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Coverage Initiation

Omani Banks

Good Things Come in Small Packages

We are initiating coverage on Oman’s four leading banks. Our view on the
sector is constructive, supported by the ongoing rate-cut cycle, strong capital
positions, improving asset quality, and visible operating leverage potential.

Why Oman matters in GCC & GEM portfolios? MSX30 long term (30Y+) monthly
correlation vs MSCI EM stands at 0.466 offering diversification and hard-
currency hedge under the USD-pegged OMR. With banks accounting for 32% of
the index, the prudent regulation limits cyclical earnings volatility making them
more domestic agenda driven. For global EM investors seeking lower-beta,
USD-pegged exposure ahead of a potential 2027 upgrade to EM with upside
optionality at 30%+ discount vs rest of GCC, banks offer compelling risk-reward.

Top-Down View: Oman is well positioned to fund Vision 2040-linked capex
while preserving risk metrics. Sovereign return to investment grade compressed
wholesale spreads enabling structural growth with banking assets to GDP of
108% vs GCC avg of 198% and room for consolidation (top-3 banks share 60%
vs 70% in the rest of GCC) with visible operating leverage potential. We forecast
top-3 banks to grow organically to 65% by 2030F and to 70-75% in case of M&A.

Market Consolidation is Driving Returns. The 2023 SIB / HSBC Oman merger
clearly signalled regulatory support for scale and mid-tier banks are likely next
in line for M&A, with SIB / Ahli talks likely paused rather than shelved. SIB and
Bank Dhofar have significant room for gaining market share with the former
capitalising on HSBC merger and the latter on investment into ‘phygital’ (physical
+ digital) distribution.

Bottom-Up View: Omani banks combine solid capital profiles with improving
profitability, while trading at compelling discounts to regional peers. Bank
Muscat offers unmatched scale and dividend reliability; Sohar International is set
to harvest merger synergies; Bank Dhofar provides cyclical upside as provisions
taper from 2H26 , with ongoing investment into the branch network bearing fruit.
NBO fully valued; a new 5-year strategic plan could provide future catalysts.

Valuation and Catalysts: We value the sector using a two-stage DDM, assuming
CoE of 8.9-10.7% and terminal growth of 5%. Omani banks currently trade at
0.8-1.2x P/BV and offer dividend yields around 5% (except NBO at 2.6%). Stock-
specific catalysts—SIB’s M&A optionality, provision normalisation at BKDB are
the key levers to narrow the 30%+ valuation gap versus higher ROE GCC peers
as MSX liquidity deepens.

Risks: Faster NIM compression as deposits migrate to term products unless
offset by volumes and fees; potentially dilutive capital actions to fund growth /
M&A / buffers; execution risks in case of M&A, international expansion.

Figure 1. Omani Banks Multiples vs GCC Banks

Bank Muscat Sohar Int. (SIB) Bank Dhofar NBO GCC avg
P/E'26F Available
P/BV'25F in the full
ROE 2026F report

Source: Bloomberg, Oman Investment Bank Research.

Prices in this document are as of 30 Oct 2025 unless otherwise indicated.
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Disclosures

Oman Investment Bank SAOC (OIB) is fully owned by the Government of Oman and regulated by the Central Bank of Oman
and the Financial Services Authority of Oman.

This document has been produced by the Research Department within Oman Investment Bank on factual public market
information accuracy. Analytical models used for this document may reflect assumptions specific to the Research Department,
and as such, results may vary when different methodologies are applied. Any and all views expressed in this document are
solely those of the OIB Research Department and may not necessarily reflect the views of other divisions within OIB.

OIB’s investment ratings are designed to provide actionable insights into the relative attractiveness of securities based on
their expected performance over a defined period. Ratings are determined using a comprehensive analysis of financial and
economic factors. OIB uses an anticipated performance rating system consisting of Overweight, Neutral, and Underweight.
This rating provides an estimate of the expected total shareholder return for the stock over the next twelve months:

Overweight: A return of greater than 15% nominal over the next twelve months, based on Dividend + Price performance.
Neutral: A return between 4% and 15% nominal over the next twelve months, based on Dividend + Price performance.
Underweight: A return of less than 4% nominal over the next twelve months, based on Dividend + Price performance.

The investment ratings provided in this document are the result of OIB’s independent analysis and may differ from ratings or
recommendations issued by other analysts, research providers, or financial institutions. These differences may arise due to
variations in methodologies, data inputs, assumptions, or investment horizons.

OIB ratings reflect the views of OIB research analysts the time of publication, based on the information available to us and
our proprietary evaluation framework. Readers should be aware that differences in opinions are inherent in investment
research and should consider a range of perspectives when making investment decisions. Independent advice should be
sought from qualified professionals and due diligence should be conducted before making any investment decisions.

Ratings are not static and may change over time as new information becomes available or as market conditions evolve. Past
ratings or target prices should not be considered a reliable indicator of future outcomes.

OIB provides a wide range of investment banking services and its employees may take positions which conflict with the
views expressed in this document. Sales people, traders and other client facing OIB staff may provide oral and written market
commentary or trading strategies to clients that reflect opinions that are contrary to opinions expressed herein. OIB may
have or seek investment banking and other relationships for which it may receive compensation from companies that are
referred to in this document.

The information provided herein is for information purposes only. While OIB Research Department makes every effort to
ensure the accuracy and completeness of the information provided in this document, OIB does not guarantee its accuracy
or completeness, and the information and analysis may be subject to change without notice. All investments carry risks,
including the potential loss of principal. Past performance, prices, valuations or forecasts are not indicative of actual or future
results which may differ from those reflected. This document may contain forward-looking statements that involve risks and
uncertainties. These statements are based on the authors' current expectations and assumptions, and actual results may
differ materially from those expressed or implied in these statements.

OIB makes neither implied or expressed representations or warranties and, to the fullest extent permitted by applicable law,
expressly disclaims any representations and warranties of any kind, including, without limitation any warranty as to accuracy,
timeliness, completeness and fitness of the content for a particular purpose. OIB accepts no liability in any event including
without limitation for reliance on the information contained herein, any negligence for any damages or losses of any kind.
Accordingly, before acting on this document, investors should independently evaluate the investments and strategies
referred to herein and make their own determination of whether it is appropriate as a result of their own financial
circumstances and objectives.
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This document is not intended for general distribution and is intended for professional investors only, or other recipients as
determined appropriate by OIB and may not be reproduced, distributed, or transmitted to any other person or entity without
the prior written consent of the OIB Research Department. This document is provided in compliance with all applicable laws
and regulations. However, readers are responsible for ensuring compliance with any relevant laws or regulations in their
jurisdiction.

Within the UK, the distribution of this Research is directed only at persons who have professional experience in matters
relating to investments and who either (l) qualify as investment professionals in accordance with Article 19(5) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (“FPQO?), or (ll) are persons falling within Article 49(2) of the
FPO, or (lll) are persons who may otherwise lawfully receive this Research (together, “Exempt Persons”). It may not be passed
on except to Exempt Persons or other persons in circumstances in which Section 21(1) of the Financial Services and Markets
Act 2000 does not apply to the issuer (all such persons, “Relevant Persons”). This Research must not be acted on or relied
on by persons who are not Relevant Persons.

Contents of this document do not constitute a solicitation, an offer to invest, legal, tax or other advice or guidance and readers
should not rely on this document for making investment decisions. In preparation of this document, OIB did not take into
account the investment objectives, financial situations or particular needs of any particular person. The reader should seek
independent advice from qualified professionals and conduct their own due diligence before making any investment
decisions.

The authors retain all rights, including copyright, to this document. Any reproduction, distribution, or modification of this
document without the authors' consent is prohibited. All trademarks and logos mentioned in this document are the property
of their respective owners.

© Copyright 2025 Oman Investment Bank. All rights reserved.
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Additional information relative to securities, other financial products or issuers discussed in this report is available upon
request. This report may not be reproduced, distributed, or published without Oman Investment Bank SAOC 's prior written

consent.
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