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03First quarter ended March 31, 2010

It gives me great pleasure to present, on behalf of the Board of Directors, the
financial statements for the quarter ended March 31, 2010.

ECONOMIC & POLITICAL UPDATE

The first quarter of Calendar Year (CY)’10 has exacerbated concerns about
the fragility of Pakistan’s economic recovery as fiscal slippages, resurgence
of inflation and political instability have yet again exposed the reform plan’s
vulnerability.

Pakistan is expected to miss the fiscal deficit target for Fiscal Year (FY)’10
which is now expected to be between 5%-5.5% against an earlier estimate of
4.7%-5.2% of Gross Domestic Product (GDP) on account of extraordinary
defense related expenditures and structural weakness in revenue collection.
To make matters worse the susceptibility of the financing mix of the fiscal
deficit to external sources has also been badly exposed as the external
financing pledged by donors such as Friends of Democratic Pakistan (FODP)
has largely been elusive. This has increased concerns about the Government
of Pakistan’s (GOP) ability to finance the fiscal deficit, which in turn has wider
implications for the rest of the economy especially the Public Sector Development
Program (PSDP) and the monetary policy. Hence the catalyst for fiscal
consolidation will be the timely arrival of external pledges and improved tax
collection, this will in turn take pressure off the GOP borrowing from the inter-
bank market and facilitate private sector credit off take.

Consumer Price Index (CPI) inflation which had subsided almost decisively
during CY ’09 has begun to resurge prominently during this quarter where it
has averaged at 13.2%. The State Bank of Pakistan (SBP) in its forecast expects
the full year CPI for FY’10 to be close to 12% (the CPI average for first 9 months
is 11.3%), this uptick is mainly attributed to alignment of energy and petroleum
prices with market factors. However, the containment of its second round
effects
may make the interest rate trajectory downward sticky going forward.

The most encouraging development with regards to GDP growth, which is
envisioned at 2.5%-3.5% for FY ’10 has been the performance of large scale
manufacturing which for the first seven months of FY’10 has grown at 2.4%,
but the continuity of this performance is dependent on the availability of
electricity, maintenance of law and order and availability of private sector
credit.
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The current account has displayed significant improvement on the back of
stellar growth in remittances and a fall in aggregate demand. Home remittances
for the first nine months of FY’10 were recorded at US dollar (USD) 6.549 billion
up from USD 5.657 billion during the same period last year. Though the
February ’10 numbers were a little disconcerting at USD 589 million, they may
be considered as a one-off as they were followed by an inflow of USD 763
million in March ’10. The provisional current account deficit for the first 9 months
of FY’10 (July-March) stood at USD 2.702 billion vs. USD 8.379 billion during
the same period last year depicting a marked improvement. In order to sustain
this trend over the medium term the economy needs to generate a diversified,
vibrant and higher value-added export base and reduce dependency on
remittances.

The USD reserve position has remained relatively flat during this quarter and
as of 27th March ’10 they were recorded at USD 14.93 billion vs. USD 15.069
billion as of 31st December ’09. Hence there was a minor reduction of USD
133 million witnessed during this quarter. This position is expected to improve
after the receipt of the 5th International Monetary Fund IMF tranche of USD
1.2 billion in May ’10.

Going forward the economy’s prospects are largely dependent on the successful
completion of the current International Monetary Fund program, an improvement
in the security situation, a reduction of power shortages, sustained implementation
of fiscal reforms (particularly for tax administration) and on the external front
a gradual economic recovery in the main trading partners.

BANK’S PERFORMANCE

As envisaged in the five year strategy of the bank, following new initiatives
were launched during the quarter under review:-

• Faysal Bank introduced its Priority Banking division, under the name of
Solitaire Wealth Management. Solitaire was introduced as a single service

      which caters towards all the banking requirements of our priority customers.
In line with our objective of growth, we aim to secure ourselves as a leader
in Pakistan’s financial sector; the launch of Solitaire takes us one step
closer towards fulfilling this ambition. As the name suggests, Solitaire is

     intended to be a symbol of excellence, welcoming our customers to the top.
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• Faysal Phone Banking services were introduced as a call center based
alternative delivery channel through which Faysal Bank customers can

    avail various banking facilities from the convenience of their homes 24
hours a day. The service is launched with a vision to springboard Faysal
Bank into the top echelons of banking technology providers in the country.

• Enterprise wide licensing for Siebel Customer Relationship Management
(CRM) has been acquired in collaboration with Oracle. This enables
Faysal Bank to enhance its CRM footprint from 25 users to virtually
everyone in Faysal Bank, providing greater than ever service efficiency
to our valued customers, and a tremendous reach to our banking products;

 through a customer centric view of relationship management.

Corporate and Investment Banking Group had an active first quarter,
capitalizing on the initiatives taken and new relationships built during the
previous year. Also, measures were taken to further strengthen the Structured
Finance and Corporate Advisory function. In addition to successfully closing
a number of milestone transactions, several new mandates have been won
during the quarter under review.

The following key transactions were completed during the quarter:-

• FBL was mandated as lead advisor and arranger to a PKR 3.7 billion
 aircraft acquisition transaction which was the first of its kind whereby a
 private sector commercial airline would raise local funding on its own

balance sheet.

• FBL was mandated to structure and arrange PKR 2.37 billion initial public
offering of a leading fertilizer company.

• FBL was mandated as a structuring advisor to re-profile a dual tier back
to back Stand by Letter of Credit facility amounting to USD 70 million
extended between an independent power producer and the national
power producer.

• FBL has been mandated as Lead Advisor and Arranger to a PKR 1.8
billion Privately Placed Rated Term Finance Facility for a leading educational
institute for the acquisition of two power projects.

Faysal Bank Limited
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• FBL has been mandated as Financial Advisor for the Corporate Debt re-
profiling, aggregating to PKR 25.164 billion, of a textile company and 
a fertilizer company. This is in line with IBG’s initiative to venture into non 
risk based niche products.

• FBL has been mandated as joint arranger for a PKR 8 billion Syndicated
Term Finance Facility for a wind power project.

• FBL has been mandated as co-arranger for a PKR 1.4 billion Syndicated
 Term Finance Facility for a pulp manufacturing company.

CREDIT RATING

JCR-VIS Credit Rating Company Limited has re-affirmed the following entity
ratings as on June 30, 2009.  The evaluation of current year’s credit rating is
in process.

Long-Term  AA
Short-Term A1+

PACRA (Pakistan Credit Rating Agency Limited) has also assigned the same
entity rating to the Bank.

FINANCIAL HIGHLIGHTS

Profit before tax
Provision for taxation
Profit after tax
Unappropriated Profit brought forward

Appropriations
Transfer to reserve for issue of bouns

shares 2008 @ 15%
Un appropriate Profit carried forward
Earning per share - Rupees

Faysal Bank Limited
Directors’ Review

For the quarter ended

March 31,
2010

March 31,
2009

Rupees in millions

2,057

1,686
1,215

2,901

-

2,901
2.77

352

255
1,050

1,305

(795)

510
0.42

(97)(371)
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• Profit before tax was over PKR 2 billion mainly on account of realization
of capital gain of PKR 1.7 billion on settlement of NIT LOC Holders’ Fund.
Net markup income for the quarter was also higher by PKR 130 million or

 11.8% due to growth in advances and investment portfolio.
• Provision against non performing loans was lower by PKR 26.7 million over

the corresponding period last year.
• Adminisrative expenses were higher by PKR 312 million or 34.6% mainly

due to staff increments, premium on settlement of LOC Holders’ Fund of
2.5% and opening of 4 new branches.

• On the balance sheet side gross advances increased by PKR 3.3 billion
showing an annualized growth of 13.4% over December 2009. Total assets
at PKR 168.7 billion were lower by PKR 12.1 billion over December 2009
due to shedding of some expensive deposits which decreased by PKR 
12.8 billion to PKR 110.8 billion.

ACKNOWLEDGEMENT

I would like to take this opportunity to thank on behalf of the Board
and Management of the Bank, the customers for their patronage, the State
Bank of Pakistan and the Securities and Exchange Commission of Pakistan
for their continued support and guidance and the shareholders for the trust
they have reposed in the Bank, I would also like to express sincere
appreciation of theemployees of the Bank for their dedication and hard work.

             On behalf of the Board of Directors

    President & CEO
Karachi
Dated: April 28, 2010
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Unconsolidated Condensed Interim
Financial Statements

for the quarter ended March 31, 2010
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36,104,997

155,728,576
13,018,277

2,900,772
13,021,739

13,018,277
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4,320,525

1,219,553

1,112,765

1,702,678

2,157,994

3,270,759

2,057,027

2,057,027

1,685,593

2.77



11First quarter ended March 31, 2010

1,685,593

235,538

QUARTER
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2,057,027

867,828

1,119,231

(11,755,321)
(1,742,468)

(2,689,277)

(466,125)

8,799,017quarter

1,174,569
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Faysal Bank Limited
Unconsolidated Condensed Interim Statement of Changes in Equity (Unaudited)
For the quarter ended March 31, 2010

1,685,593

2,900,772

1,685,593

13,021,739
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1,685,593

609,091

Rs. 2.77
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(12,368)

(99)

(283,331)

494,317

777,64812,269 1,363,639

(920,734)

442,905

1,223,991

(475,521)

748,470

50,311,790

2,451,224
(950,977)

(31,218,378)

9.80

10.80

43,169,516

4,804,610
(2,757,071)

(92,722,076)

12.70

7.00

83,652,475

5,655,788
(4,678,880)

(31,788,122)

13.50

6.20
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Directors’ Review On Consolidated Financial Statements
For The Quarter Ended March 31, 2010

It gives me great pleasure to present, on behalf of the Board of Directors, the
consolidated financial statements for the quarter ended March 31, 2010. The
Group consists of the following entities:

Holding Company:
Faysal Bank Limited (FBL).

Subsidiary Company:
Faysal Management Services (Private) Limited (FMSL).

FMSL was formed to float and manage modarabas under the Modaraba
Companies and Modaraba (Floatation and Control) Ordinance, 1980.

CREDIT RATING

JCR-VIS Credit Rating Company Limited has re-affirmed the following entity
ratings as on June 30, 2009.  The evaluation of current year’s credit rating is
in process.

Long-Term  AA
Short-Term A1+

PACRA (Pakistan Credit Rating Agency Limited) has also assigned the same
entity rating to the Bank.

FINANCIAL HIGHLIGHTS

Profit before tax
Provision for taxation
Profit after tax
Profit after tax attributable to:

Non controlling interest
Equity holders

Unappropriated Profit brought forward

Appropriations
Transfer to reserve for issue of bouns

shares 2008 @ 15%
Un appropriate Profit carried forward
Earning per share - Rupees

2,942 1,341

1,252 1,079

2,063

1,690

361

262
(99)(373)

For the quarter ended

March 31,
2010

March 31,
2009

Rupees in millions

(1) (2)
1,689 260

-
2,942

2.77

(795)
546
0.43
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• The Group has made profit before tax was over PKR 2 billion mainly
on account of realization of capital gain of PKR 1.7 billion on settlement of
 NIT LOC Holders’ Fund. Net markup income for the quarter was also higher
by PKR 130 million or 11.8% due to growth in advances and investment
portfolio.

• Provision against non performing loans was lower by PKR 26.7 million over
the corresponding period last year.

• Administrative expenses were higher by PKR 312 million or 34.6% mainly
due to staff increments, premium on settlement of LOC Holders’ Fund of
2.5% and opening of 4 new branches.

• On the balance sheet side gross advances increased by PKR 3.3 billion
showing an annualized growth of 13.4% over December 2009. Total assets
at PKR 168.7 billion were lower by PKR 12.1 billion over December 2009
due to shedding of some expensive deposits which decreased by PKR
12.8 billion to PKR 110.7 billion.

ACKNOWLEDGEMENT

I would like to take this opportunity to thank on behalf of the Board and
Management of the Group, the customers for their patronage, the State Bank
of Pakistan and the Securities and Exchange Commission of Pakistan for their
continued support and guidance and the shareholders for the trust they have
reposed in the Group, I would also like to express sincere appreciation of the
employees of the Group for their dedication and hard work.

          On behalf of the Board of Directors

                  President & CEO
Karachi
Dated: April 28, 2010

Directors’ Review On Consolidated Financial Statements
For The Quarter Ended March 31, 2010


