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Investment Rating
wisk Rating [ N I

Earnings Recover on Lower Provisions
Overweight and 12M PT maintained

Q3 earnings saved by lower provisions build-up: Crédit Agricole
Egypt's (CAE) [CIEB] Q3 2021 stand-alone net profit inched up 2.9%
g/q to EGP403mn (+13.2% y/y in 9M 2021) after booking less
provisions of EGP5Tmn in Q3 2021 (-16.7% q/q, -1% y/y in 9M
2021). This came along with higher net interest income (NII) of
EGP735mn in Q3 2021 (+0.4% q/q, +1.4% y/y in 9M 2021) despite a
lower net fees and commissions income of EGP129mn (-9.6% qg/q,
Q3 2021: +15.8% y/y). Q3 2021 earnings came in 7% lower than our
estimates of EGP432mn, despite higher NIl (+4% variance vs. our
estimate of EGP707mn) and lower provisions (-24% variance vs. our
estimate of EGP67mn).

NIM narrows; ROAE normalizing: Net interest margin (NIM) fell to
5.6% in 9M 2021 (-68bps y/y) despite a 47bps lower cost of funds of
5.0%. ROAE slipped to 20.3% (-16bps y/y) on the back of lower
financial leverage and despite a lower effective tax rate and a stable
cost of risk.

Net loans recovered, but asset quality slipped slightly: Total
assets grew 10.2% ytd to EGP57bn by end of Q3 2021 as net
lending recovered by 10.1% ytd to EGP28bn. With deposits growing
9.7% ytd to EGP45.3bn, gross loans-to-deposits ratio stabilized at
65.4%. Asset quality, however, slipped slightly in view of a 30bps
higher non-performing loans (NPL) ratio of 3.4%. However, the
bank is leaning on a high provision coverage ratio of 148%.

Overweight and 12M PT maintained: CIEB is currently trading at a
TTM P/E of 5.8x and P/BV of 1.06x. Against the backdrop of Q3
2021 results, which came slightly lower than our expectations, we
are still counting on the bank to overcome the repercussions of
COVID-19, particularly in terms of lending recovery and asset
quality, to achieve our expected net profit of EGP1.6bn by end of
2021. Thus, we maintain our 12-month price target (12M PT) at
EGP33/share, implying an upside potential of 18%. Hence, we
maintain our Overweight rating.
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FINANCIAL KPIs (figures in EGPmn, unless otherwise noted)
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OPERATIONAL KPISs (figures in EGPmn, unless otherwise noted)
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Source: Bank reports, Prime Research.
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Gross loans-to-deposits ratio (GLDR)
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NPL coverage ratio
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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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