

Bank maintains general provisioning of Rs39.6bn as of 1QCY26, 

providing a cushion over and above IFRS 9 expected credit loss 

requirements. This buffer enhances earnings stability by absorbing 

potential credit shocks and reducing volatility in provisioning cycles, 

particularly during periods of macro stress. However, in the absence 

of an extension beyond Dec-2026, the gradual unwinding of these 

general provisions from CY27 could normalize overall provisioning 

levels, potentially exerting pressure on earnings and capital buffers 

for banks with relatively higher reserves. Meanwhile, the loan book 

remains well diversified, with exposure spread across trade and 

services (21%), agriculture (15%), automobiles and transport (13%), 

and textile and construction/mining (11% each), while individual 

lending contributes 8%, supporting overall portfolio resilience and 

limiting concentration risk. 
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Source: Company Accounts, JS Research 
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Capital position provides room for dividend 

Bank maintains a healthy capital position with CAR of 18.6% and 

tier-1 ratio of 16.7% as of 1QCY26, comfortably above the regulatory 

requirement of 12.5%. Strong internal capital generation coupled 

with prudent balance sheet growth has helped the bank to 

preserve sufficient space to support future asset. Leverage ratio 

stands at 3.48%. The current capitalization levels provide enough 

room for credit growth and dividend payouts while preserving 

resilience against potential macroeconomic and regulatory 

headwinds.  

Bank's strong capital base has also supported a disciplined dividend 

policy. Cash dividend payouts increased from Rs2.5/share in CY23 

to Rs3.0/share in CY24 and further to Rs5.0/share in CY25. The 

declaration of an interim cash dividend of Rs2.0/share in 1QCY26 

reflects management's confidence in the Bank's earnings outlook 

while maintaining adequate capital buffers to support future 

growth. 

Earnings & Payout trend (Rs/share) 
 

 
 

Source: Company accounts, JS Research 
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Key Risks 

1. Higher-than-expected credit costs 

A deterioration in asset quality could lead to higher provisioning 

expenses, weighing on profitability ratios. Slower economic activity 

or stress in key borrower segments could accelerate non-performing 

loan formation.  

The management highlights every 100bp change in interest rates 

impacts the MTM gains by Rs3.5bn. 

2. Investment in digital and branch expansion to increase costs 

Continued investment in digital infrastructure and branch 

expansion may keep operating expenses elevated in the near term. 

If revenue growth fails to offset these investments, cost-to-income 

ratio would worsen. 

3. Competitive deposit market 

Intensifying competition for deposits may increase funding costs as 

banks offer more attractive deposit rates to retain and attract 

customers. This could compress net interest margins despite 

continued deposit growth. 
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