3Q23 Earnings Update: Saudi Reinsurance Co.

Symbol: 8200
Date 24/1/2024

Target Price: SAR 21.5/share

Saudi Reinsurance Co. (Saudi Re) Downside: 6.8%
Recommendation Hold | Higher reinsurance service expenses impacted profitability
Current Market Price (SAR) 23.1

. SaudiRe’s netincome fell 14.5% YoY (-43.2% QoQ) to SAR 34mn in 3Q2023, mainly

52wk High / Low (SAR) 24.7/13.9 due to lower reinsurance service results. However, higher net investment income
Mk. Cap. (USD/S.AR Mn) 549/2,060 partially offset the decline. The net margin dropped to 16.4% (-6.7ppts YoY, -
Shares Outstanding (mn) 89.1 21.7ppts QoQ).
Free Float (%) 93.4% . .
3m Average Vol. (000) 718.5 . Reinsurance revenue s'urged by 20.5% YoY (+31.8% QOQ) to SAR 207mn in 3Q2023.
3m Avg Daily Turnover (SAR'000) 14,826 For 9M2023, revenue increased by 4.1% YoY, reaching SAR 494mn.
P/E'24e (x) 15.8 | - Reinsurance service results amounted to SAR 29mn, witnessing a fall of 28.1% YoY
P/B"24e (x) 1.61 and 54.0% QoQ in 3Q2023. The decrease was mainly caused by a notable rise in
Source: Bloomberg reinsurance service expenses exceeding the growth in reinsurance service
revenue. Reinsurance results margin declined to 13.8% (-9.3ppts YoY, -25.7ppts
Relative Price Performance QoQ) in 3Q2023.
175 . Net investment income increased by 265.9% YoY (+0.8% QoQ) to SAR 15mn in
155 3Q2023 driven mainly by increased special commission income from time

deposits and debt securities, along with reduced credit impairment loss and loss

on assets held at fair value.

7 « For 9M2023, net income increased by 54.8% YoY to SAR 105mn mainly due to

: ‘ ; - reduction in reinsurance service expenses compared to last year while net margin
improved to 21.3% compared to 14.3% in 9M2022.

« For 9M2023, Saudi Re posted net investment income of SAR 40mn compared to a
net loss of SAR 3mn in 9M2022. The share of profit from equity accounted
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Key Indicators

SAR (mn) 2023e  2024e 2025e 2026e investees rose by 38% to SAR 44mn from SAR 32mn in 9M2022.
Reinsurance 704 739 776 815 ; ; ;
RS Outlook & Valuation: The KSA reinsurance market has experienced robust growth
Reinsurance driven by sustained positive regulatory reforms. Key regulatory measures, including
service (590) (618) (647) (678) . . ) )
expenses the successful implementation of the local cession mechanism and the gradual
Reinsufancel 115 123 130 138 enforcement of a minimum 30% local cession by FY25, with phase 1 mandating 20%
service result . . .
Reinsurance of reinsurance treaties by FY23, are expected to support the medium-term growth of
service result 16% 17% 17% 17% the reinsurance market. Furthermore, the enforcement of mandatory third-party
Margin (% - L .
N:trfi',:‘a(nc)ia, motor liability adds momentum to the domestic reinsurance market. As a leading
10 9 9 14 . S . - - . .
results reinsurer, Saudi Re is strategically positioned to capitalize on higher premium growth
N i . . .
petrensanet 13 140 153 in the medium to long term. Currently trading at a P/B of 1.80x, the stock commands
results a roughly 40% premium compared to the 3-year average P/B of 1.34x. Additionally,
Net Income 126 130 135 144 the stock has witnessed a significant 65% gain in the last year. This sharp increase,
Net margin (%) 18% 18% 17% 18% coupled with the premium valuation, suggests that the stock may have surpassed its
EPS (SAR) 1.41 1.46 151 1.62 underlying fundamentals. Based on the Residual income valuation, we arrive at a fair
ROE (%) 12% 11% 10% 10% value of SAR 21.5/share, offering a downside of 6.8% from the current level. Hence,
Source: Company Reports, Yageen Capital we recommend a Hold rating on the stock.
Financial Summary
SAR (mn) 3Q2023 3Q2022 YoY 2Q2023 QoQ
Major Shareholders (%) Reinsurance revenue 207 172 20% 157 32%
Reinsurance service expense (210) (146) 45% (49) 329%
Abdulatif Ali Abdulatif AlFozan 0.65% Reinsurance service result 29 40 -28% 62 -54%
Reinsurance service result Margin (%) 14% 23% 39%
Ahmed Mohammed Ahmed Sabbagh 0.40% Net financial results 7 3 144% (3) -344%
Mosa Abdulaziz Abdullah BinAkresh 0.13% Net reinsurance and investment 36 43 59
Source: Bloomberg, Yageen Capital results
Net Income 34 40 -14% 60 -43%
Net margin (%) 16% 23% 38%
EPS (SAR) 0.38 0.45 -14% 0.67 -43%

Source: Company Reports, Yageen Capital
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Price to Earnings Ratio Trend EPS (SAR) Trend
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Rating Methodology

Buy: The Target share price exceeds the current share price by > 10%
Hold: The Target share price is either more or less than the current share price by 10%

Sell: The Target share price is less than the current share price by > 10%

Disclaimer

Research report has been prepared by Yageen Capital, Riyadh, Saudi Arabia. It has been prepared for the general use of Yageen Capital’s clients and may not be
altered, redistributed, retransmitted, or disclosed, in whole or in part, or in any form or manner, without the express written consent of Yageen Capital. Receipt and
review of this research document constitute your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information
contained in this document prior to public disclosure of such information by Yaqeen Capital. The information contained was obtained from various public sources
believed to be reliable, and Yaqeen Capital makes no representations or warranties (express or implied) regarding the data and information provided and does not
represent that the information content of this document is complete, or free from any error, not misleading, or fit for any particular purpose. This research document
provides general information only, but we do not intend to provide personal investment advice and did not constitute an offer or an invitation to make an offer, to
buy/ sell/ hold any securities or other investment products. and it does not take into account the specific investment objectives, financial situation and the particular
needs of any specific person who may receive this report.

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment or investment strategies discussed in
this document and should understand that statements regarding future prospects may not be realized. Investors should note that the securities or other investments,
if any, may fluctuate and that the price or value of such securities and investments may rise or fall. Fluctuations in exchange rates could have adverse effects on the
value of or price of, orincome derived from, certain investments. Accordingly, investors may receive back less than originally invested. Yageen Capital or its subsidiaries
may own securities in one or more of the aforementioned companies, and/or indirectly through funds managed by third parties. The Investment Banking Group of
Yageen Capital maybe in the process of soliciting or executing fee earning mandates for companies that is either the subject of this document or is mentioned in this
document. Yageen officers (including research analysts) or Board of directors may have a financial interest in securities of the issuer(s) or related investments, including
long or short positions in securities, warrants, futures, or other financial instruments. Yageen Capital and employees shall not be liable for any direct, indirect or
consequential loss or damages that may arise, directly or indirectly, from any use of the information contained in this report.

Yageen Capital is a closed joint stock company licensed by the Saudi Arabian Capital Market Authority, License No (06020-37) to
provide services in Dealing, Custody, Managing, Arranging and Advising.

e 800 122 2992 | m @yageen-capital | @yageenCapital | yageen.sa Page | 2



