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Attractive Valuations & LNG Expansion To Spark Re-Rating Of Qatari Stocks

We note the QSE has underperformed regional and global peers in the post-COVID era and, more specifically YTD, even as QSE earnings are set to
grow this year according to our expectations. The latest QSE 102024 results show an aggregate earnings growth of 5.8%/30.7% YoY/QoQ, a
trend we expect to persist throughout 2024. We remain constructive on local equities as we see two major themes supporting a positive outlook
for the QSE.

Theme 1: First, in the immediate horizon, there is a strong case for statistical arbitrage playing out, as the QSE is showing great value attributes
due to short-term mispricing of the local market relative to peers and historically. Under the two regimes (post-GFC and post-COVID) we studied,
we note the QSE Index has been highly correlated with the composite regional market (S&P GCC Composite LargeMid Cap Index) in both instances
and we have confidence that this relationship should continue to hold. We therefore hypothesize that the divergence in the relative prices should
revert to their historical means in the foreseeable future. Historically, the QSE mispricing has remained below the 1std divergence mean only 24%
of the time — currently it is ~1.5std below the divergence mean. Moreover, if we stress test assuming a “worst-case” 20% decline in earnings in
the next 12 months, valuations remain compelling as they remain below the historical averages for many companies. On average, the market
looks attractive with the stress-tested QSE Index TTM PE ratio at 13.3x, printing lower than the post-COVID average of 14.6x.

Theme 2: Second, in the longer term, there is an undeniable fundamental/LNG story that is set to “lift all boats” directly and/or indirectly. The
North Field LNG expansion should see the local economy growing relatively fast in the medium term, which should filter to local companies’
bottom-lines directly and/or indirectly. We note that the QSE Index had a cumulative growth of 303.1% during the period 1997-2011, when the
State of Qatar grew its LNG capacity from 4 MTPA to 77 MTPA, compared to a growth of 266.1% for the Saudi Tadawul Exchange Index, 177.5%
for the MSCI Emerging Markets Index and 56.5% for the MSCI World Index. However, once this capacity of 77 MTPA was attained, the QSE Index
recorded a lower cumulative growth of 36.0% during the period 2012-2023. We would be the first to admit that this is a simplistic way of looking
at market performance. While there is no doubt that major events -- such as the opening up of the equity market to foreign investors, interest
rates/inflation, the global financial crisis, COVID-19, the FIFA World Cup, the increase in FOLs, etc. -- did affect the QSE Index, we do note that
there is precedence for the equity market to improve once Qatar’s LNG capacity starts to expand.
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e  YTD until May, the global equity complex (ACWI) ended on a strong note, rising 8.1% (vs +7.8% in 1Q2024), benefitting from
currency dynamics/corporate reforms in Japan, the continuation of the Al/tech trade and expectations of synchronized global
interest rate cuts. Meanwhile, the QSE fell by 14.0% YTD until May (vs 1Q2024: -9.1%), while the regional index was also down
by 6.5% (1Q2024: -1.0%), with the Tadawul (-3.9%), Dubai (-2.0%) and Abu Dhabi (-7.5%) all lower.

e  Overall, there has been a shift in investment flows for the first five months (January-May) of 2024, with Qatari institutional
investors turning net buyers of Qatari equities with a net long position of $162mn for Jan-May 2024, compared to a net short
position of $361mn during the similar period of Jan-May 2023. Qatari institutional activity has been buoyed by increased
participation by local market making/liquidity provisioning programs. On the other hand, non-Qatari institutions were net short
by $162mn during Jan-May 2024, compared to a net long position of $337mn during Jan-May 2023. Overall, net investment inflows
have slowed down during the first five months of 2024 to $199mn, from $374mn during Jan-May 2023. While we expect the
market to remain volatile from the ongoing regional geopolitical conflicts, we continue to remain positive longer-term on the

Qatari market.
QSE Investment Flows
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Thesis 1: Mean Reversion Possible With The QSE ~1.5 SD Below Divergence Mean (Vs. S&P GCC)

o Weare of the view that statistical arbitrage could drive QSE’s near-term returns — a contrarian investment strategy that exploits temporary
deviations in prices with a focus on mean reversion. Under the two regimes (post-GFC and post-COVID) we studied, we note the QSE
Index has been highly correlated with the composite regional market (S&P GCC Composite LargeMid Cap Index) in both instances —we
have confidence that this relationship should continue to hold. We therefore hypothesize that the divergence in the relative prices
should revert to their historical means in the foreseeable future. For Qatari stocks, this means equities are likely to go up to realign
with their historical relative price ratios with peers.

Correlation Matrix: QSE Vs. Regional/Global Indices & Prices

Post-GFC/Low Inflation Regime Post-COVID/High Inflation Regime
Nat. Gas _ Brent QSEIndex  Tadawul _ S&P GCC _ Dubai Abu Dhabi  MSCI World Nat. Gas __ Brent QSEIndex  Tadawul  S&P GCC _ Dubai Abu Dhabi  MSCI World
Brent 0.35 Brent 0.59
QSEIndex | (0.24) (0.05) QSE Index 0.80 0.75
Tadawul (0.11) 0.16 Tadawul 049 - 0.68
S&P GCC (0.06) 0.18 S&P GCC 0.61 082 [ 097
Dubai (0.18) 0.70 0.69 Dubai 0.14 0.74 029 0.82 0.73
Abu Dhabi 077 0.70 072 __ Abu Dhabi 043 | 086 057/ 08 088 088
MSCI World 0.62 062 064 0.65 MSCI World 0.10 056 0.29 079 0.67 0.71 059
MSCIEM (0.01) 047 024 045 0.49 0.09 0.20 046  MSCIEM 003 (010) 012 (0.00) 002 (031) (034 036

Source: Bloomberg, QNBFS Research

e  We believe the reversion to mean thesis is well founded, supported by attractive valuations across the local market relative to the

region and historically.
Forward PE: QSE Vs. Various Indices Forward PE: QSE Vs. S&P GCC
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e  Historically, the QSE mispricing has remained below the 1std divergence mean only 24% of the time — currently it is ~1.5std below the
divergence mean. An analysis of the individual components of the QSE Index sheds more light on deep value attributes exhibited at a
stock level. Even after assuming a “worst-case” 20% decline in earnings in the next 12 months, valuations remain compelling as they
remain below the historical averages for many companies. On average, the market looks attractive with the stress-tested QSE Index
PE ratio at 13.3x, printing lower than the post-COVID average of 14.6x.
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Stress Testing: T12M Reported PE Analysis Of The QSE Index Constituents
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Source: Bloomberg, QNBFS Research; Note: Post-COVID averages for ORDS, QNNS and GISS are negatively affected by one-offs, such as impairments

e  Moreover, in the short term, business activity is picking up as the latest non-energy sector PMI shows the strongest improvement in
business conditions since September. That should support businesses with significant local exposure. The PMI printed at 53.6 in May,
up from 52 in April, as output and new orders increased at the fastest rates since the third quarter of 2023. Meanwhile, tourism activity
remains robust as government efforts to boost arrivals are paying off.
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Thesis 2: Significant LNG Expansion Could Boost Qatari Equities Just Like It Did During The Last Cycle

Looking at the initial LNG development/growth phase from 1997-2011 wherein LNG output grew from 4 Million Tons Per Annum

(MTPA)in 1997 to 77 MTPA in 2011, we see a significant growth in the QSE Index. The Qatar Exchange Index had a cumulative growth
of 303.1% during the period 1997-2011, compared to a growth of 266.1% for the Saudi Tadawul Exchange Index, 177.5% for the MSCI
Emerging Markets Index and 56.5% for the MSCI World Index. Although we do note that other major events such as the opening up of
the equity market to foreign investors, high interest rates, high inflation, the global financial crisis and the FIFA World Cup bid win,
among others, did occur during the period, our calculations take a somewhat simplistic approach during the review period from 1997-

2011.

Qatar LNG Growth Phase 1997-2011
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QE Index Growth Comparison During Qatar LNG Growth Phase
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e  During the LNG steady phase from 2012 to 2023 wherein LNG output stood at 77 MTPA, we do not see the high growth rates in the
QSE Index as witnessed in the LNG growth phase. The Qatar Exchange Index had a cumulative growth of 36.0% during the period
2012-2023, compared to a growth of 66.6% for the Saudi Tadawul Exchange Index, 11.1% for the MSCI Emerging Markets Index and
101.0% for the MSCI World Index. Although we do note that other major events such as Qatar’s MSCI upgrade to Emerging Markets
status, increase in FOL limits, the FIFA World Cup and high global interest rates, among others, did occur during the period, our
calculations take a somewhat simplistic approach during the review period from 2012-2023.

Qatar LNG Steady Phase 2012-2023
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I Qatar LNG Production (Million Tons )
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Source: QSE, QNBFS Research

QE Index Growth Comparison During Qatar LNG Steady Phase
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o  Just over half of Qatar’s expected annual LNG capacity increase has already been signed-off in long-term supply contracts with an
average contract length of 22.9 years. The demand for Qatar’s gas is expected to remain strong for the foreseeable future on the back
of geopolitical developments, specifically in Europe, with demand for LNG expected to peak between mid-2030s and mid-2040s.

New LNG Supply Agreements between Qatar and Various Partners

Partner MTPA Term
CPC Corporation (Taiwan) 4.0 27 years
China Petroleum Corporation (Sinopec) 3.0 27 years
Eni - Italy 1.0 27 years
Shell - Netherlands 3.5 27 years
TotalEnergies - France 3.5 27 years
China National Petroleum Corporation (CNPC) 4.0 27 years
Bangladesh Oil, Gas and Mineral Corporation

(Petrobangla) 1.8 15 years
Conocophillips - Germany 2.0 15 years
China Petroleum Corporation (Sinopec) 4.0 27 years
China Petroleum Corporation (Sinopec) 2.0 10 years

Total/Average 28.8 22.9years
Source: QatarEnergy, QNBFS Research
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CBQK’s Stage 2 & 3 Loans Are High With Low Coverage =~ DUBK’s Stage 2 Loans Are Acceptable; NPLs Are Legacy

102024 Stage 1 Stage 2 Stage 3 Total 1Q2024 Stage 1 Stage 2 Stage 3 Total
Gross Loans 69,919,968 19,291,784 5,733,048 94,944,800 Gross Loans 68,265,173 11,946,173 4,311,666 84,523,012
ECLs 223,971 1,811,079 4,101,568 6,136,618 ECLs 97,281 487,829 3,080,706 3,665,816
Stages % of Loans 74% 20% 6.04% Staging of Loans (%) 80.8% 14.1% 5.10%

Stages % of ECLS 1% 30% 67% Staging of ECLs (%) 2.7% 13.3% 84.0%

Coverage Ratio 0% 9% 2% Coverage Ratio 0.1% 4.1% 71.5%

Source: Company data Source: Company data

QIBK Boasts Robust Asset Quality QIIK’s Asset Quality Is Also Relatively Healthy

1Q2024 Stage 1 Stage 2 Stage 3 Total 1Q2024 Stage 1 Stage 2 Stage 3 Total
Gross Loans 105,688,400 24,185,757 2,164,825 132,038,982 Gross Loans 34,109,064 3,876,625 1,256,330 39,242,019
ECLs 4,088,563 1,310,578 1,984,652 7,383,793 ECLs 188,687 401,500 1,086,570 1,676,757
Stages % of Loans 80.04% 18.32% 1.64% Stages % Loans 86.9% 9.9% 3.20%

Stages % ECLS 55.4% 17.7% 26.9% Stages % ECLs 11.3% 23.9% 64.8%

Coveraie Ratio 4% 5% 92% Coverage Ratio 0.6% 10.4% 86.5%

Source: Company data Source: Company data

e In terms of our top-picks among the non-banks, we like QGTS (Rating: Outperform; TP: QR5.600), QNNS (Rating: Outperform; TP:
QR13.40) and Meeza (Rating: Accumulate; TP: QR4.025)

> Nakilat stands out as a true growth story, leveraged to the massive anticipated growth expected from Qatar’s North Field
Expansion project, with its: (1) current operations valued at QR4.100 a share; (2) upcoming fleet expansion of 27
conventional LNG vessels/4 VLGCs adding a QR1/share; and (3) recent contract win of 9 QC-Max LNG carriers adding
another QR0.50/share. We envision a roughly 60% annual boost to our earnings estimates after all announced expansion is
factored in by 2030. We note that our earnings estimates do not currently factor in Nakilat’s recent North Field expansion
program-related contract wins, involving nine 9 QC-Max LNG (271,000 m3) carriers and 25 conventional LNG (174,000 m3)
ships. Our estimates also do not account for the addition of two conventional LNG (174,000 m3)/four Very Large
LPG/Ammonia Gas (88,000 m3) carriers (for delivery between 2026 and 2027) that are targeted at international customers.
As vessels are added, we believe the expansion program will start contributing to earnings by 2026 and all new vessels
should be working by 2030. We stay bullish on Nakilat, which is the best avenue for equity investors to participate in the
LT growth expected in Qatar’'s LNG sector. Irrespective of the volatility of the LNG shipping market, Nakilat’s business
should remain relatively unaffected given the LT nature of its charters. Moreover, the 40-year life of Nakilat’s existing
vessels vs. maximum debt life of 25 years, could allow for further value-enhancement.

»  Weremain bullish on Milaha, which retains upside given its 36.3% ownership in QGTS and its exposure to Qatar’s growing
offshore services market. The stock, since we first started coverage in 2011, has usually traded at a significant discount to
its sum-of the-parts, sometimes worth only the value of its investment stake in Nakilat and its equity/bond portfolio. This
remains the case currently, with Milaha’s “non-core” assets (Nakilat + Investment book), along with its net cash position,
making up more than 100% of QNNS’s market cap. This implies that investors continue to get Milaha’s “core” or operating
businesses for free. Milaha’s shares offer value and the company is enjoying a multi-year resurgence in its offshore segment
(MO) that is leveraged to Qatar’s massive North Field Expansion project. Moreover, while its maritime & logistics (MM&L)
division is suffering from a drop in container shipping revenue (primarily because of a severe ratcheting down in container
shipping rates along with a decline in volumes) and a moribund logistics unit, YoY comparisons could get easier. A lack of
large impairments in the future should also help earnings trajectory and highlight Milaha’s growth story to investors. QNNS
also has the ability to boost dividends given its strong balance sheet (1Q2024 net cash of QR305.8mn) and solid FCF profile
(despite increased offshore capex needs).

» Meeza is one of our favorite stocks, tethered to the secular global tailwinds of the digital/cloud/AI economy. This is
reinforced by the latest global DC market trends — where demand continues to outstrip supply in primary and secondary
markets as several hyperscalers announce audacious plans to erect/expand their DC capacities to meet Al needs — as well
as positive policy signals by the government (Digital Agenda 2030). With the ever-growing ubiquitous need to create, store,
and manipulate data, there a strong case that demand for datacenters will continue outpacing supply, aided by the
outmigration trend of leasing rather than owning DCs. This challenge has been further compounded by constrained power
grids — a limitation Qatar is well-positioned to circumvent. That has put emerging markets, such as Qatar, in the spotlight
as a new frontier for computing and data storage. While Meeza already boasts about half of Qatar’s DC inventory, it is on
track to expand its DCs further by ~80% over the next ~2 % years, increasing it ~26MW IT load capacity by end-2026. Our
base model expects 50MW IT load capacity in the terminal year of our model for Meeza’s DC unit, as guided by management,
which acknowledges that this is still on the conservative side. Consequently, we estimate Meeza’s DC business contribution
to continue to grow and account for about three-quarters of group value in the terminal period up from ~58% in 2022. We
have a TP of QR4.025 on the stock and an Accumulate rating.
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o Risks: Estimates can be impacted by one-off events, greater or lower provisions for banks and investment income/capital gains. Oil
and gas price volatility remain a substantial risk to regional equity prices and have a direct detrimental impact on stocks under
coverage. Regional instability could also lead to significant volatility.
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COMPANY UPDATES: BANKS
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Ahli Bank (ABQK)
Recommendation Market Perform Risk Rating R-4
Share Price QR3.702 Target Price QR3.573 Key Data
Implied Upside (3.5%) Current Market Price (QR) 3.702
1Q2024 Earnings In-Line; Bottom-line Driven by NIM Expansion Biidend Yie%d &) 59
ABQK reports in-line 102024 earnings. Ahli Bank's (ABQK) net profit increased by Bloomberg Ticker ABQK QD
6.6% YoY (declined by 1.4% QoQ) to QR218.1mn, in-line with our estimate of ADR/GDR Ticker N/A
QR211.9mn (variation of -2.9%). Net-net, the bottom-line was driven by margin Reuters Ticker AABQ.QA
expansion as non-funded income was weak and CoR was high. ISIN QA0001200748
Highlights Sector Banks & Fin. Svc
«  The YoY increase in earnings Yvas due.to net i.nterest income; howerer, fees 52wk High/52wk Low (QR) 4.176/3.333
and f/x income was weak. Net interest income increased by 35.9%, while non- :
X X R 3-m Average Volume (‘000) 58.5
funded income dropped by 17.8% (fees: -13.7%; f/x: -15.5%), resulting in MKE. Cap. ($ bn/ORb o
revenue to increase by 30.0% YoY. Sequentially, revenue increased by only - Cap. ($bn Q n) ==
1.9% as net interest income increased by 6.8%, while non-funded income Shares Outstanding (mn) 2,551.15
declined by 36.9%. FO Limit* (%) 49.0
- Margins expanded YoY and sequentially. NIM increased by 30/10bps Current FO* (%) 0.0
YoY/QoQ to 3.03%. 1-Year Total Return (%) (1.4)
+ 1Q2024 annualized RoE improved. RoE increased from 11.9% in 1Q2023 to Fiscal Year End December 31

o/ :
12.2%in 10‘?024' . . . Source: Bloomberg (as of June 05, 2024), *Qatar Exchange
. ABQK remains cost-efficient. The bank’s C/I ratio decreased from 24.3% in (as of June 05, 2024); Note: FO is foreign ownership

1Q2023 to 20.6% in 1Q2024 (19.7% in 4Q2023). The YoY decrease in the C/I
ratio was a result of double-digit growth in revenue.

«  Asset quality remained healthy and manageable; majority of provisions were
booked to Stage 2 loans. NPLs receded by 1.1% QoQ, but the NPL ratio came in
flat at 2.47% in 1Q2024. Coverage of Stage 3 loans is a healthy 83%. Moreover,
ABQK increased its buffers for Stage 2 loans by 13.4% sequentially and Stage
2 ECLs contribute 52% to total provisions; coverage of Stage 2 loans is a
significant 16%.

+  1Q2024 annualized CoR doubled. ABQK’s credit provisions in 1Q2024 surged
by 102.1% YoY (+35.9% sequentially) to QR138.9mn. Moreover, 1Q2024 CoR
doubled from 71bps in 1Q2023 to 152bps.

«  Net loans declined, while deposits improved. Net loans sequentially declined
by 1.0% to QR34.4bn. On the other hand, deposits increased by 3.3% to
QR30.6bn.

«  Capitalization remains strong and well above the QCB limits. ABQK ended
1Q2024 with CET1 & Tier-1 ratios of 18.2%/21.2%, respectively.

Catalysts

« 1) Improvement in the stock's trading liquidity.

Recommendation, Valuation and Risks

+  Recommendation and valuation: we maintain our target price of QR3.573/sh.
and our Market Perform rating. ABQK trades at FY2024e P/B and P/E of 1.3x
and 11.2x, respectively.

«  Risks: 1) Oil price volatility and 2) stale stock price due to lack of liquidity.

Key Financial Data and Estimates

(In QR mn) 2023  2024e 2025e PP Shahan Keushgerian

EPS Attributable (QR) 0.303 0.329 0.357 0388  +974 4476 6509

Growth (%) 8.9 88 8.5 8.7 shahan.keushgerian@qnbfs.com.qa
P/E (x) 12.2 11.2 10.4 9.5

BVPS (QR) 2.8 2.9 3.0 3.1

P/B (x) 13 13 12 12  Saugata Sarkar, CFA, CATA

RoE (%) 11.2 11.7 12.4 13.0 +974 4476 6534

DPS (QR) 0.250 0.250 0.275 0300  saugata.sarkar@qnbfs.com.qa
Dividend Yield (%) 6.8 6.8 7.4 8.1

Source: Company data, QNB FS estimates; Note: All data based on current number of shares

qnbfs.com


https://www.qnb.com/sites/qnb/qnbfs/page/en/en-home.html

Detailed Financial Statements

(In QR mn) 2022 2023 2024e 2025e 2026e
Net Interest Income 1,277 1,401 1,500 1,600 1,705
Fees & Commissions 167 147 157 149 162
FX Income 60 34 45 54 60
Other Income 5) 7 30 36 38
Non-Interest Income 222 188 231 239 260
Total Revenue 1,498 1,589 1,731 1,839 1,965
Operating Expenses (336) (362) (388) (413) (445)
Net Operating Income 1,162 1,227 1,343 1,425 1,521
Net Provisions & Impairments (390) (391) (437) (446) (460)
Net Profit (Reported) 772 837 906 979 1,060
Interest Expense on AT1 Perp. Security (44) (44) (44) (44) (44)
Social & Sports Contribution Fund 19) (21) (23) (24) 27)
Net Profit (Attributable) 709 772 840 911 990
EPS (Attributable) 0.278 0.303 0.329 0.357 0.388

Source: Company data, QNB FS Research

(In QR mn) 2022 2023 2024e 2025e 2026¢e
Cash & Balances with Central Bank 1,807 1,855 1,966 2,279 2,438
Interbank Loans 3,768 14,760 4,017 3,837 4,484
Net Investments 8,339 8,382 9,010 9,905 10,009
Net Loans 34,032 34,754 36,520 38,369 40,764
Other Assets 398 490 473 491 515
Net PP&E 230 223 215 207 211
Total Assets 48,575 60,464 52,200 55,088 58,422
Liabilities

Interbank Deposits 3,988 15,001 5,059 5,245 6,323
Customer Deposits 28,954 29,645 30,712 32,555 34,834
Term Loans 6,941 6,951 7,368 7,884 7,490
Other Liabilities 718 622 614 684 766
AT1 Perpetual Securities 1,092 1,092 1,092 1,092 1,092
Total Liabilities 41,693 53,311 44,845 47,459 50,505
Total Shareholders' Equity 6,883 7,153 7,355 7,628 7,917
Total Liabilities & Shareholders' Eiuiti 48,575 60,464 52,200 55,088 58,422
RWASs 38,337 37,961 39,555 42,206 45,244
BVPS 2.70 2.80 2.88 2.99 3.10

Source: Company data, QNB FS Research
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Ratios

Profitability (%)

RoE

RoRWA

RoA

NIM (% of IEAs)

NIM (% of RWAs)

NIM (Risk-Adjusted)
Yield on IEAs

CoFs

Spread

NPM

JAWs

Efficiency (%)
Cost-to-Income (Headline)
Cost-to-Income (Core)
Liquidity (%)

LDR (Headline)

LDR (Stable Sources of Funds)
Loans to Assets

Liquid Assets Ratio

Cash & Interbank Loans-to-Total Assets
Wholesale Funding to Loans
Asset Quality (%)

NPL Ratio

Coverage Ratio

Cost of Risk
Capitalization (%)
CET1 Ratio

AT1 Ratio

Tier-1 Ratio

CAR

Growth (%)

Net Interest Income
Non-Interest Income

Revenue
OPEX

Net Operating Income
Net Income (Attributable)
Loans

Deposits

Assets

Net Investments

RWASs

Source: Company data, QNB FS Research

2022

10.8
1.9
1.5
2.8
3.4
1.7
4.5
2.1
2.4

31.1

11.5

22.4
22.3

118
95
70
20
11
32

2.55
199
110

16.0
2.8

18.8
20.0

18.3
-17.4
11.2
-0.3
15.0
5.2
1.4
3.7
1.0
-3.2
2.1

2023

11.2
2.0
1.4
2.7
3.7
1.7
6.2
4.9
1.3

22.7
-1.5

22.8
22.8

117
95
57
34
27
63

2.48
234
100

16.7
2.9

19.6
20.8

9.7
-15.1
6.1
7.6
5.6
8.9
2.1
2.4
24.5
0.5
-1.0

2024e

11.7
2.2
1.5
2.8
3.9
1.8
5.9
4.5
1.4

24.9
1.7

22.4
22.8

119
96
70
20
11
34

2.45
266
105

16.5
2.8

19.3
20.5

7.0
22.9

8.9
7.2

9.4
8.8
5.1
3.6
-13.7
7.5
4.2

2025e

12.4
2.2
1.7
3.2
3.9
2.1
5.4
3.1
2.4

30.5
-0.4

22.5
22.9

118
95
70
20
11
34

2.48
282
102

16.1
2.6

18.7
19.9

6.7
3.2
6.2
6.6
6.1
8.5
5.1
6.0
5.5
9.9
6.7

2026e

13.0
2.3
1.7
3.2
B9
2.2
5.6
3.2
2.4

30.6
-0.7

22.6
23.0

117
96
70
20
12
34

2.45
313
99

15.7
2.4

18.1
19.3

6.6
9.1
6.9
7.6
6.7
8.7
6.2
7.0
6.1
11
7.2
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ROE & RoRWAs Modeled to Increase in a Healthy Manner While Margins to Gradually Improve

8.0%
16.0% o 1a5% 154% 14490 1400 [ 50% 6.70% .
14.0% | 135% oz 24%  2.4% 7.0% :
: - 2.5% 5.74%
()
12.0% 6.0%  5.30% 4.97%
L 0,
10.0% 20%  50%
8.0% - 1.5% 4.0%
6.0%  1.0% 3.0%
4.0% 2.0%
- 0.5%
2.0% 1.0%
0.0% 0.0% 0.0%
2022 2023 2024e 2025e 2026e 2022 2023 2024e 20256 20266
= RoE (LHS) e=e==RoRWAs (RHS) aomeNIM ~ emgmeYicldon[EAs  emgmmCoFs
Source: Company data, QNB FS Research
C/I Ratio to Remain Superior CoR is Expected to Improve in the Medium-to-Long Term
30% 102 101 24%
23%
24.9% 0 25%
. (]
23.2% 22.8% 23.6% 100 23%
20.6% 98 22%
0,
20% 22%
96 21%
21%
10% o4 20%
92 20%
19%
90 19%
0,
0% 2022 2023 2024e 2025e 2026
2022 2023 2024e 2025e 2026e == CoR (LHS) emmg@ems Net Credit Provisions-to-Pre-Provision Earnings (RHS)
Source: Company data, QNB FS Research
NPLs are Legacy and Mainly RE Loans Coverage of Stage 3 Loans is Expected to Reach 100%
7% - - 200%
0,
5.80% 6.08% - 180%
6% -
555%, 9:30% | 160%
4.88% o
5% - L155%| 1409
123% o ° 1Q2024 Stage 1 Stage 2 Stage 3 Total
L 120% Gross Loans 69,919,968 19,291,784 5,733,048 94,944,800
4% - ECLs 223,971 1,811,079 4,101,568 6,136,618
0 ?()7 % - 100% Stages % of Loans 74% 20% 6.04%
3% - 80% Stages % of ECLS 4% 30% 67%
I 0 Coverage Ratio 0% 9% 72%
20 - L 60% Collateral 53,609,000 17,754,000 2,661,000 74,024,000
a0
1% -
- 20%
0% - 0%

2022 2023 2024e 2025e 2026e
@ NPL Ratio (LHS) e Coverage Ratio (RHS)

Source: Company data, QNB FS Research
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Detailed Financial Statements

Income Statement (In QR mn) 2022 2023 2024e 2025e 2026e
Net Interest Income 3,963 3,867 3,957 4,151 4,448
Fees & Commissions 1,152 805 854 973 866
FX Income 415 528 394 429 453
Other Income (14) 583 681 642 683
Non-Interest Income 1,553 1,916 1,929 2,045 2,002
Total Revenue 5,516 5,784 5,886 6,196 6,450
Operating Expenses (1,138) (1,441) (1,363) (1,413) (1,521)
Net Operating Income 4,378 4,343 4,523 4,783 4,929
Net Provisions & Impairments (1,263) 917) 917) (1,026) (1,032)
Net Profit Before Taxes 3,115 3,425 3,606 3,758 3,897
Tax (114) (80) (83) (94) 97)
Net Profit Before Minority Interest 3,000 3,345 3,523 3,664 3,800
Minority Interest 0 0 0 0 0
Non-Recurring Income/(Loss) (189) (335) (315) (200) (70)
Net Profit (Headline/Reported)

Interest on Tier-1 Note (284) (284) (284) (284) (284)
Social & Sports Contribution Fund (70) (75) (80) (87) (93)
Net Profit (Attributable) 2,457 2,651 2,844 3,093 3,353
Attributable EPS 0.607 0.655 0.703 0.764 0.828

Source: Company data, QNB FS Research

Balance Sheet (In QR mn) 2022 2023 2024e 2025e 2026e
Cash & Balances with Central Bank 8,030 8,631 8,925 9,282 9,597
Interbank Loans 20,844 20,525 20,731 22,804 21,207
Net Investments 29,835 30,762 29,501 31,159 33,599
Net Loans 98,016 91,490 92,908 95,388 100,716
Investment In Associates 3,102 3,373 3,538 3,716 3,906
Other Assets 2,395 2,547 3,716 2,862 2,800
Net PP&E 3,050 3,063 3,109 3,207 3,309
OREO 3,564 3,921 3,921 3,921 3,921
Goodwill & Intangible Assets 66 62 57 3 3
Total Assets 168,902 164,376 166,405 172,340 179,058

Liabilities

Interbank Deposits 24,054 18,805 15,272 17,117 19,509
Customer Deposits 83,167 76,541 81,134 84,379 89,695
Term Loans 27,786 34,166 34,508 31,057 28,883
Tier-1 Perpetual Notes 5,820 5,820 5,820 5,820 5,820
Other Liabilities 9,724 10,458 8,113 10,125 8,969
Total Liabilities 150,551 145,790 144,848 148,499 152,876

Total Shareholders' Equity 18,351 18,586 21,557 23,841 26,182

Total Liabilities & Shareholders' Eiuiti 168,902 164,376 166,405 172,340 179,058

RWAs 125,475 121,274 126,468 135,287 145,037

Source: Company data, QNB FS Research
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Ratios/Key Indicators 2022 2023 2024e 2025e 2026e
Profitability (%)

RoTE (Attributable) 13.5 14.5 15.4 14.4 14.1
RoAA (Attributable) 1.5 1.6 1.7 1.8 1.9
RoRWA 2.0 2.1 2.3 2.4 2.4
NIM (% of IEAs) 2.81 2.72 2.83 2.86 2.94
NIM (% of RWASs) 3.28 3.13 3.19 3.17 3.17
NIM (% of AAs) 2.37 2.32 2.39 2.45 2.53
Spread 2.4 1.8 2.0 2.1 2.4
Efficiency (%)

Cost-to-Income (Headline) 20.6 24.9 23.2 22.8 23.6
Cost-to-Income (Core) 20.6 27.7 26.2 25.4 26.4
Liquidity (%)

LDR 118 120 115 113 112
LDR (Including Stable Source of Funding) 88 83 80 83 85
Loans/Assets 58 56 56 55 56
Cash & Interbank Loans-to-Total Assets 17.1 17.7 17.8 18.6 17.2
Deposits to Assets 49 47 49 49 50
Wholesale Funding to Loans 53 58 54 51 48
IEAs to IBLs (x) 1.26 1.21 1.25 1.28 1.26
Asset Quality (%)

NPL Ratio 49 5.8 6.1 5.6 5.3
NPLs to Shareholders' Equity 27.5 30.4 28.0 23.8 22.0
NPL to Tier-1 Capital 25.9 33.1 33.4 29.3 27.9
Coverage Ratio 105 105 107 123 135
ALL/Average Loans 5.2 5.9 6.6 6.9 7.4
Cost of Risk (bps) 96 99 101 100 95
Capitalization (%)

CET1 Ratio 11.6 10.7 11.0 11.2 11.3
Tier-1 Ratio 15.6 14.1 14.3 14.3 14.2
CAR 17.3 14.9 15.2 15.2 15.0
Leverage (x) 9.2 8.8 7.7 7.2 6.8
Growth (%)

Net Interest Income 7.1 -2.4 2.3 4.9 7.1
Non-Interest Income 1.6 23.4 0.6 6.0 -2.1
Total Revenue 5.5 4.8 1.8 5.3 4.1
Operating Expenses -23.1 26.6 -5.4 3.6 7.6
Net Operating Income 16.7 -0.8 4.1 5.8 3.1
Net Provisions & Impairments -12.1 -27.4 -0.1 11.9 0.6
Net Income (Headline) 22.0 7.1 6.6 8.0 7.7
Net Income (Attributable) 23.9 7.9 7.3 8.8 8.4
Loans 0.0 -6.7 1.5 2.7 5.6
Deposits 1.5 -8.0 6.0 4.0 6.3
Assets 2.1 -2.7 1.2 3.6 3.9
RWAs 8.2 -3.3 4.3 7.0 7.2

Source: Company data, QNB FS Research
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Doha Bank (DHBK)
Recommendation ACCUMULATE Risk Rating R-3 KevD
Share Price QR1.395 Target Price QR1.883 ey Data
Implied Upside 40.0% Current Market Price (QR) 1.395
Stock is Trading at 60% to BV; Stay Accumulate Dividend Yield (%) 5.4
We recently changed estimates: we maintain our 2024, 2025 and 2026 estimates. We still expect earnings Bloomberg Ticker DHBK QD
CAGR of 15.1% (2023-28e). We do not expect the bank to generate economic profits in our forecast horizon "
as RoE is still expected to be below CoE over 2024 to 2028. The stock trades at a 60% discount to its 2024e ADR/GDR Ticker N/A
BV dueto asset quality issues; we do believe that there is limited downside to the stock. Hence, we maintain Reuters Ticker DOBK.QA
our Accumulate rating and QR1.883 PT. We note that DHBK’s beginning BVPS (2024) contributes 175% to ISIN A0006929770
our price target (as the present value of interim economic profits is negative). We are also of the view that Q
it could take more than a year for the stock to reach our price target; our price target is still below BV/share. Sector* Banks & Fin. Svcs.
Highlights 52wk High/52wk Low 1.865/1.333
. Doha Bank (DHBK) reported net profit of QR231.3mn in 1Q2024, growing by 10.9% YoY (+62.2% »
QoQ). Profitability fell short of our estimate of QR245.7mn (variation of -6.7%). A drop in credit i Nt Ve () B8
provisions and investment gains (vs. losses) drove YoY bottom-line. While net interest income Mkt. Cap. ($ bn/QR bn) 1.2/4.3
was ﬂat, a 1.6.5% grgwth in non-funded incorne (attributable to investment gains) and a 12.2% Shares Outstanding (mn) 3,100.47
drop in credit provisions helped the bottom-line.
Imit* (O
D We maintain our estimates of NIMs to contract by 12bps in 2024 to 2.24% and improving by FO Limit* (%) 100.0
8/7bps to 2.32%/2.39% in 2025/26. NIMs contracted by 10/40bps YoY/QoQ in 1Q2024 as Current FO* (%) 14.2
growth in Col.’s materlall}f out;taced yields on IEA's. ' 1-Year Total Return (%) (10.8)
D CoR to remain on the high side; management is targeting 120-130bps by 2027; we model =
management’s guidance levels. CoR for 2024 is expected to be around 2023’s level at 146bps but Fiscal Year End December 31

should steadily drop to 132bps by 2028, which is still on the high side. CoRs remain high as Source: Bloomberg (as of June 05, 2024), *Qatar Exchange (as
management needs to build further provisions in order to: 1) raise coverage of Stage 3 loans from
59% in FY2023 to 85%/90%, 2) possibly raise coverage of stage 2 loans from 6% to 10% and 3)
mitigate any unforeseen impairments.

of June 05, 2024); Note: FO is foreign institutional ownership

D RoEs will remain weak and significantly below CoE; management is guiding a RoE range of
12%/14% during 2024-2027. 1Q2024/FY2023 RoE came in at 8.9%/5.6% vs. 5.4% in FY2022.
We maintain our RoE estimate to increase from 5.6% to 9.8% by 2028, lower than guidance as
we take a conservative approach. We retain our forecast for 2024/25 RoEs of 5.8%/7.0%.

. C/Iratio is expected to remain around the mid-30%’s levels but to drop to 30% in 2028. Going
forward, we expect DHBK’s C/I ratio to gradually decline to 30%. However, management is guiding
to <25% by 2027.

. Asset quality remains a concern; NPLs still on the rise. DHBK’s NPLs increased 16.8%/2.1% to
QR4.6bn in 1Q2024 vs. 1Q2023/FY2023. Moreover, the NPL ratio increased from 6.6%/7.4% in
1Q2023/4Q2023 to 7.5% in 1Q2024. On the other hand, the coverage ratio for Stage 3 loans
sequentially remained flat at 71% in 1Q2024. Stage 2 loans contribute 31% to total loans
(highest vs. its peers), which is concerning; coverage of Stage 2 loans is a low 6%. Management
is guiding to a NPL ratio of ~7% for 2024 normalizing to 4.5%-5.0% by 2027.

. Net loans were sequentially flat, while deposits increased; we still expect single-digit growth
going forward, in-line with management guidance. Net loans remained flattish QoQ at
QR58.1bn in 1Q2024. On the other hand, deposits moved up by 1.2% to QR52.2bn. We still
maintain a loan book CAGR of 4.7% in 2023-28e, as the bank focuses on lending to high quality
credit customers and joins syndication/club loans. DHBK has been reshaping its loan book;
contracting loans (which proved to be highly problematic), as a % of total loans, dropped from 17.9%
in 2013 to 9.4% as of 102024, while retail loans dropped from 50% in 2005 to 12.0%.

. De-risking loan book along with optimization of RWAs is helping DHBK maintain its CET1 and
Tier-1 positions; management guidance is to maintain a min. CAR of 17%; if the QCB
implements enhanced Basel 111 risk weights to net open $ positions, the impact on DHBK would
be immaterial. DHBK ended 1Q2024 with a CET1 ratio of 13.3% and a Tier-1 ratio of 18.6%.

Catalysts

. Future stock price gains depend on a resumption of confidence in the bank’s performance and
realization of the new management’s goals & objectives.

Recommendation, Valuation and Risks

. Recommendation and valuation: We maintain our QR1.883 price target and Accumulate rating.
DHBK is trading at a 2024e/25e P/B and P/E of 0.4x and 7.1/5.7x, respectively.

. Risks: 1) Asset quality. 2) Execution risks remain for management’s new strategy.

Key Financial Data and Estimates

2023 2024e 2025e 2026e Shahan Keushgeria.n
EPS (QR) 0.181 0.196 0.243 0.287 +974 4476 6509
sl 037 £ 258 182 shahan keushgerian@qnbfs.com.qa
P/E (x) 7.7 7.1 5.7 4.9
BVPS (QR) 3.37 3.49 3.66 3.85
P/B (x) 0.4 0.4 0.4 04  Saugata Sarkar, CFA, CAIA
ROE (%) 5.6 5.8 7.0 7.9 +974 4476 6534
DPS (QR) 0.075 0.075 0.100 0.175  saugata.sarkar@qnbfs.com.qa
Dividend Yield (%) 5.4 5.4 7.2 12.5

Source: Company data, QNB FS Research
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RoE Remains <CoE During Forecast Horizon; RoRWAs are Weak
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While Margins to Steadily Improve
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C/I Ratio to Hover @ Current Levels as Revenue & Opex Movein Lock Step ~ While Generating Positive JAWS Post 2024
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NPL Ratio Spiked; Contracting & RE Loans Remain Problematic
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==l Growth in Revenue (LHS) === Growth in Opex (LHS) emmguus JAWS (LHS)

Stage 2 Highest Domestically; Coverage of Stage 3 Loans Low

1Q2024 Stage 1 Stage 2 Stage 3
Gross Loans 38,062,773 19,535,244 4,643,736
ECLs 97,774 1,107,142 2,882,217
Stages % of Loans 61.2% 31.4% 7.46%
Stages % ECLs 2.4% 27.1% 70.5%
Coverage Ratio 0.3% 5.7% 62.1%

Total
62,241,753
4,087,133
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Detailed Financial Statements

Income Statement (In QR mn) 2021 2022 2023 2024e 2025e 2026e
Net Interest Income 2,585 2,322 2,148 2,133 2,349 2,575
Fees & Commissions 303 371 376 390 414 430
FXIncome 154 153 105 120 126 137
Other Income 65 63 39 135 119 157
Non-Interest Income 522 587 520 645 659 724
Total Revenue 3,107 2,909 2,668 2,778 3,008 3,299
Operating Expenses (876) (894) (946) (978) (1,033) (1,095)
Net Operating Income 2,231 2,015 1,722 1,799 1,975 2,203
Net Provisions (1,485) (1,201) (857) (932) (950) (1,032)
Net Profit Before Tax 746 814 865 867 1,024 1,172
Tax (43) (48) (95) (48) (56) (63)
Net Profit (Reported/Headline) 704 765 769 820 968 1,108
Interest on Tier-1 Note (197) (190) (190) (190) (190) (190)
Social & Sports Contribution Fund (18) (19) (19) (20) (24) (28)
Attributable Net Profit 490 556 560 609 754 891

0.243

Source: Company data, QNB FS Research

Balance Sheet (In QR mn) 2021 2022 2023 2024e 2025e 2026e
Cash & Balances with Central Bank 5,887 3,668 4,842 4,332 4,230 4,913
Interbank Loans 5,365 8,651 5,497 6,031 5,695 5,335
NetInvestments 25,083 24,964 30,386 32,472 37,115 39,371

Net Loans 62,667 58,079 58,010 60,310 63,274 66,693
Other Assets 1,412 1,618 1,901 2,001 1,593 1,346
Net PP&E 689 665 619 578 584 589
Total Assets 101,103 97,645 101,255 105,723 112,491 118,249

Liabilities

Interbank Deposits 22,511 19,239 23,908 23,313 24,548 24,259
Customer Deposits 50,356 50,130 51,573 54,151 57,942 61,419
Term Loans 11,629 11,408 8,517 10,731 12,341 14,192
Other Liabilities 2,351 2,790 2,813 2,708 2,318 2,457
Tier-1 Perpetual Notes 4,000 4,000 4,000 4,000 4,000 4,000
Total Liabilities 90,847 87,566 90,811 94,903 101,149 106,326

Total Shareholders' Equity 10,256 10,079 10,444 10,821 11,342 11,923

Total Liabilities & Shareholders' Equity 101,103 97,645 101,255 105,723 112,491 118,249

Risk Weighted Assets 71,898 73,175 78,094 82,993 89,430 95,427
IEAs 91,798 89,136 92,633 97,494 104,893 110,163
IBLs 74,665 71,990 72,806 77,132 84,736 89,800
Tangible BV/share 3.31 3.25 3.37 3.49 3.66 3.85

Source: Company data, QNB FS Research
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Ratios/Financial Indicators
Profitability (%)

RoE (Attributable)

RoAA (Attributable)

RoRWA (Attributable)

NIM (% of IEAS)

NIM (% of RWAs)

NIM (% of AAs)

Spread

Efficiency (%)
Cost-to-Income (Headline)
Cost-to-Income (Core)
Liquidity (%)

LDR (stable sources of funds)
Loans/Assets

Cash & Interbank Loans-to-Total Assets
Deposits to Assets
Wholesale Funding to Loans
IEAs to IBLs

Asset Quality (%)

NPL Ratio

NPL to Shareholders' Equity
NPLto Tier 1 Capital
Coverage Ratio
ALL/Average Loans

Cost of Risk (%)
Capitalization (%)
CET1 Ratio

Tier-1 Ratio

CAR

Tier-1 Leverage (x)
Growth (%)

Net Interest Income
Non-Interest Income
Total Revenue

Opex

Net Operating Income
Net Income (Headline/Reported)
Net Income (Attributable)
Loans

Deposits

Assets

RWAs

5.0
0.7
0.7
2.80
3.60
2.53

2.6

28.2
28.4

101
62.0
11.1
49.8
54.5

1.2

5.83
37.3
39.5
77.5

4.4

211

13.5
19.0
20.2
13.5

11.4
-15.4
5.8
1.0
7.8
0.1
1.5
-4.3
-8.5
-2.4

0.0

5.4
0.8
0.8
2.57
3.20
2.34

2.1

30.7
31.0

94
59.5
12.6
51.3
52.8

1.2

6.43
39.3
40.6
87.0

5.4

153

13.3
18.8
19.9
14.1

-10.2
12.4
-6.4

2.1
-9.7

8.8
13.6
-7.3
-0.4
-3.4

1.8

5.6
0.8
0.7
2.36
2.84
2.16

1.4

33.4
35.7

97
57.3
10.2
50.9
55.9

1.3

7.36
43.6
44.9
83.2

6.1

145

13.0
18.1
19.2
14.0

L)
16.2
-2.7
5.8
-6.5
0.5
0.7
-0.1
2.9
3.7

6.7

5.8
0.8
0.8
2.24
2.65
2.06

1.1

35.2
36.7

93
57.0
9.8
51.2
56.4
1.3

7.55
45.3
46.7
93.4

7.2

146

12.7
17.5
18.6
13.7

-0.7
-5.4
-1.8
3.4
-4.5
6.5
8.7
4.0
5.0
4.4

6.3

7.0
0.9
0.9
2.32
2.72
2.15

1.2

34.3
35.5

90
56.2
8.8
51.5
58.3
1.2

7.50
45.7
47.1
112.5
8.7

140

12.3
16.8
17.9
13.3

10.1
2.2
8.3
5.6
9.8

18.1

23.8
4.9
7.0
6.4

7.8

7.9
1.0
1.0
2.39
2.79
2.23

1.3

33.2
34.6

88
56.4
8.7
51.9
57.7
1.2

7.00
43.3
44.6
137.6
9.9

135

12.1
16.3
17.5
13.2

9.6
9.9
9.7
6.0
11.6
14.5
18.2
5.4
6.0
5.1

6.7

Source: Company data, QNB FS Research

gnbfs.com


https://www.qnb.com/sites/qnb/qnbfs/page/en/en-home.html

QNB ddloJl Oloszdl

\"Z
% FINANCIAL SERVICES Sunday, 09 June 2024 Financial SeI'ViCES

Dukhan Bank (DUBK)
Recommendation Market Perform Risk Rating R-3
. . Key Data

Share Price QR3.550 Target Price QR3.810 -

Implied Upside/(Downside) 7.3% Current Market Price (QR) 3.550
Stock is Trading at a Premium to Peers; Stay Market Perform Dividend Yield (%) 4.5
We recently changed our estimates: we maintain our earnings CAGR of 12.3% (2023-28e) and our Bloomberg Ticker DUBK QD
estimates remain broadly unchanged. The stock is trading at a P/TB of 1.5x (in-line with the market) and -
the market is pricing in a sustainable RoE of 12.4%, below our forecast of 13.5%. As such, we retain our ADR/GDR Ticker N/A
PT of QR3.810/share on DUBK and our Market Perform rating. Reuters Ticker DUBK.QA

. DUBK’s 1Q2024 net income was in-line with our estimates. Dukhan Bank (DUBK) reported a ISIN QA000B982PM1
net profit of QR423.0mn in 1Q2024, in-line with our estimate of QR428.0mn (variation of -

1.2%). Overall, the results were broadly in-line with our model. The bottom-line increased by Sector Banks
2.2%/117.2% YoY/QoQ. A

. NIMs expanded YoY in 1Q2024 as DUBK shed high interest-bearing deposits; we forecast a sl ey (O EERHELL
recovery of NIMs for 2024, 2025 and 2026 —as interest rates decline in 2H2024, margins should 3-Month Average Volume (mn) 12.8
expand as deposits reprice downward ahead of loans. NIMs expanded by 14bps to ~2.11% YoY.

The growth in yields was larger than the CoFs. On the other hand, NIMs compressed Mkt. Cap. ($ bn/QR bn) 5.1/18.6
sequentially by 22bps. We our NIMs of 2.01% (2024), 2.17% (2025) and 2.28% (2026). Shares Outstanding (mn) 5,234.1

. Annualized 1Q2024 tangible RoE come in at 14.0%, in-line with 1Q2023; RoE is modeled to
make headway in 2025-28e. Our estimates still leads us from 10% in 2023 to 11% in 2024, FOL Limit (%) 49.0
12%/13% in 2025/26 and 14%/15% in 2027/28. .

D We maintain our gross loan book CAGR (2023-28e) at 6.0% as business activity picks up post Current Institutional FO* (%) 5.6
a 2023 lull after the 2022 World Cup; cut in interest rates should increase lending appetite for 12-Month Total Return (%) (4.4)
DUBK in 2H2024. Net loans expanded by 4.2% sequentially to QR80.9bn. The support in loans -
was driven by the public sector (+4.7% YTD) and retail (+10.3% YTD); other segments also Fiscal Year End December 31
contributed positively to overall loan growth. Moreover, deposits inched up by 0.7% QoQ to Source: Bloomberg (as of June 05, 2024), *QSE (as of June 05,
QR78.5bn in 1Q2024.

- R . X . X A 2024); Note: FO is foreign institutional ownership
. NPL ratio in 1Q2024 slightly improved sequentially, resulting in negative NPL formation. The

bank’s NPLs receded sequentially by 1.3%, while the NPL ratio declined from 5.38% in FY2023
t0 5.10% in 1Q2024. However, it should be noted that a decent chunk of the NPLs are legacy
in nature with strong coverage. Coverage of Stage 3 loans remained flattish at 71% at the end
0f 1Q2024; including collateral, coverage stands at ~95%. Going forward, we still assume asset
quality willimprove through a combination of recoveries, reversals and prudent underwriting.

. CoR (annualized) was negligible in 1Q2024 due to a significant drop in gross credit provisions
and an increase in recoveries YoY; we maintain our CoR assumptions. DUBK booked net credit
provisions of QR24.7mn vs. QR7.4mn in 1Q2023 (4Q2023: QR252.8mn). DUBK booked gross
provisions of QR49.8mn vs. recoveries of QR25.1mn, netting out 50% of gross provisions. This
resulted in a CoR of 12bps. We still maintain a CoR of 41bps, 45bps and 50bps in 2024, 25 and
26, respectively. We still estimate CoR to normalize at 50bps in 2026-28.

. We still expect the efficiency ratio to decline to 26% by 2028. DUBK’s C/I ratio remained flat
29.8% as revenue and opex moved in lock step. Sequentially, the C/Iratio improved to 35.0%
in 4Q2023 as a result of a 20.1% drop in opex. We still expect the bank to generate single- to-
mid-digit JAWSs from 2024 and onward, driven by a pick-up in revenue and costs control.

D DUBK maintains healthy capitalization levels and we expect it to remain so. The QCB has not
given any indications on whether it will apply enhanced Basel III on f/x positions on RWAs.
Management has managed its CET1/Tier-1 position in a steady manner. The bank ended
1Q2024 with CET1/Tier-1 ratios of 14.9%/17.2%.

Catalysts

. 1) Progress in delivering on growth objectives and earnings acceleration beyond our estimates
could drive stock price gains & 2) continuation of recoveries.

Recommendation, Valuation and Risks

D Recommendation and valuation: We maintain our Price Target of QR3.810 and our Market
Perform rating. DUBK is trading at a 2024/25e P/TB and P/E of 1.5x/1.4x and 14.1x/12.2x,
respectively. DUBK is trading at a premium to its peers on 2024e P/TB; QIBK (1.5x), MARK
(1.0x) and DHBK (0.4x), CBQK (0.7x)

. Risks: 1) Geo-political factors and 2) Unexpected asset quality deterioration.

Key Financial Data and Estimates

2023 2024e 2025e 2026e Shahan Keushgerian

Attributable EPS (QR) 0.229 0.252 0.291 0.330 +974 4476 6509
EPS Growth (%) 14 10.1 15.6 13.1 shahan.keushgerian@qnbfs.com.qa
P/E (x) 15.5 14.1 12.2 10.8
e i TS (G > B e B Saugata Sarkar, CFA, CATIA

angible (@QR) 3 : . 2 +974 4476 6534
P/TBV (x) 15 15 14 13 saugata.sarkar@qnbfs.com.qa
ROE (%) 10.3 10.9 12.1 13.0
DPS (QR) 0.160 0.180 0.190 0.200
Dividend Yield (%) 4.5 5.1 5.4 5.6

Source: QNB FS Research, Company data; EPS is based on current shares outstanding including treasury shares
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RoE/RoRWASs to Steadily Improve...

18.0% 1.9%
16.0% 1.8%
14.0% 1.8%
12.0% 1.7%
10.0% 1.7%

8.0% 1.6%

6.0% 1.6%

4.0% 1.5%

2.0% 1.5%

0.0% 1.4%

2022 2023 2024e 2025e 2026e 2027e 2028e
=== ROTE (LHS) em@mmRoRWASs (RHS)
Source: Company data, QNB FS Research
Efficiency to Markedly Improve With Positive JAWS
35% 33.0% 25 004 - 10.0%
2o, 6.0% 5.5%
30% | 28.2% 75% 288y 275% @ | 500
@ ? 26.1%
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20%
- -5.0%
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- -10.0%
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5% -189% - -15.0%

0% -20.0%

2022 2023 2024e 2025e 2026e 2027e 2028e

H Cost-to-Income (LHS) @JAWS (RHS)
Source: Company data, QNB FS Research

Majority of NPLs are Legacy (RE are 29% of Loans; 50% of Which GRE)
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== NPL Ratio (LHS) e=mmmCoverage Ratio (RHS)

Source: Company data, QNB FS Research

CoR Normalizes at 50bps
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2022 2023 2024e 2025e 2026e 2027e 2028e
® Credit Provisions to PPP (LHS) A CoR (RHS)
Leading to Strong Net Operating Income
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= Net Operating Income (LHS) e Growth (RHS)

Stage 3 Loans Coverage Improved (Coverage is 95% incl. Collateral)
1Q2024 Stage 1 Stage 2 Stage 3 Total
Gross Loans 68,265,173 11,946,173 4,311,666 84,523,012
ECLs 97,281 487,829 3,080,706 3,665,816
Staging of Loans (%) 80.8% 14.1% 5.10%

Staging of ECLs (%) 2.7% 13.3% 84.0%
Coverage Ratio 0.1% 4.1% 71.5%

qnbfs.com



Detailed Financial Statements

Income Statement (In QR mn) 2021 2022 2023 2024e 2025e 2026e
Net Interest Income 2,345 2,143 1,926 2,147 2,383 2,635
Fees & Commissions 159 211 256 249 286 311
FX Income 170 223 131 147 173 211
Other Income 176 88 130 114 89 108
Non-Interest Income 505 522 518 509 548 630
Total Revenue 2,850 2,665 2,444 2,657 2,931 3,265
Operating Expenses (782) (750) (807) (851) (876) (923)
Net Operating Income 2,067 1,915 1,637 1,806 2,055 2,342
Net Provisions & Impairments (872) (660) (333) (377) (414) (495)
Net Profit Before Taxes and Non-Recurring 1,195 1,255 1,303 1,429 1,641 1,847
Taxes ) @ @ ()] 3 3

Non-Recurring Items - = -

Net Profit (Reported/Headline)

Payment on Tier-1 Sukuk (33) (72) (72) (72) (72) (72)
Social & Sports Contribution Fund (33) (36) 41) (46)
Net Profit (Attributable) 1,160 1,181 1,198 1,319 1,525 1,725
EPS (including treasury shares) 0.222 0.226 0.229 0.252 0.291 0.330

Source: Company data, QNB FS Research

Balance Sheet (In QR mn) 2021 2022 2023 2024e 2025e 2026e
Cash & Balances with Central Bank 7,246 6,425 3,645 3,686 4,341 5,574
Interbank Loans 5,559 1,500 11,072 8,178 6,052 4,613
Net Investments 20,800 20,432 19,971 19,385 21,622 23,311
Net Loans 75,222 75,677 77,585 81,775 86,460 92,262
Investment In Associates 63 64 32 35 32 30
Other Assets 431 866 900 883 951 1,015
Net PP&E 280 264 242 215 193 180
Investments In Real Estate 135 135 135 135 135 135
Goodwill 443 443 443 443 443 443
Other Intangibles 549 471 392 314 235 157
Total Assets 110,727 106,276 114,417 115,048 120,465 127,719
Liabilities

Interbank Deposits 16,755 14,871 19,582 15,488 15,861 16,179
Customer Deposits 77,426 74,545 78,002 81,902 86,816 92,893
Term Loans - - - - - -
Tier-1 Perpetual Sukuk 1,821 1,821 1,821 1,821 1,821 1,821
Other Liabilities 2,559 2,523 2,120 2,457 1,997 2,118
Total Liabilities 98,561 93,761 101,525 101,668 106,495 113,011
Total Shareholders' Equity 12,166 12,515 12,893 13,380 13,970 14,708
Total Liabilities & Shareholders' Eiuiti 110,727 106,276 114,417 115,048 120,465 127,719
Risk Weighted Assets 70,985 73,065 80,139 88,587 96,372 107,284
Interest Earning Assets 96,962 94,321 106,016 106,839 111,312 117,182
Interest Bearing Liabilities 87,981 81,165 81,175 81,010 92,259 98,854

Source: Company data, QNB FS Research
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Ratios/Financial Indicators

Profitability (%)

RoE

RoAA

RoRWAs

NIM (% of IEAS)

NIM (% of RWAs)

NIM (% of AAs)

Yield on I[EAs

CoFs

Spread

Efficiency (%)
Cost-to-Income (Headline)
Cost-to-Income (Core)
Liquidity (%)

LDR

Loans/Assets

Liquid Assets-to-Total Assets
Deposits to Assets
Wholesale Funding to Loans
IEAs to IBLs

Asset Quality (%)

NPL Ratio

NPLs to Shareholders' Equity
NPL to Tier-1 Capital
Coverage Ratio
ALL/Average Loans

Cost of Risk (bps)
Capitalization (%)
CET1 Ratio

Tier-1 Ratio

CAR

Leverage (x)

Growth (%)

Net Interest Income
Non-Interest Income
OPEX

Net Operating Income
Net Income (Attributable)
Loans

Deposits

Assets

RWAs

Source: Company data, QNB FS Research

2021

11.1
1.2
1.7

2.64

3.45

2.38

4.05

1.56

2.42

27.5
28.1

97
67.9
30.3
69.9
22.3
110

4.2
26.9
26.7
84.3

3.6
125

14.7
17.3
18.4
9.1

-0.6
38.7
4.4
4.8
104.8
28.5
43.7
28.3
9.1

2022

10.6
11
1.6

2.21

2.97

1.97

411

2.11

1.95

28.2
28.6

102
71.2
26.7
70.1
19.7
116

5.1
32.5
32.4
83.3

4.0

85

14.7
17.2

18.3
8.5

-8.6
3.4
-4.1
-7.4
1.8
0.6
-3.7
-4.0
2.9

2023

10.3
11
1.6

1.90

2.51

1.75

5.57

4.50

1.02

33.0
33.5

99
67.8
30.3
68.2
25.2
131

5.4
33.9
33.4
83.7

4.2

38

14.0
16.3
17.2
8.9

-10.1
-0.9
7.6

-14.5
14
2.5
4.6
7.7
9.7

2024e

10.9
11
1.6

2.01

2.55

1.87

6.05

5.29

0.73

32.0
32.7

100
71.1
27.2
71.2
18.9
132

4.9
31.6
29.4

100.2

4.7

41

14.2
16.2
17.2
8.6

11.5
-1.6
5.4
10.3
10.1
5.4
5.0
0.6
10.5

2025e

12.1
1.3
1.6

2.17

2.58

2.02

5.61

431

1.27

29.9
30.4

100
71.8
26.6
72.1
18.3
121

4.8
314
27.6

111.6

5.2

45

14.6
16.5
17.5
8.6

11.0
7.6
3.0

13.8

15.6
5.7
6.0
4.7
8.8

2026e

13.0
14
1.7

2.28

2.59

2.12

5.83

4.22

1.56

28.3
28.7

99
72.2
26.2
72.7
17.5
119

4.5
30.0
25.0

128.0

5.6

50

14.7
16.4
17.4
8.7

10.6
15.0
5.4
14.0
13.1
6.7
7.0
6.0
11.3

qnbfs.com



% gAl:!:!ABL SERVICES dJJLOJ[ oo

Sunday, 09]une 2024 Financial Services

Masraf Al Rayan (MARK)
Recommendation Market Perform Risk Rating R-3 Key Data
Share Price QR2.322 Price Target QR2.623 -
Implied Upside 13.0% Current Market Price (QR) 2.322
. . . . Dividend Yield (%) 4.3
CoR & RoE Remains a Crucial Factor in Re-Rating; Stay Market Perform
& y Bloomberg Ticker MARK QD
We recently changed our estimate: we maintain our overall average estimates for 2024, 2025 and ADR/GDR Tick N/A
2026 by 2.9%. Hence, we maintain our QR2.623 PT and Market Perform rating. Given MARK’s asset LCXeT
quality situation, the stock is trading at 2024e/25e P/B of 1.0x (lower than its 3-year average of Reuters Ticker MARK.QA
1.7x). The stock has outperformed its peers on an YTD basis and given MARK’s weak asset quality ISIN QA000AOMSVM3
and RoE erosion, we see limited upside in the near term. Sector” Banks & FirL S
Highlights SZC l(er h/52wk L R — 2 782/ 1‘;(;50
e  Masraf Al Rayan (MARK) reported in-line earnings in 1Q2024. MARK reported 1Q2024 Wk g wk Low (QR) . .
bottom-line of QR406.1mn vs. our estimate of QR397.2mn (variation of +2.2%). Net 3-m Average Volume (mn) 11.2
income grew by 5.5% YoY (surged by 89.7% sequentially). Mkt. Cap. ($ bn/QR bn) 5.9/21.6
. 1Q2024 annualized RoE came in at 7.4% vs. 7.2% in 1Q2023 (FY2023 RoE came in at 6.4% ST en O ) 9300
vs. 5.8% in FY2022); RokE is significantly below pre-merger levels and remains well below — g 2
its CoE of 11.7%. RoE declined from 11.3% in 2021 to 5.8% in 2022. Pre-merger MARK’s FO Limit* (%) 100.0
standalone RoEs hovered around the 16% level. It will be a long road to recovery for RoEs Current FO* (%) 14.0
to pick up despite double-digit growth in earnings; we maintain our RoE estimates for
2025 at 7.1% (we maintain our 2024 RoE at 6.8%). Finally, we expect RoE to reach 9.5% 1-Year Total Return (%) (10.2)
by 2028e. Fiscal Year End December 31

° Annualized NIMs in 1Q2024 increased by 15bps (+28bps sequentially) to ~1.95%; NIMs Source: Bloomberg (as of June 05, 2024), *Qatar Exchange (as
compressed by 52bps to 1.79% in FY2023 on the back of CoFs increasing more than yields of June 05, 2024); Note: FO is foreign institutional ownership
on IEAs following rate hikes. We still model in a 9bps improvement in NIMs in 2024 as
benchmark rates are expected to decline.

e Although MARK’s primary exposure is to the public sector (1Q2024: 49%), asset quality
has faced headwinds with NPLs spiking; the bulk/majority of NPLs is attributed to the
construction and real estate segments. NPLs increased by 1.8% sequentially in 1Q2024
from QR6.4bn in FY2023 to QR6.5bn in 1Q2024. As such, the NPL ratio increased from
5.71% in FY2023 to 5.86% in 1Q2024. Moreover, Stage 2 loans as a % of total loans
remains one of the highest domestically at 30% with negligible coverage (coverage of 10-
15% would be prudent in our view). At the same time, coverage of Stage 3 loans is a low of
59%. (Including eligible collateral, coverage would be around 90%).

. CoR to stay on the high side in the near-to-medium term as MARK builds buffers to reach
a coverage ratio of 70% to 80% for Stage 3 loans. We maintain our CoR estimate
at~100bps in 2024-2026e before normalizing to 90bps 2027/28e.

e  Loans continued its negative trajectory as MARK is de-risking its loan book; we maintain
our gross loan growth estimates in 2023-28e at 5.0% as the bank’s lending appetite
increases after cleaning up its books. Net loans contracted by 1.1% sequentially to
QR107.0bn (-8.2% YoY) in 1Q2024. The drop in loans was attributable to the retail (48.5%
QoQ), corporate (10.9%) and contracting (26.2%) segments. On the other hand, real estate
loans surged by 31.7% QoQ. Deposits improved significantly, growing by 13.6% QoQ to
QR105.3bn. As such, MARK’s LDR improved to 102% vs. 117% in FY2023.

e  CET1 to remain robust and highest among its peers; however, if changes to RWAs
regarding open f/x positions is implemented as per Basel III, it could have an impact on
capital. We cannot quantify the effect, as MARK does not disclose its US $ position. MARK
ended 1Q2024 with CET1/Tier-1 ratios of 21.6%/22.6%.

Catalysts
. 1) Normalizing CoR, which results in stronger RoE generation ahead of our expectations.
Recommendation, Valuation and Risks
o  Recommendation and valuation: We maintain our QR2.623 PT and Market Perform rating.
MARK is trading at 2024e/25e P/TB of 1.0/0.9x and P/E of 14.5x/13.5x.

. Risks: 1) Geopolitical factors & 2) Greater-than-expected increase in credit costs.

Key Financial Data and Estimates

2023 2024¢e 2025e 2026e Shahan Keushgerian
EPS Attributable (QR) 0.147 0.161 0.172 0.207 +974 4476 6509
EPS Growth (%) 8.5 9.0 7.3 20.3 .
P/E () 158 145 135 112 shahan.keushgerian@qgnbfs.com.qa
Tangible BVPS (QR) 2.37 2.44 2.52 2.62 Saugata Sarkar, CEA. CAIA
P/TBV (x) 1.0 1.0 0.9 0.9 +974 4476 6534, ?
ROE (%) 6.4 6.8 7.1 82
DPS (QR) 0.100 0.100 0125 0.150 saugata.sarkar@gnbfs.com.qa
Dividend Yield (%) 4.3 4.3 5.4 6.5

Source: Company data, QNB FS Research; Note: All data based on current number of shares
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RoE & RoRWAT s to Steadily Improve; RoE to Remain < CoE
10.0%

8.2%
8.0% 7.1%
o .
6.4% SV
5.8%
6.0% —
4.0%
20% | 12% 1.3% 1.4% 1.4% 1.6%
0.0%
2022 2023 2024e 2025e 2026e
e ROE e RoRWAS
Source: Company data, QNB FS Research
C/I Ratio to Improve Due to Cost Containment
30%
) 24.7% 24.6% 24.3%
24.0% () 23.0%
20%
10%
0%
2022 2023 2024e 2025e 2026e

While Margins to Gradually Improve
6.39%

7.0% -

6.0% A

5.0% A

4.0% A

3.0% -

2.0% -

1.79% 1.88% 1.98%  2.06%

1.0% T T T T

2022 2023 2024e 2025e 2026e
enOme N]M e=@esYield on [EAs emgeeCoFs

While Generating Single-Digit JAWS

20.0% 10.0%

17.2%
15.0% 5.9%

5.0%
10.0%
10.19

5.0% 0.0%

0.0%

2022 2026e
-5.0% -5.0%

-10.0%
-10.0%

-15.0%

-20.0% 15.0%

1 Growth in Revenue (LHS) a=gue [AWS (LHS)

Source: Company data, QNB FS Research; 2021 & 2022 C/I excludes one-time integration costs

NPL Ratio Remains High on the Back of Contracting & Real Estate Loans Stage 2 Loans on the High Side, Contributing 30% to Total Loans

8.00% - - 100%
81%
o - 80%
6.00% 591%  5.50% ?
5.00%
- 60%
4.00%
- 40%
2.00%
- 20%
0.00% 0%

2022 2023 2024e 2025e 2026e
E NPL Ratio (LHS)  m Coverage Ratio (RHS)

Source: Company data, QNB FS Research

1Q2024 Stage 1 Stage 2 Stage 3
Gross Loans 71,501,537 33,528,879 6,541,552
ALLs 40,743 666,004 3,868,247
Stages % Loans 64.1% 30.1% 5.86%
Coverage Ratio 0.06% 2.0% 59%
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Detailed Financial Statements

Income Statement (In QR mn)

Net Interest Income

Fees & Commissions

FX Income

Other Income

Non-Interest Income

Total Revenue

Operating Expenses

Net Operating Income

Net Provisions & Impairments

Net Profit Before Taxes & Minority Interest
Tax

Net Profit Before Minority Interest
Minority Interest

Non-Recurring Items

Net Profit (Reported/Headline)
Interest Expense on AT1 Bond

Social & Sports Contribution Fund

Net Profit (Attributable)

EPS
Source: Company data, QNB FS Research

Balance Sheet (In QR mn)
Assets

Cash & Balances with Central Bank
Interbank Loans

Net Investments

Net Loans

Investment In Associates
Other Assets

Net PP&E

Goodwill & Intangibles

Total Assets

Liabilities

Interbank Deposits

Customer Deposits

Sukuks & Borrowings

Other Liabilities

AT1 Notes

Total Liabilities

Minority Interest

Total Shareholders' Equity
Total Liabilities & Shareholders' Equity

Risk Weighted Assets
TBVPS
Source: Company data, QNB FS Research

2022
3,607
328
271
46
645
4,251
(1,022)
3,229
(1,710)
1,519
(22)
1,497
(19)
(134)
1,344
(46)
(36)
1,263

0.140

2022

5,088
6,300
31,477

117,859
346

3,869
915
1,679
167,533

29,316
97,292
11,525
5,118
1,000
144,251
198
23,084
167,533

111,079
2.30

2023
2,727
319
197
295
810
3,537
(874)
2,663

(1,165)
1,498
(35)
1,463
(28)
17
1,452
(46)
(36)
1,369

0.151

2023

4,993
5,663
38,599

108,228
349

3,835
969
1,565
164,200

32,204
92,724
9,821
4,644
1,000
140,393
237
23,569
164,200

105,187
2.37

2024e
2,836
341
248
257
846
3,682
(907)
2,775
(1,129)
1,646
(35)
1,611
(33)
1,578
(46)
(39)
1,493

0.165

2024e

5,308
4,894
37,902
108,745
372
3,852
999
1,451
163,523

21,591
100,142
10,411
5,976
1,000
139,120
270
24,132
163,523

106,780
2.44

2025e
3,073
365
271
158
794
3,866
(938)
2,928
(1,177)
1,751
(26)
1,725
(35)
1,690
(46)
(42)
1,601

0.177

2025e

5,786
5,654
42,390

113,077
397

3,896

1,031

1,337
173,567

24,510
107,152
10,411
5,386
1,000
148,458
306
24,803
173,567

115,596
2.52

2026e
3,369
401
298
190
889
4,259
(978)
3,281
(1,184)
2,097
(31)
2,066
(42)
2,023
(46)
(51)
1,927

0.213

2026e

5,338
6,161
43,268

118,477
417

3,960

1,063

1,223
179,908

23,423
113,581
10,411
5,579
1,000
153,993
348
25,568
179,908

122,338
2.62
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Ratios/KPIs
Profitability (%)

RoE

RoAA

RoRWA

NIM (% of IEAs)

NIM (% of RWAS)

NIM (% of AAs)

Spread

Efficiency (%)
Cost-to-Income (Headline)
Cost-to-Income (Core)
Liquidity (%)

LDR (Loans to Stable Sources of Funds)
Loans/Assets

Cash & Interbank Loans-to-Total Assets
Deposits to Assets
Wholesale Funding to Loans
IEAs to IBLs

Asset Quality (%)

NPL Ratio

NPL to Shareholders' Equity
NPL to Tier 1 Capital
Coverage Ratio
ALL/Average Loans

Cost of Risk (bps)
Capitalization (%)

CET1 Ratio

Tier-1 Ratio

CAR

Leverage (x)

Growth (%)

Net Interest Income
Non-Interest Income

Opex

Net Operating Income

Net Provisions & Impairments
Net Income (Reported)

Net Income (Attributable)
Loans

Deposits

Assets

RWAs

Source: Company data, QNB FS Research

2022

5.8
0.7
1.2
2.32
3.34
2.11
2.0

24.0
24.2

108
70.3
6.8
58.1
34.7
118.6

5.99
31.60
33.71

52.7

2.6
127

18.6
19.5

20.3
7.3

15.9
25.0
31.0
13.4
55.9
-21.7

-2.5
-9.0
-3.8
6.1

2023

6.4
0.8
1.3
1.79
2.52
1.64
1.0

24.7
26.3

106
65.9
6.5
56.5
38.8
119.6

5.71
27.26
28.86

66.6

3.0
108

20.2
21.2
22.1

7.0

-24.4
25.7
-14.5
-17.5
-31.9
8.0

-8.2
-4.7
-2.0
-5.3

2024e

6.8
0.9
14
1.88
2.68
1.73
1.0

24.6
26.0

98
66.5
6.2
61.2
29.4
121.4

5.91
28.08
28.17

80.6

4.4

104

21.6

22.5

23.4
6.8

4.0
4.4
3.7
4.2
-3.1
8.7

0.5
8.0
-0.4
1.5

2025e

7.1
1.0
14
1.98
2.76
1.82
1.2

24.3
24.8

96
65.1
6.6
61.7
30.9
120.2

5.50
26.65
25.62
100.4

5.2

100

21.5
22.3
23.2

7.0

8.3
-6.2
3.5
5.5
4.2
7.1

4.0
7.0
6.1
8.3

2026e

8.2
1.1
1.6
2.06
2.83
1.91
15

23.0
23.4

96
65.9
6.4
63.1
28.6
120.8

5.00
24.79
22.85
123.4

5.8
96

21.9

22.7

23.6
7.0

9.7
12.1
4.2
12.1
0.6
19.8

4.8
6.0
3.7
5.8
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Qatar International Islamic Bank (QIIK)

Recommendation MARKET PERFORM Risk Rating R-3 Key Data
Shar.e Price . QR10.07 Target Price QR10.44 Current Market Price (QR) 10.07
Implied Upside 3.7% . -
. . . . Dividend Yield (%) 4.5
Trading at a Premium to Peers; Maintain MP & QR10.44 PT Bloombers Tick TKOD
oomboer; 1cKer
We recently changed our estimates: we still maintain our expected 5-year earnings CAGR of 10.8% (2023- g - GHESS
28e) for Qatar International Islamic Bank (QIIK) after its FY2023/1Q2024 results. We also retain our ADR/GDR Ticker N/A
Market Perform rating and our TP of QR10.44 as growth in earnings is already priced-in. The stock is now Reuters Ticker QIIB.QA
trading at 2024 P/B of 1.9x, close to its 5-year median of 2.2x. As a result, we see limited upside. At these
levels, it would imply that QIIK is trading at a 40% premium to QIBK (2024e P/TB 1.4x) and it should be ISIN QA0006929879
noted that QIBK has better profitability and asset quality indicators. Further, the market is pricing in a Sector* Banks & Fin. Svcs.
. o - o o . . . .
f:ziarlr;?el;lg RoE of 18%, above our estimate of 16% (18% sustainable RoE is very challenging to achieve, 52wk High/52wk Low (QR) 11.44/8.66
Highlights 3-m Average Volume (mn) 1.0
D QIIK’s 1Q2024 comes in-line with our estimates. For the time being, our estimates broadly remain
unchanged. Qatar International Islamic Bank reported a net income of QR335.2mn in 1Q2024 vs. Mkt. Cap. ($ bn/QR bn) 4.2/15.2
our estimate of QR336.4mn (-0.3% variation), increasing by 6.1% YoY (+78.5% QoQ). Reversals Shares Outstanding (000’s) 1,513.7
in other impairments mainly drove the YoY increase in profitability as net operating income FO Limit* (%) 100.0
decreased by 2.5% as a result of margin pressure. Sequentially, earnings followed historical :
trends and surged on the back of a significant drop in provisions and impairments. Current FO* (%) 19.7
. Healthy RoE generator (>CoE); strong RORWAs: QIIK generated an annualized 1Q2024 RoE of 1-Year Total Return (%) +3.0
18.2%, flat with 1Q2023 (annualized RoE is not indicative of fiscal year end-RoE). We maintain -
our RoE forecast to reach 16.2% by 2025e from 14.9% in 2023 (FY2022: 14.3%). Moreover, we Fiscal Year End December 31

still maintain RORWAs to increase from 2.0% in 2023 (1.9% in 2022) to a strong 2.3% by 2026e.

. We model margins to moderately increase on strong competition. We still expect NIMs to
increase from 2.90% in 2023 to 2.99% (2024), 3.02% (2025) and 3.14% (2026).

. The bank remains cost efficient and has one of the lowest C/I ratios domestically and in the
GCC, consistently generating positive JAWSs. QIIK posted a cost-to-income ratio of 19.2% in
1Q2024 vs. 18.0% in 1Q2023 (4Q2023: 18.5%) and 17.9% in FY2023. We still expect the C/I ratio
to hover around ~17/18.0% levels.

. We maintain our net loans 5-year CAGR (2023-28e) of 6.1%. Net loans increased by 2.6%
sequentially to QR37.5bn. The QoQ growth in loans was driven by the public sector. Deposits
increased by 2.0% QoQ to QR39.7bn in 1Q2024. Thus, QIIK’s LDR (excluding wholesale stable
sources of funds) was a healthy 94%. We still expect the LDR to hover around these levels.

. 1Q2024 CoR was flattish vs. 1Q2023. QIIK booked net credit provisions of QR52.2mn in 1Q2024
vs. QR53.7mn in 1Q2023 (4Q2023: QR179.0mn). 1Q2024 CoR decreased to 53bps from 59bps in
1Q2023. We retain our 2024 CoR estimate of 109bps, but continue to expect CoR to improve to 80bps
by 2027/2028e; management plans to increase coverage of Stage 2 and Stage 3 loans.

D Asset quality remains manageable for now; NPLs on the rise. NPL ratio increased from 2.88% in
FY2023 to 3.20% in 1Q2024 (3Q2023: 3.16%; FY2021: 2.56%). At the same time, NPLs increased
by 14.4% QoQ. On the other hand, coverage of Stage 3 loans remained 87% (still strong). It
seems management allocated the majority of ECLS to stage 3 loans. Stage 2 loans comprise 10%
of total loans, which is relatively healthy..

D Capitalization remains healthy and above QCB minimum; if the QCB implements enhanced
Basel III risk weights to net open $ positions, QIIK would not be affected. QIIK ended 1Q2024
with a CET1/Tier-1 ratio of 13.4%/17.4%.

Catalysts

. 1) We need to see increasing momentum in reported results, in our view (historical 5-year

earnings CAGR was only 5.2%).
Recommendation, Valuation and Risks

. Recommendation and valuation: We maintain our Market Perform rating and price target of
QR10.44. QIIK is trading at a 2024/25e P/TB and P/E of 1.9x/1.8x and 13.5x/12.0x, respectively.

. Risks: 1) Exposure to the real estate and consumer segments creates concentration risk, which
could result in further impairments and 2) Geopolitical risks.

Key Financial Data and Estimates
2023 2024e

2025e 2026e

Source: Bloomberg (as of June 05, 2024), *Qatar Exchange (as
of June 05, 2024); Note: FO is foreign institutional ownership

Attributable EPS (QR) 0.685 0.748 0.841 0gs ShahanKeushgerian

EPS Growth (%) 102 9.3 123 1.8 +9744476 6509

P/E (x) 14.7 13.5 12.0 10.7 shahan.keushgerian@qgnbfs.com.qa
Tangible BVPS (QR) 49 5.2 5.6 6.0

P/TBV (x) 2.1 1.9 18 17 Saugata Sarkar, CFA, CAIA

RoE (%) 14.9 153 16.2 169  +974 4476 6534

DPS (QR) 0.450 0.475 0.500 0.550 saugata.sarkar@qnbfs.com.qa
Dividend Yield (%) 45 47 5.0 5.5

Source: Company data, QNB FS Research; Note: All data based on current number of shares
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ROE & RoRWA s to Steadily Improve & Remain Healthy; RoE >CoE While Margins to Steadily Increase
7.00%

18.0% o 16.9%  2.5% 6.08%
16.2% 5 80% 6
16.0% 6.00%
o L 2.0%
14.0% 5.00%
12.0% 3.81% 3.86%
- 1.5% 4.00%
10.0%
8.0% 3.00%
- 1.0%
6.0% 2.00%
4.0% L 05%
1.00%
2.0%
0.0% 0.0% 0.00%
2022 2023 2024e 2025e 20266 2021 2022 2023e 2024e 2025e
s RoE (LHS) e=@==RORWA (RHS) = NIM am@==Yicld on IEAs e CoF's
Source: Company data, QNB FS Research
C/I Ratio is One of The Lowest Domestically & Regionally While Generating Positive JAWS
12.0% 6.0%
20% 18.7%
17.9% 17.7% 17.6% 17.1% 10.1%
10.0% 5.0%
15%
8.0% 4.0%
6.0% 3.1% 3.0%
10% 5.5%
4.0% 2.0%
5%
2.0% 1.0%
0.0% 0.0%
0% 2022 2023 2024e 2025e 2026e
2022 2023 2024e 2025e 2026e
=== Growth in Revenue (LHS) =@ Growth in Opex (RHS)
Source: Company data, QNB FS Research
NPL Ratio Spiked Mainly on the Back of a Few SME Loans Coverage of Stage 3 Loans is 87%; >100% With Collateral
1% - - 220%
198%
190% W 199%
3.12%
3.12% 3.00% - 178%
306 | 2.79% 2.88% o ° °
——— — 163% - 157% 1Q2024 Stage 1 Stage 2 Stage 3 Total
148% - 136% Gross Loans 34,109,064 3,876,625 1,256,330 39,242,019
2% | 115% ECLs 188,687 401,500 1,086,570 1,676,757
94% Stages % Loans 86.9% 9.9% 3.20%
o (]
5% Stages % ECLs 11.3% 23.9% 64.8%
1% 0 Coverage Ratio 0.6% 10.4% 86.5%
- 52%
- 31%
0% - 10%
2022 2023 2024e 2025e 2026e

E NPL Ratio (LHS) m Coverage Ratio (RHS)
Source: Company data, QNB FS Research
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Detailed Financial Statements

Income Statement (In QR mn)
Net Interest Income

Fees & Commissions

FX Income

Other Income

Non-Interest Income

Total Revenue

Operating Expenses

Net Operating Income

Net Provisions & Impairments

Net Profit (Headline/Rep
Payment on Tier-1 Sukuk

Social & Sports Contribution Fund
Net Profit (Attributable)

EPS

Source: Company data, QNB FS Research

Balance Sheet (In QR mn)

Cash & Balances with Central Bank
Interbank Loans

Net Investments

Net Loans

Investment In Associates

Other Assets

Net PP&E

Investments In Real Estate

Total Assets

Liabilities

Interbank Deposits

Customer Deposits

Term Loans

Tier-1 Perpetual Sukuk

Other Liabilities

Total Liabilities

Total Shareholders' Equity
Total Liabilities & Shareholders' Equity

Risk Weighted Assets

2021 2022 2023 2024e 2025e 2026e
1,434 1,423 1,578 1,723 1,853 1,999
250 298 292 298 322 361
42 85 87 90 87 94
16 (13) 17 22 14 19
308 370 396 411 424 473
1,742 1,793 1,974 2,134 2,276 2,472
(328) (336) (353) (378) (401) (424)
1,414 1,457 1,621 1,757 1,875 2,048
(411) (382) (456) (493) (468) (488)

1,165
(108) (108) (99) (99) (99) (99)
(25) (27) (29) (32) (35) (39)
870 940 1,036 1,133 1,272 1,422
0.575 0.621 0.685 0.748 0.841 0.940
2021 2022 2023 2024e 2025e 2026e
2,670 2,491 3,624 3,384 3,483 3,006
13,426 9,760 12,465 14,545 10,973 11,955
7,220 7,752 7,809 8,256 8,845 9,477
37,031 35,022 36,499 38,276 40,642 43,473
264 192 154 154 150 148
252 275 207 248 208 252
231 231 226 238 254 276
697 669 642 642 642 642
61,792 56,393 61,626 65,742 65,198 69,228
9,922 5,679 9,468 10,773 7,374 7,986
38,646 37,945 38,934 41,270 43,540 46,239
3,543 2,794 2,772 2,772 2,772 2,772
2,092 2,092 2,092 2,092 2,092 2,092
979 900 947 970 1,001 1,054
55,182 49,411 54,213 57,877 56,779 60,144
6,610 6,983 7,414 7,865 8,419 9,084
61,792 56,393 61,626 65,742 65,198 69,228
S
49,250 49,109 52,598 55,881 57,375 63,690
4.34 4.59 4.88 5.18 5.56 6.00

TBVPS
Source: Company data, QNB FS Research
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Ratios/Indicators 2021 2022 2023 2024e 2025e 2026e
Profitability (%)

RoE 14.0 14.3 14.9 15.3 16.2 16.9
RoAA 14 1.6 1.8 1.8 1.9 2.1
RoRWA 1.8 1.9 2.0 2.1 2.2 2.3
NIM (% of IEAs) 2.51 2.59 2.90 2.99 3.02 3.14
NIM (% of RWAS) 2.97 2.89 3.10 3.18 3.27 3.30
NIM (% of AAs) 2.33 241 2.67 2.71 2.83 2.97
Spread 2.15 2.08 1.99 2.22 2.33 2.31
Efficiency (%)

Cost-to-Income (Headline) 18.8 18.7 17.9 17.7 17.6 17.1
Cost-to-Income (Core) 19.1 18.7 18.1 17.9 17.8 17.3
Liquidity (%)

LDR 88 86 88 87 88 89
Loans/Assets 59.9 62.1 59.2 58.2 62.3 62.8
Cash & Interbank Loans-to-Total Assets 26.0 21.7 26.1 27.3 22.2 21.6
Deposits to Assets 62.5 67.3 63.2 62.8 66.8 66.8
Wholesale Funding to Loans 36.4 24.2 33.5 35.4 25.0 24.7
IEAs to IBLs 129 136 127 123 137 129
Asset Quality (%)

NPL Ratio 2.6 2.8 2.9 3.1 3.0 3.1
NPL to Shareholders' Equity 14.8 14.6 14.8 16.0 15.4 15.9
NPL to Tier-1 Capital 12.8 12.8 13.2 14.3 13.9 14.5
Coverage Ratio 123.1 147.7 147.8 162.9 190.2 197.9
ALL/Average Loans 2.9 3.9 4.2 5.0 5.6 6.1
Cost of Risk (bps) 95 81 113 109 98 90
Capitalization (%)

CET1 Ratio 113 12.0 11.9 12.0 12.6 12.4
Tier-1 Ratio 15.6 16.3 15.9 15.7 16.3 15.7
CAR 16.7 17.7 17.0 16.9 17.4 16.9
Leverage (x) 9.3 8.1 8.3 8.4 7.7 7.6
Growth (%)

Net Interest Income 0.8 -0.8 11.0 9.2 7.5 7.9
Non-Interest Income 21.5 20.2 6.9 3.7 3.2 11.7
OPEX -3.9 2.5 5.2 6.8 6.3 5.5
Net Operating Income 6.0 3.0 113 8.4 6.7 9.3
Net Income (Attributable) 7.9 8.1 10.2 9.3 12.3 11.8
Loans -8.6 -5.4 4.2 49 6.2 7.0
Deposits 6.3 -1.8 2.6 6.0 5.5 6.2
Assets 0.8 -8.7 9.3 6.7 -0.8 6.2
RWAs 45 -0.3 7.1 6.2 2.7 11.0

Source: Company data, QNB FS Research
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Qatar Islamic Bank (QIBK)

Recommendation ACCUMULATE Risk Rating R-3

R . Key Data
Share Price QR17.55 Target Price QR22.45
Implied Upside 27.9% Current Market Price (QR) 17.55
Valuation Remains Attractive; Catalyst Needed Dividend Yield (%) 4.1
We recently updated our estimates: we maintain our forecasts for 2024, 2025 and 2026. Hence, our Bloomberg Ticker QIBK QD
- i R .5% (2023-2 i h M ", inable RoE N
expected 5-year earnings CAGR of 9.5% (2023-28e) remains unchanged. Moreover, our sustainable Ro, ADR/GDR Ticker N/A

remains at 15.5%. As such, we maintain our QR22.45 PT and Accumulate rating. We are still of the view
that the stock is trading at undemanding levels. QIBK is trading at a low P/B of 1.5x on our 2024e estimates Reuters Ticker QISB.QA
(30% discount to its 5-year average of 2.1x), which implies upside, in our view. We note that the stock’s 5-

year median P/B is also 2.1x (5-year high P/B of 2.9x). Our thesis stays unchanged: QIBK’s fundamentals ISIN QA0006929853
continue to remain robust with strong RoE generation (2021: 18.2%, 2022: 18.1%, 2023: 17.3% and Sector* Banks & Fin. Svcs.
24e/25e 17.2%/17.3%); moreover, the bank is cost efficient, has a strong Tier-1 position and a superior

asset quality profile vs. its peers. As such, we believe the stock still warrants a premium. 52wk High/52wk Low (QR) 22.09/16.81
Highlights 3-m Average Volume (mn) 1.6
. QIBIf’s 1Q2024 earm'ngs. come in slightly below our model: Qatar Islamic Bank (QIBK? re.ported Mkt. Cap. ($ bn/QR bn) 11.4/41.5
earnings of QR955.1mn in 1Q2024, moderately below our estimate of QR987.1mn (variation of -
3.3%). Bottom-line increased by 5.5% YoY (-23.6% sequentially). Shares Outstanding (mn) 2,362.93
. Robust RoE trajectory continued; 1Q2024 RoE (annualized) came in at 15.2%, while RoORWAs FO Limit* (%) 100.0
was a strong 2.9%: QIBK boasts one of the highest RoEs & RoORWAs among its domestic and
regional peers. Moreover, RORWAs was an impressive 2.9%. The bank’s RoTE jumped from Current FO* (%) 15.6
15.2% in FY2016 to 17.3% in FY2023, despite conservative/prudent provisioning. QIBK also has 1-Year Total Return (%) (0.8)
superior RoRWAs, which are well above 2.0%. QIBK generated RoRWAs of 2.8%/2.9% in
2022/2023 and we still expect this metric to increase to 3.2% by 2027/2028. Fiscal Year End December 31

. We estimate NIMs to moderately increase; QIBK has consistently expanded its margins. We Source: Bloomberg (as of June 05, 2024), *Qatar Exchange (as
expect NIMs to increase from 2023’s 2.97% to 3.14% in 2024, 3.26% (2025) and 3.31% (2026)

. QIBK remains one of the most cost-efficient banks in the GCC & continues to generate positive
JAWSs. The bank’s C/Iratio continuously dropped from 30.8% in 2015 to 17.1% in 2023 (1Q2024:
17.8%). Moreover, QIBK generated robust JAWs of 8.4% on average (2018-2023) and 5.4% in
1Q2024 YoY. Our C/I ratios of 16.3%/15.7% in 2024/2025 remain unchanged.

. Growth in net loans improved, driven by the corporate segment (ex. RE and contracting); loans
to the public sector decreased as the government continued repaying credit facilities. Net loans
increased by 1.9% to QR124.7bn. Moreover, deposits followed suit and moved up by 1.8% QoQ
to QR123.1bn. We maintain our growth forecast for net loans of 5.2% in 2024 and our 6.5% CAGR
(2023-2028e).

. CoR to remain elevated given management’s conservative risk management nature but we do
not expect it to be > ~100bps levels. Our estimate of flat CoR in 2024e remains unchanged. We still
expect CoR to normalize to ~70bps by 2027e/28e. A decent chunk of CoR is coming from Stages 1 &
2 loans as management is upping its buffers. 73% of ECLs is attributed to Stages 1 and 2 loans.

D Asset quality remains healthy and manageable. NPL ratio decreased to 1.64% in 1Q2024 vs
1.67% in FY2023. During the same time, NPLs remained flat sequentially. Moreover, Stage 2
ECLS increased by 6.8% QoQ. Further, coverage of Stage 3 loans increased from 88% in FY2023
t0 92% in1Q2024.

. Capitalization remains strong; QIBK ended 1Q2024 with robust CET1 and CAR ratios at 16.8%
and 20.7%, respectively. If the QCB implements enhanced Basel III risk weights to net open $
position, the effect would be negligible. Hence, QIBK could still increase DPS without any stress
on Tier-1 capital.

Catalysts

° For QIBK shares to regain momentum, we need to see dividend upside.

Recommendation, Valuation and Risks

. Recommendation and valuation: We maintain our QR22.45 PT and Accumulate rating. QIBK is
trading at a 2024e/25e P/TB of 1.5/1.3x.

. Risks: 1) Increase in credit costs and 2) Exposure to the real estate segment.

of June 50, 2024); Note: FO is foreign institutional ownership

Key Financial Data and Estimates

(In QR mn) 2023 2024e 2025e 2026e Shahan Keushgeria.n

EPS (QR) 1.68 1.83 2.03 2.18

EPS Growth (%) 7.0 8.9 10.8 7.4 +9744476 6509 .

P/E ) 104 96 86 8.0 shahan.keushgerian@qgnbfs.com.qa
Tangible BVPS (QR) 10.7 11.8 13.0 14.4

P/TBV (%) 16 15 13 12 Saugata Sarkar, CFA, CAIA

ROE (%) 17.3 17.2 17.3 167  +974 4476 6534

DPS (QR) 0.725 0.750 0.800 0.925 saugata.sarkar@gnbfs.com.qa
Dividend Yield (%) 4.1 43 4.6 5.3

Source: Company data, QNB FS Research; Note: All data based on current number of shares
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Robust RoE and RoRWAs Generator With Healthy CoR Levels

20.0%  181% . 3.7% 120 104 30%
17.3%  172%  17.3% 1599, ‘ 7%
3.2% 100 92 25%
15.0% ® 23% 83 84 80
80 20% 20%
0, 0,
2.7% 19% 18%
10.0% 60 15%
2.2%
40 10%
5.0% o
1.7% 20 5%
0.0% 1.2% - 0%
2022 2023 2024e 2025e 2026e 2021 2022 2023e 2024e 2025e
===d ROE (LHS) emtmmRoRWA (RHS) # CoR (LHS) @ Credit Provisions-to-Pre-Provisions Income (RHS)
Source: Company data, QNB FS Research
Efficiently Managed Bank While Generating Strong Revenue Growth and Healthy JAWs
20% 9.0% 8.1%
17.4% 0 8.0%
17.1% 1630 , ?
16% 15.7% 15.5% 7.0%
6.0% i
12% 5.0% iy | :
4.0% ( '
8% 3.0% .
2.0% o ¥
4% 1.0% . '
0.0% —
0% 2022 2023 2024e 2025e 2026e
2022 2023 2024e 2025e 2026e

=== Growth in Revenue (LHS) .1 Growth in Opex (LHS) emgmmJAWS (LHS)
Source: Company data, QNB FS Research

Superior Asset Quality Strong Coverage of Stage 3 Loans & Manageable Stage 2 Loans
3% - - 500%
- 400%
279 ~ 342%  345%  349%
20 | 313% ° 9 1.81%
o 57 173%  178% . 102024 Stage 1 Stage 2 Stage 3 Total
. L 0,
- “ - 300% Gross Loans 105,688,400 24,185,757 2,164,825 132,038,982
ECLs 4,088,563 1,310,578 1,984,652 7,383,793
L 200% Stages % of Loans 80.04% 18.32% 1.64%
1% - Stages % ECLS 55.4% 17.7% 26.9%
Coverage Ratio 1% 5% 92%
oo
0% - 0%

2022 2023 2024e 2025e 2026e
i Coverage Ratio (RHS) @ NPL Ratio (LHS)

Source: Company data, QNB FS Research
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Detailed Financial Statements

Income Statement (In QR mn) 2021 2022 2023 2024e 2025e 2026e
Net Interest Income 4,774 4,999 5,214 5,531 5,964 6,417
Fees & Commissions 726 810 889 978 1,073 1,024
FX Income 200 122 50 71 85 97
Other Income 289 451 367 368 391 417
Non-Interest Income 1,215 1,383 1,307 1,416 1,549 1,538
Total Revenue 5,990 6,382 6,521 6,947 7,513 7,955
Operating Expenses (1,085) (1,112) 1,117) (1,136) (1,180) (1,234)
Net Operating Income 4,904 5,270 5,404 5,811 6,333 6,721
Net Provisions & Impairments (1,342) (1,235) (1,103) (1,124) (1,164) (1,185)
Net Profit Before Taxes & Non-Recurring Items 3,563 4,034 4,301 4,687 5,169 5,536
Tax (10) 11) (13) (14) (16) a17)
Net Profit Before Minority Interest 3,553 4,023 4,288 4,673 5,154 5,519
Minority Interest 2 (18) 17 3) 4) 4)
Non-Recurring/Unusual Gains/(Losses) 0 0 0 0 0 0
Net Profit (Headline)

Interest On Tier-1 Sukuk (196) (188) (219) (219) (219) (219)
Social & Sports Contribution Fund (89) (100) (108) (117) (129) (138)

Net Profit (Attributable)

EPS 1.38 1.57 1.68 1.83 2.03 2.18
Source: Company data, QNB FS Research

Balance Sheet (In QR mn) 2021 2022 2023 2024e 2025e 2026e
Assets

Cash & Balances with Central Bank 7,177 7,951 8,037 8,628 7,874 8,797
Interbank Loans 7,461 3,188 3,262 3,588 4,104 3,665
Net Investments 44,380 45,774 48,013 50,536 52,185 55,831
Net Loans 128,409 119,285 122,381 128,151 136,787 146,582
Investment In Associates 1,140 1,130 1,128 1,160 1,195 1,232
Other Assets 1,709 2,576 2,297 2,455 2,589 2,491
Net PP&E 570 558 516 513 508 505
Investment In Real Estate 2,854 3,321 3,306 2,990 2,941 2,892
Goodwill & Intangible Assets 218 218 218 218 218 218
Total Assets 193,916 184,001 189,157 198,239 208,400 222,214
Liabilities

Interbank Deposits 19,856 17,382 20,434 22,467 21,251 20,631
Customer Deposits 131,095 122,371 120,835 126,876 135,758 146,618
Sukuk Financing 14,063 12,453 14,668 12,321 12,321 12,321
Other Liabilities 3,491 3,868 3,203 3,933 3,394 3,695
Tier-1 Sukuk 4,000 4,000 4,000 4,000 4,000 4,000
Total Liabilities 172,504 160,075 163,140 169,597 176,724 187,265
Minority Interest 676 669 625 628 632 637
Total Shareholders’ Equity 20,736 23,257 25,392 28,014 31,044 34,312
Total Liabilities & Shareholders' Equit 193,916 184,001 189,157 198,239 208,400 222,214
Risk Weighted Assets 134,045 138,570 144,463 156,212 165,678 179,993
BVPS 8.78 9.84 10.75 11.86 13.14 14.52

Source: Company data, QNB FS Research
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Key Indicators/KPIs
Profitability (%)

RoE (Tangible)

RoAA

RoRWA

NIM (% of IEAS)

NIM (% of RWASs)

NIM (% of AAs)

Spread

Efficiency (%)
Cost-to-Income (Headline)
Cost-to-Income (Core)
Liquidity (%)

LDR

Loans/Assets

Cash & Interbank Loans-to-Total Assets
Deposits to Assets
Wholesale Funding to Loans
IEAs to IBLs

Asset Quality (%)

NPL Ratio

NPL to Shareholder's Equity
NPL to Tier 1 Capital
Coverage Ratio
ALL/Average Loans

Cost of Risk
Capitalization (%)
CET1 Ratio

Tier-1 Ratio

CAR

Leverage (x)

Growth (%)

Net Interest Income
Non-Interest Income
Total Revenue

OPEX

Net Operating Income
Net Income (Attributable)
Loans

Deposits

Assets

RWASs

2021

18.2
1.8
2.7

2.90

3.74

2.59

2.66

18.1
18.9

98.0
66.2
7.5
67.6
26.4
117.1

1.8
11.5
10.1
202
3.5
104

14.7

17.7
18.9

9.4

9.8
11.5
10.1
-0.6
12.8
17.5
7.8
11.0
11.2
10.3

2022

18.1
2.0
2.8

2.97

3.67

2.65

2.67

17.4
18.7

97.5
64.8
6.1
66.5
25.0
122.2

1.5
8.3
7.4
313
4.2
92

15.8

18.7
19.9

7.9

47
13.8
6.5
2.5
7.4
13.7
-7.1
-6.7
-5.1
3.4

2023

17.3
2.1
2.9

3.14

3.68

2.79

2.56

17.1
18.2

101.3
64.7
6.0
63.9
28.7
119.7

1.7
8.5
7.8
327
4.8
83

16.4

19.2
20.4

7.4

43
-5.5
2.2
0.4
2.6
7.0
2.6
-1.3
2.8
4.3

2024e

17.2
2.2
3.0
3.19
3.68
2.86
2.54

16.3
17.3

101.0
64.6
6.2
64.0
27.1
120.2

1.7
8.4
8.0
342
5.1
84

16.2

18.8
20.0

7.1

6.1
8.4
6.5
1.7
7.5
8.9
47
5.0
4.8
8.1

2025e

17.3
2.4
3.1
3.26
3.71
2.93
2.46

15.7
16.6

100.8
65.6
5.7
65.1
24.5
121.7

1.8
8.4
8.3
345
5.3
80

16.5

18.9
20.1

6.7

7.8
9.4
8.1
3.9
9.0
10.8
6.7
7.0
5.1
6.1

2026e

16.7
2.4
3.1

3.31

3.71

2.98

2.31

15.5
16.4

100.0
66.0
5.6
66.0
22.5
122.6

1.8
8.3
8.5
349
5.5
78

16.4

18.6
19.8

6.5

7.6
-0.7
5.9
4.6
6.1
7.4
7.2
8.0
6.6
8.6

Source: Company data, QNB FS Research
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Baladna (BLDN)
Recommendation OUTPERFORM Risk Rating R-3
Share Price QR1.302 Target Price QR1.767
Implied Upside 35.7%

Strong Volume Growth & Margin Recovery to Anchor Valuation; Maintain Outperform

We have an Outperform rating on Baladna as we see it creating value from strong sales volume growth and declining commodity
prices in the near term, while in the medium term, margin expansion from product value engineering, increased capacity
utilization and cost-optimization should bolster its valuation further. Cash flows from operations should also continue to
improve partly emanating from recycling of working capital. Furthermore, we see a gradual decline in finance costs as the group
steadily pays down its debt while capex normalization boosts FCF, this is on top of the recently re-negotiated finance terms.
Baladna has been on a heavy investment cycle since it expanded operations in 2017, but we see capex requirements subsiding,
which bodes well for its valuation and investor perception as distributions to shareholders increase,
Highlights
e Initslatest results, Baladna’s 1Q2024 attributable profit matched our estimates, driven by strong volume growth in
all product categories and across all sales channels, and further bolstered by margin recovery and expansion.
Baladna’s 1Q2024 attributable profit jumped 141.0%/7.1% YoY/QoQ to QR48.3mn, in line with our estimate of
QR47.9mn. While a good chunk of earnings growth filtered directly from the top-line, a theme of strong operational
efficiency is palpable in the latest set of results as margins recovered both YoY and sequentially.
We expected this trend of earnings growth to continue for the foreseeable future, particularly this year. Therefore,
we maintain both our Outperform rating and TP of QR1.767/share. While we note Baladna’s recent share price
resurgence, we believe there is still more room for the stock to run, buttressed by a relatively attractive DY on
growing operating cash flows as well as strong earnings momentum in the near term as management focuses on
operational efficiency.
We expect strong revenue and bottom-line growth in the short- to medium-term, which slows down as market
shares in new products (primarily evaporated milk and juice) approach the 50% mark. We see revenue growing
19.7% in FY2024, and 3.9% in FY2025 and FY2026. Most of the growth should be driven by the newly-launched
evaporated milk product as well as continued market share gains of juice and cheese products. A considerable part of
evaporated milk sales is expected to come from multi-year contracts with the government and other B2B customers
(incl. HORECA), ensuring a steady revenue flow. Volume growth is also expected to come from increased marketing
focus on HORECA customers. This top-line growth coupled with product engineering should see net profit rising
72.5% in FY2024, followed by a 13.4% jump in FY2025, and 15.4% in FY2026. We also expect the continuation of
dividend distributions, which pleasantly surprised investors this year after skipping in 2023.
Longer term, Baladna has a promising international expansion strategy as the company has signed MoUs with
several parties in different countries to export its model which has been remarkable at home. Prima facie, the pay-
off for exporting the “Baladna Model” mimics that of private equity. This is not in our base model. Negotiations with
the Algerian government are advanced and other countries that have shown interest include Malaysia, the
Philippines, Uzbekistan, Kazakhstan and Indonesia. In addition, the group is building an associate/strategic stake in
Egypt’s listed food producer Juhayna—it now holds more than 15% of Juhayna’s public equity. Locally, it has acquired
E-life Detergent, and management says it is still actively seeking other investment opportunities. Further, Baladna
is pursuing a backward integration strategy to secure and control the production of its animal feed by setting up
offshore companies to grow animal feed in Romania and Algeria.
Catalysts
. Catalysts: (1) Market share gains (2) New product launches (3) Moderating feed costs (4) Advanced manufacturing
capabilities (5) Fruition of international expansion plans, including exporting the “Baladna Model.”

Recommendation, Valuation and Risks

e  Recommendation and Valuation: We maintain our Outperform rating on the name and our 12-month TP of QR1.767,
implying a 35.7% upside potential. Our TP is a weighted average of various valuation models: DCF, EBITDA Exit
Multiple & Relative-Valuation methodologies. Our primary thesis is that, internally, the headway for volume growth
is supported by ample manufacturing capacity and low market shares in select product lines. That will be
complemented by considerable scope for margin expansion. Inorganically, the scope to export its model creates PE-
like payoff optionality. We also note that while Baladna’s capital return ratios are relatively low, they should
continue to gradually improve as plant utilization increases and capex normalizes.

Key risks: (1) Price controls (2) Volatile soft commodity prices (3) Cessation of government support (4) High
and sticky interest rates on elevated debt burden (5) Animal disease outbreak (6) Dairy alternatives, i.e.,
plant-based substitutes.

Key Financial Data and Estimates

Group 2023a 2024e 2025e 2026e 2027e
EPS (QR) 0.058 0.099 0.112 0.129 0.151
P/E (x) 22.58 13.16 11.61 10.06 8.62
EV/EBITDA (x) 15.81 12.20 11.18 10.10 8.97
DPS (QR) 0.07 0.07 0.08 0.10 0.11
DY (%) 5.3% 5.7% 6.5% 7.5% 8.7%

Source: Company data, QNBFS Research; Note: All data based on current number of shares; These estimates may not reflect the most recent quarter

gnbfs.com

Key Data
Current Market Price QR1.302
Dividend Yield (%) 5
Bloomberg Ticker BLDN QD
ADR/GDR Ticker N/A
Reuters Ticker BLDN.QA
ISIN QAO000T98RIJ4
Sector* Consumer Goods
52wk High/Low (QR) 1.570/1.050
3-m Average Vol. (mn) 9.0
Mkt. Cap. ($ bn/QR bn) 0.7/2.5
EV ($ bn/QR bn) 1.2/4.3
Shares 0/S (mn) 1,901.0
FO Limit* (%) 49.0
FO (Institutional)* (%) 3.4
1-Year Total Return (%) -8.9
Fiscal Year-End December 31

Source: Bloomberg (as of June 05, 2024), *Qatar
Exchange (as of June 05, 2024); Note: FO is foreign
ownership

Phibion Makuwerere, CFA
+974 4476 6589
phibion.makuwerere@qnbfs.com.qa

Saugata Sarkar, CFA, CAIA
+974 4476 6534
saugata.sarkar@qnbfs.com.qa
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Estithmar Holding (IGRD) Key Data
Recommendation ACCUMULATE Risk Rating R-4 Current Market Price (QR) 1.930
Share Price QR1.930 Target Price QR2.310 Dividend Yield (%) 0.0
Implied Upside 19.7% Bloomberg Ticker IGRD QD
Ramping-Up of Higher Margin Business Bodes Well for Prospects; Stay Accumulate ADR/GDR Ticker N/A
We note Estithmar Holding’s results have been surprisingly resilient at group level than we had expected since the :
beginning of last year. Notwithstanding, we continue to expect IGRD’s results to remain unusually volatile for the | Reuters Ticker IGRD.QA
foreseeable horizon, especially at divisional level, a feature synonymous with new business launches (healthcare and ISIN QA0006UVF886
ventures/tourism units) that are still ramping up. Moreover, IGRD'’s traditional businesses (services and contracting Sector* Industrials
& industries segments) have also seen considerable volatility as they are still trying to establish a new equilibrium
since the end of elevated business activity in the build-up to the 2022 World Cup. The group has also seen several | 52wk High/52wk Low (QR) 2.414/1.800
senior management changes in a very short space of time which adds another unpredictability dimension to an | 3m Average Vol. (‘mn) 2.7
already volatile earnings profile. Consequently, we maintain our Accumulate rating and TP on the name until we are ; ;
more confident with the durability of its earnings and margins trend. Mkt. Cap. (§'bn/QR'bn) 1.8/6.5
Highlights EV ($’bn/QR’bn 2.4/8.8
o IGRD’s latest 1Q2024 attributable profit printed above our estimates. Earnings rose 10.4%/147.5% | Shares Outstanding (mn) 3,404.0
YoY/QoQ to QR111.7mn (vs. estimate of QR86.3mn) as both the top-line and margins came in above our FO Limit* (%) 49.0
estimates. We estimate that ~22% of the beat is due to lower ratio of inter-segment/corporate revenue — e
adjustments and ~63% can be attributed to higher margins than modeled — about ~2ppts stronger. GP Current Institutional FO* (%) 16
margin improved to 24.6% from 22.2% in 1Q2023 but lower sequentially from 33.8%. Meanwhile, the 1-Year Total Return (%) -12.7
operating margin rose to 17.9% from 16.9% in 1Q2023 and 12.1% in 4Q2023 on mostly lower depreciation Fiscal Year-End December 31

& amortization charges and areversal in impairment of financial assets. NP margin improved to 14.1% from
13.4% in 1Q2023 and 6.6% in the previous quarter.

e  InJanuary IGRD announced the launch of a QR3.4bn sukuk program to fund its international expansion.
We believe the announcement spotlights (i) Maldives (hospitality) and (ii) HAQA (healthcare/Algerian
hospital) projects with a combined capex requirement of ~QR2.5bn. These two projects are not yet in our
base model as details are still elusive but we estimate, given the available data, they could potentially add
~QRO0.37 to IGRD’s share price.

o  Potential for significant top- and bottom-line growth in the medium term: We expect revenue to grow
15.5% this year, 18.8% in FY2025 and 13.6% in FY2026. The double-digit growth in revenue between
FY2024 and FY2026 is on the back of healthcare and to