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•QIBK reported in-line earnings in 4Q2020. Qatar Islamic Bank (QIBK) reported a net profit of QR848.6mn in
4Q2020, in-line with our estimate of QR840.2mn (variation of +1.0%). Net income gained by 1.0% YoY and 7.4%
sequentially.

•Hefty provisions offset strong growth in net operating income. Net operating income increased by 14.5% YoY
(+2.6% sequentially) to QR1.16bn as a result of strong revenue and cost containment. On the other hand, a surge
in provisions outweighed the growth in net operating income, resulting in only 1.0% growth in earnings YoY.

•The bank cut dividends by 24%, which is a surprise. QIBK announced DPS of QR0.400 (vs. QR0.525 for 2019),
implying a yield of 2.3%. We were expecting the bank to maintain DPS in-line with 2019. We await further
details regarding this DPS cut from management during the upcoming earnings conference call.

•QIBK remains cost-efficient and generated positive JAWS. The bank’s C/I ratio improved to 18.9% vs 21.2% in
4Q2019 (19.9% in 3Q2020). Moreover, in FY2020, QIBK generated positive JAWS of 13.5% YoY.

•Net loans and deposits improved sequentially and on a YoY basis. Net loans expanded sequentially by 5.2%
(+4.7% YoY) to QR119.1bn, while deposits expanded by 5.5% QoQ (+5.8% YoY) to QR118.1bn.

•Asset quality came under some pressure, but remains at healthy levels. NPL ratio increased from 1.30% in
FY2019 to 1.42% in FY2020. During the same time, NPLs increased by 15.7% YoY to QR1.75bn. Moreover, the
coverage ratio of Stage 3 loans (NPLs) remained strong at 92%.

•Net provisions and impairments surged YoY as the bank continued to book precautionary measures against
COVID-19. Net provisions and impairments surged by 73.2% YoY (-11.0% QoQ) to QR306.9mn. Moreover,
FY2020 CoR increased to 105bps vs. 56bps in FY2019.

•Capitalization remains strong. The bank’s CET1 and Tier-1 ratios remained robust at 14.9% and 18.2%,
respectively.

•Recommendation & valuation: QIBK trades at a 2021e P/E and P/TB of 13.3x and 2.1x. We maintain our PT of
QR15.70 and Market Perform Rating for the time being.
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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.”). QNBFS 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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