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Commercial International Bank

Strong loan growth and NIMs aided profitability

3Q22 Net Profit higher than our estimate

Commercial International Bank Egypt SAE (COMI/The Bank) net
profit rose 15.6% YOY to EGP 4,408 Mn in 3Q22, higher than our
estimate of EGP 4,188 Mn. The increase in net profit was mainly
attributed due to lower impairments charges, and higher net
funded income partially offset by a decrease in non-funded in-
come and an increase in operating expenses.

P&L highlights

COMI'’s net funded income expanded 25.3% YOY to EGP 8,089
Mn in 3Q22. Funded income increased 25.7% YOY to EGP 14,625
Mn in 3Q22 owing to a rise in asset yield and strong growth in
interest-bearing assets of the bank. On a YTD basis, gross ad-
vances rose 21.4% to EGP 199.1 Bn in 3Q22 with real growth of
14% net of the EGP devaluation impact. While the funded ex-
pense also rose from EGP 5,179 Mn in 3Q21 to EGP 6,536 Mn in
3Q22due to an increase in benchmark rates and growth in depos-
its. NIM of the bank grew 43 bps YOY to 6.0% in 3Q22. Fees and
commissions income recorded a robust growth of 27.9% YOQOY to
EGP 840 Mn in 3Q22 owing to the increase in fees from banking
services. Trading income increased significantly to EGP 420 Mn in
3Q22 as compared to EGP 212 Mn in 3Q21 mainly due to an in-
crease in profit from foreign exchange transactions. Other ele-
ments of non-funded income generated a loss of EGP 862 Mn in
3Q22 due to an increase in other operating expenses partially off-
set by an increase in dividend and investment income. Other op-
erating expenses increased to EGP 893 Mn in 3Q22 from EGP 255
Mn in 3Q21. Resultantly, non-funded income declined 42.2% YOY
to EGP 398 Mn in 3Q22. Thus, operating income rose 18.8% YOY
to EGP 8,487 Mn in 3Q22. Operating expenses grew 25.4% YOY
to EGP 1,872 Mn in 3Q22. As a result, COMI'’s cost-to-income ra-
tio rose 117 bps YOY to 22.1% in 3Q22. Impairment charges fell
significantly from EGP 303 Mn in 3Q21 to EGP 224 Mn in 3Q22
due to an improvement in asset quality. Furthermore, taxes ex-
penses rose 26.5% YOY to EGP 1,938 Mn in 3Q22 due to an in-
crease in profit. Share to non-controlling interest remains nearly
unchanged at EGP 10.1 Mn in 3Q22.

Balance Sheet highlights

Net advances increased 28.4% YQOY to EGP 179.6 Bn in 3Q22.
The growth in gross loans was driven by local currency loans,
which increased to EGP 32.3 Bn, offsetting net foreign currency
loan repayments of USD 393 Mn. The loan market share of the
bank reached 5.40% as of July 2022. Excluding this, the impact
of EGP devaluation net loans grew 14% on a YTD basis in 3Q22.
Whereas the customer deposits expanded 23.5% YOY to EGP
499.0 Bn in 3Q22, this also includes inward transfer of deposits
of EGP 20 Bn that took place on 29 September 2022 and will be
withdrawn on 2 October 2022. Deposit grew 18% on a YTD basis
and after excluding the impact of EGP devaluation it grew 11%
on a YTD basis. The market share of customer deposits stood at
5.84% as of July 2022. COMI’s total assets increased 20.1% YOY
to EGP 592.4 Bn in 3Q22. While the total equity declined 2.2%
YQY to EGP 65.0 Bn in 3Q22.
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Financial Ratios

Dividend Yield (12m) 2.61
Dividend Pay-out (%) 0.00
Price-Earnings Ratio (x) 7.34
Price-to-Book Ratio (x) 1.06
Book Value (EGP) 32.52
Return-on Equity (%) 21.34
Earning Per Share (EGP) 4.70
Beta 1.18

Stock Performance

5 Days 7.48%
1 Months 33.72%
3 Months 33.42%
6 Months 20.12%
1 Year -2.07%
Month to Date (MTD) 6.76%
Quarter to Date (QTD) 37.64%
Year to Date (YTD) -1.80%
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Target price and rating

We maintain our BUY rating on COMI with a target price of EGP 50.0. COMI is Egypt's third largest pri-
vate bank, with a loan and deposit market share of 5.40% and 5.84%, respectively, in 3Q22. COMI is
planning to position itself as the trade finance hub for Egypt and Africa. The bank is also expected to
benefit from the government’s initiative to increase private sector investment and upcoming mega
projects in the country. The Bank recorded strong growth in loans and deposits of 23.1% and 22.5%
on a YTD basis which is higher than industry growth. The increase is aided by a growth in local curren-
cy loans which rose EGP 32.3 Bn and excluding the effect of EGP devaluation grew EGP 20.4 Bn in
3Q22, offset by net foreign currency loan repayments of USD 393 Mn. In addition, the Bank intends to
increase institutional funding to large MNCs, institutions, and banks, and it is also concentrating to ex-
pand the retail banking segment by focusing on consumer banking and business banking solutions for
SMEs. Institutional banking accounts for nearly 73% of loan volume, while retail banking accounts for
27%. The customer deposit of the Bank rose to EGP 499.0 Bn in 3Q22 COMI NIM rose 43 bps YOY to
6.0% in 3Q22 and is further expected to grow as the CASA ratio rose from 55.1% in 2Q22 to 56.7%
in 3Q22. Furthermore, the Bank focuses on improving efficiency, reducing cost, automation, and oper-
ations centralization strategy. This will result in an improvement in the cost-to-income ratio from
23.1% in 2021 to 22.5% in 2022. The asset quality of the bank also remained resilient as the NPL ra-
tio declined from 4.87% in 2Q22 to 4.65% in 3Q22. The coverage ratio stood strong at 214.9% in
3Q22. The healthy coverage of the non-performing loans offers a good buffer against potential loan
losses in the future. The Bank’s capital adequacy ratio (CAR) stood at 26.7% in 3Q22 significantly
above the CBE standard and Basel III rules. Considering these aforementioned factors, we assign a
BUY rating on the stock.

COMI - Relative valuation

(at CMP) 2018 2019 2020 2021 2022E

P/E 10.21 8.29 9.61 7.41 6.02

P/B 3.98 1.89 1.65 1.43 1.21
Dividend yield 1.2% 1.9% NA 2.7% 3.3%

FABS Estimates & Co Data

COMI - P&L

EGP mm 3Q21 2Q22 3Q22A 3Q22F Var YOY Ch QO0Q Ch 2021 2022F % Ch.
Funded income 11,637 12,307 14,625 14,023 4.3% 25.7% 18.8% 45,078 53,376 18.4%
Funded expense -5,179 -5,296 -6,536 -6,170 5.9% 26.2% 23.4% -20,112 -23,360 16.1%
Net funded income 6,458 7,011 8,089 7,853 3.0% 25.3% 15.4% 24,966 30,015 20.2%
Fees and commissions 656 650 840 801 4.9% 27.9% 29.1% 2,390 3,076 28.7%
Trading gain/(loss) 212 281 420 399 5.2% 97.8% 49.2% 708 1,893 167.2%
Other non-funded income -180 -1,037 -862 -905 -4.8% 378.6% -16.9% -1,332 -3,180 138.7%
Non-funded income 689 -105 398 295 34.8% -42.2% -477.5% 1,767 1,788 1.2%
Operating income 7,146 6,906 8,487 8,148 4.2% 18.8% 22.9% 26,732 31,804 19.0%
Operating expenses -1,492 -1,599 -1,872 -1,874 -0.1% 25.4% 17.0% -6,183 -7,161 15.8%
Pre-provision profit 5,654 5,307 6,615 6,274 5.4% 17.0% 24.7% 20,550 24,643 19.9%
Provisions -303 -113 -224 -281 -20.3% -26.1% 98.9% -1,680 -778 -53.7%
Share of profits of associates 7 2 -22 5 NA NA NA 15 -11 -176.2%
Goodwill Amortization -10 -10 -10 0 NA 0.0% 0.0% -41 -31 -25.0%
thtangible Assets Amortiza- -3 -3 -3 0 NA 0.0% 0.0% -10 -8 -25.0%
Profits from subs acquisition 0 0 0 0 NA NA NA 0 0 NA
PBT 5,344 5,183 6,357 5,998 6.0% 18.9% 22.6% 18,833 23,814 26.4%
Tax -1,532 -1,663 -1,938 -1,799 7.7% 26.5% 16.6% -5,566 -7,323 31.6%
rofit before Minority In- 3,812 3,521 4,419 4,198 5.2% 15.9%  25.5% 13,268 16,492  24.3%
Minority interest 0 10 10 10 -3.8% NA 5.4% -4 46 -1128.9%

Net Profit

FABS Estimates & Co Data
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Commercial International Bank (COMI) - 3Q22

3Q21 2Q22 3Q22 YOYCh QOQCh 2021 2022F Change
Net FI/OI 90.4% 101.5% 95.3% 495 -621 93.4% 94.4% 99
Fees & comms/OI 9.2% 9.4% 9.9% 71 47 8.9% 9.7% 73
NIM 5.5% 5.5% 6.0% 43 46 5.6% 5.9% 30
NIS 5.0% 4.8% 5.6% 68 80 5.2% 5.3% 10
Trading/Ol 3.0% 4.1% 4.9% 198 87 2.6% 6.0% 330
Cost to income 20.9% 23.2% 22.1% 117 -111 23.1% 22.5% -61
Impairment/PPP 5.4% 2.1% 3.4% -198 126 8.2% 3.2% -502
Tax/PBT 28.7% 32.1% 30.5% 182 -159 29.6% 30.7% 120
NP/OI 53.3% 50.8% 51.9% -140 110 49.6% 51.7% 206
ROAE 14.7% 22.9% 23.9% 919 104 20.7% 21.8% 112
ROAA 2.1% 2.8% 2.8% 72 -7 2.9% 3.1% 24
FABS estimate & Co Data
COMI - Key BS Items
(EGP mm) 3Q21 4Q21 1Q22 2Q22 3Q22 YOY Ch
Net advances 139,923 145,887 158,855 171,927 179,655 28.4%
QOQ change 6.0% 4.3% 8.9% 8.2% 4.5%
Total assets 493,032 498,236 524,816 523,463 592,368 20.1%
QOQ change 5.1% 1.1% 5.3% -0.3% 13.2%
Customer deposits 404,203 407,242 429,022 428,866 499,020 23.5%
QOQ change 4.7% 0.8% 5.3% 0.0% 16.4%
Total Equity 66,461 69,303 65,687 66,047 65,010 -2.2%
QOQ change 4.9% 4.3% -5.2% 0.5% -1.6%
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Research Rating Methodology:

Rating Upside/Downside potential
BUY Higher than +15%
ACCUMULATE Between +10% to +15%
HOLD Lower than +10% to -5%
REDUCE Between -5% to -15%

SELL Lower than -15%

FAB Securities Contacts:

Research Analysts

Ahmad Banihani +971-2-6161629 ahmad.banihani@Bankfab.com

Sales & Execution

Abu Dhabi Head Office

Trading Desk +971-2-6161700/1  Online Trading Link
+971-2-6161777
Institutional Desk +971-4-4245765
Sales and Marketing +971-2-6161703
DISCLAIMER

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and Com-
modities Authority, licensing registration number 604002, and is a member of the Abu Dhabi Securities Ex-
change and Dubai Financial Market. The information, opinions and materials contained in this report are pro-
vided for information purposes only and are not to be used, construed, or considered as an offer or the solici-
tation of an offer or recommendation to sell or to buy or to subscribe for any investment security or other fi-
nancial instrument. The information, opinions and material in this report have been obtained and derived from
publicly available information and other sources considered reliable without being independently verified for
their accuracy or completeness. FABS gives no representation or warranty, express or implied, as to the accu-
racy and completeness of information and opinions expressed in this report. Opinions expressed are current
as of the original publication date appearing on the report only and the information, including the opinions
contained herein, are subject to change without notice. FABS is under no obligation to update this report. The
investments referred to in this report might not be suitable for all recipients. Recipients should not base their
investment decisions on this report and should make their own investigations, and obtain independent advice,
as appropriate. Any loss or other consequences arising from the uses of material contained in this report shall
be the sole and exclusive responsibility of the recipient and FABS accepts no liability for any such loss or con-
sequence. The value of any investment could fall as well as rise and the investor may receive less than the
original amount invested. Some investments mentioned in this report might not be liquid investments, which
could be difficult to realise in cash. Some investments discussed in this report could be characterised by high
level of volatility, which might result in loss. FABS owns the intellectual property rights and any other material
contained in this report. No part of this report may be reproduced, utilised or modified in any form either in
whole or in part or by any electronic, mechanical or other means, now known or hereafter invented, including
photocopying and recording, or stored in any retrieval system without the prior consent of FABS in writing.
While utmost care has been taken to ensure that the information provided is accurate and correct, neither
FABS, nor its employees shall, in any way, be responsible for the contents. By accepting this document, the
recipient agrees he/she has read the above disclaimer and to be bound by the foregoing limitations/
restrictions.
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