
 

     Banking                  Doha Bank– Finding its feet again 

    

  

Price (QAR) 1.606

PER TTM (x) 12.9

P/Book (x) 0.5

Dividend Yield (%) 4.7

Free Float (%) 73%

Shares O/S (mn) 3,100

YTD Return (%) -18%

Beta 0.7

(mn) QAR USD

Market Cap 4,979 1,366

Total Assets 97,645 26,630

Price performance (%) 1M 3M 12M

Doha Bank QPSC -1% -3% -41%

Qatar Exchange Index -6% -4% -21%

Trading liquidity (,000) 1M 3M 6M

Avg daily turnover (QAR ,000) 5,016 5,461 8,339

Avg Daily Volume (,000) 3,525 3,395 4,799

52 week High Low CTL*

Price (QAR) 2.79 1.53 5.1

* CTL is % change in CMP to 52wk low

Major shareholders

Qatar Investment Aut 17%

General Retirement a 6.7%

Vanguard Group Inc/T 2.8%

Others 73.4%

Other details

Exchange Qatar

Sector Banks

Index weight (%) 1.6%

Key ratios 2020 2021 2022

EPS (QAR) 0.16 0.23 0.25

BVPS (QAR) 3.16 3.31 3.25

DPS (QAR) 0.75 0.75 0.00

Payout ratio (%) 469% 326% 0%

BUY: 12M TP @ 1.83

Valuation Summary (TTM)

  
  
  
  

  
  
  
  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

IN
V

E
S

T
M

E
N

T
 R

E
S

E
A

R
C

H
 |

 Q
A

T
A

R
  
  

Doha Bank (DHBK) is the fourth largest bank and third largest 

conventional bank in Qatar, offering domestic and international 

banking services for individuals, commercial, corporate and 

institutional clients through four business groups – Wholesale 

Banking, Retail Banking, International Banking and Treasury & 

Investments. Like other banks in Qatar, DHBK is focused on corporate 

banking segment and has a relatively high exposure to real estate 

(33%) and commercial sector (20%). The bank has been struggling to 

grow its loan book with a 5-year de-growth of 1.4% CAGR, mirroring 

same pattern of negative 2.6% de-growth in deposits.  The gross loan 

book decreased consecutively in the last four years, as has been the 

deposits. In this context, the bank is trading at 0.5x of its book value 

as compared to its larger peer like QNB and CBQ which are trading at 

1.5x 2023E and 1.1x 2023E respectively. We believe that the discount 

to its peers would narrow going forward and initiate coverage on Doha 

Bank with a BUY recommendation and 12M target price of QR 1.83, 

indicating an upside of 13.9% from current market price. 

Bank’s roadmap for growth discounted in light of historical 

performance: The bank had guided for growth across various parameters 

both for 2023E and a five-year strategy till 2027E. While the aspirations of 

the bank on the various parameters are high, we have factored in a lower 

growth considering the historical performance. By 2027E, the management 

has guided a net loan book growth of 3-5% (vs estimate 3.5%), NPL of 4.5%-

5% (vs estimate of 4.5%), cost of risk of 120-130bps (vs estimate 120bps), 

cost to income ratio of less than 25% (vs estimate 32%), ROE of 12-14% (vs 

estimate 7%). The ROE targets look ambitious and there is no visible 

roadmap elucidated to achieve the same. We have factored in lower 

estimates as compared to management’s guidance, even with these 

numbers, we believe the bank is trading at an attractive level. The 

discounting due to muted performance has been overdone in relation to its 

valuation. We expect the steep discount vis a vis their peers to correct, once 

the bank is back to normalized growth on its feet in terms of growth.  

At current price, the stock is trading at a 2023E price to book value of 0.5x, 

PE of 9.4x 2023E earnings, and 4.6% 2023E dividend yield. The stock has 

corrected by about 50% from its peak of QR 3.2/share in Dec 21 and we are 

of the view that the significant discount to its peers is unwarranted. We have 

arrived at a blended DDM-Relative valuation target price of QR 1.83/share, 

which offers upside potential of 13.9% and recommend a BUY on the stock.  

Valuations snapshot 

 

Amt in QR bn 2020 2021 2022 2023E 2024E 2025E 2026E 2027E

Loan Book 65.5          62.7          58.1          58.3          59.1          60.3          62.1          64.3          

Gross NPL (%) 6.0% 5.8% 6.4% 6.0% 5.5% 5.0% 4.5% 4.5%

Deposits 55.1          50.4          50.1          52.6          55.3          58.0          60.9          64.0          

NII 2.3            2.6            2.3            2.2            2.1            2.1            2.2            2.0            

PAT 0.7            0.7            0.8            0.7            0.7            0.8            1.0            1.0            

P/E           14.1           17.9           10.4             9.4             9.1             7.8             6.3             6.3 

P/B             0.7             0.9             0.6             0.5             0.5             0.5             0.4             0.4 

Dividend Yield 3.3% 2.6% 3.9% 4.6% 4.6% 4.6% 4.6% 4.6%
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DHBK had reported a gross/net loan book of QR 61.5bn/QR 58.1bn in 

2022 (vs QR 65.6bn/62.7bn in 2021), a 6.3%/7.3% YoY de-growth. One 

of the major reasons for the negative growth was due to repayment of 

overdraft by government as a borrower, which has been running on 

surplus cash. The overdraft, which stood at QR 11.7bn in 2021 was at 

QR 5.7bn, a de-growth of 52.0% YoY. The exposure to government and 

GREs which stood at 9.7bn in 2021 stood at QR 4.1bn, a de-growth of 

57.8%. If the exposure to government and GREs is excluded the credit 

to private sector has grown by 2.7% YoY. Over a five-year period 

between 2018-2022, gross loan book has de-grown at 1.4% CAGR. The 

bank has guided a loan book growth of 3-5% by 2027E on the back of 

increase in exposure to trade and service sector. However, we estimate 

that the loan book growth would be flat in 2023E and would grow by 

2.5% over 2022-27E 

 

 

           Source: Company reports, US Research 

 

The provisions for 2022 were at QR 3.4bn, an increase of 16% YoY, 

however, over a 5-year period, the same declined by 9.9% CAGR 

(2018-2022). The increase was driven largely by higher provisions for 

real estate mortgage segment, which increased by 26% CAGR over a 

5-year period (2018-2022) as against the corporate lending book, which 

de-grew by 11% (vs 9.9% for total provisions) over a similar period. 

 

 

 

 

Net Loan Book declining since 2019 Provisions have been declining over the yrs
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An analysis of the exposure reveals, that the bank’s loan book is highly 

concentrated with Real Estate exposure at around a 3rd of the book at 

33%, followed by commercial sector at 20% and services sector at 15%. 

The top three sector contributes to about 69% in 2022 (vs 65% in 2018). 

There has been a change in the mix of sectors over the 5-year period, 

contracting sector which was one among the top 3 sectoral exposure at 

16% in 2018, is now at 10%. The exposure to government and GREs 

has been flat over a 5-year period, with high variation in the interim, for 

instance, in 2021, it was at 14.8%, which is now reduced to 7%, mainly 

on account of repayment of overdraft. We expect the bank to focus 

mainly on services and trade sector going forward, given the presence 

in other countries. Banks usually tap the trade business between 

countries to gain foothold outside their country of operations, and we 

expect Doha bank to follow similar strategy.  

 

 

Source: Company reports, US Research 

 

There has been an 850bps increase in the country exposure (Qatar) 

over a 5- year period despite the bank having higher international 

presence given the size of the bank. The bank has international 

presence mainly through six overseas retail branches with two 

branches in UAE, one in Kuwait and three branches in India. Qatar’s 

share in the net loan book stood at QR 50.8bn in 2022, which was 

87.4% of the overall book, followed by other GCC countries, which 

stood at QR 4.6bn (7.9% share), rest of the world (including India) had 

a share of 4.3%. The non-Qatari exposure which stood at QR12.6bn in 

2018 has declined to QR7.3bn in 2022. 

2018 - Loans - Top 3 sectors contribute  65%... …the same increased to 69% in 2022
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From product perspective, majority of the loan book, like other banks in 

the country, have been through loans and advances. Loans and 

advances stood at 90.2% of overall loan book, followed by overdraft, 

which stood at 9.2% and others contributing a minuscule 0.6% in 2022. 

Exposure through overdraft product has however halved YoY between 

2021 and 2022 from about 17.9% to 9.2% in 2022. The main borrower 

of this product is the government and GREs, which have repaid a 

significant portion of overdraft mainly due to higher surplus that accrued 

due to improvements in the economy.  

 

 

 

Source: Company reports, US Research 

 

The Bank has been seen its NPL ratio increase from 5.85% in 2018 to 

6.43% in 2022. The increase in NPL is mainly on account of higher 

exposure to Real estate. While the sector wise break up of NPL is not 

available, a look at the sector wise provision reveals that the Real estate 

mortgage lending has seen a 2018-2022 CAGR growth of 26.1%, 

indicating stress from this sector. The NPL inched higher to 6.6% in 

1Q23, however the management has indicated that over the long term 

the NPL would decline to 4.5%- 5.0%. We have factored a NPL of 6% 

in 2023E, which will decrease to 4.5% by 2027E, however attaining this 

would mean that the bank changes its focus from lending to real estate 

to other sectors like trade, services etc where the likelihood of default is 

relatively lower.  

 

 

 

2018  - Product - Loans, Adv contribute 88%... …increased to 90% in 2022
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The mix in terms of stage wise exposure has seen little change over the 

years, with stage 1 moving to 62.7% in 2022 from 63.1% in 2018, similar 

is the case with stage 2 exposure, which moved from 31.1% in 2018 to 

30.9% in 2022. The stage 3 exposure stood at 6.4% in 2022 as 

compared to 5.8% in 2018, the bank has not been able to make any 

significant progress to reduce stage 3 exposure. 

 

Over a 5-year period, total stage wise provision has declined from QR 

5.2bn in 2018 to QR 3.4bn in 2022, a decrease of CAGR 9.9% over the 

period. However, the silver lining is +16.2% YoY increase in provisions 

from QR 2.9bn to 3.4bn. Within this, stage 3 provisions have gone up 

by 21% and stage 2 provisions have gone up by 13.1% YoY.  

 

Across all the stages the provision coverage has declined. Stage 1 

coverage has reduced from 0.5% in 2018 to 0.2% in 2022, similarly, in 

stage 2 coverage has moved lower from 6.4% in 2018 to 5.1% in 2022. 

The most significant decrease in coverage has been stage 3, which has 

seen a decline from high of 97.5% in 2018 to 60.5% in 2022. The decline 

in provision is profound in stage 1 which has seen the provision go down 

by 21.3% CAGR over 2018-2022, followed by stage 3, which has gone 

down by 10.3% over similar period. The provision coverage, has 

however improved year on year in the recent past, with stage 3 

coverage improving from 51.4% in 2021 to 60.5% in 2022. This 

indicates a possibility of under provisioning, which we believe can result 

in negative surprises going forward. In our model, we have estimated 

that stage 1 provision coverage to be at 0.3%, stage 2 provisioning at 

7.3% and stage 3 provision to be at 61% by 2027E. 
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Source: Company reports, US Research 

 

    The overall provisions coverage for 2022 was at 87%, when other banks 

typically have more than 95% coverage. The overall provision coverage 

too saw an inconsistent movement over the last 4 years, varying from 

124%, 81%, 77% and 87% in 2019, 2020, 2021 and 2022 respectively. 

The peak provision coverage was at 186% in 2017. The inconsistent 

provision coverage ratio, coupled with high NPLs of about 6.4% in 2022, 

makes us believe that the management has an inconsistent policy on 

the same. The management has however guided that it would improve 

the provision coverage gradually over the next few years. 

  

 

 

Source: Company reports, US Research 

 

 

 

 

Stage 1 and 2 little changed, Stage 3 jumps Stage 3 coverage declining over the years
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The deposits for 2022 stood at QR 50.1bn, a de-growth of -0.45% YoY, 

and the 5-year CAGR de-growth has been at -2.6% between 2018-2022. 

The decline in deposit growth has been higher than gross loan de-

growth of 1.4%, indicating that the bank has been using modes other 

than deposits to fund its loan book. The net loan to deposit has been 

hovering between 107.3% to 124.4% over the last 5 years. The 

inconsistent growth in deposits has been mainly on account of change 

in mix of deposits, with deposits from Government and GRE declining 

and deposits from corporates increasing. The bank has done a 

commendable job of changing the mix and not seeing a significant de-

growth in deposits (more details below) 

 

 

 

Source: Company reports, US Research 

 

The bank has seen a significant change in the deposit mix, with the 

contribution from government and GREs coming down from a high of 

51.4% in 2018 to 31.5% in 2022. The reduction in deposits from 

government and GREs was compensated by the combined increase in 

deposits from individuals and corporates, which improved from 45.5% 

in 2018 to 66.2% in 2022. The increase in deposits is more profound in 

the case of corporates, whose contribution has gone up from 28.0% in 

2018 to 43.9% in 2022. The change in mix has reduced the dependency 

on government as a major source of funding. The government and 

GREs deposits are usually linked to surplus that these depositors have 

Deposit witnessed de-growth since 2019
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and are volatile. By reducing the dependence, at a desired level, the 

bank has been able to diversify the risk effectively.   

 

CASA ratio, grew by 540 bps over a 5-year period from 19.4% in 2018 

to 24.8% in 2022. This increase can be attributed to increase in savings 

account by 7.1% CAGR and current account by 2.6% CAGR over a 5- 

year period (2018-2022). On the other hand, the term deposits saw a 

de-growth of -4.3% CAGR over similar period. The increase in CASA 

has helped the bank reduce the cost of deposits by 28bps over 5-year 

period. The increase in CASA ratio in a scenario where the deposits are 

de-growing indicates management’s focus on CASA as an important 

lever to improve the cost and business efficiency. We expect the 

management’s focus on CASA to continue unabated.  

 

 

Source: Company reports, US Research 

DHBK maintained a high capital adequacy ratio of 19.9% in 2022, 

indicating adequate head room for loan growth, without raising capital. 

The CAR ratio has seen improvement gradually over the years from 

17.0% in 2018. The total CAR comprises of Tier I capital ratio of 18.8% 

and Tier II capital ratio of 1.1%. The Bank has neither raised equity, nor 

raised Tier 1 perpetual bonds in the last 5 years. The perpetual bonds 

of QR 4.0bn were raised in two tranches of QR 2.0bn each in December 

2013 and June 2015, these have been raised at a fixed interest rate for 

first six years and will be repriced thereafter. The coupon is 

discretionary, non-cumulative and the event on non-payment is not 

considered as an event of default. We do not expect the bank to raise 

capital in the near future in any form as the bank is adequately 

capitalized to grow its loan book at CAGR of 2.5% over 2022-2027E. 

CASA ratio up by 540bps over 5 year period Corporates constitute 44% of deposits in 2022
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       Source: Company reports, US Research 

 

DHBK showed a remarkable improvement in the interest income which 

was reported at QR 3.9bn in 2022 vs. QR 3.6bn in 2021, this despite 

de-growth in gross/net loan book by 6.3%/7.3% respectively. The 

increase in interest income can be attributed to increase in the yield on 

assets, which grew by 66bps from 3.45% in 2021 to 4.11% in 2022. The 

improvement in the yield in the last year can be attributed to the 

increase in interest rates. The decrease in loan book coupled with 

increase in yield indicates that the bulk of increase in interest income is 

due to re-pricing of assets and the bank’s ability to pass on the increase 

in interest rates. The 11% YoY increase in interest income has been on 

the back of two years of consecutive decrease in 2020 and 2021 by 

11.2% and 5.0% respectively. Over a 5-year period between 2018-2022, 

however the interest income has grown by a minuscule +0.2%, this in 

light of the loan de-growth of 1.4% over similar period, this indicates that 

the increase in interest income is majorly due to increase in yield. We 

expect the bank to maintain yield on assets at 4.5% in the near future.  

 

The interest on loans and advances stood at QR 2.9bn in 2022 (vs. 

3.9bn in 2018), a share of 74.3% in the total income in 2022 as 

compared to 78.6% in 2018, indicating that the growth in interest on 

debt securities and interest from banks/central bank has grown at a 

faster pace. In 2022, the due from banks increased by 61% and interest 

from banks/central banks increased by 128%, albeit on small base. The 

5-year CAGR growth in interest from loans and advances was at 

negative 1.2% as compared to 4.1% and 9% respectively for interest on 

debt securities and interest from banks/central banks.  

Capital adequacy ratio steadily going up AT 1 steady at QR 4 bn, and no equity raise
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          Source: Company reports, US Research 

 

 DHBK reported interest expenses of QR 1.6bn in 2022, a YoY increase 

of +66.9%, higher than the interest income growth of 10.9% YoY, the 

rise in interest expenses was on a lower base due to de-growth in the 

earlier years by 36.3% and 31.7% in 2020 and 2021 respectively. These 

years saw increase liquidity due to quantitative easing and hence lower 

cost of funds. The cost of funds of 1.99% in 2022 is among the lowest in 

the industry.  

 

 The deposit book de-grew by a minuscule -0.4% YoY in 2022, indicating 

that the increase in interest expenses to QR 1.6bn has been due to 

increase in cost of funds by 90bps. However, the YoY growth of 66% in 

interest expenses has been higher as compared to other banks (QNB 

42% YoY and CBQ 45% YoY). The increase in interest expenses for 

QNB was largely on account of the combination of both increase in cost 

of funds (76bps YoY) and increase in deposits (+7.2% YoY), whereas 

for DHBK the growth was largely on account of increase in cost of funds 

as has been the case with CBQ. 

  

 In terms of mix, interest expenses attributable to customer deposits grew 

by 37.5% YoY, interest on debt securities grew by 33.7% YoY, while 

interest on due from banks and central banks has been at a high 157% 

YoY although on a small base. The due from banks has gone up by 61% 

YoY from QR 5.4bn in 2021 to QR 8.7bn in 2022. This indicates that the 

bank has been focusing on raising institutional money by way of 

Interest income and yield rebounded in 2022 Interest on Loans and advances contribute 74%
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interbank deposits rather customer deposits. The increase in debt 

securities too has been up by about 33% YoY, similar to the increase in 

interest expenses on debt securities by 33% YoY. Going forward, we 

expect that the cost of funds for DHBK to go up due to the rising interest 

rate scenario.  

 

 

 

   Source: Company reports, US Research 

 

An increase in interest income by 10.9% YoY in 2022 as compared to 

relatively higher increase in interest expenses by 66.9% resulted in de-

growth of Net Interest income by -10.2% YoY, the interest spread was 

down by 24bps from a spread of 236 bps in 2021 to 212 bps in 2022. 

There was increase in yield on assets at 66 bps YoY vs the increase in 

cost of funds by 90bps YoY, indicating that the pace of growth in cost 

of funds was far higher than the pace of growth in yield. Over a five-year 

period, the NII have gone up by 2.8% CAGR between 2018 to 2022 as 

compared to 13.4% in case of CBQ, indicating that the bank has been 

an underperformer, despite DHBK’s cost of funds being lower than CBQ. 

We expect DHBK to maintain NIMs above 2% over the next four years 

and the NII to remain flat till 20206E. 
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   Source: Company reports, US Research 

 

The Net interest income for 2022 was at QR 2.3bn, a drop of 10.2% 

YoY, within this the NII from corporate segment de-grew by 13.2%, 

while net interest income from retail banking grew by 31.6%, although 

on a small base. Net Interest income from corporate lending book was 

at QR 2.1bn, a share of close to 90.0% in 2022, not a significant change 

as compared to 86.7% in 2018. The share of net interest income from 

retail lending stood at 13.3% in 2018, dropping to 9.9% in 2022, 

indicating that the focus of the bank as far as interest income is 

concerned is from corporate lending only, this despite the fact that the 

bank has around 6 branches international branches. We expect 

corporate lending book to continue to have a major share going forward, 

as the addressable retail banking market domestically is small in size. 

The bank has higher concentration of NII from corporate/wholesale 

banking as compared to CBQ, which has around 67% share in 2022.  

 

Over a period of 5 years, interest on the corporate banking book grew 

by 3.8% CAGR (2018-22) as compared to a degrowth in net interest 

income from retail lending, which was at -4.6% over the similar period.  

 

 

 

 

 

 

 

NII largely influenced by changes in CoF NIMs and interest spread remain range bound
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Source: Company reports, US Research 

  

The Bank’s non-interest income has grown to QR 587mn in 2022, a 

growth of 11%, contributing to around 20% of total operating income. 

The non-interest income also comprises a negligible portion of income 

from insurance activities. The bank has been struggling to grow the 

insurance pie, with this segment reporting losses in 4 out of the 5 years 

in the recent past. The loss from insurance segment was higher in 2019 

at QR 77mn and the bank has done well to contain the losses to QR 

7mn in 2021 and breaking even in 2022. In 1Q23, the insurance income 

was at QR5mn, alluding that the volatility in insurance income remains. 

 

Over a 5-year period, the contribution from non-interest income to the 

total operating income has been in the range of 20%, with the exception 

of 2019, when it rose to 31%. We expect the non interest income to 

continue to contribute in the range of 20% going forward. We do not 

expect any significant contribution from insurance business in the 

absence of scale in this segment.  
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Source: Company reports, US Research 

 

On a closer look at the non-interesting income, we note that the fee 

income contributes around 63.3% of non-interest income for 2022, 

reducing its share from 69.2% in 2018. The share of fee income has 

reduced due to higher growth in forex income, which grew by 7.2% 

CAGR (2018-22) as compared to de-growth in fee income of 1.1% over 

similar period. The other key contributor to the non interest income has 

been income from securities which has seen an inconsistent growth 

pattern, it has grown by 4.3% in 2022 as compared to overall non-

interest growth of 11% YoY. 

 

Further analysis of the of gross fee income reveals that the bank service 

fees has grown by 69.2% YoY in 2022 as compared to 24.3% YoY 

increase in gross fee income in 2022. The banking services fees are 

granular fee income from retail clients and this has been a mainstay of 

total fee income over the last five years, with the contribution from this 

segment remaining above 55%. The commission income comprises 

mainly commission on non-funded facilities, this has de-grown by 8% 

YoY and its share in total gross fee income stand at 17.3% in 2022, as 

compared to 24.3% in 2022. 

 

The bank has been able to mine its customer well as far as fee income 

is concerned as can be seen from higher growth rate over the years, as 

compared to other key income parameters, this however is on a smaller 

base.  

Fee income constitutes about 20% of ToI
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A peek into segmental non-interest income validates that within fee 

income contribution from retail segment has been growing at a faster 

rate at 17% CAGR over 2018-2022, as compared to non-interest 

income from corporates, which has de-grown by 3.4% in the similar 

period.  

 

 

Source: Company reports, US Research 

 

The contribution of retail segment to non-interest income stood at 

41.1% in 2022 as compared to 23.2% in 2018, significant increase 

mainly on account of increase in banking services fees in this segment. 

The non-interest income from corporate which stood at 64.5% in 2018, 

has seen a dip in contribution to 52.9% in 2022, on account of slower 

growth in fee income from this segment. Going forward, we expect the 

retail segment to continue to grow at a faster pace as compared to 

corporates as the ability to mine fee income from corporates is very 

limited and the pricing for services to this segment is highly competitive. 

 

Bank Services fees constitute about 69% Retail Non Int Income at 41% is significant

Forex income has grown at 7.2% CAGR (2018-22) NII - 82% of total operating income in '22
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DHBK’s cost to income over the last five years has seen a decline from 

over 35.5% in 2018 to 28.13% in 2021, before moving up in 2022 to 

30.7%. The decrease in cost to income can be attributed to slower 

growth in operating expenses as compared to the growth in total 

operating income. The 5-year CAGR growth in operating expenses was 

at -1.2% (2018-2022) as compared to +2.4% CAGR growth of operating 

income over similar period. The bank has guided a target of cost to 

income ratio of less than 30% in 2023E and below 25% as part of their 

five-year strategy, however, given their historical performance of last 

five years, we are of the view that a cost to income ratio of 25% is 

difficult to achieve. In the retail segment, the bank intends to leverage 

technology to reduce the cost to income by offering digital innovative 

payment solutions products like Doha Pay, Apple Pay, Google Pay etc, 

besides targeting 90% of transactions through digital/self-services. 

While these may help the bank to reduce cost further, the target 

segment is retail, where the opportunity to improve cost to income ratio 

would be lower. In 2022, the retail segment share in total assets was at 

4.8%, as compared to 16% share of total income revenue from retail 

segment, indicating that the optimization as far as the retail segment is 

concerned is already high.  

 

Within the operating costs, the bank has done well to contain the staff 

cost, which stood at QR 501mn in 2022 as compared to QR 496mn in 

2018, an increase of a meagre 0.24% CAGR over the five-year period. 

Similarly, the other expenses de-grew at 4.4% over the same period 

indicating tight control over the costs.  

 

   Source: Company reports, US Research 

Cost to Income decline by 500bps over 5 years
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The impairment charge on loans and advances is up by 0.5% CAGR 

over 5-year period (2018-22), which is impressive considering that the 

NPL has been growing over the years. The cost of credit which was at 

146bps in 2018 had seen a peak of 216bps due to covid induced stress 

on the borrower’s books, this has however come down to 158bps in 

2022. The impairment charge on loans and advances have go up in 3 

out of the last 4 years, indicating need for higher provisioning, circling 

this with the current provision coverage ratio of 87% and high NPL of 

6.4%, we are of the view that the decline in cost of credit will be slow 

going forward.  

 

The bank expects the cost of credit to hover around 160bps in 2023E 

and a targeted credit cost of 130bps by 2027E, we expect the bank to 

achieve these targets over the longer term, the stress in the near term 

will remain.  

 

Source: Company reports, US Research 

 

The bank delivered a profit before tax of QR 814mn in 2022, as 

compared to a PBT of QR 746mn in 2021, a growth of 9% and adjusted 

PAT (post considering perpetual interest on bonds) of QR 575mn, a 

+13.4% YoY in 2022 as compared to QR 507mn in 2021. The operating 

income and operating profit have gone down by 6.4% and 9.7% 

respectively. The growth in PBT and PAT has been mainly on account 

of decrease in impairment of charge on loans and advances which 

reduced to QR 970mn in 2022 from a high of QR 1.4bn in 2021. We 

expect the adjusted PAT to go down in 2023E, before moving higher in 

2024E. 

Cost of Credit increased over the years
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Source: Company reports, US Research 

 

The bank has maintained a steady dividend per share of QR 0.08/share 

since 2020, it had skipped dividend in 2019 and the dividend per share 

was at 0.10/share in 2018. In terms of pay-out this is above 40% in the 

last three years.  We expect the bank to continue to the policy of 

maintaining similar dividends over the next few years, yielding a healthy 

dividend yield of above 4.6% based on the current market price.  

 

 

Source: Company reports, US Research 

 

1Q23 result update 

DHBK’s reported muted 1Q23 numbers, while the interest income was 

at QR 1.3bn up by 47.2% YoY, the interest expenses stood at QR 778bn, 

an increase of about 255% YoY, resulting in the Net interest income 

going down by 23.6% YoY to QR 492mn. The gains from increase in 

yield on assets at 5.22% was offset by higher increase in average 

interest cost which was at 3.9%. The net fee and commission income 

YoY PBT growth has been steady over the years PAT, PBT grow in tandem, tax negligible
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were at QR 92mn, an increase of 13.5% YoY.  Reported operating 

income was at QR 633mn, down by 23.1% YoY. Impairment charge on 

loans and advances grew by 7.7% on a YoY basis, resulting in net 

operating income de-growth of 29.2% on a YoY basis 

 

Operating costs which stood at QR 231mn in 1Q22, reduced by 5mn to 

stand at QR 226mn in 1Q23. The degrowth in operating expenses was 

not enough to set off the steeper fall in operating income, resulting in 

cost to income ratio going up to 35.8% in 1Q23 (vs. 28.1% in 1Q22). 

Profit before tax witnessed a steep drop to QR 226mn, a -44.0% YoY 

decrease. Reported PAT was at QR 209mn in 1Q23, a drop of 48.0% 

on a YoY basis as compared to 1Q22, which stood at QR 401mn.  

The bank reported 1Q23 gross/net loan book at QR 60.3bn/QR56.7bn, 

a YoY decrease of 4.5%/5.6% respectively, mainly on account 

repayment of overdraft by government, however the loan book to 

private sector has gone up as per management. The bank expects the 

loan exposure to government to decline since the government is in a 

surplus cash situation and is running down outstanding overdrafts with 

banks. The deposits saw a steeper fall in 1Q23 to close at QR 48.6bn, 

a drop of 10.9% on a YoY basis. The 1Q23 net loan book growth was 

muted at negative 5.6%, however the management has indicated that 

they are expected to close couple of large transactions with government 

and the growth in the loan book would be at 3% for the year. Given the 

1Q23 performance, we have factored a flat growth in loans for 2023E. 
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Valuation 

We have valued DHBK based on blended DDM-Relative valuation 

method. The bank has been underperforming the broader market, from 

a peak of QR 3.2/share in December 2021, the share price of DHBK 

has correctly significantly by about 50%, while the business 

performance over the last two years has been moderate. The drop in 

share price has been severe and the bank is currently trading near 

pandemic lows of QR 1.8/share. At the current market price of QR 1.62, 

the bank offers a dividend yield of ~4.6%.  We arrived at target price of 

QR 1.83 per share, implying ~14% upside potential from the current 

market price. We have valued Doha Bank using the blended valuation 

approach, with 50% weight to intrinsic valuation based on DDM, 25% 

weight to relative valuation using P/E, and 25% weight to relative 

valuation using P/B.  

 

 

 

 

 

Risk free rate 4.00%

Equity risk premium 6.50%

Beta 0.93

Cost of equity 10.0%

Terminal growth rate 3.0%

Residual valuation of DHBK 2022 2023E 2024E 2025E 2026E 2027E

Equity at beginning of year 10,256 10,079 10,380 10,701  11,111   11,682  

Equity at end of year 10,079 10,380 10,701 11,111  11,682   12,241  

Net income attributable to shareholders 704      724      744      833       993        981       

Cost of equity 1,012   1,043   1,075   1,116    1,173     1,230    

Residual income (309)    (319)    (331)    (283)      (180)       (248)      

PV of residual income (296)    (303)    (285)    (222)      (128)       (161)      

PV of Terminal value residual income (3,445)   

Current equity value 10,079  

Fair value of equity 6,634    

Shares outstanding 3,100    

Fair value per share (QR) 2.14      

CMP (QR) 1.62      

Upside/downside (%) 32.1%

Valuation parameters
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Key risks to our investment thesis: 

• Reduction in hydrocarbon prices over medium term 

• Concentration risk, with higher exposure to real estate and commercial sector.  

• Continued repayment of overdraft by Government and GREs resulting in loan book de-growth  

• Further decrease in share of deposits from Government and GRE from current 31%, resulting in the 

bank resorting to higher deposits from corporates, which has a relatively higher cost.  

 

 

  

Valuation parameters

6 Year earnings CAGR 8.7%

Risk free rate 4.0%

Equity risk premium 6.5%

Beta 0.93

Cost of equity 10.0%

Terminal growth 3.0%

Terminal year ROE (%) 6.6%

Justified P/B 0.51x

Relative Valuation - Doha Bank

EPS 2024e (QR) 0.2

BVPS 2024e (QR) 3.5

Target Price/Earnings Multiple for 2023E (x) 7.0x

Target Price/Book  multiple for 2023E (x) 0.51x

Fair value per share (QR) - P/E Multiple 1.25

Fair value per share (QR) - P/B Multiple 1.77

Blended Weighted Average Fair Value

Valuation Method Fair Value per share (QR) Weight Upside/downside

Relative Valuation - P/E 1.25 25.0% -22.8%

Relative Valuation - P/B 1.77 25.0% 9.4%

Intrinsic valuation - Excess ROE 2.14 50.0% 32.2%

Target Price (QR) 1.83 12.7%

CMP (QR) 1.62 0.0%

Forward Dividend Yield 2024E 4.6%

Total return Including dividend 17.3%
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About Doha Bank 

Doha Bank, established in 1979, and provides domestic and 

international banking services catering to individuals, SME, corporate 

and institutional customers. It conducts its business broadly through 

four business groups - Wholesale Banking, Retail Banking, International 

Banking and Treasury & Investments. The bank has 20 active 

conventional branches and one corporate branch. The bank had Islamic 

banking business as well, which was discontinued in 2011 due to Qatar 

Central bank’s directive which prohibits conventional banks from 

entering any new Islamic banking.  The bank also has a wholly owned 

subsidiary, which offers general insurance risk protection to both 

commercial & personal clients. However, the contribution to the profits 

is miniscule considering that the operations started in 2007. 

 

While the majority of its operations are based out of Qatar, Doha Bank 

has presence overseas through its branches in Kuwait, United Arab 

Emirates (2 branches, in the verge of closing one), and India (three 

branches with one being on the verge of closure). It has representative 

offices in Japan, China, Singapore, Hong Kong, South Africa, South 

Korea, Australia, Turkey, the United Kingdom, Canada, Germany, 

Bangladesh, Sri Lanka and Nepal. It now plans to enter Saudi Arabia. 

The Bank enjoys strong credit ratings of A3 from Moody’s and A- from 

Fitch with a stable outlook. 

 

The company is majority owned by Qatar Investment Authority, which 

has 17.15% stake, and the second largest shareholder is General 

Retirement & Social Insurance Authority which owns 6.59%, the rest of 

the shares are held by various financial institutions and passive funds 

world-wide.  
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    Source: Company reports, Bloomberg, US Research 

 

 

Source: Company reports, Bloomberg, US Research 
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S.NO NAME POSITION
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3 Shiekh Abdul Rahman Mohamed Al-Thani   Managing Director

4 H.E. Sheikh/ Mohammed bin Falah bin Jassim Al Thani Non Executive Member

5 Ahamd Abdulla A. Al-Khal  Non Executive Member

6 Abdul Rahman Ahmad A. Al-Obaidan   Non Executive Member

7 Nayef Abdulla N. M. Al-Dosari      Non Executive Member

8 Nasser Mohammed A. A. Al-Khaldi Independent Director
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Income Statement (QR Mn) 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E

Interest Income 4,217 3,744 3,558 3,945 4,251 4,270 4,593 4,752 4,834

Interest Expense -2,236 -1,424 -972 -1,623 -2,070 -2,173 -2,465 -2,588 -2,818

Net Interest Income 1,980 2,320 2,585 2,322 2,181 2,096 2,128 2,164 2,017

Non Interest Income 803 617 521 586 616 650 676 722 774

Net Operating Income 2,783 2,937 3,106 2,909 2,797 2,747 2,804 2,887 2,791

Operating Expenses -935 -868 -876 -894 -1,005 -918 -924 -937 -891

Impairment charge -1,123 -1,365 -1,485 -1,201 -1,014 -1,029 -985 -883 -845

Profit Before Taxation 725 704 746 814 778 799 895 1,068 1,055

Tax expense 29 -1 -43 -48 -54 -56 -62 -74 -73

Profit for the year 754 703 704 765 724 744 833 993 981

Balance sheet (QR Mn) 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E

Cash and balances with Central Bank 5,804 6,895 5,887 3,668 6,341 8,463 10,495 12,198 13,659

Due from banks 7,757 3,674 5,365 8,651 9,083 9,538 10,014 10,515 11,041

Loans & advances to customers 65,784 65,450 62,667 58,079 58,263 59,137 60,320 62,129 64,304

Investment securities/associates 26,571 24,678 25,094 24,974 26,222 27,534 28,910 30,356 31,874

Property and Equipment/Intangibles 724 714 689 665 525 388 248 104 -35

Other Assets 1,569 2,130 1,401 1,609 1,689 1,773 1,862 1,955 2,053

Total Assets 108,208 103,540 101,103 97,645 102,124 106,833 111,850 117,257 122,895

LIABILITIES AND SHAREHOLDER'S EQUITY

Due to banks 24,037 23,037 22,511 19,239 20,201 21,211 22,272 23,385 24,554

Customers' deposits 58,464 55,054 50,356 50,130 52,636 55,268 58,031 60,933 63,980

Debt Securities 473 328 1,892 2,516 2,642 2,774 2,913 3,059 3,212

Other Borrowings 6,859 8,217 9,738 8,891 9,336 9,802 10,293 10,807 11,347

Other Liabilities 5,058 3,110 2,351 2,790 2,929 3,076 3,230 3,391 3,561

Total Liabilities 94,891 89,746 86,847 83,566 87,744 92,132 96,738 101,575 106,654

Paid-up Capital 3,100 3,100 3,100 3,100 3,100 3,100 3,100 3,100 3,100

Other Reserves 6,039 6,035 6,222 6,202 6,202 6,202 6,202 6,202 6,202

Retained earnings 179 660 933 776 1,077 1,398 1,809 2,380 2,938

Shareholder's Equity 9,318 9,795 10,256 10,079 10,380 10,701 11,111 11,682 12,241

Non - Controlling Interests 0 0 0 0 0 0 0 0 0

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

Total Equity 13,318 13,795 14,256 14,079 14,380 14,701 15,111 15,682 16,241

Total Liabilities and Equity 108,208 103,540 101,103 97,645 102,124 106,833 111,850 117,257 122,895

Cash Flow Statement (QR Mn) 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E

Cash flow from operating activities 1,421 -3,146 -2,061 810 3,774 3,256 3,202 2,911 2,708

Cash flow from investing activities -5,212 1,964 -415 -169 -1,249 -1,311 -1,377 -1,446 -1,518

Cash flow from financing activities 1,210 985 2,833 -898 148 176 206 238 271

Net change in cash -2,581 -197 356 -257 2,673 2,122 2,032 1,703 1,461

Cash at the end of period 7,199 7,002 7,358 7,101 6,341 8,463 10,495 12,198 13,659
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Key ratios 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E

Operating performance

Yield on average earning assets 4.2% 3.6% 3.4% 4.1% 4.5% 4.5% 4.7% 4.7% 4.6%

Cost of funds 2.6% 1.6% 1.1% 2.0% 2.5% 2.5% 2.7% 2.7% 2.8%

Interest spread 1.6% 2.0% 2.4% 2.1% 2.0% 2.0% 2.0% 2.0% 1.8%

NIM 1.9% 2.3% 2.6% 2.4% 2.3% 2.2% 2.1% 2.1% 1.9%

Interest income/operating income 151.5% 127.5% 114.5% 135.6% 152.3% 155.7% 164.1% 164.9% 173.5%

Net interest income/operating income 71.2% 79.0% 83.2% 79.8% 78.1% 76.5% 76.0% 75.1% 72.4%

Non interest income/operating income 28.8% 21.0% 16.8% 20.2% 21.9% 23.5% 24.0% 24.9% 27.6%

Cost to income ratio 33.6% 29.5% 28.2% 30.7% 36.0% 33.5% 33.0% 32.5% 32.0%

Liquidity

Net Loan to Deposit Ratio 112.5% 118.9% 124.4% 115.9% 110.7% 107.0% 103.9% 102.0% 100.5%

Customer deposits/total deposits 70.9% 70.5% 69.1% 72.3% 72.3% 72.3% 72.3% 72.3% 72.3%

Net loans to customer deposits 112.5% 118.9% 124.4% 115.9% 110.7% 107.0% 103.9% 102.0% 100.5%

Investments/total assets 24.5% 23.8% 24.8% 25.6% 25.7% 25.8% 25.8% 25.9% 25.9%

Asset quality

Stage 1 loan ratio 67.0% 65.9% 65.4% 62.7% 63.0% 63.0% 63.0% 63.0% 63.0%

Stage 2 loan ratio 27.2% 28.1% 28.8% 30.9% 31.0% 31.5% 32.0% 32.5% 32.5%

Gross NPL ratio 5.8% 6.0% 5.8% 6.4% 6.0% 5.5% 5.0% 4.5% 4.5%

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

NPL Coverage 124.4% 81.4% 77.5% 87.1% 88.3% 96.4% 106.0% 117.8% 117.8%

Cost of credit 1.6% 2.0% 2.2% 1.6% 1.6% 1.6% 1.5% 1.3% 1.2%

Stage 1 coverage 0.3% 0.3% 0.3% 0.2% 0.3% 0.3% 0.3% 0.3% 0.3%

Stage 2 coverage 7.4% 5.1% 4.5% 5.1% 4.7% 5.6% 6.4% 7.3% 7.3%

Stage 3 coverage 86.3% 54.0% 51.4% 60.5% 61.0% 61.0% 61.0% 61.0% 61.0%

Capital adequacy

Tier I ratio 16.6% 18.6% 19.0% 18.8% 18.8% 18.3% 18.0% 17.8% 17.6%

Tier II ratio 1.2% 1.1% 1.1% 1.1% 1.1% 1.0% 1.0% 1.0% 0.9%

CAR 17.7% 19.8% 20.2% 19.9% 19.9% 19.4% 19.0% 18.8% 18.5%

Net Equity to Gross Loans 13.1% 14.2% 15.6% 16.4% 16.9% 17.1% 17.4% 17.8% 18.0%

Net Equity to Total Assets 8.6% 9.5% 10.1% 10.3% 10.2% 10.0% 9.9% 10.0% 10.0%

Return ratios

Reported ROE 5.8% 5.2% 5.0% 5.4% 5.1% 5.1% 5.6% 6.5% 6.1%

Adjusted ROE 5.9% 5.2% 5.1% 5.7% 5.3% 5.3% 5.9% 7.0% 6.6%

ROA 0.5% 0.5% 0.5% 0.6% 0.5% 0.5% 0.6% 0.7% 0.7%

RoRWA 0.7% 0.7% 0.7% 0.8% 0.7% 0.7% 0.8% 0.9% 0.9%

Per share ratios

EPS 0.17 0.16 0.16 0.19 0.17 0.18 0.21 0.26 0.26

BVPS 3.01 3.16 3.31 3.25 3.35 3.45 3.58 3.77 3.95

DPS 0.00 0.08 0.08 0.08 0.08 0.08 0.08 0.08 0.08

Valuation

Price 2.7 2.3 2.9 1.9 1.6 1.6 1.6 1.6 1.6

P/E 15.9 14.1 17.9 10.4 9.4 9.1 7.8 6.3 6.3

P/B 0.9 0.7 0.9 0.6 0.5 0.5 0.5 0.4 0.4

Dividend Yield 0.0% 3.3% 2.6% 3.9% 4.6% 4.6% 4.6% 4.6% 4.6%
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This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or 

redistributed to any other person. Persons into whose possession this document may come are required to observe these restrictions. 

Opinion expressed is our current opinion as of the date appearing on this material only. We do not undertake to advise you as to any 

change of our views expressed in this document. While we endeavor to update on a reasonable basis the information discussed in 

this material, United Securities, its subsidiaries and associated companies, their directors and employees are under no obligation to 

update or keep the information current. Also, there may be regulatory, compliance, or other reasons that prevent us from doing so. 

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change 

without notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the 

recommendations expressed herein. The information in this document has been printed on the basis of publicly available information, 

internal data and other reliable sources believed to be true and are for general guidance only. While every effort is made to ensure 

the accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors 

or omissions of the information. No one can use the information as the basis for any claim, demand or cause of action.  

Recipients of this material should rely on their own investigations and take their own professional advice. Each recipient of this 

document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the 

securities of companies referred to in this document (including the merits and risks involved), and should consult their own advisors 

to determine the merits and risks of such an investment. Price and value of the investments referred to in this material may go up or 

down. Past performance is not a guide for future performance. United Securities LLC, and affiliates, including the analyst who has 

issued this report, may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities 

of the companies mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation 

or act as advisor or have other potential conflict of interest with respect to company/ies mentioned herein or inconsistent with any 

recommendation and related information and opinions. United Securities LLC and affiliates may seek to provide or have engaged in 

providing corporate finance, investment banking or other advisory services in a merger or specific transaction to the companies 

referred to in this report, as on the date of this report or in the past.  


