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Rating : BUY 

4Q22 Net Profit lower than our estimate 
National Bank of Ras Al-Khaimah (RAKBANK/the Bank) reported an 
increase in net profit from AED 224 Mn in 4Q21 to AED 288 Mn in 
4Q22, lower than our estimate of AED 402 Mn. The growth in the 
bottom line is driven by higher funded and non-funded income par-
tially offset by higher impairment charges. 
 
P&L highlights  
Interest income including income from Islamic financing rose 
54.9% YOY to AED 946 Mn in 4Q22 due to growth in net advances 
and rise in asset yield. Net advances rose 11.7% to AED 36.1 Bn in 
2022. Whereas, the Bank’s asset yield rose 76 bps YOY to 6.06% in 
4Q22.  Interest expense increased significantly from AED 63 Mn in 
4Q21 to AED 213 Mn in 4Q22 due to a rise in the cost of funds on 
account of an increase in benchmark interest rates. As a result, net 
funded income rose 34.0% YOY to AED 733 Mn in 4Q22. NIM also 
rose 58 bps YOY to 4.7% in 4Q22. Net Fees and Commissions de-
clined 5.1% YOY to AED 155 Mn in 4Q22. Other components of non
-funded income increased from AED 82 Mn in 4Q21 to AED 107 Mn 
in 4Q22 due to higher forex gain and increase in investment in-
come partially offset by decline in gross insurance underwriting 
profit. Foreign exchange gain almost doubled from AED 43 Mn in 
4Q21 to AED 81 Mn in 4Q22. As a result, total non-funded income 
rose 6.7% YOY to AED 262 Mn in 4Q22. Resultantly, net operating 
income rose 25.5% YOY to AED 995 Mn in 4Q22. Moreover, operat-
ing expenses rose marginally 0.1% YOY to AED 371 Mn in 4Q22. 
Cost-to-income ratio “C/I” decreased 341 bps QOQ to 37.3% in 
4Q22. Impairment charges increased significantly from AED 198 Mn 
in 4Q22 to AED 339 Mn in 4Q22 mainly due to an increase of AED 
141 Mn from 4Q21 due to conservative management measures 
taken in anticipation of the rapidly changing regulatory landscape, 
and uncertain global economy, and the rising interest rates envi-
ronment. 
  
Balance sheet highlights  
Total assets increased 18.1% to AED 66.5 Bn in 2022 mainly due 
to an increase in Bank’s investments and net advances. Net Ad-
vances increased 11.7% to AED 36.1 Bn in 2022 due to an increase 
in lending across all the segments. Customer deposits increased 
strongly 19.2% to AED 44.9 Bn in 2022 with an increase in CASA 
deposit from AED 30.0 Bn in 3Q22 to AED 31.5 Bn in 4Q22 com-
prising 70.4% of the total deposit. While total equity grew 7.7% to 
AED 9.0 Bn in 2022. 
 
Target price and rating 
We maintain our ‘BUY’ rating on RAKBANK with a target price of 
AED 5.85. The Bank reported strong profitability growth in 2022 
mainly driven by an increase in the Bank’s loan book and lower im-
pairments. RAKBANK also benefitted from the rising interest envi-
ronment due to a positive interest rate sensitivity gap. The Bank’s 
NIM rose 58 bps YOY and 33 bps QOQ to 4.7% in 4Q22 which is 
considered to be the highest in the industry. RAKBANK’s customer 
deposit also increased 19.2% to AED 44.9 Bn with a CASA ratio of 
70.4% in 4Q22 indicating strong franchise. Furthermore, the Bank 
also saw a significant increase in advances in its Wholesale, Retail, 
and Business Banking segments. Net advances increased to AED 
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36.0 Bn in 2022. The wholesale banking segment increased to AED 10.2 Bn in 2022 owing to the UAE's 
resilient economic environment and the Bank's strategic balance sheet diversification roadmap. Business 
banking segment rose 12.4% YOY to AED 9.0 Bn mainly due to an increase in Bank’s business loan and 
increase in trade and working capital loans portfolio. Furthermore, retail banking segment of the Bank 
increased to AED 102.8 Mn mainly due to the strong sales across different products. In addition, the 
Bank also announced the launch of a digital onboarding experience that will enable SMEs to apply busi-
ness loans, term and working capital finance through the Bank’s quick apply portal which will increase 
the Bank’s business banking going forward. The Bank is also planning to reduce its reliance on unsecured 
lending and increase the proportion of fee and non-financing income as well as drive cross-sell across all 
segments. RAKBANK’s asset quality also remained stable with an NPL ratio of 3.2% in 3Q22 with an in-
crease in provisioning coverage ratio from 156.1% in 3Q22 to 172.4% in 4Q22. Capitalization also re-
mained strong with a total CAR of 16.4% and a CET 1 ratio of 15.3% in 4Q22. RAKBANK declared a divi-
dend of 34 fils per share amounting to a dividend of 6.8%. Considering the aforementioned factors, we 
assign a ‘BUY’ rating to the stock. 

National Bank of Ras Al Khaimah (RAKBANK) - 4Q22 

RAKBANK - Relative valuation            

(at CMP) 2018 2019 2020 2021 2023F 2022 

P/E (x) 9.16 7.64 16.60 11.06 9.51 7.14 

P/B (x) 1.18 1.07 1.07 1.00 0.90 0.93 

Dividend Yield (%) 6.0% 6.0% 3.0% 4.5% 7.0% 6.8% 

FABS Estimates & Co Data       

RAKBANK - P&L                  

AED mm 4Q21 3Q22 4Q22 4Q22F VAR YOY Ch QOQ Ch 2021 2022 Change 

Interest income 497 657 805 758 6.1% 61.8% 22.5% 1,972 2,487 26.1% 

Interest expenses -47 -114 -179 -170 4.8% 279.6% 56.9% -197 -412 109.0% 

Net interest income 450 543 626 588 6.5% 39.1% 15.2% 1,774 2,074 16.9% 

Income: Islamic financing 113 134 141 146 -3.7% 24.4% 5.2% 455 506 11.3% 

Islamic profit distribution -16 -25 -34 0 NM 107.5% 38.4% -61 -91 50.4% 

Net Islamic financing 
income 

97 109 107 146 -26.9% 10.3% -2.3% 394 415 5.3% 

Interest Income 611 791 946 905 4.5% 54.9% 19.5% 2,426 2,993 23.4% 

Interest expense -63 -138 -213 -170 24.7% 235.2% 53.6% -258 -504 95.2% 

Net funded income 547 653 733 734 -0.2% 34.0% 12.3% 2,168 2,489 14.8% 

Net fees and commissions 163 164 155 165 -6.5% -5.1% -5.7% 687 658 -4.2% 

Foreign exchange gain 43 77 81 45 80.0% 87.2% 4.4% 161 218 35.8% 

Gross insurance under-
writing Profit 

12 0 3 0 1391.4% -71.2% NM 37 7 -80.6% 

Investment Income 7 -2 10 7 46.7% 49.9% -517.1% 80 8 -90.5% 

Other operating income 20 23 13 25 -50.2% -37.7% -45.6% 97 71 -26.5% 

Total non-funded in-
come 

245 262 262 243 7.7% 6.7% -0.3% 1,062 962 -9.4% 

Net operating income 792 915 995 977 1.8% 25.5% 8.7% 3,231 3,452 6.9% 

Operating expenses -371 -373 -371 -376 -1.3% 0.1% -0.4% -1,396 -1,484 6.4% 

Pre-provision profit 421 542 623 601 3.7% 47.9% 14.9% 1,835 1,967 7.2% 

Impairment -198 -191 -339 -200 68.9% 71.3% 77.5% -1,077 -804 -25.3% 

Profit for the year 224 351 285 401 -28.9% 27.3% -19.0% 758 1,163 53.4% 

Non-controlling interest 0 2 3 2 83.9% 6837.0% 85.4% -2 7 NM 

Net profit attributable 224 353 288 402 -28.4% 28.7% -18.5% 756 1,171 54.8% 

FABS estimate & Co Data 310 353 321 9.9% 54.8% 13.7% 756 1,252 65.6% 
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RAKBANK -  Key BS Items        

AED mm 4Q21 1Q22 2Q22 3Q22 4Q22 YOY Ch 

Net advances 32,284 33,946 33,981 34,196 36,071 11.7% 

QOQ change 2.6% 5.1% 0.1% 0.6% 5.5%  

Total assets 56,304 58,626 60,758 63,832 66,504 18.1% 

QOQ change 3.3% 4.1% 3.6% 5.1% 4.2%  

Customer deposits 37,647 38,458 39,552 40,255 44,871 19.2% 

QOQ change 1.8% 2.2% 2.8% 1.8% 11.5%  

Total equity 8,382 8,578 8,337 8,679 9,025 7.7% 

QOQ change 2.9% 2.3% -2.8% 4.1% 4.0%   

FABS estimate & Co Data       

RAKBANK - P&L KPI         

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

Net FI/OI 69.0% 71.3% 73.7% 465 236 67.1% 72.1% 499 

NIM 4.1% 4.4% 4.7% 58 33 4.2% 4.2% 6 

NIS 4.0% 4.2% 4.5% 44 26 4.1% 4.1% 1 

Fees & comms/OI 20.6% 17.9% 15.5% -502 -237 21.3% 19.1% -220 

Foreign exchange gain/OI 5.4% 8.5% 8.1% 267 -33 5.0% 6.3% 135 

Other  operating income/OI 2.6% 2.6% 1.3% -129 -127 3.0% 2.1% -94 

Invt Income/OI 0.9% -0.3% 1.0% 17 129 2.5% 0.2% -227 

Cost to income 46.8% 40.7% 37.3% -949 -341 43.2% 43.0% -20 

Impairment/PPP 46.9% 35.2% 54.3% 741 1914 58.7% 40.9% -1781 

NP/OI 28.2% 38.6% 28.9% 71 -965 23.4% 33.9% 1051 

ROAE 9.2% 13.1% 13.3% 408 22 9.4% 13.5% 414 

ROAA 1.4% 1.8% 1.8% 43 2 1.4% 1.9% 52 

FABS estimate & Co Data         
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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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