Diamond Trust Bank: Share Price Movement
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General Disclaimer:

The information contained herein is
obtained from sources, which to the best of
our knowledge are reliable. As such, we are
not responsible or liable for any factual
errors arising thereof. Any opinions
expressed herein are ours and are bound to
change anytime at no notice.

Earnings Announcement

Diamond Trust Bank

Audited Group Statements For
Full Year Ended 31%t December, 2009

Highlights

Profit before tax up 24% to Kshs 2.0 bn

Total operating income up 38% to Kshs 5.1 bn

Recovery in Q4 lending grows loan book

Despite competition for deposits net interest margin rises to 6.5%
Total non performing loans up 50% to Kshs 593 mn

Expansion and staff costs raise cost base 49%

Total deposits up 17% to Kshs 55.0 bn from previous year

Loan book up 25% to Kshs 42.3 bn from previous year
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EPS up 22% to Kshs 7.67. Final dividend of Kshs 1.55 proposed
(with a 2.1% yield) and the books closure date is 27** May, 2010

v" Current share price up 7.1% to Kshs 75.00 since December 2009
against a 23.4% gain in the NSE 20 Index (Jan to Mar)

Report Summary

1: General Review
2: Asset Quality
3:: Conclusions
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Equity Note [Kenya]

1:: GENERAL REVIEW OF DIAMOND TRUST BANK RESULTS

Income Statement (Ksh mn)

Dec 2008 Dec 2009
Interest Income 4,696 6,461 38%
Interest Expenses 2,257 2942 30%
Net Interest Income 2,439 3,520 44%
Non Interest Income 1,236 1,552 25%
Operating Income 3,675 5071  38%
Bad Debts Charge 197 299 52%
Operating Expenses 1,851 2,762 49%
Profit Before Tax 1,627 2,010 24%
Profit After Tax 1,024 1,250 22%
Earnings Per Share 6.28 7.67
Dividend Per Share 1.40 1.55

Dec 2008 Dec 2009
Total Assets 56,146 66,679 19%
Loans and Advances 34,063 42,451 25%
Government Securities 10,161 9,227 -9%
Shareholders’ Funds 7,020 8,088 15%

Selected Performance Ratios

Industry

Dec-08
Interest Margin 11.4%
Net Interest Margin 8.0%
NFT to Total Income 40.7%
NFI to Operating Cost 0.73x
Cost to Income 55.9%
Loss Provision to Income 8.5%
Operating Margin 35.6%
Earnings Margin 24.8%
ROE 24.6%
ROA 2.8%
Leverage (assets:equity) 7.0x
Loans to Deposits 72.4%
Government Securities 17.9%

To Total Assets

Analysis of Non Interest Income Streams

DTBK

Dec-08
11.5%
6.0%
33.6%
0.67x
50.4%
5.4%
44.3%
27.9%
18.7%
2.2%
8.0x
74.3%

18.1%

DTBK

Dec-09
11.9%
6.5%
30.6%
0.56x
54.5%
5.9%
39.6%
24.7%
19.4%
2.0%
8.2x
77.2%

13.8%

FullYr08 FullYr09  Full Yr09

Growth Growth Ksh mn

Commissions Inc 66.3% 19.6% 848
Forex Inc 156.7% 25.1% 611
Other Income 129.5% 133.9% 93

Commission Income to Non Interest Income
Full Yr 08

Full Yr 06
71.6%

Full Yr 07
67.3%

57.3%

Source: Diamond Trust Bank Published Annual Results
*‘Industry figures for 09 ROE, ROA and Leverage are estimates

Full Yr 09

54.6%

Core income streams continue double digit growth

Interest income registered good growth and average growth over
the last three years was 50% versus 52% for interest expenses.
All income streams performed better as reflected in the interest
margin that rose 0.4%; interest expenses didn’t hinder growth in
the net interest margin (up 0.5%) despite the continued use of
high cost deposit funds. Kenyan banks in ’09 were operating in a
hostile environment as reflected in household lending that grew
marginally by 4.8% y-o-y to Dec. ‘09. A large portion of DTBK
lending in '08 (726%) comprised loans to households while the
other key segment was wholesale & retail trade (up 38% in ’09).
DTBK seems to have profited from private sector lending in Q4.

Growth in bad debts charge depresses the operating margin

There was a significant rise in the loan loss provision which is
consistent with the increase in risk weighted assets and the
management’s prudent approach to bad debt provisioning.

Non interest income growth still not significant

The income contribution from non interest income (NFI) was
not as spectacular as previous years where the three year average
growth in NFI was around 56%. The contribution from the
bank’s treasury department (forex trading) continued to add new
growth to this income stream while commissions income grew
well (below three year average of 41%) driven by ordinary fee
commissions as loan fee growth remained largely flat.

DTBK’s leverage ratio has risen quickly since ‘07 from 6.6x to
8.2x as its balance sheet expanded, but we believe that the bank
has adequate capital to increase lending for the next 12 month.
This is important because there are signs that private sector
lending will pick up in ’10 and thus a high capital base will allow
the bank’s top-line income to grow unimpeded. Based on the
government recent commitment to bring down long term rates
we expect lending rates to decline in ’10. We estimate the WAIR
rose 50bp from 11.4% to 11.9%, while the net WAIR rose 60bp
from 5.7% to 6.3% during ‘09, supporting the net interest margin

Cost base still feeling the pressure from regional expansion

The bank’s cost income ratio rose marginally during the period
by 4.1% largely due to high operating and staff costs. Over the
past few years the bank has placed a lot of emphasis on its IT
infrastructure and we believe this has helped keep the costs of
regional expansion somewhat low. We expect operating costs to
grow slower in ‘10 as DTBK continues to attract regional deposits

Faida Investment Bank Research 2
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2:: ASSET QUALITY

Ff Equity Note [Kenya]

“With prudent lending comes lower gross NPLs decline and zero NPL exposure”

Other Disclosures (Ksh mn)

Diamond Trust Bank Dec-08 Dec-09

Gross NPLs 660 637 -4%
Interest in Suspense 265 44 -83%
Total NPLs 395 593  50%
Loan Loss Provision 283 337 19%
Net NPLs 112 255 128%
Net Exposure 0 0

Risk Weighted Assets 28,526 32,310 13%
Diamond Trust Bank Ind. ‘09 Dec-08  Dec-09
Total NPLs / Total Loans 6.8% 1.2% 1.4%
NPL Coverage 45.0%  71.7% N/A
Core Capital to RWA 18.9% 15.6% 15.4%
Total Capital to RWA 19.5% 19.8% 19.0%
Liquidity Ratio 39.8% 41.3% 33.6%

Despite dip in gross NPLs, net NPLs rise

The bank recorded a large rise in bad loans (net NPLs) as a result
of recording lower interest in suspense; but, the total NPL to
total loans ratio rose marginally by 20bp to 1.4%, firmly below
the industry average. The net NPL exposure was zero as the
realizable value of securities held covered customer advances.

The bank’s capital ratios remain high relative to the ‘09 industry
average due to higher earnings retention (they have adopted a
conservative dividend policy paying about 20-30% of earnings).
DTBK supplementary capital consists of long term borrowings (a
mix of senior and subordinate loans) advanced by IFC (a major
shareholder of the bank). We anticipate DTBK will have enough
capital and liquidity in ’10 to expand its balance sheet and will
not need to source fresh capital from the capital market.

Stock Details | Sector: Finance & Investment | Share Price: Ksh 75.00 | Trailing PE: 9.8x | Div Yield: 2.07%

Monchlvy DTBE Price vs NSE 20 Share Index
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Source: NSE

3:: CONCLUSIONS
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Positive Outlook

We expect the management to continue to expand regionally and this may provide the bank with reduced economic risk

exposure to the Kenyan economy (where it derives 76% and 80% respectively of its operating income & trading profits). We

expect the bank’s top-line growth to continue contingent on the recovery of GDP growth and its key loan segments, which
should reflect positively in the loan book. The Central Bank of Kenya is expected to place more pressure on banks in ‘10 to

lower long term lending rates especially considering the lowering of yields on long term bonds. Competition for deposits

between the Treasury and commercial banks will keep the bank’s interest margins narrow. We expect the cost base to rise
only marginally given the current low inflation environment. Using a blend of PBV and PE multiples we estimate DTBK’s
fair value at Kshs74.88 and recommend a hold decision as we expect the retention of the ‘09 dividend policy throughout ‘10.

Faida Investment Bank Research =3
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Stock Data Sheet
Brief Profile

*Pricing as at March 18, 2010

Large Shareholders as at Year End

**Fiscal Year End: December

Kev Banking Ratios (%)

Equity Note [Kenya]

The bank s Tmﬂngf:E TD:J Tier 1 banks 2006 2007 2008 Industry MarketShare 2007 2008 2009
operate more than 29 branches in Habib Bank Limited 37z 872  10.00 Deposit Liabilities 3.9 4.9 3.2
Kenya, Tanzania, Uganda and Burundi.  Barclays (K) Nom. A/CIFC  10.06 8.85 0.85 Net Advances 4.7 5.1 5.6
Kenyan Banking Peer Comparison (latest 12 month figures) - Ksh mn Bank Accounts 0.6 0.6

Mkt Cap Op.Inc Profit ROA ROE PBV Branches ATMs Costto Income 3135 a4 4.5
CFC Stanbic Bank 12,179 7.083 732 1.0 6.3 0.8 13 3l NFI to Total Inc 26.9 336 30.6
Diamond Trust Bank 12,228 5,071 1,250 2.0 19.4 1.3 29 22 Leverage 8.6% 8.0x 8.2x
NIC Bank Group 12,402 38786 1.086 2.4 18.2 1.8 14 20 Loans to Deposits 79.0 74.3 77.2
Trading History | 2002 2003) 2004 2005 2006/ 2007 2008| 2009| Growth Trends 1¥r  3Yr  Ind
Inflation Adj Return% 15.27 2221 -8.2 32.6; 122.8 40.1; -36.1 -4.4 2009 07-09 2009e
Share Price 0 11.1; 2500 0.0 44,00 1529 321 -27.5 2.2} Operating Income %4 3g.0 0.0 139
NSE 20 Index % 0.6 1009 7.8 41.2 374 -4.7,  -33.3 -7.8! Operating Costs % 49.2 331 13.2
Market Cap - Shm 793 2783 2783 4008 10132 15407 11168 11413 Pre Tax Profit % 23.8 44.2 15.8
Valuation (x) 2002 2003 2004 2005 2006 2007 2008 2009 ReturnsAnalysis 1¥r 3Y¥r Ind
Price/Earnings (P/E) 10.3 20.8 13.3 13.8 213 22.3 10.9 11.1 2009 07-09 2009e
NSE-20 Index (F/E) 11.4 20.0 153.3 13.3 15.8 16.1 11.5 8.4 Return on Assets U5 2.0 2.2 28
PBV (Diamond Trust) 0.8 21 1.9 2.4 3.3 2.8 1.6 1.4 Return on Equity % 19.4 18.3 24.6
PBV [NSE Banks) 1.0 2.8 2.8 2.7 4.3 3.9 2.4 1.9 ROE/Annual Inflation 21 1.7 2.7
Margins ZDDZ‘ Zﬂl]3| Zﬂﬂ4| Zl]l]5| Zl]I]ﬁ| Zl]l]?| ZDDB| 2.l]l]9| Revenue/Head-Ksh m 12.8 10.1 3.2
Interest Margin % 11.2 8.7 8.3 12.0 11.5 121 11.5 11.9  Profit per Head-Ksh m 3.2 2.7 1.3
Net Interest Margin 94 7.2 8.6 6.4 6.9 6.4 8.8 6.0 6.3 Operating Cost Management
Int. Spread %3 (est ) 4.0 21 2.1 a1 a1 3.4 3.3 3.4  NFIto Operating Cost 0.6x 0.6x 0.7x
Earnings Margin 94 171 21.7 22.7 25.7 32.3 20.3 27.0 24,7  Salaries to Total Inc 23.3 24.8 27.5
Inc Statement-Kshm 2006 2007 2008 2009 Q1'09 Q2'09 Q3'09 0Q4'09 Asset Quality
Net Interest Inc 1079 1721 2439 3320 790 799 876 1053 NetNPL (% CHG) 128.2 103.8 23
Non Interest Inc 431 634 13238 1332 408 Jail 381 411 NPL as % total loans 1.4 11 a,
Operating Costs 770 1212 1831 2782 668 6a1 734 5899  Financial Position as at 31st December 2009
Loan Loss Provision 29 a7 197 200 g7 3 47 92 HKsh million Dec-08 Dec-09
Net Income 488 740 112a 1334 233 209 283 3406  Net Loans & Advances 34,083 42,432
EP5 (Ksh) 3.38 4.24 6.28 7.67 1.56 1.65 175 3.30 Government Securities 10,161 9,227
DPS (Ksh) 1.00 1.40 1.40 1.35 - - - 0.20 Placements with Banks 5,433 7,392
Issued Shares Mn 140 153 163 153 153 153 163 163  Cash and Bank Balances 3,889 4,371
Bk Value per Share 20,52  33.60 43.06 49.61 4459 4494 4569 49.61 Intangible Assets 233 309
Balance Sheet-Kshm Other Assets 2,325 2,729
Loans & Advances 13833 23182 34063 42452 37153 37419 38374 42452 Total Assets 56,146 66,679
Net NPLs 30 Ga 112 233 157 66 131 235 Deposit Liabilities 45,853 54,955
Deposit Liabilities 15852 29347 45853 54955 40615 53006 350395 54955 Borrowed Funds 1,938 2,293
Asset Base 21737 35993 56146 06679 60676 64047 61975 68679 Other Liabilities 1,314 1,343
Shareholders’ Funds 2868 53479 7020 8088  728Y 7328 78l2 8088 Total Liabilities 49,125 58,591
Liquidity % 33.0 334 41.3 33.a8 42.5 41.9 32.7 33.6 Minority Interests 1115 1,090
Capital Adequacy % 19.7 19.1 19.8 19.0 18.5 17.5 17.9 19.0  Total Equity 7,020 8088
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GLOSSARY OF TERMS USED IN DOCUMENT

Deposits/Deposit Liabilities — Refers to both customer deposits and deposits due to other banking institutions
Bad Debts Charge — Also known as loan loss provision in the income statement

Government Securities — Treasury bills and bonds (both domestic and foreign)

Core Capital Ratio — Tier 1 capital as a percentage of deposit liabilities

Capital Adequacy Ratio — (Tier 1 + Tier 2 capital) as a percentage of total risk weighted assets
Interest Spread — Difference between interest margin and net interest margin

NFI - Non Funded Income or Non Interest Income (comprising commissions, forex income & others)
NPL — Net Non Performing Loans (adjusted for interest suspended and loan loss provisions)

ROE — Return on Equity (annualized only where interim figures are available)

ROA — Return on Assets (annualized only where interim figures are available)

PBV - Refers to Price-to-Book Value (Formula: Market Capitalization / Shareholders Funds)
Inflation Adj Returns — Real returns adjusted to reflect the country’s overall average annual inflation

Disclaimer and Confidentiality

General

This report is intended solely for clients and prospective clients of Faida Investment Bank Limited (“FIB”). The research report is based on
information from sources that FIB believes to be reliable. It is subject to copyright and may not be reproduced in whole or in part without
written permission. All views, opinions and estimates contained in this report may be changed after publication at any time without notice.
Past performance is not indicative of future results. The information, opinions and recommendations contained herein are and must be
construed solely as statements of opinion and not statements of fact. No warranty, expressed or implied, as to the accuracy, timeliness,
completeness, merchantability or fitness for any particular purpose of any such recommendation or information is given or made by FIB in
any form or manner whatsoever. FIB will accept no responsibility of whatsoever nature in respect of any statement, opinion,
recommendation or information contained in this document. For further information contact any FIB branch office through the contacts

below.

About Faida Investment Bank Limited

Faida Investment Bank Limited (“FIB”) is a market leader in the Kenyan securities and capital markets, achieving consistent, unassailable
excellence in secondary trading at the Nairobi Stock Exchange. FIB principal business activity is the provision of investment banking and
stockbrokerage services and is regulated by the Capital Markets Authority. Among the services FIB offers include brokerage services,
portfolio management, investment advisory, corporate finance advisory, institutional and markets research. Our reputation is best reflected
in the quality of our customer base, institutions and individuals who demand and get the highest value proposition. FIB is also involved in
the development of capital markets in East Africa by facilitating training workshops and as a founding member of the Rwanda Stock

Exchange, where it is licensed as Faida Securities Rwanda.

Head Office: Nairobi Office: Nakuru Office:
University Way, Muindi Mbingu St. Standard Street, Muindi Mbingu St. Kenyatta Avenue
Windsor House, 1 Floor Ecobank Towers, 7 Floor Vikers House, 1 Floor
P. O. Box 45236 - 00100 P. O. Box 45236 - 00100 P.O.Box 611
NAIROBI NAIROBI NAKURU
Tel: (+254-02) 2243811/2/3 Tel: (+254-020) 2210561/571 Tel: (+254-051) 2215449
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