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Macro recovery continues

The latest monthly bulletin from the Ministry of National Economy continues to paint a
picture of moderate economic growth accompanied by subdued inflation. The generally
improved economic environment, both in Oman and internationally, is supplemented in Oman
by its advantage of being able to boost the economy through government spending without
running up debt. The oil price to date this year has averaged USD76/barrel (Bloomberg
Arabian Gulf Oman Crude Oil Spot Price) comfortably above the government’s budget figure
of USD50/barrel. A lot of government spending is seen in the market with RO 3,016 million
announced tenders till October 2010. The government budget for 2011 would be at $58/bbl
compared to $50/bbl in 2010 16% higher.

Oil marketing sector reported revenues of RO 195.8 million for Q3 2010 which is higher 1.3%
goq and 17.1 yoy. Gross profit grew 0.7% qoqg and 8.3% yoy to RO 19.93 million. EBITDA
stood at RO 9.86 million with a growth of 1.2% goq and 5.3% yoy. The consolidated PAT
came at RO 7.47 million, higher 2.6% qoq and 8.5% yoy. 9MFY 2010 revenues grew 19.1% to
RO 558 million compared to the corresponding period last year. The sector net profit for
9MFY2010 grew 16.2% to RO 21.58 million. The sector showed stability in profit margins
compared to previous quarter. GPM stood at 10.2% and NPM came at 3.8%.

Fuels prices in UAE have been increased in Q2 and Q3 this year and local fuel stations near
borders enjoyed healthy demand for their products. However, there is a limited quota for sales
in fuel stations near borders. Every year the local companies provide their volume
requirements to local refinery and get a supply as per that plan. There will be no visible impact
on the sector business since the size of the quota is nominal.

Uniform selling price structure based on international Jet Al prices has been applied starting
from 1st January 2010. The new pricing method will increase the prices and companies will
carry over the additional costs to the costumers. So, we don’t expect to see significant impact
on the bottom line.

Consolidated Income Statement

Shell Oman
Al Maha
Oman Oil

CMP

2.101
10.199
1.175

Target price Dec'11

Shell Oman
Al Maha
Oman Oil

2.143
13.500
1.154

ROmMn  Jun-09 Sep-09 Dec09 Mar-10 Jun-10 Sep-10 QoQ YoY

Revenues 157.08 167.15 170.73 16916 19336 19581 1.3% 17.1% Revenues  468.65 558.33 19.1%

COGS 13870 14875 15282 150.86 17356 17588 13% 18.2% COGS 41615 50030 20.2%

GP 1838 1839  17.91 1830 1980  19.93 0.7% 83% GP 5250 5803 10.5%

GP% 11.7%  110%  105%  108%  10.2%  10.2% GP% 11.2%  10.4%

SG&A 1067 1026 1147 1027 1134 1126 -0.8% 9.7% SG&A 3005 3287 9.4%

EBITDA 901 936 770 915 974 986 12% 53% EBITDA 2555 2875 12.5%

EBITDA% 57%  56%  45%  54%  50%  50% EBITDA%  55%  51%

PBT 735 783 622 780 826 850 28% 85% PBT 2110 2455 16.4% Nasser Al-Harthy

Tax 088 095 075 096 098 102 36% 7.9% Tax 253 297 17.2% B
PAT 647 689 546 683 728 747 26% 85% PAT 1857 2158 16.2% asse :
NPM 41%  41%  32%  40%  38%  3.8% NPM 40%  3.9% 968 2476 7186
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Shell Oman Marketing

Shell Oman Marketing reported strong results for Q3 2010 with revenues of RO 82.9 million, higher
2.0% qoq and 7.8% yoy. 9MFY 10 revenues were 10% higher compared to the corresponding period last
year. Gross Profit for the quarter grew 0.8% qoq and 5.1% yoy to RO 9.01 million. PAT came at RO
4.06 million with a growth of 10.2% qoq and yoy, the highest in the company history. SMFY10 PAT
continued to deliver healthy growth and increased by 11.3% to RO 11.28 million.

The company reported higher retail fuel volumes in 9MFY10 compared to 9MFY09. The company
plans to expand retail sites with a number of new sites which is in line with previous years. Also, the
company focuses on product differentiation by providing better mileage fuel campaign. The company
succeeded in minimizing the impact of losing Oman Air’s contract and reported a growth in aviation
business bottom line. The growth was due to the expansion in profitability margins with the company
targeting profitable contracts. The company signed an agreement with Sohar Industrial Port Company to
set up the port's first bunker operation for marine fuel. The company expects this project contribute in
company revenues in 2011.

GPM stood at 10.9% in Q3 2010 compared t011.0% for Q2 2010 and 11.1% for Q2 2009. EBITDA
margin increased to 6.5% compared to 6.2% in Q2 2010 due to the efficient cost management. PAT
margin expanded 40 bps to 4.9%, the highest among oil marketing companies. 9IMFY 10 GPM stabilized
at 11.0% compared to 11.3% in 9MFY09. 9MFY10 EBITDA margin fell to 6.4% in compared to 6.5%
last year. PAT margin stood at 4.7%.

We expect the company to report FY10 revenues of RO 323.6 million. We revise PAT estimate from
RO 13.8 million to RO 15.1 million due to the continued strong results. At RO 2.101 the stock trades at
14x FY10 and 12.7x FY11 earnings. Based on 11% cost of equity and 3% terminal growth our DCF
model throws a Dec *11 target price of R.O 2.143/share. We recommend a HOLD on the stock.

Al Maha Petroleum
Al Maha Petroleum reported revenues of RO 55.9 million, lower 0.9% qoq and higher 23.6% yoy. The
yearly growth is attributed mainly to non-retail volume which has picked up. Net Profit for Q3 is RO
1.84mn which is higher 12% yoy and lower 0.6% qog. The financials showed slight improvement in
gross profit margin from 9.6% in Q2FY2010 to 9.8% in Q3FY2010. EBITDA margin was at 3.7% and
NPM stood at 3.3%.

On the retail side, the company has opened 3 more petrol stations since October 2009 which helped to
increase the retail volumes. Al Maha currently has 164 fuel stations and currently there are 6 new filling
stations under construction.

In April Al Maha has reached an agreement with Talal Al Zawawi Enterprises to end their retail shops
contract. However, Al Maha Currently has an agreement with Al Fair which is currently operating 14
retail shops and planning to open another 27 new retail shops by year end at Al Maha’s stations. The
Aviation volume has picked up supported by Oman Air’s contract which started in March 2010. The
contract accounts for around 4% of company’s volumes. However, the contract has resulted in pressure
on profit margins.

The company announced in May that it has won a two year contract to supply diesel to power station
located in Rural Area Electricity Company. The value of the tender is RO 13.7mn.

The stock trades at 9.9x FY10 earnings and 8.7x FY11 earnings. We maintain our target price of RO
13.500 on the stock. We use 12% cost of equity and 3% terminal growth in our DCF model. We
maintain BUY on the stock
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Oman Oil Marketing

Oman Oil Marketing reported revenues of RO 56.62 million which are higher 2.2% goq and 26.8% yoy
due to the favorable economic conditions. However, the quarterly comparison shows a drop of 2.4% in
gross profit to RO 5.02 million. Also, PAT came at RO 1.57 million, lower 9.8% goq and higher 0.7%

yoy.

The margin has been squeezed more in Q3 due to higher growth in non-retail volumes. The GP margin
fell to 8.9% in Q3FY2010 compared to 9.3% in Q2FY2010. PAT margin declined this quarter to 2.8%
compared to 3.1% in previous quarter.

The retail business witnessed opening 4 new fuel stations this year leading to improvements in sales. We
believe the company’s new strategy of opening their new sites in strategic places will continue to push
the retail volume and will continue to improve average throughput. Commercial business grew 20%
growth. The company secured two new aviation fuel contracts with Pakistan International Airlines and
Bangladesh Airlines for a period of one year starting from 1st October 2010. The company stated both
contracts will contribute 6% to volumes for aviation sector.

The stock trades at 11.8x FY10 earnings and 10.4x FY11 earnings. Based on 12% cost of equity and 3%
terminal growth our DCF model throws a target price of RO 1.154/share. We recommend a HOLD on
the stock.
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Shell Oman Marketing
RO mn Mar-09 Jun-09 Sep-09 Dec-09 Mar-10 Jun-10 Sep-09 QoQ YoY

RO mn 9IMFY09 9MFY10 chg%

Revenues 68.52 72.05 7691 8092 7507 8124 8290 2.0% 7.8% Revenues 217.48 239.21 10.0%
COGS 61.26 63.39 6834 7271 66.75 7230 7389 22% 8.1% COGS 19299 21295 10.3%
GP 726 865 857 822 832 893 901 08% 51% GP 2448 2626 7.3%
GP% 106% 12.0% 11.1% 102% 11.1% 11.0% 10.9% GP% 113%  11.0%
SG&A 332 360 348 411 347 390 358 -83% 3.0% SG&A 1039 1095 5.4%
EBITDA 395 506 509 411 48 503 543 79% 6.6% EBITDA 1409 1531 8.6%
EBITDA% 58 7.0% 6.6% 51% 65% 62% 65% EBITDA% 6.5% 6.4%

Tax 039 049 051 039 049 049 055 121% 8.8% Tax 1.39 154 11.0%
PAT 287 359 369 286 354 369 406 10.2% 10.2% PAT 1014 1128 11.3%
EPS 0.029 0.036 0.037 0.029 0.035 0.037 0.041 10.2% 10.2% EPS 0.101 0.113 11.3%
NPM 42% 50% 48% 35% 47% 45% 4.9% NPM 4.7% 4.7%

Al Maha Petroleum

Ro mn Mar-09 Jun-09 Sep-09 Dec-09 Mar-10 Jun-10 Sep-10 QoQ YoY
Revenues 378 425 452 455 490 564 559 -0.9% 23.6% Revenues 1255 1612 28.4%
COGSs 335 376 403 408 436 510 504 -12% 25.0% COGSs 1115 1450 30.1%
GP 4.2 4.9 4.9 4.7 5.3 5.4 55 GP 141 16.2

GPM 11.2% 115% 10.8% 10.4% 10.9% 9.6% 9.8% GPM 112%  10.1%
SG&A 31 32 32 38 36 35 37 46% 12.6% SG&A 9.5 10.7 13.1%
EBITDA 14 2.0 1.9 11 2.0 21 21 -04% 12.2% EBITDA 53 6.1 16.0%
EBITDA% 37% 48% 41% 25% 40% 37% 37% EBITDA % 4.2% 3.8%

PBT 14 2.0 1.9 11 2.0 2.1 21 -06% 12.0% PBT 53 6.2 16.0%
Tax 017 024 022 0.14 0.26 025 025 -04% 12.5% Tax 0.63 0.76 20.2%
PAT 1.26 1.78 1.64  0.99 1.72 1.85 1.84 -0.6% 12.0% PAT 4.68 541 15.5%
NPM 33% 42% 36% 22% 35% 33% 3.3% NPM 3.7% 3.4%
Oman Oil Marketing

ROmn  Mar-09 Jun-09 Sep-09 Dec-09 Mar-10 Jun-10 Sep-10 QoQ YoY
Revenues 37.79 42.08 4465 4392 4480 5541 56.62 2.2% 26.8% Revenues 12452 156.83 25.9%
COGSs 3391 37.68 40.09 39.36 40.50 50.27 51.60 2.6% 28.7% COGS 111.68  142.37 27.5%
GP 401 440 456 456 430 514 502 -24% 10.2% GP 1296 1447 11.6%
GPM 10.6% 105% 10.2% 104% 9.6% 9.3% 8.9% GPM 104%  9.2%
SG&A 274 325 292 291 269 330 343 38% 17.3% SG&A 8.92 9.42  55%
EBITDA 1.82 193 240 2.48 2.35 2.61 234 -10.5% -2.8% EBITDA 6.16 7.30 18.4%
EBITDA% 4.8% 4.6% 54% 56% 52% 47% 4.1% EBITDA% 4.9% 4.7%

PBT 123 125 177 18 180 198 179 -96% 0.9% PBT 4.25 5.56 30.7%
Tax 015 015 021 0.23 0.22 024 021 -99% 0.6% Tax 0.51 0.67 30.6%
PAT 1.08 1.10 1.56 1.62 1.58 174 157 -98% 0.7% PAT 3.74 4.89 30.6%
NPM 29% 26% 35% 37% 35% 31% 2.8% NPM 3.0% 3.1%

Shell Oman Marketing Al Maha Oman Oil Marketing

RO mn 2009 2010E 2011E 2012E

Revenues 2984 3236 3463 367.1
Gross profit 327 348 373 395
EBITDA 182 204 222 232
PAT 130 151 165 172
EBIT% 50% 53% 54% 53%
EBITDA% 6.1% 63% 64% 6.3%
PAT% 44% 47% 4.8% 4.7%
ROE% 47.2% 51.3% 53.0% 53.6%
ROCE% 52.8% 57.4% 59.4% 60.0%
EPS (RO) 0.130 0.151 0.165 0.172
PE (X) 161 140 127 122
BV (RO) 0.283 0.304 0.318 0.326
P/B 74 6.9 6.6 6.5
EV/EBITDA 111 9.7 8.7 8.2

RO mn 2009 2010E 2011E 2012E|

Revenues 171.0 2112 2344 2530
Gross profit 197 213 234 253
EBITDA 83 100 112 122
PAT 5.7 7.1 8.1 8.9
EBIT% 38% 38% 39% 4.0%
EBITDA% 49% 47% 48% 4.8%
PAT% 33% 34% 35% 35%
ROE% 19.8% 22.8% 24.0% 24.2%
ROCE% 22.3% 25.9% 27.3% 27.5%
EPS (RO) 0.822 1.028 1.174 1.288
PE (X) 124 9.9 8.7 7.9
BV (RO) 4.3 4.7 5.1 55
P/B 24 22 2.0 1.8
EV/EBITDA 75 6.1 55 4.8

RO ‘mn 2009 2010E 2011E 2012E

Revenues 168.4 206.9 2256 242.9
Gross profit 174 197 219 236
EBITDA 86 101 113 122
PAT 5.4 6.4 7.3 7.8
EBIT% 3.7% 36% 3.7% 3.7%
EBITDA% 51% 49% 5.0% 5.0%
PAT% 32% 31% 32% 3.2%
ROE% 23.7% 25.0% 24.9% 23.7%
ROCE% 26.8% 28.2% 28.1% 26.8%
EPS (RO) 0.083 0.100 0.113 0.121
PE (¥ 141 118 104 9.7
BV (RO) 0.374 0.424 0.480 0.541
P/B 3.1 2.8 24 2.2
EV/EBITDA 7.9 6.7 5.8 5.1
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Disclosure

The author(s) certifies(y) that the opinion(s) on the subject security (ies) or issuer(s) and any other views or forecasts expressed herein accurately reflect their personal
view(s) and that no part of their compensation was, is or will be directly or indirectly related to the specific recommendation(s) or views contained in this research report.
We also certify that neither the analyst nor his/her spouse or dependants (if relevant) hold any beneficial interest in the security (ies) mentioned in this report.

Disclaimer

This report is not directed to, or intended to or use by, any person or entity who is a citizen of or located in any locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be contrary to law or regulation or which would subject BankMuscat (SAOG) to any registration or licensing
requirements within such jurisdiction.

This report is provided for information purposes only. The report is based on information generally available and is deemed reliable but no assurance is given as to its
accuracy or completeness. BankMuscat (SAOG) is not accountable for any decision based on the contents of this report. The investor will indemnify BankMuscat and
its directors, officers, employees and staff against any loss or damage or other liabilities (including costs), which they may suffer as a result of reliance on such reports.
Neither the information nor the opinions contained are to be construed as an offer to buy and sell securities mentioned above. This report is not to be relied upon in
substitution for the exercise of independent judgment. Investors should judge the suitability of the securities to their needs.

BankMuscat makes no representation that the preparation or distribution of this report is in compliance with the legal requirements or regulations of any jurisdiction, and
it disclaims all liability in case the preparation or distribution of this report is found to be non-compliant with any such legal requirements or regulations.

BankMuscat (SAOG), may to the extent permitted by law, participate or invest in financing transactions with the issuer(s) of these securities referred to in this report,
perform services for or solicit business from such issuers, and/or have position or effect transactions in the securities or option thereon. In addition, it may make markets
in the securities mentioned in the material presented in the report. BankMuscat (SAOG) may, to the extent permitted by law, act upon or use the information or opinions
presented herein, or the research or analysis on which they are based, before the material is published. BankMuscat (SAOG) may have, within the last three years, served
as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of the companies mentioned in this report.
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