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Recommendation

Pre issue Post issue

0.573 0.554

8.1 8.8

1.1 1.1

Dividend Yield 4.4% 3.8%

Shares O/S 1,812 2,039

1.4 1.4

OMR USD
1,038 2,697

868 2,254

Financials (mn) 2011A 1Q12 2012E
NII 212 54 223

Operating income 294 79 314

Net profit 118 33 129

Net loans 4,819 4,988 5,402

Total Deposits 4,850 5,055 5,551

Ratios 2011A 1Q12 FY2012E
NII/Other income 2.58 2.21 2.30

ROE 13% 14% 14%

BVPS 0.56 0.48 0.53

EPS 0.08 0.02 0.07

DPS 0.03 0.03 0.02

1M 3M 12M

Bank Muscat -3% -5% -8%

MSM30 -1% -4% -6%

1D 10D 3M

Volume (mn) 0.49 0.62 0.71

High Low
0.647 0.535

6,045 5,408

Valuation Summary (FY12E)

CMP

PER

PBV

Strong Buy

12 Month target price 0.744

Upside potential (Adj.) 33%

(mn)
Market Cap

Book value of Equity (LFI)

Price performance

Beta

Post rights Paid up shares - 2.04 Billion

Average daily Trading

52 week 
Bank Muscat

MSM30 Index

Offer Snapshot

Face value of share - RO 0.100

Rights issue price - RO 0.427

Pre-issue Paid up capital - RO 181.2 Million

Pre-issue Paid up shares - 1.81 Billion

Shares on Offer - 226.5 Million (12.5%)

Post rights Paid up capital - RO 203.8 Million

Subscription calander

Record date for rights: 02 July 2012

Listing of rights in MSM: 08 July 2012

Opening date of subscription: 09 July 2012

Closing of rights trading: 15 July 2012

Closing date of subscription: 23 July 2012

Allotment and listing: 07 August 2012
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Bank Muscat announced details of its planned rights issue today. 
The bank will be raising RO 96.71 million by issuing 226.50 million 
shares at a price of RO 0.427/share. In contrast to the earlier 
announcement made by the bank where it said the rights issue would 
be at 20% discount to the market price, the board of directors 
decided to offer 25% discount to the closing price of the bank’s 
shares on 24th June 2012. Record date for the rights issue will be 02 
July 2012. Subscription will start on 09 July and will close on 23 July 
2012.  
 
The issue proceeds will be utilised for supporting the bank’s intention 
to start Islamic banking services once the regulations and approvals 
are in place. Additionally, the proceeds will be utilised for supporting 
the credit business growth of the bank. The bank has indicated that 
actual allocation to Islamic Banking operations will be determined by 
business opportunities.  
 
If fully subscribed, the rights issue would help Bank Muscat to 
increase its FY12E equity by 10% to RO 1.06 billion and account for 
9.13% of post dilution equity. Additionally, the Tier 1 ratio would be 
boosted up by 244 bps to 13.60% from our earlier FY12E estimate of 
11.15%.  The offer price of RO 0.427 is at a discount of 11% to the 
latest reported book value of RO 0.479/share. Even though the issue 
appears to be 9.8% dilutive to FY12E ROAE, we estimate it to be 
only 6% dilutive to FY13E ROE, and supportive for post FY13 
business growth. We expect the bank to achieve 12.7% and 12.0% 
ROE in FY12E and FY13E respectively.  
 
As a result of the new regulations set out by the CBO in the recent 
past, we expect retail lending growth to remain muted till FY13E. 
However, we anticipate the growth momentum in project based 
lending to infrastructure development sector to remain robust and 
Bank Muscat being the major player, has the potential to lead the 
market in big ticket projects.  
 
Even after adjusting for the dilution impacts, Bank Muscat’s valuations 
remain at attractive levels of 1.07x FY12E PBV and 8.8x FY12E PER. We 
adjust our 12 month target price to RO 0.744 in order to capture the impact 
of the rights issue. Considering the 33% upside potential that is being 
offered by the stock, we maintain our strong buy recommendation on the 
shares of Bank Muscat.    
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Neutral This recommendation is used for stocks whose current market price

offers a premium to our 12-Month target price and has a downside

side potential between 0% to -10%

 Rating Criteria and Definitions

Strong Sell This recommendation is used for stocks whose current market price

offers a premium to our 12-Month target price and has a downside

side potential in excess of 20%

Rating DefinitionsRating 

Hold

This recommendation is used for stocks whose current market price

offers a deep discount to our 12-Month target price and has an

upside potential in excess of 20%

Strong Buy

This recommendation is used for stocks whose current market price

offers a premium to our 12-Month target price and has a downside

side potential between -10% to -20%

This recommendation is used for stocks whose current market price

offers a discount to our 12-Month target price and has an upside

potential between 0% to 10%

Buy This recommendation is used for stocks whose current market price

offers a discount to our 12-Month target price and has an upside

potential between 10% to 20%

Not rated This recommendation used for stocks which does not form part of

Coverage Universe

Sell

Disclaimer

>20%

10-20%

0%-10%

-10% to 0%

-10 to -

20%%

>-20%

Strong

Buy

Buy Hold Neutral Sell Strong

Sell

This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or 
redistributed to any other person. Persons into whose possession this document may come are required to observe these restrictions. 
Opinion expressed is our current opinion as of the date appearing on this material only. We do not undertake to advise you as to any 
change of our views expressed in this document. While we endeavor to update on a reasonable basis the information discussed in this 
material, United Securities, its subsidiaries and associated companies, their directors and employees are under no obligation to update 
or keep the information current. Also, there may be regulatory, compliance, or other reasons that prevent us from doing so. Prospective 
investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. 
Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations 
expressed herein. The information in this document has been printed on the basis of publicly available information, internal data and 
other reliable sources believed to be true and are for general guidance only. While every effort is made to ensure the accuracy and 
completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the 
information. No one can use the information as the basis for any claim, demand or cause of action. Recipients of this material should rely 
on their own investigations and take their own professional advice. Each recipient of this document should make such investigations as it 
deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document 
(including the merits and risks involved), and should consult their own advisors to determine the merits and risks of such an investment. 
Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future 
performance. United Securities LLC, and affiliates, including the analyst who has issued this report, may, on the date of this report, and 
from time to time, have long or short positions in, and buy or sell the securities of the companies mentioned herein or engage in any 
other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential conflict of 
interest with respect to company/ies mentioned herein or inconsistent with any recommendation and related information and opinions. 
United Securities LLC and affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other
advisory services in a merger or specific transaction to the companies referred to in this report, as on the date of this report or in the 
past.  

 


