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Key ratios 2017 2018 2019E 2020E 2021E
GWP(mn) 7,733 8,567 9,088 9,547 10,030
Net earned premiums (mn) 7,672 8,150 8,810 9,278 9,748
Expense ratio 15.9% 16.3% 16.5% 16.5% 16.5%
Loss ratio 83% 82% 81% 81% 81%
Combined ratio 99.2% 98.0% 98.0% 97.7% 97.2%
Net margin 7.2% 7.0% 7.1% 7.2% 7.2%
Return on Average Assets 6.9% 6.6% 6.6% 6.6% 6.5%
Return on Average Equity 25.3% 23.5% 22.9% 22.1% 21.6%
EPS 4.6 4.8 52 55 5.9
DPS 2.0 2.8 33 3.8 4.0
BVPS 19.3 215 239 26.2 28.3

Source: Company data, Al Rajhi Capital
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2018A 2019E 2020E 2021E 2022E 2023E
Income Statement
Gross premiums written(mn) 8,567 9,088 9,547 10,030 10,486 10,856
Net premiums earned 8,150 8,810 9,278 9,748 10,210 10,611
Gross claims paid (6,709) (7,225) (7,590) (7,924) (8,253) (8,522)
Total Underwriting Cost& Expenses (6,986) (7,534) (7,926) (8,319) (8,704) (9,037)
Net Underwriting result 1,164 1,277 1,352 1,429 1,506 1,574
Total Other Operating Expenses (590) (652) (687) (723) (756) (781)
Net Incom 574 624 665 707 750 793
EPS 4.8 5.2 5.5 5.9 6.3 6.6
DPS 2.8 33 3.8 4.0 4.3 4.8
Balance sheet
Total Assets 8,272 8,922 9,498 10,189 10,936 11,688
Total Liabilities 5,706 6,062 6,363 6,797 7,274 7,743
Equity 2,574 2,868 3,144 3,400 3,671 3,954
Cash Flow
Cash from Operation Activities 972 926 859 1,004 1,073 1,088
Cash Flow From Investing Activities (760) (278) (291) (304) (317) (332)
Cash Flow From Financing Activities ~ (151) (330) (390) (450) (480) (510)
Growth YoY in percentage terms
Gross written premiums 10.0% 6.1% 5.1% 5.1% 4.5% 3.5%
Net premiums earned 6.0% 8.1% 5.3% 5.1% 4.7% 3.9%
Net underwriting result 7.2% 9.7% 5.9% 5.7% 5.4% 4.5%
Total Other Operating Expenses 10.4% 10.6% 5.2% 5.2% 4.6% 3.3%
EPS 4.0% 8.7% 6.6% 6.2% 6.2% 5.7%

Source: Company data, Al Rajhi Capital
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2017 2018 2019E 2020E 2021E 2022E 2023E
Net income 483 519 565 612 638 676 717
Equity charge 188 216 239 267 292 316 341
Residual income 295 303 326 345 346 360 375
PV of FCFE 306 297 212 259 247
Aggregate of PV of residual income 1,381
Add: Current Book Value 2,574
Terminal Value 8,223
Add: Discounted Terminal Value 7,651
Equity value 11,606
Shares outstanding(000's) 120
Share Price 96.7
CMP 89.9
Upside 8%
CoE calculation:
Risk Free Rate 2.5%
Beta 1.03
Market Risk Premium 5.4%
Country risk premium 1.2%
Cost of Equity 9.3%
Terminal Growth Rate 3.1%
Source: Company data, Al Rajhi Capital
M‘Hﬂ\w‘}s&! Ciaghual) pdl 18 JSad
Relative Valuation PB Target Price Weight
BVPS 251 T:rzzepr;za i 53 0
Fair Value (SAR) 82.7 96.7 cMP 89.9
Relative Valuation share price (average) 89.7 Upside 3.5%

Source: Company data, Al Rajhi Capital

Source: Company data, Al Rajhi Capital
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