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Operating income in line with our estimate

The bank posted an operating income of OMR 16.5mn for 2Q21 which is in line with our estimate of OMR 16.9mn. Operating income reported by the bank was
down 8.1% YoY and 0.6% QoQ in 2Q21. Operating expenses were also inline with our estimates at OMR 13.1mn for 2Q21. Operating profit reported by the bank
was at OMR 3.4mn compared to U Capital estimate of OMR 3.8mn.

Net Profit for 2Q21 beats our estimate on a net ECL release of OMR 3.5mn for 2Q21

The bank posted a net ECL release of OMR 3.5mn in 2Q21, as compared to a net ECL release of OMR 2.2mn in 1Q21. The bank booked sizable ECL provisions in
2020, and with improvement in overall outlook U Capital also estimated an ECL release of OMR 1.5mn, however it was lower than the actual release of OMR
3.5mn.

Customer deposits witnessed growth of 0.4% YoY whereas net loans declined on YoY basis by 8.8% in 2Q21
Net loans of the bank declined by 8.8%YoY and 1.0%QoQ while customer deposits rose by 0.4%YoY but were down 4.0% in QoQ. Loan-to-deposit ratio stood at
69.3% in 2Q21vs. 67.3% in 1Q21 and 76.3% a year ago at the end of 2Q20.

Income Statement

(OMR mn) 1Q20 2Q20 1Q21 2Q21 2Q21e YoY (%) QoQ (%) Var (%)
Operating Income 19.0 18.0 16.6 16.5 16.9 -8.1% -0.6% -2.2%
Operating expenses (12.2) (11.4) (13.6) (13.1) (13.1) 14.8% -3.7% 0.4%
Operating Profit 6.9 6.5 3.0 34 3.8 -48.0% 13.3% -10.8%
Net ECL charge (11.3) (6.0) 2.2 3.5 15 -158.6% 59.1% 133.3%
Net Profit (4.5) 13 43 5.7 45 347.4% 32.6% 26.2%
Balance Sheet
(OMR mn) 1Q20 2Q20 1Q21 2Q21
Assets 2,543 2,403 2,480 2,364
Shareholders' Equity 331 332 331 337
Net Loans 1,522 1,461 1,347 1,333
Customers' Deposits 2,074 1,914 2,002 1,923
Key Ratios

1Q20 2Q20 1Q21 2Q21
Cost to Income 64.0% 63.5% 81.9% 79.4%
Loans to Customer Deposits 73.4% 76.3% 67.3% 69.3%

Source: Company Reports, MSX, U Capital Research
Date: 14 July 2021
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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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