KAMCO

INVEST

Investment
Strategy &
Research

Saudi Banking Sector Update

Q1-2026 Update Sector- Banks

The Saudi banking sector’s net profit grew 7.6% year-on-year (y-o-y) in Q1-2026 to
SAR 23.9 Bn, driven by a 7.7% increase in yield income and a 27.3% decline in
provisions. Non-funded income declined 4.1% y-o-y, marking its first contraction in
the past four years. Sector earnings came in 3.3% above consensus estimates,
with eight out of ten listed banks reporting earnings ahead of expectations. Pre-
provision profit for the sector increased 4.9% y-o-y during the quarter, while
earnings after Tier-1 sukuk costs rose 6.0% y-o-y.

Net loans and advances grew by 7.7% y-o-y, falling into single digit after more than
6 years. Overall, monthly run rate for mortgages stood at SAR 5.2 Bn in Q1-2026,
down 43.3% y-o-y, compared to SAR 9.3 Bn in Q1 2025. Bank wise, ALBILAD and
ALINMA led the sector posting loan growth of 15.5% y-o-y and 13.8% y-o-y,
respectively in Q1-2026. On the other hand, SNB and ALRAJHI recorded the
smallest loan growths of 3.7% y-o-y and 4.3% y-o0-y, respectively.

Total deposits for the sector were up 9.7% y-o-y (up 3.9% on a sequential basis) to
SAR 3,062 Bn. Demand deposit share in total deposits declined by 282 bps y-o-y
(up 30 bps g-0-q) to 49.3%. Normal Loan-to-deposit (LDR) ratio decreased by 64
bps y-0-y (down 269 bps g-0-q) to reach 110.0%, as deposit growth surpassed loan
growth leading to an improvement in liquidity. Regulatory LDR saw a decrease of
288 bps y-0-y (-53 bps g-0-q), as it reached 79.8% in Q1-2026.

Gross NPL ratio of the sector improved by 18 bps y-0-y to 1.05% in Q1-2026, while
coverage stood at a healthy 137.3% (up 10.37ppts Y/Y). Cost of risk (CoR)
decreased by 9 bps y-0-y (-25 bps g-0-q) to 18 bps in Q1-FY26. Amongst listed
banks, ALRAJHI retained its top position on asset quality front, with NPL ratio of
0.78% (up 3 bps Y/Y), while SAB despite undergoing a sizable NPL improvement
(down 17 bps Y/Y) had the industry’s highest NPL ratio of 2.45% in Q1-2026. SAB
and SNB have the lowest coverage of 101% and 111% respectively.

The sector experienced a 28 bps y-o-y (148 bps g-0-q) increase in the cost to
income ratio to 30.1% in Q1-2026, as operating income increased by 5.0% y-o0-y,
while operating expenses increased by 6.0% y-o-y. Operating income growth was
driven by 7.7% y-o0-y increase in net interest income, despite a 4.1% y-o-y decline
in non-yield income. Cost of risk decreased by 9 bps y-o0-y (-25 bps g-0-q) to 18 bps
in Q1-2026. The sector experienced a 28 bps y-0-y (148 bps Q/Q) increase in the
cost to income ratio to 30.1% in Q1-2026.

The Fed held its benchmark rate steady at 3.5-3.75% in its April meeting,
maintaining a cautious and data-dependent stance. The decision reflects continued
resilience in the U.S. economy, supported by solid economic growth, a healthy labor
market, and resilient consumer spending. However, inflation remains above the
Fed’s target, particularly in core services, limiting the scope for near-term rate cuts.
Additionally, heightened geopolitical uncertainty, especially related to
developments in the Middle East and their potential impact on energy prices and
global trade flows, has reinforced the Committee’s wait-and-watch approach.

SAMA kept its repo rate steady at 4.25% in April 2026. This rate freeze locks in the
high asset yields boosting the sector's net interest income.

We believe most banks remain cautious on the near-term loan pipeline and
continue to assess the implications of the ongoing geopolitical situation on credit
demand and business activity. Management teams at Al Rajhi Bank and Saudi
National Bank indicated that a clearer assessment is likely to emerge post-H1 2026,
when visibility on economic activity and lending momentum is expected to improve.
That said, management commentary remains constructive on a potential recovery
in credit growth during H2 2026.
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Saudi National Bank Outperform

Q1-2026 Update

Sector- Banks

Saudi National Bank reported a solid Q1-2026 performance, with net income
increasing 7% y-o-y to SAR 6.4 Bn, supported by a 3% y-o-y rise in NSCI, while
total operating income grew marginally by 0.4% y-o-y to SAR 9.7 Bn. NSCI margins
declined 20 bps YoY to 2.85% due to lower benchmark rates impacting asset yields.

Operating expenses increased 3% YoY, leading to a cost-to-income ratio of 26.9%,
while impairments stood at SAR 578mn, reflecting continued strong credit quality.
On the balance sheet front, customer deposits grew 5% YTD to SAR 665 Bn and
CASA ratio remaining healthy at 71.5%.

Our take

SNB’s Q1-2026 results reflect a gradual repositioning of the balance sheet rather
than aggressive growth. The bank’s 9% YTD SME expansion alongside a slight
contraction in the corporate book suggests a strategic focus toward higher-yielding
SME lending, a trend also visible across the sector with peers increasingly
prioritizing SME exposure.

On margins, SNB'’s relatively stable NIM performance contrasts with the sharper
expansion seen at Al Rajhi Bank, largely due to differences in loan mix and repricing
dynamics. Corporate loan book repricing is expected to take place as the
management highlighted. Meanwhile, fee income remained soft, impacted by
weaker trade finance activity, with management expecting a more meaningful
contribution from SME-related fees over time. We have applied a 20% premium to
SNB to reflect its unparalleled CASA funding moat and its status as the primary
sovereign-aligned vehicle for Vision 2030 mega-projects.

Funding quality improved during the quarter, with customer deposits growing and
reliance on interbank funding declining. However, CASA trends remain an area to
watch as competition for deposits persists across the sector. On asset quality,
management indicated that the lower provisioning charge this quarter was
supported by recoveries and may not fully reflect a normalized run rate.

Key developments to monitor going forward

Management’s guidance on the loan pipeline, as this will determine whether SME
growth is scaling fast enough to offset continued weakness in the corporate book
and support a broader re-acceleration in financing growth during H2 2026.

The corporate loan book will be important to monitor to determine whether the
recent softness reflects deliberate de-risking, weaker demand due to higher
benchmark rates, or a temporary slowdown linked to repricing dynamics. If Vision
2030 project activity accelerates in H2 2026, SNB should be well positioned to
benefit from increased project finance activity.

System liquidity remains a key metric to watch out as industry LDR has improved
and loan growth is no longer outpacing deposit growth as aggressively as before.
If this trend continues, it relieves pressure on time deposit pricing across the sector
and could allow SNB to stabilize or improve its deposit mix without sacrificing cost
of funds.
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Stock Data

Bloomberg Ticker SNB:AB
Last Price (SAR) 38.56
MCap (SAR Mn) 231,360
MCap (USD Mn) 61,657
Stock Performance - YTD 1.3%
P/TB — FY-2026E (x) 1.5
P/E — FY-2026E (x) 9.6
Dividend Yield — FY-2025 (%) 5.6
52-Week Range (SAR) 33.3/45.24

Source: Kamco Invest Research, Refinitiv

Key Financials - SAR Mn Q12026 Q42025 % Q-0-Q Q12025 % Y-o-Y

Operating income 9,650 9,927 -3% 9,612 0% . .

Fee Income 2154 2421 1% 2,360 9% L] T

Net Income 6,427 6,407 0% 5,984 7% Head of Investment Strategy and
EPS 1.04 1.05 -1% 0.96 8% Research

Loans and advances 732,658 729,311 0% 706,430 4% +(965) 2233 6912

Customer deposits 665,462 636,094 5% 626,394 6% . . .

NSCI margin (%) 285 285  (0bps) 305 (20bps)  |Jansari@kamcoinvest.com
Cost-to-income ratio 26.9% 17.0% 990 bps  26.2% 70 bps

Source: Kamco Invest Research, SNB
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Riyad Bank Outperform
Q1-2026 Update Sector- Banks CMP 20-May-2026: SAR 20.34
Riyad Bank reported a resilient Q1-2026 performance, with net income rising 5.1% Target Price: SAR 24.24
y-o0-y to SAR 2.6 Bn, supported by a 2.5% y-0-y increase in total operating income
and a sharp 23.9% decline in impairment charges. Revenue growth was driven by Upside: 19.2%

a3.1% YoY increase in net special commission income. On the balance sheet side,

total assets expanded 3.4% YTD to SAR 537 Bn, supported by strong 9.2% growth

in investments and modest 1% loan growth. Funding remained healthy, with 230 14.0
customer deposits increasing 6.3% YTD. 220 12.0
10.0
Our Take 21.0 8.0
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Riyad Bank's Q1-2026 results reflect a deliberate pivot from volume-driven lending 19.0 ‘21:8
toward capital-efficient, return-optimized growth. The bank's intentional moderation L e UL
in loan growth (1%) alongside a 9% expansion in its investment portfolio signals a TETHa2TRERYLTY
high-conviction "quality over quantity" strategy. The MSME segment remains a core =57<eCzasub=<2
differentiator, with the bank's 25% market share and a notably low SME NPL ratio Volume (Mn) Price (SAR)
of 1.1% underpinned by its dominant position in the Kafala program.
On margins, the NIM compression was largely attributable to the fixed cost drag -
from recently issued debt instruments, which created a temporary mismatch Price Perf: M SM 12M
between funding costs and asset repricing. Fee income held broadly stable at SAR Abso'.Ute 6.3% 2.5%  -4.0%
Relative -2.9% -2.8%  -3.8%

1.2 billion despite headwinds from the new regulations, lower cross-border card
activity, and reduced loan processing fees. Funding quality remains a key watch
point, as SAR 22 Bn of temporary deposits boosted reported liquidity ratios.

Source: Kamco Invest Research, Argaam

Adjusting for these inflows, the underlying funding position appears tighter, while Stock Data =
CASA sustainability remains challenged amid ongoing deposit competition Bloomberg Ticker RIBL AB
y 9 going dep P : Last Price (SAR) 20.34
We have applied a 15% discount to Riyad Bank's valuation due to concerns around MIEEID (AR ISn) ilZleld
. : . MCap (USD Mn) 21,682
execution and funding pressure. Q1-2026 loan growth came in well below Stock Performance - YTD 1.7%
- =1. (1]
expectations, raising the risk that full-year loan guidance may not be achieved. In P/B — FY-2026E (x) 10
addition, the bank’s increasing focus on MSME lending could result in higher NPL P/E — FY-2026E (x) 6.0
risk over time. Dividend Yield — FY-2025 (%) 6.9
52-Week Range (SAR) 18.97/22.41

We also remain cautious on funding costs, as Riyad Bank continued to lag peers
on CASA growth despite improved system liquidity, which could keep cost of funds
elevated and continue to pressure NIMs going forward.

Source: Kamco Invest Research, Refinitiv

Key developments to monitor going forward

Management's guidance on loan pipeline execution will be critical, as the bank's
full-year "high single-digit" growth target is heavily backloaded into H2 2026. The
pace at which corporate deals currently in the pipeline convert to funded exposures
will determine whether the Q1 moderation was truly strategic or partially demand
driven.

The sustainability of the transitory deposit base and its impact on the NIB ratio
needs to be assessed on a normalized basis going into Q2. If the underlying CASA
mix softens once these flows reverse, cost of funds pressure could re-emerge and
weigh on the NIM recovery narrative that management is guiding toward for H2

2026.
Key Financials - SAR Mn Q12026 Q42025 % Q-0-Q Q12025 % Y-o0-Y
Operating income 4,614 4,664 -1% 4,504 2%
Fee Income 1,230 1,259 2% 1,221 1% Junaid Ansari
Net Income 2,614 2,641 1% 2,486 5% Head of Investment Strategy and
EPS 0.83 0.83 0% 0.79 5% Research
Loans and advances 377,047 373,305 1% 338,391 11%
Customer deposits 352,567 331,721 6% 304,092  16% +(965) 2233 6912
NSCI margin (%) 2.85 2.85 (0 bps) 3.09 (24 bps) jansari@kamcoinvest.com
Cost-to-income ratio 29.70%  29.20% 50 bps  30.60% (90 bps)

Source: Kamco Invest Research, RIBL
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Saudi Awwal Bank Outperform

Q1-2026 Update

Sector - Banks

Saudi Awwal Bank reported a steady Q1-2026 performance, with total operating
income remaining broadly flat y-o-y at SAR 3.6 Bn, supported by continued strength
across its core business lines. Net profit came in at SAR 2.1 Bn, down 2% YoY,
mainly due to higher precautionary provisions taken due to the ongoing geopolitical
uncertainty.

The bank continued to see healthy balance sheet growth, with loans increasing
10% y-o-y to SAR 307 Bn and customer deposits rising 14% y-o-y to SAR 331 Bn.

Our Take

Saudi Awwal Bank took a cautious approach in Q1-2026, which impacted short-
term earnings but does not indicate any weakness in the bank’s core business.
Management increased liquidity buffers and set aside additional precautionary
provisions for transport and logistics exposures amid geopolitical uncertainty, even
though underlying asset quality remains stable. The bank indicated these measures
were taken proactively and could be reversed depending on how market conditions
evolve over the rest of the year, reflecting SAB’s traditionally conservative corporate
banking strategy.

On margins, Saudi Awwal Bank continued to face pressure from lower interest rates
and a conscious buildup of higher-cost funding to strengthen liquidity. Management
noted that corporate loan repricing benefits are expected to come through more
meaningfully in H2 2026, while reducing the fixed-rate investment book has
improved the bank’s sensitivity to future rate hikes. Fee income also remained soft
due to regulatory changes, higher card-related program costs, and weaker cross-
border spending, although underlying non-trade fee income was broadly stable.

We have applied a 10% premium to our base valuation, as we see a significant
disconnect between current trading multiples and fundamental performance. SAB
continues to trade at a 38% discount to the industry average P/B, despite delivering
the sector’s highest loan growth CAGR. We believe this valuation floor is
unsustainable given the bank's superior asset-side momentum and market share
gains.

Key developments to monitor going forward

The pace and magnitude of corporate loan repricing will be the single most
important driver of NIM recovery in H2 2026. Management has guided that repricing
only began in Q4 2025 and that a three-to-six-month roll through the book is typical,
meaning the second quarter will provide a meaningful read on whether the margin
expansion thesis is tracking as expected or running behind schedule.

The trajectory of fee income needs close monitoring as Q2 will be the first full-
quarter impact of SAMA's consumer regulation changes. While management has
guided to a SAR 100-250 million annual headwinds, the ability to offset this through
higher retail volumes, merchant acquiring momentum, and trade fees will determine
whether the cost efficiency ratio can recover from its Q1 elevation back toward
guidance levels.

CMP 20-May-2026: SAR 34.36

Key Financials - SAR Mn Q12026 Q42025 % Q-0-Q Q12025 %Y-o-Y
Operating income 3,612 3,551 2% 14,724 -75%
Fee Income 219 267 -18% 363 -40%
Net Income 2,086 2,126 2% 8,452 -75%
EPS 0.94 1.00 -6% 0.98 -4%
Loans and advances 306,906 298,627 3% 278,836 10%
Customer deposits 331,411 323,274 3% 290,440 14%
NSCI margin (%) 2.53 2.59 (6 bps) 2.83 (30 bps)
Cost-to-income ratio 30.50%  31.90% (140 bps) 29.60% 90 bps

Target Price: SAR 38.29
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Stock Performance - YTD
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5.5%

1.1

7.8

5.9
29.9/37.92

Source: Kamco Invest Research, Refinitiv
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Disclaimer & Important Disclosures

Kamco Invest is authorized and fully regulated by the Capital Markets Authority ("CMA, Kuwait") and partially regulated by the Central Bank of Kuwait (“CBK”)

This document is provided for informational purposes only. Nothing contained in this document constitutes investment, an offer to invest, legal, tax or other advice or guidance and should
be disregarded when considering or making investment decisions. In preparing this document, Kamco Invest did not take into account the investment objectives, financial situation and
particular needs of any particular person. Accordingly, before acting on this document, investors should independently evalua te the investments and strategies referred to herein and
make their own determination of whether it is appropriate in light of their own financial circumstances and objectives. The entire content of this document is subject to copyright with all
rights reserved. This research and the information contained herein may not be reproduced, distributed or transmitted in Kuwait or in any other jurisdiction to any other person or
incorporated in any way into another document or other material without our prior written consent.

Analyst Certification

Each of the analysts identified in this report, if any and where applicable, certifies, with respect to the sector, companies or securities that the individual analyses, that (1) the views
expressed in this report reflect his or her personal views about all of the subject companies and securities and (2) no part of his or her compensation was, is or will be directly or indirectly
dependent on the specific recommendations or views expressed in this report.

Kamco Invest Ratings

Kamco Invest research is based on the analysis of regional and country economics, industries and company fundamentals. Kamco Invest company research reflects a long-term (12-month)
target price for a company or stock. The ratings bands are:

* Outperform: Target Price represents expected returns >= 10% in the next 12 months
* Neutral: Target Price represents expected returns between -10% and +10% in the next 12 months
* Underperform: Target Price represents an expected return of <-10% in the next 12 months

In certain circumstances, ratings may differ from those implied by a fair value target using the criteria above. Kamco Invest policy is to maintain up-to-date fair value targets on the
companies under its coverage, reflecting any material changes to the analyst’s outlook on a company. Share price volatility may cause a stock to move outside the rating range implied
by Kamco Invests fair value target. Analysts may not necessarily change their ratings if this happens but are expected to disclose the rationale behind their view to Kamco Invest clients.
Any terms and conditions proposed by you which are in addition to or which conflict with this Disclaimer are expressly rejected by Kamco Invest and shall be of no force or effect. The
information contained in this document is based on current trade, statistical and other public information we consider reliable. We do not represent or warrant that such information is
fair, accurate or complete and it should not be relied upon as such. Kamco Invest has no obligation to update, modify or amend this document or to otherwise notify a recipient thereof if
any opinion, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. The publication is provided for informational uses only and is not intended for trading
purposes. The information on publications does not give rise to any legally binding obligation and/or agreement, including without limitation any obligation to update such information.
You shall be responsible for conducting your own investigation and analysis of the information contained or referred to in this document and of evaluating the merits and risks involved
in the securities forming the subject matter of this or other such document. Moreover, the provision of certain data/information in the publication may be subject to the terms and
conditions of other agreements to which Kamco Invest is a party.

Nothing in this document should be construed as a solicitation or offer, or recommendation, to acquire or dispose of any inve stment or to engage in any other transaction, or to provide
any investment advice or service. This document is directed at Professional Clients and not Retail Clients within the meaning of CMA rules. Any other persons in receipt of this document
must not rely upon or otherwise act upon it. Entities and individuals into whose possession this document comes are required to inform themselves about and observe such restrictions
and should not rely upon or otherwise act upon this document where it is unlawful to make to such person such an offer or invitation or recommendation without compliance with any
authorization, registration or other legal requirements.

Kamco Invest Investment Company (DIFC) Limited (“Kamco Invest DIFC”) is regulated by the Dubai Financial Services Authority (DFSA). Kamco Invest DIFC may only undertake the financial
services activities that fall within the scope of its existing DFSA license. This document is intended for Professional Clients or Market Counterparties only as defined by the DFSA, and no
other person should act upon it.”

This document may not be distributed in Saudi Arabia except to such persons as are permitted under the Offers of Securities Regulations issued by the Capital Market Authority. The
Capital Market Authority does not make any representation as to the accuracy or completeness of this document, and expressly disclaims any liability whatsoever for any loss arising
from, or incurred in reliance upon, any part of this document. The recipients of this document hereby should conduct their own due diligence on the accuracy of the information relating
to the contents of this document. If you do not understand the contents of this document, you should consult an authorized financial advisor.

Risk Warnings

Any prices, valuations or forecasts are indicative and are not intended to predict actual results, which may differ substantially from those reflected. The value of an investment may go up
as well as down. The value of and income from any investment may fluctuate from day to day as a result of changes in relevant economic markets (including, without limitation, foreseeable
or unforeseeable changes in interest rates, foreign exchange rates, default rates, prepayment rates, political or financial conditions, etc.).

Past performance is not indicative of future results. Any opinions, estimates, valuations or projections (target prices and ratings in particular) are inherently imprecise and a matter of
judgment. They are statements of opinion and not of fact, based on current expectations, estimates and projections, and rely on beliefs and assumptions. Actual outcomes and returns
may differ materially from what is expressed or forecasted. There are no guarantees of future performance. Certain transactions, including those involving futures, options, and other
derivatives, give rise to substantial risk and are not suitable for all investors. This document does not propose to identify or to suggest all of the risks (direct or indirect) which may be
associated with the investments and strategies referred to herein.

Confilict of Interest

Kamco Invest and its affiliates provide full investment banking services, and they and their directors, officers and employees, may take positions which conflict with the views expressed
in this document. Salespeople, traders, and other professionals of Kamco Invest may provide oral or written market commentary or trading strategies to our clients and our proprietary
trading Invests that reflect opinions that are contrary to the opinions expressed in this document. Our asset management area, our proprietary trading Invests and investing businesses
may make investment decisions that are inconsistent with the recommendations or views expressed in this document. Kamco Invest may have or seek investment banking or other business
relationships for which it will receive compensation from the companies that are the subject of this document. Facts and views presented in this document have not been revie wed by,
and may not reflect information known to, professionals in other Kamco Invest business areas, including investment banking personnel. United Gulf Bank, Bahrain owns majority of Kamco
Invest’s shareholding and this ownership may create, or may create the appearance of, conflicts of interest.

No Liability & Warranty

Kamco Invest makes neither implied nor expressed representations or warranties and, to the fullest extent permitted by applicable law, we hereby expressly disclaim any and all express,
implied and statutory representations and warranties of any kind, including, without limitation, any warranty as to accuracy, timeliness, completeness, and fitness for a particular purpose
and/or non-infringement. Kamco Invest will accept no liability in any event including (without limitation) your reliance on the information contained in this document, any negligence for
any damages or loss of any kind, including (without limitation) direct, indirect, incidental, special or consequential damages, expenses or losses arising out of, or in connection with your
use or inability to use this document, or in connection with any error, omission, defect, computer virus or system failure, or loss of any profit, goodwill or reputation, even if expressly
advised of the possibility of such loss or damages, arising out of or in connection with your use of this document. We do not exclude our duties or liabilities under binding applicable law.
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