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Disclaimer

This report has been prepared and issued by Marmore MENA Intelligence Ltd (Marmore), a fully owned research subsidiary of
Kuwait Financial Centre “Markaz” K.P.S.C. Marmore is a private limited company registered with the Registrar of Companies in India.

This Report is owned by Marmore and is privileged and proprietary and is subject to copyrights. Sale of any copies of this Report is
strictly prohibited. This Report cannot be quoted without the prior written consent of Marmore. Any user after obtaining Marmore's
permission to use this Report must clearly mention the source as “Marmore." The Report is intended to be circulated for general
information only and should not to be construed as an offer to buy or sell or a solicitation of an offer to buy or sell any financial
instruments or to participate in any particular trading strategy in any jurisdiction.

The information and statistical data herein have been obtained from sources we believe to be reliable, but no representation or
warranty, expressed or implied, is made that such information and data is accurate or complete, and therefore should not be relied
upon as such. Opinions, interpretations, estimates, and projections in this report constitute the current judgment of the author as of
the date of this Report. They do not necessarily reflect the opinion of Markaz or Marmore or other identified parties and are subject
to change without prior notice. Neither Marmore nor Markaz have an obligation to update, modify, or amend this report or to
otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast, or estimate set
forth herein, changes or subsequently becomes inaccurate, or if research on the subject company is withdrawn.

This Report may not consider the specific investment objectives, financial situation, and the particular needs of any specific person
who may receive this report. Investors are urged to seek financial advice regarding the appropriateness of investing in any security
or investment strategy discussed or recommended in this report and to understand that statements regarding future prospects may
not be realized. Investors should note that income from such securities, if any, may fluctuate and that each security’s price or value
may rise or fall. Investors should be able and willing to accept a total or partial loss of their investment. Accordingly, investors may
receive back less than originally invested. Past performance is not necessarily indicative of future performance.

Markaz may seek to do business, including investment banking deals, with companies covered in its research reports. Markaz may
have interests in the areas covered in this research report. Markaz, Markaz managed entities, its clients, or its employees may have
from time to time long or short positions in any security, derivative or other types of assets referred to in this research report. As a
result, investors should be aware that Markaz may have a conflict of interest that could affect the objectivity of this report.

This report may provide the addresses of or contain hyperlinks to websites. Except to the extent to which the report refers to
website material of Markaz and Marmore, Markaz has not reviewed the linked site and takes no responsibility for the content
contained therein. Such address or hyperlink (including addresses or hyperlinks to Markaz’'s or Marmore’s own website material) is
provided solely for your convenience and information, and the content of the linked site does not in any way form part of this
document. Accessing such website or following such link through this report or Markaz's or Marmore’s website shall be at your own
risk.

For further information, please contact ‘Markaz’ at P.O. Box 23444, Safat 13095, Kuwait; Email: info@e-marmore.com; Tel: 00965
22248280; Fax: 00965 22495741.
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1. Executive Summary

Table 1.1: Al Rajhi Summary, 2014

Market Capitalization USD 25.3bn KIS USD 82bn

Listings Loan Growth, 5yr CAGR 16.3%

% share in the index NPL Ratio 4.79%
Number of Employees 13,014' P/E (TTM) 13.91x
Regional Ranking® 3/63 P/B 2.27x

Source: Al Rajhi, Reuters Eikon; *in terms of market capitalization

Al Rajhi bank domiciled in Saudi Arabia, the biggest economy in the

GCC region, is the largest Islamic bank in the region.

Al Rajhi bank is 75% owned by the public; 10% by General
Organisation for Social Insurance (GOSI) and the remaining is held by

Awak Sulaiman bin Abdul Aziz Al Rajhi family.

Al Rajhi bank has over 500 branches in Saudi Arabia and their
business model is oriented towards retail banking. Retail loans

account for the majority of lending by the bank at ¢.70% as of 2014.

Despite the large scale assets, the bank has been quite efficient with

ROE’'s > 17% over the years.

Al Rajhi remains well capitalized (Capital Adequacy Ratio >19%) with
cheap source of funds and stable funding profile (demand deposits

account for >80%)

Al Rajhi stock price has underperformed compared to the Saudi main
index (TASI) in both the shorter and longer horizon (lyr to 5yr
period).

Al Rajhi bank incurred seventh successive quarterly decline in profit in
Q1, 2015. The Bank attributed this to the increase in operating

expenses and decrease in fees collected from retail loans.

! Bloomberg (as on Feb 2015)
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Al Rajhi Bank is one of
the largest Islamic banks
in the world with total
assets of USD 77bn.

High exposure to retail
segment has weighed
down on the performance
of the bank in the recent
past due to capping of
retail fees by the central
bank.
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Table 1.2: Al Rajhi Business Review

Parameter \ Review
Sector Attractiveness Positive
Business Model Attractiveness Moderate
Industry Competition Moderate
STEEPLED Analysis Positive

Source: Al Rajhi, Marmore Research

Saudi Arabian banking industry is one of the largest in the GCC region
with 24 banks providing retail/corporate banking, investment services,
brokerage facilities, derivatives etc. Banking sector in KSA is overseen by
two major bodies of the government — The Ministry of Finance which
oversees the economic policies of the government and SAMA (Saudi
Arabia Monetary Agency) which manages fiscal policy, the currency as
well as the commercial banks of the country. In addition to the above the
government has also established five specialized credit agencies which
provide loans for development of the following — Agriculture, Industry

and Construction as well a Real estate.

Al Rajhi Bank is one of the largest Islamic banks in the world with total
assets of USD 77bn. In KSA, Al Rajhi Bank is the market leader in terms
of retail loan issuances. However such high exposure to retail segment
has weighed down on the performance of the bank in the recent past due
to capping of retail fees by the central bank. Recent mortgage rule which
limits the maximum loan-to-value ratio at 70% has led to subdued

growth in mortgage segment.

In terms of the sector attractiveness the banking sector in Saudi Arabia is
attractive owing to increasing credit needs such as project finance,
corporate loans, trade financing for the corporates and mortgages,
vehicle loans, personal loans for the retail segments. Higher HH
(Herfindahl Hirschman) index suggests higher concentration of market

share among the top players and the competitive intensity is moderate.
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Assets have increased at
a CAGR of 13.6% in the
past five years (2010-
2014)

Customer deposits
account for more than
90% of the total liabilities
and most of them are
interest free deposits
which provides the bank
with cheap source of

funds
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Table 1.3: Al Rajhi Financial Review

Parameter ‘

Top-line Growth Medium
Bottom-line Growth Medium
Interest Margins Medium
Return Ratios High
Liquidity High
Balance Sheet Strength High
Earnings Quality High

Source: Reuters, Marmore Research

Net profit has shown a few ups and downs over the period (2010-2014)
while the return on average equity has been over 17% in each of those
five years. Bank’s revenue and income have shown a slight decline with

respect to the previous year.

Assets have increased at a CAGR of 13.6% in the past five years (2010-
2014) on back of increased credit disbursal (CAGR of 16.3%) and the

bank is expected to continue its growth momentum.

With loans to deposit ratio at 85.4%, as of 2014, liquidity profile of Al
Rajhi remains strong. Deposit growth over the past 5 years stood at a
CAGR of 14.8%. Customer deposits account for more than 90% of the
total liabilities and most of them are interest free deposits which provides
the bank with cheap source of funds. The retail consumer oriented
business model and a large scale network of branches, over 500 in
number, which are spread throughout the country has supported the
bank to accumulate large demand deposits. The capital adequacy ratio of
the bank stood at 19.5% much higher than the requirement of 8% under
Basel Il norms. This signifies the ability of Al Rajhi to absorb losses when

things turn adverse.

The bank has scored well above the industry standards in its earning
quality. Al Rajhi has expanded its operations, internationally, by starting

new subsidiaries across countries like Malaysia, Kuwait and Jordan.
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Cost of the full report: $100
For payment details please write to: info@e-marmore.com
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Kindly use our online payment gateway at www.e-marmore.com
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. Selective Access USD 1,000/ Yr.

Download up to 5 paid reports in a year

+ Select and download 5 reports from our database of paid research reports. Subscription-is
valid for a year.

* New reports are constantly being added to our database, providing an option to download
latest reports within the subscription period.

'.‘ Wide Access USD 2,000/ Yr.

Download up to 10 paid reports in a year

+ Select and download 10 reports from our database of paid research reports. Subscription is
valid for a year.

* New reports are constantly being added to our database, providing an option to download
latest reports within the subscription period.

“ eS]
'.‘ Unrestricted Access ﬁ USD 3,000/ Yr.

Access and download all our paid reports for a year

+ Select and download any report from our database of paid research reports. Subscription is
valid for a year.

* New reports are constantly being added to our database, providing an option to download
latest reports within the subscription period.

Note:

» The above pricing is to obtain a single user license to use the PDF report file for one user only. If you
wish to subscribe for more than one user, please send us an enquiry at info@e-marmore.com

» Select reports priced US$1,000 and more are excluded from the Subscription Packages.

» Forreports that are available for download on “On Request”, the subscriber will be required to send the
request.
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About Marmore
Marmore MENA Intelligence Ltd. (Marmore) caters to the growing research and information needs of

organizations in the Middle East and North Africa (MENA) region. We offer full-fledged research services
covering economies, capital markets, sectors and companies - focused on the MENA region.

We also provide research services to assist our clients in investment decision-making, scanning markets to
identify investment opportunities, conducting ad-hoc researches to understand niche market segments, and
other need-based, bespoke researches.

To know more about us, please visit our website at www.e-marmore.com or write to us on
info@e-Marmore.com or call us at +965-2224 8280.





