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Numbers Shell Oman Marketing reported growth in revenues of 8.8% qog and 22.4% yoy
to RO 91.8 million. EBITDA came at RO 5.5million which is higher 39.8% qoq and 13.7
yoy. PAT grew 48.6% qgoq and 13.8% yoy to RO 4.02 million. The company witnessed
expansion in profit margins for Q1FY11 due to the efficient management of selling, general
and administrative expenses. SG&A expenses to sales were lower from 4.62% in Q1FY10
to 4.23% in Q1FY1l. Q1FY11l EBITDA margin grew to 6.0% compared to 4.7% for
Q4FY10, margin are usually lower in Q4. NPM grew 120bps to 4.4% in Q1FY11.

Retail volumes accounted for 75% of total volumes in FY2010. In Q1FY11 retail sales
were higher compared to corresponding period last year. The growth was driven by higher
volumes, network expansion and increasing road network. Average throughput remained
the highest in the market with our estimated average throughput of 10MN Its for FY2010.
We expect the company to deliver healthy growth in retail sector with the enhanced
government spending and job creation. In addition, car imports increased 13.6% from 85K
in FY2009 to 96K in FY2010.

Bulk fuel volumes represent 22% of total volumes in FY2010. Commercial fuel witnessed
yearly growth in volumes. The company succeeded in servicing the current contracts. We
expect the company expand further in this sector due to improvement in macro environment
and strong tendering activity. Also, aviation sector volumes were higher in Q1FY11 with
5% increase in total flights in Muscat international airport for the first two months of
current year compared to the same period last year. Currently Shell is the sole operator in
Salalah airport.

The increase in base oil prices reduced the lubricants margin as the company could not pass
on the price increase easily to customers due to the severe competition.

Valuation We expect the company to report FY11 revenues of RO 349.7 million and PAT
of RO 15.4 million. At RO 2.345 the stock trades at 15.3x FY11 and 14.4x FY12 earnings.
Based on 11% cost of equity and 3% terminal growth our DCF model throws a Dec "11
target price of R.O 2.306/share. Earnings yield at current price is 6.6% and the company
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Exchange / Code
Bloomberg Code
Equity Capital
Face Value
52-Week H/L
Market Cap

MSM/SOMS
SOMS OM
RO 10mn
0.100
2.6/1.8

RO 235mn

Shareholding Pattern

B. V. Dordtsche
Petruleum Maatschapij

20%

Shell Overseas

Shell Oman Marketing

20%

Investment
Estimates Old Rev Old Rev
RO mn 2011 2011 2012 2012
Revenues 346.3 349.7 367.1 370.7
EBITDA 222 210 232 22
PAT 165 154 172 16

! ) RO mn 2010 2011E 2012E 2013E
usually pays out 100% of its profits. We recommend a HOLD on the stock. Revenues 3036 3497 3707 3948
EBITDA 193 210 223 245
PAT 140 154 163 181
EBIT% 49% 50% 50% 5.2%
Shell Oman Marketing EBITDA% 59% 60% 60% 62%
Mar-09 Jun-09 Sep-09 Dec-09 Mar-10 Jun-10 Sep-10 Dec-10 Mar-11 QoQ YooY PAT% 43% 4.4% 4.4% 4.6%
Revenues 68.52 72.05 76.91 80.92 7507 8124 8290 8440 91.84 8.8% 224%  ROE% 47.7% 495% 50.7% 53.9%
EBITDA 395 506 509 411 485 503 543 395 552 39.8% 13.7%  ROCE% 53.3% 55.3% 56.7% 60.3%
EBITDA% 58% 7.0% 66% 51% 65% 62% 65% 47% 6.0% EPS (RO) 0140 0.154 0163 0.181
Interest (0.15) 014 004 001 000 003 (0.00) 0.00 (0.00) PE (X) 168 153 144 130
Depriciation 0.83 085 085 087 082 082 081 087 095 92% 157% BV (RO) 0303 0317 0327 0344
PBT 326 407 419 325 403 418 462 307 457 48.8% 13.5% P/B 7.7 74 7.2 6.8
Tax 039 049 051 039 049 049 055 037 055 50.4% 11.8%  EV/EBITDA 118 105 9.8 8.8
PAT 287 359 369 286 354 369 406 271  4.02 48.6% 13.8%
EPS 0.029 0.036 0037 0029 0.035 0.037 0.041 0.027 0.040 Nasser Al-Harthy
NPM 42% 50% 48% 35% 4.7% 45% 4.9% 32% 4.4%
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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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