A

Capital

Jlints ugl

Uthar Capital

Research

Bank Nizwa (BKNZ) - 1Q24 Result Review

Analyst: Neetika Gupta
+968 24949036 | neetika@u-capital.net

Recommendation: Hold Target Price (TP), OMR: 0.102

Reco Date: 25 July 2023 (Rating Issued) Upside / (Downside): 2%
Date: 15-Apr-24

Bloomberg Ticker BKNZ OM

Current Market Price (OMR) 0.100 60,000 -

52wk High / Low (OMR) 0.102/0.092 50,000 [ 0104

12m Average Vol. (000) 9114 ’ r 0102

Mkt. Cap. (USD/OMR mn) 581 /224 40,000 - - 0.100

Shares Outstanding (mn) 2,237.0 30,000 - - 0.098

Free Float (%) 87% 20,000 - 0.096

3m Avg Daily Turnover (000) 74.1 L 0.094

6m Avg Daily Turnover (000) 61.1 10,000 + - 0.092
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Bank Nizwa 's 1Q24 net profit increased 10% YoY and down 28% QoQ, missing U Capital estimates
BKNZ posted net profit of OMR 3.9mn, +10% YoY and down 28% QoQ - below U Capital estimate for the quarter. The Bank reported lower than expected ECL

charges in the quarter. The ECL charges for 1Q24 are 2.2m compared to U Capital estimate of 2.5m, down 27% YoY.

Operating Income flat YoY and Operating Profit decreased YoY on higher expenses
The bank has posted quarterly operating income at OMR 13.5mn, flat% YoY and down 8% QoQ, 7% below our estimate. Its operating expenses increased 4% YoY,
in line with our estimates. This resulted in an Operating Profit decrease of 6%YoY, although 5% up QoQ to OMR 6.8mn.

Net Islamic financing and customer deposits in line with U Capital estimates

The bank has posted a 13%YoY growth and +5% QoQ increase for its net Islamic financing portfolio. Its customer deposits increased by 12%YoY and 4%QoQ.
Loans-to-Customer Deposits Ratio rose to 104.4% in 1Q24 vs. 103.3% in 4Q23, vs. 103.1% a year ago.

U Capital view

We maintain Hold rating on Bank Nizwa with a target price of OMR 0.102. BKNZ is currently trading at P/BV 2024e of 0.8x.

Income Statement

(OMR mn) 1Q23  2Q23  3Q23  4Q23 1024  1Q24eYoY (%) QoQ (%) Var (%)  1Q23  1Q24 YoY (%)
Operating Income 13.7 13.4 13.5 14.7 13.5 14.6 -1% -8% 7% 137 13.5 -1%
Operating expenses (6.5) (6.4) (6.4) (8.3) (6.7) (6.8) 4% -19% 0% (6.5) (6.7) 4%
Operating Profit 7.2 7.0 7.1 6.4 6.8 7.8 -6% 5%  -14% 7.2 6.8 -6%
Net ECL charge (3.0) (2.7) (1.8) (0.4) (2.2) " (25) -27% NM  -13% (3.0) (2.2) -27%
Profit Before Tax 4.1 4.3 5.3 6.1 4.5 5.3 10% -25% -14% 4.1 4.5 10%
Tax (0.6) (0.6) (0.8) (0.7) (0.7) " (0.7) 10% -5% 7% (0.6) (0.7) 10%
Net Profit 3.5 3.7 4.5 5.3 3.9 4.5 10% -28%  -15% 3.5 3.9 10%

Balance Sheet

(OMR mn) 1023  2Q23  3Q23  4Q23 1024 1Q24eYoY (%) QoQ (%) Var (%)

Assets 1,497 1560 1,632 1,608 1,668 1,653 11% 4% 1%
Shareholders' Equity 240 244 252 253 251 258 4% -1% -3%
Net Islamic Financing 1,257 1,296 1,321 1,360 1,423 1,401 13% 5% 2%
Cus. Dep & Islamic Equity Inv. 1,219 1279 1,341 1,316 1,363 1,302 12% 4% 5%

Key Ratios

1Q23  2Q23  3Q23  4Q23 1024 1Q24e
Cost to Income 47.6% 478% 474% 564% 50.0% 464%
Loans to Customer Deposits 103.1% 1013% 985% 103.3% 1044% 107.6%
ROaE 5.8% 6.1% 71% 8.4% 6.2% 8.1%
Annualized EPS (OMR) 0.009 0.010 0.012 0.014 0.007 0.008
BVPS (OMR) 0160 0.163 0.168 0.169 0.112 0.115
TTM P/E (x) 10.7
P/BV (x) 0.9
Source: Company Reports, U Capital Research
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Recommendation
BUY Greater than 20%
ACCUMULATE Between +10% and +20%
HOLD Between +10% and -10%
REDUCE Between -10% and -20%
SELL Lower than -20%
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Disclaimer: This report has been prepared by Ubhar Capital (U Capital) Research and is provided for information purposes only. Under no
circumstances is it to be used or considered as an offer to sell or solicitation of any offer to buy. While all reasonable care has been taken to ensure
that the information contained therein is not untrue or misleading at the time of publication, we make no representation as to its accuracy or
completeness and it should not be relied upon as such. The company accepts no responsibility whatsoever for any direct or indirect consequential
loss arising from any use of this report or its contents. All opinions and estimates included in this document constitute U Capital Research team’s
judgment as at the date of production of this report and are subject to change without notice. This report may not be reproduced, distributed or
published by any recipient for any other purpose.
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