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COMPANY PROFILE OF MUTUAL TRUST BANK LTD.

The Company was incorporated as a Public Limited Company in 1999, under the Companies Act 1994, with
an Authorized Share Capital of BDT 1,000,000,000 divided into 10,000,000 ordinary shares of BDT 100 each.
At present, the Authorized Share Capital of the company is BDT 10,000,000,000 divided into 1,000,000,000
ordinary shares of BDT 10 each.

The Company was also issued Certificate for Commencement of Business on the same day and was granted
license on October 05, 1999 by Bangladesh Bank under the Banking Companies Act 1991 and started its
banking operation on October 24, 1999. As envisaged in the Memorandum of Association and as licensed by
Bangladesh Bank under the provisions of the Banking Companies Act 1991, the Company started its banking
operation and entitled to carry out the following types of banking business:

#Wholesale Banking

#Retail Banking

#International Trade Financing

#Small and Medium Enterprises (SME) Banking
#NRB Banking

#Privilege Banking

#Card Services

#Treasury Operations

Authorized Capital 10,000,000,000
Paid Up Capital 3,078,000,000
Total Market Capitalisation 6,247,595,000
Face Value 10
52 Weeks Range 15.2-21.4
Free Float Shares 29.63%,

Figure: 1 (Source: DSE Website)

The Company (Bank) operates through its Head Office at Dhaka and 103 branches. The Company/ Bank
carries out international business through a Global Network of Foreign Correspondent Banks.

Source: http://www.mutualtrustbank.com/about profile.php
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KEY REVENUE DRIVERS & FINANCIALS

Financials 2011 2012 2013 Growth CAGR

Net Interestincome 887,695,989 850,993,829 1,027,859,927 8%
Total Operating income 3,103,853,884 3,507,202,708 4,618,986,843 22%
Total Operating expenses 1,898,596,958 2,174,871,334 2,593,125,777 17%
Net Profit After T ax 404,222,699 327,867,814 573,252,200 19%
Earning Per share 1.59 117 2.05 14%
Total Investments 19,756,114,952 23,251,059,259 25,824 406,855 14%
Loans and Advances 47,005,479,862 56,511,077,223 59,548,362,590 13%
Total Shareholders Equity 4,814,929,200 4,833,572,881 5,449,063,846 6%,

Figure: 2. (Source: MTB Annual Report)

In Figure 2 we can see the cumulative growth rate (CAGR) of all the important determinants. Mutual Trust
Bank performed well in the increasingly competitive banking environment in Bangladesh. Between 2011 and
2013 Net Profit after Tax has been grown at a compounded Annual Growth Rate of 19%. After dilution, EPS
also showed CAGR of 14%.

Index(DSEX) and Price Movement
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Figure: 3 (Source: DSE Website)

In figure 3 we can clearly see the correlation between the prices of MTB with DSEX. The change in the index
(DSEX) is positively correlated with the price movement although in recent times MTB has been
underperforming the DSEX.

Future prospect of Mutual Trust Bank

Considering current EPS of Mutual Trust Bank Limited at the end of third quarter of Tk1.84 per share and
operating income we have conducted the projection on the earnings, profitability and EPS for the year ended
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December 2014. With growth of 82% in net interest income, 10% in investment income and 15% in the
operating expenses our projection estimates EPS at the end of year 2014 to be Tk3.13. The estimation of
earnings per share is done by forecasting income of MTB before and after payment of approximate provision
and expenses as on December 2014. The Pro Forma statement of Mutual Trust Bank Limited is as below in

Figure 4.

Particulars_________________Jpeci3 Q32014] Dec-14 (Forecasted)

Total interestincome

Net Interest Income
Investment Income
Commission and Charges
Total Operating Income
Total Operating Expenses
Profit before Taxation
Profit after Taxation

EPS
Figure: 4. (Source: MTB Annual Report)

8,984,990,174
1,027,859,927
2,466,231,850
769,630,665
4,618,986,843
2,593,125,777
1,399,313,783
573,252,200
2.06

7,096,251,256
1,097,497,321
1,983,515,024
665,573,616
4,051,451,595
2,083,182,305
1,332,274,321
565,338,161
1.84

9,225,126,633
1,865,745,446
2,124,485,118
1,021,319,397
6,251,461,908
2,974,824 246
2,264,866,346
961,074,874
g8

GRAPHICAL REPRESENTATION OF FINANCIALS (2011-2013)
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Figure: 5. (Source: MTB Annual Report)

The cumulative average growth (CAGR) of net interest income in three years was 8%. In 2012 it showed a

negative growth of -4% but has recovered in 2013 with a positive growth of 21% year on year.
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Figure: 6. (Source: MTB Annual Report)

Total operating income grew at a CAGR of 22% with a year on year growth of 13% and 32% respectively in
2012 and 2013.

Net Profit After Tax
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Figure: 7. (Source: MTB Annual Report)

Cumulative average growth (CAGR) in net profit after tax was 19%. The profit after tax fell in 2012 by 19%
year on year. The growth in the year 2013 saw a increase by 75% from that of the previous year.

Loans and Advances
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Figure: 8. (Source: MTB Annual Report)

Loans and advances grew at a steady rate by CAGR of 13%.The year 2013 saw a fall in the growth rate as it
came down to 5% compared to the previous year whereas the growth rate was 20% in 2012.
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PERFORMANCE OF MTB IN COMPARISON WITH OTHER BANKS

ABBANK( AB Bank Limited ) 9% 2h .31 1017
ALARABANK -38% -2l 2108 1017
BANKASIA 2% 2% 125 1017
BRACBANK 61% 5 8.02 1017
CITYBANK 0% A% 1333 1017
DHAKABANK 51% 40% 149 1017
DUTCHBANGL -h h 091 1017
EBL( Eastem Bank ) -33% 2% 1030 1017
EXIMBANK( Export Import (Exim) Bank of Bangladesh ) -20% -19% 9.58 1047
FIRSTSBANK( First Securty Islami Bank Limited ) 3% 2% 9.38 1017
ICBIBANK(ICB Islamic Bank Limited ) 3% -36% 5% 1017
IFIC(IFIC Bank ) 8% &% 110 1017
ISLAMIBANK( Istami Bank ) 66% -3%% 25 1017
JAMUNABANK( Jamuna Bank Ltd. ) 2% -3%% 15.74 1017
MERCANBANK( Mercantle Bank Ltd. ) -36% 2% 18 1017
MTBL( Mutual Trust Bank Ltd. ) 3% 15% 821 1017
NBL(NBL ) -16% 46% 1068 1017
NCCBANK(NCCBL) -35% -3T% 176 1017
ONEBANKLTD( One Bank Limited ) -2 2% 8.05 1017
PREMIERBAN( The Premier Bank L1d. ) % -38% 075 1017
PRIMEBANK( Prime Bank ) 8% 3% 153 1017
PUBALIBANK( Pubali Bank ) 0% B 927 1017
RUPALIBANK( Rupali Bank ) 2% -3% 216 1017
SHAHJABANK( Shahjala Islami Bank L. ) 3% 43% 135 1017
SIBL( Social Islami Bank Limited ) 2% Th 1030 1017
SOUTHEASTB( Southeast Bank ) 1% 12% 6.12 1017
STANDBANKL( Standard Bank Limied ) 1% 2% 8.16 1017
TRUSTBANK( Trust Bank Limied ) 26% % 648 1017
UCBL( United Commercial Bank Ld. ) 2% - .02 1047
UTTARABANK( Utara Bark ) ) -18% 176 1017
Industry Average -3% -20% 1113 1047

Figure: 9. (Source: Empire Capital Research)

NOTE: In figure 9 we have tried to come up with an industry analysis in comparison with MTB where four aspects have been shown. Net
profit after tax and EPS for 2014 has been annualized. Forward P/E is calculated by dividing market price with annualized EPS which is
Forward EPS. The market price of shares is as of 23rd February. Sectoral P/E is calculated by dividing sum total market capitalization of

bank sector with sum total annualized net profit of all companies.

From the above Figure 9 we can clearly see the winning banks when compared with its industry average. In
terms of YOY change in NPAT there are 8 banks which showed positive change in growth out of which MTB
has registered a growth of 31% from that of previous year while the industry average is -3%. In terms of 4
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years CAGR growth in EPS, MTB has performed the best out of the four positive growth banks with a growth of
15%. The industry average of EPS in 4 years CAGR is -20%. Forward P/E of MTB based on 2014 projected
NPAT, being under 6.5 is still low compared to its Sectoral P/E of 10.17.

Regional Comparison 2014
Name of the company United Bank (Pakistan) |Commercial Bank of Ceylon (Srilanka) [Kasikom Bank (Thailand)  |Mutual Trust Bank (Bangladesh)

Net Infrestincome 16.08% 6.37% 15.00% 140.79%
Toal Operatng income 19.4% 1057% 1767% 3.34%
Tofal Operaing expenses 2.39% 943% 16.62% 14.72%
NetProft Afer Tax 2.1% 8.35% 17.04% 424.80%
Earning Per share 2046% 6.68% 16.74% 42511
Tol Invesmenss 140% 53.46% 6.52% 18.19%
Loans and Advances 8.86% 15.38% 429% 2055%
Tolal Shareholders Equly 0.24% 14.35% 134%% 16.85%

Figure: 10 (Source: Financial Statements of respective banks) *All the above figures are based on Q3 disclosures of 2014

with Q3 of the previous year 2013.

Commercial Bank of Ceylon (Srilanka) 9.1 6.68% 154 252.62%
Kasikom Bank (Thailand) 15.12 13.77% 11.26 34.70%
United Bank (Pakistan) 41 20.46% 9.8 199.91%
Mutual Trust Bank (Bangladesh) 312 20.00% 6.38 17.24%
Axis Bank (India) 7.98 17.70% 28 56.24%

Figure: 11 (Source: Financial Statements of respective banks) *All the above figures are based on Q3 disclosures of 2014
with Q3 (except MTB) of the previous year 2013.

CAPITAL MARKET EXPOSURE OF MUTUAL TRUST BANK LIMITED

MTB

COIVIPANY NAME LOSER IN ANMIOUNT COINVIPANY NAME LOSER IN 25
ABB1STMF -70,654, 489 | UNITEDAIR -6326
FBFIF -66,164,383|NBL -58%
EBLNRBMFE -51,604,403| MBL1STMFE -5626
COINVIPANY NAME GAINER IN AIMVMIOUNT CONMPANY NAME GAINER IN 26

GP 17,126, 460| LAFSURCEMIL 23826
LAFSURCEML 16,200,000 RENATA 9126
BENGALWTL 15,738,000|GP 8826
26 of MV as of Cost Holding -1826

MITB Securities

COIVIPANY NAME LOSER IN ANMIOUNT CONMPANY NAME LOSER IN 26
ACTIVEFINE -2,994,600| ASIAPACINS -7326
ORIONINFU -2,956,500|FIRSTSBANK -6126
BSCCL -2,893,940| EXIMBANK -5826
COIVIPANY NAME GAINER IN AIMIOUNT COMPANY NAME GAINER IN 256
LAFSURCEML 24,252,000 | LAFSURCEML 23726
SQURPHARMA 15,163,800|OLYMPIC 10026
GP 7,801,000 |GP 77256
26 of MV as of Cost Holding 23726

Figure: 12 (Source: Empire Capital Research) Notes: The annexure of capital market exposure of MTB are given below on
Figure 16 and 17 as Annexure A and Annexure B.
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NOTE: In figure 12 all data are as of December 2014. The MV is market value. At the bottom is given the market value of securities as of

30 December 2014 as percentage of cost holding.

It can be seen that the overall capital market investments of MTB are trading at 18% discount to acquisition
value. With positive expectations about the Bangladesh Capital Market in 2014 and 2015, Provisions for
capital market investments may see reverse provision or in other words a write back of previous provisions.

Also MTB saw an increase in the

fair value of its investments in 2014 as of Q 3 2014. The increase in the fair

value of its investments is approximately BDT 34 Crore (BDT 340 Million).

Trading Code:

|[MTB

News:

The Board of Directors has recommended 20% stock dividend for the year
ended on December 31, 2014. The Board has also decided to issue Non-
Convertible Subordinated Bond for Tk. 3,000.00 million to raise the Tier II
capital of the Bank. Date of EGM and AGM: 30.03.2015, Time of EGM and
AGM: 10:00 AM and 10:15 AM respectively, Venue: Bashundhara
Convention City (1 Gulnaksha), Joar Sahara Khilkhet, Dhaka (beside 300 ft.
Purbachal link road). Record date for EGM and AGM: 08.03.2015. The
Company has also reported EPS of Tk. 3.12, NAV per share of Tk. 22.00 and
NOCFPS of Tk. (4.57) for the year ended on December 31, 2014 as against
Tk. 1.86, Tk. 19.48 and Tk. 15.47 respectively for the year ended on
December 31, 2013.(end)

Post Date:

|[2015-02-25

Figure: 13 (Source: DSE Website)

The above information in Figure

13 is taken from DSE website which was disclosed on 25t February 2015. It

can be seen that our provisions estimate of BDT 3.13 was very close to the final EPS of MTB for 2014 disclosed
to be 3.12. Hence it can be seen that MTB is trading at discount to the sectoral forward PE of banking sector

which is above 10.

CapitalShareholders equity Columnt[Column2[Column3 ___{Columnd_____

Particulars

Paid Up Capitl

Statutory Reserve

Revaluation Reserve on Investmentin Securies
General Reserve

Retained Earnings

Tofal Shareholders' Equity

2012 2013 2014(Annualized)  Growth (CAGR)
2543,498.400 797,848,240 369,159,370 2050%
1,637,341,825 1,917,204,582 2,556,272,776 24.95%

120,718,271 161,739,327 215,652,436 33.66%
276,777,324 216,777,324 369,036,432 15.47%
255,237,061 294,423 3717 392,564,503 24.02%
4833572881 5,449,063,846 7,265,418 461 260%,

Figure: 14 (Source: MTB Annual Report 2013 and Q3 Financial Statement) Note: The figures are annualized

where necessary.

In 2003 MTB has increased its paid up capital by 4,000,000 Ordinary shares of Taka 100 each amounting to
Taka 400,000,000 through Pre-IPO placement arrangements and initial public offerings. The shares have been
issued at Taka 125 per share including premium of Taka 25 each. The issued, subscribed and paid-up capital of
the Bank as on December 31, 2014 is BDT 3,693,159,370 divided into 3,693,159,37 Ordinary shares of BDT 10

each. Since 2003 MTB has been

rewarding its shareholder’s with both cash and stock dividends. In figure 14

we can see a consistent and healthy CAGR growth of all the above mentioned features of capital instruments.

7
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MTB has maintained a strong capital adequacy ratio of 11.57% as against the requirement of 10% by
Bangladesh Bank. MTB thrives to maintain a strong capital ratio with high rating and maintains sufficient
capital levels to absorb all material risks as we can see on figure 15.

Particulars___2013

Capital Adequacy Ratio 11.57%
Requirement as per BB 10%
Risk weighted assets 70,345,800,000
Requirement as per BB 7,034,580,000 _

Figure: 15 (Source: MTB Annual Report 2013)

The bank sector has faced a number of hurdles in the past 5 years. A number of large loan scams shook the
country’s banking sector as it was already reeling right after the stock market crash in early 2011. After that
Bangladesh Bank the central bank took a stern stand on the loan classification and asset quality of banks to
offset the risk. Increased amounts of nonperforming loans had put Bangladesh Bank into a challenge to
maintain the NPL at a tolerable level. Banks were extra cautious on disbursing loans due to such events. Credit
to both private and public sector decreased. Political instability is also a major factor which affected the
investment climate of the country. The banking sector being closely related to the business environment is
directly beneficiary/victim of adverse political developments. The central bank of Bangladesh however has
relaxed its loan classification, provisioning and rescheduling policies recently aiming to facilitate the country's
overall business activities. The requirement of 5.0 percent provisioning on outstanding balance of loan under
Special Mention Account (SMA) has been withdrawn and the rescheduling time has been re-fixed at six years
instead of four-and-half-year earlier, according to the latest directives, issued by the Bangladesh Bank (BB) as
stated on the national dailies. However Bangladesh Bank maintains its stance to migrate to BASEL III after
fulfilling BASEL Il requirements.

In summary it may be said, that MTB is one of the safer listed banks to invest in Bangladesh right now. With a
positive CAGR in both NPAT and EPS, MTB is currently trading at at a discount of 8% to its book value of 22 as
of end of Q4, 2014. It is also trading at a discount of 35% to the industry Forward PE of listed banks in
Bangladesh. We believe that holding this stock will yield a positive return of more than 15% in the next three
months from the publication of this report. However investor discretion is advised in interpretation of the
financial statements and other information presented here. Generally if the political climate in the country
does not escalate further, this may be a good time to take long time position in good banking scrips like MTB in
the Bangladesh Stock Market. With very low NPL compared to industry average, it can be fairly expected that
MTB offers potential value to investors in the coming days.
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Annexure A Figure: 16 (Source: Annual Report 2013 and Empire Capital Research) Note: An annexure is given on

figure 16 of MTB Bank as on 30 December 2014.
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Annexure B Figure: 17 (Source: Annual Report 2013 and Empire Capital Research) Note: An annexure is given on
figure 17 of MTB Securities as on 30 December 2014.
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