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Recommendation OUTPERFORM Risk Rating R-3
Share Price SAR18.60 Current Target Price SAR27.00
Implied Upside 45.2%

SAMBA Reports Earnings In-Line With Estimates

SAMBA Financial Group (SAMBA) had a 10% market share in both loans and deposits
(4 largest among domestic banks) as of September 2015. What iIs of significance is
SAMBA commands the 37 and 4 largest market share in corporate lending (12%) and
Shariah compliant loans (7%), respectively. Equipped with one of the lowest LDRs and
short-term repriceable loans, SAMBA is in a position to benefit from tight liquidity
conditions and/or a rising interest rate environment.

Highlights

e SAMBA's 4Q2015 bottom-line in-line with our estimates. SAMBA reported
preliminary results that included some key metrics; full financial statements are
yet to be released. According to these preliminary figures, SAMBA reported a net
profit of SAR1.232bn in 4Q2015, in-line with our estimate of SAR1.231bn, but
ahead of BBG consensus by 2.2% (SAR1.206bn). Net income dropped by 10%
QoQ but displayed flat performance YoY.

e  Very weak non-interest income driven by drop in fees and investment income were
the primary factors dragging down the bottom-line. SAMBA posted non-interest
income of SAR654mn, in-line with our estimate of SAR655mn. Non-interest
income declined by 19% QoQ (+2% YoY). The QoQ decline was driven by weak
fees & commissions and investment income.

e  Netinterest income was flat sequentially (+1% YoY). SAMBA reported net interest
income of SAR1.189bn in 4Q2015, in-line with our estimate of SAR1.231bn (-3%
variation). NIMs remained under pressure, sequentially dropping to ~2.46% and
retreating by ~13bps YoY.

e  Cost-to-income ratio edged up QoQ but remained stable in FY2015. SAMBA’s OPEX
declined by 1.5% QoQ (+4.3% YoY) to SAR577.9mn. Cost-to-income ticked up to
31.4% vs. 29.5% in 3Q2015 (30.5% in 4Q2014). However on a FY2015 basis, the
efficiency ratio remained stable at 30.9% vs. 30.2% in FY2014.

e  Provisions and CoR remained flat. Based on preliminary figures combined with
our estimate, SAMBA reported provisions circa SAR32mn. Provisions remained
flattish QoQ and YoY. Moreover, on an annual basis, SAMBA’s provisions
remained flat at SAR141mn. Thus, CoR remained unchanged at 12bps.

e Net Loans gained QoQ and YoY. Net loans grew by 2.1% QoQ (+4.6% YoY) to
SAR129.8bn. On the other hand, Deposits decreased by 1.8% QoQ (+4.6% YoY) to
SAR171.4bn. As such, the bank ended 2015 with an LDR of 76% unchanged from
2014.

e Asset quality remains healthy. Based on SAMBA’s preliminary figures
(provisions), we believe that asset quality remained healthy.

Catalysts

e  Beyond a stabilization/recovery in oil prices, the following developments could be
perceived positively by the market: improvement in NIMs and spreads.

Recommendation, Valuation and Risks

e  Recommendation and valuation: We maintain our Price Target of SAR27.00 and
Outperform rating. We will revise our 2016, 2017 and 2018 estimates, shortly.

e  Risks: 1) Declining oil prices remains the biggest risk for SAMBA and the Saudi
banking sector and 2) Greater-than-expected asset quality deterioration.

Key Financial Data and Estimates

FY2014 FY2015 FY2016e FY2017e
EPS (SAR) 2.50 2.61 2.38 2.33
Growth (%) 11.0 41 (8.5) 11.7
P/E (x) 7.4 7.1 7.8 7.0
P/B (x) 1.0 09 08 08
DPS (SAR) 0.81 0.90 0.90 0.95
Dividend Yield (%) 44 48 48 5.1

Source: Company data, QNBFS estimates; Note: All data based on current number of shares

Key Data
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Dividend Yield (%)
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1-Year Total Return (%)
Fiscal Year End

18.60
48
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1090.SE
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Banks & Financial
Services

31.00/17.55
786.7
9.9/37.2
2,000.0
20.0
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(19.1)
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Source: Bloomberg (as of January 24, 2016), *Tadawul (as of
January 24, 2016); Note: QFI is Qualified Foreign Investors

Shahan Keushgerian
+974 4476 6509

shahan.keushgerian@qnbfs.com.qa

Saugata Sarkar
+974 4476 6534

saugata.sarkar@qnbfs.com.qa




Recommendations Risk Ratings

Reflecting historic and expected price volatility versus the local
market average and qualitative risk analysis of fundamentals

Based on the range for the upside / downside offered by the 12 -
month target price of a stock versus the current market price

OUTPERFORM Greater than +20% R-1 Significantly lower than average
ACCUMULATE Between +10% to +20% R-2 Lower than average
MARKET PERFORM Between -10% to +10% R-3 Medium / In-line with the average
REDUCE Between -10% to -20% R-4 Above average
UNDERPERFORM Lower than -20% R-5 Significantly above average
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