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Executive summary

* What led the rally since Nov? The sharp drop in the US treasury yields in Q4 2023 and the Fed’s dovish message in the December meeting led to a strong rally in the banking sector.
The banking index is up 33% from the lows of 9,601 made on 23" Oct. 2023. Despite Q4 results being mixed/slightly below consensus and the rate cut expectations normalizing to 3-4
cuts from 6-7 cuts at the start of the year, the banking index has held on to its post-rally levels. The resilience, in our view, is getting support from the guidance on NIMs from the
corporate banks, that was better than expected, improvement in the liquidity situation in the recent weeks (SAIBOR declining to 6.23% now from the highs of 6.38% in December), and
the positive sentiment in the global equity markets. However, as the rate cut assumptions have now changed drastically in the recent weeks and most of the positives already being
priced in the stock prices, the question arises on the sustainability of the rally.

* Q4 2023 results and 2024 guidance: Overall, most of the banks in Q4 2023 reported slightly weaker earnings than expected hurt by higher cost of funding (SAIBOR rose to 6.38% in
Dec., average 6.31% in Q4 2023), spike in provisions and the ongoing shift in the deposit mix (time deposits continued to go up). Moreover, some of the banks raised their exposure to
fixed-rate investments and acquired more long-dated repricing loans in H2 2023 (6/12 months SAIBOR linked loans have lower yields than 3M-SAIBOR linked loans), thus the positive
impact on the asset yield was limited during the quarter. As SAIBOR has come off its highs, there is a possibility that Q1 might not see similar rise in the cost of funding as seen in Q4
2023. Overall, the 2024 guidance on loans appear reasonable to us given the strong prospects for the corporate loans, while on NIMs there is a possibility that the guidance could be a
bit optimistic. Currently, we are considering mid-point of the guidance range for most of the banks, and we have shared our analysis on NIMs to derive the implied cost of funding from
the guidance on slide 7. The NIM guidance indicates that the banks have assumed the cuts to be consecutive and start in May.

* Our view on US Fed rate and SAIBOR: As mentioned in our 2024 outlook report, we believe the number of rate cuts to be 3 and skewed towards H2 2024 (in line with the FOMC Dot
Plot). The recent message from the Fed minutes as well as two consecutive CPI readings above the expectations reinforce our view that number of rate cuts will be more modest than
implied by the Fed fund futures. Post the last Fed meeting, even the fed fund futures now expects just 3-4 rate cuts starting June 2024. Our SAIBOR estimate is based on the Dot Plot
and another year of tight liquidity. We estimate SAIBOR to end at 5.48% by the end of 2024 and 4.43% by 2025-year end.

* Where can the guidance go wrong? The NIM guidance is heavily dependent on the impact of rate cuts to be fully seen in 2024 (75bps cut in funding costs) and not pricing in the risks
of staggered cuts in H2 2024 (which is highly possible). With signs of US economy being strong, wage growth being resilient and shelter inflation still high, there is a possibility that the
rate cuts would be staggered and start in June. Even the Fed fund futures are giving the higher probability of cuts starting in June instead of May. Moreover, in light of anticipated rate
cuts, there is a risk of corporate deposit holders to shift towards long dated time deposits from short dated ones. Thus, in such a scenario, where most of the banks have positioned
themselves for rate cuts by increasing fixed rate investment exposure, they could be at risk of NIM compression much more than their guidance. Further, the negative surprise can also
come from higher provisions than guided by the banks. Despite elevated interest rates and rise in corporate loans mix in the system, most of the banks have guided for cost of risk in
line with 2023. Moreover, coverage ratio, though comfortable, have fallen compared to historical levels.

* View on the sector’s valuations: Our 2024 estimates are broadly based on the guidance provided by the banks and we would wait for more data points such as inflation trend in the US
, wage data in the US and Q1 earnings from the banks to incorporate the above-mentioned risks. Based on our current assumptions, there is modest upside left from the current levels
with decent upside in the selective corporate names, especially the ones that did not fully participate in the recent rally. However, if there are any signs of another reading of P&é
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inflation data in the US or liquidity conditions tightening, we believe profit booking at current valuation levels should be considered. ol capitl
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Banks — Q4 numbers and 2024 Guidance

4Q23 (SAR mn) Net Income vs Consensus

Loan guidance reasonable, NIMs appear to be optimistic NIM Trend
* Most of the banks in Q4 2024 reported slightly weaker earnings than 5.85%  6.03% 1o, 3.5% Miss
expected hurt by higher cost of funding, spike in provisions and the ongoing aggy 522% W - R
shift in the deposit mix. Corporate banks earnings were hurt by relatively 4.22% 4.98%
weaker improvement in the asset yield as well as higher provisions, while  336% > o7, 4.13% 1.7% Miss
) ) I 324% 5.8%
retail banks were hurt by higher SAIBOR. - Miss
. . 8 % o 3.19% 3.10% 3.16% 3.12%
+ Overall, the 2024 guidance on loans appear reasonable to us given the  298% 3'10/1 8% 3.10% 312% ELL 7,800
strong prospects for the corporate loans, while on NIMs there is a 1.12%
possibility that the guidance could be a bit optimistic. It appears the banks
have based their NIM guidance on assumption that asset yield will be 1022 2Q22  3Q22 4Q22 1023 2Q23 3Q23  4Q23 Aggregate Retail Corporate
hardly impacted this year, while cost of funding will see full benefits of 3 Asset Yields COF  ——NIM B Actual = Consensus

rate cuts. Further, on cost of risk as well, the guidance appear optimistic

Source: Company Data, Al Rajhi Capital. Note: COF is only based on interest bearing liabilities, does Source: Company Data, Al Rajhi Capital. Consensus used here is

given the elevated interest rates and the rise in the mis of corporate loans ot include demand deposits considered from Argaam. Retail Banks considered are Al Rajhi, SNB,
BJAZ and Albilad and rest are corporate

in the system. However, so far we have not any signs of major NPAs in the

system.
2024 guidance by Banks
NIM Loan Growth Cost of Risk Cost to Income ROE/ROTE CET-1

Guidance Change FY23 Guidance FY23 Guidance FY23 Guidance FY23 Guidance FY23 Guidance
Rajhi 3.04% - 3.14% 5bps to 15bps 4.6% Mid Single-digit 25 25-35 27.2% <27% 19.4% >19% 20.4% >20%
SNB 3.00% - 3.20% -6bps to 14bps 10.0% High Single-digit 16 30-50 27.6% <27% 16.8% 16% - 17% 19.4% 18% - 19%
Riyad 3.46% - 3.51% -10bps to -15bps 13.0% High Single to Low Double-digit 70 65-75 31.3% <32% 15.6% >15% 15.7% >15%
Alinma 3.76% - 3.86% -5bps to +5bps 18.5% Mid-teens 77 65-75 31.3% ~30% 17.2% >17% 17.5%* 19% - 20%*
ANB 3.61% - 3.71% -5bps to +5bps 6.0% Mid-teens 48 50 - 60 33.2% <32% 12.1% >13% 18.8% >19%
BSF 3.10% - 3.30% -23bps to -43bps 12.8% Low Double-digit 96 60-70 32.4% <32% 10.6% 11% - 13% 16.7% 17% - 18%
BJAZ 2.10% - 2.15% 5bps to 10bps 14.0% Mid-teens 30 30-35 58.2% <56% 7.9% >8% 17.3% 16.5% - 17.0%
SIB ~2.75% -23bps 17.0% >15% 47 45 -50 41.8% 41.5% - 42.5% 11.7% >12% 19.4% >18.75%
SABB 2.85% - 2.95% -10bps to -20bps 18.0% Above Sector 27 30 - 45 32.4% <32% 15.3% 15% - 16%

Source: Company Data, Al Rajhi Capital, * CAR Pillar Note: Albilad has not been included as guidance is not available T &
alrajhi capital
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View on Fed rate and SAIBOR

Fed fund futures have been extremely volatile in the past six months as the Fed continues to be data dependent,
that has given mixed signals in the recent months. The two consecutive CPI readings (above expectations) have
raised worries over inflation being sticky that might force Fed to keep real interest rates elevated. Further, the
inflation in shelter continues to be high and the recent monthly growth of 0.6% implies annualized shelter inflation
of 7.2%. As the wage growth (4.5% y-o-y in Jan. 2024) continues to be solid, another year of sticky inflation is
possible. In this backdrop, the Fed in its recent meetings has poured water on expectations of rate cuts starting in
March.

The US Fed fund futures and the treasury yields have now gone back to Oct 2023 levels, whereas the Saudi banking
index is still 33% higher than the October level. We continue to stick to our view of 3 rate cuts and believe there is a
possibility of the cuts being staggered instead of 3 straight cuts, unless the US economy deteriorates notably. Our
SAIBOR estimate is 5.48% by the end of 2024 and 4.43% by 2025. In our view, the tight liquidity situation will keep
the spread over LIBOR elevated (assumed 60 bps in 2024 and 55 bps in 2025)

Fed fund futures rate for Dec- 24 & KSA Banking Index US Bond yield curve (%) since start of 2023
4.90% 13,500
4.67% 12,766 ' oo 5.22
4.70% !
12,201 12,500
11,787 !

4.50% 12,000

0 11,500
o 4'42%1 000
4.10% \// 10,500
3.90% 10,000

3.93%
370% 0 9,713 9,500 3.84
3.65% 9,000 3.79
3.50% 8,500
¥l > ¥ > ¥ ¥l 4] ™ ™
v v v v v v v
N \& Nz (_)Q/Q Oé %04 Qe(‘ @ <<é° W \’1?) v v “’\,:’ A% A:{:) i e
FY S F S
Dec-24 Fed Funds Futures Banking Index 10Yr 2Yr

Source: Bloomberg, Al Rajhi Capital Source: Bloomberg, Al Rajhi Capital

March 2024 6

SAIBOR estimates (End of year)

5.48

2024 EQY 2025 EQY

Source: Bloomberg, Al Rajhi Capital. EOY: End of year
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Banks - NIMs

Staggered cuts could mean no benefits in 2024

* The NIM guidance from the banks imply that they expect the rate cuts to be consecutive for 3 months starting May, thus posing a risk in case the cuts are staggered.
Further, the NIM guidance also does not consider the possibility of clients shifting to long dated time deposits (6/9 months instead of 3 months) ahead of the cuts.
Although, we are not considering the possibility of the same to happen in our NIM projections and at the moment also do not consider the possibility of staggered cuts
yet. We believe unless the US economy deteriorates substantially the Fed will follow a wait and watch approach after every cut.

* We have shown the analysis on cost of funding if the cuts are staggered versus consecutive cuts and the implied cost of funding (derived) from the guidance. If the cuts
are staggered starting June, then the cost of funding will decline only 29 bps in Q4 2023 from the peak of 6.42% in Q2 2023, whereas the implied COF from the guidance
assumes 60-70 bps decline. Thus, in such a situation, the NIMs would be under pressure in 2024 and the benefits of rate cuts will only appear in 2025.

* Based on our assumption of 90% of incremental deposits to be funded by time deposits (in 2023 all the incremental deposits were funded by TD) and 3 rate cuts, NIMs
for the sector would change be flattish in 2024 versus our earlier expectations of 4 bps decline. However, in case of staggered cuts scenario, the NIMs could decline 7bps
on assumption that cost of funding will not reduce much, while asset yield will remain largely stable.

Implied asset vield and COF as ner NIM guidance COF (only interest bearing liab. ) trends in diff. scenarios  NIM Expansion/Contraction changes to our estimates

6.51% 6.43% 6.42%
’ ’ 6.21% 1.2 bp

5.95% 9
6.43% 6.42% 6.38% -

6.03% 6.09% 6.10% 6.06% 5.78% azT‘?\ i
1
6.22% -1.0bpy

i
1
|
1
6.13% ' '
1 1
1 1
9 5.88% ! !
3.12% 315% 3.11% 313% >21% 5.78% 4.4bp L 4.0 bp
5. 1 1
5.76% : :
-6.6 bp
4Q23 1Q24E 2Q24E 3Q24E 4Q24E 1Q24E 2Q24E 3Q24E 4Q24E 2024E 2025E
= Asset Yields COF e N|M Consecutive cuts starting May Staggered cuts starting June H Prior Current 'iStaggered Cuts starting June

Consecutive cuts starting June ===« ARC Estimates

Source: Al Rajhi Capital estimates. NIM expectations in staggered cuts is based on assumption
Source: Al Rajhi Capital estimates, Note:COF is only based on interest bearing liabilities, does not include Source: Al Rajhi Capital estimates, Note: COF is only based on interest bearing liabilities, does not that assets will not reprice notably, while cost of funding will ol
demand deposits include demand deposits. Assumed liablities reprice within 3 months and floating assets in 6 months alrajhi capital
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Banks position themselves in a rate cut scenario

* In the anticipation of rate cuts, most of the Saudi banks in 2023, particularly in H2

increased their investments in the fixed rate securities to position themselves favorably

in a rate cut scenario. The overall growth in the investments was 11% in 2023, even
slightly higher than the lending growth. Moreover, fixed rate investments grew by 17%
in 2023 outpacing the growth in total investments and pushing its mix to increase by

200 bps y-o-y and 400 bps versus 2021.

* Despite time deposits mix expected to go up, the shift towards fixed rate investments
should ease the pressure on NIMs in a rate cut situation given that the liabilities reprice

faster compared to assets. However, in a stable or staggered rate cut scenario, this
move might pressure the NIMs as fixed rate investments in government sukuks

typically yield lower than retail as well as corporate financing.

Time deposits could continue to go up as long as SAIBOR is around 4%-4.5%

27%  28%  31%  34% 35% 37% 37%  38% 41%

0,

39%

37%

Fixed rate investments’ (SAR bn) growth outpaced growth in total
investments

+11% 784
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/ 706

649 28%
30%

32%

70% 72%
o b

2021 2022 2023

W Fixed Rate [ Others
Source: Company Data, Al Rajhi Capital. Note: Ohers includes Floating rate, equities, mutual funds, etc.

2002-2010 cycle indicates SAIBOR above/below 4% critical for shift in TD mix
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Banks — CoR assumes healthy lending environment

NPLs and Corporate loan mix at the system Cost of Risk (bps) is guided to be flattish
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Banks — Loan estimates

Corporate loan growth continues to be the driver

10

* Even in the face of elevated interest rates and repayments of personal loans disbursed in 2020/2021, the overall loan growth has remained robust. The key driver has been
the corporate loan which is growing by low to mid teens. As per January 2024 SAMA numbers, corporate loans grew over 14% y-o-y (estimated). Mortgage monthly loan
originations that were subdued last year also have shown signs of improvement, the latest reading for January showed monthly origination of SAR 7.5 bn versus average
origination of SAR 6.7 mn in the last six months and 2023 average of SAR 6.5 bn. We raise our estimates on mortgage origination for 2024 to SAR 6.1 bn from SAR 5.7 bn
before. At the same time, we also believe personal loans would grow at a higher rate now supported by higher disposable income and promotional activities form the
banks.

* Corporate loan growth should remain low double digits in the near future led by SMEs and project finance demand related to giga-projects as the execution gathers steam.
Our inhouse research view is that oil prices will remain stable led by Saudi Arabia’s active role in managing in the output. Thus, sentimentally it should bode well for the
companies exposed to the giga projects and investments should continue to flow towards the ramp up of the giga projects. We anticipate sectors such as construction,
utilities, leisure & entertainment to be the key growth drivers.

* Based on our revised estimates for each segment, our new loan growth expectations for 2024 is 10.5% y-o-y and 9.5% y-o-y in 2025.

Loan growth estimates New Mortgage Origination (SAR bn) Corporate loans (SAR bn) maintain strong growth
7.5 3,097
. 1\% 2,840
0 o 6.7 2,577
8.8% 10.0% 6.5 2,339
o 6.1 2,121
7.3% 8.1% 1,922
5.5 1,710
5.5% 5.2% 1,508
5.0
5.0%
4.0%
7.9% 8.7% - 5560 9.7% 10.5%
3.0% >-0%
Prior Current Prior Current Prior Current Prior Current
Mortgage loans Personal loans Corporate loans Total loans
2023E Last 6M Avg. Jan-24 2024E 2025E 2026E 2023 2024E 2025E 2026E 2027E 2028E 2029E 2030E
W 2024E m2025E 2026E Average
Source:Al Rajhi Capital estimates Source: SAMA, Al Rajhi Capital estimates Source: SAMA, Al Rajhi Capital
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Banks — Growth estimates and Valuations
Valuations pricing in all the positives . Valuations - Price to Book (Blended
Trailing and fwd. 12 months* 2024/2025)
* Our 2024 estimates are broadly in line with the guidance provided by the banks
. . . . 2.36x 2.39x 2.24x
and we would await for more clarity on cost of risk and funding pressure before 5 02x 5 01x
we incorporate the risks mentioned on NIMs and COR. We expect net income to o 1.63x 153y 178
. . | 1.37
grow by 7% y-o-y in 2024 supported by loan growth and stable NIMs. The ROEs ; g
. .8x
are expected to have already peaked in 2023 but remain healthy at >15% in 2024 '
and 2025.
HHEH AN NN AN NN NANANNANOOO;NNNN NN OO NN NN T
* Post the rally, Saudi banks are now trading at a blended forward P/B (2024/2025) 545855553555 585855553558555%
= = w - v = = - 7] = - w i
of 2.0x (on tangible equity), above historical average of 1.8x. Both the corporate et o/ (o 12 o] - ARC Estimates Consensus 1oyrAve.
— S endae onths rice to boo atio
as well as retail banks are trading at a slight premium to the historical average W AllBanks [ Retail M Corporate
H 1 H Source: Company filings, Bloomberg, Al Rajhi Capital estimates, Note: * Left side chart, the P/B is not adjusted for tangible equity. Retail Banks
mUItIpleS' On the baCk Of Strong Ioan grOWth prOSpeCtS, the premlum Va|uat|0nS considered are Al Rajhi, SNB, BJAZ and Albilad and rest are corporate. Consensus P/B considers only tangible book value (excluding Goodwill and
are justified to some extent, however, in case the NIMs and COR see signs of S
possible downward revision, then profit taking should be considered.
Summary of our key parameters Target upside appear modest after recent rally
Aggregate
(SAR mn) 2023  2024E  2025E  2026E 3% Upside 25% Unside
Net interest income growth 10.9% 8.0% 6.8% 8.7% l
Total operating income growth 9.5% 7.6% 6.6% 7.9%
Net income growth 11.9% 7.2% 5.0% 8.8%
Loan Growth 10.6% 10.3% 10.3% 8.9% 4% upsidg
Deposit Growth 7.8% 8.2% 10.3% 8.9%
Asset yield 5.6% 6.0% 5.6% 5.4% . g_fgbn SAR
Cost of funds (deposits) 5.7% 6.2% 5.3% 5.1% L
COR 41 44 51 53
NIM Change -2.2 bp -1.0 bp -4.0 bp 1.7 bp
ROE (%) 16.1%  15.8%  152%  15.5% Current Mcap Target Mcap Jewal Micap Targeg‘,’\;lﬁg;ate

the system due to provisions. Cost of funds is cost for interest bearing liabilities, does not include demand deposits to capture NIM changes in Base. Retail Banks considered are Al Rajhi, SNB, BJAZ and Albilad and rest are corporate el
airajhi capital

Source: Company Data, Al Rajhi Capital. The loan growth mentioned above is net loans and thus would differ from our estimates for Source: Company Data, Al Rajhi Capital Note: Gordon Growth valuation methodology used. ROEs are average of 2023/2024/2025
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SAMA Data

Credit Growth (Last 12 Months)
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Interbank Liabilities (Long-Term)
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200%
150%
100%
50%
-50%

-100%

N

1

Source: Saudi Central Bank, Al Rajhi Capital

140000
120000
100000
80000
60000
40000
20000

(suonjiw) s|eAry 1pnes ul syunowy

7.5

0

8.4

12.2

2022 m=2023

8.0
6.0
4.0
2.0

20.0
18.0
16.0
14.0
12.0
10.0

0.0

vzog-uef
€20T-AON
€20¢-das
€zoz-Inr
€zoz-Aey
€207-1eN
€z0z-uer
2T0T-NON
7z0z-das
zeozinr
zeoz-hen
[adela3 |
zeog-uer
TZ0Z-AON
120z-das
120z-Inr
Tz0C-AeN
120z-4eN
1Z0C-uer
020Z-rON
0z0z-das
0zoz-Inr
0zoz-he
0z0z-1eN
0zog-uef
6TOZ-AON
6T0z-das
6T0Z-INr
6T0C-AeN
6T0C-1eN
6TOC-uer
8T0Z-AON
810z-das
8T0C-INf
810C-AeN
8T0CZ-1eN
8T0C-uef
LTOZ-AON
£T0¢-das
L10z-In1

Y/Y %

. Absolute

2021

Source: Saudi Central Bank, Al Rajhi Capita Bars before January indicates 2020, 2021, 2022 respectively!

Bank profit before zakat

LDR (Long-term)

200%

10000

Jan-2024, 104.5%

100%

o
o
o
o0

-100%
-200%
-300%
-400%

¥z0z-uer
€20¢-%20
€207-AON
€202-10
€20z-das
€20¢-3ny
€20z-Inr
€20z-unr
€z0z-AeN
€20¢-1dy
€207-4BN

€207-994
€20¢-uer
7207230
220Z-"ON
72020
2z0z-das
720z-8ny
zzoz-inr
zeoz-unr
zzoz-AenN
20z-4dy
2ozt
7207924
zeog-uer
1202-920
TZ0Z-AON
1202-P0
120¢-das
120Z-8ny
120z-Inr
1Z0zZ-unr
120C-AeN
T20z-4dy
120C-1eN
1202-994
T0z-uer
0z0z-%20
020Z-AON
0202-10
0z0z-das
020¢-8ny
0z0z-Inr

0C-AelN
020z-4dy
0z0z-1eN
0202924
0zoz-uer

6000
2000
-2000
-4000

o
o
o
<

(suol|iN) s|eAry 1pnes ur syunowy

vzoz-uer
€202-10
€coz-Inr

€20z-dy
€20z-uer
72070
ozt

zeog-4dy
Teog-uer
1202-R0
120C-Inr

120z-4dy
T20g-uef
020Z-R0
ozoz-Inr

020z-4dy
0z0z-uer
6T02-R0
6T0C-Inr

610Z-4dy
6T0C-uef
8T07-R0
8T0C-Inr

810z-4dy
8T0C-uef
LT0T-P0
LT0C-Inf

£10Z-4dy
LTOT-uef
910Z-R0
Eerallly

910z-4dy
9T0C-uef
ST0Z-¥0
sToz-Int

Jan-2024, 80.1%

-500%

-6000

Y/Y%

I Period Profit

SAMA (Adjusted)

Unadjusted

Source: Saudi Central Bank, Al Rajhi Capital

Source: Saudi Central Bank, Al Rajhi Capital

&

dulalicanalyl

alrajhi capital



15

March 2024

Saudi Banks — Rally on shaky legs

Return on Equity

Bank-Credit Classified by Economic Activity
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IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by Al Rajhi Capital (Al Rajhi), a company authorized to engage in securities activities in Saudi Arabia. Al Rajhi is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research
reports and the independence of research analysts. This research report is provided for distribution to “major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the
“Exchange Act”).
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Under no circumstances should any recipient of this research report effect any transaction to buy or sell securities or related financial instruments through Al Rajhi.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA”) and, therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject
company, public appearances and trading securities held by a research analyst account.

Additional Disclosures

This research report is for distribution only under such circumstances as may be permitted by applicable law. This research report has no regard to the specific investment objectives, financial situation, or particular needs of any specific recipient, even if sent only to a single
recipient. This research report is not guaranteed to be a complete statement or summary of any securities, markets, reports, or developments referred to in this research report. Neither Al Rajhi nor any of its directors, officers, employees, or agents shall have any liability, however
arising, for any error, inaccuracy or incompleteness of fact or opinion in this research report or lack of care in this research report’s preparation or publication, or any losses or damages which may arise from the use of this research report.

Al Rajhi may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of Al Rajhi.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange
Commission. Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory requirements comparable to those in effect within the United States.

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or
income from such securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by Al Rajhi with respect to future performance. Income from investments may fluctuate. The price or value of the investments to which this research
report relates, either directly or indirectly, may fall or rise against the interest of investors. Any recommendation or opinion contained in this research report may become outdated as a consequence of changes in the environment in which the issuer of the securities under
analysis operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein.

No part of the content of this research report may be copied, forwarded, or duplicated in any form or by any means without the prior consent of Al Rajhi and Al Rajhi accepts no liability whatsoever for the actions of third parties in this respect. This research document has been
prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared for the general use of Al Rajhi Capital’s clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express
written consent of Al Rajhi Capital. Receipt and review of this research document constitute your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this document prior to public disclosure of such
information by Al Rajhi Capital. The information contained was obtained from various public sources believed to be reliable but we do not guarantee its accuracy. Al Rajhi Capital makes no representations or warranties (express or implied) regarding the data and information
provided and Al Rajhi Capital does not represent that the information content of this document is complete, or free from any error, not misleading, or fit for any particular purpose. This research document provides general information only. Neither the information nor any
opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other investment products related to such securities or investments. It is not intended to provide personal investment advice and it does not take into account the specific
investment objectives, financial situation and the particular needs of any specific person who may receive this document.

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment or investment strategies discussed or recommended in this document and should understand that statements regarding future prospects may not be
realized. Investors should note that income from such securities or other investments, if any, may fluctuate and that the price or value of such securities and investments may rise or fall. Fluctuations in exchange rates could have adverse effects on the value of or price of, or
income derived from, certain investments. Accordingly, investors may receive back less than originally invested. Al Rajhi Capital or its officers or one or more of its affiliates (including research analysts) may have a financial interest in securities of the issuer(s) or related
investments, including long or short positions in securities, warrants, futures, options, derivatives, or other financial instruments. Al Rajhi Capital or its affiliates may from time to time perform investment banking or other services for, solicit investment banking or other business
from, any company mentioned in this research document. Al Rajhi Capital, together with its affiliates and employees, shall not be liable for any direct, indirect, or consequential loss or damages that may arise, directly or indirectly, from any use of the information contained in this
research document.

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital assumes no responsibility to update the information in this research document. Neither the whole nor any part of this research document may be altered,
duplicated, transmitted, or distributed in any form or by any means. This research document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be contrary to law or which would subject Al Rajhi Capital or any of its affiliates to any registration or licensing requirement within such jurisdiction.
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Disclaimer and additional disclosures for Equity Research

Disclaimer

This research document has been prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared for the general use of Al Rajhi Capital’s clients and
may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of Al Rajhi Capital. Receipt and review of this
research document constitute your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this document prior to
public disclosure of such information by Al Rajhi Capital. The information contained was obtained from various public sources believed to be reliable but we do not guarantee its accuracy.
Al Rajhi Capital makes no representations or warranties (express or implied) regarding the data and information provided and Al Rajhi Capital does not represent that the information
content of this document is complete, or free from any error, not misleading, or fit for any particular purpose. This research document provides general information only. Neither the
information nor any opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other investment products related to such securities or
investments. It is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation and the particular needs of
any specific person who may receive this document.

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment or investment strategies discussed or recommended in this
document and should understand that statements regarding future prospects may not be realized. Investors should note that income from such securities or other investments, if any, may
fluctuate and that the price or value of such securities and investments may rise or fall. Fluctuations in exchange rates could have adverse effects on the value of or price of, or income
derived from, certain investments. Accordingly, investors may receive back less than originally invested. Al Rajhi Capital or its officers or one or more of its affiliates (including research
analysts) may have a financial interest in securities of the issuer(s) or related investments, including long or short positions in securities, warrants, futures, options, derivatives, or other
financial instruments. Al Rajhi Capital or its affiliates may from time to time perform investment banking or other services for, solicit investment banking or other business from, any
company mentioned in this research document. Al Rajhi Capital, together with its affiliates and employees, shall not be liable for any direct, indirect or consequential loss or damages that
may arise, directly or indirectly, from any use of the information contained in this research document.

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital assumes no responsibility to update the information in this
research document. Neither the whole nor any part of this research document may be altered, duplicated, transmitted or distributed in any form or by any means. This research document
is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be contrary to law or which would subject Al Rajhi Capital or any of its affiliates to any registration or licensing requirement within such
jurisdiction.
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Disclaimer and additional disclosures for Equity Research

Explanation of Al Rajhi Capital’s rating system

Al Rajhi Capital uses a three-tier rating system based on absolute upside or downside potential for all stocks under its coverage except financial stocks and those few other companies not
compliant with Islamic Shariah law:

"Overweight": Our target price is more than 10% above the current share price, and we expect the share price to reach the target on a 12 month time horizon.
"Neutral": We expect the share price to settle at a level between 10% below the current share price and 10% above the current share price on a 12 month time horizon.
"Underweight": Our target price is more than 10% below the current share price, and we expect the share price to reach the target on a 12 month time horizon.

"Target price": We estimate target value per share for every stock we cover. This is normally based on widely accepted methods appropriate to the stock or sector under consideration, e.g.
DCF (discounted cash flow) or SoTP (sum of the parts) analysis.

Please note that the achievement of any price target may be impeded by general market and economic trends and other external factors, or if a company’s profits or operating
performance exceed or fall short of our expectations.

Contact us

Mazen AlSudairi, CFA, CMT

Head of Research

Tel : +966 11 836 5468

Email: alsudairim@alrajhi-capital.com

Al Rajhi Capital

Research Department

Head Office, King Fahad Road

P.O. Box 5561, Riyadh 11432
Kingdom of Saudi Arabia

Email: research@alrajhi-capital.com

Al Rajhi Capital is licensed by the Saudi Arabian Capital Market Authority, License No. 07068/37.
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