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Rating : REDUCE 

4Q22 Net Profit lower than our estimates 
United Arab Bank PJSC (“UAB”/ “The Bank”) net profit rose 40.2% 
YOY to AED 36 Mn in 4Q22, marginally lower than our estimate of 
AED 39 Mn. The increase in net profit is primarily driven by im-
proved operating performance partially offset by an increase in op-
erating expenses and impairments. 
 
P&L highlights  
UAB’s funded income rose 73.8% YOY to AED 189 Mn in 4Q22 
mainly due to a growth in asset yield partially offset by a decline in 
interest-earning assets. On the other hand, funded expenses al-
most doubled from AED 46 Mn in 4Q21 to AED 92 Mn in 4Q22 due 
to higher benchmark rates and change in mix. Thus, net funded 
income rose 55.1% YOY to AED 97 Mn in 4Q22. The Bank’s NIMs 
rose 48 bps QOQ to 2.9% in 4Q22. Fees and commission income 
fell 35.1% YOY to AED 8 Mn in 4Q22 while exchange income de-
clined 12.6% YOY to AED 5 Mn.  Moreover, the other non-funded 
income rose 22.2% YOY to AED 40 Mn in 4Q22 resulting in a 4.3% 
YOY growth in total non-funded income to AED 52 Mn in 4Q22. To-
tal operating expenses rose 7.1% YOY to AED 68 Mn at par with 
the previous quarter driven by the optimization of staff cost and 
G&A expenses. Moreover. the cost-to-income ratio declined from 
56.1% in 4Q21 to 45.3% in 4Q22 due to the company’s strategic 
cost optimization strategy. Furthermore, impairments almost dou-
bled from AED 24 Mn in 4Q21 to AED 46 Mn in 4Q22 which led the 
cost of risk to grow from 1.1% in 4Q21 to 2.2% in 4Q22 impacting 
profitability.  
 
Balance sheet highlights  
United Arab Bank’s net advances declined 7.4% to AED 7.6 Bn in 
2022. As a result, total assets declined 7.2% to AED 14.1 Bn in 
2022. Similarly, customer deposits fell significantly 17.7% YOY 
reaching AED 8.6 Bn in 2022 mainly due to a fall in term deposits. 
CASA deposits constituted 35.9% of the total deposit in 2022 
somewhat benefiting the NIMs. Total equity marginally decreased 
0.8% to AED 1.5 Bn in 2022. 
 
Target price and rating 
We revise our rating on United Arab Bank (UAB) from SELL to RE-
DUCE with an unchanged target price of AED 0.72. The stock cor-
rected 10.6% since last our SELL rating. UAB is showing early signs 
of improvement post-transformational strategy. The Bank NPL ratio 
declined from 11.4% in 3Q22 to 8.2% in 4Q22. The decline is 
mainly due to the write-off of loans as well as the transfer of loans 
from stage 3 to stage 2 in 4Q22. It added fresh slippages worth 
AED 153.7 Mn amounting to 1.9% of gross loans in FY2022. Stage 
2 loans also fell from 8.5% in 3Q22 to 7.7% in 4Q22 showing early 
signs of improvement. The coverage against NPLs improved from 
83.1% in 3Q22 to 94.3% in 4Q22 with additional collaterals of AED 
462.0 Mn in 4Q22. The Bank’s financing portfolio declined 7.4% 
YOY to AED 7.6 Bn in 4Q22. Deposits declined 17.7% YOY to AED 
8.6 Bn in 4Q22 and fell faster than advances leading the Bank to 
rely on other sources to fund its advances. This might pressurize 
the NIMs going forward. Thus, considering the abovementioned 
factors, we assign a REDUCE rating to the stock.  

Recommendation   

Current Price (02-Mar-23) 0.76 

Target Price (AED) 0.72 

Upside/Downside (%) -5.3% 

  

Stock Information   

Market Cap (mm) 1,567.54 

Paid Up Capital (mm) 2,062.55 

52 Week High 0.86 

52 Week Low 0.62 

3M Avg. daily value (AED) 179,442 

 

Financial Ratios  

Dividend Yield (12m) N/A 

Dividend Pay-out (%) 0.00 

Price-Earnings Ratio (x) 8.71 

Price-to-Book Ratio (x) 1.05 

Book Value (AED) 0.73 

Return-on Equity (%) 10.28 

Earning Per Share (AED) 0.09 

Beta 0.29 

  

Stock Performance   

5 Days -5.00% 

1 Months -10.59% 

3 Months -9.42% 

6 Months 8.57% 

1 Year 13.43% 

Month to Date (MTD) -5.47% 

Quarter to Date (QTD) -10.59% 

Year to Date (YTD) -10.59% 

Improved asset quality and a rise in NIMs boosted profitability 

First Look Note – 4Q22 

Sector: Banking 
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UAB-  Relative valuation            

(at CMP) 2018 2019 2020 2021 2023F 2022 

P/E (x) 20.30 NA NA 22.33 8.77 10.13 

P/B (x) 0.62 0.73 1.08 1.04 0.93 1.05 

FABS Estimates & Co Data       

UAB- P&L                  

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

Interest income 109 155 189 165 14.8% 73.8% 22.4% 478 584 22.2% 

Interest expense -46 -71 -92 -78 18.4% 99.2% 28.7% -200 -263 31.3% 

Net interest income 63 83 97 87 11.5% 55.1% 17.1% 278 322 15.8% 

Fees and commissions 12 12 8 12 -31.1% -35.1% -29.7% 47 47 0.0% 

Exchange income 5 5 5 5 -12.4% -12.6% -11.5% 19 19 2.7% 

Other non-funded inc. 32 8 40 8 NM 22.2% NM 106 113 6.5% 

Total non-funded inc. 50 25 52 25 110.7% 4.3% 109.7% 172 179 4.3% 

Total operating inc. 113 108 150 112 33.5% 32.5% 38.5% 450 501 11.4% 

Total operating exp. -63 -68 -68 -56 21.4% 7.1% 0.0% -244 -252 3.3% 

Pre provision profit 50 40 82 56 45.5% 65.0% 103.3% 206 249 20.9% 

Impairment -24 -5 -46 -17 170.4% 91.0% NM -136 -94 -30.6% 

Profit for the period 25 36 36 39 -9.0% 40.2% -0.2% 70 155 120.4% 

FABS estimate & Co Data          

UAB– KPIs         

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

Net FI/OI 55.5% 76.9% 65.0% 948 -1,188 61.8% 64.2% 243 

NIM 1.7% 2.4% 2.9% 114 48 1.9% 2.3% 45 

NIS 1.5% 2.1% 2.4% 95 38 1.7% 2.1% 44 

Fees & comms/OI 11.0% 10.7% 5.4% -563 -525 10.5% 9.4% -107 

Trading/OI 4.8% 5.0% 3.2% -163 -179 4.2% 3.9% -33 

Cost to income 56.1% 62.7% 45.3% -1,077 -1,744 54.2% 50.3% -392 

Impairment/PPP 48.8% 11.3% 56.5% 769 4,514 65.9% 37.9% -2,805 

NP/OI 22.5% 33.0% 23.8% 131 -923 15.6% 30.9% 1,528 

ROAE 4.7% 10.4% 22.4% 1,771 1,200 4.7% 10.3% 554 

ROAA 0.5% 1.0% 2.2% 172 120 0.5% 1.1% 59 

FABS estimate & Co Data         

UAB—Key BS items        

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

Net advances 8,213 7,884 8,374 7,788 7,604 -7.4% 

QOQ change 2.2% -4.0% 6.2% -7.0% -2.4%  

Total assets 15,180 14,021 14,748 14,066 14,080 -7.2% 

QOQ change 6.4% -7.6% 5.2% -4.6% 0.1%  

Customer deposits 10,406 10,120 10,517 9,241 8,569 -17.7% 

QOQ change 0.8% -2.8% 3.9% -12.1% -7.3%  

Total equity 1,512 1,501 1,402 1,383 1,499 -0.8% 

QOQ change 0.9% -0.7% -6.6% -1.3% 8.4%   

FABS estimate & Co Data       



 

3/3/2023  3 

United Arab Bank –4Q22  

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. 

FAB Securities Contacts: 

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%  

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 

    

mailto:ahmad.banihani@Bankfab.com
http://www.nbad.com/countries/en-ae/Brokerage/WhatWeOffer/Pages/OnlineTrading.aspx
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