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Bank Muscat's 3Q23 net profit in-line with our estimates despite higher ECL charges

Bank Muscat posted a net profit of OMR 54.6mn in 3Q23, up by 11%YoY and 3%QoQ, in line with our estimate. Net profit for 9M23 is
higher by 7% YoY. Its net interest & Islamic financing income for 3Q23 increased 9% YoY and 4%QoQ, 6% ahead of our estimate. Other
operating income decreased 6% YoY and 4%QoQ. BKMB's 3Q23 operating income was up 4% YoY and up 1%QoQ at OMR 129.8mn for

Operating expense decline surprised positively, yet again, while net ECL charges surprised negatively

The bank's operating expenses declined 8%YoY, 18% below our estimate. Cost to income ratio is a record low 37.8% for 3Q23 after a low
level reported in 2Q23 at 38.1%. The bank's operating profit, up 14% YoY is exactly in line with our estimate. In 9M23, net ECL charges
areup 13% YoY, and in 3Q23, net ECL charges are up 27% YoY and up 2% QoQ, 9% ahead of our estimate.

Net loans & Islamic financing growth is in line with estimate and Customer Deposit up YoY and QoQ, 4% below our estimate

The bank has posted a 7%YoY increase in its net loans & Islamic financing portfolio, in line with our estimates. Its customer deposits
increased 9%YoY and 4%QoQ, 4% lower than our estimate. Loan-to- Customer Deposit Ratio is 104.0% in 3Q23 vs. 108.8% in 2Q23 and
106% in 3Q22.

U Capital view

In-line set of results. We are encouraged with the consistent progress on the cost-to-income ratio. The cost-to-income ratio has consistently
declined for the last 5 quarters now. We maintain our target price at OMR 0.310 and Accumulate rating on the stock. Bank Muscat is
currently trading at a P/B of 1.2x, compared to peer average P/B 2023e stands at 0.96x.

Income Statement

(OMR mn) 3Q22 4Q22 1Q23 2Q23 3Q23 3Q23e/0Y (%) 20Q (%) Var (%) 9M22 9M23 YoY (%)
Net Interest & Islamic Finance Income 88.7 89.9 91.7 93.0 96.3 90.9 9% 4% 6% 254.9 281.0 10%
Other operating income 35.8 45.2 31.6 35.1 33.6 49.2 -6% -4% -32% 112.8 100.2 -11%

Operating Income 124.5 135.1 123.3 128.1 129.8 140.1 4% 1% -7% 367.7 381.2 4%
Operating expenses (53.5) (563) (487) (487) (49.0) (595)  -8% 1%  -18% (151.0) (146.5) 3%
Operating Profit 71.0 78.8 74.6 79.3 80.8 80.7 14% 2% 0% 216.7 234.7 8%
Net ECL charge / net impairment (13.2) (174) (13.7) (164) (16.8) (154) 27% 2% 9%  (41.6) (46.9) 13%
Tax (88) (89)  (96) (99)  (94) (103) 7% 5%  -8% (268)  (289) 8%
Net Profit 49.0 52.5 51.3 53.0 54.6 55.0 11% 3% -1% 148.3 158.9 7%
Balance Sheet
(OMR mn) 3Q22 4Q22 1Q23 2Q23 3Q23 3Q23e/0Y (%) 20Q (%) Var (%)
Assets 12,742 12,776 13,076 13,356 13,521 13,454 6% 1% 0%
Shareholders' Equity 2,042 1,727 1,668 1,732 1,803 1,763 -12% 4% 2%
Net Loans & Islamic Financing 9,229 9,417 9,762 9,879 9,869 10,014 7% 0% -1%
Customers' Deposits & Islamic Investm 8,709 8,647 8,992 9,084 9,485 9,862 9% 4% -4%
Key Ratios
3Q22 4Q22 1Q23  2Q23  3Q23 3Q23e
Cost to Income 43.0% 41.7% 39.5% 38.1% 37.8% 42.4%
Loans to Customer Deposits 106.0% 1089% 108.6% 108.8% 104.0% 101.5%
ROAE 9.7% 11.1% 121% 12.5% 123% 12.6%
Annualized EPS (OMR) 0.052 0.028 0.027 0.028 0.029 0.029
BVPS (OMR) 0.544 0.230 0.222 0.231 0.240 0.235
TTM P/E (x) 10.1
P/BV (x) 1.2
Source: Financials, MSX Di e, Bloomberg, U Capital Research

For our Banks sector report, click here.
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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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