Providing Solutions to Farmers



I‘I B L HABIB BANK
e D PAKISTAN’S AGRICULTURE LANDSCAPE

o Accounts for 4th largest 3
TRophect ot mik G e
country’s _exports producing dependent on Contribution
labor force directly and country in agriculture to GDP
indirectly the world

Pakistan Economic Survey 2019-20

Agriculture Growth Major Crops Production

2017 - 2018 - 2019 - — M T;gnes
2018 2019 2020
Crops 1.2% -5.0% 3.0% MAIZE 7
Livestock 3.7% 3.8% 2.6% RICE 7
Forestry 2.6% 7.9% 2.39%, SUGARCANE 67
Fishing 1.6% 0.8% 0.6% COTTON - M Bales 6 )




HABIB BANK

Market leadership with 31%
share of farmer financing
amongst Commercial Banks

Convenient account access
via Branchless agents and
Mobile Banking

LEADING THE MARKET

Country-wide outreach with 650+
Rural lending branches

Field teams equipped with hand-
held devices

Largest on-ground Field Force
(600+)

Ll

PAKISTAN BANKING AWARDS
THE INSTITUTE OF BANKERS PAKISTAN

Best Bank For Agriculture
2016, 2017, 2018
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Farm Production Poultry Financing Dairy & Livestock Financing Tractor Financing Fisheries Financing Farm Irrigation Solutions
(Running Finance for (Working Capital and (Working Capital and Asset (Conventional and Islamic) (Working Capital and (PUfCﬁase_HNd Ins.tallation
Crop Input) Asset Purchase) Purchase) Asset Purchase) of Irrigation equipment)
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HBL -

7 g * Progressive farmers engaged in various parts
) '9 , w w “ “ “E “ of the agriculture chain

AUDIENCE

SCOPE OF THIS PLATFORM

+  Organized structured programs of town * Imparting knowledge and understanding to
halls where farmers are informed o ' farmers about financial concepts, banking /
about agricultural finance products financial products and services

FINANCIAL LITERACY

* Value added discussions on agronomy
and better farm management

techniques
- * Since the onset of Covid these sessions are
* Enhanced financial literacy amongst QAT R being held virtually. HBLs field teams reach
the prospective farming community in o out to farmers in their villages for convenient
underserved agricultural regions L1 participation through HBLs handheld devices

SESSIONS :



HABIB BANK

o Non-Crop contributes 61% of Agricultural GDP

o Portfolio diversification with enhanced growth in the
Dairy segment

o Targeting dairy farmers with a herd size > 50 animals \ r;\- 8

o Working capital for feed, medicines, inoculation,

etc. b"-/b»/ / k
o Term loans for purchase of local, exotic and hybrid \

breeds

o Financing product for working capital needs as well as {
animal purchase L"’f UJ’ ) Y
- \*

’ .

o Robust controls through independent stock inspection
of the herd




I‘I B L HABIB BANK
e D INVESTMENT IN NAYMAT COLLATERAL

HBL has invested in Naymat Collateral Management Ltd for the development of an Electronic
Warehouse Receipt (EWR) ecosystem

o An EWR is a document issued to farmers, traders, processors, etc. against storage of
their agricultural commodities in accredited warehouses with specific quality control
parameters

o It gives financial institutions real time access to information on agri commodities, allows
the creation of an on-line lien, and thus enables lending to farmers and other agriculture
chain players with reduced transaction and operational risks

o This ecosystem should result in inclusive growth of the rural population with ease in
access to finance, reduced wastage, improved quality and market-based price discovery



I‘I B L HABIB BANK
Loy oo ELECTRONIC WAREHOUSE RECEIPT

HBL IS THE FIRST BANK TO SUCCESSFULLY FUND AN EWR

N = N
Farmer visits accredited Warehouse :
to storecrop produce P —

Operator performs quality testing and issues
EWR against predefined quality grades

/‘3\ Private Sale

Farmer directly sells the stored
m produce and adjusts any financing
taken against EWR

PME X
EWR Financing EWR Trading Selling %~ Sale to bulk buyer
Farmer pledges the EWR with Farmer can trade EWR s ~.5 Farmer sells to HBL’s
HBL for availing finance against on PMEX bulk buyer partner

stored commodity



HBL -

®* Only Bank in the industry using this technology — a repository of
more than 13,000 images

be downloaded from Google Play
Store - ”HBL Rural Bank|ng” C,()()g[e play

The in-house developed app can >
® 500+ devices provided to the field force with 3G/4G connectivity

® Actual crop / farm assessment through this App

® Centralized storage of farm coordinates along with time and date
stamp

Pictures of farmlands are

captured using geographic c
coordinates for geo-tagging

n t:GLRuro‘Ba'unq

@A > -.' -

Each farm image is auto date / '@‘

time stamped

e T—
4 |
s

Centralized view and data *
. . 1
repository of images. u




I‘I B HABIB BANK
T P HBL-PLRA PARTNERSHIP

® HBL is the first bank in the industry to have integrated its system with Punjab Land Record
Authority (PLRA)

* Implemented in 200+ branches across Punjab — the highest in the banking industry
® HBL is leading the market with 11,000+ extractions made from PLRA portal

®* Recognized by SBP — on their invitation, HBL conducted trainings for the banking industry

10



HBL === HBL’s Development Finance mandate

» As Pakistan’s pre-eminent financial institution HBL is conscious of its responsibility and role in
contributing to the country’s economic development

» HBL is the only bank with a Board-level Development Finance Committee, formed in 2018

» The Development Finance mandate is to reach out to economically significant but marginalized
and underserved sectors of the economy, through:

o Testing innovative approaches.
o Technology.
o Major focus on rural economy and augmenting the Agri value chain.

o Supporting the right partners in Agri value chain.

11



ABL == Why agriculture ?

Majority of farmers spend their lives in debt and poverty traps making barely enough to make ends meet.

» Low quality inputs.
Inefficient > Obsolete mechanization/techniques.
production > Absence of agronomical advisory
» Lack of investment
e » No direct access to consumers.
Unfair Markets » Exploitation by middlemen as selling agents.
» Absence of required linkages in the agri delivery chain.
E Exorbitant > Informal money lenders charge exorbitant! interest rates
Interest on credit and inputs.

Millions live in poverty and the overall agrarian economy suffers heavily.

1. Informal money lenders charge ~80% APR on average vs. banking spread of 17-18% on average 12



HBL

HABIB BANK

Product features

HBL is reaching out to economically significant yet marginalized and underserved
sectors of the economy, leading to a more financially inclusive country.

In-kind financing instead of
cash financing. The Bank
will pay the cost of inputs
directly to the supplier
through the farmer’s
finance account.

On-farm advisory will be
given by HBL agronomists.

The harvested crop is sold
to the pre-agreed bulk buyer
who pays HBL the
proceeds. This eliminates
the middlemen / Arthi from
the process.

/

J

Inputs will be provided
through an input supplying
company, at the farmer’s
doorstep.

Bank will arrange all
mechanization services
required by the farmer
including land preparation
and crop harvesting.

After settling the loan, HBL
transfers the excess
amount to the farmer’s
account, as profit.

13



HABIB BANK ] ] ] ]
13 . AV Interventions in the integrated value chain | Farm-to-fork model

HBL enters into agreements with high

quality crop input suppliers and modern

mechanization s_ervice providers, and HBL connects the farmers with bulk
c_onne_cts them W|tr_1 the farmers to whom processors of their crop and
financing is provided. Through these facilitates the sale of the crop for the
vendorsz thg farmer receives inputs and farmers, ensuring fair returns and
mechanization at their doorstep removing market inefficiencies.

- e
-r————0—0-

Crop sowing Crop growing Crop harvesting Crop selling SI\/IESIR

HBL provides agronomic advice Benefits for SMEs and large

throughout the crop cycle, through Corporates in the agriculture

trained HBL Agronomists. value chain, as they receive
better quality inputs / raw

HBL also connects the farmers with materials.

input and mechanization providers

to cover their farming needs during

the crop cycle.

14



HBL 2= Ecosystem development

HBL is developing an Agriculture services ecosystem by working with multiple partners across the value chain

. . []
- To give farmerg access to hlg_h » Fatima tlf,GALAXY RICE !Agl'lllltllw
Pt quality crop inputs at their i S b
suppliers farmgate
For Agricultural mechanization, @ 7/ ‘
Mechanization HBL has engaged organizations E = %‘4 engo
ser\_/cllce In p-llots to provide latest | .. sons (eve) o VESKAY & FEMTEE FARMONIX
Providers machines to farmers on a rental (PVT)LTD.
model.

HBL has engaged with bulk
buyers to insulate the farmer
from market inefficiencies at the

time of crop selling el t/j%%xv RICE anﬁiqm{

15

Feeds
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S

Bulk buyers




HABIB BANK

Capacity building

Drones for Aerial Spray of Pest|C|des / Fertlllzers etc

Mechamcal Transplantlng of
Rice

During the pilots on Maize
and Rice, HBL provided the
latest agricultural machinery
to its financed farmers on a
rental basis, through
mechanization services
providers. The rentals were
paid from the farmers’ in-kind
finance facility.

These machines are
expensive and are only used
2-3 times a year. Instead of
purchasing them, procuring
their services on rent is more
efficient and cost-effective.

Mechanization introduced
during DFG pilots included
tractors, farm implements,
rice transplanters anglg
harvesters.



dBL =02 Completed pilots - maize and rice

Yield per acre Total cost Farmer’s profit

2112%| ¥ 9.9% | 246.0%

Quantitative PKR 14,200/ acre
Impact

Rice

$ 2.3% | 133.0%

PKR 6,767 / acre

2 6.4%

» Farmers paid cash in 15 days — Normal cash payment happens in 42-50 days with 6-7 weekly tranches.

Sl » Service providers paid in 3 days.

Impact » HBL made the first clean lending under this model to help finance farmers who are currently unable to
provide security collateral, as they do not own land and farm on leased lands.

17



13 e s Completed pilots — overview of pilot on maize

HBL remains with the farmers throughout their crop cycle

Land preparation  Seed treatment and Leaf development Tasseling Grain filling/ maturity Harvest Selling
' sowing ' !

Source: Local Farmers + HBL Agronomy Team 18



HABIB BANK .
I‘I B L L Com pleted pI|OtS — Overview of pilot on rice basmati

HBL remains with the farmers throughout their crop cycle

Transplanting Growing Stage Tillering Stage Reproductive Phase Ripening Stage Harvest Selling

19

Source: Local Farmers + HBL Agronomy Team



Digital inclusion

Digital Onboarding Journey

. Document Procurement . Filling of Application . Biometric Verification . Application Submission

Konnect Account
Opening

= Digitally onboarding farmers in
Gujranwala for the ongoing rice pilot
by opening their basic Konnect
accounts

= On-boarded farmers cover 133 acres

=  Future upgrades will enable :
= Full digitization of crop plan
= |nstant loan approvals against
approved risk  acceptance
criteria

20
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' Digital inclusion

Pre-Simplification Post-Simplification HBLPay
Handoffs
* Account Opening and filling of application form has been converted to a
digital process via the HBLPay App.
* Application moves virtually from desk to desk and with fewer handoffs.
-7 -7
26 19 12

Farmer Visits

02

Turnaround Time

©©,

18 days 10 days

07 days

HBL's agronomy team and Konnect agents visit the farmers with digital
devices in order to:

- Open Accounts

- Create Crop Plans

- Apply for in-kind loans

Via the HBLPay application.

The entire application is processed digitally where the next user receives a
notification when any application falls in their bucket.

An escalation matrix enables quicker decision making.

All reports are also pre-populated by the system, lowering errors and
discrepancies.

There is no involvement of mailing documents which further reduces TAT.

Room for further improvement through MISYS API integration which will lead to an improved TAT and reduced handoffs.

1

VN




|‘| B |. !4'15‘.1?-'??.-'\:'5 Future Plans

* Pilots initiated by HBL have been successful in creating a double-bottom line impact, by
generating income for the Bank (with 100% recovery), and at the same time improving the
economic well-being of farmers through increased yields and disintermediation of middiemen.

« HBL is currently running new pilots in Okara and Gujranwala. The present model finances local
farmers through production loans for field crops. Going forward, we will be rolling out solutions
for Livestock, Dairy and Fisheries.

 This journey will segue HBL into the informal economy of Pakistan and will help HBL reach a
large and currently unbanked population, which is not reachable through a brick-and-mortar
model. This will be driven by creating a digital ecosystem.

« HBL will also have the opportunity to meet the personal financial needs of the significant, but
currently excluded, rural population of Pakistan.

22



HBL ‘=05 Disclaimer

The information contained herein has been prepared by HBL for informational purposes. HBL relies on information obtained from
sources believed to be reliable but it makes no warranty, express or implied, nor assumes any legal liability or responsibility for
the accuracy, correctness, completeness of the information that is available in this presentation.

This presentation, prepared for information purposes only, is not and does not form part of any offer for sale or solicitation of any
offer to subscribe for or purchase or sell any securities nor shall it or any part of it form the basis of or be relied on in connection
with any contract or commitment whatsoever.

Some of the information in this presentation may contain projections or other forward-looking statements regarding future events
or the future financial performance of HBL. These forward-looking statements include all matters that are not historical facts. The
inclusion of such forward-looking information shall not be regarded as a representation by HBL or any other person that the
objectives or plans of HBL will be achieved. Further the information contained herein is subject to change, completion or
amendment without notice and HBL undertakes no obligation to publicly update or publicly revise any forward-looking statement,
whether as a result of new information, future events or otherwise.



