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NSGB: 2Q12 Pre-tax profit inline – HOLD  

 

2Q12 net profit above expectations. NSGB posted a net profit of 

EGP436m in 2Q12 (up 24.5% QoQ and 18.0% YoY), 6.6% above our 

estimate (EGP409m) and 19.6% above market consensus. Net profit for 

1H12 was EGP786m, up 7.1% YoY and 3.5% above our estimate 

(EGP759m). Pre-tax income was in line with our estimate at EGP507m, 

but NSGB reversed a one-off provision of EGP34m (for a tax treatment 

of T-bills/bonds). Therefore, the variance can be attributed to recording 

lower-than-expected income tax (27.1% below our estimate), with an 

effective tax rate of 14.2% cf. our estimate of 19.4%.  

NII increased 4.4% QoQ, 3.7% above our estimate. Net interest 

income (NII) came in at EGP643m in 2Q12, up 25.5% YoY and 4.4% QoQ 

(3.7% above our estimate), owing to a 6.8% QoQ increase in income 

from customer loans. Annualised net interest margin (NIM) improved to 

4.04% in 2Q12 (18bps above our estimate) cf. 3.91% in 1Q12 and 3.29% 

in 2Q11.  

The interest spread also widened, reaching 4.16% from 4.11% in 1Q12. 

This was mainly owing to a 42bps improvement in interest yields in 

2Q12 (though it was partially offset by a 38bps surge in funding costs), 

particularly on T-bills whose average yield increased c. 60bps in 2Q12. 

We expect NSGB’s NIM to remain high through 2H12 and to end 2012 

at c. 4.0%. 

F&C up QoQ and 5.4% above our estimate. Fees and commissions 

(F&C) increased to EGP202m in 2Q12, up 8.4% QoQ and 15.6% YoY 

(5.4% above our estimate). This growth resulted primarily from an 8.2% 

QoQ increase in credit fees and commissions. Investment commissions 

also showed a 29.6% increase QoQ. Based on this, we expect our full-

year F&C forecast to reach EGP809m (up 12.8% YoY).  

 NSGB vs. EGX 30 Rebased 

 

 

 Source: Bloomberg, NAEEM Research 
 

 
   

 Market Price (EGP) 30.5 

 Target Price (EGP) 30.1 

 Downside Potential (%) -1.5 

 Free Float (%) 22.8 

 Market Cap. (EGPm) 12,314 

 Market Cap. (USDm) 2,025 

 Reuters Code NSGB.CA 

 Bloomberg Code NSGB EY 

 

Year to 31 Dec. 2010a 2011a 2012e 2013f 2014f 

Total oper.inc (EGP) 2,877 3,114 3,602 4,001 4,317 

Total oper.inc (%) 17% 8% 16% 11% 8% 

Net Profit (EGP) 1,338 1,490 1,738 1,964 2,106 

Net Profit (% Δ) 4% 11% 17% 13% 7% 

EPS (EGP) 3.32 3.69 4.74 5.36 5.75 

EPS (%  Δ) 4% 11% 28% 13% 7% 

P/E (x) 9.20 8.27 6.44 5.70 5.32 

P/B (x) 1.69 1.67 1.45 1.27 1.13 

Yield (%) 4.09 4.09 4.09 4.91 5.73 

ROAE (%) 21.6 21.3 21.9 21.6 20.5 

NIM (%) 3.32 3.45 3.98 3.88 3.56 

Non-interest Margin (%) 1.63 1.49 1.37 1.52 1.57 

Source: Company data, NAEEM estimates  

Closing price as of 8 August 2012 
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NSGB EGX 30 Rebased 

► National Société Générale Bank (NSGB) reported 2Q12 net 

profit of EGP436m (up 18.0% YoY and 24.5% QoQ), 6.6% 

above our estimate and 19.6% above market consensus  

► 1H12 net profit came in at EGP786m, up 7.1% YoY 

► Total assets remained flat QoQ at EGP63.8bn. Loans grew 

3.7% QoQ (in line with our estimate), while deposits fell 

1.6% QoQ (4.3% below our estimate)  

► Asset quality deteriorated slightly, with the NPL ratio 

coming in at 3.34%, higher than the 3.15% reported in 1Q12 

and the 3.25% in 2Q11. However, provision cover was at 

113% 

► We maintain our TP at EGP30.1/share and our HOLD 

recommendation  
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Operating costs up YoY, but down QoQ. G&A expenses reached EGP233m in 2Q12, up 4.2% YoY but down 4.9% QoQ 

(6.3% below our estimate). NSGB has not added any new branches to date, which indicates that it has paused its expansion 

plan of adding 10-15 branches annually on account of the current unstable country circumstances. Nevertheless, we believe 

it may open one or two branches in 2H12 if conditions improve. The total number of branches currently stands at 160. This 

resulted in the cost-to-income ratio improving to 30.3% in 2Q12 cf. 33.9% in 1Q12 and 35.4% in 2Q11. We expect the cost-

to-income ratio to average at 32% by end-2012.  

Assets up YoY, but flat QoQ. NSGB's total assets remained almost flat QoQ at EGP63.8bn (up 4.8% YoY) and 2.0% below 

our estimate of EGP65.1bn.  

Loan book increased 6.8% YoY and 3.7% QoQ to EGP37.3bn (in line with our estimates). Corporate loans were the main 

growth driver over the quarter, rising 3.3% QoQ (up 4.7% YoY) and contributing 58% to total loan growth in 2Q12. This was 

primarily a result of extending overdrafts (up 4.4% QoQ), which indicates that credit demand is still limited to short-term 

financing needs. We expect this trend to continue through 2H12 and probably into early 2013, with demand on longer-term 

funding returning once a clearer political and economic picture emerges. The retail loan book witnessed a decent 5.5% QoQ 

growth (up 17.1% YoY) and constituted 18% of the total loan book at the end of the quarter.  

The bank’s deposits increased 2.1% YoY, but declined 1.6% QoQ to EGP51.6bn (4.3% below our estimate). Deposits in the 

retail segment grew by a decent 2.3% QoQ, but the increase was offset by a 4.2% QoQ contraction in corporate deposits. On 

the other hand, local deposits increased 6.1% YoY (flat QoQ), while foreign deposits witnessed a decline both YoY and QoQ, 

of 6.0% and 4.7%, respectively. NSGB’s loan-to-deposit ratio (LDR) increased to 72% in 2Q12 cf. 69% in both 2Q11 and 1Q12. 

We expect total assets to increase 9.1% in 2012, backed by a 6.7% annual increase in the deposit base. As for loans, we 

believe they will grow 8.7% for the full-year 2012, with the LDR reaching 71.5%. 

Asset quality weakening. The NPL ratio increased to 3.34% in 2Q12 cf. 3.15% in 1Q12 and 3.25% in 2Q11 (weaker than our 

forecast of 3.1%). This increase resulted mainly from the corporate sector NPLs, which increased 12% QoQ and constituted 

83% of NPLs growth during the quarter. We believe that some downgrades took place during the quarter, accounting for the 

still unstable operating environment. Provision cover came in at 113%. Credit provisions booked during the quarter reached 

EGP185m cf. EGP31m in 2Q11 (and cf. our estimate of EGP48m). Provisions taken for the corporate segment constituted 92% 

of total loan provisions during the quarter (up 281% QoQ). Meanwhile, total loans overdue but not yet impaired increased 

3.0% QoQ, resulting mainly from a 7.2% increase from corporate overdues. Nevertheless, total overdues still constitute 1.7% 

of gross loans. 

We expect NSGB to record lower provisions in 2H12 compared with 1H12, although we don’t rule out further loan book 

downgrades in the coming quarters. However, we believe that provisions recorded till date is sufficient to cover any 

anticipated downgrades in the near future. We estimate provisions for full-year 2012 to reach c. EGP355m and the NPL ratio 

to end-2012 at 3.4%, with provision cover remaining above 100%.  

We maintain our TP at EGP30.1/share and HOLD recommendation.  
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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 9 August 2012Rating distribution as of  

BUY >20% 52% 

ACCUMULATE >10% to 20% 13% 

HOLD +10% to -10% 32% 

REDUCE <-10% to -20%  0% 

SELL < -20%  3% 
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