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at close of 27 Feb 2022 set on 7 Dec 2021 set on 7 Dec 2021 Risk Rating m n n n

A Year to Forget
Overweight and 12MPT maintained; risk raised to High

Amany Shaaban Earnings eroded on lower efficiency and higher CoR: Export
Equity Analyst Development Bank of Egypt’'s [EXPA] 2021 (12M from Jan. to Dec.
T +202 3300 5720 2021) separate net profits were slashed by 40% y/y to EGP500mn.
ashaaban@egy.primegroup.org Earnings slumped despite a 6% y/y growth in net interest income to

EGP1.8bn. Furthermore, total banking revenues rose to EGP2.5bn
(+9% y/y) on better non-interest income of EGP572mn (+18% y/y).
However, revenue growth during 2021 was not enough to absorb
the notable upping in the bank’s general and administrative (G&A)
expenses. Total G&A grew by 21% y/y to EGP1.3bn in 2021,
whereas total opex grew by 23% y/y. Opex growth was driven by
growth in annual wages and salaries. Consequently, EXPA’s cost-to-
income ratio deteriorated, registering a whopping ¢.50% in 2021
(+6pp y/y). Furthermore, credit provisions grew significantly, as
EXPA nearly did not book credit provisions during 2020.
Accordingly, cost of risk (CoR) inched up to 0.73% (+68bps y/y).
= Volume in 000 shares (Left) —EXPA rebased —EGX30 rebased Finally, significantly higher effective tax rate also dented EXPA'’s
9,000 250% bottom line; its effective tax rate recorded 45% (+15pp y/y).
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0% ROE deteriorated despite a higher equity multiplier: ROE slipped
0% t0 7.5% in 2021 from 13.4% in 2020 (-6pp y/y). Despite a higher

wox  equity multiplier of 11.5x (+13% y/y), the drop in ROA was more

50% severe. ROA dropped below the 1% mark in 2021, scoring only 0.7%
o% (-67bps y/y) on lower operating margin and higher CoR. We note
that despite the higher equity multiplier, CAR remained stable,

-50%

bl Febls  febls  Feb20  Feb2i  Feb22 albeit low at 14.14% (+6bps y/y) on higher Treasury exposure.
Source: Bloomberg. Balance sheet grew, lending utilization retreated: Total assets
Key Stock Statistics grew 20% y/y to EGP76bn in 2021, driven by a 27% y/y growth in
Shares outstanding (mn) 327.4 total deposits of EGP64bn. On the other hand, gross lending was
Free float 24.5% unchangded at EGPﬁ6bn (+0.3‘%; y/y).I Meanwhile, Treasury explosure
increased marginally to 24% of total assets vs. 23% a year earlier.
Market cap (mn) EGP2.724 " Gross loans-to-deposits ratio (GLDR) fell notably, as lending growth
Market cap (mn) USD174  |agged, recording 56% in 2021 vs. 72% a year earlier. While CoR
52w range (EGP/share) 8.00-12.78  ypped y/y, asset quality weakened on an annual basis, with non-
EGP100 invested 5y ago EGP186 performing loans (NPL) ratio inching higher to 3.3% (+1.23pp y/y).
TTM EPS ecp1.53 Hence, NPL coverage ratio declined from 144% to 111%.
TT™M P/E 5.4x  Overweight and 12M PT maintained; risk raised to High: In view
P/BV 0.4x of 2021 results, we alter our risk rating from Medium to High on
2022e EPS EGP3.09x unpredictable efficiency measures and to reflect the risks associated
with the upcoming 60% rights issue. While the capital increase will
2022e P/E 2.6x . . . e e .
help the bank solve its recurring issue of undercapitalization, given
2022e P/B 04x that its CAR has always been at a slim margin above the minimum
Last fiscal year's DPS EGP0.0  CBE threshold due to its loan book concentration. However, the
Dividend yield 0.0% scenario for capital increase remains questionable given that the
5Yr beta 0.95 stockistrading below its par value of EGP10/share. Meanwhile,
3 Proj. EPS CAGR 389 EXPA’s BoD has proposed a 10% stock dividend for the financial

period ending December 2021. That said, we maintain our 12MPT at
EGP11.1/share (ETR +33%); hence, we maintain our Overweight.

Source: Bank reports, Prime Research.
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Financial KPIs (figures in EGPmn, unless otherwise noted)

C 2021 C 2020

Jan 21- Dec 21 Jan 20 - Dec 20 y/y

Total Interest income 5,866 4,923 19%

Total Interest expense (3,994) (3,163) 26%

Net interest income 1,872 1,760 6%

Net fees & Commissions 356 318 12%

Dividends income 10 13 -23%

Trading income 192 150 27%

Gain or loss on financial Investments 15 4 243%

Other - -

Total Non interest income 572 486 18%

Total Revenues 2,445 2,246 9%

G&A (1,297) (1,075) 21%

Other (Opex) Income 22 35 -37%

Total Opex (1,276) (1,041) 23%

Operating profit 1,169 1,205 -3%

Credit loss provisions (264) 17y 1431%

EBT 904 1,188 -24%

Taxes (404) (347) 16%

Net income 500 841 -40%

Book value of equity 6,683 6,281 6%

Total assets 76,173 63,389 20%

Deposits 64,381 50,583 27%

Net lending 34,901 35,147 -1%
Net Loans-to-Deposits Ratio (NLDR) 54% 69%

Treasuries 18,401 14,290 29%
Treasuries as % Deposits 29% 28%

Cost-to-income ratio 52% 46%

Effective tax rate 45% 29%

CAR 14.14% 14.08%

ROA 0.7% 1.3%

ROE 7.5% 13.4%

FLM 11.40x 10.09x

NPL ratio 3.3% 2.1%

NPL coverage ratio 111% 144%

CoR 0.73% 0.05%

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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