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Riyad Bank

Growth in funded income offset by higher provisions

2Q22 Net Profit slightly lower than our estimate

Riyad Bank (“RIBL”, “The Bank”) net profit rose 6.6% YoY increase
in net profit to SAR 1,611 Mn in 2Q22, slightly lower than estimate
of SAR 1,661 Mn. The increase in the net profit was owing to healthy
growth rate in net funded income partly offset by a rise in total op-
erating expenses and impairment charges.

P&L highlights

The Bank’s net special commission income increased significantly
11.7% YQY to SAR 2.4 Bn, attributable to a significant increase in
the special commission income of 23.2% YOY to SAR 2.9 Bn in
2Q22. On the other hand, the special commission expense also rose
from SAR 181 Mn in 2Q21 to SAR 470 Mn in 2Q22. Non-funded in-
come remained flat at SAR 833 Mn in 2Q22 due to increase in fee
and commission and exchange income largely offset by a decline in
gain on non-trading investments, trading gains and other operating
income. Total operating income grew 8.5% YQOY to SAR 3,230 Mn in
2Q22. Operating expenses rose 5.6% YOY to SAR 1,068 Mn in
2Q22, driven by an increase in salaries and employees related ex-
pense, partially offset by a decline in G&A expense. Cost to income
ratio declined 90 bps to 33.1% in 2Q22. Pre-provision profit in-
creased 9.9% YOY to SAR 2.2 Bn in 2Q22. The impairment charge
rose from SAR 248 Mn in 2Q21 to SAR 353 Mn in 2Q22. As a result,
profit before tax grew 5.8% YOQY to 1.8 Bn in 2Q22. Tax expenses
remained unchanged at SAR 198 Mn in 2Q22 as compared to 2Q21.

Balance sheet highlights

Net advances increased 17.0% YOY to SAR 239.7 Bn in
2Q22. Customer Deposit increased 17.3% YOY to SAR 237.5 Bn in
2Q22. Total assets increased 12.8% YOY to SAR 358.0 Bn in
2Q22. Total Equity increased from SAR 44 Bn in 2Q21 to SAR 46.6
Bn in 2Q22.

Target price and rating

We revise our rating on RIBL from ‘BUY’ to ‘ACCUMULATE’ with a
target price of SAR 42.00. The Bank share price recorded a gain of
4.1% since our last rating. Riyad Bank is the third largest Bank in
KSA, and it is projected to benefit from revival in the economic ac-
tivity. The Bank’s loan book rose 17.0% YQY to SAR 239.7 Bn in
2Q22 and already rose 10.3% on YTD basis. It is expected to meet
the management guidance of mid-teens in 2022. RIBL's balance
sheet is positively geared and expected to benefit in a rising interest
rate scenario. This means greater amount of assets priced at a high-
er rate as compared to liabilities benefitting NIMs. NIMs rose in
2Q22 and it is further expected as interest rate rise. In 1Q22, CASA
deposits rose to 64.7% of total deposits, up from 64.2 % in
2021. Riyad Bank’s assets remained healthy with a NPL ratio of
1.6% and a robust coverage of 122.5%. Healthy coverage protects
the bank from future increases in NPLs. The bank’s capitalization
also remained healthy with an CET1 ratio of 15.4% and a total CAR
ratio of 19.2% in 1Q22. We will look for additional reason for a rise
in provision expense as it stood at highest in the last six quar-
ters. Due to aforementioned factors, we assign ‘ACCUMULATE' rating
to stock.
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First Look Note — 2Q22

Sector: Banking

Current Price (04-Aug-22) 37.35
Target Price (SAR) 42.00
Upside/Downside (%) +15%

Stock Information

Market Cap (mm) 112,050.00

Paid Up Capital (mm) 30,000.00

52 Week High 42.90

52 Week Low 26.05

3M Avg. daily value (SAR) 51,753,910
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Dividend Yield (12m) 2.78
Dividend Pay-out (%) 51.78
Price-Earnings Ratio (x) 17.73
Price-to-Book Ratio (x) 2.33
Book Value (SAR) 16.02
Return-on Equity (%) 13.49
Earning Per Share (SAR) 2.11
Beta 1.19

Stock Performance

5 Days 2.33%
1 Months 14.92%
3 Months -8.46%
6 Months 13.87%
1 Year 38.85%
Month to Date (MTD) 3.61%
Quarter to Date (QTD) 16.36%
Year to Date (YTD) 37.82%
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Riyad Bank - Relative valuation

Riyad Bank - 2Q22

(at CMP) 2018 2019 2020 2021 2022F

P/E (x) 23.8 20.0 23.8 18.6 16.3

P/B (x) 3.1 2.9 2.5 2.5 2.3

Dividend Yield (%) 2.1% 2.9% 1.3% 2.8% 3.1%

FABS Estimates & Co Data
Riyad Bank - P&L
SAR mm 2Q21 1Q22 2Q22 2Q22F VAR YOY Ch QOQCh 2021 2022F Change
Funded income 2,327 2,421 2,867 2,675 7.2% 23.2% 18.4% 9,108 11,163 22.6%
Funded expense -181 -289 -470 -344 36.6% 159.6% 62.4% -815 -1,435 76.1%
Net funded income 2,146 2,132 2,397 2,331 2.8% 11.7% 12.4% 8,293 9,728 17.3%
Non-funded income 832 970 833 952 -12.5% 0.1% -14.1% 3,275 3,859 17.8%
Operating income 2,978 3,102 3,230 3,283 -1.6% 8.5% 4.1% 11,568 13,587 17.5%
Operating expenses -1,012 -1,034 -1,068 -1,110 -3.8% 5.6% 3.3% -3,965 -4,623 16.6%
Pre-provision profit 1,967 2,068 2,162 2,173 -0.5% 9.9% 4.6% 7,603 8,963 17.9%
Impairment -248 -255 -353 -307 15.2% 42.2% 38.5% -853 -1,193 39.9%
Share in associates, net -9 -69 0 0 NA NA NA -32 0 NA
Profit Before Tax 1,710 1,744 1,809 1,867 -3.1% 5.8% 3.7% 6,718 7,770 15.7%
Tax -198 -192 -198 -205 -3.6% 0.0% 3.2% -693 -847 22.3%

Net profit attributable

FABS Estimates & Co Data

Riyad Bank - Margins

2Q21 1Q22 2Q22 YOY Ch QO0Q Ch 2021 2022F Change
Net FI/OI 72.1% 68.7% 74.2% 215 547 71.7% 71.6% -9
Cost to income 34.0% 33.3% 33.1% -90 -26 34.3% 34.0% -24
Impairment/PPP 12.6% 12.3% 16.3% 371 401 11.2% 13.3% 210
NP/OI 50.8% 50.1% 49.9% -88 -18 52.1% 51.0% -113
ROAE 11.4% 13.5% 13.9% 251 35 13.4% 14.4% 99
ROAA 1.6% 1.8% 1.8% 19 -4 1.9% 1.9% 5
FABS estimate & Co Data
Riyad Bank - B/S Key Items
SAR mm 2Q21 3Q21 4Q21 1Q22 2Q22 YOY Ch
Net advances 204,743 210,482 217,290 234,793 239,650 17.0%
QOQ change 4.2% 2.8% 3.2% 8.1% 2.1%
Total assets 317,266 318,657 325,736 348,468 357,954 12.8%
QOQ change 3.0% 0.4% 2.2% 7.0% 2.7%
Customer deposits 202,453 203,996 211,678 232,416 237,477 17.3%
QOQ change 1.9% 0.8% 3.8% 9.8% 2.2%
Total equity 44,551 46,050 47,300 48,051 46,636 4.7%
QOQ change 0.7% 3.4% 2.7% 1.6% -2.9%
FABS estimate & Co Data
8/5/2022 2



FABT siciiri

Research Rating Methodology:

Rating Upside/Downside potential
BUY Higher than +15%
ACCUMULATE Between +10% to +15%
HOLD Lower than +10% to -5%
REDUCE Between -5% to -15%

SELL Lower than -15%

FAB Securities Contacts:

Research Analysts

Ahmad Banihani +971-2-6161629 ahmad.banihani@Bankfab.com

Sales & Execution

Abu Dhabi Head Office

Trading Desk +971-2-6161700/1 Online Trading Link
+971-2-6161777
Institutional Desk +971-4-4245765
Sales and Marketing +971-2-6161703
DISCLAIMER

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and Com-
modities Authority, licensing registration number 604002, and is a member of the Abu Dhabi Securities Ex-
change and Dubai Financial Market. The information, opinions and materials contained in this report are pro-
vided for information purposes only and are not to be used, construed, or considered as an offer or the solici-
tation of an offer or recommendation to sell or to buy or to subscribe for any investment security or other fi-
nancial instrument. The information, opinions and material in this report have been obtained and derived from
publicly available information and other sources considered reliable without being independently verified for
their accuracy or completeness. FABS gives no representation or warranty, express or implied, as to the accu-
racy and completeness of information and opinions expressed in this report. Opinions expressed are current
as of the original publication date appearing on the report only and the information, including the opinions
contained herein, are subject to change without notice. FABS is under no obligation to update this report. The
investments referred to in this report might not be suitable for all recipients. Recipients should not base their
investment decisions on this report and should make their own investigations, and obtain independent advice,
as appropriate. Any loss or other consequences arising from the uses of material contained in this report shall
be the sole and exclusive responsibility of the recipient and FABS accepts no liability for any such loss or con-
sequence. The value of any investment could fall as well as rise and the investor may receive less than the
original amount invested. Some investments mentioned in this report might not be liquid investments, which
could be difficult to realise in cash. Some investments discussed in this report could be characterised by high
level of volatility, which might result in loss. FABS owns the intellectual property rights and any other material
contained in this report. No part of this report may be reproduced, utilised or modified in any form either in
whole or in part or by any electronic, mechanical or other means, now known or hereafter invented, including
photocopying and recording, or stored in any retrieval system without the prior consent of FABS in writing.
While utmost care has been taken to ensure that the information provided is accurate and correct, neither
FABS, nor its employees shall, in any way, be responsible for the contents. By accepting this document, the
recipient agrees he/she has read the above disclaimer and to be bound by the foregoing limitations/
restrictions.
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