QNBFS Alert – MARK Delivers Strong 3Q2017 Exceeding Estimates
• MARK continues positive earnings trend established by QNB Group. In-line with our overall thesis that
3Q earnings for important Qatari equities may please investors on the upside and establish a positive
fundamental tone for the Qatari equity market, MARK reported encouraging 3Q2017 results.
•MARK reports strong 3Q2017 net profit; beating our estimates. Masraf Al Rayan (MARK) reported a net
profit of QR542.0mn in 3Q2017 vs. QR509.6mn in 2Q2017 (QR508.7mn in 3Q2016), ahead of our estimates
by 6.6%. Net profit grew by 6.4% QoQ (+6.5% YoY).
•Net profit on a QoQ basis was driven by strong revenue and cost control. Net interest & investment
income gained by 2.7% QoQ and 21.9% YoY to QR582.5mn (in-line with our estimate of QR569.5mn; +2.3%
variation). Non-funded income increased by 16.2% QoQ (-6.5% YoY) driven by fees (+24.1% QoQ, down
17.8% YoY). Opex was flat at QR150.2mn with C/I ratio declining to 21.7% vs. 22.5% in 2Q2017.
•Margins improved. Net interest margin increased by 7bps QoQ (+13bps YoY) to 2.23%. The QoQ and YoY
improvement in NIM was led by a rise in asset yields exceeding rise in cost of funds. Yields on assets
increased by 26bps QoQ (+67bps YoY) to 4.69%, whereas cost of funds increased by only 10bps (+38bps
YoY) to 2.25%.

•Net Loans growth remained muted. Net loans inched up 0.8% QoQ (+1.3% YTD) to QR68.5bn, while
deposits receded by 1.9% QoQ (+3.5% YTD) to QR60.0bn. As such MARK’s LDR remained challenging at
114% vs. 111% in 2Q2017 (117% in FY2016).
•Asset quality remains a non-issue and is immaterial. The bank’s NPL ratio remained at 0.15% vs. 2Q2017.
•Capitalization remained robust. MARK ended 3Q2017 with a CAR of 19.2%.
•Recommendation and valuation: The stock trades at a P/TB of 2.0x on our 2017 estimates. We change our
rating to Market Perform from Reduce.
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Recommendations

Risk Ratings

Based on the range for the upside / downside offered by the 12month target price of a stock versus the current market price

Reflecting historic and expected price volatility versus the local
market average and qualitative risk analysis of fundamentals

OUTPERFORM

Greater than +20%

R-1

Significantly lower than average

ACCUMULATE

Between +10% to +20%

R-2

Lower than average

MARKET PERFORM

Between -10% to +10%

R-3

Medium / In-line with the average

REDUCE

Between -10% to -20%

R-4

Above average

UNDERPERFORM

Lower than -20%

R-5

Significantly above average
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