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BANK MUSCAT (BMAO.OM)

Bank Muscat was the first GCC bank to confirm its exposures to the Al Gosaibi Group and the Saad Group in Saudi Arabia
amounting to RO 66 million (directly and indirectly).

e While we view favorably Bank Muscat’s efforts in being transparent, it is still unclear as to what amount of provisions the bank
will take, if any, on these exposures.

e Given the limited information available at this time, we will be monitoring the matter closely and update our forecasts if
needed. At the end of 1Q2009, Bank Muscat’s NPL coverage ratio had reached 150% which certainly provides a cushion for
the bank. Moreover, we were already anticipating a deterioration of NPLs in 2009 and 2010 to reach 2.6% and 3.2% of gross
loans, respectively. Accordingly, we forecast an increase of loan loss provisions by RO 37.9 million in 2009 and an additional
RO 34.2 million in 2010.

e Following the announcement on June 11th, Bank Muscat’s stock price has dropped by 6.6% to RO 0.678. Our current fair
value of RO 0.990 stands 46% above the share’s closing price. We expect the share price to continue to face more pressure
in the short term until the market has more visibility on the matter.

e Bank Muscat's total exposures amounted to approximately RO 66 million; RO 49 million directly through its Riyadh branch
and RO 17 million indirectly through its unconsolidated Bahraini subsidiary, namely Bank Muscat International Bank (BMI).
Bank Muscat’s exposure of RO 49 million to the groups represents almost a fifth of the net loans extended outside of Oman as
of December 2008. However, it only represents 1.3% of the bank’s net loans and advances. BMI's RO 17 million exposure as a
share of net loans is slightly higher, at around 4%. The bank has indicated that both the exposures are to operating companies
of the group and that they have no exposure to International Banking Corporation, Bahrain and Awal Bank, Bahrain, which are
a part of these groups. Furthermore, the groups are in the process of restructuring their debts with the help of advisors.
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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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