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Saudi Nation Bank

SAMBA acquisition is yielding positive results

2Q22 net profit higher than our estimate

Saudi National Bank's ("SNB”, “"The Bank”) net profit rose signifi-
cantly 116.8% to SAR 4,589 Mn in 2Q22. Since the SAMBA acquisi-
tion was completed in 2Q21 hence SNB 2Q22 financial is not exact-
ly comparable with 2Q21 financials. In order to make the compari-
son easier between the two periods proforma financial is calculated.
SNB reported a net profit of SAR 3,403 Mn in 2Q21 after adjusting
LD2 ECL provision net of zakat expenses of SAR 1,301 Mn. Its net
profit grew 34.9% YOY to SAR 4,589 Mn based on proforma finan-
cials, marginally higher than our estimate of SAR 4,402 Mn. The
increase in net profit was primarily due to an increase in funded
income and a decline in operating expenses partially offset by a de-
cline in non-funded income.

P&L Highlights

SNB’s net funded income rose 17.7% YQOY to SAR 6,806 Mn in
2Q22. It was mainly driven by 22.8% increase in funded income to
SAR 8,227 Mn in 2Q22 primarily due to solid growth in net advance
as well as revenue synergies arising out of recent merger with
Samba Financial Group. Similarly, funded expenses rose signifi-
cantly 55.2% YOY to SAR 1,421 Mn in 2Q22 due to increase in
benchmark rates. Non-funded income stood at SAR 1,567 Mn in
2Q22, mainly due to higher income from fee and commission in-
come from banking services, partially offset by decline in invest-
ment income. Thus, net operating income rose 11.6% YOY to SAR
8,373 in 2Q22. Furthermore, operating expenses decline 22.1%
YOY to SAR 2,088 Mn in 2Q22, primarily driven by decline in amor-
tization of intangible assets, lower rent and premises-related cost
and other G&A expenses due to cost synergies arising out of the
merger. Impairment charges declined marginally 59.4% YOY to
SAR 978 Mn in 2Q22, compared to proforma impairment charges of
1,033 Mn in 2Q22. SNB recorded LD2 ECL provision of SAR 1,301
Mn net of zakat in 2Q21. Zakat expense rose 161.3% YOY to SAR
718 Mn in 2Q22 due to higher profit before tax.

Balance Sheet Highlights

Net Advance continued to record solid growth of 4.5% QOQ to SAR
536 Bn in 2Q22. While Deposits declined 2.0% QOQ to SAR 593 Bn
in 2Q22. Therefore, total assets rose 4.0% QOQ to SAR 958 Bn.
Total equity declined 2.5% YQOY to SAR 161 Bn.

Target Price and Rating

We maintain our BUY rating on SNB with a revised target price of
SAR 83.00. The Bank share price rose 3.6% since our last rating.
SNB is expected to benefit from rising interest rate scenario due to
a positive commission rate gap i.e., the Bank’s balance sheet is
positively geared in a rising interest rate scenario benefitting NIMs.
Due to recent merger with Samba Financial Group, SNB is expected
to enjoy revenue as well as cost synergies. It is expected to realize
cost synergy of SAR 800 Mn and SAR 1,200 Mn by 2022 and 2023
respectively. SNB realized cost synergies worth SAR 720 Mn in
1Q2. The Bank’s NPL excluding purchase or originated credit im-
paired (POCI) stood at 1.6% in 1Q22, with a healthy coverage ratio
of 138.0%. The bank’s stage 2 loans stood at 3.6% of total loan in
4Q21 which is the lowest among the peer group. SNB’s net advanc-
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Financial Ratios

Dividend Yield (12m) 2.79
Dividend Pay-out (%) 33.08
Price-Earnings Ratio (x) 20.67
Price-to-Book Ratio (x) 2.14
Book Value (SAR) 33.53
Return-on Equity (%) 10.61
Earning Per Share (SAR) 3.47
Beta 1.10

Stock Performance

5 Days 3.31%
1 Months 8.80%
3 Months -9.24%
6 Months -1.65%
1 Year 28.49%
Month to Date (MTD) 2.87%
Quarter to Date (QTD) 8.80%
Year to Date (YTD) 11.34%
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es recorded solid growth of 4.0% QOQ to SAR 536 Bn in 2Q22. As per 1Q22, the loan book comprises of
52.8 % retail loan and 41.7 % corporate loans allowing to reprice its assets with little or some delay.
Saudi National bank witnessed healthy growth in CASA leading to funding mix optimizations. CASA stood
at SAR 477 billion which grew 4.81% QOQ contributing to 78.8% of total customer deposits in 1Q22. Due
to the aforementioned factors, we assign a BUY rating on the stock.

SNB- Relative Valuation

(at CMP) 2018 2019 2020 2021 2022F
P/E 22.99 19.29 19.29 23.76 17.73
P/B 3.90 3.67 3.07 2.00 1.92
Dividend yield 3.0% 3.2% 1.1% 2.2% 3.0%

FABS Estimates & Co Data

SNB- P&L

SAR mm 2Q21 1Q22 2Q22 2Q22E Var. YOYCh QOQCh 2021 2022F Ch
Commission income 6,698 6,918 8,227 7,185 14.5% 22.8% 18.9% 25,181 29,846 18.5%
Commission expense 915 833 1,421 973 46.1% 55.2% 70.6% 3,060 4,143 35.4%
Net funded income 5,783 6,085 6,806 6,212 9.6% 17.7% 11.8% 22,120 25,703 16.2%
Non-funded income 1,719 1,980 1,567 1,875 -16.4% -8.8% -20.9% 6,342 7,676 21.0%
Operating income 7,501 8,065 8,373 8,087 3.5% 11.6% 3.8% 28,462 33,378 17.3%

Total operating Ex- 2,679 2,425 2,088 2,487 -16.0% -22.1% -13.9% 9,864 10,057 2.0%

penses

Pre-provision profit 4,822 5,543 6,285 5,550 13.2% 30.3% 13.4% 18,365 23,075 25.7%
Impairment charge for . _
financing losses, net 2,408 385 978 527 85.5% 5.3% 154.1% 3,927 2,654 32.4%
PBT 2,414 5,158 5,307 5,023 5.7% 40.1% 2.9% 14,438 20,421 41.4%
Zakat 275 592 718 577 24.5% 97.4% 21.2% 1,653 2,345 41.8%
Profit after tax 2,140 4,566 4,589 4,446 3.2% 34.9% 0.5% 12,784 18,076 41.4%
Non controlling interest 22 64 44 44 0.0% 97.7% -30.8% 116 199 71.9%

Net profit attributable

FABS estimate & Co Data

SNB - KPI

2Q21 1Q22 2Q22 YOY Cch QOQ Ch 2021 2022F Ch
Net FI/0I 77.1%  75.5%  81.3% 420 583 77.7% 77.0% 71
Cost to income 35.7%  30.1% 24.9% -1,078 -513 34.7% 30.1% -453
Impairment/PPP 49.9% 6.9% 15.6% -3,437 862 21.4% 11.5% -988
NP/OI 28.2%  55.8% 54.8% 2,658 -101 44.5% 53.6% 905
ROE 15.0%  11.7% 10.9% -402 -73 11.6% 11.8% 25
ROA 2.2% 1.9% 2.3% 13 44 1.4% 1.8% 44

FABS estimate & Co Data
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SNB- Key BS Items

Saudi National Bank-2Q22

SAR mm 2Q21 3Q21 4Q21 1Q22 2Q22 YOY Ch
Net advances 5,03,157 5,03,696 4,95,898 5,12,898 5,36,189 6.6%
QOQ Change 41.1% 0.1% -1.5% 3.4% 4.5%

Total Assets 8,96,421 9,02,720 9,14,150 9,21,565 9,58,473 6.9%
QOQ Change 49.5% 0.7% 1.3% 0.8% 4.0%

Customer deposits 5,88,135 5,89,190 5,86,944 6,04,963 5,93,011 0.8%
QOQ Change 40.2% 0.2% -0.4% 3.1% -2.0%

Total Equity 1,60,300 1,60,522 1,62,770 1,65,143 1,60,988 0.4%
QOQ Change 90.4% 0.1% 1.4% 1.5% -2.5%

FABS estimate & Co Data
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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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