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Summary of unaudited results as at 31 March 2007

31-Mar-07 31-Mar-06 Change %

RO' 000 RO' 000

Loans and advances net of provisions
and reserved interest 2,035,024 1,477,989 38%

Deposits 2,228,196 1,631,670 37%

Net assets 310,411 274,226 13%

Net assets per share  * 0.339             0.329          3%

3 months 
ended 31 

March  2007

3 months 
ended 31 

March 2006

Change %

Net interest income 28,182 21,675 30%

Net profit before tax for the period 22,264 15,454 44%

Net profit after tax for the period 19,064 13,254 44%

Basic earnings per share (annualised) ** 0.083             0.064          31%

Diluted earnings per share (annualised) ** 0.083             0.064          31%

Capital adequacy ratio *** 12.47% 12.14% 3%

*      Net assets per share is calculated by dividing net assets owned by ordinary shareholders at 31
        March 2007 by 915.56 million number of ordinary shares. (2006 : 832.32 million ordinary shares)

**    Basic and Diluted earnings per share is calculated as per International Accounting Standard No : 33.

***  Capital adequacy ratio has been calculated in accordance with the Basle II guidelines.
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Unaudited Profit and loss account
For the three months ended 31 March 2007

Notes 3 months 
ended 31 

March  2007

3 months 
ended 31 

March 2006

RO' 000 RO' 000

Interest income 1 48,333 32,921

Interest expense 2 (19,218) (10,255)

29,115 22,666

Interest expense on tier II capital (933) (991)

Net interest income 28,182 21,675

Other operating income 3 9,730 7,918

OPERATING INCOME 37,912 29,593

OPERATING EXPENSES

Other operating expenses (13,960) (11,259)
Depreciation (896) (766)

(14,856) (12,025)

Impairment for credit losses 5 & 8b (4,119) (4,059)
Recoveries from impairment for credit losses 5 2,037 1,453
Share of profit from associates 8a 1,290 492

(15,648) (14,139)

PROFIT BEFORE TAXATION 22,264 15,454

Tax expense (3,200) (2,200)

NET PROFIT FOR THE PERIOD 19,064 13,254
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Unaudited Balance sheet
As at 31 March 2007

Notes 31-Mar-07 31-Mar-06
RO' 000 RO' 000

ASSETS
Cash and balances with Central Banks 61,968 27,393
Placements with banks 652,953 343,426
Loans and advances 4 & 5 2,035,024 1,477,989
Investments 8 299,381 224,271
Investment in associates 8 34,053 28,772
Property and equipment 11,599 10,867
Other assets 174,662 117,584

3,269,640 2,230,302

LIABILITIES AND SHAREHOLDERS' FUNDS
LIABILITIES
Deposits from banks 417,400 131,005
Customers' deposits 6 2,040,473 1,438,872
Certificates of deposit 27,045 41,745
Unsecured bonds 54,803 54,803
Floating rate notes 105,875 96,250
Other liabilities 223,298 144,126
Taxation 10,575 9,654
Subordinated liabilities 79,760 39,621

2,959,229 1,956,076

SHAREHOLDERS FUNDS
Share capital 91,556 83,233
Share premium 79,490 79,490
General reserve 56,308 24,612
Legal reserve 27,745 25,222
Revaluation reserve 1,215 1,215
Subordinated loan reserve -                31,696
Cumulative changes in fair value 8b 1,232 2,501
Retained profit 52,865 26,257

310,411 274,226

TOTAL LIABILITIES AND SHAREHOLDERS' FUNDS 3,269,640 2,230,302

Related party information

Due from related parties 51,318 51,777
Due to related parties 32,763 17,469

Off-balance sheet items

Contingent liabilities
-     letters of credit 190,202 146,546
-     guarantees 448,669 317,641

638,871 464,187
Commitments
-     forward sales 405,032 321,716
-     forward purchases 404,697 321,487

Options
-    Sales 20,998 27,731
-     Purchases 20,998 27,731
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Unaudited Statement of cash flow
For the three months ended 31 March 2007

3 months 
ended 31 
March  
2007

3 months 
ended 31 

March 2006

RO' 000 RO' 000

Cash flow from operating activities

Net profit for the period before taxation 22,264 15,454
Adjustments for :
Depreciation 896 766
Profit(Loss) on sale of tangible fixed assets -              (13)
Investment income (1,494) (911)
Operating profit before working capital changes 21,666 15,296

Change in operating assets* (233,239) (249,047)
Change in operating liabilities** 269,712 168,140
Net cash from operating activities 58,139 (65,611)

Net cash used in financing activities 12,128 (26,403)
Net cash used in investing activities 6,815 (2,263)

Net increase in cash and cash equivalents 77,082 (94,277)

Cash and cash equivalents brought forward 298,601 296,270

Cash and cash equivalents carried forward 375,683 201,993

*  Operating assets includes deposits with central banks, bank placements, loans and advances
      and other assets.
** Operating liabilities includes customer deposits, deposits from banks and other liabilities.
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Unaudited Statement of Changes in Equity
Period ended 31 March 2007

Share 
capital

Share 
premium

General 
reserve

Legal 
reserve

Revaluation 
reserve

Subordinated 
loan reserve

Cumulative 
changes in fair 

value

Retained 
profit Total

RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000

Balance at 31 December 2005 75,666 79,490 24,612 25,222 1,215 31,696 1,233 46,973 286,107 
 Bonus shares issued 7,567 (7,567)                        -   
 Net profit for the year 60,432 60,432 
 Dividend paid - 2005 (26,483) (26,483)
 Transfer of subordinate loan reserve to 
general reserve 

31,696 (31,696)                        -   

 Transfer to legal reserve 2,523 (2,523)                        -   
 Change in fair value of investments available 
for sale 

(181) (181)

 Profit on translation of net investments in 
associates 

210 210 

Balance at 31 December 2006 83,233       79,490          56,308       27,745       1,215                  -                1,052              71,042         320,085            

Bonus shares issued 8,323 (8,323)                        -   
Net Profit for the period 19,064 19,064 
Dividends paid - 2006 (29,132) (29,132)

 Change in fair value of investments available 
for sale 

180 180 

 Profit on translation of net investments in 
associates 

214 214 

Balance at 31 March 2007 91,556       79,490          56,308       27,745       1,215                  -                    1,232               52,865         310,411            
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Notes to the Financial Statements as at 31 March 2007

1. Interest Income

Interest bearing assets earned interest at an overall rate of 7.08% for the three months
ended 31 March 2007. (2006 : 7.01%). 

2. Interest expense

For the three months ended 31 March 2007 the average overall cost of funds 
was 3.37%. (2006 : 2.70%).

3. Other operating income
31-Mar-07 31-Mar-06

RO' 000 RO' 000

Foreign Exchange 1,090 684
Commission and fees (net) 7,277 5,932
Dividend income 693 463
Profit/(loss) on sale of investment securities 138 448
Other income 532 391

9,730 7,918

The commission and fees shown above is net off commission and fees paid of RO 66 K.
(2006 : RO 40 K.) 

4. Loans and advances

Loans and advances is analysed as follows:

31-Mar-07 31-Mar-06

RO' 000 RO' 000

Corporate and Other lending 1,271,128 920,581
Personal lending 862,722 670,594
Gross loans and advances 2,133,850 1,591,175
Less : Provisions and reserved interest 98,826 113,186
Net loans and advances 2,035,024 1,477,989

For the three months ended
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Notes to the Financial Statements as at 31 March 2007 (continued)

4. Loans and advances (continued)

The maturity of these is analysed as follows:

31-Mar-07 31-Mar-06

RO' 000 RO' 000

Less than 1 year 718,083      520,207
1 to 3 years 288,077      180,268
3 to 5 years 166,463      122,024
Over 5 years 961,227      768,676

2,133,850 1,591,175

The interest rate band of these are as follows:

31-Mar-07 31-Mar-06

RO' 000 RO' 000

0-5% 107,943      327,224
5-7% 818,688      410,710
7-9% 973,210      480,802
9-11% 179,692      262,723
11-13% 37,620        96,171
more than 13% 16,697        13,545

2,133,850 1,591,175
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Notes to the Financial Statements as at 31 March 2007 (continued)

5. Provisions and reserved interest

The movement on the provision for possible credit losses and reserved interest for the period is
analysed as follows:

Provisions Reserved 
Interest

RO' 000 RO' 000

At 1 January  2007 88,290 30,236
Provided during the period 4,119 -              
Released/recovered during the period (2,031) -              
Written off during the period (14,397) (9,302)
Transferred during the period -              -              
Interest reserved during the period -              2,425
Reserved interest recovered -              (514)
At 31 March 2007 75,981 22,845

Provisions Reserved 
Interest

RO' 000 RO' 000

At 1 January 2006 80,721 29,182
Provided during the period 4,059 -              
Released/recovered during the period (1,453) -              
Written off during the period (654) (306)
Interest reserved during the period -              2,680
Reserved interest recovered -              (1,043)
At 31 March 2006 82,673 30,513

Recoveries of RO 2,037 K (March 2006: 1,453 K) reported in the income statement includes RO 6 K 
(March 2006: Nil) recovered from loans written off earlier.

Provisions (excluding general provision) represent 105.10% of impaired loans and advances at 
31 March 2007. (2006 : 96.65%)

Interest is reserved on loans and advances which are impaired.

During the quarter, the Bank has written off impaired consumer loan portfolio amounting to RO 21.6 mn
which was fully provided for.

At 31 March 2007 loans and advances on which interest had been reserved amounted to 
RO 64.4 Million (2006 : RO. 94.15 Million).

*    Specific provisions are established after considering security on a case by case basis in
      respect of specific loans and advances where recovery appears doubtful.

** General Provisions are established to meet the credit risks inherent within the loans and
     advances portfolio.
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Notes to the Financial Statements as at 31 March 2007 (continued)

6. Deposits

Deposits are analysed as follows:

31-Mar-07 31-Mar-06

RO' 000 RO' 000

Current accounts 509,301 346,696
Call accounts 145,469 204,025
Savings accounts 459,535 351,417
Time deposits 919,494 529,897
Other 6,674 6,837

2,040,473 1,438,872

The maturities of deposits are as follows

31-Mar-07 31-Mar-06

RO' 000 RO' 000

Less than 1 year 1,198,039 801,902
1 to 3 years 427,226 182,051
3 to 5 years 209,073 314,612
Over 5 years 393,858 333,105

2,228,196 1,631,670

The interest rate bands of deposits are as follows:

31-Mar-07 31-Mar-06
RO' 000 RO' 000

0% 723,282 549,238
0-2% 198,093 401,541
2-4% 344,028 99,053
4-6% 800,260 502,256
more than 6% 162,533 79,582

2,228,196 1,631,670

7. Asset liability mismatch

The asset liability mismatch is analysed as follows:

Maturities Assets Liabilities Mismatch Assets Liabilities Mismatch
RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000

Less than 1 year 1,714,870 1,789,622 (74,752) 1,025,042 1,090,214 (65,172)
1 to 3 years 359,013 451,875 (92,862) 233,328 156,925 76,403
3 to 5 years 173,662 236,173 (62,511) 151,560 354,002 (202,442)
Over 5 years 1,022,095 791,970 230,125 820,372 629,161 191,211

3,269,640 3,269,640 -              2,230,302 2,230,302 -              

The mismatch represents the difference between assets and liabilities for each maturity band. Share
capital is included within liabilities.

31-Mar-07 31-Mar-06
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Notes to the Financial Statements as at 31 March 2007 (continued)

8. Non Trading Investments

8.a. Investment in associates

1 Investment in Centurion Bank of Punjab Limited, India (CBoP)

As at March 31, 2007 the carrying value of the investment in CBoP was as follows:

31-Mar-07 31-Mar-06
RO. 000's RO. 000's

Carrying value of the investment at December 31 17,934           16,153       
Share of profit for the period Oct 06 to Dec 06 * 651                -             
Translation of foreign currency profit / (loss) 214 65
Carrying value of the investment at March 31 18,799          16,218     

* CBoP's financials for the quarter ended 31 Dec 2006 were received in Jan 2007 and accordingly the 

share of profit for the quarter ended 31 Dec 2006 is accounted in this financials of BankMuscat.

CBoP's financials for the quarter ended 31 Mar 2007 are not yet published. Hence the Bank's share 

of profit for this period has not been considered.

2 Disposal of Bahrain Branch and Investment in Bank Muscat International, Bahrain (BMI)

As at March 31, 2007 the carrying value of the investment in BMI was as follows:

31-Mar-07 31-Mar-06
RO. 000's RO. 000's

Carrying value of the investment at December 31 14,615           12,062       
Share of profit for the period 639                492            
Carrying value of the investment at March 31 15,254          12,554     
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Notes to the Financial Statements as at 31 March 2007 (continued)

8. Non Trading Investments (continued)

8.b. Available For Sale

Fair Value Fair Value
31-Mar-07 31-Mar-06

RO' 000 RO' 000
Quoted Investments

Industrial sector 4,993             4,605         
Financial services sector 3,756             5,206         
Other services sector 6,950             4,074         
Foreign securities 10,035           8,665         
Corporate Bonds 6,170             6,133         
Government bonds 13,270           13,329       

Total 45,174           42,012       

Less : Impairment losses (1,993) (1,761)

43,181           40,251       
Unquoted investments

Unquoted local securities 2,676             1,571         
Unquoted foreign securities 3,844             2,781         
Investment fund units 871                870            

Total 7,391             5,222         
Total available for sale 50,572           45,473       

8.c. Held To Maturity

Treasury Bills 215,632         146,300     
Government Bonds 33,177           32,498       

248,809        178,798   
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Notes to the Financial Statements as at 31 March 2007 (continued)

9. Related Party Transactions

The balances of directors and their related concerns were as follows
31-Mar-07 31-Mar-06
RO. 000's RO. 000's

Loans and advances 51,318           51,777       
Current, deposit and other accounts 32,763           17,469       
Customers' liabilities under documentary credits,
guarantees and other commitments 6,290             8,665         

The income and expenses in respect of related parties are as follows:
3 months 
ended 31 

March  2007

3 months
ended 31 

March 2006
RO. 000's RO. 000's

Interest income 667                825            
Interest expenditure 155                190            
Commission and other income 8                    47              

10. Shareholders

Shareholders of the bank who hold 10% or more of the bank's shares are given below:

31-Mar-07 31-Mar-06
RO. 000's RO. 000's

Royal Court Affairs 18,364           16,695       
Sh.Mustahil Ahmed Al Mashani - Group 9,956             10,879       

28,320          27,574     

11. Comparative Figures
The corresponding figures for 2005 included for comparative purposes have been 
reclassified to conform with the presentation in the current year.


