0
o]
©
—
<
T
-
C
»n
L
O
14
<
L
n
L
14
-
<
L
=
-
n
L
>
=

U

Banking Riyad Bank

First Cut — Riyad Bank

Total income grows YoY on higher net commission income: Total income of Riyad Bank (RIBL) for 4Q23 increased by 5.1% YoY to
SAR3.9bn, though it fell by 1.2% QoQ. The YoY improvement in total income was at the back of an 10.2% YoY improvement in net
commission income, which was aided by a 13.2% YoY and 2.7% QoQ increase in loans and advances and 11.3% YoY and 0.4% QoQ
improvement in investments. Fee and other income fell by 11.3% YoY and 12.5% QoQ, impacting the total income. Going forward, we
expect loans and advance to grow at low double-digit rates for the next 2-3 years, while we expect net commission margins (NCM) to
moderate in the medium term.

Increase in opex and provisions impact profit growth: Operating expenses at SAR1.3bn for 4Q23 increased by 12.0% YoY, though
the same lower by 1.9% QoQ. However, the cost to income ratio remained under control for the full year as it fell to 31.3% in 2023,
compared to 32.4% in 2022. Provisions on the other hand increased by 32.7% YoY and 37.0% QoQ for 4Q23, as the full year cost of risk
increased to 0.6% for 2023 from 0.4% for 2022.

Net income falls: Net income of RIBL fell by 3.6% YoY and by 6.5% QoQ, to SAR2.0bn, as an improvement in net commission income
was more than made up by lower fee & other income, higher operating expenses, and provisions. The performance was however better
than our estimate of SAR1.8bn.

L/D ratio increases on sluggish deposits offtake: Deposits increased by 6.2% YoY and was flattish QoQ, as loans to deposits ratio
increased to 107.6% as of 2023, compared to 104.9% as of Sep-23 and 101% in 2022. We expect the situation to improve in 2024e, as
we forecast liquidity pressure in the market to ease, in line with the softening of interest rate.

Financial performance to remain strong: We expect the full year performance in 2024e and in the medium term to remain strong and
will be aided by a steady growth in loans, even as NCM moderates from 2023 levels. Profitability is also likely to be aided by a moderation
in provisions. We had initiated coverage on RIBL with a BUY rating and a target price of SAR33/share and we continue to remain positive
on the bank and maintain our target price at these levels.

in SAR mn
Total income 3,932 3,978 -1.2% 3,742 5.1% 13,599 15,899 16.9% 17,075 7.4%
NCI* 3,142 3,075 2.2% 2,852 10.2% 10,052 12,414 23.5% 13,100 5.5%
NCM** 3.8% 3.8% 3.9% 3.4% 3.7% 3.6%
Operating expenses (1,274) (1,299) -1.9% (1,138) 12.0% (4,410) (4,969) 12.7% (5,651) 13.7%
cost to income ratio 32.4% 32.7% 30.4% 32.4% 31.3% 33.1%
Operating profit 2,658 2,679 -0.8% 2,605 2.1% 9,189 10,930 18.9% 11,424 4.5%)
Provisions (483) (353) 37.0% (364) 32.7% (1,281) (1,972) 54.0% (1,714) -13.1%
COR 0.6% 0.4% 0.5% 0.4% 0.6% 0.5%
Profit post provisions 2,175 2,327 -6.5%) 2,241 -2.9% 7,909 8,959 13.3%) 9,710 8.4%
Other expenses 4 3 14.5% (5) -175.4% (80) 12 -115.3% 9 -30.7%
Profit before Zakat 2,179 2,330 -6.5% 2,235 -2.5% 7,828 8,971 14.6% 9,719 8.3%)
Zakat (225) (241) -6.7% (208) 8.2% (809) (925) 14.3% (1,002) 8.3%
effective tax rate 10.3% 10.3% 9.3% 10.2% 10.3% 10.3%
Profit after tax 1,955 2,089 -6.5% 2,028 -3.6% 7,019 8,046 14.6% 8,717 8.3%)
Balance Sheet items
Investments 58,109 57,882 0.4% 52,196 11.3% 52,196 58,109 11.3% 64,231 10.5%
Loans and advances 274,398 267,151 2.7% 242,365 13.2% 242,365 274,398 13.2% 295,659 7.7%
Deposits 254,908 254,719 0.1% 240,007 6.2% 240,007 254,908 6.2% 294,105 15.4%
L/D ratio 107.6% 104.9% 101.0% 101.0% 107.6% 100.5%

*Net Commission Income
** Calculated on total investment and loans
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Rating Criteria and Definitions

Rating Rating Definitions

Strong Buy This recommendation is used for stocks whose current market price
offers a deep discount to our 12-Month target price and has an
>20% upside potential in excess of 20%

Buy This recommendation is used for stocks whose current market price
offers a discount to our 12-Month target price and has an upside

10-20% )
0 potential between 10% to 20%

0%-10% Hold This recommendation is used for stocks whose current market price
offers a discount to our 12-Month target price and has an upside
; . : : ; ; potential between 0% to 10%

Strong Buy Hold Neutral Neutral This recommendation is used for stocks whose current market price

Buy offers a premium to our 12-Month target price and has a downside
10% to 0% sid_e potential between_o% to -10% i

Sell This recommendation is used for stocks whose current market price

offers a premium to our 12-Month target price and has a downside
side potential between -10% to -20%

-10to -
20%% Strong Sell  This recommendation is used for stocks whose current market price
offers a premium to our 12-Month target price and has a downside
>-20% side potential in excess of 20%

Not rated This recommendation used for stocks which does not form part of
Coverage Universe

Disclaimer

This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or
redistributed to any other person. Persons into whose possession this document may come are required to observe these restrictions.
Opinion expressed is our current opinion as of the date appearing on this material only. We do not undertake to advise you as to any
change of our views expressed in this document. While we endeavor to update on a reasonable basis the information discussed in
this material, United Securities, its subsidiaries and associated companies, their directors and employees are under no obligation to
update or keep the information current. Also, there may be regulatory, compliance, or other reasons that prevent us from doing so.
Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change
without notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the
recommendations expressed herein. The information in this document has been printed on the basis of publicly available information,
internal data and other reliable sources believed to be true and are for general guidance only. While every effort is made to ensure
the accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors
or omissions of the information. No one can use the information as the basis for any claim, demand or cause of action.

Recipients of this material should rely on their own investigations and take their own professional advice. Each recipient of this
document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the
securities of companies referred to in this document (including the merits and risks involved), and should consult their own advisors
to determine the merits and risks of such an investment. Price and value of the investments referred to in this material may go up or
down. Past performance is not a guide for future performance. United Securities LLC, and affiliates, including the analyst who has
issued this report, may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities
of the companies mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation
or act as advisor or have other potential conflict of interest with respect to company/ies mentioned herein or inconsistent with any
recommendation and related information and opinions. United Securities LLC and affiliates may seek to provide or have engaged in
providing corporate finance, investment banking or other advisory services in a merger or specific transaction to the companies
referred to in this report, as on the date of this report or in the past.



