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Shifting towards corporate loans  
We maintain our positive outlook on the Saudi banking sector. In general, we 
prefer banks with corporate tilt benefiting from Mega-projects’ driven loan growth 
and higher interest rates. Moreover, the sector’s CoR is expected to remain stable 
due to healthy asset quality metrics while support to profitability to come from the 
rationalization of C-I ratios. For retail banks, we expect pressure on margins given 
the slower re-pricing of relatively longer-duration retail loans. We note that the 
higher cost of funds due to the tight liquidity (indicated by LDR of 81%) remains 
the main concern. We expect the sector (based on the stocks under coverage) to 
deliver 2021-2024f earnings CAGR of c16%. We upgrade Alinma and BSFR to 
OW, while maintaining a Neutral rating on Rajhi, Bilad, and BJAZ. The sector 
trades at 2023f P/B of 1.7x (in-line with the last 10-yr avg of 1.6x) and dividends 
yield of 4.0%. 

 Higher interest rates to benefit corporate banks  
The Fed raised the benchmark rates 7 times in 2022 to 4.25-4.50%. The market 
consensus projects the rate to exceed 5.0% in 2023f, driven by the Fed’s hawkish 
tone. Accordingly, our assumption reflects another 75bps rate hike in 2023f and 
monetary easing from 2024f. We believe the ongoing rate hikes bode well for 
corporate-focused banks, such as Alinma (75% of total loans) and BSFR (82%). 
On the other hand, we expect margins for the retail banks to come under pressure 
as retail loans are usually priced at a fixed rate with minimum durations of 3-5 years 
(mortgages have even higher maturity). Moreover, the prevailing tight liquidity in 
the sector (indicated by higher LDR) is expected to increase CoF and put additional 
pressure on margins. Based on our covered stocks, we expect the sector’s margins 
to decline from 3.4% in 2021 to 3.2% in 2022f and then increase to 3.4% in 2023f. 

 Corporate loans - the growth driver in 2023f 
Despite higher interest rates, we expect loan growth to remain robust in 2023f with 
a major shift from retail to corporate. We believe credit demand for the corporate 
sector will remain strong in 2023f as progress on Mega-projects accelerates. 
Meanwhile, we estimate mortgage contribution to decline to c30% of new loans in 
2023f vs c55% and c40% in 2021 and 2022f, respectively. Overall, we forecast the 
sector to record a strong loan growth of 12.5% yoy in 2023f, following the 
remarkable growth levels of c15.5% and c15.0% in 2021 and 2022f, respectively. 

 Cost of risk to remain low, strong sector’s earnings growth to continue 
The asset quality metrics remain strong for the sector (NPL of 1.6%, Coverage 
ratio of 134%). Consequently, we expect CoR to remain low at 0.6% in 2023f vs 
0.7% and 0.6% in 2021 and 2022f. For C-I, the ongoing digitalization trend is 
expected to increase efficiency and support earnings. We expect C-I to decline 
from 31% in 2022f to 29% in 2023f. Overall, we expect the earnings of covered 
stocks to grow by c14.5% in 2023f, while a CAGR of 16.0% during 2021-2024f.  

 Remain positive on the sector; prefer Alinma and BSFR 
We remain positive on the sector, with a preference for corporate banks. We 
upgrade Alinma and BSFR to OW while remaining Neutral on Rajhi, Bilad, and 
BJAZ. The sector trades at 2023f P/B of 1.7x, in line with the 10-year avg of 1.6x. 

Valuation Summary 
 

 

Rating 
PT 

(SAR) 

 
CMP 

(SAR) 

Up/ 
Downside 

(%) 
MCap 

($ mn) 
P/E (x) 
2023f 

P/B (x) 
2023f 

 
Div Yield 
(%)2023f 

 
ROE (%) 

2023f 

Rajhi  Neutral 85.2 77.3  10.3 82,249 16.5 3.2 3.9 19.9 

Alinma Overweight 38.3 33.0 16.1 17,600 14.0 2.1 4.1 15.8 

BSFR Overweight 46.6 40.4 15.4 12,953 11.2 1.3 4.7 11.6 

Bilad Neutral 43.3 44.4 (2.5) 11,210 17.8 2.8 1.7 16.6 

BJAZ Neutral 19.6 19.4 0.9 4,240 16.5 1.3 3.3 8.1 
 

Source: SNB Capital Research estimates. All prices as of 04 January 2023 
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Sector themes 

Higher interest rates to benefit corporate banks  

Exhibit 1: The Fed dot-plot – Interest rates to peak in 2023f 

 

Exhibit 2: Yield curves also suggest rates to peak in 2023f  

%  % 

 

 

 

Source: Bloomberg, SNB Capital Research 
 

Source: Bloomberg, SNB Capital Research 

 

Exhibit 3: Corporate banks to benefit from higher rates  

 

Exhibit 4: However, the sector liquidity tightened significantly 
which may pressure CoF  

%  % 

 

 

 

Source: Company reports, SNB Capital Research, Loan break-up as of Q3 22 
 

Source: SAMA, SNB Capital Research 

 

Exhibit 5: Banks with higher LDR to be impacted the most 

 

Exhibit 6: LIBOR-SAIBOR spread has also widened 

%  % 

 

 

 

Source: Company reports, SNB Capital Research, include sukuk 
 

Source: Bloomberg, SNB Capital Research 
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Exhibit 7: 2023f NIMs expansion to be led by corporate focused banks 

% 

 

Source: Company reports, SNBC Capital Research  

 
Corporate loans to drive growth in 2023f 

Exhibit 8: Loan growth to remain strong… 

 

Exhibit 9: …but non-mortgage will drive growth   

SAR bn, %  SAR bn 

 

 

 

Source: SAMA, SNB Capital Research 
 

Source: SAMA, SNB Capital Research 

 
Asset quality metrics remain strong 

Exhibit 10: NPL and coverage ratios (Q3 22)  
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Source: Company reports, SNBC Capital Research  

4.2%

3.4%

2.6%

3.7%

2.9%

3.6% 3.7%

2.8%

3.5%

2.6%

4.1%

3.1%

3.7%
4.0%

3.1%

3.6%

2.8%

Rajhi Alinma BSFR Bilad BJAZ
2021 2022f 2023f 2024f

1,783 
2,059 

2,378 
2,676 

3,010 
3,311 

14.8%
15.5% 15.5%

12.5%
12.5%

10.0%

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

14.0%

16.0%

18.0%

 -

 500

 1,000

 1,500

 2,000

 2,500

 3,000

 3,500

2020 2021 2022f 2023f 2024f 2025f

Loan Book yoy growth

151 153 
121 96 90 90

79 
124 198 

201 
244 

211 

2020 2021 2022f 2023f 2024f 2025f

Mortgage Non-mortgage

4.4%
2.7%

2.1%
1.6% 1.7% 1.8% 1.6% 1.8%

1.2%
0.6%

134%
117%

200%

132%
156%

174%

116%

141%

236%

272%

0%

50%

100%

150%

200%

250%

300%

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

3.5%

4.0%

4.5%

5.0%

SABB BSFR BJAZ SNB Alinma SAIB RIBL ANB Bilad Rajhi

NPL ratio % Coverage (RHS)



SAUDI BANKING SECTOR SNB CAPITAL 

JANUARY 2023 

 

 4 

Exhibit 11: Majority of the loans are in Stage I (Q3 22) 

 

Exhibit 12: BJAZ has the highest loans in Stage III (Q3 22)   

%  SAR bn 

 

 

 

Source: Company Reports, SNB Capital Research, RIBL and ANB numbers are based on Q4 
21 

 
Source: Company Reports, SNB Capital Research, RIBL and ANB numbers Stage II are 
based on Q4 21, while Stage III is taken as NPL 

Exhibit 13: AlBilad has the highest stage III coverage  

% 

 

Source: Company reports, SNBC Capital Research  

 

Exhibit 14: C-I ratio to decline given the on-going digitalization 

efforts 

 

Exhibit 15: BJAZ has the highest C-I ratio in the sector, while 

Rajhi has the lowest   

%  SAR bn 

 

 

 

Source: Company Reports, SNB Capital Research, Based on stocks’ under coverage 
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Exhibit 16: The sector is adequately capitalized (Q3 22) 

% 

 

Source: Company reports, SNBC Capital Research  

The sector profitability: Ongoing growth 

In 2022f, we expect the combined net income for the stocks under coverage to reach 

SAR27.9bn (+18.3% yoy) due to 1) strong growth in the loan book and 2) lower 

provisioning. Furthermore, the ongoing digitalization efforts have also helped in 

rationalizing the cost base. In 2023f, we expect another strong year with net income 

increasing by 14.5% yoy to SAR32.0bn. The growth will be driven by better margins 

(particularly of corporate banks) and relatively strong loan growth (12.5% yoy). We 

also expect the C-I ratio to continue to moderate, while we CoR to remain stable.  

Exhibit 17: Earnings of stocks undercoverage 

SAR mn 2021 2022f yoy % 2023f yoy % 2024f yoy % 

Alinma  2,709   3,836  41.6%  5,027  31.1%  5,703  13.4% 

BSFR  3,450   3,742  8.5%  4,540  21.3%  5,053  11.3% 

Rajhi  14,746   17,175  16.5%  18,786  9.4%  21,729  15.7% 
Bilad  1,687   2,091  24.0%  2,501  19.6%  2,999  19.9% 

BJAZ  1,006   1,066  6.0%  1,109  4.1%  1,350  21.7% 
Total  23,598   27,909  18.3%  31,963  14.5%  36,835  15.2% 

Source: Company reports, SNB Capital Research 
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Change in Estimates 

Exhibit 18: Changes in estimates 
 

  Old New % Old New % 

  2022f 2022f Chg 2023f 2023f Chg 

Alinma        

Loans SAR mn 139,198 143,198 2.9% 150,485 161,085 7.0% 

Revenue SAR mn 7,748 8,096 4.5% 9,432 9,489 0.6% 

Net profit SAR mn 3,727 3,836 2.9% 5,186 5,027 (3.1)% 

PT SAR    38.2 38.3 0.3% 

BSFR        

Loans SAR mn 167,854 158,710 (5.4)% 187,738 171,117 (8.9)% 

Revenue SAR mn 8,239 8,230 (0.1)% 10,356 9,347 (9.7)% 

Net profit SAR mn 3,501 3,742 6.9% 5,079 4,540 (10.6)% 

PT SAR    49.9 46.6 (6.6)% 

AlRajhi        

Loans SAR mn 553,502 568,639 2.7% 636,608 665,546 4.5% 

Revenue SAR mn 31,363 28,857 (8.0)% 36,489 33,351 (8.6)% 

Net profit SAR mn 18,802 17,175 (8.7)% 21,954 18,786 (14.4)% 

PT SAR    94.3 85.2 (9.7)% 

Albilad        

Loans SAR mn 97,507 94,611 (3.0)% 112,127 106,422 (5.1)% 

Revenue SAR mn 5,547 5,148 (7.2)% 6,393 5,548 (13.2)% 

Net profit SAR mn 2,269 2,091 (7.9)% 2,825 2,501 (11.5)% 

PT SAR    47.7 43.3 (9.2)% 

BJAZ        

Loans SAR mn 69,978 69,090 (1.3)% 77,000 73,935 (4.0)% 

Revenue SAR mn 3,908 3,491 (10.7)% 4,253 3,623 (14.8)% 

Net profit SAR mn 1,371 1,066 (22.3)% 1,610 1,109 (31.1)% 

PT SAR    26.3 19.6 (25.5)% 
 

Source: SNB Capital Research estimates 
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Remain positive on the sector; prefer Alinma and BSFR 

We believe the outlook of the Saudi Banking Sector is positive. The sector is trading 

at 2023f P/B of 1.7x, in line with the last 10-year average of 1.6x. For sector 

positioning, we prefer corporate-focused banks which will benefit from high-interest 

rates and Mega-projects’ loan growth. For retail-focused banks, we expect margins to 

come under pressure given the limited ability to re-price the loan book. Furthermore, 

tight liquidity, reflected by LDR of 81.3% as of November 2022 (vs 79.5% in 2021 and 

75% in 2020) should have a negative impact on margins.  

Accordingly, we upgrade Alinma and BSFR to OW, while remaining Neutral on Rajhi, 

Bilad, and BJAZ.  

Exhibit 19: Valuation Summary 
 

 

Rating 
PT 

(SAR) 

 
CMP 

(SAR) 

Up/ 
Downside 

(%) 
MCap 

($ mn) 
P/E (x) 
2023f 

P/B (x) 
2023f 

 
Div Yield 
(%)2023f 

 
ROE (%) 

2023f 

Rajhi  Neutral 85.2 77.3  10.3 82,249 17.2 3.2 3.9 19.9 

Alinma Overweight 38.3 33.0 16.1 17,600 14.0 2.1 4.1 15.8 

BSFR Overweight 46.6 40.4 15.4 12,953 11.2 1.3 4.7 11.6 

Bilad Neutral 43.3 44.4 (2.5) 11,210 17.8 2.8 1.7 16.6 

BJAZ Neutral 19.6  19.4 0.9 4,240 16.5 1.3 3.3 8.1 
 

Source: SNB Capital Research estimates. All prices as of 04 January 2023 

 

Exhibit 20: ROE vs P/B 

 

Exhibit 21: Valuations reverting to 10-year average  (P/B) 

x, %  x 

 

 

 

Source: Bloomberg, company reports, SNBC Capital Research  
 

Source: Bloomberg, company reports, SNBC Capital Research  
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Strong corporate portfolio to drive growth 
We upgrade Alinma to Overweight with a revised PT of SAR38.3. We believe the 
bank is favorably positioned in this hawkish interest rate environment given its 
corporate tilt. Moreover, we believe the bank is one of the prime beneficiaries of 
Mega-project-related credit demand due to its focus on project finance. We expect 
Alinma’s loan growth to remain strong, with a growth of 12% yoy in 2023f, after 
posting a solid growth of 13% yoy in 2022f. Metrics of asset quality also 
strengthened as 1) the NPL ratio improved to 1.7% in Q3 22 (vs 1.9% in Q2 22) 
and 2) the coverage ratio increased to 156% (vs 150% in Q2 22). Going forward, 
we expect the NPL ratio to be at c1.7%, while the coverage ratio will sequentially 
improve to 158.2% in 2024f. Accordingly, we expect the cost of risk to tend 
towards c0.6% in 2024f. We project Alinma to deliver earnings CAGR (adjusted 
for Tier I Sukuk) of 26.8% between 2021-2024f, with ROE improving from 10.8% 
in 2021 to 16.2% in 2024f. The stock is trading at 2023f P/B of 2.1x, at a premium 
to the industry and the last 10 years' average of 1.7x. We believe the premium is 
justified due to the expected improvement of ROE. 

Key risks  

 Slower-than-expected loan growth: We expect the bank to be one of the major 

beneficiaries of higher corporate lending driven by Vision 2030-related projects. 

Slower than expected growth or lower market share is the key risks. 

 Asset quality deterioration: Alinma has one of the largest exposures to the real-

estate construction sector. Although we expect the construction activity to remain 

relatively strong, any slowdown would negatively impact our valuations. We have 

reduced the cost of risk from 1.1% in 2021 to 0.6% in 2024f, as we have kept the NPL 

ratio in the range of 1.7% (vs an average of 2.0% between 2019-21) and improved the 

coverage ratio to 158.2% in 2024f from 150% in Q2 22.  

 Tight liquidity position: The bank’s LDR ratio has increased to 102% in Q3 22, 

indicating a tightened liquidity position. We expect this to increase its cost of funds as 

it attracts expensive time deposits/Sukuk issuance to fund its loan growth.  

Valuation 

 We are Overweight on Alinma with a PT of SAR38.3. To determine our PT, we have 

assigned 50% weight to each residual income and relative P/B valuations. This 

represents an upside of 16.1% from the current market price of SAR33.0. 

Valuation Summary 

    PT Weights 

Risk free (US 10-year) 3.7%  Residual Income 38.6 50% 
Adj. Beta (3-year weekly) 1.1  P/B     38.0 50% 

      

Cost of Equity 10.6%     
Terminal Growth rate 3.0%  Price Target (SAR) 38.3  
 

Source: SNB Capital Research estimates 

 

Summary Financials 

SAR mn 2021 2022f 2023f 2024f CAGR 

Total Revenues 6,667 8,096 9,489 10,219 15.3% 
Pre-provision profit 4,302 5,329 6,600 7,346 19.5% 
PPP margin (%) 65% 66% 70% 72% - 
Net income 2,709 3,836 5,027 5,703 28.2% 
Net Margin (%) 41% 47% 53% 56% - 
Net income (adj. for Tier 1 Sukuk) 2,603 3,636 4,727 5,303 26.8% 

EPS (adj. for Tier 1 Sukuk)  1.3   1.8   2.4   2.7  26.8% 

Loans & advances 126,271 143,198 161,085 181,212 12.8% 
 

Source: The company, SNB Capital Research estimates 

Overweight 

Price target (SAR) 38.3 
Current price (SAR) 33.0 

Upside/Downside (%) 16.1% 

 

VALUATION MULTIPLES 

 21 22f 23f  

P/E (x)  25.4  18.2 14.0  

P/B (x)  2.6  2.3  2.1  

Div Yield (%) 1.2 2.9 4.1  
  

Source: SNB Capital Research estimates 

 
 

MAJOR SHAREHOLDERS  

   %  

PIF   10.0  

Foreign Investors   17.6  
  

 

 

Source: Saudi exchange as of 04 January 2022 

 
STOCK DETAILS 

M52-week range H/L (SAR) 42.5/24.7 

Market cap ($mn) 17,556.5 

Shares outstanding (mn) 2,000 

Listed on exchanges TADAWUL 

 
Price perform (%) 1M 3M 12M 

Absolute 3.1   (12.5)  32.3 

Rel. to market  0.8   (3.1)  38.4 
 

Avg daily turnover (mn) SR US$ 

3m  153.6 40.9 

12m     270.0 71.8 
 

Reuters code  1150.SE 

Bloomberg code  ALINMA AB 
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Financials 
Exhibit 22: Income Statement 

In SAR mn 

  2021 2022f 2023f 2024f 

Net Sp. Comm. Income  5,137  6,283   7,845   8,574  
Net Interest Margin (%)  3.4% 3.7% 4.1% 4.0% 
Change (%)   10.5% 22.3% 24.9% 9.3% 
Fee Income  1,085  1,179   1,187   1,170  
Forex income  215  258   270   284  
Investment Income  129  254   139   146  
Other Operating Income  101  122   48   44  
Operating Income  6,667  8,096   9,489   10,219  
Growth (%)  16.3% 21.4% 17.2% 7.7% 
Pre-provision expenses  2,365  2,766   2,890   2,873  
Pre-Provision Profits  4,302  5,329   6,600   7,346  
Growth  19.0% 23.9% 23.8% 11.3% 
Provision   1,252  1,054   989   982  
Others provisioning  15  (1)  (1)  (1) 
Others income/(expense)  (14)  2   6   6  
Net Income before zakat   3,022  4,279   5,617   6,372  
Zakat  312  443   590   669  
Net Income  2,709  3,836   5,027   5,703  
Net Income Margin (%)  40.6% 47.4% 53.0% 55.8% 
Change (%)  37.8% 41.6% 31.1% 13.4% 
Net In. (adj for Tier 1)  2,603  3,636   4,727   5,303  
EPS (adj for Tier I)  1.3  1.8   2.4   2.7  

DPS  0.4  1.0   1.4   1.6  
 

Source: Company reports, SNB Research estimates 

 

Exhibit 23: Balance Sheet 

In SAR mn 

  2021 2022f 2023f 2024f 

Cash & bal with SAMA  9,177  13,675   17,078   19,967  
Due from Banks  738  627   565   593  
Investments, net  33,278  38,269   40,183   42,192  
Loans and advances, net  126,271  143,198   161,085   181,212  
Net Fixed Assets  2,383  2,587   2,681   2,685  
Other assets  1,629  1,466   1,503   1,540  
Total assets  173,476  199,823   223,094   248,189  
Due to Banks  15,240  23,622   24,803   26,043  
Customer Deposits  121,061  135,588   151,858   170,081  
Other liabilities  6,465  7,062   7,554   8,083  
Total liabilities  142,765  166,271   184,215   204,208  
Share capital  20,000  20,000   20,000   20,000  
Reserves  5,711  8,552   11,379   13,982  
Total stockholders' funds  25,711  28,552   31,379   33,982  
Sukuk Tier I  5,000  5,000   7,500   10,000  
Total liabilities & equity  173,476  199,823   223,094   248,189  
 

Source: Company reports, SNB Research estimates 

 

 

  
 

Exhibit 24: Key Ratios 

In SAR mn 

  2021 2022f 2023f 2024f 

Per Share Ratios      
Earnings per share  1.3  1.8   2.4   2.7  
Book value per share  12.9  14.3   15.7   17.0  
DPS  0.4  1.0   1.4   1.6  
Profitability ratios      
Yield on earning assets  3.8  4.5   5.9   5.8  
Cost of funds  0.4  0.9   2.0   1.9  
Net Interest spread  3.4  3.6   3.9   3.9  
Net interest margin  3.4  (2.6)  (1.9)  (2.0) 
Cost to income   35.5  34.2   30.5   28.1  
Asset Quality (%)      
NPL ratio  1.8  1.7   1.7   1.7  
Net NPLs  (1.3)  (1.0)  (1.0)  (1.0) 
NPL coverage  177  160   159   158  
Cost of risk  1.1  0.8   0.7   0.6  
Return ratios (%)      
ROE  10.8  13.4   15.8   16.2  
ROA  1.6  1.9   2.2   2.3  
Payout Ratio  29.3  52.3   57.1   60.3  
Capital Ratios (%)      
Tier I  21.6  17.1   16.8   16.3  
CAR  22.8  18.1   17.7   17.1  
Growth Rates (yoy) (%)      
Loan growth  13.6  13.4   12.5   12.5  
Deposit growth  1.3  12.0   12.0   12.0  
Asset growth  10.6  15.2   11.6   11.2  
Earnings growth  37.8  41.6   31.1   13.4  
Other Ratios (%)      
Loan/Deposits  100  102   101  101 
Loans/ total Assets  72.8  71.7   72.2   73.0  
Liquid asset/total asset  10.0  11.4   11.9   12.1  
Deposits/ total funding  84.8  81.5   82.4   83.3  
Valuation ratios (x)      
P/E  25.4  18.2  14.0 12.0 
P/B  2.6  2.3   2.1   1.9  
Div. yield (%)  1.2  2.9   4.1   4.8  
 

Source: Company reports, SNB Research estimates, EPS, ROE, ROA, Payout Ratio, P/E is 
based on Net income adjusted for Tier I. Loan/Deposit ratio include Sukuk and other debt offering.  
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Corporate portfolio to benefit from rising interest rates 
We upgrade BSFR to Overweight with a PT of SAR46.6. The bank is amongst our 

preferred picks driven by its higher exposure to the corporate segment. Last year 

the bank reduced its interest rate hedge, increasing its margins sensitivity to rising 

interest rates. Asset quality has marginally declined to 2.73% in Q3 22 vs 2.48% 

in Q2 22. While the coverage ratio of 117% (as of Q3 22) is one of the lowest in 

the industry (average of 134%), which remains a concern. We expect the bank to 

increase its coverage ratio, leading to elevated CoR. We have factored in a CoR 

of 0.9% each for 2023f and 2024f, in-line 2022f. We expect the bank to deliver a 

4-year earnings CAGR of 14.3% (adjusted for Tier I Sukuk), with average ROE of 

10.8%. The stock is trading at 2023f P/B of 1.3x, in line with the 10-year average 

of 1.3x and discount to the sector average of 1.7x. We expect the bank to maintain 

a 60% payout in 2023f, which translate into a dividend yield of 4.7%. 

Key risks  

 Slower-than-expected loan growth: We expect the bank to be one of the main 

beneficiaries of higher corporate lending driven by Vision 2030-related projects. 

Slower than expected growth or lower market share is a key risk. 

 Asset quality deterioration: We expect the cost of risk to rise to 0.9% in 2023f (similar 

to 2022f), while we have kept the NPL ratio at 2.8% for 2023f (vs an average of 2.7% 

during 2017-2021). However, the bank has one of the lowest coverage ratios in the 

industry, and we expect it to increase in line with the industry average.  

 Tight liquidity position: The bank’s LDR ratio increased from 80% in 2017 to 97% in 

Q3 22, indicating a tightened liquidity position. We expect this to increase its cost of 

funds as it attracts expensive time deposits/Sukuk issuance to fund loan growth.  

Valuation 

 We are Overweight on BSFR with a PT of SAR46.6, representing an upside of 15.2%. 

To determine our PT, we have assigned 50% weight to each residual income and 

relative P/B valuations. 

Valuation Summary 

    PT Weights 

Risk free (US 10-year) 3.7%  
Residual Income 41.5 50% 

Adj. Beta (3-year weekly) 1.0  P/B 51.6 50% 

      

Cost of Equity 10.5%     
Terminal Growth rate 3.0%  Price Target (SAR) 46.6  
 

Source: SNB Capital Research estimates 

 

 

Summary Financials 

SAR mn 2021 2022f 2023f 2024f CAGR 

Total Revenue  7,188   8,230   9,347   9,892  11.2% 
Pre-provision profit  4,741   5,648   6,768   7,217  15.0% 
PPP margin (%) 66% 69% 72% 73%  

Net income  3,450   3,742   4,540   5,053  13.6% 
Net Margin (%) 48% 45% 49% 51%  

Net income (adj. for Tier I)  3,246   3,538   4,335   4,849  14.3% 

EPS (adj. for Tier I)  2.7   2.9   3.6   4.0  14.3% 
Loans & advances 147,813   158,710   171,117   183,825  7.5% 

Source: The company, SNB Capital Research estimates 

BANKING JANUARY 2023 

 BANQUE SAUDI FRANSI 

Q1 23- RATING CHANGE 

  

OVERWEIGHT 

Price target (SAR) 46.6 

Current price (SAR) 40.4 

Upside/Downside (%) 15.2% 

 

VALUATION MULTIPLES 

 21 22f 23f  

P/E (x)  15.0  13.8  11.2  

P/B (x)  1.4  1.3  1.3  

Div Yield (%) 3.7 4.1 4.7  
  

Source: SNB Capital Research estimates 

 
 

MAJOR SHAREHOLDERS  

   %  

Kingdom Holding Co.   16.2  

Al Rashed Group                                  9.8 

Foreign Investors   10.4  
  

 

Source: Saudi exchange as of 04 January 2022 

 

 

 

 

STOCK DETAILS 

M52-week range H/L (SAR) 57.2/36.0 

Market cap ($mn) 12,953.6 

Shares outstanding (mn) 1,199.6 

Listed on exchanges TADAWUL 

 
Price perform (%) 1M 3M 12M 

Absolute 1.5   (5.4)  (12.7) 

Rel. to market  (0.8)   3.9  (6.6) 
 

Avg daily turnover (mn) SR US$ 

3m  17.5 4.7 

12m     47.2  12.76 
 

Reuters code  1050.SE 

Bloomberg code  BSFR AB 

www.alfransi.com.sa 
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Financials 
Exhibit 25: Income Statement 

In SAR mn, unless otherwise stated 

  2021 2022f 2023f 2024f 

Net Interest Income  5,373 6,316 7,477 7,962 
Change (%)  2.5 17.5 18.4 6.5 
Fee income  1,213 1,198 1,187 1,219 
Forex Income   336   403  424 445 
Investment Income   172   175  178 181 
Other Operating income   93   138  81 85 
Operating income   7,188 8,230 9,347 9,892 
Change (%)  2.0 14.5 13.6 5.8 
Pre-prov operating exp.  2,447 2,582 2,578 2,675 
Pre-provision profits  4,741 5,648 6,768 7,217 
Growth (%)  1.3 19.1 19.8 6.6 
Provisions  1,021 1,479 1,598 1,527 
Other Provisions   (118) (3)  12 13 
Other income/exp  - -  -     -    
Net income before zakat   3,837 4,172 5,159 5,678 
Taxes & Zakat   388 430 619 625 
Net income  3,450 3,742 4,540 5,053 
Net income Margin (%)  48.0 45.5  48.6   51.1  
Change (%)  123 8.5 21.3 11.3 
Net in.(adj. for Tier I)  3,246 3,538  4,335   4,849  
EPS (adj. for Tier I)  2.7 2.9 3.6 4.0 
DPS  1.5 1.9  2.2   2.5  
 

Source: Company reports, SNB Capital Research estimates 

 

 

Exhibit 26: Balance Sheet 

In SAR mn, unless otherwise stated 

  2021 2022f 2023f 2024f 

Cash and bal with SAMA   9,795 12,052  18,461   26,529  
Due from banks   5,324 4,925  4,678   4,445  
Investments, net   43,858 43,946  44,034   44,122  
Loans and advances, net   147,813 158,710  171,117   183,825  
Other assets  4,950 8,722  8,600   8,531  
Total assets   215,802 228,355  246,890   267,451  
Due to banks   23,854 19,535  19,013   18,592  
Customers’ deposits   141,950 156,145  171,760   188,936  
Borrowings               -                 -     -     -    
Other liabilities  10,312 11,372  12,591   13,993  
Total liabilities  176,116 187,052  203,364   221,520  
Share Capital  12,054 12,054 12054 12054 
Reserves  22,632 24,249 26472 28877 
Total Equity  34,686 36,303  38,526   40,931  
Tier-I Sukuk  5,000 5,000  5,000   5,000  
Total equity & liabilities  215,802 228,355  246,890   267,451  
 

Source: Company reports, SNB Capital Research estimates 

 

 

  

 

Exhibit 27: Key Ratios 

In SAR mn, unless otherwise stated 

  2021 2022f 2023f 2024f 

Per Share Ratios      
EPS  2.7 2.9 3.6 4.0 
DPS  1.5 1.9 2.2 2.5 
BVPS  28.8  30.1   32.0   34.0  
Profitability ratios (%)      
Yield on earning assets  3.2  4.0   5.3   5.3  
Cost of funds  0.3  1.1   2.3   2.1  
Net interest spread  2.8  2.9   3.0   3.2  
Net interest margin  2.6  2.8   3.1   3.1  
Cost to income   34.0  31.4   27.6   27.0  
Asset Quality (%)      
NPL ratio  2.5  2.8   2.8   2.8  
Net NPLs  (0.6)  (0.7)  (0.8)  (0.9) 
NPL coverage  123  125   129   131  
Cost of risk  0.7  0.9   0.9   0.8  
Return ratios (%)      
ROE   9.5  10.0   11.6   12.2  
ROA  1.6  1.6   1.8   1.9  
Payout Ratio  61.0  64.2   61.2   63.1  
Capital Ratios (%)      
Tier I  19.9  16.8   16.5   16.2  
CAR  21.1  17.9   17.5   17.1  
Growth Rates (yoy) (%)      
Loan growth  12.8  7.8   8.0   7.5  
Deposit growth  11.7  10.0   10.0   10.0  
Asset growth  14.4  5.4   5.9   5.7  
Earnings growth  123.1  8.5   21.3   11.3  
Other Ratios (%)      
Loan/Deposits  104  102   100   97  
Loans/ total Assets  68.5  69.5   69.3   68.7  
Liquid asset/total asset  13.9  14.0   15.4   17.2  
Deposits/ total funding  80.6  83.5   84.5   85.3  
Valuation ratios (x)      
P/E  15.0  13.8   11.2   10.0  
P/BV  1.4  1.3   1.3   1.2  
Div. yield (%)  3.7  4.1   4.7   5.4  
 

Source: Company reports, SNB Research estimates, EPS, ROE, ROA, Payout Ratio, P/E is 
based on Net income adjusted for Tier I. Loan/Deposit ratio include Sukuk and other debt offering 
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Best in class asset quality and profitability metrics 
We maintain our Neutral rating on Rajhi with a revised PT SAR85.2. The bank 

remains one of the strongest player in the sector, underpinned by its strong 

business profile (highest loan book growth in Q3 22), robust asset quality metrics, 

and best-in-class profitability (ROE is more than 20%). It is also one of the key 

beneficiaries of mortgage loan growth. However, we expect the bank’s margins to 

come under pressure due to a combination of 1) the fixed rate on mortgages that 

accounts for 56.8% of the total loan book and 2) the offering of relatively lower 

pricing on the corporate loans to gain market share following to the major revamp 

of the corporate franchise. The bank’s liquidity position has also come under 

pressure (LDR: 99%), which should increase its cost of funds to 1.7% in 2023f 

from 1.0% in 2022f. The stock is trending at 2023f P/B of 3.2x vs 10 years average 

of 2.9x and an industry average of 1.7x. 

Key risks  

 Changes in mortgage market: As mortgages remain the key driver of the bank’s loan 

book and earnings growth over the forecasted period, change in mortgage demand is 

a key risk. 

 Unfavourable change in deposit mix: The bank’s deposit mix has changed 

significantly over the past few years. Demand deposits declined from 91% in 2019 to 

68% by the end of Q3 22. Any changes in the deposit mix will impact the bank’s NIMs. 

 Increase in the cost of risk: The bank has recently increased its focus on the 

corporate segment, which can potentially increase its cost of risk from its historical 

levels of 0.7%.  

 Contraction in the credit spreads: We expect the tilt towards corporate lending to 

suppress the bank’s credit spread. Moreover, increased competition may pressure 

credit spreads and eventually NIMs. 

 Tight liquidity position: The bank’s LDR ratio increased from 79% in 2018 to 99% in 

Q3 2022, indicating a tightened liquidity position which could increase cost of funds 

going forward.  

Valuation 

 We are Neutral on Rajhi with PT of SAR85.2. To determine our PT, we have assigned 

50% weight to each residual income and relative P/B valuations. This represents an 

upside of 10.3% from the current market price of SAR77.3. 

Valuation Summary 

    PT Weights 

Risk free (US 10-year) 3.7%  Residual Income 90.6 50% 
Adj. Beta (3-year weekly) 1.0  P/B 79.9 50% 

      

Cost of Equity 10.3%  
   

Terminal Growth rate 3.0%  Price Target (SAR) 85.2  
 

Source: SNB Capital Research estimates 

 

Summary Financials 

SAR mn 2021 2022f 2023f 2024f CAGR 

Revenues 25,716 28,857 33,351 38,127 14.0% 
Pre-provision profit 18,790 21,517 25,374 29,556 16.3% 
PPP margin (%) 73% 75% 76% 78% - 
Net income 14,746 17,175 18,786 21,729 13.8% 
Net Margin (%) 57% 60% 56% 57% - 
Net income (adj. for Tier 1 Sukuk) 14,746 16,597 17,961 20,904 12.3% 
EPS (adj. for Tier 1 Sukuk) 3.7 4.1 4.5 5.2 12.3% 
Loans & advances 452,831 580,048 665,546 757,509 18.7% 
 

Source: The company, SNB Capital Research estimates 

BANKING  JANUARY 2023 

AL RAJHI BANK 

Q1 23  

  

NEUTRAL 

Price target (SAR) 85.2 

Current price (SAR) 77.3 

Upside/Downside (%) 10.3% 

 

VALUATION MULTIPLES 

 21 22f 23f  

P/E (x)  21.0  18.6 17.2  

P/B (x)  4.6  3.7  3.2  

Div Yield (%) 0.0 0.0 3.9  
  

Source: SNB Capital Research estimates 

 
 

MAJOR SHAREHOLDERS  

   %  

Abdullah S. Al Rajhi   2.2%  

Foreign Investors                             12.4%  
  

 

Source: Saudi exchange as of 04 January 2022  
 

 

STOCK DETAILS 

M52-week range H/L (SAR) 117.4/71.8 

Market cap ($mn)  82,249.4 

Shares outstanding (mn) 4,000 

Listed on exchanges TADAWUL 

 
Price perform (%) 1M 3M 12M 

Absolute 0.4   (8.2)  (13.4) 

Rel. to market  (1.9)   1.1  (7.3) 
 

Avg daily turnover (mn) SR US$ 

3m  341.8 91.0 

12m     547.5 145.6 
 

Reuters code  1120.SE 

Bloomberg code  RJHI AB 

www.alrajhibank.com 
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Financials 
Exhibit 28: Income Statement 

In SAR mn 

  2021 2022f 2023f 2024f 

Net Sp. Comm. Income  20,392 22,462 26,498 30,702 
Change (%)   20.6 10.2 18.0 15.9 
Fee Income  3,933 4,669 5,369 5,875 
Forex Income  788 1,182 886 909 
Other Operating Income  603 543 597 642 
Operating Income  25,716 28,857 33,351 38,127 
Growth (%)  24.1 12.2 15.6 14.3 
Pre-provision expenses  6,927 7,340 7,977 8,572 
Pre-Provision Profits  18,790 21,517 25,374 29,556 
Provision   2,345 2,349 4,408 5,304 
Other provision  - - - - 
Other income/exp  - - - - 
Income before zakat/tax  16,445 19,168 20,966 24,252 
Tax & Zakat  1,699 1,993 2,180 2,522 
Net Income  14,746 17,175 18,786 21,729 
Net Income Margin (%)  57.3 59.5 56.3 57.0 
Change (%)  39.2 16.5 9.4 15.7 
Net Income (adj Tier 1)  14,746 16,597 17,961 20,904 
EPS (adj. Tier 1)  3.7 4.1 4.5 5.2 
DPS  0.0 0.0 3.1 3.7 
 

Source: Company reports, SNB Capital Research estimates 

 

Exhibit 29: Balance Sheet 

In SAR mn 

  2021 2022f 2023f 2024f 

Cash & bal with SAMA  40,363 49,703 65,683 71,861 
Due from Banks  26,065 15,639 14,075 13,372 
Investments, net  84,433 105,542 108,180 110,885 
Loans and advances, net  452,831 580,048 665,546 757,509 
Net Fixed Assets  10,666 11,117 11,478 12,057 
Other assets  7,902 8,139 8,383 8,634 
Total assets  623,672 771,599 874,757 975,729 
Due to Banks  17,952 80,785 96,942 106,636 
Customer Deposits  512,072 563,279 636,506 719,252 
Other liabilities  26,339 27,129 27,943 28,781 
Total liabilities  556,363 671,193 761,390 854,668 
Share capital  25,000 40,000 40,000 40,000 
Reserves  42,309 43,906 56,867 64,560 
Total stockholders' funds  67,309 83,906 96,867 104,560 
Tier I Sukuk   -   16,500  16,500   16,500  
Total liabilities & equity  623,672 771,599 874,757 975,729 
 

Source: Company reports, SNB Capital Research estimates 

 

 

  
Exhibit 30: Key Ratios 

In SAR mn 

  2021 2022f 2023f 2024f 

Per Share Ratios      
EPS (adj. for Tier 1 Sukuk)  3.7 4.1 4.5 5.2 
Book value per share  16.8 21.0 24.2 26.1 
DPS  0.0 0.0 3.1 3.7 
Profitability ratios      
Yield on earning assets  4.4 4.4 5.2 5.3 
Cost of funds  0.2 1.0 1.7 1.7 
Net Interest spread  4.2 3.5 3.4 3.6 
Net interest margin  4.2 3.6 3.6 3.7 
Cost to income   26.9 25.4 23.9 22.5 
Asset Quality (%)      
NPL ratio  0.7 0.6 0.7 0.7 
Net NPLs  (1.3) (1.0) (1.1) (1.2) 
NPL coverage  306 274 270 274 
Cost of risk  0.6 0.5 0.7 0.7 
Return ratios (%)      
ROE  23.5 22.0 19.9 20.8 
ROA  2.7 2.4 2.2 2.3 
Payout Ratio  0.0 0.0 65.0 67.5 
Capital Ratios (%)      
Tier I  16.6 19.4 19.6 19.1 
CAR  17.7 20.2 20.6 20.1 
Growth Rates (yoy) (%)      
Loan growth  43.4 28.1 14.7 13.8 
Deposit growth  33.8 10.0 13.0 13.0 
Asset growth  33.0 23.7 13.4 11.5 
Earnings growth  39.2 16.5 9.4 15.7 
Other Ratios (%)      
Loan/Deposits  88.4 100 102 103 
Loans/ total Assets  72.6 75.2 76.1 77.6 
Liquid asset/total asset  11.8 9.6 10.1 9.7 
Deposits/ total funding  92.0 83.9 83.6 84.2 
Valuation ratios (x)      
P/E  21.0 18.6 17.2 14.8 
P/B  4.6 3.7 3.2 3.0 
Div. yield (%)  0.0 0.0 3.9 4.7 
 

Source: Company reports, SNB Research estimates, EPS, ROE, ROA, Payout Ratio, P/E is 
based on Net income adjusted for Tier I. Loan/Deposit ratio include Sukuk and other debt offering 
 



 

 

 

 

 

Please refer to the last page for important disclaimer www.alahlicapital.com 

 

Positives priced-in  

We maintain our Neutral rating on Albilad, with a revised PT of SAR43.3. We 

believe a strong retail franchise network and asset quality are the key strengths 

of the bank. Moreover, the focus on the corporate segment, along with 

rationalization of the cost base to support earnings growth. The bank's LDR in Q3 

22 has marginally improved to 95% (Q2 22 99%) suggesting an improvement in 

its liquidity in contrast to tightening sector liquidity. We expect, the bank to deliver 

an earnings growth of 24% yoy and 20% yoy in 2022f and 2023f, respectively 

while ROE to improve from 14.9% in 2021 to 16.6% in 2023f. However, the stock 

is currently trading at 2023f P/B of 2.8x, reflecting all the positives.  
 

Key risks  

 Slower than expected loan growth: We expect the bank’s increased focus on 

corporate lending to mitigate the impact of the foreseen deceleration in mortgage 

loans. However, we believe increased competition in the segment, slower-than-

expected growth, and/or lower market share are the key risks. 

 Contraction in the credit spreads: The tilt towards corporate is expected to suppress 

Albilad’s credit spread. Moreover, increased competition may pressure credit spreads 

and NIMs. 

Valuation 

 We are Neutral on AlBilad with PT of SAR43.3. To determine our PT, we have 

assigned 50% weight to each residual income and relative P/B valuations.  

 

Valuation Summary 

    PT Weights 

Risk free (US 10-year) 3.7%  
Residual Income 31.9 50% 

Adj. Beta (3-year weekly) 1.1  P/B 54.6 50% 

      

Cost of Equity 11.1%  
   

Terminal Growth rate 3.0%  Price Target (SAR) 43.3  
 

Source: SNB Capital Research estimates 

 

 

Summary Financials 

SAR mn 2021 2022f 2023f 2024f CAGR 

Revenue 4,584 5,148 5,548 6,166 10.4% 
Pre-provision profit 2,450 2,877 3,337 3,899 16.8% 
PPP margin (%) 53% 56% 60% 63% - 
Net income 1,687 2,091 2,501 2,999 21.2% 
Net Margin (%) 37% 41% 45% 49% - 
EPS  1.7 2.1 2.5 3.0 10.1% 
Loans & advances 82,933 94,611 106,422 119,770 13.0% 

Source: The company, SNB Capital Research estimates     

BANKING  JANUARY 2023 

 BANK ALBILAD 

Q1 23  

  

NEUTRAL 

Price target (SAR) 43.3 

Current price (SAR)  44.4 

Upside/Downside (%) (2.5)% 

 

VALUATION MULTIPLES 

 21 22f 23f  

P/E (x)  26.3  21.2  17.8  

P/B (x)  3.7  3.2  2.8  

Div Yield (%) 0.0 1.1 1.7  

  
  

Source: SNB Capital Research estimates 

 
 

MAJOR SHAREHOLDERS  

   %  

AlSubaei & Sons Co.    19.3  

AlSubaei Investment Co.                    11.1  

Foreign Investors   9.4  
  

 

Source: Tadawul, SNB Capital. As of 23 December 
2022. 

 

 

 

STOCK DETAILS 

M52-week range H/L (SAR) 60.4/35.8 

Market cap ($mn) 11,810.7 

Shares outstanding (mn) 1,000 

Listed on exchanges TADAWUL 

 
Price perform (%) 1M 3M 12M 

Absolute (8.5)   (11.6)  23.6 

Rel. to market (10.8)   (2.2)  29.7 
 

Avg daily turnover (mn) SR US$ 

3m  50.8 13.5 

12m     61.9  16.5 
 

Reuters code  1140.SE 

Bloomberg code  ALBI AB 

www.bankalbilad.com 
   

    

Nauman Khan  +966 11 874 9774 

 n.khan@alahlicapital.com 
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Financials 
Exhibit 31: Income Statement 

In SAR mn 

  2021 2022f 2023f 2024f 

Net sp. Comm. income   3,489 3,946 4,371 4,921 
Change (%)  6.0 13.1 10.8 12.6 
Fee income   731   638   709   755  
Forex income   313   360   378   397  
Dividend income   35   69   45   47  
Other Operating income   15   135   45   46  
Total operating income   4,584 5,148 5,548 6,166 
Change (%)  7.6 12.3 7.8 11.1 
Pre-provision expenses  2,134 2,271 2,211 2,266 
Pre-provision profits  2,450 2,877 3,337 3,899 
Change (%)  11.6 17.4 16.0 16.9 
Provisions   570   546   549   556  
Net income before zakat   1,880 2,331 2,788 3,344 
Zakat and Tax  194 240 287 344 
Net income   1,687 2,091 2,501 2,999 
Net Income Margin (%)  36.8 40.6 45.1 48.6 
Change (%)  25.1 24.0 19.6 19.9 
EPS (SAR)  1.7 2.1 2.5 3.0 
DPS (SAR)  0.0 0.5 0.8 0.9 
 

Source: Company reports, SNB Capital Research estimates 

 

 

Exhibit 32: Balance Sheet 

In SAR mn 

  2021 2022f 2023f 2024f 

Cash and ba with SAMA   6,097 4,695 7,425 9,083 
Due from banks   2,137 4,808 4,327 3,894 
Investments, net   17,092 19,656 20,639 21,671 
Loans and advances, net   82,933 94,611 106,422 119,770 
Fixed assets, net   1,925 2,048 2,140 2,272 
Other assets   669   883   905   928  
Total assets   110,854 128,588 141,858 157,618 
Due to banks   8,777 10,313 10,829 11,370 
Customers’ deposits   81,110 94,899 105,338 117,979 
Other liabilities  8,986 9,304 9,618 9,947 
Total liabilities  98,874 114,517 125,785 139,296 
Share Capital  7,500 10,000 10,000 10,000 
Reserves  4,480 4,071 6,073 8,322 
Shareholders' funds   11,980 14,071 16,073 18,322 
Total equity & liabilities  110,854 128,588 141,858 157,618 
 

Source: Company reports, SNB Capital Research estimates 

 

 

  

 
Exhibit 33: Key Ratios 

In SAR mn 

  2021 2022f 2023f 2024f 

Per Share Ratios      
EPS  1.7 2.1 2.5 3.0 
DPS  0.0 0.5 0.8 0.9 
BVPS  12.0 14.1 16.1 18.3 
Profitability ratios (%)      
Yield on earning assets  4.0 4.6 5.7 5.5 
Cost of funds  0.3 1.1 2.4 2.1 
Net interest spread  3.7 3.5 3.3 3.4 
Net interest margin  3.7 3.6 3.5 3.6 
Cost to income   46.6 44.1 39.9 36.8 
Asset Quality (%)      
NPL ratio  1.1 1.2 1.2 1.1 
Net NPLs  (2.0) (1.8) (1.8) (1.9) 
NPL coverage  280 243 253 272 
Cost of risk  0.7 0.6 0.5 0.5 
Return ratios (%)      
ROE   14.9 16.1 16.6 17.4 
ROA  1.8 1.9 2.1 2.2 
Payout Ratio  0.0 23.9 30.0 30.0 
Capital Ratios (%)      
Tier I  14.1 14.2 14.7 15.1 
CAR  18.7 18.2 18.3 18.3 
Growth Rates (yoy) (%)      
Loan growth  18.3 14.1 12.5 12.5 
Deposit growth  13.4 17.0 11.0 12.0 
Asset growth  15.8 16.0 10.3 11.1 
Earnings growth  25.1 24.0 19.6 19.9 
Other Ratios (%)      
Loan/Deposits  98.6 96.6 98.2 99.0 
Loans/ total Assets  74.8 73.6 75.0 76.0 
Liquid asset/total asset  14.5 15.9 15.0 14.5 
Deposits/ total funding  82.0 82.9 83.7 84.7 
Valuation ratios (x)      
P/E  26.3 21.2 17.8 14.8 
P/B  3.7 3.2 2.8 2.4 
Div. yield (%)  0.0 1.1 1.7 2.0 
 

Source: Company reports, SNB Research estimates, Loan/Deposit ratio include Sukuk and other 
debt offering 
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Change in asset mix could improve profitability 
We maintain our Neutral rating on BJAZ, with a revised PT of SAR19.6. As the 

bank is adequately capitalized and has a comfortable liquidity position, we believe 

BJAZ is well positioned to capture new opportunities through its strategy to 

improve product offerings to better suit its target market. The bank intends to 

focus more on its corporate offerings (Medium and Small Enterprises). Optimizing 

its cost base should also help improve profitability, given it has the highest cost-

to-income ratio in the sector. We estimate the bank to deliver a 2021-24f earnings 

CAGR of 10.3%, resulting in an ROE of 9.6% by 2024f. The bank trades at 2023f 

P/B of 1.2x (vs sector average of 1.7x). 

Key risks  

 Slower than expected loan growth: We have been conservative with our loan growth 

assumptions, as we believe growth depends on improved product offerings. 

Furthermore, the competition has also recently increased, which may result in slower-

than-expected growth and/or lower market share.  

 Inability to improve asset mix: Investment accounts for c31% of total assets, higher 

than the industry average of 21%. Given the adequate capital position, we expect the 

bank to reduce its exposure to investments and convert it to lending. The slower-than-

expected shift is a key risk.  

 Higher NPL: Deterioration in asset quality can potentially increase the bank’s cost of 

risk.  

Valuation 

 We are Neutral on BJAZ with PT of SAR19.6. To determine our PT, we have assigned 

50% weight to each residual income and relative P/B valuations.  

Valuation Summary 

    PT Weights 

Risk free (US 10-year) 3.7%  
Residual Income 16.2 50% 

Adj. Beta (3-year weekly) 1.15  P/B 22.9 50% 

      

Cost of Equity 11.2%     
Terminal Growth rate 3.0%  Price Target (SAR) 19.6  
 

Source: SNB Capital Research estimates 

 

Summary Financials 

SAR mn 2021 2022f 2023f 2024f CAGR 

Revenues 3,547 3,491 3,623 3,919 3.4% 
Pre-provision profit 1,777 1,558 1,640 1,898 2.2% 
PPP margin (%) 50% 45% 45% 48% - 
Net income 1,006 1,066 1,109 1,350 10.3% 
Net Margin (%) 28% 31% 31% 34% - 
Net income (adj. for Tier 1 Sukuk) 967 992 1,035 1,276 9.7% 
EPS (adj. for Tier 1 Sukuk) 1.2 1.2 1.3 1.6 9.7% 
Loans & Advances 62,434 69,090 73,935 79,081 8.2% 

Source: The company, SNB Capital Research estimates 

 

 

 

NEUTRAL 

Price target (SAR) 19.6 

Current price (SAR)  19.4 

Upside/Downside (%) 0.9% 

 

VALUATION MULTIPLES 

 21 22f 23f  

P/E (x)  16.5  16.0  15.4  

P/B (x)  1.3  1.2  1.2  

Div Yield (%) 3.6 3.0 3.3  
  

Source: SNB Capital Research estimates 

 
 

MAJOR SHAREHOLDERS  

   %  

Ibrahim Al-Qunaibit   5.0  

Consolidated Brothers Co.                    5.0  

Foreign Investors   14.1  
  

 

Source: Saudi Exchange,  As of 04 January 2022.  
 

 

STOCK DETAILS 

M52-week range H/L (SAR) 32.9/18.5 

Market cap ($mn) 4,240.5 

Shares outstanding (mn) 820 

Listed on exchanges TADAWUL 

 
Price perform (%) 1M 3M 12M 

Absolute (1.4)   (16.9)  (4.1) 

Rel. to market  (3.7)   (7.5)  (2.0) 
 

Avg daily turnover (mn) SR US$ 

3m  65.9 17.5 

12m     119.4  31.8 
 

Reuters code 1020.SE 

Bloomberg code BJAZ AB 

www.bankaljazira.com 
   

 

Nauman Khan  +966 11 874 9774 

 n.khan@alahlicapital.com 
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Financials 
Exhibit 34: Income Statement 

In SAR mn 

  2021 2022f 2023f 2024f 

Net sp. Comm. income   2,625 2,525 2,727 3,007 
Change (%)  9.8 (3.8) 8.0 10.3 
Fee income   638   627   656   666  
Forex income   173   199   214   225  
Investment income   (12)  18   5   4  
Other Operating income   123   123   20   18  
Total operating income   3,547 3,491 3,623 3,919 
Change (%)  7.9 (1.6) 3.8 8.2 
Pre-provision expenses  1,770 1,933 1,984 2,022 
Pre-provision profits  1,777 1,558 1,640 1,898 
Change (%)  11.7 -12.3 5.2 15.7 
Provisions   671   360   384   369  
Other provision  - - - - 
Net income before zakat  1,153 1,225 1,275 1,552 
Zakat & Tax   147   159   166   202  
Net income  1,006 1,066 1,109 1,350 
Net income margin (%)  28.4 30.5 30.6 34.5 
Change (%)  NA 6.0 4.1 21.7 
Net Income (adj. Tier 1)  967 992 1,035 1,276 
EPS (adj. for Tier 1)  1.2 1.2 1.3 1.6 
DPS  0.7 0.6 0.6 0.8 
 

Source: Company reports, SNB Capital Research estimates 

 

 

Exhibit 35: Balance Sheet 

In SAR mn 

  2021 2022f 2023f 2024f 

Cash and ba with SAMA   5,387 5,574 9,041 11,885 
Due from banks    664   863   906   951  
Investments, net   31,434 33,477 31,803 31,008 
Loans and advances, net   62,434 69,090 73,935 79,081 
Fixed assets, net   1,156 1,060 980 914 
Other assets  1,752 1,995 2,205 2,375 
Total assets   102,827 112,057 118,870 126,214 
Due to banks   6,410 8,013 8,213 8,377 
Customers’ deposits   78,365 85,418 91,397 97,795 
Other liabilities  4,157 4,267 4,368 4,475 
Total liabilities  88,932 97,697 103,979 110,647 
Share Capital  8,200 8,200 8,200 8,200 
Reserves  3,820 4,285 4,817 5,492 
Shareholders' funds   12,020 12,485 13,017 13,692 
Tier I Sukuk  1,875 1,875 1,875 1,875 
Total equity & liabilities  102,827 112,057 118,870 126,214 
 

Source: Company reports, SNB Capital Research estimates 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

Exhibit 36: Key Ratios 

In SAR mn 

  2021 2022f 2023f 2024f 

Per share ratios (SR)      
EPS (adj. for Tier 1 Sukuk)  1.2 1.2 1.3 1.6 
Div per share    0.7 0.6 0.6 0.8 
Book value per share  14.7 15.2 15.9 16.7 
Profitability ratios (%)      
Yield on earning assets  3.4 3.7 4.8 4.8 
Cost of funds  0.5 1.3 2.3 2.2 
Spreads   2.9 2.5 2.5 2.7 
Net Interest Margins   2.9 2.6 2.6 2.8 
Cost to income   49.9 55.4 54.7 51.6 
Asset Quality (%)      
NPL ratio  2.1 2.1 2.1 2.1 
Net NPLs  (1.9) (2.0) (2.0) (2.0) 
NPL coverage  191 195 194 196 
Cost of risk  1.2 0.5 0.5 0.5 
Return ratios (%)      
ROE   8.3 8.1 8.1 9.6 
ROA  1.0 0.9 0.9 1.0 
Payout Ratio  59.4 48.4 50.9 52.9 
Capital Ratios (%)      
Tier I  16.0 14.9 14.2 13.7 
CAR  19.1 17.6 16.7 16.0 
Growth Rates (yoy) (%)      
Loan growth  15.7 10.7 7.0 7.0 
Deposit growth  15.2 9.0 7.0 7.0 
Asset growth  11.7 9.0 6.1 6.2 
Earnings growth  NA 6.0 4.1 21.7 
Other Ratios (%)      
Loan/Deposits  75.9 77.4 77.6 77.8 
Loans/ total Assets  60.7 61.7 62.2 62.7 
Liquid asset/total asset  5.9 5.8 8.4 10.2 
Deposits/ total funding  40.1 39.2 34.8 31.7 
Valuation ratios (x)      
P/E  16.5 16.0 15.4 12.5 
P/B  1.3 1.3 1.2 1.2 
Div. yield (%)  3.6 3.0 3.3 4.2 
 

Source: Company reports, SNB Research estimates, EPS, ROE, ROA, Payout Ratio, P/E is 
based on Net income adjusted for Tier I. Loan/Deposit ratio include Sukuk and other debt 
offering 
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SNB Capital Investment Ratings 

OVERWEIGHT: Target price represents an increase in the share price in excess of 15% in the next 12 months 

NEUTRAL: Target price represents a change in the share price between -10% and +15% in the next 12 months 

UNDERWEIGHT: Target price represents a fall in share price exceeding 10% in the next 12 months 

PRICE TARGET: Analysts set share price targets for individual companies based on a 12 month horizon. These share price targets are subject to a 

range of company specific and market risks. Target prices are based on a methodology chosen by the analyst as the best predictor 

of the share price over the 12 month horizon 

Other Definitions 

NR: Not Rated. The investment rating has been suspended temporarily. Such suspension is in compliance with applicable regulations and/or in 

circumstances when SNB Capital is acting in an advisory capacity in a merger  

or strategic transaction involving the company and in certain other situations 

CS: Coverage Suspended. SNB Capital has suspended coverage of this company 

NC: Not covered. SNB Capital does not cover this company 

 

Important information 

The authors of this report hereby certify that the views expressed in this document accurately reflect their personal views regarding the securities and 
companies that are the subject of this document. The authors also certify that neither they nor their respective spouses or dependents (if relevant) hold a 
beneficial interest in the securities that are the subject of this document. Funds managed by SNB Capital and its subsidiaries for third parties may own the 
securities that are the subject of this document. SNB Capital or its subsidiaries may own securities in one or more of the aforementioned companies, or 
funds or in funds managed by third parties The authors of this document may own securities in funds open to the public that invest in the securities mentioned 
in this document as part of a diversified portfolio over which they have no discretion. The investment banking division of SNB Capital may be in the process 
of soliciting or executing fee earning mandates for companies that are either the subject of this document or are mentioned in this document. 

This document is issued to the person to whom SNB Capital has issued it. This document is intended for general information purposes only, and may not 
be reproduced or redistributed to any other person. This document is not intended as an offer or solicitation with respect to the purchase or sale of any 
security. This document is not intended to take into account any investment suitability needs of the recipient. In particular, this document is not customized 
to the specific investment objectives, financial situation, risk appetite or other needs of any person who may receive this document. SNB Capital strongly 
advises every potential investor to seek professional legal, accounting, tax and financial guidance when determining whether an investment in a security is 
appropriate to his or her needs. Any investment recommendations contained in this document take into account both risk and expected return. Information 
and opinions contained in this document have been compiled or arrived at by the author are from sources believed to be reliable, but SNB Capital has not 
independently verified the contents of this document and such information may be condensed or incomplete. Accordingly, no representation or warranty, 
express or implied, is made as to, and no reliance should be placed on the fairness, accuracy, completeness or correctness of the information and opinions 
contained in this document. To the maximum extent permitted by applicable law and regulation, SNB Capital shall not be liable for any loss that may arise 
from the use of this document or its contents or otherwise arising in connection therewith. Any financial projections, fair value estimates and statements 
regarding future prospects contained in this document may not be realized. All opinions and estimates included in this document constitute the author’s 
judgment as of the date of production of this document, and are subject to change without notice. Past performance of any investment is not indicative of 
future results. The value of securities, the income from them, the prices and currencies of securities, can go down as well as up. An investor may get back 
less than he or she originally invested. Additionally, fees may apply on investments in securities. Changes in currency rates may have an adverse effect on 
the value, price or income of a security. No part of this document may be reproduced without the written permission of SNB Capital. Neither this document 
nor any copy hereof may be distributed in any jurisdiction outside the Kingdom of Saudi Arabia where its distribution may be restricted by law. Persons who 
receive this document should make themselves aware, of and adhere to, any such restrictions. By accepting this document, the recipient agrees to be 
bound by the foregoing limitations. 

SNB Capital is authorised by the Capital Market Authority of the Kingdom of Saudi Arabia to carry out dealing, as principal and agent, and underwriting, 
managing, arranging, advising and custody, with respect to securities under licence number 37-06046. The registered office of SNB Capital is at King Saud 
Road, SNB Regional Building P.O. Box 22216, 11495 Riyadh, Kingdom of Saudi Arabia. 

SNB Capital Company, Saudi Joint Stock Company, Paid up capital SAR 1,000 million, authorized by the Capital Market Authority, CR 1010231474, P.O. 
Box 22216, Riyadh 11495, Kingdom of Saudi Arabia, T:+966 11874 7106, F:+966 11 406 0049, www.alahlicapital.com 

Research Disclosures  

Third Party Research 

This research is prepared by SNB Capital, with headquarters in Riyadh, Saudi Arabia. SNB Capital is authorized to engage in securities activities according 
to its domestic legislation. This research is not a product of Tellimer Markets, Inc., a U.S. registered broker-dealer. SNB Capital has sole control over the 
contents of this research report. Tellimer Markets, Inc. does not exercise any control over the contents of, or the views expressed in, research reports 
prepared by SNB Capital. 

SNB Capital is not registered as a broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports 
and the independence of research analysts.  This research report is provided for distribution to “major U.S. institutional investors” and other “U.S. institutional 
investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange 
Act”). 

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on the information 
provided in this research report should do so only through Tellimer Markets, Inc., located at 27th Floor, 575 Fifth Avenue, New York, NY 10017. A 
representative of Tellimer Markets, Inc. is contactable on +1 (212) 551 3480.  Tellimer Markets, Inc. accepts responsibility for the contents of this research 
report, subject to the terms set out below, to the extent that it is delivered to a U.S. person including major U.S. institutional investors. 



SAUDI BANKING SECTOR SNB CAPITAL 

JANUARY 2023 

 

 19 

None of the materials provided in this report may be used, reproduced, or transmitted, in any form or by any means, electronic or mechanical, including 
recording or the use of any information storage and retrieval system, without written permission from Tellimer and SNB Capital. 

SNB Capital is the employer of the research analyst(s) responsible for the content of this report and research analysts preparing this report are resident 
outside the U.S. and are not associated persons of any U.S. regulated broker-dealer.  The analyst whose name appears in this research report is not 
registered or qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA”) and may not be an associated person of Tellimer 
Markets, Inc. and, therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject company, public 
appearances and trading securities held by a research analyst account. 

Tellimer Markets, Inc. or its affiliates has not managed or co-managed a public offering of securities for the subject company in the past 12 months, has not 
received compensation for investment banking services from the subject company in the past 12 months, and does not expect to receive or intend to seek 
compensation for investment banking services from the subject company in the next three months. Tellimer Markets, Inc. has never owned any class of 
equity securities of the subject company. There are no other actual, or potential, material conflicts of interest of Tellimer Markets, Inc. at the time of the 
publication of this report. As of the publication of this report, Tellimer Markets, Inc. does not make a market in the subject securities. 

About Tellimer 

Tellimer is a registered trade mark of Exotix Partners LLP. Exotix Partners LLP and its subsidiaries ("Tellimer") provide specialist investment banking 
services to trading professionals in the wholesale markets. Tellimer draws together liquidity and matches buyers and sellers so that deals can be executed 
by its customers. Tellimer may at any time, hold a trading position in the securities and financial instruments discussed in this report. Tellimer has procedures 
in place to identify and manage any potential conflicts of interests that arise in connection with its research. A copy of Tellimer’s conflict of interest policy is 
available at www.tellimer.com/regulatory-information . 

Distribution 

This report is not intended for distribution to the public and may not be reproduced, redistributed or published, in whole or in part, for any purpose without 
the written permission of Tellimer. Tellimer shall accept no liability whatsoever for the actions of third parties in this respect.  This report is for distribution 
only under such circumstances as may be permitted by applicable law. 

This report may not be used to create any financial instruments or products or any indices. Neither Tellimer and SNB Capital, nor its members, directors, 
representatives, or employees accept any liability for any direct or consequential loss or damage arising out of the use of all or any part of the information 
herein. 

United Kingdom: Distributed by Exotix Partners LLP only to Eligible Counterparties or Professional Clients (as defined in the FCA Handbook). The 
information herein does not apply to, and should not be relied upon by, Retail Clients (as defined in the FCA Handbook); neither the FCA’s protection rules 
nor compensation scheme may be applied. 

UAE: Distributed in the Dubai International Financial Centre by Exotix Partners LLP (Dubai) which is regulated by the Dubai Financial Services Authority 
(“DFSA”). Material is intended only for persons who meet the criteria for Professional Clients under the Rules of the DFSA and no other person should act 
upon it. 

Other distribution: The distribution of this report in other jurisdictions may be restricted by law and persons into whose possession this document comes 
should inform themselves about, and observe, any such restriction. 

Disclaimers 

Tellimer and/or its members, directors or employees may have interests, or long or short positions, and may at any time make purchases or sales as a 
principal or agent of the securities referred to herein. Tellimer may rely on information barriers, such as “Chinese Walls” to control the flow of information 
within the areas, units, divisions, groups of Tellimer.  

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this report may present certain risks. The securities of 
non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-
U.S. securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory 
requirements comparable to those in effect within the United States. The value of any investment or income from any securities or related financial 
instruments discussed in this report denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or 
adverse effect on the value of or income from such securities or related financial instruments. 

Frontier and Emerging Market laws and regulations governing investments in securities markets may not be sufficiently developed or may be subject to 

inconsistent or arbitrary interpretation or application. Frontier and Emerging Market securities are often not issued in physical form and registration of 

ownership may not be subject to a centralised system. Registration of ownership of certain types of securities may not be subject to standardised procedures 

and may even be effected on an ad hoc basis. The value of investments in Frontier and Emerging Market securities may also be affected by fluctuations in 

available currency rates and exchange control regulations. Not all of these or other risks associated with the relevant company, market or instrument which 

are the subject matter of the report are necessarily considered. 
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