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CIB: 2Q13 beats our estimate, fundamentally a strong BUY 

 

 

 

 

 

Results in Brief. CIB reported strong set of numbers with a net income 

of EGP671mn, beating our estimate by 4%; up 28% YoY, 2% QoQ. Net 

interest income was up 37% YoY and 12% QoQ to EGP1.3bn in 2Q13, 

while operating revenues grew by 49% YoY and 14% OoQ to EGP1.8bn 

in 2Q13. Cost-to-income ratio improved to 25.4% in 2Q13 compared to 

28.8% in 1Q13. The record quarterly performance is attributed to 

growth seen across most of the portfolio, and better efficiencies 

achieved during the quarter. Total assets grew by 12% in 1H13 and 

ROAE came in at 24.6% compared to 23.3% in 1H12.  

Underlying strength in core business. Operating revenues grew by 49% YoY, and 14% QoQ to EGP1.8bn; driven by 37% 

YoY and 12% QoQ growth in net interest income (EGP1.3bn in 2Q13). Strong contribution was also witnessed from non-

interest income. Net-interest-income grew on the back of loan reprising, growth in demand deposit account balances and a 

steady cost of funds. Non-interest income (EGP554mn in 2Q13) continued its strong performance with 87% YoY and 18% 

QoQ growth, driven by contribution from trade finance, dealing room fees and debt capital market revenues during the 

quarter. 

Resilient asset quality:  While delivering strong set of numbers, CIB maintained its resilient asset quality with NPL-to-gross 

loans improving by 3bps QoQ to 3.97% in 2Q13, compared to 4.00% in 1Q13. Loan portfolio increased by EGP1.3bn, or 3% 

YoY in 2013, while deposits grew by 16%YoY to EGP91.3bn in 2013. Loan-loss provisions for 1H13 came in at EGP491mn.  

The results came in better than ours and market expectations in terms of profitability. We recommend a BUY on 

COMI with a fair value of EGP45 per share. In terms of trading patterns, going forward, we believe that a lot would 

depend on how the political situation pans out in Egypt. Other essential, but related factors would include; recovery of the 

EGP, as well as improvement in Egypt’s liquidity situation (centered round FX reserves). However, probabilities of an 

unfavorable outcome (which we think is remote) or growing uncertainty in any of these factors may outpace CIB’s 

fundaments strengths, and in-turn, putting pressure on the stock in the near term. 

In EGPm 2Q13a 2Q12a 1Q13a YoY (Δ) QoQ (Δ) 2Q13e Variance 

Net interest income 1,272 932 1,138 +37% +12% 1,004 +27% 

Operating income 1,826 1,228 1,609 +49% +14% 1,394 +31% 

Operating cost (472) (383) (473) +23% +0% (442) +7% 

Provisions (264) (143) (226) +85% +17% (121) +118% 

Net Income 671 523 658 +28% +2% 646 +4% 

Source: Company data, NAEEM Research 

 

 Recommendation Buy 

 Market Price (EGP) 38.00 

 Target Price (EGP) 45.00 

 Upside Potential (%) 18% 

 Market Cap. (EGPm) 22,760 

 Market Cap. (USDm) 3,253 

 Reuters Code COMI.CA 

 Bloomberg Code COMI EY 

► 2Q13 net income EGP671mn, up 28% YoY, 2% QoQ, beats our estimates by 4% 

► Cost to income ratio improves further in QoQ to 25.4% in 2Q13, compared to 28.8% in 1Q13 

► Consolidated revenues up 49% YoY and 14% QoQ to EGP1.83bn 

► Well distributed growth within the existing portfolio, and better cost efficiencies drive performance 

► NPL-to-gross loans improving by 3bps QoQ to 3.97% in 2Q13, compared to 4.00% in 1Q13 
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Disclosure Appendix 

Disclaimer 

This report is based on publicly available information. It is not intended as an offer to buy or sell, nor is it a solicitation of an offer to buy or sell 

the securities mentioned. The information and opinions in this report were prepared by the NAEEM Research Department (“NAEEM”) from 

sources it believed to be reliable at the time of publication. NAEEM accepts no liability or legal responsibility for losses or damages incurred 

from the use of this publication or its contents. NAEEM has the right to change opinions expressed in this report without prior notice. 

This research report (including all appendices) contains information that is intended to be conveyed only to the intended recipients, which 

insofar as the United Sates is concerned, are “major U.S. institutional investors” (i.e., U.S. institutional investors having total assets under 

management in excess of USD100 million, or investment advisers that are registered with the U.S. Securities and Exchange Commission and 

have total assets under management in excess of USD100 million). If the reader or recipient of this research report is not the intended recipient, 

please notify NAEEM immediately, and promptly destroy this research report without retaining any portion in any manner. The unauthorized 

use, dissemination, distribution or reproduction of this research report by any person other than the intended recipient is strictly prohibited. 

Analyst Certification  

The primary research analyst/analysts covering the company (or companies) mentioned in this report certify that their views about the company 

(or companies) and their securities are accurately expressed. Further, no part of their compensation, whether pecuniary or in-kind, was, is, or will 

be, directly or indirectly related to the recommendations or views expressed in this research report. Unless otherwise stated, individuals listed on 

the front cover/page of the report are the research analysts. 

Stock Ratings 

NAAEM believes that an investor’s decision to buy or sell a stock should depend on individual circumstances (including, but not limited to the 

investor’s existing holdings and financial standing) and other considerations. Different securities firms use a range of rating terms and rating 

systems to describe their recommendations. Investors should carefully read the definitions of the ratings used in each report. In addition, since 

NAEEM’s research reports contain complete information about the analyst’s views, investors should read NAEEM reports in their entirety, and 

not infer the contents from the ratings alone.  Ratings (and/or research) should not be relied upon as an investment advice. 

NAEEM assigns ratings to stocks on the following basis: 

Rating Upside/Downside potential 18 August 2013Rating distribution as of  

BUY >20% 41% 

ACCUMULATE >10% to 20% 13% 

HOLD +10% to -10% 38% 

REDUCE <-10% to -20%  6% 

SELL < -20%  3% 
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