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Kakuzi Limited has consistently posted a growth in revenue and profitability with a 5-year compounded annual growth rate (CAGR) of
11.3% and 34.8% in revenues and profit after tax. The product mix ensures the company performs well in volatile markets while adjusting

to climate change and erratic weather. The 2020 performance will be supported by lower VAT at 14% from 16% and corporate taxes of 25%
from 30%. The board has maintained a payout for an average of 28.1% for the last five years. The payout levels have increased to 38.5% in
2019 from 21.3% in 2015 on stronger cashflow. We expect this to be retained.

Performance of the company is heavily dependent on the second half of the year on
weather pattern with over 80% revenue received in the second half. The company has
maintained annual production during dry season as they are supported by 16 dams
enough to meet the water needs.

The company will maintain preference of good weather especially in the tea growing
areas. Favorable weather, as seen in 2019, aided higher profits margins of 40.4% on tea
despite revenue and profit contribution of 7.0% and 11.5% respectively.

Avocado remain the champion product generating 64.4% of total revenues in 2019 and
81.3% of total profit. The company has continually increase area under avocado from 515Ha
in 2016 to 794Ha in 2020.

Britain and Europe maintained the top destination, especially for tea and avocados with
the continent contributing >60% of annual revenues. Other markets have continued to
grow with macadamia exports in Asia and Australian markets growing.

The global agriculture sector may be primed for earnings growth in 2021 on recovery of
food industry. Demand will improve in 2021 with aggressive vaccination and receding
Covid-19 pandemic leading to near full reopening of the global economy.

Total hectares under cultivation has increased by 4.3% on a 5-year CAGR. The company has
farms in two geographical areas, Makuyu and Nandi Hills and under different segments.
The key segments are Avocado, Macadamia, Tea, Forestry, Livestock and newly
introduced Blue Berries.

Headwinds caused by the 2020-2021 La Nifia episode puts some countries in Southern
Africa, the greater Horn of Africa, Asia and the Pacific at high risk of incurring agricultural
losses and seeing food insecurity conditions worsen.

The share price is expected to track the market recovery while remaining discounted
against equity indexes until long term growth patterns emerge. This will leave the stock
price less volatile.

Upside

= Kenyan product quality levels continue to gain tract in the global positioning the
country as a key export of avocado and macadamia nuts.

= Orchard expansion - production continues to increase with maturity of macadamia and
blue berry orchards. This will increase product portfolio and revenue diversification.

= Total hectares under cultivation has increased by 4.3% on a 5-year CAGR. The fastest land
use growth was seen under Avocado (+14.0% 5-yr CAGR) and Macadamia (+8.1% 5-yr
CARG). There was no indication on the unutilized land bank.

= The company as the potential to expand production capacity through partnership and
smallholder empowerment Programme. In 2018, Kakuzi ceased the growing of
pineapple and entered a joint venture with Del Monte on production.
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Company Statistics
Current Price 370.00
6 Month Av 375.59
52 Week Ave 353.94
12 Month High/Low 397.00 - 300.00
No of Shares ('000) 19,600
Market Cap (Bn) 7.25
Free Float 13.8%
EPS (LTM) 37.79
Dividend 14.00
PE (LTM) 9.8x
P/B (LTM) 1.4X
Dividend Yield 3.8%
Growth % Levels
———Gross Margins ~ ——— Operating Margin PBT Margin
PAT Margin RoA ———ROE

60.0%

50.0%

40.0%
e ./_/—\\/

w

20.0%

10.0%

2015 2016 2017 2018 2019

Holder Name | Shares | Holding_

Kimani John Kibunga 6,311,199 32.2%
Bordure Ltd 5,107,920 26.1%
Lintak Investments Ltd 4,828,714 24.6%
Gh Kluge & Sons Ltd 239,118 1.2%
Kakuzi Neigh Dev 155,500 0.8%
Foundation

Wanjui Joseph Barrage 122,004 0.6%
Ogango John Okuna 104,400 0.5%
Nganga Nicholas 1,000 0.0%
Shah Ketan 200 0.0%
Rameshchandra

Mclean Graham Harold 100 0.0%
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Risk and Operational Challenges
= Weather — Kenyan weather remains erratic with climate change playing an important
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= Cost of labor - operations remain labor intensive which affect the cost of production.
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= International production levels — global production contribute heavily to the
international markets. This leads to oversupply suppressing international prices directly
affecting Kakuzi profitability. In 2018, avocado production increased by 78.6% coinciding
with increase in production in South Africa and Peru. This affected revenues which
increased at a lower rate of 16.5% with product profitability shrinking by 44.6%.
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= Operating risk — Kakuzi has been sued in the UK, one of its key markets, for human 50.0%
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Turnover 2,481,844
Gross Profit 1,238,538
Operating profit 580,078
Finance income/(costs) 87,263
PBT 667,341
Income tax (207,627)
PAT 459,714
Basic EPS (Shs) 23.45

2,651,199
1,296,521
682,592
75,187
757,779
(195,354)
562,425
28.70

2,823,926
1,346,210
754,683
94,440
849,123
(257,480)
591,643
30.19

3,152,831
1,484,643
560,753
123,330
684,083
(202,489)
481,594
24.57

2,888,662 1.3%
1,415,676 17.3%
904,972 42.2%
109,505 7.3%
1,014,477 34.2%
(301,038) 32.9%
713,439 34.8%
36.40 34.8%

Kakuzi Limited — KShs’000

Total Asset 4,459,075
Total equity 3,366,961
Dividends: -

Proposed final dividend - for the year 98,000
Called up share capital 98,000
Reserves and non-controlling interest 3,268,961

5,064,414
3,831,386

117,600
98,000

3,733,386

5,746,126
4,305,429

137,200
98,000
4,207,429

5,941,042
4,665,335

176,400
98,000
4,567,335

6,461,035 10.9%
5,214,184 11.8%

274,400 30.1%
98,000 0.0%
5,116,184 12.2%

Kakuzi Limited

DPS (Shs) 5.00 6.00 7.00 9.00 14.00 30.1%
Dividend cover 4.69 4.78 4.31 2.73 2.60 3.6%
Total equity per ordinary share (Shs) 171.78 195.48 219.66 238.03 266.03 11.8%
Ordinary Share Par Value 5.00 5.00 5.00 5.00 5.00 0.0%
Dividend on Per Value 100% 120% 140% 180% 280%
Kakuzi Limited - Growth % 2015 2016 2017 2018 2019
Turnover 46.9% 6.8% 6.5% 1.6% -8.4%
Gross Profit 94.5% 4.7% 3.8% 10.3% -4.6%
Operating profit 272.6% 17.7% 10.6% -25.7% 61.4%
Finance income/(costs) 13.2% -13.8% 25.6% 30.6% -11.2%
PBT 186.7% 13.6% 12.1% -19.4% 48.3%
Income tax 186.0% -5.9% 31.8% -21.4% 48.7%
PAT 187.0% 22.3% 5.2% -18.6% 48.1%
EPS 187.0% 22.4% 5.2% -18.6% 48.1%
Dividend 33.3% 20.0% 16.7% 28.6% 55.6%
Kakuzi Limited - Growth % 2015 2016 2017 2018 2019
Assets 15.6% 13.6% 13.5% 3.4% 8.8%
Equity 13.0% 13.8% 12.4% 8.4% 11.8%

Kakuzi Limited - Key Ratios

%

Gross Margins 49.9%
Operating Margin 23.4%
PBT Margin 26.9%
PAT Margin 18.5%
ROA 10.3%
ROE 13.7%
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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.

Terms of use - Disclaimer:

This research report has been prepared by Kingdom Securities Limited and is for information purposes only. This research report should not
be construed as an offer or solicitation to sell or buy any investment or product. Any opinions expressed herein reflect the analyst's judgment
at the date of publication and neither Kingdom Securities Limited, nor any of its affiliates or employees accepts any responsibility in respect
of the information or recommendations contained herein. Unless otherwise stated, the opinions contained in this material are as of the date
indicated and are subject to change at any time without prior notice. Past performance is not a guarantee or indication of future results.
The information and opinions contained in this Material have been derived from sources believed to be reliable and in good faith or
constitute Kingdom Securities’ judgement as at the date of this research but no warranty is made as to their accuracy and any opinions are
subject to change and may be superseded without notice. In no circumstances will Kingdom Securities or its employees be liable to you for
any errors or omissions in this report or for any losses you may incur in following any recommendations in the report. Kingdom Securities is
a Subsidiary of Co-operative Bank of Kenya.

Recommendation Guide:

Analysts’ stock ratings are defined as follows:

= Buy - A buy rating reflects 1) An analyst has a bullish conviction on a stock 2) A 10% or greater expected return.

= Accumulate - An accumulate rating reflects 1) An analyst has a lesser bullish conviction on a stock 2) Expected return falls between 5%
and 10%.

= Hold - A hold rating reflects 1) An analyst has a neutral conviction (lack of bullish or bearish conviction) on a stock 2) Expected return
falls within the range of -5% to +5%.

= Speculative Buy - A speculative buy rating reflects 1) An analyst has a bullish conviction accompanied by a substantially higher than
normal risk 2) Expected return falls above 10%.

= Sell - A sell rating reflects 1) An analyst has a bearish conviction on a stock 2) Expected return falls below 5%.

*Expected Return (ER) represents the sum total of both capital appreciation and the dividend yield.

Kingdom Securities Ltd - A subsidiary of Co-operative Bank Limited.
Co-operative Bank House- 5th Floor, P.O Box 48231 - 00100 Nairobi, Kenya
Office: 0711049540/0711049956

Email: kingdomresearch@co-opbank.co.ke

Research Department Equities Trading

Willis Nalwenge wnalwenge@co-opbank.co.ke Andrew Karanja amkaranja@co-opbank.co.ke

Shadrack Manyinsa smanyinsa@co-opban.co.ke Justus Ogalo jogalo@co-opbank.co.ke
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