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• We are updating our numbers for recent developments as well as increasing our cost of capital to bring 
it in line with the rest of the banking sector. The impact of this on our estimated LTFV is to bring it down 
to QAR104.7 from QAR148.0. Exactly half of this downward revaluation is the result of the adjustment to 
the discount rate. The discount rate for Qatari banks remains significantly below that for the UAE banks.  

• The remainder relates to adjust to forecasts, the most obvious of which are reduced growth figures 
reflecting the global and local environment, reduced trading income reflecting losses to date as well as de-
risking of the investment books, and last but not least increased provisioning. Slightly paradoxically, now 
that we have run the numbers we upgrade our LT rating to Buy, reflecting increased confidence in our 
forecasts. Given the recent very strong outperformance, bouncing 90% from its low on 1 March 2009 and 
outperforming the DSM by 22%, we reduce our ST recommendation to Accumulate.  

• The loan book growth forecasts have seen the brunt of the adjustments to forecasts, reducing growth 
from 30% for each of years 2009e and 2010e to 12.5% for each year, followed by a period of recovery. As 
well as the general weakness in the economy, the high exposure to property and construction is likely to 
result in a further slowing of growth, although this may be offset by stronger growth in other parts of the 
corporate loan book. Weaker growth in turn has fed through to weaker fees and commissions, which are 
likely not to bounce back rapidly from the levels of 1Q2009. Trading & investment income will, of course, 
not see the losses from previous quarters, but the sale of the DSM listed portion of the investment book 
means that recovery into strong profits is unlikely. Indeed, most of what we include in this category is 
actually income from foreign currency transactions, which will be substantially client related. 

• While revenue expectations have decreased, we have also been able to bring down our cost expectations 
to improve our forecast cost-income ratio to 29.4% from 30.7% for 2009e, including directors’ fees. The 
bank continues to emphasise strong cost control going forward, which we believe is realistic in the short 
term. Provisioning is the main cause of uncertainty. In general, business cycles show fairly wide ranges of 
NPLs and provisioning, but setting against that a high degree of state involvement and the wealth effect, 
we would presume the numbers for Qatar are actually fairly mild even in the downturn. For CBQ in 
particular, we have not been quite as generous due to its private sector bias, its credit card exposure and 
its large property and construction exposure (albeit partially energy and infrastructure). Nevertheless, at 
just over 1.1% provisioning rate for the two weakest years, we do not believe we have over-penalised the 
valuation for any possible concerns.  
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COMPANY NOTE 
  

December Year End 2008a 2009e 2010e 2011e
Total Banking Income  2,304  2,668  2,942  3,320 
Cost / Income 33% 29% 31% 30%
Provns / Avg. Loans (bps)  20  105  105  79 
Attributable Income  1,702  1,878  1,800  2,160 
ROAE 22.1% 18.4% 17.4% 17.7%
ROAA 3.19% 2.83% 2.45% 2.59%
 
EPS  8.81  7.20  6.60  7.12 
P/E  8.2  10.0  10.9  10.1 
Dividend Yield 8.1% 9.1% 8.3% 8.3%
 P/BV   2.1  1.8  1.6  1.3 
 
Capital Adequacy 13.4% 13.8% 13.7% 15.0%
Loan Growth 35% 12% 12% 14%
Loans / Deposits 102.8% 100.7% 97.7% 98.3%
Provisions / NPLs 58% 92% 103% 107%
Figures in QAR million unless otherwise stated  
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CBQ DSM (Reb)

  

Estimate Changes 
 2008a 2009e 2010e 
(QAR mn) Old New Old New
Net Int. Inc. (mn)  1,292  1,483  1,503  1,916  1,632 
Total Banking Income  2,304  2,914  2,668  3,731  2,942 
IBP  1,554  2,021  1,884  2,614  2,029 
Net Attributable Income  1,702  2,084  1,879  2,655  1,800  

Stock Data 
Last Ex-Div Date QAR7.00 on 17 Feb 09
Mkt Cap / Shares (mn) QAR17,863 / 247.4
Av. Mthly Liqdty (mn) QAR830.7
52-Week High / Low QAR170.80 / 38.10
Bloomberg / Reuters CBQK QD / COMB.QA
Est. Free Float 87% 

 
* Prices as of  20  May 2009  
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CBQ has one of the strongest corporate banking franchises in the region with well-developed specialised 
product teams. In terms of positioning, CBQ is focused on the large private-sector corporates where it 
sees future growth. Within the personal sector, CBQ historically had significant exposure to the nascent 
mortgage market and to the credit card sector, although management no longer confirms this. Of course, 
being Qatar, CBQ also has some public sector exposure. 

While about half of the corporate and commercial loan book relates to a much-expanded real estate and 
contracting exposure, within this we understand that this is as much infrastructure and energy projects as 
residential. Consequently, while it may decline as a source of growth, not least because overall exposure 
levels are reaching a ceiling, it should not reach a complete halt. Industry and Services were the other two 
main areas of recent growth within commercial and industrial. While growth was minimal in 1Q2009, we 
expect this to increase to 12% for 2009e (vs. 35% in 2008). Going forward, we expect improvements in 
2010e and 2011e. 

The funding environment is expected to remain tight. However, the government has taken strong steps in 
adding capital to the system via direct equity injections and the underwriting of the DSM listed equity 
portfolios, and we believe that any liquidity shortfall for the system as a whole would be managed by the 
government. The Qatari banks have little external financing, although CBQ is to some extent an 
exception. Nevertheless, apart from USD150 million syndication maturing in the next few days and a 
further USD380 million maturing in November, the bulk is not due until 2011-12. 

In terms of spreads, 1Q2009 was a very strong quarter and we think it is unlikely this will prove 
sustainable, coming back down to more normal levels during the rest of the year. However, with financials 
increasingly sensitive to risk, it seems unlikely that there will be any spread pressure in the near future. 
Consequently, the overall trend will be to grow in line with loan growth expectations, albeit a little 
stronger in 2009e as the bank benefits from the good pricing environment and a little weaker in 2010e as 
this benefit is surrendered. 

Non-interest income is driven primarily by fees and commissions, which have so far been fairly resilient, 
although 1Q2009 levels were down 26% from the peak in 3Q2008. The main decline has been driven by 
the sharp drop in balance sheet growth, but we believe the trend in fees and commissions should be 
positive from here. A certain amount of restructuring of fees is possible, and the bank highlights continued 
strength in trade finance which is reflected in steady LC/LG volumes. Client investments have not been a 
big contributor to CBQ’s revenue and consequently should not be a drag on growth going forward.  

Cost control continues to be very good at less than 30% even in the current downturn. The bank 
emphasises that cost control will be a major area of focus. However, given the low cost-income ratio, and 
therefore low level of operational gearing, it seems unlikely that further cost control will make any 
substantial difference to the bottom line and the concern is always that ultimately the low cost-income 
ratio will eventually attract price competition. 

Provisioning is of course the major source of earnings uncertainty going forward. We have taken a 
sufficiently cautious view on this, expecting provisioning to double before the end of the year as a 
reflection of the general economic uncertainty, but also partially a reflection of high credit card exposure 
and significant property and construction exposure discussed above. The main negative evidence has been 
a jump in reported NPLs, due apparently to two large retail loans, with little in the way of a general 
decline. Forward indicators did suggest a worsening at the year-end stage, but not to anything that 
reflects any really dark scenario, and the bank highlights that this has not significantly deteriorated since 
then. We continue to expect, as for all banks, evidence of weakness on the retail book from 2Q2009, and 
on the corporate book thereafter. However, generally for Qatari banks we have taken a fairly sanguine 
view on the assumption that the high state ownership and the wealth effect would present a positive back 
drop for the companies. 

Overall, while the market environment looks tough, we were already assuming some significant 
normalisation of the operating environment and that has meant that the adjustment to forecasts has not 
been that significant in terms of valuation. The positive dynamics for the Qatari market are still in place, 
and we believe the stocks deserve to trade at a premium to those in riskier regional economies. However, 
broadly the 100% premium to UAE banks may seem a little excessive. 
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I. FINANCIAL FORECASTS 

Balance Sheet (December Year-End) 
QAR million, unless otherwise stated 

 2008a 2009e 2010e 2011e 2012e
Balance Sheet  
Cash & CB Deposits 3,015 6,093  6,583 7,498 8,926 
Interbank Assets  14,316 12,101  12,837 14,203 14,422 
Loans & Islamic Financing 33,898 37,818  42,292 48,176 57,094 
Financial Instruments 4,775 5,730  6,876 8,251 9,489 
Other Investments & Associates 3,641 4,006  4,406 4,847 5,331 
Other Assets 521 2,432  3,868 4,582 4,939 
Fixed Assets 1,136 909  1,022 1,159 1,343 
Goodwill  -  -  -  -  -
Total Assets 61,302 69,087  77,885 88,717 101,543 
Customer Deposits & Islamic Funding 32,967 37,554  43,303 48,995 57,183 
Capital Market Liabilities 6,096 6,596  7,096 7,596 8,128 
Interbank Liabilities 10,923 12,070  13,458 15,207 17,793 
Other Financial Liabilities  -  -  -  -  -
Other Operating Items 1,337 1,478  1,648 1,862 2,178 
Proposed Dividend 1,443 1,618  1,483 1,491 1,747 
Total Liabilities 52,767 59,315  66,988 75,151 87,028 
Shareholders' Equity 8,535 9,773  10,896 13,566 14,516 
Minorities  -  -  -  -  -
Total Liabilities & Equity 61,302 69,087  77,885 88,717 101,543  

Source: Annual Reports, EFG-Hermes estimates 

 

Income Statement (December Year-End) 
QAR million, unless otherwise stated 

 2008a 2009e  2010e 2011e 2012e 
Net Interest & Islamic Returns  1,292 1,503  1,632 1,813 2,070 
Dividend Income 39 56  62 68 75 
Fees & Commissions 943 820  886 1,009 1,202 
Trading & Investments  (58) 208  275 330 396 
Brokerage & Fund Management  -  -  -  -  -
Property income  -  -  -  -  -
Other Operating Income 87 80  87 99 118 
Total Non-Interest Income 1,012 1,164  1,310 1,506 1,790 
Total Banking Income 2,304 2,668  2,942 3,320 3,860 
Salaries & Employee Related Costs  (348)  (64)  (369)  (403)  (458)
Other General & Adm. Expenses  (403)  (720)  (544)  (609)  (701)
Total Operating Expenses  (750)  (784)  (913)  (1,012)  (1,159)
Income Before Provisions 1,554 1,884  2,029 2,308 2,701 
Provisions for Loans Losses  (61)  (381)  (429)  (368)  (247)
Provision for Investment Losses 2  -  -  -  -
Pretax Income 1,495 1,503  1,600 1,940 2,454 
Net Attributable Income 1,702 1,878  1,800 2,160 2,696  

Source: Annual Reports, EFG-Hermes estimates 
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Ratios 
%, unless otherwise stated 
 2008a 2009e  2010e 2011e 2012e 
Capital Adequacy Ratio 13.4% 13.8% 13.7% 15.0% 13.6%
Loans / Deposits 102.8% 100.7% 97.7% 98.3% 99.8%
NPL Coverage Ratio 58.4% 92.3% 103.4% 106.9% 108.9%
Net Interest Spread* 2.37% 2.22% 2.20% 2.18% 2.16%
Cost / Income 32.6% 29.4% 31.0% 30.5% 30.0%
Provisioning (bps) 0.20% 1.05% 1.05% 0.79% 0.46%
RoAE* 22.1% 18.4% 17.4% 17.7% 19.2%
RoAA* 3.19% 2.83% 2.45% 2.59% 2.83%
EPS* 8.81 7.19  6.59  7.10 8.86 
BVPS 34.50 39.50  44.04 54.83 58.67 
DPS 5.83 6.54  6.00 6.03 7.06  
Source: Annual Reports, EFG Hermes estimates 
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I, Raj Madha, hereby certify that the views expressed in this document accurately reflect my personal views about the securities and companies that are the subject 
of this report. I also certify that neither I nor my spouse or dependants (if relevant) hold a beneficial interest in the securities that are traded in the Doha stock 
exchange. EFG-Hermes Holding SAE hereby certifies that neither it nor any of its subsidiaries owns any of the securities that are the subject of this report.  

Funds managed by EFG-Hermes Holding SAE and its subsidiaries (together and separately, "EFG-Hermes") for third parties may own the securities that are the 
subject of this report. EFG-Hermes may own shares in one or more of the aforementioned funds or in funds managed by third parties. The authors of this report may 
own shares in funds open to the public that invest in the securities mentioned in this report as part of a diversified portfolio over which they have no discretion. The 
Investment Banking division of EFG-Hermes may be in the process of soliciting or executing fee earning mandates for companies that are either the subject of this 
report or are mentioned in this report. 

DISCLAIMER 
This Research has been sent to you as a client of one of the entities in the EFG-Hermes group. This Research must not be considered as advice nor be acted upon by 
you unless you have considered it in conjunction with additional advice from an EFG-Hermes entity with which you have a client agreement. 

Our investment recommendations take into account both risk and expected return. We base our long-term fair value estimate on a fundamental analysis of the 
company's future prospects, after having taken perceived risk into consideration. We have conducted extensive research to arrive at our investment 
recommendations and fair value estimates for the company or companies mentioned in this report. Although the information in this report has been obtained from 
sources that EFG-Hermes believes to be reliable, we have not independently verified such information and it may not be accurate or complete. EFG-Hermes does not 
represent or warrant, either expressly or implied, the accuracy or completeness of the information or opinions contained within this report and no liability whatsoever 
is accepted by EFG-Hermes or any other person for any loss howsoever arising, directly or indirectly, from any use of such information or opinions or otherwise 
arising in connection therewith. Readers should understand that financial projections, fair value estimates and statements regarding future prospects may not be 
realized. All opinions and estimates included in this report constitute our judgment as of this date and are subject to change without notice. This research report is 
prepared for general circulation to the clients of EFG-Hermes and is intended for general information purposes only. It is not intended as an offer or solicitation or 
advice with respect to the purchase or sale of any security. It is not tailored to the specific investment objectives, financial situation or needs of any specific person 
that may receive this report. We strongly advise potential investors to seek financial guidance when determining whether an investment is appropriate to their needs. 

 



 

 

 

GUIDE TO ANALYSIS 
EFG-Hermes investment research is based on fundamental analysis of companies and stocks, the sectors that they are exposed to, as well as the country and regional 
economic environment. Two investment ratings are offered for each stock, a Short-Term rating and a Long-term rating.  

The Short-Term (ST) rating is based on the analyst’s best expectations on the shorter-term price movements of the stock. Short-Term is defined as any time up to six 
months of the rating being applied to the stock. While shorter-term drivers could include quantifiable facts and figures, the analyst may also consider non-
quantifiable issues such as the analyst’s view on investor sentiment, potential news flow on the stock or the sector, or other issues which could impact share price 
movements. 

The Long-Term (LT) rating is based on the percentage upside or percentage downside of the stock price to the analyst’s Long Term Fair Value (LTFV). Long Term is 
defined as any time period beyond 1 year. The LTFV is based on the analyst’s current expectations of the equity fair value of the company on a per share basis which 
is normally based on rigorous and fundamental long-term analysis of the company’s financial potential. Of course, any such analysis is based on the analyst’s 
expectations for the future and are always considered estimates.  

For both the Short-Term and Long-Term ratings for any investment covered in our research, the ratings are defined by the following ranges in percentage terms: 

Rating % upside (downside) 
Buy 25% and above 
Accumulate 10 to 25% 
Neutral (10%) to 10% 
Reduce (10%) to (25%) 
Sell (25%) or more downside 
 
EFG-Hermes policy is to update research reports when appropriate based on material changes in a company’s financial performance, the sector outlook, the general 
economic outlook, or any other changes which could impact the analyst’s outlook or rating for the company. Share price volatility may cause a stock to move 
outside of the longer-term rating range to which the original rating was applied. In such cases, the analyst will not necessarily need to adjust the rating for the stock 
immediately. However, if a stock has been outside of its longer-term investment rating range consistently for 30 days or more, the analyst will be encouraged to 
review the rating. 

COPYRIGHT AND CONFIDENTIALITY 
No part of this document may be reproduced without the written permission of EFG-Hermes. The information within this research report must not be disclosed to 
any other person if and until EFG-Hermes has made the information publicly available. 

CONTACTS AND STATEMENTS 
Background research prepared by EFG-Hermes UAE Limited. Report prepared by EFG-Hermes Holding SAE (main office), 58 Tahrir Street, Dokki, Egypt 12311, Tel 
+20 2 33 32 1140 | Fax +20 2 33 36 1536 which has an issued capital of EGP 1,939,320,000. 
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