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BANK MUSCAT (BMAO.OM)

e Bank Muscat announced its preliminary results for 1H2009, where net profit stood at RO 60.4 million, 4% over 1H2008. The
net profit for 1H2009 includes a post tax gain of RO 53.2 million from the bank’s sale of its stake in India’s HDFC Bank.

e Net profit for 2Q2009 amounted to RO 12 million. The net profit in 2Q2009 includes RO 17.9 million in post tax gains from
the sale of Bank Muscat’s remaining stake in HDFC. Excluding this gain, Bank Muscat would have incurred a loss of close to
RO 5.9 million in 2Q2009. However, results of the 2Q2009 also include a gross loan loss provisioning charge of around RO
40.2 million. In mid-June 2009, Bank Muscat announced a direct exposure of around RO 49 million to two troubled Saudi
groups, namely, the Al Gosaibi Group and the Saad Group. It is not yet known how much of the total provisioning charge (RO
40.2 million) relates to the exposure to the these two groups. An additional loss (realized and unrealized) of RO 1.9 million
on the bank’s available-for-sale portfolio was incurred in 2Q2009, following a similar loss of RO 7.5 million in 1Q2009.

e On a more positive note, net interest income reached RO 43.8 million in 2Q2009, growing 16% y-on-y and 11% g-on-q. Cost
control was impressive, with operating expenses dropping 6% y-on-y, and nearly 1% g-on-q.

e Lending was weak with net loans growing by 1% in 2Q2009, following a similar 1% growth in 1Q2009. Deposits, including
CDs, were nearly flat in 2Q2009, standing at RO 3.2 billion.

e Provisioning aside, the results still carry some positive indicators. There is a rebound in net interest income, indicating an
increase in spreads, reflecting the loan re-pricing that Bank Muscat is resorting to. Normalized non-interest income in 1H2009
is still below the same period in 2008; however, Bank Muscat’s disclosure indicates that normalized non-interest income has
witnessed an improvement in 2Q2009. Moreover, cost control has been impressive. From the jump in provisioning, it looks
like Bank Muscat has provisioned for a large amount of its exposure to the two mentioned Saudi groups, although we cannot
put a figure on that right now.

e We will wait for the release of the full financial statement to better assess the situation and see if a change in fair value is
warranted.
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DISCLAIMER

This document and its contents are prepared for your personal information purposes only and do not constitute
an offer, or the solicitation of an offer, to buy or sell a security or enter into any other agreement. Projections of
potential risk or return are illustrative, and should not be taken as limitations of the maximum possible loss or gain.
The information and any views expressed are given as of the date of writing and are subject to change. While
the information has been obtained from sources believed to be reliable, we do not represent that it is accurate
or complete and it should not be relied on as such. Watani Investment Company (NBK Capital), its affiliates and
subsidiaries accept no liability for any direct, indirect or consequential loss arising from use of this document or its
contents. At any time, the employees of NBK Capital and its affiliates and subsidiaries may, at their discretion ,hold
a position, subject to change, in any securities or instruments referred to, or provide services to the issuer of those
securities or instruments.
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