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Al Rajhi Bank 3Q26 Earnings Summary

RJHI’s 3Q26 results came mostly in line with our estimates. We were positively surprised by the
sequential NIM growth. USD 600mn AT1, which is cost free on the NSCI line, is likely to have
played a major role, along with repricing, selective growth, and NIM accretive securitization. The
unexpectedly strong NIM and loan growth (+3% Q/Q) was offset by lower non-interest income
(NIl). We have seen quite a few banks report lower NIl this quarter. On expenses, the bank
delivered a better than anticipated jaws ratio, leading to a higher than anticipated improvement
in the CIR to 21.2% vs. guidance of <23.0%. However, this was offset by a jump in provisions. The
counter balancing of the positives (NIM, CIR) and negative surprises (NIl, Provisions) offset each
other, leading to revenue and net income to come in line with our estimates. RJHI currently trades
with a PBV of 3.0x vs. a sector average of 1.4x. Our 3-year forward average RoE expectation (post-
ATT cost) stands at 21.5%.

As per SAMA data, QTD loan growth till August was only 1.3%, indicating that RJHI may have
outperformed banks in 3Q26. However, it must be noted that TH26 loan growth was near zero.
The shrinking of M1 is a more prominent concern, as it typically leads a slowdown in consumer
spending, significant for retail-weighted banks like RJHI.

Rating and Target Price:
We are Hold rated on RJHI with a target price of SAR 64.8 (7.7% upside).

Results vs. Consensus:

e Total income was in line with estimates.
e Net income was in line with estimates.

Key highlights

e NSCl rose 18% Y/Y and 4% Q/Q to SAR 8.61bn led by 20% Y/Y and 5% Q/Q increase in net
financing income, while net investment income rose 3% Y/Y but fell 6% Q/Q.

e  Reported NIM increased 53bps Y/Y and 6bps Q/Q to 3.52% in 3Q26.

e NIl fell 3%, both Y/Y and Q/Q to SAR 2.50bn. The Y/Y fall came from lower other operating
income and exchange income, partly offset by higher fees from banking services income. Q/Q
decline came from lower other operating income, partly offset by higher fees from banking
services and exchange income

e Total operating income rose 12% Y/Y and 2% Q/Q to SAR 11.12bn.

e  Operating expenses, ex provisions, rose 6% Y/Y but fell 2% Q/Q to SAR 2.36bn. Y/Y increase
was driven by higher general and administrative expenses and salaries and employee-related
benefits, partly offset by lower depreciation expense. The Q/Q decrease reflected lower general
and administrative expenses, partly offset by higher salaries and employee-related benefits and
depreciation expense. Consequently, the cost-to-income ratio (CIR), ex provisions, eased
122bps Y/Y and 80bps Q/Q to 21.2%.

e  Credit impairment provisions jumped 49% Y/Y but fell 3% Q/Q to SAR 852mn. Y/Y increase in
financing impairment charges was driven by a 10% increase in gross charges and a 13%
reduction in recoveries from written-off financing. Q/Q decrease in financing impairment
charges reflected a 4% decline in gross charges, partly offset by a 5% reduction in recoveries
from written-off financing. Cost of risk rose 14bps Y/Y but fell 2bps Q/Q to 0.44%.

e Netincome rose 12% Y/Y and 1% Q/Q to SAR 7.11bn in 3Q26. In 9M26 it rose 13% Y/Y to SAR
20.87bn led by an NSCI driven (+17%) growth in total income (+13%), partially offset by higher
opex (+12%) and provisions (+39%).
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40bps Q/Q to 110.7%.

@ BSF Capital

e Lending assets rose 2% Y/Y and 3% Q/Q to SAR 774.86bn, while customer deposits rose 1%
Y/Y and 3% Q/Q to SAR 700.28bn. Subsequently, headline LDR widened 170bps Y/Y but eased

e Total assets were up 2% Y/Y (+2% Q/Q) to SAR 1.08tn led by loans and advances.
e  Core interest-earning assets rose 2% Y/Y and 3% Q/Q, accounting for 88.6% of total assets in

3Q26, up Sbps Y/Y and 40bps Q/Q.

e Reported RoE stood at 23.2% (-46bps Y/Y and -52bps Q/Q), while RoA stood at 2.7% (+24bps

Y/Y, flat Q/Q).

e Balance sheet leverage stood at 7.0x in 3Q26 vs. 6.9x in 2Q26 and 7.7x in 3Q25.

3Q26 Snapshot:

SAR mln 3Q26
Net income from Financing 7,659
Net income from Investments 955
Net Interest Income 8614
Non-Interest Income 2,501
Total Income 11,115
Operating Expenses 2,357
Total provisions 852
Income before Zakat 7,906
Net Income 7,106
EPS 118
Assets 1,075 636
Investments 177,724
Loans & Advances 774,859
Deposits 700,277
Shareholders' Equity 154,521
Reported RoE (%) 232
Reported RoA(%) 27
Simple LDR (%) 107
Assets to Equity (x) 70
Cost of Risk (%) 0.44

2Q26

7.290
1.017
8,307
2,577

10,884
2,395
881
7.609
7,012
117
1,051,268
173,081
753,730
678,734
152,507
23.7

Source: Company Announcement

Public

3Q23

8,620
1350
9,970

-3,007
6,873
1,860

379
4833
4,155
0.69

800,799

127,798

590,826

565,719

102,280

Q%

5%
-6%
4%

1%

-52 bps
00 bps
-40 bps
1%

-02 bps

Y/Y %
20%
3%
18%
-3%
12%
6%
49%
11%
12%
12%
2%
-1%
2%
1%
12%
-46 bps
24 bps
170 bps
-9%
14 bps

9M26

22429
2,896
25,325
7.203
32,528
7.208
2,364
22955
20,870
3.48
1,075,636
177,724
774,859
700,277
154,521
233

9M25 Y/Y %
18,885 19%
2,811 3%
21,696 17%
6,989 3%
28,685 13%
6,447 12%
1,695 39%
20,543 12%
18,417 13%
3.07 13%
1,056,157 2%
178,782 1%
755,985 2%
693,905 1%
137,390 12%
236 -29 bps
24 25 bps
108.9 170 bps
77 -9%
031 10 bps
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Rating Framework

Buy

Shares of the companies under coverage in this report are expected to outperform relative to the sector or the broader market.

Hold
Shares of the companies under coverage in this report are expected to perform in line with the sector or the broader market.
Sell

Shares of the companies under coverage in this report are expected to underperform relative to the sector or the broader
market.

Important Disclaimer

BSF Capital is a Saudi closed joint stock company operating under a license issued by the Capital Market Authority (CMA), License No. (11153-
37), Unified Number 7001522544, Head Office: 8092 King Fahd Road, Riyadh 12313-3735, Kingdom of Saudi Arabia.

The information and materials contained in this advertisement are provided for general information purposes only and do not constitute a
recommendation, investment advice, an offer or invitation to purchase or sell any security. They should not be relied upon as the sole basis
for making any investment decision. Although such information has been obtained from sources believed to be reliable, BSF Capital does
not warrant its completeness, accuracy or freedom from error.

Investing in securities involves risks, and the prices of securities may fluctuate, which may result in the investor losing part or all of the
invested capital. Past performance of any security is not necessarily indicative of, nor a guarantee of, its future performance.

Certain securities may not be suitable for all investors. Securities denominated in foreign currencies may also be affected by fluctuations in
exchange rates. Certain securities may be illiquid or difficult to sell or liquidate, and their prices may be subject to significant fluctuations
depending on the nature of the security.

Before making any investment decision, investors should carefully review the relevant offering documents or other documents relating to
the relevant security, particularly the risk disclosures, terms and conditions, fees and expenses, assess the suitability of the investment in light
of their investment objectives and financial circumstances, and consider their ability to bear the associated risks. Investors should seek
independent advice from a financial or legal adviser where necessary.

BSF Capital conducts risk assessments and provides investment and brokerage services. It may also provide investment services, or such
services may be provided by companies with which it deals in securities. Such companies may be owned by BSF Capital, may own an interest
in BSF Capital, or may be companies in which BSF Capital has an interest. Certain products and securities referred to in this advertisement
may also be subject to applicable fees and taxes.

Saudi Fransi Capital
(Closed Joint Stock Company Owned by Banque Saudi Fransi)

Authorized and regulated under Capital Market Authority license 11153-37. The company is operating under commercial registration
1010231217 with a paid-up capital of SAR 500,000,000.

Head Office
8092 King Fahd Road | Riyadh 12313-3735 | Kingdom of Saudi Arabia

Mailing Address
P.O. Box 23454 Riyadh 11426 | Kingdom of Saudi Arabia
Tel: +966 11 282 6666 | 800 125 9999

www.bsfcapital.sa
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