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KEY STOCK STATISTICS
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12M PT
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Challenging Year, Yet Growth Continues
Overweight and 12M PT maintained

Four years of consecutive growth: EFG Hermes Holding [HRHO]
achieved net revenue growth for the fourth year in a row, reaching
EGP5.4bn (+12% y/y). Yet, earnings slipped to EGP1.3bn (-5% y/y)
which offset revenue growth, nudging ROAE down to a single-digit
rate of 9%. The investment banking platform dominated 75% of
revenues and 80% of earnings. Meanwhile, the NBFS platform is
steadily growing with all its constituents now generating positive
earnings. We see HRHO's 2020 results as positive overall due to a
resilient revenue growth in a puzzling year in which we had
expected both lines to show weaker performance.

Investment banking platform stands on solid ground: Although
expected to feel the brunt of the COVID-19-driven retreats in
capital markets, the IB platform produced revenue growth of 13%
y/y. We attribute this growth to HRHO's ability to keep heads above
water, mainly resting on (1) its Vortex exit in Q3 2020 with a capital
gain of GBP1.6mn reflecting in the platform’s income statement, (2)
an increase in asset management's AUMs to USD3.3bn (+32% y/y)
and a consequential y/y surge of 46% in revenues, and (3) the solid
performance of Treasury on the back of higher realized gains which
increased revenues to EGP1.9bn (37% y/y).

Progressing gradually: The NBFS platform has been growing
steadily since its inception in 2015. The year 2020 saw ValU turn
profitable starting Q1 2020 and booking profits of EGP13mn in
2020 (vs. a loss of EGP40mn a year earlier). Also, EFG's factoring
business broke even in H1 2020 and turned profitable in H2 2020
after being merged with EFG Leasing to become EFG Corp.
Solutions. EFG Leasing almost doubled its market share to 8.96% in
2020, securing a spot in the top five leasing companies in Egypt.
Meanwhile, Tanmeyah’'s ROAE fell to 32% from 72% in 2019 as
bottom line plunged to EGP229mn (-44% y/y) on account of
booking provisions of EGP160mn, although net revenues grew at
3% y/y to EGP1.07bn.

Overweight and 12M PT maintained: HRHO currently trades at a
P/E of 8.5x and a P/BV of 0.8x. In view of 2020 results, we maintain
our 12M PT at EGP17.7/share (+24%).
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Summary Financials

Net Revenues

All figures in EGPmn 2019a 2020a % chg. Prime est. % var.
Total 4,812 5,406 12% 4,849 11%
IB Platform 3,570 4,062 14% 3,555 14%
Holding & Treasury 1,410 1,938 37% 1,693 14%
Investment Banking 328 237 -28% 172 37%
Asset Management 283 413 46% 244 69%
Brokerage 1,208 1,007 -17% 935 8%
Private Equity 341 468 37% 511 -8%
NBFS Platform 1,240 1,397 13% 1,293 8%
Leasing 157 184 17% 176 5%
Microfinance 1,048 1,077 3% 1,006 7%
Consumer Finance 25 111 344% 85 31%
Factoring 9 25 179% 27 -5%
Adjustments 2 (54)
__ NetProfit |
All figures in EGPmn 2019a 2020a % chg. Prime est. % var.
Total 1,378 1,306 -5% 1,194 9%
IB Platform 959 1,041 9% 922 13%
Holding & Treasury 483 744 54% 377 97%
Investment Banking 141 59 -58% 72 -19%
Asset Management 49 78 58% 32 145%
Brokerage 75 (64) na 34 na
Private Equity 211 224 6% 407 -45%
NBFS Platform 438 300 -32% 289 4%
Leasing 84 55 -34% 68 -19%
Microfinance 407 229 -44% 201 14%
Consumer Finance (40) 13 -131% 16 -20%
Factoring (12) 3 -129% 4 0%
Minorities (19) (35) (17)
Figures as stated separately 2019a 2020a % chg. Prime est. % var.
Group
EPS (EGP/share) 1.8 1.7 -6% 1.6 6%
ROAE (%) 10% 9% -10% 9% 0%
NPM (%) 21% 20% -5% 20% 0%
IB Platform
Investment Banking Transactions Value (USDbn) 34 17 -50% 1.6 5%
Asset Management AUMs (USDbn) 2.5 3.3 32% 2.8 18%
Brokerage Group Executions (USDbn) 337 49.9 48% 339 47%
NBFS Platform
Leasing O/S Portfolio (EGPmn) 3,437 4,739 38% 4,621 3%
Microfinance O/S Portfolio (EGPmn) 3,199 3,009 -6% 3,162 -5%
Consumer Finance O/S Portfolio (EGPmn) 362 832 130% 724 15%
Factoring O/S Portfolio (EGPmn) 369 819 122% 1,114 -26%

Source: Company reports, Prime Research.
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Results in Charts

HRHO Group’s ROAE
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Net Revenue Contribution % by Platform (EGPmn)
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Leasing O/S Portfolio (EGPmn) 4,739

3,437
2,921

2017a 2018a 2019a 2020a

Source: Company reports, Prime Research.
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Disclaimer

Information included in this report has no regard to specific investment objectives, financial situation, advices or particular needs of the report users
whether they received them directly or through any research pool and other specialized websites. The report is published for information purposes only
and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. Unless specifically stated otherwise, all
price information is only considered as indicator. No express or implied representation or guarantee is provided with respect to completeness, accuracy
or reliability of information included in this report. Past performance is not necessarily an indication of future results. Fluctuation of foreign currency
rates of exchange may adversely affect the value, price, or income of any products mentioned in this report. Information included in this report should
not be regarded by report users as a substitute for the exercise of their own due diligence and analysis based on own assessment and judgment criteria.
Any opinions given are subject to change without notice and may significantly differ or be contrary to opinions expressed by other Prime business areas
as a result of using different assumptions and criteria. Prime Group is under no obligation responsible to update or keep current the information
contained herein. Prime Group, its directors, officers, employees or clients may have or have had interests or long or short positions in the securities
and/or currencies referred to herein, and may at any time make purchases and/or sales in them as principal or agent. Prime Group, its related entities,
directors, employees, and agents accept no liability whatsoever for any loss or damage of any kind arising from the use of all or part of these information
included in this report whether it is received directly or through research pools and other specialized websites. Certain laws and regulations impose
liabilities which cannot be disclaimed. This disclaimer shall, in no way, constitute a waiver or limitation of any rights a person may have under such laws
and/or regulations. Furthermore, Prime Group or any of the group companies may have or have had a relationship with or may provide or have
provided other services, within its objectives to the relevant companies.

Copyrights © 2021, Prime Group, ALL RIGHTS RESERVED. You are hereby notified that distribution and copying of this document is strictly prohibited
without the prior approval of Prime Group.
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