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Strong growth in non-financing income drives top line growth of 12.3% YoY in Q2

o . . .
GCC EQUITIES 2012 fJnd supports a 13.6% YoY growth in net income. Loan book trend continues to
remain strong at 4.0% QoQ.

KEY HIGHLIGHTS

QZ 2012 ReSUItS + Al Rajhi Bank reported a net profit of SAR 2.09 billion in Q2 2012, growing 13.6% YoY.
ReVieW Total operating income grew 12.3% YoY to SAR 3.43 billion, driven by a 40.4% YoY

growth in non-financing income, while net special commission income rose 3.1% YoY to

SAR 2.34 billion.

Recommendation

BUY

CMP (SAR) (10/7/2012) : 73.00 healthy growing 4.0% QoQ and 23.4% YoY, while deposits remained flat sequentially
but registered an 11.8% YoY growth.

4+ Netinterest spread appears to have declined around 14 basis points during the quarter,

after remaining fairly stable in Q1 2012. Loan growth during the quarter remained

TARGET PRICE (SAR): 85.00

EXPECTED RETURN (%): 16% +  Total operating income remained flat on a QoQ basis as net special commission income
rose a marginal 0.7% sequentially, while non-financing income declined 1.5% QoQ. This

suggests that the 4.1% QoQ improvement in net income has likely come from lower
STOCK DATA

MCAP (SAR’million) 109,500

83.25 4+ Credit growth in Saudi Arabia continues to remain strong, as the government executes
65.00 its planned SAR 690 billion of spending this year. Credit growth has been 7.6% YTD till
May 2012, while deposits have grown 3.3% YTD during the same period.

4+ The bank also announced its decision to pay H1 2012 dividends of SAR 1.25 per share,

SARmn mm with a record date of 16 July 2012 for shareholders to be eligible to receive the

1,700 ‘ ‘ dividend.
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operating expenses and credit provisions.

+  The stock currently trades at 2.8x its FY 2012 (E) book value per share and 13.6x its FY
1,899 1,976 . . . . . . . .
(e) 2012 (E) earnings per share. Pending detailed financials, we maintain our fair value

estimate for the stock at SAR 85, offering a 16% upside from current levels. Downside

risks include an unexpected slowdown in economic activity, stronger than expected
ANALYST

competition in the retail segment or an unexpected rise in credit provisions.
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KEY FINANCIAL HIGHLIGHTS

(SAR’million) 2010 2011 2012 (E)

Operating Income 11,661 12,502 13,470
Operating Profit 8,680 9,023 9,793
Net Profit 6,771 7,378 8,040
EPS (SAR) 4.51 4.92 5.36
P/E (x) - - 13.6
BVPS (SAR) 20.21 22.38 25.74
P/BV (x) - - 2.8
DPS (SAR) 3.00 3.25 3.55
Dividend Yield (%) - 4.4% 4.8%
ROAE (%) 22.9% 23.1% 22.2%
ROAA (%) 3.8% 3.6% 3.6%

Source: Company disclosure, FINCORP Investment Research

Q2 2012 RESULT HIGHLIGHTS

o Baea

Operating Income 3,427 3,051 3,427 12.3% 0.0%
Net Profit 2,093 1,843 2,011 13.6% 4.1%
EPS (SAR) 1.40 1.23 1.34 13.6% 4.1%
Net Financing Book 158,000 127,810 151,842 23.4% 4.0%
Customer Deposits 186,000 166,397 186,094 11.8% 0.0%

Source: Company disclosure, FINCORP Investment Research
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Disclaimer

The research team of The Financial Corporation, SAOG (hereto referred as FINCORP) has prepared the information, analysis and expressed its opinion on the subject matter
of this report. The information contained has been obtained from sources believed to be reliable and in good faith, but which may not be verified independently. While
utmost care has been taken in preparing the above report, FINCORP makes no guarantee, representation or warranty, whether express or implied, and accepts no
responsibility or liability as to its accuracy or completeness of the data, being provided. All investment information and opinions are subject to change without notice. The
investor will indemnify FINCORP and its directors, officers, and employees against any loss or damage or other liabilities (including costs), which they may suffer as a result of

reliance on this report. This report is not to be relied upon in substitution for the exercise of independent judgment.

Also, not all customers may receive the material at the same time. This document is for private circulation and information purposes only. It does not and should not be
construed as an offer to buy or sell securities mentioned herein. FINCORP will not be liable for any direct or indirect losses arising from the use thereof, and the investors are
expected to use the information contained herein at their own risk. FINCORP and its affiliates or their officers, directors and employees may own or have positions in any
investment mentioned herein or any investment related thereto and from time to time add to or dispose of any such investment. FINCORP and its affiliates may act as
market makers or underwrite securities of companies discussed herein (or investments related thereto), and may sell them to or buy them from customers on a principal
basis and may also perform or seek to perform investment banking or underwriting services for or relating to those companies. Authors or contributors of this report could

have direct interest in the capital market or in the securities mentioned herein.

The investments discussed or recommended in this report may not be suitable for all investors. Investors must make their own investment decisions based on their specific
investment objectives and financial position, and using such independent advisors, as they believe necessary. Income from investments may fluctuate. The price or value of
the investments, to which this report relates, either directly or indirectly, may fall or rise against the interest of investors. This document is strictly for the use of recipients
only. None of the material provided herein may be reproduced, rewritten, rehashed, published, resold or distributed in any manner whatsoever without the prior and

explicit written permission of FINCORP.
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