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MD. ANWARUL HAQUE
CHAIRMAN

DEAR SHAREHOLDERS,

It is my privilege to welcome our shareholders to the 27th Annual General Meeting of Mercantile

Bank PLC. and to place before the audited Annual Report and financial statements for the year ended
31 December 2025. The year under review was, by any reasonable measure, one of the most testing
years our industry has navigated in recent memory — and within that context, our institution recorded
measurable progress across several important dimensions, even as substantive work remains in others.

The year 2025 unfolded against a global backdrop that remained demanding. Global growth held at
around 3.3%, with disinflation progressing unevenly across major economies and central banks moving
more cautiously on rate adjustments than markets had anticipated. Geopolitical tensions and the
continued recalibration of global trade flows shaped the operating environment for emerging-market
banks throughout the year.

At home, Bangladesh navigated a year of significant adjustment. GDP growth in FY2025 settled at 3.49%,
reflecting tighter monetary conditions and the cyclical absorption of the country’s reform programme.
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THE 2025 FINANCIAL YEAR REPRESENTS A STEP FORWARD

IN OUR JOURNEY OF DISCIPLINED, PRINCIPLE-LED BANKING.
IN THIS YEAR, WE HELD TO THE PRINCIPLES AND THE
PATIENCE THAT HAVE DEFINED THIS INSTITUTION THROUGH
EVERY CYCLE. THE WORK OF STRENGTHENING IT FURTHER
CONTINUES WITH THE SAME CARE AND DISCIPLINE THAT THE
MOMENT REQUIRES.

Inflation remained elevated, closing December at 8.49% point-to-
point. In response, Bangladesh Bank maintained a contractionary
stance. Exchange-rate stabilisation, the recovery of foreign-
exchange reserves to comfortable levels, and record remittance
inflows together restored an external footing materially stronger
than the country entered the year on. The orderly completion

of the political transition and the national election further
consolidated institutional continuity, laying the basis for renewed
reform momentum through 2026. For our Bank, this environment
shaped both the opportunities we pursued and the discipline with
which we pursued them.

THE YEAR IN OPERATING CONTEXT

The 2025 financial year saw Mercantile Bank PLC. deliver
measurable improvement across several key indicators against

a backdrop of exceptional industry stress. Net profit after tax
rose by 90.10% to BDT 119.99 crore. Our deposit base expanded
by 10.81% to BDT 37,978.75 crore, channelling approximately
BDT 3,706 crore of net stable funding into the institution within

a single year at a time when depositors across the country were
carefully reassessing where their savings belonged. Asset quality
showed improvement, with the non-performing loan ratio moving
from 17.25% to 15.19% — a position that still requires sustained
attention. Total assets expanded by 7.47% to BDT 47,788.75 crore,
operating profit before provisions and tax rose modestly to BDT
581.70 crore, and earnings per share recovered to BDT 1.08.

These outcomes reflect the operational discipline and considered
judgment applied through the year. The Bank's cost-to-income
ratio improved to 58.13% from 60.06% — a creditable outcome

in a year of double-digit inflation, earned through sustained

cost management and the careful redirection of resources. We
approach the position with measured confidence: the direction of
travel is constructive, while the work of further strengthening the
Bank remains substantial.

BUILDING FROM WITHIN

Several developments through the year strengthened the
institution’s underlying foundations. The growth in stable,
longer-duration deposits, with scheme deposits rising 51.66%

to BDT 8,446.76 crore, reflects the trust our customers continue
to place in this Bank, even as deposit competition across the
system intensified. The deliberate redeployment of liquidity into
government securities, which expanded our investment portfolio
by 43.40% to BDT 12,785.36 crore, generated BDT 934.84 crore of
investment income — an outcome that helped offset the cyclical
compression in net interest income during the year. The Common
Equity Tier-I ratio strengthened modestly to 8.68% from 8.13%
through retained earnings — building the highest-quality form of
capital from within, though the overall Capital to Risk-Weighted
Asset Ratio at 12.52% remains a position requiring continued
attention and rebuilding over the coming years.

Our subsidiaries — Mercantile Bank Securities Limited, MBL
Asset Management Limited, and Mercantile Exchange House (UK)
Limited — each recording developments collectively represent
considered progress.

DRIVING NATIONAL PROGRESS: ANCHORING TRADE,
REMITTANCE AND INCLUSIVE GROWTH

Mercantile Bank PLC. continued to serve as an active partner

in the broader economic life of Bangladesh through 2025. We
facilitated import business of BDT 25,005.71 crore and export
business of BDT 20,585.02 crore, connecting Bangladeshi
enterprise to global markets and supporting the country’s
gradual recovery in external trade activity. Through our domestic
network and our UK Exchange House, we channelled remittance
inflows that contributed to the foreign-exchange resilience
underpinning the country’s external stabilisation. We participated
in Bangladesh Bank's directed-lending priorities — extending
finance to women entrepreneurs, small and medium enterprises,
agro-processing industries, certified green buildings, and other
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priority segments aligned with national development objectives.
And we discharged our fiscal responsibilities to the State in full,
contributing to the national exchequer through corporate taxation,
withholding taxes, excise duty, and VAT collections — affirming our
role as a responsible corporate citizen.

In a year that tested confidence in the banking sector with rare
intensity, governance functioned as an essential source of institutional
strength. The Board remained closely engaged throughout the year,
exercising oversight with the seriousness the operating environment
demanded. Governance practices were aligned with the BSEC
Corporate Governance Code 2018, the directives of Bangladesh Bank,
and the wider expectations of the regulatory community. The Audit
Committee, the Risk Management Committee, and the Executive
Committee each discharged their mandates with the independence
and rigour that effective governance requires. Internal audit continued
to report directly to the Audit Committee, preserving the chain of
assurance on which institutional credibility rests.

The 2025 financial year represents a step forward in our journey

of disciplined, principle-led banking. In this year, we held to the
principles and the patience that have defined this institution through
every cycle. The work of strengthening it further continues with the
same care and discipline that the moment requires.

As we look toward 2026, the operating environment remains
demanding, and the path forward calls for sustained discipline rather
than premature confidence. The International Monetary Fund projects
Bangladesh'’s growth at approximately 4.7% in FY2026, with a gradual
return toward the medium-term potential of six per cent. Inflation is
expected to moderate progressively. The banking sector will advance
further into the Expected Credit Loss regime and the more forward-
looking discipline of Risk-Based Supervision — regulatory transitions
that will require continued capability investment, careful preparation,
and active engagement with Bangladesh Bank. For our institution, the
outlook is one of selective opportunity coupled with sustained focus on
the substantive work that remains.

The strategic priorities for the year ahead are clear and disciplined:
to drive continued improvement in asset quality through intensified
recovery, structured workout of stressed exposures, and disciplined
origination practices; to rebuild capital strength meaningfully above
the regulatory minimum through retained earnings, optimisation of
risk-weighted assets, and where appropriate the careful deployment
of capital instruments; to deepen our retail and SME franchises as
the enduring foundations of stable, long-term funding; to restore

net interest margin as policy rates moderate; to broaden our non-
interest income streams across trade finance, card business, treasury
operations, and digital channels; and to embed sustainability and
climate considerations as integral elements of every lending decision
we make. These priorities are not isolated initiatives but strands of

a single, coherent strategy — designed to strengthen the institution
further over the coming years, with patience, discipline, and steady
execution.

The 2025 financial year represents a step forward in our journey
of disciplined, principle-led banking. In this year, we held to the

principles and the patience that have defined this institution through
every cycle. The work of strengthening it further continues with the
same care and discipline that the moment requires.

The progress of 2025 was made possible by the stewardship,
support, and trust of many partners, and | close these reflections by
recognising them with gratitude.

To Bangladesh Bank, the Bangladesh Securities and Exchange
Commission, the Financial Reporting Council, the National Board of
Revenue, the Dhaka and Chittagong Stock Exchanges, and RISC&F —
we extend our sincere appreciation for the stewardship of the financial
sector and for the constructive, principled engagement that has
shaped this year's results. Their guidance, vigilance, and commitment
to the long-term health of the financial system remain foundational to
all that responsible banking aspires to be.

To my esteemed fellow Directors on the Board of Mercantile Bank PLC.
— my sincere gratitude for the engagement, judgement, and discipline
you have brought to every deliberation and every decision of this

past year. The progress of this institution owes much to the quality of

counsel that flows from this Board.

To our Managing Director and to every colleague across Mercantile
Bank PLC. and our subsidiaries — the operating results placed before
this Annual General Meeting reflect your sustained, often unseen
effort across a year of considerable complexity. To each of you, my
thanks for the dedication, care, and professionalism that animate this
Bank day after day.

And to our shareholders, our customers, and our partners — your
confidence remains the foundation on which we operate. We are
honoured to be the custodians of that trust, and we are committed to
continuing to earn it through patient, disciplined, and considered work
over the years ahead.

May Almighty Allah continue to bless our shared journey and guide us
toward greater heights.

—Z%__

Md. Anwarul Haque
Chairman, Board of Directors
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