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Ajman Bank
Decline in Impairments and Funded expenses support profits

1Q21 profit higher than our estimate

Ajman bank reported a significant increase in Net profit to AED31
mm in 1Q21 from AED5 mm in 1Q20, beating our estimate of
AED27 mm. This is mainly attributed to a decline in both Impair-
ment charges and Funded expenses.

P&L highlights

Funded income declined by 21.6% YOY to AED182 mm in 1Q21
from AED232 mm in 1Q20. Funded expenses declined by 57.8%
YOY to AED60 mm in 1Q21 from AED141 mm in 1Q20. Result-
antly, the Net funded income rose by 34.5% YQY to AED122 mm
from AED91 mm in 1Q20. Fees and Commissions declined by
29.5% YOY to AED26 mm in 1Q21 from AED37 mm in 1Q20.
Trading income declined by 31.6% YOY to AED20 mm in 1Q21
from AED29 mm in 1Q20. Total Operating income rose by 3.8%
YOY to AED166 mm from AED160 mm in 1Q20. Total operating
expenses declined slightly by 0.5% YOY to AED76.8 mm from
AED77.2 mm in 1Q20. Impairment charges have declined by
25.7% YQOY to AED58 mm in 1Q21 from AED78 mm in 1Q20,
supporting the profit. The bank’s Cost to Income ratio declined to
46.2% in 1Q21 from 48.2% in 1Q20, which is a positive attrib-
ute.

Balance sheet highlights

The Bank’s Net Advances declined by 3.7% YOY to AED16.9 bn in
1Q21 from AED17.6 bn in 1Q20. whereas the Customer Deposits
dropped by 6.6% YOY to AED13.8 bn in 1Q21 from AED14.8 in
1Q20. Therefore, the ADR ratio rose by 361 bps to 122.2% in
1Q21 from 118.6% in 1Q20. Total assets have dropped by 5.5%
YOY to AED21.9 bn in 1Q21, while the Total Equity rose by 6.5%
YOY to AED2.5 bn in 1Q21 compared to AED2.3 bn in 1Q20.

Target price and rating

We maintain our HOLD rating on AJMANBAN with a target price
of AED0.78. Ajman Bank’s Net Profit improved tremendously by
5.7x to AED31 mm in 1Q21, as compared to AED5 mm. The Net
Profit increased despite a 21.6% YOY decrease in Funded Income
to AED182 mm in 1Q21, from AED232 mm in 1Q20. However,
the growth in Net Profit was supported by 57.8% YOY decrease
in Funded Expenses to AED60 mm in 1Q21, down from AED141
mm in 1Q20. The Bank’s NIM has slightly decreased to 2.9% in
1Q21 from 3.5% in 1Q20 while NIS remained decreased as well
to 3.0%. Furthermore, ADR level increased from 118.6% in 1Q20
to 122.2% in 1Q21 while both loans and deposits decreased in
first quarter 2021 on a year-on-year comparison by 3.7% and
6.6% respectively. The bank’s Net Debt to Equity ratio stood at
7.75x in 1Q21 as compared to 8.86x in 1Q20; this number indi-
cates that the bank is still highly leveraged despite the withessed
decrease on a year-on-year basis. Based on the above, we main-
tain our HOLD rating on the stock.
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Recommendation

Current Price (06-May ) 0.72
Target Price 0.78
Upside/(Downside) (%) 8.3%

Stock Information

Market Cap (mm) 1,512.00
Paid Up Capital (mm) 2,100.00
52 Week High 0.83
52 Week Low 0.54
3M Avg. daily value (AED) 183,965
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Financial Ratios

Dividend Yield (12m) NA

Dividend Pay-out (%) 0.00
Price-Earnings Ratio (x) 19.34
Price-to-Book Ratio (x) 0.60
Book Value (AED) 1.20
Return-on Equity (%) 3.24
Earning Per Share (AED) 0.04
Beta 0.89

Stock Performance

5 Days 1.69%
1 Months 1.12%
3 Months -4.13%
6 Months 1.55%
1 Year 20.60%
Month to Date (MTD) 1.69%
Quarter to Date (QTD) -2.70%
Year to Date (YTD) -7.69%
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AJMANBANK - Relative Valuation

UAE Equity Research: AJMANBANK - 1Q21

(at CMP) 2017 2018 2019 2020 2021E

P/E (x) 9.35 7.42 18.46 28.80 8.00

P/B (x) 0.57 0.62 0.60 0.60 0.56
Dividend yield 4.9% 4.9% 0.0% 0.0% 0.0%
FABS estimate & Company data

Ajman Bank-P&L

AED mm 1Q20 4Q20 1Q21 1Q21F Var. YOY Ch. QOQ Ch. 2020 2021F YOY Ch.
Funded income 232 222 182 227 -19.7% -21.6% -18.1% 879 934 6.2%
Funded expenses -141 -72 -60 -100 -40.3% -57.8% -17.5% -435 -411 -5.5%
Net funded income 91 150 122 127 -3.5% 34.5% -18.3% 444 523 17.7%
Fees and commissions 37 6 26 11 NM -29.5% NM 49 50 2.1%
Trading income 29 28 20 29 -30.5% -31.6% -29.1% 109 118 8.5%
Share of result of associate 3 7 -2 7 NM NM NM 13 27 NM
Total non-funded income 69 41 44 47 -5.9% -36.5% 8.4% 170 196 14.8%
Total operating income 160 191 166 174 -4.1% 3.8% =-12.7% 615 719 16.9%
Operating expenses -77.2 -53 -76.8 -66 16.5% -0.5% 46.0% -261 -258 -1.1%
Pre provision profit 83 138 90 108 -16.8% 7.9% -35.0% 353 460 30.3%
Impairment -78 -140 -58 -81 -27.9% -25.7% -58.5% -300 -278 -7.4%

FABS estimate & Co data

Ajman Bank P&L- KPI

AED mm 1Q20 4Q20 1Q21 YoY ch QOQ ch 2020 2021F YOY ch
Net FI/OI 56.8% 78.7% 73.6% 1679 -512 72.3% 72.8% 50
NIM 3.5% 2.8% 2.9% -61 11 2.9% 3.4% 51
Fees & comms/Ol 23.4% 3.1% 7.9% -1542 487 7.9% 6.9% -100
Trading/OI 18.2% 14.8% 12.0% -622 -278 17.7% 16.5% -127
Cost to income 48.2% 27.6% 46.2% -202 1854 42.5% 35.9% -656
Impairment/PPP 94.5% 101.8% 65.0% -2942 -3675 84.9% 60.3% -2457
NP/OI 2.9% -1.3% 18.8% 1596 2012 8.7% 25.4% 1673
ROAE 0.2% -0.1% 1.3% 110 138 2.1% 7.0% 491
ROAA 0.0% 0.0% 0.1% 12 15 0.2% 0.8% 60
FABS estimate & Co data

Ajman Bank BS key items

AED mm 1Q20 2Q20 3Q20 4Q20 1Q21 YOY Ch.
Net advances 17,641 17,763 17,231 16,961 16,982 -3.7%
QOQ change 3.1% 0.7% -3.0% -1.6% 0.1%
Total assets 23,242 23,554 22,611 21,507 21,967 -5.5%
QOQ change -1.6% 1.3% -4.0% -4.9% 2.1%

Customer deposits 14,874 14,775 14,477 14,226 13,895 -6.6%
QOQ change -0.3% -0.7% -2.0% -1.7% -2.3%

Total equity 2,358 2,489 2,515 2,503 2,511 6.5%
QOQ change -6.1% 5.6% 1.0% -0.5% 0.4%

FABS estimate & Co data
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Research Rating Methodology:

Rating Upside/Downside potential
BUY Higher than +15%
ACCUMULATE Above +10% to +15%

HOLD Between +10% to -5%
REDUCE Below -5% to -15%

SELL Lower than -15%

FAB Securities Contacts:

Research Analysts

Ahmad Banihani +971-2-6161629 ahmad.banihani@Bankfab.com
Shiv Prakash +971-2-6161628 shiv.prakash@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 Commodi-
ties Authority, licensing registration number 604002, and is a member of the Abu Dhabi Securities Exchange and
Dubai Financial Market. The information, opinions and materials contained in this report are provided for infor-
mation purposes only and are not to be used, construed, or considered as an offer or the solicitation of an offer or
recommendation to sell or to buy or to subscribe for any investment security or other financial instrument. The
information, opinions and material in this report have been obtained and derived from publicly available infor-
mation and other sources considered reliable without being independently verified for their accuracy or complete-
ness. FABS gives no representation or warranty, express or implied, as to the accuracy and completeness of in-
formation 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 recipi-
ent and FABS accepts no liability for any such loss or consequence. 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 con-
sent 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 docu-
ment, the recipient agrees he/she has read the above disclaimer and to be bound by the foregoing limitations/
restrictions.
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BEST BROKERAGE HOUSE

Best Brokerage House
in UAE 2016 & 2017
by “Banker Middle East”
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BEST RESEARCH HOUSE
-~ SECURITIES

Best Brokerage House in UAE
2016, 2017, 2019 and 2020
by “IFA”

Best Brokerage in the UAE
2016 By “Global Investor/
ISF ME Awards”

BEST NEW MOBILE APPLICATION
UAE

AWARDS
2016

BEST EQUITY FINANCE COMPANY
UAE

AWARDS
2016

Best Research House
in UAE 2016 and 2020
by “IFA”

Best New Mobile Application
in UAE 2016
by “IFA”

Best Equity Finance Company
in UAE 2016
by “IFA”
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