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UAE Equity Research Sector: Banking Market: ADX

Abu Dhabi Islamic Bank (ADIB)

Current Price Target Price Upside/Downside (%)

AED 15.38 AED 15.00

4Q24 Net Profit lower than our estimate

e Net funded income grew 2.9% YOY to AED 1.7 Bn in 4Q24, driven strong growth in funded income
partially offset by an increase in funded expense.

e As per our calculation, NIMs fell 50 bps YOY to 3.1% in 4Q24, primarily due to decreased asset yield.

e Non-funded income decreased 1.0% YOY to AED 0.9 Bn in 4Q24, mainly due to lower fee and
commission income, partially mitigated by an increase in other non-funded income.

e The reported cost-to-income ratio fell 336 bps YOY to 29.6% in 2024, likely driven by strong revenue
growth and effective cost management.

e Impairments fell 9.3% YOY to AED 184 Mn in 4Q24, with cost of risk at 0.5% in 4Q24.

e Total assets grew 17.2% YOY and 1.5% QOQ to AED 226 Bn in 4Q24, mainly driven by growth in retail
and corporate banking financing and expansion in the investment portfolio.

e NPLs improved from 4.4% in 3Q24 to 4.0% in 4Q24, the lowest level since 1Q17, driven by proactive
legacy portfolio management and better underwriting standards.

e Net advances grew by 24.0% YQY and 5.5% QOQ to AED 143 Bn in 4Q24, primarily fueled by expansion
in retail and government financing.

e Deposits grew 16.3% YOY and 1.6% QOQ to AED 183 Bn, with CASA deposits accounting for 61.0% of
total deposits in 4Q24.

Earnings Call Summary

e ADIB expects the non-funded income to play a crucial role in the Bank’s growth in the declining rate
scenario.

e ADIB added 2,16,000 net customers in 2024 reflecting its strong ability to attract clients.

e The Bank’s NPLs improved significantly from more than 6% in 2023 to 4% in 2024.

e ADIB announced a cash dividend of 83 fils per share for 2024 compared to 71 fils per share in 2023.

e The Company’s strategic focus on revenue diversification led to a strong growth in non-core income.

e Interest rate sensitivity remained unchanged at 120 Mn impact on net income from 50 bps change in
net interest rates.

e ADIB has the highest market share in retail products like home finance and virtual finances.

e Recorded a healthy CASA ratio of 61% in 2024.

e ADIB’s business in Egypt contributed 10% of net revenue in 2024. The Egypt business withessed strong
local currency performance, but FX headwinds limited the profitability.

e ADIB’s vision 2035 technology part is classified into three parts, 1) leading with technology
advancements, 2) redefining client experience, and 3) ethical and sustainable ESG framework.

e Financing portfolio is expected to grow by mid-teens in 2025 with balanced growth across the retail and
corporate segment.

e Higher provisions in the 4Q24 are predominantly driven by the nuclear standards issued by CBUAE.

e NIMs are anticipated to stay stable and shall experience a gradual decline after the interest rate cut,
NIMs projected to trend toward 4% but will be managed carefully by the Bank.

e Competitive pressures will lead to some rate cuts in lending, but ADIB expects to offset this through
higher volumes and strategic pricing.

e ADIB has fully aligned its loan loss reserves to new standards, with no backlog expected in 2025.
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ADIB - P&L

AED mm 4Q23 3Q24 4Q24 4Q24F Var. YOY Ch QO0Q Ch
Net funded income 1,616 1,581 1,663 1,606 3.6% 2.9% 5.2%
Non-Funded Inc 984 1,064 974 1,120 -13.0% -1.0% -8.5%
Operating income 2,599 2,645 2,637 2,725 -3.2% 1.4% -0.3%
Operating expenses -876 -796 -821 -770 6.6% -6.3% 3.1%
Pre-provision inc. 1,724 1,850 1,817 1,956 -7.1% 5.4% -1.8%
Financing impairment -189 -46 -172 -184 -6.8% -9.3% 270.9%
Profit before NCI 1,534 1,804 1,645 1,772 -7.2% 7.2% -8.8%
NIC. & zakat -116 -265 -256 -258 -0.9% 121.4% -3.5%

Net Profit

FABS estimate & Co Data
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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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