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Al Rajhi reported preliminary 2Q09 net profit of SAR 1,771mm (+1.6% yoy, 2.3%
qoq) in line with our expectation of SAR 1,727mm. Total revenues rose by 6%
qoqg, showing resilience in both the funded and unfunded businesses. While
Al Ra]hl interest income saw a healthy growth on a flat loan book, the non-investment
ST Rating: Market Perform income is where the major growth came from, rising 23.3% qoq to SAR 562 mm
for the quarter. On the interest income front, the bank enjoys a 250 bp margin
advantage on other Saudi banks and continues to display the ability to do so in the
future.

Al Rajhi Bank 2Q09 Results

LT Rating: Outperform

Preliminary results have not broken out the provisioning amount from the non-
interest expense amounts. We estimate non-interest related expenses at SAR
720mm (flat qoq), leaving us with estimated provisions for loan losses of SAR
410mm, higher then Q109 provisions by 42.2%. The bank has a predominantly
retail franchise and the higher provisioning points to more expected stress in the
sector. NPL and coverage ratio were last reported at the end of 2008 at 1.2% and
191.2%, respectively.

Although loans grew by a small amount (+0.8% qoq) and deposits were flat in the
quarter, Al Rajhi was able to grow the revenue and net income lines. This came
on the back of maintaining high margins and recovery in the non-funded business,
despite the continued build up in provisioning. Although the balance sheet has
not expanded by much, the macro-economic environment in the country is
stressed (especially in light of the Saad and Al Gosaibi news flow), we believe the
prudent new loan origination is the right strategic direction.

The bank managed to increase or maintain margins, grow the revenues and
bottom line while still being conservative in growing the provisions for loan
losses. The bank curtently trades at a 09E P/B of 3.3x, the most expensive in the
Saudi market. However, the bank has displayed the ability to maintain strong
margins (250 bp above competition) and low costs (efficiency ratio of 26% vs. a
peer average of 30%). We maintain our LT ‘Outperform’ rating on the stock with
a TP of 80.4 an upside of 25.6%
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SAR Millions, except per share data 2Q08 1Q09 2Q09 yoy qoq
Net Interest Income 2,140 2,284 2,339 9.3% 2.4%
Non-Interest Income 577 456 562 -2.6% 23.3%
Total Income 2,717 2,740 2,901 6.8% 5.9%
Do nto Bur]' Dubai Non-Interest Expense (698) (720)  (719.8) * 4.3% 0.0%
Provision for Loan Losses (PLL) 277) (288) (410.2) * 68.8% -68.5%
Emaar Square Net Income for Shareholders 1,742 1,732 1,771 1.6% 2.3%
Building 4, Office 302 Net Loans and Advances 125261 143,116 144,500 15.2% 0.8%
Sheikh Zayed Road Total Assets 150,039 162,211 165,000 10.0% 1.7%
P. O. Box 119930, Dubai, UAE Customer Deposits 113,028 123,088 123,000 8.8% -0.1%
Loans/Deposits 111% 116% 117%
T +971 4 360 1111 Efficiency Ratio -25.7% -26.3% -24.8%
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Robert McKinnon +971 4 360 11 17 Irfan Ellam +971 4 360 11 53
Institutional Sales & Trading Bobby Sarkar +971 4 360 11 68
Ashraf Abu Shakra +971 4 369 66 01 Deepak Tolani, CFA +971 4 360 11 52
Khamis Shennawi +971 4 360 11 10 Mala Pancholia +971 4 360 11 54
Kamal Samarrai +971 4 360 11 05

Jalal Faruki +971 4 360 11 03

Carlo Dalafu +971 4 360 11 04

All Desks Numbers +971 4 360 11 00

Disclaimer: This report is not an offer to buy or sell nor a solicitation to buy or sell any of the securities mentioned within. The information and
recommendations contained in this report were prepared using information available to the public and sources Al Mal Capital believes to be reliable.
Al Mal Capital PSC does not guarantee the accuracy of the information contained within this report and accepts no responsibility or liability for losses
or damages incurred as a result of investment decisions taken based on information provided or referred to in this report. Any analysis of historical
facts and data is for information purposes only and past performance of any company or security is no guarantee or indication of future results. Al Mal
Capital PSC, or its “related group companies” (which may include any of its branches, affiliates and subsidiaries) or any director(s) or employee(s) of
the said companies, individually or collectively, may from time to time take positions or effect transactions related to companies mentioned in this
report. Al Mal Capital PSC and its related group companies may have performed or seek to perform investment banking or any other financial or
advisory services for the companies mentioned in this report.



