
MARK/KCBK Alert – QFMA Approves Merger Between MARK and KCBK

1

The Qatar Financial Markets Authority (QFMA) approves the merger between Masraf Al Rayan (MARK)
and Al Khalij Commercial Bank (KCBK). We are positive that the proposed merger will be approved by the
Qatar Central Bank, the Ministry of Commerce & Industry and other relevant official bodies, along with approval of
the shareholders of both MARK and KCBK after the completion of a detailed legal and financial due diligence. We
are of the view that QFMA’s approval is a positive step.

Once the merger is consummated in the 3rd or 4th quarter of 2021, the combined entity would be one of the
largest Shar’ah compliant banks in Qatar with a market share of 10%, in-line with QIBK. MARK has a 7%
market share in loans, while KCBK has a market share of 3%. Moreover, the combined bank will have assets
north of QR164bn. Increased weighting in MSCI and FTSE indices should drive further momentum in MARK
shares.

Merger pricing mechanism. MARK will issue 0.50 shares for every KCBK share, corresponding to a total of
1,800 million new shares issued to KCBK’s shareholders. This results in a pricing of QR2.277/share vs. current
price of QR2.190/share. KCBK’s shares rallied by 60.3% from its closing price on June 30, 2020 (before the
official announcement of the merger). At that time KCBK was trading at a significant discount to its book value.
After the merger announcement the stock is currently trading above its book value.

Valuation:

• MARK trades at a P/B and P/E of 2.2x and 14.6x on our 2021 estimates, respectively. We rate MARK an
Outperform with a PT of QR5.113/ share.

• KCBK trades at a P/B and P/E of 1.1x and 12.1x on our 2021 estimates, respectively. We rate KCBK a
Market Perform
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DISCLAIMER: This publication has been prepared by QNB Financial Services Co. WLL (“QNB FS”) a wholly-owned subsidiary of Qatar National Bank (“Q.P.S.C.”). QNB FS is regulated by
the Qatar Financial Markets Authority and the Qatar Exchange; QNB is regulated by the Qatar Central Bank. This publication expresses the views and opinions of QNB FS at a given time
only. It is not an offer, promotion or recommendation to buy or sell securities or other investments, nor is it intended to constitute legal, tax, accounting, or financial advice. We
therefore strongly advise potential investors to seek independent professional advice before making any investment decision. Although the information in this report has been
obtained from sources that QNB FS believes to be reliable, we have not independently verified such information and it may not be accurate or complete. While this publication has
been prepared with the utmost degree of care by our analysts, QNB FS does not make any representations or warranties as to the accuracy and completeness of the information it may
contain, and declines any liability in that respect. QNB FS reserves the right to amend the views and opinions expressed in this publication at any time. It may also express viewpoints or
make investment decisions that differ significantly from, or even contradict, the views and opinions included in this report.
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