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  Banking                 Commercial Bank of Qatar– Result Update 

Commercial Bank of Qatar reported 1H23 operating income of QR 2.9mn 
(vs 2.6mn in 1H22, +9.9% YoY) and net income of QR 1.5mn (vs 1.4mn in 
1H22 + 8.5% YoY) in line with our net income estimates of QR 1.5mn. The 
bank’s reported cost to income ratio in 1H23 was at 27.07%, up by about 
198bps. The reported net loan book in 1H23 of QR 89.4 bn de-grew by 11.7% 
YoY, while the NPL increased by a significant 91bps to 5.46% as compared 
to 1H22, when it stood at 4.55%. The deposits stood at QR 76.1bn, a 
decrease of 14.8% YoY in 1H23.  Our key thesis for CBQ, when we initiated 
coverage in May’23 was the bank’s ability to focus on key quantifiable 
parameters to be achieved by 2026 and the ability to deliver on these. The 
loan book and deposit book de-grew for similar reasons as that of 1Q23, 
which was a reduction in acceptances and time deposits respectively, we 
see this as a strategy of the bank to focus more on asset quality and reduce 
dependence on time deposits. Despite the de-growth in loans and deposits, 
the bank has been able to perform better on profitability front, as the 
reported PAT grew by 8.5% YoY in 1H23. At current levels the shares trade 
at 2023e P/E of 9.4x, 1.2x book value, and offers a dividend yield of 4.2%. 
We maintain our BUY recommendation with target price of QR 6.71, 
offering potential return of 14%. 
 
In 1H23, we note that there has been a significant decrease in acceptance from 
about QR 6.1bn in 1H22 to QR 1.1bn in 1H23, a decrease of 81.4% YoY, 
similarly, due to surplus funds with the government, the exposure to Ministry of 
Finance in the form of overdraft has witnessed a decrease of 85.7% YoY from 
QR 1.4bn in 1H22 to QR 0.2mn in 1H23. While these decreases were expected, 
the other significant decrease in loan book was on account of the bank’s loan 
book in Turkey, which de-grew by 40.5% YoY to QR 4.8bn in 1H23, mainly due 
to the inflationary conditions in the country. The retail loan book however, grew 
by 7.9% YoY. Though there is no significant change in terms of the mix of loan 
book, we expect the bank to trend towards their targets for 2026. The deposit 
book de-grew on account of reduction in term deposits, however the bank is 
better placed in terms of deposits mix with corporates and individuals 
contributing to 57% (vs. sector 47% in May 23) and deposits from government 
and non-resident deposits contributing 43% (vs. sector 53%). The mix of 
deposits from individuals and corporates are relatively sticky and augurs well for 
the bank. The CASA ratio on reduced deposit base has gone up by 100bps in 
1H23 to 41% as compared to 1H22, due to reduction in term deposits. 
 
The net income of the bank in 1H23 grew by 8.5% YoY, driven by +9.9% YoY 
increase in operating income. The operating expenses increased by 18.5% YoY 
resulting in operating profits YoY growth of 6.9%. The increase in operating costs 
resulted in elevated cost to income ratio to 27.1%, however, on a QoQ basis, the 
cost to income reduced by 600bps. The provisions expenses grew by 8.8% YoY 
to QR 575mn, while the operating profits grew by 6.9% resulting in net income 

growth by +8.5 YoY. The bank is trading at 2023E PE of 9.8x, P/B of 1.1x and 
dividend yield of 4.2%. We have retained our earlier estimates and continue 
to maintain BUY rating with a target price of QR 6.71, with an implied upside 
of 14%.  
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Summary of key numbers 

 

 
 

 
Key takeaways from the earnings call  
 

• Acceptances: - Acceptances as a loan product saw an increased demand before world cup, but however, 
post world cup the demand for acceptances has not just been reducing, but as a conscious decision, the 
management too does not want to focus much on this as the NIM were not good. 

• Mortgages: - The management stated that for mortgages, they look at a combination of income of the 
customer and the market value of land and buildings. Usually for reputed builders, 80%-85% LTV is applied. 
The management believes in diversification across a larger pool of individuals will be better than a large 
ticket size loan to single owners or developers. Mortgages to non-residents is in line with the regulations 
stipulated by Central bank on mortgages, which is an LTV of 60%. 

• Lending at subsidiary: - There is a possibility that the lending from Turkey (through its subsidiary Alternatif 
Bank) to increase and therefore the NIIs will also improve in the second half of the year. 

• ROE guidance: The management expects to beat the guidance given on ROE for 2023, however, the 
management has not changed the guidance as of now 

  

in QAR mn 2Q23 1Q23 QoQ (%) 2Q22 YoY (%) 1H23 1H22 YoY (%) 2023E 2022A

Operating Income 1,432    1,465    -2.3% 1,310     9.3% 2,897    2,637     9.9% 5,338     5,294    

Operating Expenses -345     -440     -21.6% -277      24.5% -784     -662      18.5% -1,112   -1,138   

Operating Profit 1,087    1,026    6.0% 1,033     5.2% 2,113    1,976     6.9% 4,226     4,156    

Provision Expenses -302     -273     10.4% -253      19.4% -575     -529      8.8% -1,608   -1,263   

Profit before tax (Incl share of 

associates) 861       822       4.7% 840       2.5% 1,683    1,553     8.3% 2,862     3,115    

Taxation -7         -29       -75.0% -41        -82.4% -36       -52        -30.9% -143      -114     

Monetary loss due to 

hyperinflation* -51       -42       20.3% -4          1150.9% -93       -69        33.9% -        -189     

Profit after tax 803       751       6.9% 795       1.0% 1,554    1,432     8.5% 2,719     2,811    

Tier 1 Bond -41       -41       0.0% -41        0.0% -82       -82        0.0% -284      -284     

Profit attributable to 

shareholders 762       710       7.3% 754       1.0% 1,472    1,350     9.0% 2,435     2,527    

Loan Book 89,392  94,440  -5.3% 101,240 -11.7% 89,392  101,240 -11.7% 100,966 98,016  

Deposits 76,105  76,063  0.1% 89,331   -14.8% 76,105  89,331   -14.8% 87,326   83,167  

Total Equity (Excl tier 1 bond) 18,589  18,029  3.1% 18,521   0.4% 18,589  18,521   0.4% 21,123   19,699  

Cost to Income 24.07% 30.00% 21.14% 27.07% 25.09% 20.83% 21.50%

NPL ratio 5.46% 4.99% 4.55% 5.46% 4.55% 5.00% 4.92%

Net Loan to Deposit 117.46% 124.16% 113.33% 117.46% 113.33% 115.62% 117.85%

Reported ROE 17.28% 16.67% 17.18% 16.72% 15.47% 12.87% 14.27%

Adjusted Earnings Per Share 0.60      

Book Value Per Share 5.2        

PE 9.80

PB 1.13
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Quarterly trends of key parameters 
 

 

 

 

 

Source: Company reports, US Research 

 

 

Net loan QoQ growth have been volatile Gross NPL increased by 129bps over 10 qtrs
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Source: Company reports, US Research 

 

 

Annualized cost of risk increases in Q4 High variations in QoQ profit growth
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Income Statement (QR Mn) 2019 2020 2021 2022 2023E 2024E 2025E

Interest Income 6,795 5,671 6,012 7,473 8,550 8,349 8,630

Interest Expense -3,832 -2,571 -2,311 -3,367 -4,460 -4,323 -4,387

Net Interest Income 2,963 3,100 3,702 4,106 4,090 4,026 4,242

Non Interest Income 1,383 1,137 1,399 1,188 1,248 1,332 1,461

Net Operating Income 4,347 4,237 5,101 5,294 5,338 5,358 5,704

Operating Expenses -1,228 -1,096 -1,480 -1,138 -1,112 -1,117 -1,196

Share of results from associates -7 -210 129 222 245 269 288

Profit Before Taxation 2,044 1,316 2,313 2,925 2,862 3,016 3,367

Tax expense -23 -15 -9 -114 -143 -151 -168

Profit for the year 2,021 1,301 2,304 2,811 2,719 2,865 3,199

Balance sheet (QR Mn) 2019 2020 2021 2022 2023E 2024E 2025E

Cash and balances with Central Bank 6,075 8,279 17,915 8,030 10,625 12,489 14,775

Due from banks 12,396 10,401 10,942 20,844 21,886 22,980 24,129

Loans & advances to customers 88,009 96,698 98,003 98,016 100,966 105,005 109,205

Investment securities/associates 30,865 28,895 29,684 32,937 34,584 36,313 38,129

Property and Equipment/Intangibles 3,090 3,333 2,829 3,116 3,177 3,235 3,263

Other Assets 7,100 6,000 6,091 6,177 6,486 6,810 7,150

Total Assets 147,536 153,606 165,464 169,121 177,724 186,833 196,652

LIABILITIES AND SHAREHOLDER'S EQUITY

Due to banks 22,531 20,007 17,777 24,054 25,257 26,520 27,846

Customers' deposits 76,297 75,790 81,958 83,167 87,326 91,692 96,277

Debt Securities 9,525 13,107 15,286 10,714 11,250 11,813 12,403

Other Borrowings 12,043 14,126 15,719 15,942 16,739 17,576 18,454

Other Liabilities 5,385 8,406 10,651 9,724 10,210 10,721 11,257

Total Liabilities 125,780 131,435 141,391 143,601 150,781 158,320 166,236

Paid-up Capital 4,047 4,047 4,047 4,047 4,047 4,047 4,047

Other Reserves 12,047 12,546 11,283 11,088 11,088 11,088 11,088

Retained earnings 1,662 1,577 2,923 4,564 5,987 7,557 9,460

Shareholder's Equity 17,756 18,170 18,253 19,699 21,123 22,692 24,595

Non - Controlling Interests 0 0 0 0 0 0 0

Tier 1 Perpetual subordinated bonds 4,000 4,000 5,820 5,820 5,820 5,820 5,820

Total Equity 21,756 22,170 24,073 25,519 26,943 28,512 30,415

Total Liabilities and Equity 147,536 153,606 165,464 169,121 177,724 186,833 196,652

Cash Flow Statement (QR Mn) 2019 2020 2021 2022 2023E 2024E 2025E

Cash flow from operating activities 7,522 -5,619 5,865 4,773 4,505 3,789 4,228

Cash flow from investing activities -4,195 872 -3,901 -5,222 -1,947 -2,029 -2,116

Cash flow from financing activities -3,275 5,077 5,702 -4,564 37 104 174

Net change in cash 52 330 7,665 -5,014 2,595 1,863 2,286

Cash at the end of period 10,056 10,522 18,961 14,300 10,625 12,489 14,775
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Key ratios 2019 2020 2021 2022 2023E 2024E 2025E

Operating performance

Yield on average earning assets 5.3% 4.1% 4.0% 4.7% 5.5% 5.3% 5.3%

Cost of funds 3.3% 2.1% 1.8% 2.5% 3.3% 3.0% 2.9%

Interest spread 2.0% 2.0% 2.2% 2.2% 2.3% 2.3% 2.4%

NIM 2.2% 2.2% 2.4% 2.6% 2.7% 2.5% 2.5%

Interest income/operating income 156.3% 133.8% 117.9% 141.2% 160.2% 155.8% 151.3%

Net interest income/operating income 68.2% 73.2% 72.6% 77.6% 76.6% 75.1% 74.4%

Non interest income/operating income 31.8% 26.8% 27.4% 22.4% 23.4% 24.9% 25.6%

Cost to income ratio 28.3% 25.9% 29.0% 21.5% 23.0% 23.0% 23.0%

Liquidity

Net Loan to Deposit Ratio 115.4% 127.6% 119.6% 117.9% 115.6% 114.5% 113.4%

Customer deposits/total deposits 88.9% 85.3% 84.3% 88.6% 88.6% 88.6% 88.6%

Net loans to customer deposits 115.4% 127.6% 119.6% 117.9% 115.6% 114.5% 113.4%

Investments/total assets 18.2% 16.8% 16.2% 17.6% 17.6% 17.6% 17.6%

Asset quality

Stage 1 loan ratio 78.2% 79.7% 79.3% 77.5% 91.0% 91.0% 91.0%

Stage 2 loan ratio 16.8% 16.0% 15.9% 17.6% 4.0% 4.5% 5.0%

Gross NPL ratio 4.9% 4.3% 4.7% 4.9% 5.0% 4.5% 4.0%

Provision as a % of gross loans 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

NPL Coverage 82.1% 101.6% 97.4% 105.4% 106.0% 117.8% 132.5%

Cost of credit 0.7% 1.0% 1.1% 1.2% 1.3% 1.1% 1.0%

Stage 1 coverage 0.1% 0.4% 0.3% 0.2% 0.3% 0.3% 0.3%

Stage 2 coverage 5.7% 7.8% 9.0% 8.7% 3.2% 13.7% 22.1%

Stage 3 coverage 61.3% 66.5% 62.5% 70.9% 98.0% 98.0% 98.0%

Capital adequacy

Tier I ratio 14.4% 15.7% 16.1% 15.6% 19.6% 19.8% 20.1%

Tier II ratio 1.9% 2.1% 2.1% 1.7% 1.6% 1.5% 1.5%

CAR 16.4% 17.8% 18.1% 17.3% 21.2% 21.3% 21.5%

Net Equity to Gross Loans 19.5% 18.2% 18.0% 19.2% 19.8% 20.5% 21.3%

Net Equity to Total Assets 12.0% 11.8% 11.0% 11.6% 11.9% 12.1% 12.5%

Return ratios

Reported ROE 9.7% 5.9% 10.0% 11.4% 10.8% 10.3% 10.9%

Adjusted ROE 10.6% 6.0% 11.2% 13.3% 12.6% 11.8% 12.3%

ROA 1.3% 0.7% 1.3% 1.5% 1.5% 1.4% 1.5%

RoRWA 1.5% 0.9% 1.8% 2.1% 1.9% 1.9% 2.0%

Per share ratios

EPS 0.44 0.27 0.50 0.62 0.60 0.64 0.72

BVPS 4.39 4.49 4.51 4.87 5.22 5.61 6.08

DPS 0.20 0.10 0.16 0.25 0.25 0.25 0.25

Valuation

Price 4.2 4.8 4.3 5.9 5.9 5.9 5.9

P/E 9.6 18.0 8.5 9.4 9.8 9.3 8.2

P/B 1.0 1.1 1.0 1.2 1.1 1.1 1.0

Dividend Yield 4.7% 2.1% 3.7% 4.2% 4.2% 4.2% 4.2%
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