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Equity Group Holdings have just published their Q1 2018 (Q1-18) results posting a 20.67%
growth in Profit Before Tax (PBT) to KES 8.33Bn compared to KES 6.90Bn in Q1-17,
attributable to the improving macroeconomic environment and growth of capital inflows
from tourism and diaspora remittances. The Q1-18 Profit after Tax (PAT) came in at KES
5.90Bn, an upswing of KES 1.05Bn from the KES 4.85Bn penned in Q1 2017.
Subsequently, the twelve-month trailing Earnings Per Share (EPS) grew by 23.4% (YoY) to
KES 5.27 in Q1-18 compared to the twelve months trailing KES 4.27acheived in Q1-17.

Quarter 1 Financials: The regional lender oversaw a 7.24% growth in Total Assets in
Q1-18 to KES 527.78Bn from the KES 492.15Bn noted in Q1-17. The growth was partially
driven by the management’s focus on Treasury Income that resulted in 32.92% (YoY)
increase in investment in government securities. This was financed by the 10.04% growth
in the group’s Q1-18 customer deposit from the KES 347.51Bn in Q1-17 to KES 382.42Bn.
Shareholders’ funds also firmed up 3.38% from KES 79.44Bn in Q1-17 to KES 82.12Bn in
Q1-18 boosted by retained earnings growth. Equity group’s regional deposits and regional
Loan Book mix is still heavily concentrated in Kenya despite double-digit growth in deposits
in Equity’s other subsidiaries. The Kenyan subsidiary (EBKL) saw a 5% increase in
deposits stand at KES 301.60Bn in Q1-18, to form 78.87% of the group’s customer
deposits. The Ugandan subsidiary (EBUL), however, experienced the largest growth in
Deposits which increased by 52% in Q1-18 to KES 20.30Bn.
The group has consistently stayed below the market average of 9.34% in Non-Performing
Loans (NPL) prevailing at 6.6% in Q1-18 relative to 7.0% in Q1-17. NPL’s slid 7.18% from
KES 19.51Bn in Q1-17 to KES 18.11Bn in Q1-18. Consequently, loan provisions declined
by 12.32% from KES 7.07Bn to KES 6.20Bn over the same period. The Return on
Average Equity (ROaE) and the Return On average Assets both went up in Q1-18 to stand
at 27.0% and 4.50% respectively, up from 24.0% and 4.0% respectively.

ROaA
4.5%
Dividend Yield:

3.8%
Market cap:

KES 188.7Bn
Estimated Free float:

70.8%
Shares Outstanding:

3,773.6 Million

The Group witnessed a 10.50% upswing in the Q1-18 total interest income from KES
11.47Bn in Q1-17 to stand at KES 12.67Bn. The increase in interest income during the
period was perpetuated by an increase in loans and government securities, which grew by
3.50% and 32.92% (respectively) over the period. In-line with the norm in the Banking
industry, Equity Group Holdings grew their Non-Funded Income (NFI) by 6.04% to KES
6.7Bn in Q1-18 from KES 6.3Bn penned in Q1-17. The upswing of NFI in Q1-18 was
driven by increased by Equity’s strategic focus on fees and commission to diversify away
from their dependence on revenues from interest income.

Outlook and Forecast 2018: The group remains in a relatively robust financial
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position. Diaspora remittances surged 183% from Q1-17 to Q1-18, indicating a significant
inflow of foreign currency into the bank’s treasury department. Further, the group posted a
liquidity ratio of 55.2% in Q1-18, up 460 basis points from 50.6% noted in Q1-17. The
liquidity ratio is sufficient to absorb changes in the working environment and any abnormal
events that may occur over the financial year.
We project a price of KES 54.40 compared to current KES 50.00 based on three
assumptions: (i)with trepid macroeconomic conditions easing, Equity Group has more room
this year to grow PAT;(ii) consistent investment in innovation will drive growth and (iii)
possible revenue windfall from the proposed amendment of the interest cap law this year.
We anticipate Earnings Per Share (EPS) to grow to KES 5.93 in FY18. We see FY18 NonPerforming Loans (NPL) potentially improving to fall within an improved 5.0% to 6.0% from
the current FY17 NPL of 6.6%.
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