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UAE Equity Research Sector: Banking Market: DFM

Commercial Bank of Dubai (CBD)

Current Price Target Price Upside/Downside (%)

AED 9.40 AED 10.70

1Q26 Net Profit lower than our estimate

e Net funded income rose 2.4% YOY to AED 1.0 Bn in 1Q26, supported by lower funded expenses, partially
offset by a decline in funded income.

e However, calculated net interest margins (NIMs) declined by 27 bps YOY and 8 bps QOQ to 2.8% in
1Q26.

e Non-funded income grew strongly by 16.0% YOY to AED 447 Mn in 1Q26, driven by higher trading
income, fees and commissions, and other non-funded income.

e Operating expenses increased 5.8% YOY to AED 392 Mn in 1Q26. Consequently, the cost-to-income
ratio improved by 11 bps YOY to 26.9% in 1Q26.

e Net profit increased marginally 0.2% YOY to AED 830 in 1Q26, supported by strong non-funded income,
rise in net funded income and loan recoveries, partially offset by higher operating expenses, impairment
charges, and taxes.

e Net advances grew 5.3% YQY and 1.0% QOQ to AED 102.1 Bn in 1Q26, reflecting growth across most
sectors in the loan portfolio.

e Customer deposits increased 10.0% YOY but declined 1.5% QOQ to AED 109.6 Bn in 1Q26, with CASA
deposits accounting for 51.1% of total deposits in 1Q26.

e The loan-to-deposit ratio declined by 421 bps YOY but increased by 234 bps QOQ to 93.1% in 1Q26.

e The Bank’s CET1 and CAR ratios stood at 12.5% and 15.5%, respectively, in 1Q26.

Earnings Call Summary

e CBD expects mid-to-high single-digit loan growth in 2026 with sustained CASA momentum and ongoing
focus on operational efficiency.

e CBD’s reported net interest margin declined by 23 bps YOY to 2.83% in 1Q26, impacted by competitive
pressures and slightly higher funding costs toward the end of the quarter, along with the impact of
dividend payouts and timing differences in recoveries. The Bank further expects NIM to be 2.70% to
2.80% in 2026.

e CBD’s cost efficiency improved, with the cost-to-income ratio declining 11 bps YOY to 26.9% in 1Q26,
even as the bank continued investing in digitization. The Bank expects this ratio to remain less than
28% in 2026.

e The Bank's total assets declined 1.5% QOQ to AED 157.9 Bn in 1Q26 due to lower business activity in
March and a reduction in excess liquidity held earlier.

e The Bank’s CASA ratio improved from 48.9% in 4Q25 to 51.1% in 1Q26, reflecting a strong funding
profile supported by stable, low-cost deposits.

e CBD reported an NPL ratio of 3.55% and a coverage ratio at 104.72% in 1Q26, reflecting prudent
provisioning, including macroeconomic overlays.

e The Bank indicated limited impact on stressed sectors like travel, tourism, and events, with few deferral
requests, as disruptions were short-term and offset by strong Jan-Feb performance, while continuing
to support clients on a case-by-case basis.

e The Bank’s funding costs increased moderately following the rise in EIBOR, but the impact remained
limited as the bank did not need to aggressively reprice deposits amid a stable and liquid funding
environment with moderate growth.

e (CBD’s total impairments increased from AED 91 Mn in 1Q25 to AED 152 Mn in 1Q26, mainly due to
conservative macroeconomic overlays. This included higher weighting to adverse scenarios, lower
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weighting to upside scenarios, and additional provisions for potential declines in collateral values, rather
than any underlying deterioration in asset quality.

e The Bank primarily operates in the domestic UAE market with limited reliance on dollar funding and thus
does not face any concerns regarding USD liquidity.

e The Bank revised its outlook from three expected rate cuts to around one, highlighting uncertainty in
the macro environment and persistent inflation risks.

e The Bank increased its 2026 cost of risk guidance to less than 70 bps, driven by conservative
macroeconomic overlays, while emphasizing that this is not due to stress in real estate or mortgages
and the underlying loan book remains strong.

e CBD continues to see growth opportunities, especially in wealth management, while supporting
customers across mortgages, accounts, and credit cards, with a strong focus on delivering a seamless
digital experience.

CBD - P&L

AED Mn 1Q25 4Q25 1Q26 1Q26F Var YOY Ch QO0Q Ch
Funded income 1,831 1,977 1,821 2,004 -9.2% -0.5% -7.9%
Funded expense -845 -914 -812 -921 -11.8% -3.9% -11.2%
Net funded income 985 1,063 1,009 1,084 -6.9% 2.4% -5.1%
Fees and commissions 274 267 296 289 2.4% 8.0% 10.6%
Trading income 75 179 111 90 23.7% 47.6% -38.0%
Other non-funded income 37 10 41 18 122.8% 10.7% NM
Total non-funded income 386 456 447 397 12.8% 16.0% -1.9%
Total operating income 1,371 1,519 1,456 1,480 -1.6% 6.2% -4.1%
G&A expenses -351 -363 -359 -356 0.9% 2.5% -1.1%
Depreciation and amortization -20 -28 -32 -22 43.8% 65.0% 14.0%
Operating Expenses -370 -392 -392 -378 3.5% 5.8% 0.0%
Pre-provision profit 1,001 1,127 1,065 1,102 -3.4% 6.4% -5.5%
Impair allowance -116 -162 -180 -164 9.6% 54.4% 10.5%
Recoveries 31 51 46 44 6.5% 49.3% -8.3%
Impairment allow. on AFS inv. -5 -3 -19 -10 83.9% 252.7% NM
Profit before tax 910 1,012 912 971 -6.1% 0.3% -9.9%
Corporate tax -82 -91 -82 -87 -5.9% 0.5% -9.6%

Net Profit
FABS estimate & Co Data

Management Guidance:

2026e Financial Guidance ._ i

Loan Growth Cost of Risk Net Interest Margin Cost to Income Return on Equity
Mid to high (after tax)
single-digit oL . . .
percentage <70 bps 2.70% - 2.80% < 28% > 18%

growth
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Research Rating Methodology:

Rating Upside/Downside potential
BUY Higher than +15%
ACCUMULATE Between +10% to +15%
HOLD Lower than +10% to -5%
REDUCE Between -5% to -15%

SELL Lower than -15%
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DISCLAIMER

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and Commodities Authority,
licensing registration number 604002, and is a member of the Abu Dhabi Securities Exchange and Dubai Financial Market. The
information, opinions and materials contained in this report are provided for information purposes only and are not to be used,
construed, or considered as an offer or the solicitation of an offer or recommendation to sell or to buy or to subscribe for any
investment security or other financial instrument. The information, opinions and material in this report have been obtained
and derived from publicly available information and other sources considered reliable without being independently verified for
their accuracy or completeness. FABS gives no representation or warranty, express or implied, as to the accuracy and
completeness of information and opinions expressed in this report. Opinions expressed are current as of the original publication
date appearing on the report only and the information, including the opinions contained herein, are subject to change without
notice. FABS is under no obligation to update this report. The investments referred to in this report might not be suitable for
all recipients. Recipients should not base their investment decisions on this report and should make their own investigations,
and obtain independent advice, as appropriate. Any loss or other consequences arising from the uses of material contained in
this report shall be the sole and exclusive responsibility of the recipient and FABS accepts no liability for any such loss or
consequence. The value of any investment could fall as well as rise and the investor may receive less than the original amount
invested. Some investments mentioned in this report might not be liquid investments, which could be difficult to realise in cash.
Some investments discussed in this report could be characterised by high level of volatility, which might result in loss. FABS
owns the intellectual property rights and any other material contained in this report. No part of this report may be reproduced,
utilised or modified in any form either in whole or in part or by any electronic, mechanical or other means, now known or
hereafter invented, including photocopying and recording, or stored in any retrieval system without the prior consent of FABS
in writing. While utmost care has been taken to ensure that the information provided is accurate and correct, neither FABS, nor
its employees shall, in any way, be responsible for the contents. By accepting this document, the recipient agrees he/she has
read the above disclaimer and to be bound by the foregoing limitations/restrictions.
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