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Key Stock Statistics
Shares outstanding (mn) 2,155
Free float 5.0%
Market cap (mn) EGP40,289
Market cap (mn) USD2,554
52w range (EGP/share) 13.0-20.0
EGP100 invested 5y ago EGP160
TTM EPS EGP3.54
TTM P/E 5.3x
P/BV 0.87x
2022e EPS EGP4.41
2022e P/E 4.24x
2022¢e P/B 0.78x
Last fiscal year's DPS EGP0.0
Dividend yield 0.0%
5Yr beta 0.6
3Y Proj. EPS CAGR 20%

12M PT
EGP19.5 (+4%)

set on 7 Dec 2021

-

Slow Earnings Pace Despite Assets Growth
Downgrade to Neutral on recent price rally

Subdued earnings growth on a provisions related house-
cleaning job: QNB Alahli [QNBA] has reported its consolidated
2021 figures, with a bottom line of EGP7.6bn (+2% y/y) on a higher
net interest income (NII) of EGP15.3bn (+5% y/y). Net earnings
came in slightly below our estimates of EGP7.8bn (-3% vs. PRe).
QNBA managed to achieve NIl growth despite a y/y drop in NIM, in
light of a strong interest earnings assets (IEA) growth. We note that
the annual slippage in NIM is a product of lower yields on IEA, as
the impact of the rate cuts in 2020 materialized. Also, weak earnings
growth was the product of booking yet another round of hefty
credit provisions, which amounted to EGP2.3bn (+6% y/y).

ROAE weakened on muted earnings growth: Total assets grew
boldly by 24% y/y, as the bank managed to grow its deposits by
c.27% y/y. However, balance sheet growth did not filter through to
earnings. Hence, ROAA dropped marginally to 2.3% (-35bps y/y),
whereas ROAE weakened by 277bps to 17.7%, given a slow
expansion in the bank’s equity multiplier. Despite having a very high
base year in 2020, QNBA booked 6% higher credit provisions during
2021 as its NPL ratio upped to 3.8% (+80bps y/y). In addition, we
note that Q4 2021 made up 42% of total credit provisions booked
in 2021. As a result, overall coverage ratio slipped to 143% in 2021,
down from 177% a year earlier, albeit higher than 132% in Q3 2021.

Balance sheet growth driven by Treasuries growth: Total assets
grew 24% y/y to EGP360bn in 2021. This was driven by a 62% leap
in governmental debt securities, which amounted EGP134bn, which
in turn led to a higher tax rate of 31.5% in 2021 vs. 29.1% a year
before. Moreover, lending growth came was more contained,
growing only 6% y/y to EGP173bn. While net loans still captured the
biggest chunk of total assets (i.e. 48%), GLDR decelerated drastically
to 62% (c.-12pp) due to a big jump in deposits to EGP295bn (+27%
y/y). We note that QNBA has a short-term (ST) positive repricing
gap of 8% of total assets. This means QNBA's ST financial assets are
higher than its ST financial liabilities, making it a beneficiary to an
extent in the event of higher interest rates.

Downgrade to Neutral on recent stock price rally: QNBA rallied
¢.19% since we published our banking sector note in December
2021. In view of 2021 results, we maintain our 12M PT at EGP19.5/
share (ETR +4%), hence we downgrade our rating from Overweight
to Neutral with room to upgrade during 2022. QNBA is currently
traded at 2022e P/E of 4.2x and P/BV of 0.78x.
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FINANCIAL KPIs (figures in EGPmn, unless otherwise noted)

Balance Sheet (EGPmn)

2021 2020 yly
Cash & other at CBE 22,642 17,167 32%
Interbank assets 17,311 7,068 145%
Net customer loans 172,829 163,636 6%
Trading Investments 410 61 571%
T-bills 40,038 42,004 -5%
Financial Investments 92,597 50,156 85%
Non-earning and other assets 13,743 10,071 36%
Total assets 359,569 290,163 24%
Interbank liabilities 3,459 4,139 -16%
Customer deposits 295,492 233,322 27%
Other liabilities 21,160 21,343 -1%
Total liabilities 313,193 250,526 25%
Shareholders’ equity 46,375 39,637 17%
Total liabilities & equity 359,569 290,163 24%

2021 2020 yly
Interest income 32,133 30,738 5%
Interest expense (16,793) (16,101) 4%
Net interest income 15,340 14,637 5%
Net fees & commissions 2,030 1,803 13%
Other non interest income 173 154 13%
Non-interest income 2,203 1,956 13%
Total revenue 17,543 16,594 6%
G&A & other Opex (4,135) (3,889) 6%
Operating profit 13,408 12,705 6%
Loan loss charge (2,273) (2,137) 6%
Pre-tax profit 11,135 10,568 5%
Taxes (3,508) (3,077) 14%
Net profit 7,627 7,492 2%

Source: Bank 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 © 2022, 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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