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Stock prices have recorded lows in the recent few weeks exacerbated by high inflations both locally and globally
necessitating many central banks to hike their lending rates and thereby impacting investments in general while making
investment in government securities more attractive. Locally, the Central Bank of Kenya raised its lending rate by 100bps
from 9.5% to 10.5% to cool the already high inflation. In view of this we selected the following stocks for investment

considerations:

KCB Group - Long-Term Buy: Trading at KES 29.30, the lender’s price has
shed 17.5%, 23.0% and 20.3% in the last 3, 6 and 12 months. Year-to-date (y-t-
D), the Group has shed 23.6%. Its average price in the last 3, 6 and 12-months
stands at KES 32.14, KES 34.98 and KES 37.23 per share.

The Bank’s highest and lowest prices in the last 12-months stands at KES
43.50 and KES 28.50 respectively. The highest prices in 2020, 2021 and 2022
stood at KES 55.00, KES 49.90 and KES 47.00 with lows of KES 30.55, KES
35.70 and KES 35.00.

Earnings per share for the lender stands at 12.14 as of Q1-2023, a 0.3% year-
on-year drop on what we attribute to its expenses on the regional
expansion with the recent being the acquisition of Trust Merchant Bank in
Congo. Estimates on TMB’s market share in Congo stands at 11.0%. In line
with this, we retain our BUY recommendation on the counter with a target
price of KES 40.00, a 36.5% upside.

Equity Group - Buy: Currently trading at KES 37.50, the Group’s price has
shrunk 10.6% and 17.1% in the last 3 and 6-months and 16.8% year to date. Its
average price for the last 3, 6 and 12-months stands at KES 41.37, KES 44.95
and KES 42.91 respectively.

The Group’s financial performance has remained steady growing by 10.5% in
profits before tax (PBT) to KES 16.88Bn in Q1-2023. Subsidiary contribution
to total PBT rising from 29.7% in Q12022 to 44.3% in Q1-2023.

The Group’s Board revised its dividend from KES 3.00 in 2021 to KES 4.00 per
share in 2022 from an Earnings per share of 11.90 for FY-2022. The dividend
book closure happened on 9*" May for a payment on 30" June.

Safaricom - Long-Term Buy: The Telco giant Telco was the most affected by
geopolitical risks and interest rate hikes. This saw many foreigners exit the
counter leading to a price loses to a 7-year low of KES 13.00 recorded in mid-
May 2023. Its highest price for the last 12-months is 32.05 while recording
highs of KES 40.00 and KES 44.95 in 2022 and 2021 respectively. Lowest
prices in 2022 and 2021 were KES 23.10 and KES 34.25 in 2022 and 2021
respectively.

The company’s PBT declined 13.6% from KES 102.21Bn to KES 88.35Bn on a
higher operating expense that accelerated 1t 34.6% from KES 55.19Bn to KES
74.09Bn upon the set-up of its subsidiary in Ethiopia. In view of a foregoing,
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we expect renewed synergies on its revenue in the long run from its the
subsidiary which will aid in the price recoveries.

Month to date (m-t-d) and month-on-month (m-o-m), the Telco has gained
3.2% and 16.3% improvements in the foreign participation on Safaricomin the
last two weeks.

Co-op Bank Group - Buy: Currently trading at KES 12.20, the Group remains Corop Bank Price Movement Vs NAS!
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The Group paid a dividend of KES 1.50 in FY 2022 giving a dividend yield of
12.3%, representing a 50.0% spike from that of KES 1.00 in FY 2021. We
therefore retain our BUY recommendation on the Bank’s share to for
dividend income.
EABL - Buy: Trading at KES 154.00 as of 26" June, the brewing manufacture EABL Price movement Vs NAS
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has lost 9.8% and 7.8% in the last 3 and 6-months while gaining 40.0% y-t-d.
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gain on the expected dividend and capital gains, we recommend a buy on
the counter with a target price of KES 170.00.
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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 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 hereinreflect
the analyst's judgment at the date of publication and neither Kingdom Securities Limited, nor any of its affiliatesor 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 30% or greater expected return.
= Accumulate — An accumulate rating reflects 1) An analyst has a lesser bullish conviction on a stock 2) Expected return
fallsbetween 10% and 30%.
* 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 10%.
= Speculative Buy - A speculative buy rating reflects 1) An analyst has a bullish conviction accompanied by a
substantiallyhigher 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

Email: kingdomresearch@co-opbank.co.ke

Research Department Equities Dealing
Willis Nalwenge wnalenge@co-opbank.co.ke Alfred Too atoo@co-opbank.co.ke
Shadrack Manyinsa smanyinsa(@co-opbank.co.ke Ashley Odundo aodundo@co-opbank.co.ke
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