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Initial opinion Sector CONSUMER LOAN Target Price MAD 1.372
Release date 09/14/2020 Reuters EQD.CS Upside 20%
Initial Target Price MAD 1.200 Bloomberg EQD MC Investment Horizon 12 Months

CONFIRMATION OF THE RECOVERY... , UPWARD REVISION OF THE STOCK TARGET PRICE

A confirmed recovery of "consumer loans” in Morocco

) ) - ) Walid Kabbaj
At the end of the 1°" half of 2021, Eqdom confirms the recovery of its activity by recording a 48.0%

increase in its loan production compared to H1-20 to MAD 1,279 Mn. This is a level almost similar 2515;2;;9 14 82

to that observed pre-health crisis, i.e. around MAD 1,300 Mn. w.kabbaj@attijari.ma
It is reassuring to note that this recovery in activity is driven by the good momentum in the two

pillars of the Moroccan consumer loan sector. On the one hand, the production of “automotive Taha Jaidi
loans”, which jumped by 86.0%. On the other hand, “Personal loans” which grew by 28% over the Head of Strategy

+212529 03 68 23

same period. t.jaidi@attijari.ma

Financial achievements limited by the weight of the cost of risk

In a context of economic recovery, the operator’s consolidated NBI stood at MAD 276 Mn, up 10.4% STOCK EVOLUTION (BASIS 100)

compared to H1-20 and 1.3% compared to H1-19. The good control of general operating expenses
allows the GOl margin to remain stable at 55%, in line with the average observed over the 2018-
2020 period. The increase in the net cost of risk by MAD +36 Mn to MAD 115 Mn weighed on the
earning power. To this end, the NIGS is almost similar to that of H1-20, i.e. MAD 20 Mn.

D EQDOM OMASI

The achievements in terms of NBl and Gross Operating Income remain in line with our annual
forecasts for 2021E through achievement rates of 51% and 48% respectively. Meanwhile, the low
achievement rate of the NIGS does not call into question since we expect an acceleration in the
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normalization of the cost of risk during H2-21.

A revision of the stock target price from MAD 1,200 to MAD 1,650

Since our “BUY” recommendation » on September 14", 2020, Eqdom stocks posted a performance
of 39%, from MAD 990 to MAD 1,372. Taking into account the solid recovery in household con-

MARKET INDICATORS

sumption, the room for normalization of the cost of risk and the decrease in the stock’s discount Rerformances((%) 0 8l Wk
rate, we raised our target price to MAD 1,650 against MAD 1,200 initially. This is an upside poten- ;T:M zz :z zz:
tial of 20% over the MT. . - -
Beyond its positive outlook, the ability of Eqdom to return to its normative dividend at the end of
the 2020R-2023E period would improve its attractiveness on the stock market. According to our ADV [MAD MN) 1M 3M 12M
scenario, the DPS would evolve from MAD 65 to MAD 80 during this period, i.e. an average D/Y of EQOkS L5 L5 né
5.6% against 2.8% for the Moroccan Equity market. MASI B 146
EQDOM: CONSOLIDATED H1-21 RESULTS VS. INITIAL FORECASTS AGR 2021E o

Capitalisation Au 10/14/2021
In MAD Mn  H1-2019 H1-2020 H1-2021 VAR 2021E AR 2021E" L[k DIMN 2222

In $ MAD 253
NBI 273 250 276 +10.4% 543 51%

Prices of 10/14/2021

GOl 154 142 152 +6.9% 317 48%
GOl Margin 56.4% 56.8% 55.0% -1.8 pt 58.5% -
Cost of risk 33 79 115 +46.2% 163 71%
Reported NIGS 69 22 20 -7.6% 95 21%
Net Margin 25.3% 8.7% 7.3% -1.4 pts 17.5% -

(1) AR: Achievement rate, i.e. results H1-21 R / Annual forecasts 2021E

Sources : Eqdom PR, AGR Computations & Estimates , Call with market professionals
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By Attijari Global Research

"Automotive” &"Retail”, the barometers of the recovery
The dynamics of the “Automotive” and “Retail” activities constitute, in our opinion, a reliable EVOLUTION : AUTOMOTIVE VS. RETAIL SECTORS

barometer to assess the strength of the recovery of the Moroccan consumer loan sector. Based

on official figures and our discussions with professionals in the sector, we note two reassuring

Automotive sales LBV sales in Q2

1 1
1 [ 1
findings: i at the end of Sept. i i i
e Automotive sales stood at 131,637 units at the end of September 2021, up + 53.1% in | +53.1% i i i
comparison to September 2020 and +12.6% compared to the first 9 months of 2019 [i.e. i : i +15.0% :
pre-crisis period). Also, market operators confirmed the strength of their order books : ! i !
over the coming months ; I +12.6% 10 +9.0% !
1 1
e Modern distribution is showing strong momentum in 2021. As an indication, Label Vie i g ' i '
Group's sales showed solid growth in Q2-21 of +9.0% compared to Q2-20 and of +15% ! Dk '
compared to Q2-19 (pre-crisis period). Also, industry professionals would confirm the 119-21 20-21 : 119-21 20-21 :

solid recovery in sales in the “Leisure & Appliances” category.

Towards a normalization of the Cost of Risk from H2-21
EQDOM : NCR (MAD MN) VS. NCR/OUTSTANDING

Itis true that Egdom’s good commercial performance was limited by the increase in its net cost
of risk of +46.2% from MAD 78.8 Mn in H1-20 to MAD 115.2 Mn in H1-21. Nevertheless, we be- 1.37%
lieve in a readjustment of this indicator for the following reasons :

1.25%

e Like the banking sector, the trend of the Moroccan consumer loan sector would be
marked by a visible improvement in the cost of risk from H2-21 compared to an over-
provisioning observed in 2020. This scenario is supported by the net improvement in

economic, sectoral and health indicators in Morocco ;

e The significant increase in loan production will take place in 2021 on a better risk basis I I
compared to 2020. In fact, finance companies are more selective. Since the average
outstanding loan is less than 4 years, we will see an accelerated normalization of the
net cost of risk over the period 2021-2022.

17-19 2020 2021E  2022E  2023E

Main adjustments to our 2021E-2023E growth forecasts
The update of Eqdom’s business plan during the period 2021E-2023E concerns the following EQDOM : NIGS (MAD MN) VS. RECURRING P/E(x)

adjustments:

e Aslight upward revision of NBl in 2021E, i.e. +10.9% to MAD 562 Mn. In 2022E, growth is
revised to +8.0% against +9.1% initially;

e A downward revision of the net cost of risk in 2021E to MAD 132 Mn against MAD 163
Mn, i.e. a variation of -9.5%. Over the period 2021E-2023E, this would post an AAGR of

-9.9% to settle at MAD 107 Mn. After reaching 1.37% of the gross outstanding, the net
cost of risk would stand at 0.98%. A level above the 2017-2019 average of 0.83%;

e Arevision of the NIGS in 2021 to MAD 87.0 Mn against MAD 95.0 Mn initially. Over the

period 2021E-2023E, the retained AAGR is 28.0% equivalent to a target profit of MAD 143 35 &
Mn and a dividend capacity of MAD 80 per stock ; . I
e Finally, a significant revision of the discount rate from 9.4% in September 2020 to 7.8% 2019 2020  2021E  2022E  2023E

in October 2021 following the drop in the Equity Risk Premium, the shift in the yield
curve and the stock’s relative resilience compared to the MASI index.

EQDOM : AGR FORECASTS 2021E-2023E O e o

IN MAD MN 2020R 2021E VAR 20R-21E  2022E 2023E 5.8% e 5.8%
Initial NBI 506 543 +7.2% 592 646 E1% A
New NBI X 562 +10.9% 606 649
Initial GOI 273 317 +16.3% 360 405 .
New GOl - 300 +9.9% 332 360 .
7

Initial GOI Margin 53.9% 58,5% +4.6 pts 60.8% 62.7% 65 0
New GOl Margin - 53.4% -0.5 pt 54.7% 55.6%
Initial NCR 146 163 +11.6% 147 132
New NCR - 132 -9.5% 113 107
Initial NIGS 35 95 +174.0% 130 171 0
New NIGS - 87 152.2% 123 143

ew * ° 2019 2020 2021E  2022E  2023E
Initial DPS 65 57 12.5% 60 103
New DPS - 70 +7.7% 75 80

Sources : Eqdom PR, LABEL VIE PR, AIVAM, AGR Computations & Estimates , Call with market professionals
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RISKS

Investment in Securities is a risky operation. This document is intended for informed investors. The value and yield of an investment can be influenced by several factors both economic and technical.
Previous performances of the different assets classes do not constitute a guarantee for subsequent achievements. Furthermore, forecast of future achievements may be based on assumptions that could not be realized,

LIABILITY LIMITS

The investor acknowledges that these opinions constitute an element of decision support. He assumes full responsibility for his investment choices. Attijari Global Research can't be considered responsible for his investment choices
This document can under no circumstances be considered as an official confirmation of a transaction addressed to a person or entity and no guarantee can be made that this transaction will be concluded on the basis of the terms and conditions contained in this document or on the basis of other conditions.
Attijari Global Research has neither verified nor conducted an independent analysis of the information contained in this document. Therefore, Attijari Global Research doesn't’ make any statement or guarantee and makes no commitment to this document’s readers, in any way whatsoever regarding the

relevance, accuracy or completeness of the information contained therein. In any case, readers should collect the internal and external opinions they deem necessary, including from lawyers, tax specialists, accountants, financial advisers, or any other experts, to verify the adequacy of the transactions which
are presented to them. The final decision is the sole responsibility of the investor. Attijari Global Research can not be held responsible for financial losses or any decision made on the basis of the information contained in its presentations.

INFORMATION SOURCE

Our publications are based on public information. Attijari Global Research strives for the reliability of the information provided. However, it is unable to guarantee its veracity or completeness. The opinions provided are expressed only by the analysts writers.

This document and all attachments are based on public information and may in no circumstances be used or considered as a commitment from Attijari Global Research

CHANGE OF OPINION

The expressed recommendations reflect an opinion consisting of available and public elements during the preparation period of the said note. The views, opinions and other information expressed in this document are indicative and may be modified or removed at any time without prior notice.

INDEPENDENCE OF OPINION

Attijari Global Research preserves full independence regarding the opinions and recommendations issued. As a result, the investment decisions of Attijariwafa bank Group subsidiaries may conflict with the recommendations and / or strategies published in the Research notes.

REMUNERATION AND BUSINESS STREAM

Financial analysts responsible for the preparation of this report receive remunerations based on various factors, among which the quality of the research and the relevance of the topics discussed.

Attijariwafa bank Group maintains a business stream with the companies covered i the publications of Attijari Global Research

ADEQUACY OF OBJECTIVES

The various publications of Attijari Global Research are prepared excluding the individual financial circumstances and objectives of persons who receive them. The instruments and discussed strategies may not be appropriate for the different investor profiles.

For this reason, making an investment decision solely on these opinions may not lead to the intended objectives.

OWNERSHIP AND DIFFUSION

This document is the property of Attijari Global Research. It may not be duplicated or copied partially or fully without the written consent of the management of Attijari Global Research. This document can be distributed only by Attijari Global Research or one of Attijariwafa bank Group's subsidiaries.

SUPERVISORY AUTHORITIES

Attijari Global Research is subject to the supervision of the regulatory authorities for the various countries of presence. These include AMMC in Morocco, CMF in Tunisia, CREPMF in WAEMU, COSUMAF in CEMAC and CMA in Egypt
Any person accepting to receive this document is bound by the terms above.

par l'organe de contrdle relatif aux différents pays de présence. Il s'agit plus précisément de 'AMMC au Maroc, de la CMF en Tunisie, de la CREPMF a 'UEMOA, de la COSUMAF 4 la CEMAC et de la CMA en Egypt. Toute personne acceptant la réception de ce document est liée par les termes ci-dessus.
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