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Banking Bank Dhofar

First Cut — Bank Dhofar

Operating Income growth flat YoY: Bank Dhofar reported its 1Q24 total operating income at RO 38.2mn, a 0.6 YoY and
8.2% QoQ growth. The operating income was largely driven by increase in fee and other income which increased by 12.8%
YoY. The net interest income and Islamic financing income declined by 2.8% YoY as the net interest margins declined due
to high cost of deposits and consequently higher interest outflow.

Operating expenses inch up: The bank reported an 1Q24 operating expense of RO 18.5 mn vs. 17.1mn in 1Q23, an
increase of 7.9% YoY, however on a sequential basis this was flat at 0.2% QoQ. The cost to income ratio in 1Q24 increased
to 48.3% as compared to 45.0% in 1Q23, resulting in decline in operating profit on a YoY basis by 5.3%. The increase in
operating expenses can be attributed to the increase in spendings due to branch expansion.

Provision expenses reports decline in 1Q24: The provision expenses for 1Q24 stood at RO 7.3mn, a significant decline
both on sequential and yearly basis by 24.5% and 19.7% respectively. The decline in impairment charge helped improve
cost of risk 26bps YoY.

Net Income below our estimates: The bank reported a 1Q24 profit after tax of RO 10.8mn, a 7.8% YoY, despite decline
in operating profit, as this was offset by improvement in provisions. The reported profits are however lower than our
estimates of RO 11.6mn.

Loan to deposits ratio fall: The loan book for 1Q24 stood at RO 3.7bn, a 1.6% decline QoQ and 7% increase YoY, while
the deposits grew at a faster pace of 6.1% QoQ and 19.2% YoY, resulting in the loan to deposit ratio declining from 118%
in 1Q23 to 106% in 1Q24. The higher growth in deposits was on account of increase in branch expansion giving headroom
for loan growth.

The bank is currently trading at 2024e PB of 0.8x and 2024e PE of 11.6x. We retain our NEUTRAL rating on the stock with
TP of RO 0.152/Share

in RO mn 1Q24 4Q23 QoQ (%) 1Q23 YoY (%) 2023A 2022A YoY 2024E  2023A
Operating Income 38.2 35.3 8.2% 38.0 0.6% 144.1 143.2 0.7%| 154.7 144.1
Operating Expenses 18.5 18.4 0.2% 17.1 7.9% 68.6 69.7 -1.5% 71.3 68.6
Operating Profit 19.8 16.9 17.0% 20.9 -5.3% 75.4 73.5 2.7% 83.4 75.4
Provision Expenses 7.3 9.7 -24.5% 9.1 -19.7% 31.6 33.3 -5.0% 34.8 31.6
Profit before tax 12,5 7.2 72.1% 11.8 5.8% 43.8 40.2 9.0% 48.6 43.8
Taxation 1.7 -0.5 -465.6% 1.8 -5.5% 5.0 6.0 -16.8% 7.3 5.0
Profit after tax* 10.8 7.7 40.2% 10.0 7.8% 38.8 34.2 13.6% 41.3 38.8
Loan Book 3,707 3,766 -1.6%| 3,464 7.0% 3,766 3,430 9.8%| 3,867 3,766
Deposits 3,499 3,299 6.1%| 2,937 19.2% 3,299 2,892 14.1%| 3,354 3,299
Total Equity* 563 577 -2.6% 557 1.1% 577 562 2.8% 590 577
Cost to Income 48.31% 52.18% 45.08% 47.64%  48.68% 46.11% 47.64%
Cost of credit 0.79%  1.03% 1.05% 0.84% 0.97% 0.90%  0.84%
Loan to Deposit 105.94% 114.14% 117.95% 114.14% 118.63% 115.29% 114.14%
Reported ROE 7.68%  5.34% 7.20% 6.72% 6.09% 7.01% 6.72%
Earnings Per Share (2024E) 0.013 0.014

Book Value Per Share (2024E) 0.193 0.197

PE 12.35 11.60

PB 1.20 0.81

*excluding Tier 1 bonds/interest
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Rating Criteria and Definitions

Rating Rating Definitions

Strong Buy This recommendation is used for stocks whose current market price
offers a deep discount to our 12-Month target price and has an
>20% upside potential in excess of 20%
Buy This recommendation is used for stocks whose current market price
offers a discount to our 12-Month target price and has an upside
potential between 10% to 20%
I 0%-10% Hold This recommendation is used for stocks whose current market price

10-20%

offers a discount to our 12-Month target price and has an upside
i potential between 0% to 10%

Strong Buy Hold Neutral Neutral This recommendation is used for stocks whose current market price

Buy offers a premium to our 12-Month target price and has a downside
0% to 0% sid_e potential betWt_een_O% to -10% i

Sell This recommendation is used for stocks whose current market price

offers a premium to our 12-Month target price and has a downside
1010 - side potential between -10% to -20%
209%% Strong Sell  This recommendation is used for stocks whose current market price
offers a premium to our 12-Month target price and has a downside
>-20% side potential in excess of 20%

Not rated This recommendation used for stocks which does not form part of
Coverage Universe

Disclaimer

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.



