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UAE Equity Research Sector: Banking Market: DFM

Dubai Islamic Bank (DIB)

Current Price Target Price Upside/Downside (%)

AED 6.30 AED 7.25

3Q24 Net Profit higher than our estimate

e Net funded income declined by 3.9% YOY to AED 2,144 Mn, primarily due to increased funded expenses.

e NIMs declined 30 bps YOY to 2.8%, owing to higher cost of funds.

e Non-funded income grew 19.8% YOY to AED 883 Mn in 3Q24, attributed to higher income from
investment property, increase in share of associates profit and higher income from property under
construction.

e Total general expenses rose 9.9% YOY to AED 869 Mn in 3Q24.

e The cost-to-income ratio grew 205 bps YOY to 28.7% in 3Q24.

e DIB recorded impairment reversals of AED 123 Mn in 3Q24, primarily due to the settlement of some key
legacy accounts and improving macro-economic environments in the country.

e The Bank incurred an income tax expense of AED 210 Mn in 3Q24, owing to the introduction of UAE
corporate tax.

e Total assets grew 5.0% YOY to AED 329 Bn in 3Q24. It also rose 2.0% QOQ primarily due to increased
financing and investment portfolio.

e NPL declined from 5.0% in 2Q24 to 4.3%, mainly due to the ongoing recoveries. In addition, total
coverage (including collateral) grew from 127% in 2Q24 to 138% in 3Q24.

e Gross customer financing grew 3.2% YOY and 3.5% QOQ to AED 215 Bn in 3Q24.

e Deposits grew 2.2% YOY and 1.2% QOQ to AED 237 Bn. CASA deposits contribution remained flat from
37% in 3Q23 to 38% in 3Q24.

Earnings Call Summary

e The Bank recorded strong growth in all its business segments owing to healthy business volumes and
a robust pipeline.

e DIB recorded a gross underwriting of AED 69 Bn on a 2024 YTD basis across all its business segments.

e Treasury portfolio grew 16% on a 2024 YTD basis, aligning with the Bank’s strategy to focus on long-
term investments amid a high-interest rate environment.

e DIB recorded a Return on Tangible Equity (ROTE) of 20% in 9M24, exceeding the 2024 year-end
guidance of 18%.

e The Bank recorded a cost-to-income of 28.1% in 9M24 and expects it to be around 27% in 2024.

e The Bank surpassed its year-end targets for financing and Sukuk investments, recording a 7% on a
2024 YTD basis compared to its 5% guidance for 2024. It is further revising its year-end guidance to
around 10% or more.

e DIB expects its normalized cost of risk for 2025 to range between 70-80 basis points, excluding
recoveries and settlements.

e The Bank anticipates its NIMs to accelerate in 2025, driven by its strategy to focus on fixed-rate
business, including consumer and fixed-income portfolios.

e DIB’s other income mainly comprises the income from the Bank'’s subsidiaries and associates and the
income from the sale of its Sukuk book.

e The Bank’s investment properties grew in 3Q24, mainly due to its strategy of selling real estate assets.

e DIB’s assets reprice faster than its liabilities, which takes approximately 6-9 months, which gives the
Bank an advantage in sustaining or improving its NIMs.
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DIB - P&L

AED mn 3Q23 2Q24 3Q24 3Q24F Var YOY Ch QO0Q Ch
Funded income 4,501 4,760 4,820 4,769 1.1% 7.1% 1.3%
Funded expense -2,271 -2,625 -2,676 -2,611 2.5% 17.8% 2.0%
Net funded income 2,230 2,135 2,144 2,157 -0.6% -3.9% 0.4%
Fees & commissions 385 429 330 433 -23.8% -14.4% -23.1%
Other non-funded income 352 496 553 301 84.0% 57.3% 11.6%
Non-Funded Income 737 924 883 734 20.4% 19.8% -4.5%
Operating income 2,967 3,060 3,027 2,891 4.7% 2.0% -1.1%
General expenses -791 -836 -869 -838 3.7% 9.9% 3.9%
Pre-provisioning profit 2,177 2,224 2,158 2,054 5.1% -0.8% -2.9%
Impairment charges -450 -354 123 -367 -133.4% -127.3% -134.7%
Profit before tax 1,727 1,870 2,281 1,687 35.2% 32.1% 22.0%
Tax -14 -157 -210 -143 46.6% NM 34.0%
Profit before NCI 1,713 1,713 2,071 1,543 34.2% 20.9% 20.9%
Non-controlling interests -65 -36 -41 -39 5.9% -37.1% 12.9%

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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