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 1Q2011 Earnings 25% Higher Q-o-Q on Normalising Provisions 
Samba Financial Group (Samba) reported a 25% Q-o-Q rise in 1Q2011 earnings to 
SAR1,123 million (EPS: SAR1.25), which was in line with our expectations. Revenues 
recovered strongly on higher non-interest income, while provisions appear to have 
normalised after a surge in 2H2010. We maintain our Buy rating on Samba, as our 
unchanged fair value (FV) of SAR66.00/share implies 19% upside potential. 

 Revenues Boosted by 25% Jump in Non-Interest Income 
Samba’s revenues grew by 9% Q-o-Q to SAR1,701 million, broadly in line with our 
expectations. Non-interest income grew strongly in 1Q2011, rising by 25% Q-o-Q to 
SAR632 million, likely on higher investment income. Net interest income was broadly 
stable, up 1.4% Q-o-Q. We estimate that net interest spreads have remained broadly 
stable Q-o-Q, with the bank re-deploying some of its investment in reverse repos with 
the central bank into higher yielding investments. 

 Operating Costs Stable; Provisions Estimated to Be 57% Lower Q-o-Q 
We estimate that Samba’s operating costs were broadly stable on a Q-o-Q basis. While 
the bank did announce two-month salary bonuses for its employees, we believe that 
these have not been completely booked in 1Q2011. Provision costs, on the other hand, 
are estimated to have dropped by 57% Q-o-Q, normalising after a surge in 2H2010. 

 Loans and Deposits Grow c1.0% Q-o-Q 
Samba’s net loans grew by 0.9% Q-o-Q to SAR81.0 billion, with growth below the 
sector average growth of around 2.3% Q-o-Q in 1Q2011. The bank’s deposits grew by 
1.2% Q-o-Q to SAR135.0 billion, with the bank’s loans-to-deposit ratio remaining 
steady on a Q-o-Q basis at 60% in 1Q2011. 
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STOCK DATA  

Price SAR55.50*

Fair Value SAR66.00

Last Div. / Ex Date SAR0.75 on 9 Feb 11

Mkt. Cap / Shares (mn) SAR49,950 / 900

Av. Mthly Liqdty (mn) SAR286.2

52-Week High / Low SAR64.25 / SAR44.10

Bloomberg / Reuters SAMB AB / 1090.SE

Est. Free Float 50.7%
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QUARTERLY HEADLINE EARNINGS  

(SAR mn) 2010a 2011a/e

Q1 1,211 1,123

Q2 1,220 1,135 

Q3 1,104 1,190 

Q4 900 1,165 

 

 
The Extel Survey runs from 7 March 2011 through to 6 
May 2011. 
 
To vote for EFG Hermes, go to 
http://www.extelsurveys.com or send an email 
to extelsurveys@thomsonreuters.com to 
request a soft copy questionnaire. 
 
Thank you for your support. 

KEY FINANCIAL HIGHLIGTHS 

December Year End (SAR mn) 2010a 2011e 2012e 2013e

Total Banking Income 6,901 7,018 8,238 9,375

Pre-Provision Profits 4,991 5,017 6,085 7,016

Attributable Income 4,286 4,491 5,495 6,315

EPS (SAR) 4.76 4.99 6.11 7.02

P/E* (x) 11.7 11.1 9.1 7.9

Dividend Yield* 3.2% 3.2% 3.9% 4.4%

P/BV* (x) 2.0 1.8 1.6 1.4

ROAE 18.4% 17.1% 18.6% 18.9%

Capital Adequacy 18.9% 19.4% 19.3% 19.4%

NPL Coverage 118.1% 125.3% 127.4% 129.7%
 

*Price as at 12 April 2011 

Source: Samba Financial Group, EFG Hermes estimates 
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1Q2011 Results: No Major Surprises; Maintain Buy    
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RESULT HIGHLIGHTS 
 
FIGURE 1: SAMBA - 1Q2011 PRELIMINARY RESULTS 
In SAR million, unless otherwise stated 

 1Q10a 4Q10a 1Q11a Y-o-Y Q-o-Q 1Q11e Vs. Est.

Income Statement    

Net Special Commission Income 1,172 1,054 1,069 -8.7% 1.4% 1,090 -1.9%

Non-Special Commission Income* 669 504 632 -5.6% 25.3% 630 0.3%

Total Income 1,841 1,559 1,701 -7.6% 9.1% 1,720 -1.1%

Operating Expense* (471) (476) (500) 6.1% 5.1% (487) 2.7%

Pre-Provision Profits 1,370 1,083 1,201 -12.3% 10.9% 1,233 -2.6%

Credit & Investment Provisions* (160) (183) (78) -51.2% -57.3% (85) -8.0%

Net Profit before Minority Interest 1,210 900 1,123 -7.2% 24.8% 1,148 -2.2%

Minority Interest* 1 0 0 -62.2% 30.7% 0 0.0%

Reported Net Profit 1,211 900 1,123 -7.2% 24.8% 1,148 -2.2%

EPS (SAR) 1.34 1.00 1.25   1.28

   

Balance Sheet   

Net Investments 70,813 64,883 71,000 0.3% 9.4% 66,180 7.3%

Net Loans 85,197 80,251 81,000 -4.9% 0.9% 81,053 -0.1%

Total Assets 185,885 187,416 191,000 2.8% 1.9% 190,227 0.4%

Customer Deposits 137,247 133,463 135,000 -1.6% 1.2% 134,464 0.4%
 

*Figures for 1Q11a are estimates based on announced headline numbers 

Source: Samba Financial Group (Samba), EFG Hermes estimates 
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DISCLOSURES 
I, Murad Ansari, hereby certify that the views expressed in this document accurately reflect my personal views about the securities and companies that are the 
subject of this report. I also certify that neither I nor my spouse or dependants (if relevant) hold a beneficial interest in the securities that are traded in the Tadawul 
stock exchange. EFG Hermes Holding SAE hereby certifies that neither it nor any of its subsidiaries owns any of the securities that are the subject of this report. 

Funds managed by EFG Hermes Holding SAE and its subsidiaries (together and separately, "EFG Hermes") for third parties may own the securities that are the 
subject of this report. EFG Hermes may own shares in one or more of the aforementioned funds or in funds managed by third parties. The authors of this report 
may own shares in funds open to the public that invest in the securities mentioned in this report as part of a diversified portfolio over which they have no 
discretion. The Investment Banking division of EFG Hermes may be in the process of soliciting or executing fee earning mandates for companies that are either the 
subject of this report or are mentioned in this report. 

DISCLAIMER 
This Research has been sent to you as a client of one of the entities in the EFG Hermes group. This Research must not be considered as advice nor be acted upon by 
you unless you have considered it in conjunction with additional advice from an EFG Hermes entity with which you have a client agreement. 

Our investment recommendations take into account both risk and expected return. We base our long-term fair value estimate on a fundamental analysis of the 
company's future prospects, after having taken perceived risk into consideration. We have conducted extensive research to arrive at our investment 
recommendations and fair value estimates for the company or companies mentioned in this report. Although the information in this report has been obtained from 
sources that EFG Hermes believes to be reliable, we have not independently verified such information and it may not be accurate or complete. EFG Hermes does 
not represent or warrant, either expressly or implied, the accuracy or completeness of the information or opinions contained within this report and no liability 
whatsoever is accepted by EFG Hermes or any other person for any loss howsoever arising, directly or indirectly, from any use of such information or opinions or 
otherwise arising in connection therewith. Readers should understand that financial projections, fair value estimates and statements regarding future prospects may 
not be realized. All opinions and estimates included in this report constitute our judgment as of this date and are subject to change without notice. This research 
report is prepared for general circulation to the clients of EFG Hermes and is intended for general information purposes only. It is not intended as an offer or 
solicitation or advice with respect to the purchase or sale of any security. It is not tailored to the specific investment objectives, financial situation or needs of any 
specific person that may receive this report. We strongly advise potential investors to seek financial guidance when determining whether an investment is 
appropriate to their needs. 

 



 

 

GUIDE TO ANALYSIS 
EFG Hermes investment research is based on fundamental analysis of companies and stocks, the sectors that they are exposed to, as well as the country and 
regional economic environment. 

Effective 16 December 2009, EFG Hermes changed its investment rating approach to a three-tier, long-term rating approach, taking total return potential together 
with any applicable dividend yield into consideration. 

In special situations, EFG Hermes may assign a rating for a stock that is different from the one indicated by the 12-month expected return relative to the 
corresponding fair value. 

For the 12-month long-term ratings for any investment covered in our research, the ratings are defined by the following ranges in percentage terms: 

Rating    Potential Upside (Downside) % 

Buy    Above 15% 

Neutral    (10%) and 15% 

Sell    Below (10%) 

EFG Hermes policy is to update research reports when appropriate based on material changes in a company’s financial performance, the sector outlook, the general 
economic outlook, or any other changes which could impact the analyst’s outlook or rating for the company. Share price volatility may cause a stock to move 
outside of the longer-term rating range to which the original rating was applied. In such cases, the analyst will not necessarily need to adjust the rating for the stock 
immediately. However, if a stock has been outside of its longer-term investment rating range consistently for 30 days or more, the analyst will be encouraged to 
review the rating. 

COPYRIGHT AND CONFIDENTIALITY 
No part of this document may be reproduced without the written permission of EFG Hermes. The information within this research report must not be disclosed to 
any other person if and until EFG Hermes has made the information publicly available. 

CONTACTS AND STATEMENTS 
Background research prepared by EFG Hermes KSA. Report prepared by EFG Hermes Holding SAE (main office), Building No. B129, Phase 3, Smart Village, KM 28, 
Cairo-Alexandria Desert Road, P.O. Box 220, 12577 Egypt, Tel +20 2 35 35 6140 | Fax +20 2 35 37 0939 which has an issued capital of EGP 1,939,320,000. 

Reviewed and approved by EFG Hermes KSA (closed Joint Stock Company) which is commercially registered in Riyadh with Commercial Registration number 
1010226534, and EFG Hermes UAE Limited, which is regulated by the DFSA and has its address at Level 6, The Gate, DIFC, Dubai, UAE. The information in this 
document is directed only at institutional investors. If you are not an institutional investor you must not act on it. 
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