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* Headline 3Q2008 Net Income Rises 11% Y-o0-Y: 3Q2008 net profit of QAR397 million rose 11% Y-o-Y,
was flat Q-0-Q, but nevertheless exceeded our forecasts by 3%. This reflected weak revenue, hit by asset
markdowns, falling 41% Q-0-Q and missing our forecasts by 32%. Cost control was however good, with
costs falling 3% Y-o-Y and 12% Q-0-Q. However, the big positive item was provisioning, which had a
substantial anomalous write back putting profits back on track.

« Surprising Strength in Spreads: QIB'’s balance sheet seemed relatively untouched by global turmoil, with
deposits rising 6% Q-0-Q to close just 1% below our pre-global crisis forecast, while loans jumped 17%
Q-0-Q. This was funded primarily by a big rise in interbank liabilities, which jumped 57% Q-0-Q. Although
this should have put pressure on spreads, these actually jumped from 5.1% in the previous quarter to 6.0%
in 3Q2008, resulting in net interest income rising 14% Q-0-Q and beating expectations by 46%. However,
we believe that some of this outperformance is driven by the inclusion of fee related income.

* Non-Interest Income Drops Sharply: By contrast, non-interest income was weak, falling 69% Y-o-Y and
73% Q-0-Q to QART00 million. Fees & Commissions were surprisingly resilient, aided by strong growth
in LCs. However, income from investing activities dropped 52% Q-0-Q, while returns from foreign
exchange operations declined to a QAR113 million loss, reflecting realised and unrealised losses on equity,
property and foreign exchange positions. While it is not immediately clear why FX losses should have
taken place, the negative items are volatile in nature.

« Costs Decline 3% Y-o-Y: After bringing costs down 15% Q-0-Q in 2Q2008, QIB brought them down a
further 12% Q-0-Q in 3Q2008. While lower bonus accruals, might be the obvious answer, the company
highlights “a cost conscious approach and cost rationalisation”. In spite of this impressive cost
containment, the cost income ratio increased from 18.5% in 2Q2008 to 27.3% in 3Q2008, driven by the
substantial decline in volatile sources of revenue. Provisions meanwhile were extremely positive,
registering a net QAR138 million write back as progress was made on a long-standing specific provision..

« Core Earnings Ahead, Volatile Earnings Mixed: After excluding the losses on the equity, property and
foreign exchange portfolios, and setting aside the write-back of provisions, core earnings are marginally
ahead of expectations. Going forward, we will be adjusting our LTFV of QAR129.5 for higher global risk
aversion and also for slower growth. However, after reducing our recommendation to ST Reduce LT
Neutral in July, when the price peaked at QAR158.5, the stock has underperformed the market, dropping
nearly 45% to QAR88.3. Consequently, we raise our recommendation to ST/LT Neutral, highlighting an
overweight position on Qatari banks, but perhaps finding better value elsewhere.
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Table 1: Results in Summary

(AED mn) 3Q2007a 2Q2008a 3Q2008a 3Q2008e Y-o0-Y Q-0-Q v Estimate
Balance Sheet

Loans & Islamic Financing 10,825 15,264 17,926 15,918 66% 17% 13%
Total Assets 3,851 5,945 6,141 6,015 59% 3% 2%
Customer deposits & Islamic Funding 10,593 15,509 16,412 16,537 55% 6% -1%
Total Liabilities 15,061 20,122 22,936 21,999 52% 14% 4%
Net Liquid Assets (3,015) (2,862) (4,870) (2,812)

Shareholders' Equity 4,225 6,589 6,926 6,958 64% 5% 0%

Income Statement

Net Interest & Islamic Returns 134 217 246 168 84% 14% 46%
Fees & Commissions 21 67 64 34 202% -5% 89%
Trading & Investments 219 298 37 194 -83% -88% -81%
Other Operating Income 2 1 (1) 3 -158% -205% -136%
Total Non-Interest Income 327 367 100 340 -69% -73% -71%
Total Banking Income 461 583 346 509 -25% -41% -32%
Total Operating Expenses (97) (108) (94) (118) -3% -12% -20%
Provisions for Loans Losses 25 (52) 138 (6) 460% -368% -2412%
Pretax Income 387 424 390 385 1% -8% 1%
Net Attributable Income 357 398 397 385 11% 0% 3%

Source: Company Reports, EFG-Hermes Forecasts
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DISCLOSURES

I, Raj Madha, hereby certify that the views expressed in this document accurately reflect my personal views about the securities and companies that are the subject
of this report. | also certify that neither me nor my spouse or dependants (if relevant) hold a beneficial interest in the securities that are traded in Doha Stock
Exchange.

EFG-Hermes Holding hereby certifies that neither it nor any of its subsidiaries owns any of the securities that are the subject of this report. Funds managed by
EFG-Hermes Holding and its subsidiaries for third parties may own the securities that are the subject of this report. EFG-Hermes may own shares in one or more
of the aforementioned funds or in funds managed by third parties. The authors of this report may own shares in funds open to the public that invest in the securities
mentioned in this report as part of a diversified portfolio over which they have no discretion.

The Investment Banking division of EFG-Hermes may be in the process of soliciting or executing fee earning mandates for companies that are either the subject of
this report or are mentioned in this report.

DISCLAIMER

Our investment recommendations take into account both risk and expected return. We base our long-term fair value estimate on a fundamental analysis of the
company's future prospects, after having taken perceived risk into consideration. We have conducted extensive research to arrive at our investment
recommendations and fair value estimates for the company or companies mentioned in this report. Although the information in this report has been obtained from
sources that EFG-Hermes believes to be reliable, we do not guarantee its accuracy, and such information may be condensed or incomplete. Readers should
understand that financial projections, fair value estimates and statements regarding future prospects may not be realized. All opinions and estimates included in this
report constitute our judgment as of this date and are subject to change without notice. This research report is prepared for general circulation and is intended for
general information purposes only. It is not intended as an offer or solicitation with respect to the purchase or sale of any security. It is not tailored to the specific
investment objectives, financial situation or needs of any specific person that may receive this report. We strongly advise potential investors to seek financial
guidance when determining whether an investment is appropriate to their needs. No part of this document may be reproduced without the written permission of
EFG-Hermes.
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