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STERLING CAPITAL LIMITED

Barclays Bank (K) Ltd

= We recommend a HOLD on Barclays Bank of Kenya (BBK)

; . . . Share Summary
guided by our fair value estimate of KES 10.52, a downside of

6.9% from the current price of KES 11.30. Fair Value Estin‘rate (KES) 10.52
* The bank operates on a forward P/E of 7.4X, which is above the Recommendation HOLD
indusiry average of 6.2X and a forward P/B of 1.3x, equal to the Current price (KES) 11.30
industry average. Upside (%) -6.9%
» Inferest income should exhibit modest growth (6.3%) fo Price Change YoY (%) 3.2%
KES.22.6Bn in line with a conservative loan book growth rate of .
P Ch YD (% 5.1%
8% to KES.181.9Bn. Dr,'c_: don,glz - (%] = 277
*  We anficipate operating expenses to increase to KES.21.8Bn vidend yield (%) e
FY2018 as the bank incurs transition and rebranding costs as it P/E 74X
separates from Barclays PLC, resulting in a cost to income ratio P/B 1.3x
of 64.7% Issued shares (m) 5,431.5
=  We estimate a 30% increase in holdings of government securities Market cap (KES. Bn) 614
I/(\j KES 76.OTBr;hcor|1’rr|t(>ju’r|nTg to qn T]E?A‘?;Shgr(;\{v’r.g in Lo’rol os;e’rs. T NSE Codo BBK
= e expect the lender to maintain the en er share a
P ntal ! P Bloomberg Code BCBL:KN
KES.1.00.
Source: Nairobi Securifies Exchange & Sterling Capital
Key Financial Summary Research
2017 2018P % Change
Balance Sheet (KES.Bn)
Loans & Advances 168.4 181.9 8.0 Share Price Performance
Government Securities 58.5 76.0 30.0
Total Assets 271.2 321.1 18.4 160 e N AS| NSE 20 =—BBK
Customer Deposits 186.0 226.9 21.9 140
Income Statement (KES.Bn) 120
Interest income (Loans
& Advances) 21.3 22.6 63 100
Interest income (Gov't 80
Securifies) 58 8.3 44.1 40
Total Interest Income 27.2 31.0 14.1 40
Non-Interest Income 8.5 9.3 9.6
Total Income 30.3 33.7 11.4 20
Total Operating 0
Expenses 19.9 21.8 9.60 (\/\fb «'\Cb \\/\Cb \/\Cb Q'\Cb \\/\q, (\'o\ «'\O\
o O o
PBT 10.4 119 14.9 NG AR
PAT 6.9 8.2 19.1
AL _ Source: Nairobi Securities Exchange
%’o)sf fo Income Ratio 555 64.7 10.2
I(_%:m to Deposit Ratio 90.5 80.2 10.3
NPL Ratio (%) 5.6 6.9 1.3
NFI/Total Income 27.9 30.4 2.5
NIl/Total Income 89.8 69.6 20.2
Government Securities/ 21.6 19.5 21

Total Assets

Source: Bank Filings & Sterling Capital Research

For important disclosures refer to the disclosures section located at the end of this report.
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STERLING CAPITAL LIMITED

Disclosures:

Ownership and material conflicts of interest:

The authors or a member of their household, of this report do not hold a financial interest in the securities of this company. The authors
or a member of their household, of this report do not know of the existence of any conflicts of interest that might bias the content or
publication of this report.

Position as an officer or director: The authors or a member of their household, do not serve as an officer, director or advisory board
member of the subject company.

Research analyst certification:

The research analyst(s) primarily responsible for the preparation and content of all or any identified portion of this research report
hereby certifies that all of the views expressed herein accurately reflect their personal views. Each research analyst(s) also certify that
no part of their compensation was, is, or will be, directly or indirectly, related to the view(s) expressed by that research analyst in this
research report.

Additional Disclosures:

This research report is for distribution only under such circumstances as may be permitted by applicable law. This research report has
no regard to the specific investment objectives, financial situation or particular needs of any specific recipient, even if sent only to a
single recipient. This research report is not guaranteed to be a complete statement or summary of any securities, markets, reports or
developments referred to in this research report. Neither SCL nor any of its directors, officers, employees or agents shall have any
liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in this research report or lack of care in this
research reports preparation or publication, or any losses or damages which may arise from the use of this research report.

Disclaimer:

This research report was prepared under the supervision of the Research Department of Sterling Capital Limited (SCL), a company
authorized to engage in securities activities in Kenya, and with partnerships in Uganda, Rwanda, Zimbabwe, and Tanzania. Data used
in this report was gathered from reliable sources, but the analyst(s) and the publishers of this report do not hold themselves responsible
for the accuracy or completeness of data used. The report provides the opinions, analyses and conclusions of the Research division
only and is provided without any warranties of any kind.

This report does not constitute an offer, or the solicitation of an offer, for the sale or purchase of any security. The reader should
independently evaluate the investment risks and is solely responsible for their investment decisions. Whilst every care has been taken
in preparing this report, no representation, warranty or undertaking (express or implied) is given and no responsibility or liability is
accepted by SCL or any employee of SCL as to the accuracy, timeliness, completeness merchantability or fitness for any particular
purpose of any such recommendation or information contained and opinions expressed herein. SCL do not accept any liability for
any direct or remote loss or damage arising out of the use of all or any part of the information contained in this report.

This report is published for information purposes only and is not an offer o solicit, buy or sell any security of any kind. This report does
not provide customized investment advice. It has been prepared without regard to the individual financial circumstances and risk
and return objectives of individuals who receive it. The appropriateness of a particular investment will depend on an investor’s
individual circumstances, risk tolerance and return objectives. The investments securifies referred o in this document may not be
suitable for all or certain categories of investors. The Research Division and SCL have implemented Chinese walls procedures to
prevent any conflict of interest. Other additional information may be available at SCL.

Further disclosure regarding SCL policy on potential conflicts of interest in the context of investment research and SCL policy on
disclosure and conflicts in general are available on request. The opinions presented in this note may be changed without prior notice
or cannot be depended upon if used in the place of the investor’s independent judgment. The historical performance of a security
is not representative of the security’s future returns. Investment in securities can be highly risky as security prices may go down in value
as well as up and you may not get back the full amount invested. Where an investment is denominated in a currency other than the
local currency of the recipient of the research report, changes in the exchange rates may adversely affect the value, price orincome
of thatinvestment. In case of illiquid investments for which there is no organized market it may be difficult forinvestors to exitinvestment
positions or to obtain reliable information about its value or the extent of the risk to which it is exposed. The information contained in
this report is confidential and is solely for use to those persons to whom it is addressed and may not be reproduced, further distributed
to any other person or published, in whole or in part, for any purpose.

Buy: FV above10% of CSP
Hold: FV between -10% and 10% around CSP
Sell: FV more than 10% below CSP

NB: The recommendation guide may change depending on the risk free rate.



