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2017 2018E 2019E

EPS 0.017 0.022 0.022

DPS 0.013 0.015 0.015

BVPS 0.180 0.188 0.195

P/E 11.2 8.8 8.6

P/B 1.1 1.0 1.0

Yield 6.6% 7.9% 7.9%

National Bank of Oman

Oman Arab Bank

Arabia Holding (50.1%)

Al Anwar Holding (14.2%)

George Chidiac (4.6%)

Source: IPO Prospectus, US Research

Amin mohamed Al Sharif (2.3%)

Lawrence Investment (2.2%)

ONIC SAOC (1.5%)

Public (25%)

Collecting banks

Bank Sohar

Maximum: 2.58 million shares (10% of the 

issue)

Subscription calendar

Offer open on: 04 March 2018

Offer closes on: 02 April 2018

Major Shareholders

Post IPO Shareholders

Category I application size

Minimum: 1,000 shares

Maximum: 100,000 shares

Category II: 9.04 million shares (35% of the 

issue)

Category II application size

Minimum: 100,100 shares

SUBSCRIBE; Fair Value @ RO 0.202

Offer snapshot

Face Value - RO 0.100

IPO price: RO 0.190

Company paid up capital: RO 10.33 million

Shares on offer: 25.83 million

Total value of offer: RO 4.90 million

Offer Distribution

Category I: 16.79 million shares (65% of the 

issue)
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We recommend investors to “SUBSCRIBE” to the IPO of Arabia Falcon 
Insurance Company (AFIC) as it is a recently created entity as a result of 
merger between Falcon Insurance Company and the branch operations of 
Arabia Insurance Company. It is a medium sized player in the Omani 
market focusing on Non Motor General and Life business lines, and is 
likely to witness operational synergies from FY18E. We estimate the 
company to generate ROE of 11.7% in 2018, in line with the 
management’s projections. At the offer price of RO 0.190/Share, the 
company's shares would be trading at 2018E P/E of 8.8x, and at par with 
book value, which is in line with that of its domestic peers. AFIC offers IPO 
investors an immediate dividend yield of 6.6%, which albeit a tad lower 
than the sector average dividend yield, acts as sweetener for the offer. We 
believe that the offer is somewhat fairly priced as our 12-Month fair value 
of RO 0.202/Share offers limited upside potential of 6.2% only. Our 
valuation is based on blended DDM and Justified Price to Book method, 
which we believe, will indicate the company’s intrinsic value. The dividend 
yield offered by the company in 2018 and 2019E are at a marginal 
discount to that are being offered by most of the other insurance 
companies in the market. At the target price of RO 0.202/Share, AFIC is 
valued at PER of 8.8x its 2018E EPS. Taking cues from the 
management’s guidance of positioning the company as a life and general 
insurer, we feel that AFIC would be able to deliver on its full year 
projections for 2018E. However, we believe that the targeted dividend 
payout of 68% is a little optimistic given the fact that the company has to 
provide for contingency reserve. While we expect GWP of mature 
insurance companies to decline in 2017-19E, AFIC is gearing up to 
capture market share in niche segments such as life insurance. We 
believe it has obtained the necessary firepower from the recent merger 
and is geared up to achieve moderate business growth in a highly 
competitive market. 
 
Key investment arguments 

 One of the few companies which are targeting to focus on the Non 
Motor General and Life business lines.  

 Relatively small yet fast growing company; merger has created 
efficiencies of scale in Life segment. 

 Topline growth and improved combined ratio from careful risk 
selection and better claims management to drive underwriting 
performance. 

 
The merged entity has created opportunity for business growth, increased 
premium retention, and efficient claims management, which should help in 
better underwriting margins. The management expects to achieve stable 
combined ratio of around 93% by leveraging on the expertise of the 
company’s promoters. The investment book in excess of RO 31 million 
should provide decent returns, which should help the company to 
generate additional income. 
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Favourable demographics and low insurance penetration to drive long term growth in Insurance 
Long term growth opportunities of insurance sector should come from the lower insurance penetration, a 
favourable demographics with 56% of the population between the age group of 15-40 years, and product 
innovation focusing a growing SME segment. In the wake of increasing effect of technology on our daily 
lives, and the increasing level of cyber threats at personal and commercial levels, coverage against cyber 
risks could be an evolving area for insurance coverage over the long term. 
 

 
 Source: NCSI; IPO Prospectus; US Research 
 
Oman’s insurance sector growth is driven by life and medical insurance  
Oman's combined life and general GWP reached RO 450 million, registering a growth of 7.7% during the 
past 3 years. This growth was contributed by rapid growth of health and life insurance premium, which 
grew by 25.8% and 21.4% per annum respectively during 2013-16A. As a result of the rapid growth of life 
and health premium, the combined market share of these two segments rose from 26.6% in 2013 to 
40.8% in 2016. The largest segment in Oman's insurance sector is motor insurance, which contributes to 
around 35% of the sector GWP and grew at CAGR of 2.3% during the last 3 years. Health insurance 
GWP's share in the total GWP grew from 16.2% in 2013 to 25.8% in 2016 and that of life insurance grew 
from 10.5% to 15.0% during the same period. 
 

 
Source: CMA Insurance market review; US Research 

 
We believe that future growth in GWP will be contributed by further expansion of health and life insurance 
premium as the government is pushing for mandatory health insurance for all employees in the country. 
Supported by continued momentum in health and life policies, we estimate Oman's GWP to grow at 
marginal rate of 1.9% per annum during 2016-18, reaching RO 467 million. General insurance premium is 
likely to decline to RO 378 million in 2018E as compared to RO 383 million in 2016A, driven primarily by 
the decline in motor, property, and engineering segments. 
 
Motor insurance segment premium s to remain under pressure; benign claim development to stay 
here 
New vehicle registrations in the country are showing a declining trend during the last 3 years. Despite 
unprecedented sales promotion efforts by vehicle dealerships, average monthly vehicle registrations 
came down by 29% to 6,199 in 1H17 from 8,769 per month during the year ago period. Even during the 
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seasonally better Ramadan month sales also showed a lackluster performance in terms of new vehicle 
registrations. During 2016, the average monthly registrations came down by 5% to 8,309 vehicles from 
2015 levels, which again declined by 22% in 2017 to 6,522 vehicles per month. The growth in total 
number of vehicles in the Sultanate also is on a declining path, resulting in an increase in the average 
age of vehicles on the roads, which could potentially lead to lower premium income from comprehensive 
insurance premiums. 
 

 
Source: NCSI; US Research 

 
These trends are causing a shift in the vehicle insurance pattern in the country. The proportion of third 
party premium is increasing while the comprehensive motor premiums are showing a declining trend. 
Total comprehensive premium written by the companies declined by 5% per annum during 2013-16, with 
the decline more pronounced in 2016 where it was 13% compared to 2015 levels. Comprehensive 
premium collection of companies stood at RO 94 million in 2016 as compared to RO 108 million in 2015. 
 
TP premium collection by companies grew by 10% per annum during the last three years to reach RO 64 
million. It grew by 13% in 2016 alone. We feel that companies with heavy motor portfolio would find a 
challenging scenario in maintaining overall GWP levels unless look for opportunities in other sectors, 
which might result in intensified competition and price war. 
 

 
Source: CMA Insurance market review; US Research 

 
Motor premium are likely to decline as growth in new vehicle registration slows, and large customers 
resorting to cost saving strategies by preferring third party insurance. Double digit growth seen in Motor 
TP premium and policies indicate the new trend in motor insurance. As new car registrations in the 
country is slowing down  on account of challenging macro-economic environment, we estimate motor 
segment premium to register average annual decline of 4.9% over 2016-18E, reaching RO 143 million 
from RO 158 million. We have seen 3.5% decline in the number of comprehensive policies being written 
in 2016, while the average premium declined by 9.2% to RO 315/policy. 
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Insurance companies used to retain more than 85% of the premium from motor insurance in 2013. 
However, the retention ratio witnessed a declining trend in 2016, down to 81.3% in third party premiums 
and 83.7% in comprehensive segment. The claim ratio of motor TP has reached more than 100% in 2016 
from 77% in 2014, while that of comprehensive segment increased to 70% in 2016 from 64% a couple of 
years ago. We attribute the unusual claim ratio in Motor TP to the restructuring in the insurance portfolio 
of Dhofar Insurance. On a normalized level, the average claim level of motor portfolio is likely to stabilize 
at 70% during 2016A-18E.  
 

 
Source: CMA Insurance market review; US Research 

 
The pricing outlook on motor insurance is challenging due to surplus capital and benign claims 
development. We feel that prices are likely to continue on a downward path in motor insurance and 
companies will strive for growth in market share in the near future. Increased capacity resulting from 
capital injections and absence of large natural catastrophe events are likely to result in softening of rates 
in a shrinking market. Customer retention cost in the form of discounted premium is likely to grow through 
2018E. 
 
Premium growth of non-motor general insurance segment is likely to remain muted with a negative bias 
through 2018. Premium from property insurance has been steadily declining over the last three years, 
and registered annual decline rate of 3.4% to reach at RO 45 million in 2016. Lower levels of government 
and private sector spending on new real estate development projects led to the decline, and we estimate 
a further decline of 4.2% through 2018E, before activities are likely to pick up in 2019. 
 

 
Source: CMA Insurance market review; US Research 

 
We see limited GWP growth opportunities general insurers in the domestic market as macro headwinds 
deterring volume growth in 2016-18E. Health insurance premium is estimated to maintain double digit 
growth as regulatory initiative towards mandatory health insurance takes a definite shape. Life premium 
also is maintaining growth momentum on account of increased insurance awareness and the rise of 
middle income population. 
  
Claim ratios to decline barring catastrophe events, leading to improvement in underwriting results  
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Until recent past, Oman used to be notorious for the number of road accidents and deaths on roads. The 
improvement in road infrastructure along with awareness campaign and strict law implementation by the 
ROP has resulted in drastic improvements in Oman's road safety. The number of accidents got reduced 
from 7,201 in 2013 to 4,219 in 2016, and 3,774 accidents in 2017. Number of personal injuries from these 
accidents was as high as 9,965 in 2013, but the same got reduced to 2,929 by 2016, again inching higher 
to 3,097 in 2017. These numbers have favourably reflected on the motor portfolio of insurance companies 
in terms of reduction in claim ratio and incurred claims. Claims ratio on comprehensive motor insurance 
policies improved from 73.0% in 2013 to 69.8% in 2016. 
 

 
Source: NCSI; US Research 

 
Combined ratios to improve on better underwriting results and efficient cost management 
Despite softening of rates, underwriting profitability of insurance companies is likely to see marginal 
improvement on account of higher retentions, lower claims, and control of admin expenses. Commission 
income plays a major role in the expense ratios of most of the national players as they have a higher 
ceding ratio. We estimate net commission income to witness marginal decline in the short term as 
retentions rise. However, as companies roll out more direct sales channel strategies such as online policy 
selling, we expect the pressure on broker commissions to ease off over the longer term outlook.  
 

 
Source: CMA Insurance market review; US Research 

 
Investment income of Omani Insurance Sector has been weak in the past due to low interest rate 
environment. However, we see investment income gradually rising in tune with rise in interest rates, but 
with a lag effect. National companies who had fresh capital injection this year are likely to benefit more as 
they most likely placed the funds in high yield deposits. Total investments of Omani insurers were at RO 
564 million at the end of 2016, with ca.85% being placed in bank deposits and fixed income securities. 
Average yield on fixed income instruments were 3.1% during 2016 and we expect the yields to go up by 
75 bps in 2017E. Regulatory restrictions, low liquidity of the local market and general risk aversion of 
insurance companies along with bleak market outlook restrict the scope for high level of equity allocations.
  



 

7 | P a g e 
 

     IPO Note – Arabia Falcon Insurance Co  
    01 April 2018 

 

Driven by life insurance segment, AFIC’s GWP growth is projected at 13% CAGR through 2017-
2021E: In 2016, while the number of policies issued has shown a growth of 5.4%, the gross premium fell 
by 29.5% as compared to 2015. This is primarily attributed to the process of the change in ownership and 
the business combination process that was underway in 2016 as well as competitive pricing pressure in 
the market, and loss of major corporate client account. In terms of market share, the engineering, 
liabilities and motor (comprehensive) are the lines of business where the Company enjoys a relatively 
higher share in 2016. Life Group Insurance showed a steep decline due a loss of a major policy due to 
change in the methodology of insurance followed by the concerned client bank. 
 

 
Source: IPO Prospectus and US Research 

 
The Company’s major clients include several prominent banks, government companies and private 
business groups. Over the last three years, the Company has added several new clients, and thereby 
diversified the client portfolio.  
 
NEP to report 23% CAGR on lower retention and business synergies resulting from the merger: 
The Company’s overall claims ratio has improved from approximately 77% in 2015 to approximately 67% 
in 2016. Several initiatives taken by the Company means the Management believe the claims ratio is 
expected to improve further in the coming years. As at 31st August 2017, based on the audited financial 
statements of the Company, net claims reported but unsettled was RO 6.05 million (net of reinsurance) 
while claims incurred but not reported (IBNR) was RO 0.86 million. 
 

 
Source: IPO Prospectus and US Research 

 
The Company recorded underwriting profit of RO 3.048 million, RO 2.890 million and RO 3.816 million in 
the years 2014, 2015 and 2016 respectively. The dip in the year 2015 was due to additional provision 
taken for Motor class. 
 
As per the Company’s audited financial statements of 2016 and solvency calculations, the Company had 
assets which exceeded its liabilities, as per the requirements of the Insurance Law. The Company 
expects that its present and projected reserves will enable it to meet the additional solvency requirements 
arising from the anticipated growth in the business of the Company. In the event the Company fails to 
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maintain the prescribed solvency margin or contingency reserves then the Company will not be able 
declare dividend to the shareholders till such time the deficiency is corrected.  
 
Underwriting profit growth to be driven by higher retention and efficient claim management: AFCI 
projects its net underwriting results to grow at CAGR of 19.5% during the forecast period, driven by 
aggressive claim and combined ratio assumptions. While the company says that the growth to be driven 
by higher contribution from life business, the experience in 2017 paints an entirely different picture. The 
company used to conduct bancassurance business with Bank Muscat, which gave a major contribution to 
the life portfolio. However, the company lost this portfolio in 2017, and the impact of the same is seen in 
the underwriting profit contribution by different business lines. Despite a contribution of 20% to the GWP, 
the life segment has contributed only 8% to the company’s underwriting business in 2017. While we note 
that the life insurance business is of long term nature, the dwindling population of white collar expats may 
limit the growth and profitability potential from the segment. 
 

 
Source: IPO Prospectus and US Research 

 
The Company expects to realise economies of scale resulting from the business combination of Arabia 
Insurance Oman Branch, primarily through streamlining of operations, rationalization of cost structure, 
more focused marketing structure as well as from a larger revenue base and the support from the parent 
company. In terms of business lines, the Company intend to focus on its individual life business where it 
sees significant opportunities to grow based on the market requirements as well as its plans to introduce 
new products subject to regulatory approvals. 
 
 

 
Source: IPO Prospectus and US Research 

Improvement in COR and better investment yields to drive net profit growth for AFIC: The company 

forecasts to deliver net income CAGR of 36% over the next 4 years. The enhanced scale of operations 

from business combination supported by improvement in operations and investment yields are expected 

to drive the ambitious profit growth target of the company. AFIC plans to follow a conservative investment 

approach with focus on bank deposits and limit its exposure to equity investments. Thus the management 
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aims at reducing earnings volatility over the forecast period. We feel that the company’s target to maintain 

stable COR of 92% is a little optimistic given the scale of operations and the operating history of both the 

companies. However, the plans to focus more on life insurance rather than the overcrowded motor 

segment might bode well for the company and aid in achieving the set growth targets over the long run. 

AFIC’s weighted Residual Income- Relative valuation shows limited upside potential of 6.2% from 
the IPO price: We used a multi valuation approach to see possible implications on AFCI’s intrinsic value. 
The two methods adopted for valuation resulted in fair value falling between RO 0.206 and RO 0.195. 
The deviation from IPO offer price is within 8%, indicating a high probability of AFIC’s IPO being fully 
priced for the projected performance growth and dividends. We believe that the blended valuation 
approach is in line with the company risk and we used the financial projections provided by the company 
in our valuation exercises. The valuation considered higher weights to intrinsic valuation methodology and 
a lower weight to the justified P/B. The blended fair value thus arrived of RO 0.202 is 6.2% higher than 
the issue price of RO 0.190, indicating lower chances of any significant listing gains. Hence, we 
recommend the IPO for medium and long term investors who are looking to position their portfolios for a 
yield based insurance sector exposure.  
 
Residual Income Model valuation at 0.206/Share; 8.5% higher than the offer price: We valued AFIC 
using residual income method and the fair value of RO 0.206 thus arrived offers an upside potential of 
8.5% from the offer price. We used cost of equity of 11.0% derived from risk free rate of 5.0%, equity risk 
premium of 6%, and assumed beta of 1.0. We further assumed that the company's ROE is likely to 
remain stable over the medium term.  
 

 
 
 

 
Source: IPO Prospectus and US Research 

 
Relative valuation – Justified Price to Book value: We have valued AFIC using comparable ratios of 
peers. We have conducted the peer valuation of AFIC against 6 out of 7 listed conventional insurance 
companies in Oman. AFIC has projected to generate ROE of 11.4% in 2018E. Using cost of equity of 
11.0% and terminal growth rate of 0%, the justified P/B value of Arabia Falcon Insurance Company was 

Residual income valuation assumptions Arabia Falcon Insurance Co. 2018E 2019E 2020E 2021E 2022E 2023E

Valuation inputs Beginning book value 18,599   19,529   20,273   21,290   22,403   23,663   

Risk free rate 5.0% Net income 2,221     2,293     2,566     2,921     3,067     3,067     

Market return 11.0% %YoY NM 3.2% 11.9% 13.8% 5.0% 0.0%

Risk premium 6.0% Dividends 1,291     1,550     1,550     1,808     1,808     1,808     

Beta 1.00        Payout ratio 69.8% 67.6% 70.4% 61.9% 58.9% 60%

Cost of equity 11.0% Ending book value 19,529   20,273   21,290   22,403   23,663   24,923   

Terminal growth rate 0.0% Cost of equity 2,148     2,230     2,342     2,464     2,603     2,741     

Current Price 0.190 Residual income 73         63         225       457       464       326       

Date of valuation 31-Mar-18 Source: IPO Prospectus and US Research; All Figures in RO ,0000 unless mentioned otherwise

Valuation 2018E 2019E 2020E 2021E 2022E 2023E

Year fraction 0.75      1.75      2.74      3.74      4.74      5.74      

PV of residual income (RO ,000) 68         53         169       309       283       179       

Terminal growth rate 0.0%

PV of terminal residual income 1,627     

Beginnning book value (RO ,000) 18,599   

Total equity value (RO ,000) 21,286   

No of shares (,000) 103,302 

Fair value per share (RO) 0.206     

Offer Price (RO) 0.190     

Upside/downside 8.5%
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derived at 1.04x its FY18E book value. The valuation thus arrived through justified P/B indicate fair value 
of RO 0.195 for the stock, which is 2.6% higher than the offer price.  
 

 
 
The comparative valuation landscape indicates that the IPO of AFIC is priced fairly against its peer group, 
indicating limited upside potential for the stock. We feel that there are other stocks which offer 
combination of better earnings and dividend visibility along with growth opportunities.  
 
 

 
Source: IPO Prospectus and US Research 

 
 
While these companies offer little diffentiation in terms of segmentation, the valuation landscape of 
insurance companies are concentrated in a very tight space, with the exception of National Life and 
General Insurance Company. As AFCI IPO also is being priced within the valuation range of its peers, we 
believe that our valuation scenarios reflect the current market situation.  
 
 

 
Source: IPO Prospectus and US Research 

 
 
 

Justified P/B Model Multiple Profit CMP (RO) Mcap ROE (%) P/B (x) Yield P/E (x)

2018E Book Value per share 0.188 Oman United Insurance 3,300 0.338 33,800 11% 1.2 8.9% 10.1

2018E ROE 11.4% Al Ahlia Insurance 3,700 0.366 36,600 10% 0.95 8.7% 9.9

Cost of equity 11.0% Vision Insurance 1,800 0.143 14,300 13% 1.0 9.8% 7.8

Terminal Growth Rate 0.0% National Life & General 8,480 0.320 84,800 17% 1.7 5.0% 10.1

Justified P/B Multiple 1.04 Oman Qatar Insurance 1,900 0.135 13,500 12% 0.9 5.9% 7.2

Fair value per share 0.195 Muscat Insurance 1,470 0.816 8,568 9% 0.5 6.1% 5.7

Arabia Falcon Insurance 1,756 0.190 19,627 9% 1.1 6.6% 11.1

Total 20,650 191,568 13% 1.2 6.8% 9.3

All figures in RO ,000 unless mentioned otherwise. 

Source: Company reports, IPO Prospectus, & US Research
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Blended fair value of RO 0.202 indicates the issue is fairly priced in for indicated yield and growth:  
The blended Residual income -Justified P/B valuation resulted in arriving at RO 0.202 as the intrinsic fair 
value of AFIC, which is within 6.2% of the offer price. We have applied high weights to cash flow based 
valuations as we believe these valuations better reflect the long term intrinsic value of the company. 
While the relative valuations reflect current market and economic situation, we will be looking at the long 
term value embedded in the company's shares.  
 

 

 
About the company 
Arabia Falcon Insurance Company was originally incorporated in Oman as an SAOC with the name 
Falcon Insurance Company SAOC and registered in the commercial register of the MOCI on 29 June 
2005. Subsequently, at an EGM held on 4th January 2017 the shareholders of the Company unanimously 
approved the combination of the insurance portfolio and operations of Arabia Insurance Oman branch 
and the Company. Pursuant to the preliminary approval granted by the CMA, the transaction was 
implemented with effect from 27

th
 March 2017 through completion of the following legal measures: 

 
1. Arabia Holding and Lawrence Investments acquired 54.29% shares in the issued and paid up capital of 
the Company through a sale and purchase of shares completed on the MSM on 22 March 2017. 
 
2. The Primary Commercial Court at Muscat issued an order dated 22 March 2017 for the transfer of all 
assets and liabilities, contracts, employees and business of AIC Oman Branch’s life insurance portfolio to 
FIC pursuant to the provisions of Article 39 of the Insurance Law. 
 
3. The Company acquired the entire portfolio, business, contracts, rights, assets, liabilities and employees 
of the life and non-life insurance business of AIC Oman Branch by execution of a Business Transfer 
Agreement before the Attestation Department of the MOCI on 27 March 2017 (as amended on 14 
November 2017). 
 
4. The Company issued 3,935,709 ordinary shares of RO 1 to Arabia Holding by increasing its issued and 
paid up share capital from RO. 6,394,457 to RO. 10,330,166 in consideration of the transfer of the assets 
and business of AIC Oman Branch to the Company 
 
At an EGM held on 19th June 2017, the Shareholders resolved to transform the Company into an SAOG 
organized under the laws of Oman by offering 25% of the Issued Share Capital of the Company to the 
public. The CMA granted AFIC a waiver from the requirements in Article 61 of the CCL to offer 40% of the 
Issued Share Capital to the public. The CMA has also permitted Arabia Holding to hold 50.1% shares in 
the Company as a strategic investor pursuant to its letter dated 13

th
 March 2017. 

 
 
 
 
 
 
 
 

Blended Valuation

Valuation Methods

Residual income

Justified P/B Model

Fair Value 

Current price

Upside 6.2%

0.202

0.190

0.195 40% 0.078

Fair Value/ 

Share  Weightage

Weighted Value  

(OMR)

0.206 60% 0.124
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Pre-IPO and Post-IPO Shareholding structure 
 

 
 

 

Source: IPO Prospectus and US Research 

 
Purpose of the offer 
The purpose of the offer is to transform the Arabia Falcon insurance Company from an SAOC to an 
SAOG and list the Shares on MSM. The conversion and the Offer have been approved by the 
Shareholders at an EGM held on 19th June 2017. The Offer will enable the Company to comply with the 
requirements of Royal Decree 39/2014 which amended the Insurance Law, requiring existing licenced 
insurance companies to be converted as SAOGs within three years from the date of the publication of the 
said Royal Decree in the official gazette. 
 
The offer proceeds including the premium and excluding amount collected towards offer expenses will be 
remitted in full to the selling shareholders on listing of the company's shares in MSM. Therefore, the 
Company will not receive any amount other than the amount collected towards offer expense. If the actual 
offer expenses are less than the amount collected from the successful applicants, the surplus will be 
retained by AFIC and credited to its reserves. 
  

Name of Shareholder Pre-IPO shareholding Post IPO Shareholding % Post-IPO shareholding

Arabia Holding 51,754                        51,754                          50.1%

lawrence Investment 20,255                        2,252                            2.2%

Al Anwar Holding 19,627                        14,720                          14.2%

Mr. George Chidiac 6,400                          4,800                            4.6%

Mr. Amin mohamed Al Sharif 3,200                          2,400                            2.3%

ONIC SAOC 2,066                          1,550                            1.5%

Public -                             25,825                          25.0%

Total 103,302                      103,302                        100%
Source: IPO Prospectus and US Research; All f igures in ,000 
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BALANCE SHEET 2017 2018 2019 2020 2021

PPE 109           64             30             27             4              

Provisional goodwill 951           951           951           951           951           

Other intangible assets 39             259           154           61             1              

AFS investments 6,520        7,000        7,500        9,000        9,000        

Term deposits 17,051      21,300      21,500      21,500      21,500      

Total non current assets 26,413      29,574      30,135      31,539      31,456      

Trading investments 880           800           1,300        1,500        3,000        

Term deposits 7,017        1,500        2,000        3,000        4,000        

Insurance and other receivables 7,717        4,189        4,597        5,048        5,478        

Reinsurer's share of insurance funds 18,736      6,539        7,184        7,356        7,611        

Cash and equivalents 1,798        133           193           93             315           

Total current assets 36,147      13,161      15,274      16,996      20,404      

Total assets 62,560      42,734      45,409      48,535      51,860      

End of service benefits 357           474           545           572           600           

Total non current liabilities 7,069        474           545           572           600           

Insurnace funds 28,151      14,280      15,337      16,495      17,796      

Reinsurance contract payables 5,756        6,283        6,895        7,572        8,217        

Claims and other payables 2,698        1,885        2,069        2,271        2,465        

Taxation 288           391           397           443           485           

Total current liabilities 36,892      22,839      24,698      26,781      28,963      

Total liabilities 43,961      23,312      25,243      27,353      29,564      

Share capital 10,330      10,330      10,330      10,330      10,330      

Share premium 1,749        1,749        1,749        1,749        1,749        

Legal reserve 681           889           1,118        1,375        1,667        

Contingency reserve 3,981        4,312        4,715        5,170        5,676        

Fair value reserve 196           235           235           235           235           

Retained earnings 1,662        1,907        2,018        2,324        2,639        

Total equity 18,599      19,422      20,166      21,183      22,296      

Total quity & liabilities 62,560      42,734      45,409      48,535      51,860      

INCOME STATEMENT 2017 2018 2019 2020 2021

GWP 17,065      20944 22985 25239 27389

Premium ceded 9,315        9146 9033 9465 9728

Net Premium written 7,751        11799 13952 15774 17661

Change in UPR (507)          (622) (683) (750) (813)

NEP 7,244        11177 13269 15024 16848

Claims paid 8,332        10225 11222 12322 13372

reinsurance share of claims 3,128        2872 2048 1831 1533

Net claim paid 5,204        7353 9174 10492 11839

Movement in net outstanding claims 499           612 672 738 801

Net claims incurred 4,705        6741 8502 9754 11038

Net insurance income 2,539        4436 4768 5271 5810

Commission expense 1,235        1515 1663 1826 1981

Commission income 1,171        1149 1135 1190 1223

Net commission (64)            (366) (528) (636) (759)

Other underwriting income 152           187 205 225 244

Net undersriting result 2,627        4,257        4,445        4,859        5,295        

Investment income 867           1141 1192 1341 1513

Other income 386           366 382 401 419

Total income 3,880        5764 6019 6601 7228

SG&A expenses 2,927        3152 3329 3592 3821

Profit before tax 954           2612 2690 3010 3407

Taxation 107           391 397 443 485

Net profit after tax 847           2221 2293 2566 2921
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RATIOS 2017 2018E 2019E 2020E 2021E

Insurance ratios

Retention ratio (%) 55% 44% 39% 38% 36%

Loss ratio (%) 75% 62% 62% 62% 62%

Expense ratio (%) 31% 30% 31% 31% 30%

Combined ratio (%) 106% 92% 93% 93% 92%

Investment ratios

Yield on equity investments (%) -12% 9% 9% 9% 9%

Interest yield on deposits (%) 3.80% 4% 4% 4% 4%

Investment yield (%) 3.90% 4.90% 4.90% 5% 5%

Investment income/net revenue (%) 12% 10% 9% 9% 9%

Investments/Assets 51% 72% 71% 72% 72%

AFS investment/Total Assets 10% 16% 17% 19% 17%

AFS investments/Total investments 20% 23% 23% 26% 24%

Investments/Total Equity 172% 158% 160% 165% 168%

Growth

GWP (yoy) 50% 23% 10% 10% 9%

NEP (yoy) 89% 54% 19% 13% 12%

Net claims (yoy) 131% 43% 26% 15% 13%

Net commission income (yoy) -138% -472% -44% -21% -19%

Underwriting profit (yoy) 27% 62% 4% 9% 9%

Investement income 64% 32% 4% 13% 13%

Net income -13% 162% 3% 12% 14%

Total investments 78% -4% 6% 8% 7%

Solvency

Gross policy reserves/GWP 119% NA NA NA NA

Net policy reserves/NEP 207% 128% 116% 110% 106%

Net policy reserves/Total equity 81% 74% 76% 78% 80%

Per share

EPS (RO) 0.017        0.022        0.022        0.025        0.028        

BVPS (RO) 0.180        0.188        0.195        0.205        0.216        

DPS (RO) 0.013        0.015        0.015        0.018        0.020        

Payout ratio 74% 70% 68% 70% 71%

ROE (%) 9.4% 11.4% 11.4% 12.1% 13.1%

Valuation

Offer price (RO) 0.190        0.190 0.190 0.190 0.190

Market Cap (RO ,000) 19,627      19,627 19,627 19,627 19,627

P/E (x) 11.2          8.8            8.6            7.6            6.7            

P/B (x) 1.1            1.0            1.0            0.9            0.9            

Price/GWP (x) 1.2            0.9            0.9            0.8            0.7            

Dividend Yield (%) 7% 8% 8% 9% 11%
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compensation or act as advisor or have other potential conflict of interest with respect to company/ies mentioned herein or 
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