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UAE Equity Research Sector: Banking Market: DFM

Emirates NBD (ENBD)

Current Price Target Price Upside/Downside (%)

AED 26.10 AED 27.00

2Q25 Net Profit higher than our estimate

e Net funded income rose 5.5% YOY to AED 8.4 Bn in 2Q25 due to growth in interest-earning assets,
partially offset by lower asset yield and an increase in interest-bearing liabilities.

e Reported Net interest margin fell 23 bps YOY and 22 bps QOQ to 3.36% in 2Q25 due to the impact of
interest rate changes in UAE and Turkey.

e Non-funded income rose significantly 32.9% YOY to AED 3.7 Bn in 2Q25, owing to solid performance
across the card business, higher investment banking, trade finance & wealth management income, and
increased customer lending.

e The reported cost-to-income ratio increased from 28.5% in 2Q24 to 29.7% in 2Q25. Operating expenses
increased 18% YOY to AED 3.6 Bn in 2Q25 due to continued investment in technology, talent, and digital
transformation to enhance long-term competitiveness, especially in Al and advanced analytics.

e The Bank witnessed an impairment charge of AED 187 Mn in 2Q25 compared to reversal of AED 1,350
Mn in 2Q24.

e Net profit fell by 10.7% YOY to AED 6.3 Bn in 2Q25, mainly due to an increase in operating expenses,
tax expenses, and impairment charge compared to an impairment reversal during the same quarter in
the previous year. The decline in net profit is partially offset by a rise in net funded and non-funded
income.

e Total assets grew 16.6% YOY to AED 1,085.6 Bn in 2Q25.

e The reported NPL ratio declined 140 bps YOY and 30 bps QOQ to 2.8% in 2Q25 due to solid recoveries.
Also, the reported NPL coverage ratio declined from 158% in 1Q25 to 155% in 2Q25.

e Capitalization stood strong with CAR 17.0% and CET1 of 14.7% in 2Q25.

e Deposits grew 5.6% QOQ and 18.0% YOY to AED 736.7 Bn, while net advances grew 4.7% QOQ and
14.3% YOY to AED 545.2 Bn in 2Q25.

Earnings Call Summary

e Net interest margin (NIM) stood at 3.36% in 2Q25, a slight decline from the previous quarter, reflecting
changing interest rate cycles. The management expects margins to remain resilient, albeit under mild
pressure in 2H25.

e International operations contributed 42% to total income, with strong performances in Egypt, Turkey
(DenizBank), and Saudi Arabia, aligned with ENBD’s strategy of geographic diversification, which gives a
solid competitive advantage. Achieved a double-digit loan growth in all markets during 2Q25 - Egypt,
KSA, London, Singapore, and India.

e ENBD is accelerating Al integration and digital product rollouts, emphasizing transformation to stay ahead
in customer experience and operational efficiency.

e Management raised its full-year loan growth outlook, now expecting double-digit growth, supported by
strong growth in 1H25.

e Introduced a co-branded “SHARE” credit card with the Majid Al-Futtaim Group’s platform, reaching
10,000 issues faster than any other card, highlighting digital innovation and fintech collaboration success.

e Unveiled new products such as gold financing, fuel hedging, and structured product offerings, expanding
to new revenue streams to earn higher non-core income.

e AUM surged to USD50Bn, aided by rising demand from affluent and regional clients, cementing its
position as a wealth-management leader.
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e NPLs fell to 2.8% in 2Q25, mainly driven by recoveries and a continued buoyant property market.

e ENBD expects no more recoveries in 2H25, until they receive cash. Recovery outcomes remain uncertain,
but if more are crystallized, as seen in recent quarters, they could support the cost of risk outcomes at
the lower end of guidance or slightly better.

e ENBD issued AED 11 Mn in Sukuk as it had an AED 12 Bn long-term debt maturing in 2025. Additionally,
DenizBank upsized its loan syndication to AED 1.1 Bn along with extending duration.

e The Bank views India as a key growth market, supported by robust capital flows and growing trade ties
between the UAE and India.

e ENBD’s strong provision enabled it to quickly write off its NPLs, unlike other banks which relied on the 5-
year write-off relief allowed by the Central Bank. Additionally, most recoveries came from the UAE rather

than DenizBank.

ENBD - P&L

AED Mn 2Q24 1Q25 2Q25 2Q25F Var. YOY Ch QO0Q Ch
Net funded income 7,940 8,455 8,376 8,612 -2.7% 5.5% -0.9%
Non-Funded Income 2,774 3,420 3,687 3,321 11.0% 32.9% 7.8%
Operating income 10,714 11,875 12,063 11,933 1.1% 12.6% 1.6%
Operating expenses -3,041 -3,676 -3,587 -3,699 -3.0% 18.0% -2.4%
Impairment charges 1,350 465 -187 -538 -65.3% NM NM
Profit before tax 9,023 8,664 8,289 7,695 7.7% -8.1% -4.3%
Tax -1,224 -1,546 -1,372 -1,154 18.9% 12.1% -11.3%

Profit for the period
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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