QNBFS Alert – DHBK 3Q2014 Net Income Falls Short of Expectations
•DHBK’s 3Q2014 net income drops by 10.2% QoQ on the back of weak non-interest income.
DHBK reported a net profit of QR348.1mn vs. our estimate of QR369.7mn, falling short of our
expectations as well as Bloomberg consensus. On a QoQ basis net profit declined by 10.2% (+5.9%
YoY) due to a substantial drop in non-interest income (down 14.5%), reaching QR225.1mn. Doha
Bank registered a net interest income of QR488.7mn, exhibiting flat performance QoQ (+6.0 YoY)
Thus, the annualized NIM was flat QoQ at ~3.01% vs. ~3.09% in 1Q2014 and ~3.29% in 3Q2013.
Fees & commissions stood at QR131.2mn, sliding by 4.3% QoQ (+42.7% YoY). Moreover, FX
income dropped by 17.6% QoQ (down 6.3% YoY). Investment income aided in driving bottomline
growth on a YoY basis. DHBK reported gains from investment securities of QR53.8mn, surging by
85.4% YoY (down 15.0% QoQ). Operating expenses improved QoQ, dropping by 1.6% (+20.6%
YoY). However, the bank’s cost-to-income ratio deteriorated to 36.7% vs. 35.4% in 2Q2014 (34.9% in
3Q2013). DHBK reported provisions of QR100.0mn (inline with our expectations)
•Loans receded QoQ. Doha Bank’s loan book declined by 1.5% QoQ (+8.6% YTD). Moreover,
deposits followed suit, declining by 1.1% QoQ (+3.4% YTD). Thus, Doha Bank’s LDR rested at 101%
at the end of 3Q2014 vs. 102% in 2Q2014 (2013: 97%). As far as asset quality is concerned, the bank’s
NPLs increased QoQ and YTD with the NPL ratio increasing to 3.27% vs. 2.87% in 2Q2014 (2013:
3.01%). However, the coverage ratio remained intact at 103% vs. 107% in 2Q2014 (2013: 97%).
•We maintain our target price of QR74.00/share and rate the stock an Outperform. DHBK trades
at P/B and P/E of 1.6x and 10.6x on our 2014 estimates, respectively.
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