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Dubai Islamic Bank (DIB)

Strong asset quality and lower impairments boosted profitability

4Q22 Net Profit in line with our estimate

Dubai Islamic Bank (“DIB”, “The Bank”) net profit increased
7.7% YOY to AED 1,412 Mn in 4Q22, slightly higher than our esti-
mate of AED 1,393 Mn. The increase in net profit is primarily driven
by the Bank’s strong growth in net funded income partially offset
by a decline in non-funded income and an increase in operating ex-
penses.

P&L highlights

Funded income rose significantly 63.3% YOY to AED 3,635 Mn in
4Q22. The increase in funded income was driven by a 217 bps YOY
increase in asset yield further supported by an increase in net fi-
nancing and Sukuk investments which grew 4.3% YOY to AED
238.3 Bn. Funded expenses also rose strongly from AED 577 Mn in
4Q21 to AED 1,414 Mn in 4Q22 mainly due to an increase in bench-
mark rates. As a result, net funded income recorded a 34.6% YQY
increase to AED 2,220 Mn in 4Q22. Thus, NIMs rose 89 bps YOY
and 12 bps QOQ to 3.37% in 4Q22. Non-funded income recorded a
decline of 4.8% YOY to AED 594 Mn in 4Q22 due to a decline in
fees and commission income and other operating income partially
offset by an increase in the share of profits from associates. Share
of associates rose from a loss of AED 1 Mn in 4Q21 to a profit of
AED 42 Mn in 4Q22 . Resultantly, total operating income rose
23.8% YOY to AED 2,814 Mn in 4Q22. Operating expenses rose
5.7% YOY to AED 693 Mn in 4Q22, owing to the Bank’s continued
investment in the system and operational infrastructure. However,
the cost-to-income ratio declined 423 bps YOY to 24.6% in 4Q22.
Impairments charges increased significantly from AED 274 Mn in
4Q21 to AED 653 Mn in 4Q22. Tax expenses rose from AED 6 Mn in
4Q21 to AED 18 Mn in 4Q22 dragging profitability. Share to NCI
increased from AED 25 Mn in 4Q21 to AED 39 Mn in 4Q22.

Balance Sheet highlights

The Bank’s net financing declined marginally 0.3% YOY and 0.6%
QOQ to AED 186 Bn in 2022 due to early prepayments of AED 14
Bn and AED 15 Bn in the corporate and consumer segments as a
result of excess liquidity and higher interest rate partially offset by
an increase in the consumer loan portfolio. While total assets rose
3.3% YOY to AED 288 Bn in 2022 majorly due to an increase in
cash balance and a rise in the Sukuk investments. Customer de-
posits declined 3.5% YOY to AED 198.6 Bn in 2022. CASA deposits
increased from AED 77 Bn to AED 87 Bn and now account for
44.0% of total deposits in 2022. The increase in CASA deposits was
mainly due to a rise in the Bank'’s corporate funding base. Further-
more, the total equity of the Bank rose 8.0% YOY to AED 33 Bn in
2022.

Target price and rating

We maintain BUY rating on DIB with a target price of AED 7.00.
The Bank held ample liquidity which will boost the credit growth in
2023. It also plans to deepen relationship with the government,
public and large corporates to boost credit demand and anticipates
it to grow by 5% in 2023. DIB reported cost-to-income ratio of
26.1% in 2022, the lowest amongst the banking sector in UAE. It
plans to undertake initiatives to reduce it further. Furthermore, the
NPL ratio declined marginally from 6.74% in 3Q22 to 6.67% in
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Financial Ratios

Dividend Yield (12m) 4.37

Dividend Pay-out (%) 42.94
Price-Earnings Ratio (x) 8.19
Price-to-Book Ratio (x) 1.25
Book Value (AED) 4,57
Return-on Equity (%) 15.87
Earning Per Share (AED) 0.70
Beta 0.88

Stock Performance

5 Days -0.71%
1 Months -1.23%
3 Months -3.26%
6 Months -4.25%
1 Year 2.36%
Month to Date (MTD) -1.23%
Quarter to Date (QTD) -1.23%
Year to Date (YTD) -1.23%
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4Q22 mainly due to the ongoing recoveries with a coverage ratio of 78% in 4Q22. Stage 2 loans also de-
clined from AED 19.8 Bn in 2021 to AED 15.6 Bn in 2022 indicating the Bank’s strong asset quality trend.
It reduced its real estate exposure from 23% in 2021 to 20% in 2022 will further aid the asset quality.
The net financing and sukuk investment of the Bank grew 4.3% YOY to AED 238.3 Bn in 2022. The capi-
talization also remained healthy with a capital adequacy ratio of 17.6% and CET 1 ratio stood at 12.9%
in 4Q22. Recently the Bank also partnered with AL Ramz to leverage capital markets services and expand
financial offerings to its customers. This partnership enables the Al Ramz to provide DIB’s clients the bro-
kerage and associated services. Considering all these factors, we maintain our BUY rating on the stock.

DIB - Relative valuation

(at CMP) 2018 2019 2020 2021 2022 2023F
P/E (x) 7.92 8.27 15.12 10.86 8.20 7.18
P/B (x) 1.56 1.47 1.45 1.35 1.25 1.13
Dividend Yield (%) 6.1% 6.1% 3.5% 4.4% 5.2% 6.1%

FABS Estimates & Co Data

DIB - P&L

AED mm 4Q21 3Q22 4Q22 4Q22F VAR YOYCh QOQCh 2021 2022 Change
Funded income 2,226 3,112 3,635 3,344 8.7% 63.3% 16.8% 9,013 11,739 30.2%
Funded expense -577 -994 -1,414 -1,138 24.3% 145.2% 42.3% -2,373 -3,634 53.1%
Net funded income 1649 2,119 2,220 2,206 0.7% 34.6% 4.8% 6,639 8,105 22.1%
Fees & commissions 404 330 365 340 7.3% -9.8% 10.5% 1,655 1,601 -3.3%
Other non-funded income 219 165 229 158 45.0% 4.5% 39.0% 1,127 762 -32.4%
Non Funded Income 623 495 594 498 19.2% -4.8% 20.0% 2,782 2,363 -15.1%
Operating income 2,273 2,613 2,814 2,704 4.1% 23.8% 7.7% 9,422 10,467 11.1%
General expenses -656 -685 -693 -708 -2.1% 5.7% 1.1% -2,529 -2,733 8.1%
Pre-provisioning profit 1,617 1,928 2,121 1,996 6.3% 31.2% 10.0% 6,892 7,734 12.2%
Impairment charges -274 -502 -653 -550 18.7% 137.9% 29.9% -2,448  -2,103 -14.1%
Profit before tax 1,343 1,426 1,469 1,446 1.6% 9.4% 3.0% 4,444 5,631 26.7%
Tax -6 -25 -18 -29 -38.5% 204.5% -29.4% -38 -79 107.9%
Profit before NCI 1,337 1,401 1,451 1,417 2.4% 8.5% 3.6% 4,406 5,552 26.0%
Non-controlling interests -25 -24 -39 -24 62.5% 53.6% 62.5% -15 -77 415.2%

Profit for the period
FABS estimate & Co Data

DIB - Margins

4Q21 3Q22 4Q22 YOY Ch QOQ Ch 2021 2022 Change

Net FI/OI 72.6% 81.1% 78.9% 634 -217 70.5% 77.4% 696
NIM 2.5% 3.2% 3.4% 89 12 2.5% 3.0% 54

NIS 2.4% 3.0% 3.0% 67 2 2.4% 2.8% 47

Fees & commissions/OI 17.8% 12.6% 13.0% -483 33 17.6% 15.3% -227
Other non-funded/OI 9.6% 6.3% 8.1% -151 183 12.0% 7.3% -469
Cost to income 28.8% 26.2% 24.6% -423 -160 26.8% 26.1% -73
Impairment/PPP 17.0% 26.1% 30.8% 1380 472 35.5% 27.2% -833
NCI/PBT 1.9% 1.7% 2.7% 79 97 0.3% 1.4% 105
NP/OI 57.7% 52.7% 50.2% -754 -251 46.6% 52.3% 570
ROAA 1.5% 1.9% 1.9% 40 2 1.5% 1.9% 39

ROAE 14.5% 17.0% 16.8% 224 -22 14.8% 17.2% 237

FABS estimate & Co Data
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DIB- Key B/S Items

AED mm 4Q21 1Q22 2Q22 3Q22 4Q22 YOY Ch
Net advances 186,691 190,715 194,359 187,231 186,043 -0.3%

QOQ change -3.1% 2.2% 1.9% -3.7% -0.6%

Total assets 279,082 287,226 282,218 274,856 288,238 3.3%

QOQ change -3.6% 2.9% -1.7% -2.6% 4.9%

Customer deposits 205,845 204,476 202,214 186,512 198,637 -3.5%
QOQ change -3.9% -0.7% -1.1% -7.8% 6.5%

Total equity 30,602 29,958 31,024 32,230 33,039 8.0%

QOQ change 2.6% -2.1% 3.6% 3.9% 2.5%

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%

FAB Securities Contacts:

Research Analysts

Ahmad Banihani +971-2-6161629 ahmad.banihani@Bankfab.com

Sales & Execution

Abu Dhabi Head Office

Trading Desk +971-2-6161700/1  Online Trading Link
+971-2-6161777
Institutional Desk +971-4-4245765
Sales and Marketing +971-2-6161703
DISCLAIMER

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and Com-
modities Authority, licensing registration number 604002, and is a member of the Abu Dhabi Securities Ex-
change and Dubai Financial Market. The information, opinions and materials contained in this report are pro-
vided for information purposes only and are not to be used, construed, or considered as an offer or the solici-
tation of an offer or recommendation to sell or to buy or to subscribe for any investment security or other fi-
nancial 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 accu-
racy 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 con-
sequence. 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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