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Rating

12- Month Target Price

Neutral
SAR 74.00

Expected Total Return

Price ason Apr-29, 2019
Upside to Target Price
Expected Dividend Yield
Expected Total Return

SAR75.00
(1.3%)
4.0%
2.7%

Market Data

52 Week H/L SAR 76.90/50.86
Market Capitalization SAR 187,500 min
Shares Outstanding 2,500 min
Free Float 85.8%
12-Month ADTV 4,191,722
Bloomberg Code RIHI AB
1-Year Price Performance
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AL RAJHI BANK

1Q2019 FirstLook

New Record Profits

Al Rajhi reported its 1Q2019 results with a net income of SAR 2.89 billion (+21% Y/Y,
+4% Q/Q), matching our forecast of SAR 2.90 billion and in-line with consensus of SAR
2.80 billion. The main driver for profitability this quarter was net financing and
investments incomeas itwas +15%Y/Y and +3% Q/Q higher, whilenon-core incomeand
operating expenses were littlechanged. Provisionsdeclined by -14% Y/Y, but rose +18%
Q/Q to reach SAR 389 million. Duringthe quarter, the bank added SAR 3.1 billionin net
financing and SAR 2.5 billion in investments while deposits dropped minimally by SAR
405 million. Trading ata 2019E P/B of 3.5x, we maintain our Neutral stance, but raise
our target priceto SAR 74.00.

LDR rises to 81%

Net financingincreased by SAR 3.1 billion Q/Qto reach SAR 236 billion. Deposits, on the
other hand, were more or less flat this quarter, falling by only SAR 405 million Q/Q, to
remain unchanged atSAR 294 billion. Consequently, LDR edged up to 81% from 79% last
quarter. Investments augmented by SAR 2.5 billion Q/Q, after droppinginthe previous
two quarters, to reach SAR 46 billion. Al Rajhi’s Balance Sheetitems followed the general
sector trend, as sector loans increased by SAR 17 billionin 1Q19 and deposits decreased
by SAR 32 billion, while banks holdings of governmentbonds increased by SAR 31 billion,
accordingto SAMA’s monthly bulletin.

Net financing and investmentsincome up +15% Y/Y

Net financingandinvestments incomeincreased +15% Y/Yand +3% Q/Q to a new record
of SAR 3.94 billion, higher than our SAR 3.57 billion forecast, supported by elevated
SAIBOR rates. Financing income exceeded SAR 4.0 billion (+15% Y/Y, +3% Q/Q),
marginally offset by the +23% Y/Y risein funding cost, though it retreated slightly by -
2% Q/Q to SAR 143 million.The bank maintains its relatively low funding cost given its
remarkably large base of zero-cost deposits.

Opex flat

Non-core income was more or less flatboth onanannual and quarterly basisatSAR 695
million. Fee-based income increased, while net exchange income and other operating
income decreased Y/Y and Q/Q. Total operating income rose to SAR 4.64 billion, +12%
Y/Y and +3% Q/Q, almost matching our estimate. Operating expenses did not witness
much change as well reaching SAR 1.75 billion, flatY/Yand +1% over last quarter, close
to our estimate of SAR 1.70 billion. Provisions were at SAR 389 million (-14% Y/Y, +18%
Q/Q). Salaries and employees related expenses and depreciation expense increased
whilerent expenses decreased both Y/Y and Q/Q.

Net income matches forecast

Net income of SAR 2.89 billion (+21% Y/Y, +4% Q/Q) matched our SAR 2.90 billion
estimate and was in-line with market consensus of SAR 2.80 billion, markingthe highest
quarterly profitin Al Rajhi’s history. The stock offers a 4.0% dividend yield and trades at
arich2019EP/B of 3.5x which we believe is justified. Weraise our target price from SAR

B Alrajhi BTASI
71.50to SAR 74.00 but maintain a Neutral recommendation.
1Q2019 (SARmin) Actual RC Forecast Key Financial Figures Key Financial Ratios
Net Fin. Income 3,944 3,572 FY Dec31 (saRmin) | 2018A | 2019E | 2020E MFY Dec31 2018A | 2019 | 2020E |
Total Op Income 4,639 4,604 Net Fin. Inc 13,253 14,433 14,529 NIM 3.9% 4.1% 4.0%
Prov for cred loss 1,531 1,470 1,487 ROAE 19.7%  23.1%  22.0%

Net| 2,885 2,900 ’ ’ ’

etincome g g Net Income 10,297 11,698 11,771  ROAA 29%  32%  3.2%
Net Financing 236,419 233,833 EPS (SAR) 4.12 4.68 4.71 CAR 20.2%  20.4%  20.2%
Deposits 293,504 295,294 DPS (SAR) 2.76 3.00 3.10 P/B 3.9x 3.5x 3.5x
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Stock Rating
Neutral Not Rated
Expected Total Return Expected Total Return Expected Total Return less Under Review/ Restricted
Greater than +15% betw een -15% and +15% than -15% nder Review/ estricte

* The expected percentage returns are indicative, stock recommendations also incorporate relevant qualitative factors

For any feedback on ourreports, please contactresearch@riyadcapital.com

Disclaimer

The informationin this reportwas compiled in good faith from various public sources believed to be reliable. Whilstall reasonable
care has beentakento ensure thatthe facts stated in this report are accurate and that the forecasts, opinions and expectations
contained herein are fair and reasonable. Riyad Capital makes no representations or warranties whatsoever as to the accuracy
of the data and information provided and, in particular, Riyad Capital does notrepresentthatthe information in this report is
complete or free from any error. This reportis not, and is notto be construed as, an offer to sell or solicitation ofan offer to buy
any financial securities. Accordingly, no reliance should be placed on the accuracy, fairness or completeness ofthe information
contained in this report. Riyad Capital accepts no liability whatsoever for any loss arising from any use of this report or its
contents, and neither Riyad Capital nor any of its respective directors, officers oremployees, shall be in anyway responsib le for
the contents hereof. Riyad Capital orits employees orany of its affiliates or clients mayhave a financial interestin securities or
other assets referred to in this report.

Opinions, forecasts or projections contained in this reportrepresentRiyad Capital's currentopinions or judgmentas atthe date
of this report only and are therefore subjectto change withoutnotice. There can be no assurance thatfuture results or events
will be consistent with any such opinions, forecasts or projections which represent only one possible outcome. Further, such
opinions, forecasts or projections are subject to certain risks, uncertainties and assumptions that have not been verified and
future actual results orevents could differ materially.

The value of, or income from, any investments referred to in this report may fluctuate and/or be affected by changes. Past
performance is notnecessarilyan indicative of future performance. Accordingly, investors mayreceive back less than originally
invested amount.

This report provides information of a general nature and does not address the circumstances, objectives, and risk tolerance of
any particular investor. Therefore, it is notintended to provide personal investment advice and does not take into account the
reader’s financial situation orany s pecificinvestmentobjectives or particular needs which the reader may have. Before making
an investmentdecision the reader should seek advice from an independentfinancial, legal, tax and/or other required advisers
dueto the investmentin such kind of securities maynotbe suitable for all recipients.

This research report might not be reproduced, nor distributed in whole or in part, and all information, opinions, forecasts and
projections contained initare protected by the copyright rules and regulations.

Swadl BSLJ W EHY B 920012299
rlL|¢:|d CapltaL auylatzdl asdymall - ablugll - Jondl &3] - cilgsll 3] riyadcapital.com

1010239234 g 5)lad Jauwg 07070-37 s ayllall Gouall dism o s i wasas Jasi aullall yalyll a6 s
3712-12331 iyl dulall - aniill ¢ )l 6775 aelall 51531

Riyad Capital is a Saudi closed joint stock company, with commercial registration number (1010239234), licensed and organized by the Capital
Market Authority under License No. (07070-37), and having its registered office at Al Takhassusi Street, Prestige Building, Riyadh, Kingdom of Saudi
Arabia (“KSA”). Website: www.riyadcapital.com



