Efficiencies drive 9M15 earnings Share data N
@® Action/Event: Yesterday Co-Op held an investor call discussing the good 9M15 RIC COOP.NR .d_) C§

result (earnings + 37%y/y). Costs savings offset weak NIMs and higher credit > —
losses to deliver good earnings growth and an improved ROE of 25% (9M14: Subindustry  ICB Banks ()] ©
21%). Such an ROE performance is comparable with Equity Group (9M15: A é‘
25%) however Co-Op (1.6x fwd PB) continues to trade at a significant discount Price (09 Nov 2015) Ksh 17.20 n fz
to Equity Group (fwd PB: 2.0x). This suggests that the market is pricing in 2x Market cap. (KSh m) 84,060 # ~
the growth for Equity as it is for Co-Op. While growth paths may differ, we feel Enterprise value (KSh m) s | <
that such pricing divergence is unwarranted and recommend investors BUY Co- Market cap. (USD m) 822 n g
Op~ Enterprise value (USD m) n/a & m

® Opex +1%y/y despite strong asset (+23% y/y) and revenue (+21% y/y) Avg. dally trade value (USD m) o.21 2
growth. The ‘Soaring Eagle’ transformation project is delivering the promised Free float (%) 100 -
efficiencies with staff costs falling 13% y/y driven by an 11% reduction in head O
count. While the cost-to-income ratio of 49% (9M14: 58%) represents a Price relative to Kenya Nairobi SE 8
significant improvement, management has guided to a 53% FY15 cost-to- 24 g’_,
income. We suspect 4Q15 will see expenditure brought forward from FY16 into P oc
FY15, absorbed by the significant improvement in FY15 profitability, and _a“
thereby supportive of FY16 earnings. Management meanwhile suggests planned 2 =
4Q15 opex relates to reconfiguring a further 20 branches (40 of the 143 18 LS-
branches reconfigured so far, resulting in a 40% increase in branch staff
productivity), and a higher than budgeted salary increment for unionised staff. 1610/14 115 415 715

@ Provisioning boosted by +103%y/y growth in credit impairments, resulting in a Price Kenya Nairobi SE (rebased)
1.0% cost of risk. Despite NPLs declining to 4.0% (9M14: 4.5%), credit losses
increased as management raised the IFRS coverage of NPLs significantly to 49% Historical performance relative to Kenya Nairobi SE (%)
(OM14: 34%) and CBK coverage to 77% (9M14: 55%) while still expecting a Performance over ™ Im 12M
1.0% cost of risk f.o.r FY15. This br|n.gs Co-Qp’s provisioning in line with other Absolute (%) 1 13 136
large banks. In addition management is targeting 60% and 80% coverage under Relative (%) 20 3 o7
IFRS and CBK respectively by FY17. _ ; ;

Source: Kenya Nairobi SE, SBG Securities Research

@ Loans+21%y/y with trend growth expected to continue. Management expects The price elatve chart messures performance against the Kenya
recent interest rate volatility to normalise with the one year Treasury rate seen Kenya Nairobi SE which closed at 3893 on 09 Nov 2015
at 14-15%. Under such a normalised interest rate environment management
expects FY16 loan growth to range between 20-25% y/y. Similarly,
management expects deposits to growth c25%y/y, however all this being
subject to a stable macro environment with higher rates reducing demand and
affordability of credit.

@® Funding costs pressure NIMs down to 8.9%. Management expects NIMs to
recover to 9.0% for FY15 as the loan book reprices and interest rates stabilise.

@ No rights issue for FY16. Existing capital sources sufficient for planned growth.

@® Maintain BUY recommendation, forecasts and TP unchanged. On this result Co-
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James Starke

Adjusted headline earnings (group) 7,325 8,868 9,337 10,970 13,573 15,995 James.Starke@sbgsecurities.com
IFRS diluted HEPS (KSh) 1.75 2.12 1.91 2.24 2.78 3.27 +27 11 415 4649

IFRS diluted HEPS growth (%) 17.2 21.1 .7) 17.5 23.7 17.8

Price/adjusted HEPS (x) 6.2 7.2 10.5 7.6 6.2 5.2 Anne Kahure

Tangible book value per share 7.4 8.86 8.79 10.54 12.76 15.35 Anne.Kahure@stanbic.com
Price/tangible book value (x) 1.5 1.7 2.3 1.6 1.3 1.1 +254 (0)20 363 8947
Adjusted return on tangible equity 28.6 26.6 23.4 233 23.9 23.3

DPS (c) 50 50 50 56 69 82

Dividend yield (%) 4.6 33 2.5 33 4.0 4.8

Source: Company financials, SBG Securities estimates
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IMPORTANT DISCLOSURES AND ANALYST CERTIFICATIONS ARE IN THE DISCLOSURE APPENDIX. U.S. Disclosure: SBG Securities (Pty) Limited does and seeks to do business with companies
covered in its research reports. As a result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this
report as only a single factor in making their investment decision. Customers in the United States can receive independent, third party research on the company or companies covered in this
report, at no cost to them, where such research is available. Customers can call +27 (11) 415 4272 or email info@shgsecurities.com to request a copy of this research.
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Statement of Comprehensive Income (KSh m) Dec 12A  %chg Dec 13A  %chg Dec 14A %chg Dec 15E %chg Dec 16E %chg Dec 17E  %chg
Net interest income (KSh m) 15,947  34% 18,626 17% 21,276 14% 23,744 12% 29,318 24% 34,402 17%
Non-interest revenue (KSh m) 7,813 21% 9,264 19% 10,810 17% 12,352 14% 14,798 20% 18,055 22%
Total revenue 23,760 30% 27,890 17% 32,086 15% 36,096 13% 44,117 22% 52,457 19%
Operating expenses (13,172)  15% (16,605)  26% (18,922)  14% (18,004) -5% (21,823)  21% (25,948) 19%
Indirect taxation N/A N/A N/A N/A N/A N/A
Pre-provision profits 10,588 53% 11,285 7% 13,163 17% 18,093 38% 22,294 23% 26,509 19%
Credit impairments (1,000) 41% (778) -22% (1,176) 51% (2,391) >100% (2,864) 20% (3,611) 26%
Operating profit 9,588 54% 10,507 10% 11,988 14% 15,702 31% 19,429 24% 22,898 18%
Income (loss) from associates and JVs 0 N/A 0 N/A 0 N/A 0 N/A 0 N/A 0 N/A
Non-recurring items 383 >100% 365 -5% (1,072) >100% 0 -100% 0 N/A 0 N/A
Profit before tax 9,971 57% 10,872 9% 10,916 0% 15,702 44% 19,429 24% 22,898 18%
Taxation (2,263) >100% (1,764) -22% (2,901) 65% (4,711) 62% (5829) 24% (6,869) 18%
Profit after tax 7,708 44% 9,108 18% 8,015 -12% 10,991 37% 13,601 24% 16,028 18%
Attributable to minorities 0 N/A (125 N/A (250) 100% 21 -92% 27  29% 33 22%
Attributable to preference shareholders N/A N/A N/A N/A N/A N/A
Profit attrib. to ordinary shareholders 7,708 44% 8983 17% 7,765 -14% 11,012 42% 13,628 24% 16,062 18%
Normalised headline earnings banking 7,325 41% 8868 21% 9,337 5% 10,970 18% 13,573 24% 15995 18%
Normalised headline earnings insurance 0 N/A 0 N/A 0 N/A 0 N/A 0 N/A 0 N/A
Normalised headline earnings 7,325 41% 8,868 21% 9,337 5% 10,970 18% 13,573 24% 15,995 18%
Key items from Statement of Financial Position (KSh Dec 12A  %chg Dec 13A  %chg Dec 14A  %chg Dec 15E  %chg Dec 16E  %chg Dec 17E  %chg
Common equity 29,813 39% 36,772 23% 42,891 17% 51,417 20% 62,248 21% 74,849 20%
Customer deposits 162,267  14% 175,425 8% 217,698  24% 265,422  22% 315,108  19% 362,374 15%
Government securities 27,694 63% 25,307 -9% 21,140 -17% 26,542 26% 31,511 19% 36,237 15%
Gooduwill and intangible assets 0 N/A 0 N/A 0 N/A 0 N/A 0 N/A 0 N/A
Gross advances 123,824 9% 141,608  14% 183,943  30% 224,411 22% 264,804  18% 304,525 15%
Total assets 200,773 19% 231,215  15% 285,396  23% 352,783  24% 413,973  17% 474,489 15%
Per share data Dec 12A  %chg Dec 13A  %chg Dec 14A  %chg Dec 15E  %chg Dec 16E  %chg Dec 17E  %chg
Normalised fully diluted HEPS (c) 1.75 17% 2.12 21% 1.91 -10% 2.24 17% 2.78 24% 3.27 18%
IFRS diluted HEPS (c) 175  17% 212 21% 1.91 -10% 224  17% 2.78  24% 327  18%
DPS - ordinary (c) 0.50 25% 0.50 0% 0.50 0% 0.56 12% 0.69 23% 0.82 19%
Dividend payout ratio (x) 0.3 0% 0.2 -33% 0.3  50% 0.2 -33% 0.3  50% 0.3 0%
Tangible book value per share (KSh) 704 16% 8.86 24% 8.79 -1% 1054 20% 1276 21% 1535 20%
Diluted number of shares (period end) (m) 4,191 20% 4,191 0% 4,887 17% 4,887 0% 4,887 0% 4,887 0%
Diluted number of shares (time weighted) (m) 4,191 20% 4,191 0% 4,887 17% 4,887 0% 4,887 0% 4,887 0%
Key valuation Metrics Dec 12A Dec 13A Dec 14A Dec 15E Dec 16E Dec 17E
Tangible book value per share 7.14 8.86 8.79 10.54 12.76 15.35
Price/tangible book value (x) 1.5 1.7 2.3 1.6 1.3 1.1
Price/adjusted HEPS (x) 6.2 7.2 10.5 7.6 6.2 5.2
Dividend yield (%) 4.6 33 2.5 33 4.0 4.8
Price / pre-provision profits (x) 4.3 5.6 7.4 5.8 4.7 4.0
Ratio's disclosed by company Dec 12A Dec 13A Dec 14A Dec 15E Dec 16E Dec 17E
Group ROE (%) 31.0 17.4 20.0 30.0
Net interest margin (%) 0.0 10.8 101 10.1
Credit impairment charge ratio (%) 0.0 0.0 0.0 1.0
Cost-to-income ratio (%) 53.0
Key ratio analysis Dec 12A Dec 13A Dec 14A Dec 15E Dec 16E Dec 17E
Profitability ratios (%)
Bank ROA (%) 4.0 4.1 3.6 3.4 3.5 3.6
Bank gearing (%) 7.2 6.5 6.5 6.8 6.7 6.5
Bank ROTE (%) 28.6 26.6 23.4 23.3 23.9 23.3
Key income statement ratios
Net Interest Margin (SBGS) (%) 10.6 10.7 10.0 9.0 9.2 9.2
Bad debts charge (%) 0.9 0.6 0.7 1.2 1.2 1.3
Cost-to-income ratio (%) 55.4 59.5 59.0 49.9 49.5 49.5
NIR to operating expenses (%) 59.3 55.8 57.1 68.6 67.8 69.6
Tax rate (%) 22.7 16.2 26.6 30.0 30.0 30.0
Key balance sheet ratios
Gross NPL ratio (%) 5.0 4.3 4.3 5.0 5.0 5.0
Specific provisions as percent of NPL (%) 53.3 48.7 30.5 40.0 40.0 40.0
Portfolio provisions to performing loans (%) 1.2 1.1 1.1 1.1 1.1 1.1
Core tier 1 ratio (%) 20.3 15.7 14.6 14.8 15.6 17.2
Tier 1 capital adequacy ratio (%) 20.3 15.8 14.6 14.8 15.6 17.3
Total capital adequacy ratio (%) 23.9 21.2 21.7 20.7 20.7 21.9
ROTE split by ROA and Leverage PPOP and bad debits as % of assets Historic group P/B and ROTE
14 35% 0.0 7.0 10.0 35%
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Source: SBG Securities Estimates, Company Financials
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Statement of Comprehensive Income (US$ m) Dec 12A  %chg Dec 13A  %chg Dec 14A  %chg Dec 15E  %chg Dec 16E  %chg Dec 17E  %chg
Net interest income (US$ m) 185  32% 216 17% 235 9% 232 -1% 287  24% 336 17%
Non-interest revenue (US$ m) 91 20% 107 18% 119  11% 121 2% 145  20% 177  22%
Total revenue 276 28% 323 17% 354 10% 353 0% 431 22% 513  19%
Operating expenses (153) 14% (192) 26% (209) 9% (176) -16% (213) 21% (254) 19%
Indirect taxation N/A N/A N/A N/A N/A N/A
Pre-provision profits 123 52% 131 7% 145  11% 177  22% 218  23% 259  19%
Credit impairments (12)  50% 9) -25% (13) 44% 23) 77% (28) 22% (35 25%
Operating profit 111 52% 122 10% 132 8% 154  17% 190 23% 224 18%
Income (loss) from associates and JVs 0 N/A 0 N/A 0 N/A 0 N/A 0 N/A 0 N/A
Non-recurring items 4  100% 4 0% (12) >100% 0 -100% 0 N/A 0 N/A
Profit before tax 116 55% 126 9% 121 -4% 154 27% 190 23% 224 18%
Taxation (26) >100% (20) -23% (32) 60% (46) 44% (57) 24% 67) 18%
Profit after tax 90 43% 106 18% 89 -16% 107 20% 133 24% 157 18%
Attributable to minorities 0 N/A m N/A (3) >100% 0 -100% 0 N/A 0 N/A
Attributable to preference shareholders N/A N/A N/A N/A N/A N/A
Profit attrib. to ordinary shareholders 90 43% 104 16% 86 -17% 108 26% 133 23% 157  18%
Normalised headline earnings banking 85 39% 103 21% 103 0% 107 4% 133 24% 156 17%
Normalised headline earnings insurance 0 N/A 0 N/A 0 N/A 0 N/A 0 N/A 0 N/A
Normalised headline earnings 85 39% 103 21% 103 0% 107 4% 133  24% 156 17%
Key items from Statement of Financial Position (US$ Dec 12A  %chg Dec 13A  %chg Dec 14A  %chg Dec 15E  %chg Dec 16E  %chg Dec 17E  %chg
Common equity 346 37% 426 23% 474 11% 503 6% 609 21% 732 20%
Customer deposits 1,885 13% 2,033 8% 2,404 18% 2,596 8% 3,082 19% 3,544 15%
Government securities 322 61% 293 -9% 233 -21% 260  12% 308  19% 354  15%
Goodwill and intangible assets 0 N/A 0 N/A 0 N/A 0 N/A 0 N/A 0 N/A
Gross advances 1,438 7% 1,641 14% 2,031 24% 2,195 8% 2,590 18% 2,978 15%
Total assets 2,332 18% 2,679 15% 3,152 18% 3,450 10% 4,049 17% 4,640 15%
Per share data Dec 12A  %chg Dec 13A  %chg Dec 14A  %chg Dec 15E  %chg Dec 16E  %chg Dec 17E  %chg
Normalised fully diluted HEPS (US$) 0.02 0% 0.02 0% 0.02 0% 0.02 0% 0.03 50% 0.03 0%
IFRS diluted HEPS (US$) 0.02 0% 0.02 0% 0.02 0% 0.02 0% 0.03 50% 0.03 0%
DPS - ordinary (US$) 0.01 N/A 0.01 0% 0.01 0% 0.01 0% 0.01 0% 0.01 0%
Dividend payout ratio (x) 0.3 0% 02 -33% 0.3 50% 0.2 -33% 0.3 50% 0.3 0%
Tangible book value per share (US$) 0.08 14% 0.10 25% 0.10 0% 0.10 0% 0.12  20% 0.15  25%
Diluted number of shares (period end) (m) 4,191 20% 4,191 0% 4,887 17% 4,887 0% 4,887 0% 4,887 0%
Diluted number of shares (time weighted) (m) 4,191 20% 4,191 0% 4,887 17% 4,887 0% 4,887 0% 4,887 0%
Key valuation Metrics Dec 12A Dec 13A Dec 14A Dec 15E Dec 16E Dec 17E
Tangible book value per share 7.14 8.86 8.79 10.54 12.76 15.35
Price/tangible book value (x) 1.5 1.7 2.3 1.6 1.3 1.1
Price/adjusted HEPS (x) 6.2 7.2 10.5 7.6 6.2 5.2
Dividend yield (%) 4.6 33 2.5 3.3 4.0 4.8

Price / pre-provision profits (x) 4.3 5.6 7.4 5.8 4.7 4.0
Ratio's disclosed by company Dec 12A Dec 13A Dec 14A Dec 15E Dec 16E Dec 17E

Group ROE (%) 31.0 17.4 20.0 30.0

Net interest margin (%) 0.0 10.8 10.1 10.1

Credit impairment charge ratio (%) 0.0 0.0 0.0 1.0

Cost-to-income ratio (%) 53.0

Key ratio analysis Dec 12A Dec 13A Dec 14A Dec 15E Dec 16E Dec 17E
Profitability ratios (%)

Bank ROA (%) 4.0 4.1 3.6 3.4 35 3.6

Bank gearing (%) 7.2 6.5 6.5 6.8 6.7 6.5

Bank ROTE (%) 28.6 26.6 23.4 23.3 23.9 23.3

Key income statement ratios

Net Interest Margin (SBGS) (%) 10.6 10.7 10.0 9.0 9.2 9.2

Bad debts charge (%) 0.9 0.6 0.7 1.2 1.2 1.3
Cost-to-income ratio (%) 55.4 59.5 59.0 49.9 49.5 49.5

NIR to operating expenses (%) 59.3 55.8 571 68.6 67.8 69.6

Tax rate (%) 22.7 16.2 26.6 30.0 30.0 30.0

Key balance sheet ratios

Gross NPL ratio (%) 5.0 4.3 4.3 5.0 5.0 5.0

Specific provisions as percent of NPL (%) 53.3 48.7 30.5 40.0 40.0 40.0
Portfolio provisions to performing loans (%) 1.2 1.1 1.1 1.1 1.1 1.1

Core tier 1 ratio (%) 20.3 15.7 14.6 14.8 15.6 17.2

Tier 1 capital adequacy ratio (%) 20.3 15.8 14.6 14.8 15.6 17.3

Total capital adequacy ratio (%) 239 21.2 21.7 20.7 20.7 21.9

Source: SBG Securities Estimates, Company Financials
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9M15 Results

Figure 1: Co-Op Bank: 9M15 results
yly Annualised  SBGSe Beat/ (miss) yly YTD SBGSe Difference
Income Statement (Ksh m) 9IM14 9M15 9':';3‘: 9M15 FY15E vs SBGSe Balance Sheet & Key ratios 9IM14 9M15 gr';ii Q;:ii FY15E S‘:GFS:
Interest Income 2085 25953 24% 34604 34259 1% Customer loans (Ksh m) 175970 212360  21%  18% 218973 (3%)
Interest Ex pense (5818)  (8574) 47%  (11432) (10515) 9% Customer deposits (Kshm) 200439 253532  26%  16% 265 422 (4%)
Net Interest Income 15037 17378 16% 23171 23744 (2%) Total assets (Ksh m) 270677 332885  23%  17% 352783 (6%)
Non Interest Income 8448 9250 9% 12333 12352 (0%) Total equity (Ksh m) 42045 49740 18%  15% 51520 (3%)
Total Operating Income 23485 26 628 13% 35 505 36 096 (2%) Net interest margin 9.6% 8.9% 9.0%
Staff costs (6198)  (5747) (7%) (7662)  (8438) (9%) NR/ Op Income 36% 35% 34%
Total Opex (13679) (13 060) (5%)  (17413)  (18004) (3%) Costto Income 58% 49% 50%
PPOP 9806 13569 38% 18091 18093 (0%) Effective tax rate 31% 29% 30%
Loan loss provisions (748)  (1520)  103% (2026)  (2391) (15%) ~ Cost of Risk 06%  1.0% 1.2%
PBT & Exceptional items 9058 12049 33% 16 065 15702 2% NPL/ Gross Loans 4.5% 4.0% 5.0%
Exceptional items 75 115 (35%) 154 0% Loan to deposit 88% 84% 83%
PBT 9132 12164 33% 16219 15702 3% Leverage 6.4 6.7 6.8
Tax (2819)  (3543) 26% @4724)  (4711) 0% ROaA 34%  37% 3%
PAT 6313 8621 37% 11495 10991 5% ROaE 21% 25% 23%

Source: Company filings, SBGS estimates

Note: SBG estimates presented above were estimates in place prior to the release of the 9M15 results
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Companies Mentioned (Price as of 09 Nov 2075)
Co-operative Bank of Kenya (COOP.NR, KSh17.20, BUY, TP KSh24.00)
Equity Group Holdings Ltd (EQTY.NR, KSh42.00, HOLD, TP KSh47.00)
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Analysts’ stock ratings are defined as follows*:
Buy (B): The stock’s total return* is expected to be more than 20% (or more, depending on perceived risk) over the next 12 months.
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highlight a specific near-term catalyst or event impacting the Company or the market that is anticipated to have a short term price impact on the equity
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rating, which reflects a longer-term total absolute return expectation.

As of 15 June 2011, SBG Securities (Pty) Limited ratings are based on (1) a stock's absolute/total return potential to its current share price and (2)
the relative attractiveness of a stock's total return potential within an analyst's coverage universe**, with Buys representing the most attractive, Holds
the less attractive, and Sells the least attractive investment opportunities. In frontier markets like Kenya and Nigeria ratings may fall outside the
absolute total return ranges defined above, depending on market conditions and industry factors, for these countries a 25% and 15% threshold replace
the 20 and 10% level in the Buy and Sell stock rating definitions, respectively, subject to analysts’ perceived risk. The 25% and 15% thresholds replace
the +10-20% and -10-20% levels in the Hold stock rating definition, respectively, subject to analysts' perceived risk.

For securities in developed markets (US, UK, Europe, Japan, and Australia/New Zealand) that operate mostly in low inflation environments and in which
global growth and inflation is lower, the ratings may fall outside the SBG Securities absolute total return ranges defined above, depending on market
condlitions and industry factors. A BUY threshold of +15%, HOLD of +5% and SELL of less than 5% replaces the +20%, 10-20% and less than 10%
levels in the Buy, Hold and Sell stock rating definition respectively, subject to analysts' perceived risk.

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and,/or risk rating, or a
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market price movements and,/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will
become subject to review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives
and should be made only after evaluating the stock's expected performance and risk.

Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24
months or the analyst expects significant volatility going forward.

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected

performance of an analyst’s coverage universe* versus the relevant broad market benchmark**:

Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months.

Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months .

Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months.
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it. Any communication from Research on securities or companies that SBG Securities (Pty) Ltd does not cover is factual or a reasonable, non-material
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*Total return is calculated as the sum of the stock’s expected Capital Appreciation and expected Dividend Yield.
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**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector.
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to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to
definitions above.) An investor's decision to buy or sell a security should be based on investment objectives, current holdings, and other individual
factors.

SBG Securities” policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the market
that may have a material impact on the research views or opinions stated herein.

SBG Securities’ policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please contact
the Legal and Compliance Division of SBG Securities’” and request their Policies for Managing Conflicts of Interest in connection with Investment
Research.

SBG Securities does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot be
used, by any taxpayer for the purposes of avoiding any penalties.

Price Target: (12 months) for (COOP.NR)

Methods: We value Co-operative Bank based on an exit price-to-book (P/B) multiple using the average ROE over the next two years. Given our
average ROE of 24% over the next two year, cost of equity of 17% and a terminal growth rate of 10.0%, we arrive at an exit multiple of 1.9X. We
apply this to our terminal NAV and discount it back along with dividends to today to arrive at our current fair value. We then roll this forward at the cost
of equity less the dividend yield to arrive at our 12-month price target (rounded to the nearest shilling).

Risks: Cost efficiencies expected from the Soaring Eagle transformation project don’t materialise. The tight liquidity environment as a result of the
Central Bank of Kenya’s intervention to manage the slide the Kenya shilling continues to place upward pressure on funding costs. Rising inflation
(second round effects of KES weakness), puts pressure on households’ debt servicing ability. Inflation: 7.0% for Jun 15 vs 6.3% in Mar 15. Increasing
competition continues to erode NIMs by placing downward pressure on loan yields and bids up the cost of deposits. The increased push into SME
lending could result in elevated credit losses should the credit mitigation process fail in this relatively new market segment.

Company Specific Disclosures: Important Disclosures, including price charts are available for compendium reports and all SBG Securities (Pty) Ltd and
Standard Bank Group covered companies by emailing ResearchCompliance@standardbank.co.za or calling +2711 415 4272 with your request.
Standard Bank Group’s Strategy, Technical, and Quantitative Research teams may screen companies not covered by Standard Bank Group. For
important disclosures for these companies, please call +2711 415 4272 or e-mail ResearchCompliance@standardbank.co.za

Important Regional Disclosures

This report covers Co-operative Bank of Kenya. All other companies were used for illustrative purposes only. We are not commenting on the investment
merit of the securities of these companies

Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report.

The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (COOP.NR) within the past 12
months.

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares;
SVS--Subordinate Voting Shares.

Individuals receiving this report from a Canadian investment dealer that is n ot affiliated with SBG Securities (Proprietary) Limited ( “ SBG Securities”)
should be advised that this report may not contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if
this were its own report.

Principal is not guaranteed in the case of equities because equity prices are variable.

Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that.

Taiwanese Disclosures: This research report is for reference only. Investors should carefully consider their own investment risk.

Investment results are the responsibility of the individual investor. Reports may not be reprinted without permission of SBG Securities. Reports

written by Taiwan-based analysts on non-Taiwan listed companies are not considered recommendations to buy or sell securities under

Taiwan Stock Exchange Operational Regulations Governing Securities Firms Recommending Trades in Securities to Customers.

To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important
disclosures regarding any non-U.S. analyst contributors:

The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts listed
below may not be associated persons of SNYS and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on
communications with a subject company, public appearances and trading securities held by a research analyst account.

Anne Kahure, James Starke, Non-U.S. Analyst(s) is a (are) research analyst(s) employed by SBG Securities.(Proprietary) Limited (“SBG Securities”).
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Important Standard Bank Disclosures

Company Disclosure
Co-operative Bank of Kenya D
Equity Group Holdings Ltd D
A: The analyst, a team member, a member of the analyst's household or a team member's household serves as an officer, director or advisory board
member of the subject company
B: The company beneficially owns 5% or more of the equity shares of Standard Bank Group as at Nov 2015
C: Standard Bank Group beneficially owns 1% or more of the equity shares of the company
D: The Company is a client of Standard Bank Group
E: Standard Bank Group has lead managed or co-lead managed a public offering of securities in the Company or any related derivatives in the last 12
months
F: Standard Bank Group has received compensation for investment banking services from the company within the last 12 months
G: Standard Bank Group expects to receive, or intends to seek, compensation for investment banking services from the company during the next 3
months
H: SBG Securities (Pty) Ltd has sent extracts of this research report to the subject company prior to publication for the purpose of verifying factual
accuracy. Based on information provided by the subject company, factual changes have been made as a result.
I: Analyst or a member of their household holds long or short personal positions in a class of common equity securities of this company
J: Standard Bank Group is a market maker or liquidity provider in the financial instruments of the relevant issuer or any related derivatives
K:  SBG Securities provided non-investment banking services, which include Sales and Trading services, to the subject company within the past 12
months
L: SBG securities has received compensation for products and services other than investment banking services from the subject company within the
past 12 months
M: Standard Bank Group beneficially owns 5% or more of the equity shares of the Company

* Disclosures are correct as of 10 November 2015.

For purposes of the NYSE and NASD, in connection to the distribution of SBG Securities research, Standard Bank Group must disclose certain material conflicts of interest. Standard
Bank Group expects to receive or intends to seek investment banking related compensation from the subject company Co-operative Bank of Kenya within the next 3 months.

For full conflict disclosures on all companies under coverage by SBG Securities please follow this link
Recipients who no longer wish to receive such research reports should call +27 (11) 415 4272 or email SBGSEquityResearchSupport@sbgsecurities.com

This report may include references to Standard Bank Group Limited’s research recommendations. For further information and for published Standard Bank
reports in their entirety, please visit the website at http://research.standardbank.com/

For SBG Securities disclosure information on other companies mentioned in this report, please visit the website at www.sbgsecurities.com.

Disclaimers continue on next page.
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Disclaimer and Confidentiality Note

SBG Securities (Proprietary) Limited (“SBG Sec”) is the name of the Equities Trading Division of the Standard Bank Group (“SB”) operating under its Corporate and Investment
banking Division (“CIB").

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject SBG Sec to any registration or licensing
requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to SBG Sec. None of the material, nor its
content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of SBG Sec. All
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of SBG Sec or its affiliates.

The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation
of an offer to sell or to buy or subscribe for securities or other financial instruments. SBG Sec may not have taken any steps to ensure that the securities referred to in this report
are suitable for any particular investor. SBG Sec will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to
in this report may not be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment
services. Nothing in this report constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your
individual circumstances or otherwise constitutes a personal recommendation to you. SBG Sec does not offer advice on the tax consequences of investment and you are advised to
contact an independent tax adviser. Please note in particular that the bases and levels of taxation may change.

SBG Sec believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of
the report were obtained or derived from sources SBG Sec believes are reliable, but SBG Sec makes no representations as to their accuracy or completeness. Additional information
is available upon request. SBG Sec accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to
the extent that liability arises under specific statutes or regulations applicable to SBG Sec. This report is not to be relied upon in substitution for the exercise of independent
judgment. SBG Sec may have issued, and may in the future issue, a trading call regarding this security. In addition, SBG Sec may have issued, and may in the future issue, other
reports that are inconsistent with, and reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and
analytical methods of the analysts who prepared them and SBG Sec is under no obligation to ensure that such other reports are brought to the attention of any recipient of this
report. SBG Sec is involved in many businesses that relate to companies mentioned in this report.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future
performance. Information, opinions and estimates contained in this report reflect a judgment at its original date of publication by SBG Sec and are subject to change without
notice. The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial
instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in
securities such as ADRs, the values of which are influenced by currency volatility, effectively assume this risk.

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding
and assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to,
spot and forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in
purchasing a structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in
making such a purchase.

Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment,
in such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to
make the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly
it may prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.

SBG Sec maintains information barriers between its Research Analysts and the rest of its and its shareholders business divisions, more specifically the Investment Banking business.
SBG Sec’ analysts’, strategists’ and economists’ compensation is not linked to Investment Banking or Capital Markets transactions performed by SBG Sec or its shareholders. Facts
and views presented in SBG Sec’ research have not been reviewed by, and may not reflect information known to, professionals in other SBG Sec or Standard Bank business areas,
including investment banking personnel. This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website
material of SBG Sec and SB, SBG Sec has not reviewed the linked site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses
or hyperlinks to SBG Sec or SB’s own website material) is provided solely for your convenience and information and the content of the linked site does not in any way form part of
this document. Accessing such website or following such link through this report shall be at your own risk.

This report is issued and distributed in Europe by Standard Advisory London Limited, 20 Gresham Street, London EC2V 7JE which is authorised by the Financial Conduct
Authority (“FCA"). This report is being distributed in Kenya by CfC Stanbic Bank Limited; in Nigeria by Stanbic IBTC; in Angola by Standard Bank de Angola S.A.; in China by
Standard Bank Limited; in Botswana by Stanbic Bank Botswana Limited; in Democratic Republic of Congo by Stanbic Bank Congo s.a.r.l.; in Ghana by Stanbic Bank Ghana Limited;
in Hong Kong by Standard Advisory Asia Limited ,in Isle of Man by Standard Bank Isle of Man Limited; in Jersey by Standard Bank Jersey Limited; in Madagascar by Union
Commercial Bank S.A.; in Mozambique by Standard Bank s.a.r.l.; in Malawi by Standard Bank Limited; in Namibia by Standard Bank Namibia Limited; in Mauritius by Standard
Bank (Mauritius) Limited; in Tanzania by Stanbic Bank Tanzania Limited; in Swaziland by Standard Bank Swaziland Limited; in Zambia by Stanbic Bank Zambia Limited; in
Zimbabwe by Stanbic Bank Zimbabwe Limited; in UAE by The Standard Bank of South Africa Limited, Dubai branch

In respect of the United States, this report is solely intended for distribution to US institutional investors that qualify as Major US Institutional Investors under Securities Exchange
of 1934 Rule 15a-6.In jurisdictions where SBG Sec is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable
securities legislation, which will vary from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or
licensing requirements.

All rights reserved. Any unauthorized use, duplication, redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the Product by
electronic mail, posting of the Product on a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The
information contained in the Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this report, MSCI
sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any other MSCI
intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is provided on an “as is" basis. The
user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the information hereby
expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. Without limiting
any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any
damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates. SBG Securities Proprietary Limited (“SBG
Sec”) accepts no liability whatsoever for the actions of third parties. The document may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which
the document refers to website material of SBG Sec, SBG Sec has not reviewed the linked site. Equally, except to the extent to which the document refers to website material of
SBG Sec, SBG Sec takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or hyperlink
(including addresses or hyperlinks to website material of SBG Sec) is provided solely for your convenience and information and the content of the linked site does not in any way
form part of this document. Accessing such website or following such link through the document or the website of SBG Sec shall be at your own risk and SBG Sec shall have no
liability arising out of, or in connection with, any such referenced website.

Please note that this report was originally prepared by SBG Sec for distribution to SBG Sec and SB market professionals and institutional investor customers. Recipients who are
not market professionals or institutional investor customers of these firms should seek the advice of their independent financial advisor prior to taking any investment decision
based on this report or for any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which
are not regulated by the PRA or in respect of which the protections of the PRA for private customers and/or the UK compensation scheme may not be available, and further
details as to where this may be the case are available upon request in respect of this report.

In jurisdictions where Standard Bank Group is not already registered or licensed to trade in securities, transactions will only be effected in accordance with the applicable securities legislation,
which will vary from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements”.

SBG Sec is a member of the JSE Limited.
Copyright 2015 SBG Sec. All rights reserved..
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