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Analyst Comment

Bank Muscat (BMAO.OM)
January 27, 2009

Bank Muscat proposed a RO 0.02 cash dividend per share for 2008. This amounts to RO 21.54
million and results in a dividend payout ratio of 23% for 2008. At the same time, Bank Muscat
also announced the issuance of mandatory convertible securities in the amount of RO 32.31
million for existing shareholders, carrying a coupon rate of 7% per annum. The bonds will be
issued to existing shareholders; hence, shareholders will not face any ownership dilution.

Fifty percent of the bonds will be converted in three years and the remaining 50% will be converted
in five years. The conversion price will be reached by applying a 20% discount to Bank Muscat’s
average share price in the three months preceding the conversion. The bonds will be listed on
the Muscat Securities Market.

Bank Muscat’s dividend payout ratio has consistently been over 43% between 2003 and 2007.
The significant impairment losses incurred in 4Q2008 and the on-going global and regional
financial trouble, which makes the incurring of additional impairment losses likely in 2009, might
have been reasons for lowering the cash dividend proposed for 2008 and, instead, issuing
convertible securities.
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