
 

 

4Q2017 Earnings: Strong Yearly Earnings Growth and Solid Dividends 

We expect 4Q2017 earnings for Qatari stocks under coverage to exhibit flattish performance QoQ (-0.6%) but surge by 78.5%YoY (base 

effect). IQCD, CBQK and GISS are estimated to contribute positively QoQ & YoY to the aggregate bottom-line of stocks under coverage. We 

are of the view dividends are the main catalyst for our coverage universe as most companies are expected to distribute generous dividends 

leading to attractive dividend yields. On the other hand, we do not anticipate 4
th

 quarter earnings to be a significant catalyst for the 

market. For the time being, valuations are attractive vs. the region’s forward price-to-earnings multiples and dividend yields remain 

superior to the region (4.6% in 2017 vs. 3.8% for the region). On an overall basis, the Qatar Stock Exchange Index trades at a 2018 P/E of 

12.5x, complemented by a dividend yield of 4.0%, while the MSCI GCC Index trades at a 13.6x P/E along with a dividend yield of 4.0%. The 

Qatari Index has bounced back 18.4% from its lows reached on November 30, 2017 but is still down 7.9% from its pre-embargo level. 

While the bounce beginning in December was fueled by optimism regarding dividends and net buying interest in selected names by 

foreign/GCC investors, the way forward will depend on continued recovery in the macro operating environment. Longer-term, attractive 

fundamental drivers and a significant spending program should provide tailwinds for growth. 

Highlights 

 We estimate banks under coverage (ex-QNBK) to experience a QoQ drop of 16.9% largely due to provisions (majority of 

provisions for credit occurs in the 4
th

 quarter), while the YoY (+30.0%) surge is due to a base effect. Doha Bank (DHBK) and Al 

Khalij Commercial Bank (KCBK) are expected to contribute negatively to the QoQ profitability performance based on our 

figures. We expect DHBK to follow historical trends. We expect the bank to generate a net profit of QR72.2mn vs. QR333.1mn in 

3Q2017 (QR34.8mn in 4Q2016). We estimate the QoQ drop in net profit to emanate from a surge in provisions and impairments 

which the bank books the majority of in the 4
th

 quarter. Our estimated QoQ performance is also a result of the continued 

challenges in the operating environment. On a YoY basis, the forecasted surge (base effect) is driven by flat provisions & 

impairments (Doha Bank booked the highest level of provisions in its operating history at the end of 4Q2016). Regarding KCBK, 

the sequential decline in its net income is also due to provisions as the bank manages its asset quality. It should be noted higher 

provisions vs. our estimates could further hinder the bottom-line.  

 We estimate a QoQ increase of 19.0% in the bottom-line of diversified non-banks under coverage, while expecting a yearly 

surge of 159.9%. Based on our assumptions, Industries Qatar (IQCD) leads the significant growth in net income on a 

quarterly/YoY basis. Gulf International Services (GISS) and United Development (UDCD) also contribute to the growth in 

overall net income. Regarding IQCD, the significant uptick witnessed in fertilizer prices and positive PE prices should boost the 

company’s 4Q2017 results. Benchmark urea prices were up almost 20% YoY/sequentially, while PE prices were up around 5% 

QoQ. Steel remains the swing factor and we note industry prices were up significantly QoQ and YoY. Steel margins could also 

improve given lower iron ore prices. We project group net income to increase 73% YoY (normalized excluding QR389mn in one-

off fertilizer impairments) and 43% QoQ. As far as GISS is concerned, 4Q2017 could be the best quarter in what has been a difficult 

year. We expect revenue/net income to increase sequentially/YoY led by drilling. Finally, for UDCD, 4Q2017 earnings are 

expected to show a solid boost driven by increased reliance on land plot sales to offset macro rental/retail weakness. 

 Risks: Estimates can be impacted by one-offs, greater or lower provisions for banks and investment income/capital gains 

(losses). Volatility in oil prices remain a substantial risk to regional equity prices and have a direct impact on stocks under 

coverage.  
 

4QCY2017 Estimates 

 

 Source: QNBFS Research; Note: EPS based on current number shares; Prices are as of January 11, 2018 

Yie ld 

4Q2017e QoQ   YoY 4Q2017e QoQ YoY 2016 2017e

Ahli Bank (ABQK) 0.84 -4.6% 30.9% 261.4 0.6% 11.4% 0.95 1.00 2.9%

Al Khalij Commercial Bank (KCBK) 0.16 -57.0% N/M 317.3 -1.4% 10.1% 0.75 0.75 5.6%

Commercial Bank of Qatar (CBQK) 0.40 N/M N/M 950.4 4.9% 44.9% 0.00 0.00 0.0%

Doha Bank (DHBK) 0.23 -78.3% N/M 719.0 -1.9% 8.2% 2.50 2.50 7.9%

Gulf International Services (GISS) 0.28 NM NM 697.6 12.4% 3.5% 1.00 1.00 5.3%

Gulf Warehousing Co. (GWCS) 0.96 8.4% 1.5% 256.3 6.7% 12.4% 1.60 1.70 3.6%

Industries Qatar (IQCD) 1.77 42.9% N/M 1,208.2 5.1% -2.3% 4.00 4.50 4.2%

Masraf Al Rayan (MARK) 0.75 3.6% 8.1% 701.2 1.1% 10.1% 2.00 2.00 4.7%

Qatar Electricity & Water (QEWS) 3.87 -15.0% 38.0% 800.1 -3.2% 3.0% 7.50 8.00 4.3%

Qatar Gas & Transport (QGTS) 0.38 5.9% 1.6% 898.4 1.3% -7.4% 1.00 1.00 5.7%

Qatar International Islamic Bank (QIIK) 0.79 -49.1% 1.2% 345.3 11.8% 8.9% 4.00 4.00 6.8%

Qatar Islamic Bank (QIBK) 2.60 0.9% 11.8% 990.1 -7.9% 9.8% 4.75 5.00 5.1%

Qatar Navigation (QNNS) 0.84 1.2% N/M 529.2 3.8% -5.7% 3.47 2.00 3.4%

United Development Co (UDCD) 0.50 16.5% 3.2% 403.9 -13.8% -62.6% 1.25 1.25 7.6%

Total -0.6% 78.5% 9,078.4    0.9% -1.6% 4.9%
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Aggregate Net Income 

 

Source: Company financials, QNBFS Research; Note: Reported/Headline Net Income 
 

 

 

 

Banks 

 
Source: Company financials, QNBFS Research; Note: Reported/Headline Net Income 
 

 

 

 

Non-Banks (Diversified) 

 

Source: Company financials, QNBFS Research; Note: Reported/Headline Net Income 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Ne t In com e  QR 000s 2016 2017e % Ch an ge  YoY

Ahli Bank (ABQK) 631,748 686,050 8.6%

Al Khalij Commercial Bank (KCBK) 426,582 511,026 19.8%

Commercial Bank of Qatar (CBQK) 500,750 419,199 -16.3%

Doha Bank (DHBK) 1,053,781 1,120,872 6.4%

Gulf International Services (GISS) 66,961 74,516 11.3%

Gulf Warehousing Co. (GWCS) 205,666 213,639 3.9%

Industries Qatar (IQCD) 2,954,990 3,425,918 15.9%

Masraf Al Rayan (MARK) 2,075,286 2,121,358 2.2%

Qatar Electricity & Water (QEWS) 1,541,988 1,737,016 12.6%

Qatar Gas & Transport (QGTS) 954,179 816,023 -14.5%

Qatar International Islamic Bank (QIIK) 784,771 819,644 4.4%

Qatar Islamic Bank (QIBK) 2,155,104 2,390,487 10.9%

Qatar Navigation (QNNS) 711,461 459,253 -35.4%

United Development Co (UDCD) 623,218 613,145 -1.6%

Total 14,686,485 15,408,146 4.9%

Ne t In com e  QR 000s 2016 2017e % Ch an ge  YoY

Ahli Bank (ABQK) 631,748 686,050 8.6%

Al Khalij Commercial Bank (KCBK) 426,582 511,026 19.8%

Commercial Bank of Qatar (CBQK) 500,750 419,199 -16.3%

Doha Bank (DHBK) 1,053,781 1,120,872 6.4%

Masraf Al Rayan (MARK) 2,075,286 2,121,358 2.2%

Qatar International Islamic Bank (QIIK) 784,771 819,644 4.4%

Qatar Islamic Bank (QIBK) 2,155,104 2,390,487 10.9%

Total 7,628,022 8,068,636 5.8%

Ne t In com e  QR 000s 2016 2017e % Ch an ge  YoY

Gulf International Services (GISS) 66,961 74,516 11.3%

Gulf Warehousing Co. (GWCS) 205,666 213,639 3.9%

Industries Qatar (IQCD) 2,954,990 3,425,918 15.9%

Qatar Electricity & Water (QEWS) 1,541,988 1,737,016 12.6%

Qatar Gas & Transport (QGTS) 954,179 816,023 -14.5%

Qatar Navigation (QNNS) 711,461 459,253 -35.4%

United Development Co (UDCD) 623,218 613,145 -1.6%

Total 7,058,463 7,339,511 4.0%



 

 

Net Income (QR mn) of Key Qatari Stocks Under Coverage (Diversified) 

Stock 4Q2016 3Q2017 4Q2017e 
% Change 

QoQ 
Key Themes 

GISS (122.1) 6.4  52.3  720.9% 

4Q2017 could be the best quarter in what has been a difficult 

year. We expect revenue/net income to increase 

sequentially/YoY led by drilling. GISS should post revenue of 

QR697.6mn boosted by GDI, as eight offshore rigs (out of 

nine) are currently under contract. Earnings should also 

increase vs. the QR13.5mn in normalized net income for 

4Q2016 (excluding a QR133mn rig write-off) and QR6.4mn 

recorded in 3Q2017. Our earnings estimates do not include 

any potential write-downs/impairment of 1) goodwill 

(QR303.6mn due to the Amwaj Catering acquisition) and/or 

2) drilling assets (that enjoyed a QR269.4mn fair value 

increase in 2014 when GISS purchased the remaining 30% 

stake in GDI). We expect flat DPS at QR1. 

GWCS 55.6  52.0  56.4  8.4% 

Top-line/net income should see continued positive 

momentum. Revenue has increased YoY in each of the first 

three quarters of 2017 and QoQ in 2Q/3Q2017. For 4Q2017, 

we expect continued growth in revenue, while net income 

should also increase sequentially/YoY. Increasing utilization 

in Bu Sulba, growth in contract logistics/transportation and 

freight forwarding should drive business.  

IQCD 229.9  747.8  1,068.3  42.9% 

Significant uptick in fertilizer prices and positive PE prices 

should boost IQCD’s 4Q2017 results. Benchmark urea prices 

were up almost 20% YoY/sequentially, while PE prices were 

up around 5% QoQ. Steel remains the swing factor and we 

note industry prices were up significantly QoQ and YoY. Steel 

margins could also improve given lower iron ore prices. We 

note, despite the blockade, steel revenue was stronger-than-

expected in 3Q2017 and the fluidity of this situation could 

decouple IQCD’s segment performance from industry 

fundamentals. We project group net income to increase 73% 

YoY (normalized excluding QR389mn in one-off fertilizer 

impairments) and 43% QoQ. Our forecast does not include 

potential impairments – a significant investment exists in 

Foulath Holding (Bahrain), which is treated as an associate 

(steel). IQCD also has a small stake in SOLB Steel (KSA). 

Associates were held at QR1.41bn (4%) as of June 2017. In 

terms of DPS, we are modeling in QR4.50 vs. QR4 in 2016 but 

upside is possible considering IQCD’s cash trove, low capex 

and improving oil prices. 

QEWS 308.4  500.8  425.6  (15.0%) 

Seasonally weak quarter but yearly growth should be driven 

by the full contribution of RAF A3 water plant. RAF A3’s 

annual capacity improved from 22 MIGD in 4Q2016 to 36 

MIGD. 4Q2017 earnings should also grow YoY helped by 

revenue growth and increase in contribution from JVs. 

4Q2016 performance was also impacted by RLPC, which was 

down for maintenance and startup costs related to RAF A3. 

We expect an increase in DPS to QR8 from QR7.50 in 2016. 

QGTS 206.4  198.1  209.7  5.9% 

While wholly-owned ship revenue should remain flattish, we 

expect a moderate pickup in JV income to drive adjusted 

revenue/net income increase on a sequential basis. We 

remain optimistic that despite the softness in the shipyard 

businesses, Nakilat’s other JVs have stemmed some of the 

declines seen in the first 9 months of 2017. The yearly decline 

in adjusted revenue is mainly driven by a one-off hedging 

gain of QR108.9mn at QGTS’ Teekay JV. 

QNNS (47.27) 95.46 96.50 +1.1% 

We expect an encouraging 4Q. Post-blockade, we are of the 

view that QNNS has ramped up operations at Milaha 

Maritime & Logistics.  

UDCD 171.63 151.91 177.29 16.7% 

UDCD’s 4Q2017 earnings are expected to show a solid boost 

QoQ (~17%). Earnings should be down ~15% on a YoY basis 

given the recognition of the QR1.25bn sale of Abraj Quartier 

which closed in 4Q2016. The growth QoQ should be driven by 

increased reliance on land plot sales in 4Q2017 to offset 

macro rental/retail weakness. This should bring 2017’s 

earnings largely in line with 2016’s. 

  
 

   

QNBFS Research, company data  



 

 

Net Income (QR mn) of Key Qatari Stocks Under Coverage (Financials) 

Stock 4Q2016 3Q2017 4Q2017e 
% Change 

QoQ 
Key Themes 

ABQK 128.28 175.94 167.90 (4.6%) 

We expect a QoQ drop in profitability due to higher 

provisions and impairments which is usually the case in the 

4
th

 quarter. We assume a YoY surge in the bottom-line as the 

bank reported larger-than-normal investment impairments 

in 4Q2016.    

KCBK 1.51 133.75 57.47 (57.0%) 

4Q2017 net profit is estimated to drop QoQ due to 

provisions; net operating income outlook appears healthy. 

The YoY surge in profitability is a result of excess provisions 

and impairments that occurred in 4Q2016, which was 

unprecedented. On the other hand, we foresee an 

improvement in margins as growth in IEAs exceeds CoFs.  

CBQK 1.40 79.39 160.22 N/M 

We do not expect any major surprises. We estimate QoQ 

surge in CBQK’s bottom-line to be driven by net interest 

income, flat opex and a small decline in provisions. We 

pencil in a YoY surge (base effect) on the back of strong 

figures across the board as well as a sharp drop in opex.   

DHBK 34.76 333.14 72.22 (78.3%) 

We expect DHBK to follow historical trends; provisions & 

impairments to dent profitability QoQ. The estimated YoY 

surge in profitability is due to a base effect as the bank 

provisioned excessively in 4Q2016. We pencil in flat 

provisions and impairments in 4Q2017 vs. 4Q2016.  

MARK 515.59 542.01 559.46 +3.2% 

Provisioning is expected to remain muted as the majority of 

the bank’s exposure is to the public sector. Growth in 

profitability QoQ is modeled to stem from a decline in opex 

while YoY gain is estimated from net interest & investment 

income.   

QIIK 118.37 234.87 119.52 (49.1%) 

QIIK to follow historical trends. Historical trends reveal that 

QIIK books more than 90% of its provisions in the 4
th

 quarter 

as well as higher opex. As such, we estimate a 49.1% QoQ 

drop in earnings.  

QIBK 549.71 610.11 615.27 +0.8% 

We expect QIBK to continue its positive performance. We 

pencil in +0.8% QoQ in the bottom-line driven by a drop in 

provisions and impairments (in-line with recent historical 

trends; the bank books less provisions and impairments in 

the 4
th

 quarter). YoY growth is estimated to stem from net 

interest & investment income. 

  
 

   

Source: QNBFS Research, company data 
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OUTPERFORM

ACCUMULATE

MARKET PERFORM 

REDUCE

UNDERPERFORM

Greater than +20% 

Between +10% to +20% 

Between -10% to +10% 

Between -10% to -20% 

Lower than -20% 

R-1

R-2

R-3

R-4

R-5

Significantly lower than average

Lower than average 

Medium / In-line with the average 

Above average 

Significantly above average

Recommendations

Based on the range for the upside / downside offered by the 12-

month target price of a stock versus the current market price

Risk Ratings

Reflecting historic and expected price volatility versus the local 

market average and qualitative risk analysis of fundamentals 


