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•CBQK 2Q2020 profitability beats our estimates on lower-than-expected provisions; bottom-line impacted
by losses from associates. Commercial Bank of Qatar (CBQK) reported net income of QR499.0mn in 2Q2020
(ahead of our estimate of QR456.2mn; +9.4% variation), declining by 1.9% YoY (+24.1% sequentially).

•Margins significantly improved on drop in cost of funds. Net Interest Income expanded by 19.6% YoY (-
5.8% sequentially) to QR762.1mn on the back of a large drop in CoFs. Hence, NIMs moved up by ~33bps to
2.42%.

•Non-funded income (excluding results from associates) exhibited strong performance. Surprisingly, Net
fees & commissions increased by 3.5% YoY (+67.4% QoQ) while f/x income gained by 3.4% YoY (+1.6%
sequentially). Moreover, CBQK generated gains from investment securities of QR50.6mn vs. QR23.5mn in
2Q2019 (losses of QR116.5mn in 1Q2020).

•Losses from associates contributed negatively to total revenue and the bottom-line. CBQK generated
losses from associates (attributed to 40%-owned UAB) of QR187.0mn vs. a profit of QR48.8mn in 2Q2019
(loss of QR133.6mn in 1Q2020).

•Provisions for credit losses improved on the back of strong recoveries, CoR decreased. Provisions declined
by 83.6% YoY (-80.3% QoQ) to QR37.0mn, while CoR dropped from ~97bps in 1H2019 (annualized) to
~50bps in 1H2020 (67bps in FY2019).

•Asset quality remained stable. NPLs decreased by 1.5% QoQ (+0.5% YTD) to QR4.5bn, while the NPL ratio
remained flat at 5.0% vs. 4.9% in FY2019. Coverage of Stage 3 loans slightly improved from 61% in FY2019
to 64% in 2Q2020.

•Net loans receded, while deposits exhibited flat performance sequentially. Net loans decreased by 2.0%
QoQ (-1.1% YTD) to QR87.0bn, while deposits remained flat at QR77.7bn (+1.9% YTD).

•Valuation and recommendation. CBQK trades at a P/B and P/E of 0.9x and 9.6x on our 2020 estimates,
respectively. We maintain our Outperform rating and PT of QR5.006/share for the time being.
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DISCLAIMER: This publication has been prepared by QNB Financial Services Co. WLL (“QNBFS”) a wholly-owned subsidiary of Qatar National Bank Q.P.S.C. (“QNB”). 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 QNBFS 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 QNBFS 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, QNBFS 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. QNBFS 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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