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Abu Dhabi Islamic Bank

Strong growth in Non-funded Income & Lower Provisions supported
bottom-line

2Q21 Net profit lower than our estimate

Abu Dhabi Islamic Bank reported a Net profit of AED501 Mn in
2Q21 compared to a Net profit of AED318 Mn in 2Q20, missing
our estimate by 11.4%. The increase in Net Profit is mainly due to
reduction in Depositors’ distribution, increase in Non-Funded In-
come, in addition to lower impairment charges.

P&L highlights

The Net Funded Income stood stable with an increase by 0.1%
YOY to AED803 Mn in 2Q21. It was mainly due to 34.9% YOY de-
cline in Income from Institutions that resulted in 5% YOY decline
in Funding Income. Furthermore, the Depositors distribution de-
creased by 36.7% YOY to AED82 Mn in 2Q21. The Non-Funded
Income grew by 9.4% YOY to AED506 Mn in 2Q21, up from
AED462 Mn in 2Q20. It was positively impacted by 6.9% YOY in-
crease in Fees and Income and 11.4% increase in Other Non-
Funded Income. The increase boosted the Operating Income
which increased by 3.5% YOY to AED1,309 Mn in 2Q21. The Im-
pairments reduced significantly by 27.4% YQOY to AED233 Mn in
2Q21 as compared to AED322 Mn in 2Q20. The Net Profit im-
proved by 57.7% YOY to AED501 Mn in 2Q21, up from AED318
Mn in 2Q20.

Balance sheet highlights

The Net Customer Funding increased by 2.1% YOY to AED83.7 Bn
in 2Q21 as compared to AED81.9 Bn in 2Q20. The Total Assets
increased by 5% YOY to AED131 Bn in 2Q21, up from AED124.4
Bn in 2Q20. The Customer Deposits increased robustly by 6.6%
YQOY to AED105 Bn in 2Q21, up from AED98.6 Bn in 2Q20.

Target price and rating

We maintain our HOLD rating on ADIB with a target price of
AEDS5.65. Abu Dhabi Islamic Bank (ADIB) is a leading Islamic Bank
in the region. The Bank has demonstrated a strong rebound in its
profitability with a 57.7% YQY increase in Net Profit. The Funded
Income declined by 5% YOY to AED884 Mn in 2Q21, down from
AED931 Mn in 2Q20. It was mainly due to decline in Income from
Financial Institutions and Islamic Financing by 35% YOY and
4.5% YOQY in 2Q21. The Net Funding Income remained stable and
increased slightly by 0.1% YOY to AED803 Mn in 2Q21. It was
supported by strong decline in Depositors Distribution by 36.7%
YOY to AED82 Mn in 2Q21, down from AED129 Mn in 2Q20. The
Non-Funded Income increased by 9.4% YOY to AED506 Mn in
2Q21, up from AED462 Mn in 2Q20. The Income mainly included
higher investments that increased by 24% YOY, cards and income
from forex transactions that increased by 28% YOY in 2Q21. The
Fees and Commissions was positively impacted by Cards Income
that increased by 71% YOQOY in 2Q21. The Operating Income in-
creased by 3.5% YOY to AED1,309 Mn in 2Q21, up from
AED1,264 Mn in 2Q20. It was mainly due to the surge in Non-
Funded Income as economic scenarios improved. The Operating
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Expenses declined by 8.6% YOY to AED570 Mn in 2Q21, down from AED624 Mn in 2Q20. It was
mainly due to effective cost control strategy and benefits derived from digitalization of several oper-
ations initiated by the Bank. The Bank reduced Infrastructure, staff costs and General Administra-
tive costs and implemented plans to enhance its digital platform. The Cost to Income ratio improved
by 576 bps to 43.6% in 2Q21, down from 49.3% in 2Q20. The Impairments declined by 27.4% YOY
to AED233 Mn in 2Q21, down from AED322 Mn in 2Q20, that further supported the profitability. As
a result, the cost to risk ratio declined to 0.9%. The Impairments mainly relate the the Bank's
Wholesale Banking section, followed by Retail and Others. The Net Profit increased by 57.7% YQY to
AED501 Mn in 2Q21, up from AED318 Mn in 2Q20. The NIM and NIS both declined by 44 bps and
46 bps to 3.2% in 2Q21 due to lower Interest margins. As of 2Q21, the Bank has up to 70% digital-
ly active users and increased consistently. The NPA increased by 8.2% YOY to AED7,786 Mn in
2Q21 as compared to AED7,195 Mn in 2Q20. However, the NPA coverage ratio with collateral has
improved to 115.2%. The Digital sales declined to 41% 2Q21 as compared to 54% in 2Q20. Howev-
er, the digital program is highly ranked in UAE’s customer ratings. The digital payments have con-
sistently increased to 99.5% in 2Q21 from 99% in 2Q20. The Bank continues to maintain healthy
Balance Sheet and with a steady increase in its Average Earning Assets. The Customer Financing
has improved to AED83.7 Bn in 2Q21 as compared to AED82 Bn in 2Q20. The Customer Financing
mostly comprises of Retail segment with 54.1% composition in 2Q21, followed by 37.9% in Whole-
sale segment. The Customer Deposits grew by 6.6% YOY demonstrating strong customer loyalty.
Around 76.2% are CASA deposits in 2Q21 and 69.9% are Retail Deposits. The Bank’s Capital Ade-
quacy Ratio stood at 19.1% in 2Q21, above the minimum requirement level. The Bank currently
trades at a PB multiple of 1.2X. Based on the above, we maintain a HOLD rating.

ADIB - Relative Valuation

(At CMP) 2017 2018 2019 2020 2021E

P/E 9.45 8.74 8.81 15.30 8.31

P/B 1.72 1.56 1.41 1.41 0.98
Dividend yield 5.2% 4.9% 4.9% 3.7% 4.7%

FABS estimate & Co Data

ADIB - P&L

(AED MM) 2Q20 1Q21 2Q21 2Q21F Var YOY ch QOQ ch 2020 2021F YOY ch
Institutions 14 9 9 13 -28% -34.9% 2.3% 61 50 -18.3%
Islamic financings 916 865 875 905 -3% -4.5% 1.2% 3,766 3,604 -4.3%
Funded income 931 874 884 918 -49% -5.0% 1.2% 3,827 3,654 -4.5%
Depositors’ distribution -129 -90 -82 -92 -11% -36.7% -9.1% -502 -381 -24.1%
Net funded income 802 784 803 826 -3% 0.1% 2.4% 3,324 3,273 -1.5%
Fees and commissions 206 241 220 244 -10% 6.9% -8.9% 992 995 0.3%
Other non-funded income 257 310 286 316 -10% 11.4% -7.7% 1,042 1,277 22.6%
Non-Funded Income 462 551 506 560 -10% 9.4% -8.2% 2,034 2,272 11.7%
Operating income 1,264 1,336 1,309 1,386 -6% 3.5% -2.0% 5,358 5,545 3.5%
Operating expenses -624 -578 -570 -661 -14% -8.6% -1.4% -2,450 -2,504 2.2%
Pre-provisioning income 641 757 739 725 2% 15.3% -2.5% 2,908 3,041 4.6%
Financing impairment -322 -147 -233 -159 47% -27.4% 58.7% -1,314 -603 -54.1%
Profit before NCI 319 610 505 566 -11% 58.3% -17.2% 1,594 2,438 53.0%
NIC. & zakat -2 -3 -4 -1 344% NM 51.4% 9 -7 NM

Net profit for period

57.7%

FABS estimate & Co Data
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ADIB - P&L KPI
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AED mm 2Q20 1Q21 2Q21 YOY Ch QOQ Ch 2020 2021F Change
Net FI/OI 63.4% 58.7% 61.4% -207 262 62.0% 59.0% -302
NIM 3.6% 3.2% 3.2% -44 -3 3.3% 3.2% -13
NIS 3.7% 3.2% 3.2% -46 -3 3.4% 3.2% -14
Fees & commissions/Ol 16.3% 18.1% 16.8% 53 -127 18.5% 18.0% -57
Other non-funded/OI 20.3% 23.2% 21.8% 154 -135 19.4% 23.0% 358
Cost to income 49.3% 43.3% 43.6% -576 26 45.7% 45.2% -57
Impairment/PPP 50.2% 19.4% 31.6% -1860 1217 45.2% 19.8% -2536
NP/OI 25.1% 45.5% 38.3% 1316 -720 29.9% 43.8% 1393
ROAE 1.7% 3.2% 2.6% 89 -56 8.4% 12.2% 380
ROAA 0.3% 0.5% 0.4% 14 -9 1.3% 1.9% 62
FABS estimate & Co Data

ADIB key B/S items

(AED MM) 2Q20 3Q20 4Q20 1Q21 2Q21 YOY CH
Net customer financing 81,978 83,205 83,409 83,082 83,700 2.1%
QOQ change 3.3% 1.5% 0.2% -0.4% 0.7%

Total assets 124,418 127,116 127,816 130,694 130,608 5.0%
QOQ change 1.4% 2.2% 0.6% 2.3% -0.1%

Customer deposits 98,631 100,722 101,276 103,069 105,159 6.6%
QOQ change -0.2% 2.1% 0.6% 1.8% 2.0%

Shareholders' funds (ex Tier 1) 13,748 14,205 14,396 15,069 14,773 7.5%
QOQ change 3% 3% 1% 4.7% -2.0%

FABS estimate & Co Data
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Research Rating Methodology:

Rating Upside/Downside potential
BUY >15%

ACCUMULATE >10% to 15%

HOLD 10% to -5%

REDUCE <-5%

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
Commodities Authority, licensing registration humber 604002, and is a member of the Abu Dhabi Securi-
ties Exchange and Dubai Financial Market. The information, opinions and materials contained in this re-
port are provided for information 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 information and other sources considered reliable without
being independently verified for their accuracy or completeness. FABS gives no representation or war-
ranty, express or implied, as to the accuracy 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 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 lev-
el of volatility, which might result in loss. FABS owns the intellectual property rights and any other mate-
rial 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 in-
vented, 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 document, the recipient agrees he/she has read the above disclaimer and to be bound
by the foregoing limitations/restrictions.
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FAB Securities Awards

Best Brokerage House
in UAE 2016 & 2017
by “Banker Middle East”
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by “IFA”
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Best Brokerage House in UAE
2016, 2017, 2015 and 2020

by “IFA”

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

Best New Mobile Application
in UAE 2016
by “IFA”

Best Equity Finance Company
in UAE 2016
by “IFA”
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