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e 2Q2009 Earnings Nose-Dive: Saudi Hollandi Bank's (SHB) 2Q2009 earnings declined by 72.2% Y-o-
Y and 68.1% Q-0-Q to SAR91 million (EPS: SAR0.27). While the bank has announced only headline
numbers at this stage, we believe that the decline in earnings has been driven by higher credit
provisions, which are estimated to have increased by 12.5x Q-0-Q.

o Credit Provisions Estimated to Have Risen 12.5x Q-0-Q: We estimate that SHB’s credit provisions
have jumped by almost 12.5x Q-0-Q to SAR252 million in 2Q2009, significantly higher than our
estimates of SAR50 million. In its statement issued along with the results, SHB stated that it has
maintained a conservative stance on provisions, and we believe that the higher provisions are largely on
account of general portfolio provisions.

¢ Steady Revenues: Total revenues remained stable at SAR553 million, 0.8% higher Y-o-Y but 1.7%
lower Q-0-Q. We suspect that net special commission spreads have declined on a Q-0-Q basis in
2Q2009 as suggested by 9.3% decline in net special commission income to SAR382 million. Non special
commission income however grew by 20.8% Q-0-Q to SAR171 million, and is likely to have been driven
by higher broking commission and trade related fees.

e Loan Book Stagnant, Deposits Rise Sharply: SHB's net loans remained broadly unchanged on a Q-o-
Q basis at SAR39.6 billion, as the bank continues to protect its capital adequacy and remains averse to
adding on further credit risk to the balance sheet in the current environment. Deposit growth however
was strong for a second consecutive quarter, rising by 7.4% Q-0-Q to SAR 51.6 billion. The strong
deposit growth comes on top of an equal strong performance in 1Q2009, where deposits grew by
11.8% Q-0-Q. We are of the view that the incremental deposit flow is likely to have accrued through
demand deposits, as a high balance sheet liquidity and a stagnant loan book suggests that the bank did
not require to raise deposits aggressively.

e A Bad Quarter: We are of the view that SHB has maintained a conservative approach and has
aggressively provisioned in the current quarter as loans season in a slowing economic environment. We
maintain our ST Neutral/LT Accumulate rating on SHB as we are of the view that the current hike in
provisions represents a one-off increase, and earnings volatility should be lower over the remainder of
the year. We will be revising our earning estimates for 2009 once detailed accounts become available.
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Figure 1: Saudi Hollandi Bank - 2Q2009 Preliminary Results
SAR million unless otherwise stated

2Q2008a 1Q2009a 2Q2009a/e  Y-o-Y Q-0-Q 2Q2009e Variance

Income Statement

Net Special Commission Income 360 421 382 6.1% -9.3% 379 0.8%
Non Special Commission Income* 188 141 171 -9.4% 20.8% 131 30.2%
Total Income 548 562 553 0.8% -1.7% 510 8.3%
Operating Expenses* 218 208 210 -3.7% 0.8% 199 5.5%
Pre-Provision Profits 330 354 343 3.8% -3.2% 311 10.2%
Credit & Investment Provisions* 4 69 252 6489.1% 262.7% 50 403.8%
Net Profit 326 284 91 -72.2% -68.1% 261 -65.3%
EPS (SAR) 0.99 0.86 0.27 0.79

Balance Sheet

Net Loans 33,914 39,307 39,633 16.9% 0.8% 39,700 0.2%
Net Investments 13,475 15,767 16,079 19.3% 2.0% 16,398 2.0%
Total Assets 58,498 72,534 69,022 18.0% -4.8% 73,259 6.1%
Customer Deposits 41,897 48,072 51,643 233% 7.4% 49,033 -5.1%

*2Q2009 are estimates derived from announced headline numbers
Source: Company Announcement, EFG-Hermes estimates

KINDLY REFER TO THE
IMPORTANT DISCLOSURES AND
DISCLAIMERS ON BACK PAGE



EGYPT SALES TEAM

Local call center 16900

Int'l call center +20 2 33 33 94 00
cc-hsb@efg-hermes.com

Head of Western Institutional Sales
Mohamed Ebeid

+20 2 33 32 1054
mebeid@efg-hermes.com

Local Institutional Sales
Amr El Khamissy

+20 2 33 32 1045
amrk@efg-hermes.com

GCC Business Development
Ahmed Salem

+202 33321078
asalem@efg-hermes.com

UAE SALES TEAM

call center

+9714 306 9333
uaerequests@efg-hermes.com

Western Institutional Sales
Julian Bruce

+971 4 363 4092
jbruce@efg-hermes.com

Head of GCC Institutional Sales
Amro Diab

+971 4 363 4086
adiab@efg-hermes.com

Gulf HNW Sales

Chahir Hosni

+971 4 363 4090
chosni@efg-hermes.com

KSA SALES TEAM

call center

+800 123 4566
ksa-callcenter@efg-hermes.com

Deputy Head of Gulf Sales
Ahmed Sharawy
+9661 279 8677
asharawy@efg-hermes.com

RESEARCH MANAGEMENT
Cairo General + 20 2 33 38 8864
UAE General + 971 4 363 4000
efgresearch@efg-hermes.com

Head of Research

Eiji Aono

+971 4 363 4006
eaono@efg-hermes.com

Head of Egypt Research
Wael Ziada

+202 33321154
wziada@efg-hermes.com

Head of Publ. and Distribution
Rasha Samir

+202 33321142
rsamir@efg-hermes.com

UAE Retail Sales

Reham Tawfik

+971 4306 9418
rtawfik@efg-hermes.com

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. | also certify that neither | 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. Two investment ratings are offered for each stock, a Short-Term rating and a Long-term rating.

The Short-Term (ST) rating is based on the analyst’s best expectations on the shorter-term price movements of the stock. Short-Term is defined as any time up to six
months of the rating being applied to the stock. While shorter-term drivers could include quantifiable facts and figures, the analyst may also consider non-
quantifiable issues such as the analyst’s view on investor sentiment, potential news flow on the stock or the sector, or other issues which could impact share price
movements.

The Long-Term (LT) rating is based on the percentage upside or percentage downside of the stock price to the analyst’s Long Term Fair Value (LTFV). Long Term is
defined as any time period beyond 1 year. The LTFV is based on the analyst’s current expectations of the equity fair value of the company on a per share basis which
is normally based on rigorous and fundamental long-term analysis of the company’s financial potential. Of course, any such analysis is based on the analyst's
expectations for the future and are always considered estimates.

For both the Short-Term and Long-Term ratings for any investment covered in our research, the ratings are defined by the following ranges in percentage terms:

Rating % upside (downside)
Buy 25% and above
Accumulate 10 to 25%

Neutral (10%) to 10%

Reduce (10%) to (25%)

Sell (25%) or more downside

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.
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