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LETSHEGO 
 

 

Letshego’s full year results to January 2009 are in line with its first
half year interim results.   
 

 

Earnings increased by 61% driven by an increase in loans and 
advances to customers of 70%, a stable net interest margin of 23%
while impairment expenses remained under control at 2%. 
 

Dividend increased by 35% and current dividend yield is 3.0% 
covered 3.96 times.    

Exotix Limited is authorised and regulated by the Financial Services Authority. Please see disclaimers at the end of this document 1  

  

Letshego released last week its annual results for the year to January 2009 and 
this report is an update of our analysis of Letshego’s interim results published in 
March 5, 2009.  Readers are recommended to refer to the previous note for more 
detailed information. 
Letshego is the leading consumer finance provider in Botswana and has 
successfully expanded to other SSA countries such as Swaziland, Tanzania, 
Uganda, Zambia and Namibia.   The company offers unsecured loans through a 
direct salary deduction scheme and 95% of its clients are civil servants.  
 

 

Key points of Letshego’s summary earnings release were: 
 

•    Attributable income rose 61% to BWP 216m (US$26.7m) reflecting a growing 
loan book both in Botswana and in other countries. 

• Botswana accounts for 83% of profit in FY2009 (93% in FY2008) followed by 
Swaziland and Tanzania with 8% each.  Tanzania grew rapidly in FY2009 
(PTP increased by 1000% from FY2008 to FY2009). Letshego’s expansion 
outside of Botswana has been successful as all subsidiaries are now profitable.  
Uganda and Zambia were loss-making in FY2008.   

 
 

 
 
 
 

 
    

Source: company annual reports 
• Return on Equity improved to 32.4% in 2009 vs. 29.1% in 2008. 
• Cost/income ratio decreased to 24.0% vs 25.8% in 2008.  Letshego has been 

able to contain its costs despite substantial investment in IT infrastructure. The 
management’s target is to maintain Letshego’s cost/income ratio under 25%. 

• Letshego was highly leveraged with a debt/equity ratio of 96.0% in FY2009 vs. 
67.0% in FY2008.  As a non-deposit taking institution, Letshego uses short, 
medium and long term debt as a source of funding.  In addition Letshego 
raised BWP 250m (US$34.5m) in March 2009 through a new share issue. 
Following this Letshego’s debt/equity ratio declined to 62%.  Capital raised will 
be invested in Mozambique (new market) as well as in existing subsidiaries. 

• Letshego acquired Eduloan in Namibia in 2008 and the Namibian subsidiary 
had positive earnings in FY2009.  Letshego’s management expects Eduloan’s 
contribution to the group’s bottom line to increase in FY2010. 

• Earnings growth remained strong both on a year on year basis and semi 
annual basis (see table below).   

Attributable earnings ( BWP mn) 2008 2009 change 
First half 58 96 65.5% 
Second half 76 120 57.8% 
 134 216 61.2% 

      Source: Company annual report 
 

• We do not expect falling demand for diamonds (Botswana’s main export) to 
have a major impact on Letshego’s earnings in Botswana, as the company 
offers loans primarily to civil servants and their employment is more resilient 
than their private sector peers’. We expect Letshego to benefit from lower 
interest rates in 2009 in Botswana as the company has variable rate 
borrowings.  

• Letshego’s share price is now back to its 2007 level and valuations are low 
compared to its Botswana peers based on P/E and price/book ratios. 

• Growth prospects are good for Letshego as the unsecured micro-lending 
segment is underserved in Africa and Letshego’s direct salary deduction 
scheme contains default risks and further the cost/income ratio is low. 

  

Sources: All information, graphs, tables and data used
in this report have been sourced from company
annual/interim reports, share prices from the Botswana
Stock Exchange and FX rates from the Financial Times,
London.   

KEY COMPANY INFORMATION  

Listed Botswana 

Market capitalisation $252m               

Free float 39.5%           

Year end January 

Sector Micro lending 

FX rate BWP 7.14/US$1.00 

SHARE INFORMATION 

P/E (historic) 8.3 

Dividend yield 3.0% 

Dividend cover 3.96 

Price/Book 1.75 

Share price 
(May 5, 2009) 

BWP 9.90 
US$1.39 

LETSHEGO - MICRO PROVIDENT BOTSWANA: 1999-2009
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Pula million Botswana Swaziland Tanzania Other 
 2008 2009 2008 2009 2008 2009 2008 2009 
Pre-tax Profit 201 239 18 23 2 22 4 5 

KEY FINANCIALS (SOURCE: EXOTIX) 
 YEAR END 
DECEMBER EPS P/E DIVIDEND 

PER SHARE 
DIVIDEND  

YIELD 
DIVIDEND 

COVER 
PRICE/ 
BOOK  

ROE 
(%) 

2008A 0.88 14.4 0.22 1.7% 3.97 4.20 29.1% 
2009A 1.43 6.9 0.30 3.0% 3.96 2.25 32.4% 
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 Letshego  financials 2002-09 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Income statement 
 
 
 
 
 
 
 
 
 
 
 
Balance sheet 
 
 
Cost/income ratio declined to 24.0% 
 
 
 
 
 
 
 
 
 
 
 
Loans and advances are up 70% 
 
 
 
 
 
Good EPS growth of 61.3% 

 

Strong dividend growth of 34.8% 

 

 

 

US$ income 
 
 

 BOTSWANA STOCK MARKET Letshego Botswana
Year end October January May 5
Reuters: 2002 2003 2004 2005 2006 2008 2009 2009

15 months*
annualised

Year end share price - Pula 0.90 1.15 1.80 3.55 8.00 12.75 9.90 9.90
Increase -10.0% 27.8% 56.5% 97.2% 125.4% 59.4% -22.4% 0.0%
Year end share price  (US$) $0.17 $0.26 $0.42 $0.65 $1.33 $2.11 $1.34 $1.39
Increase 15.9% 57.2% 62.4% 53.1% 105.9% 59.1% -36.7% 3.6%
Issued shares (million) - year end 150.0 150.0 150.0 150.0 150.0 151.5 151.5 181.5

IPO new New share 
issue issue

Issued shares (million) - adjusted 150.0 150.0 150.0 150.0 150.0 151.5 151.5 181.5
Market capitalisation - Pula million 135 173 270 533 1,200 1,932 1,500 1,797
US$ exchange rate - period end 5.45 4.43 4.27 5.50 6.02 6.03 7.40 7.14
Market capitalisation - US$ million $24.8 $38.9 $63.2 $96.8 $199.3 $320.3 $202.7 $251.7

Inflation rate 11.2% 6.4% 7.6% 11.4% 8.5% 8.1% 13.7%

Interest income 59 86 107 135 170 223 398
Interest expense 10 10 6 7 12 28 72

49 76 101 128 158 195 326
Bad debt charge/(credit) 3 7 3 -5 3 12 29

46 69 98 133 155 183 297
Other operating income 1 2 5 13 27 56 92
Operating expenses 12 14 20 26 43 65 100
Income before tax 35 56 83 120 139 174 289
Taxation 8 15 20 25 32 39 70
Effective tax rate 22.0% 27.1% 23.6% 20.7% 23.0% 22.3% 24.1%
Minorities 0 0 0 0 0 1 3
Attributable to shareholders 27 41 63 95 107 134 216 216
Dividend 8 11 16 24 27 34 55

Bad debt charge to loans & advan 2.1% 3.9% 1.4% -1.6% 0.7% 1.6% 2.2%

Cost/income ratio 23.2% 18.0% 18.6% 18.3% 23.4% 25.8% 24.0%
Other income/net interest income 1.4% 2.0% 4.4% 10.1% 17.0% 28.8% 28.3%
Operating expenses/total assets 7.9% 8.0% 9.2% 7.9% 9.7% 8.0% 7.2%
Net interest margin/total assets 33.4% 43.5% 47.4% 38.9% 35.6% 24.0% 23.3%

Real growth of loans & advances 34.4% 13.7% 13.9% 41.7% 26.9% 74.9% 56.7%
Real growth of total assets 38.3% 11.5% 15.0% 41.9% 27.1% 74.4% 58.9%

Shareholders equity 37 114 164 242 323 460 667 1,027
Fixed assets 0 0 1 2 5 4 7
Goodwill 0 0 0 0 0 0 26
Loans & advances 142 171 208 318 431 788 1,343
Provisions for bad debts 12 15 18 8 7 14 n.a
Bad debt provisions/advances 7.8% 8.0% 8.0% 2.5% 1.6% 1.7% n.a
Loans and borrowings 27 37 36 69 98 307 644
Loans & advances/deposits 519.3% 465.7% 575.3% 460.7% 439.7% 256.9% 208.5%
Loans & advances/total assets 96.1% 97.9% 97.1% 96.9% 96.8% 97.0% 95.8%
Total assets 148 175 214 328 445 812 1,401

Period end P/E 4.9 4.2 4.3 5.6 11.2 14.4 6.9 8.3
Earnings per share - published 0.18 0.27 0.42 0.63 0.71 0.88 1.43
                   - adjusted 0.18 0.27 0.42 0.63 0.71 0.88 1.43 1.19
EPS growth -4.1% 49.3% 54.6% 50.0% 12.3% 24.2% 61.3% -16.5%
EPS growth net of inflation -15.3% 42.9% 47.0% 38.6% 3.8% 16.1% 47.6%
Dividend per share - declared 0.05 0.07 0.11 0.16 0.18 0.22 0.30
                   - adjusted 0.05 0.07 0.11 0.16 0.18 0.22 0.30 0.30
Dividend growth -23.0% 36.4% 50.0% 52.4% 12.5% 23.8% 34.8%
Dividend growth net of inflation -34.2% 30.0% 42.4% 41.0% 4.0% 15.7% 21.1%
Dividend yield 5.7% 6.1% 5.8% 4.5% 2.3% 1.7% 3.0% 3.0%
Dividend cover 3.57 3.91 4.03 3.96 3.96 3.97 3.96
Debt/equity ratio - banks etc 2.98 0.53 0.30 0.36 0.38 0.67 0.96

Book value per share 0.25 0.76 1.10 1.61 2.15 3.03 4.40 5.66
Share price to book value 3.63 1.52 1.64 2.20 3.72 4.20 2.25 1.75

Return on net worth 73.8% 36.0% 38.6% 39.4% 33.1% 29.1% 32.4%
Return on total assets 18.6% 23.5% 29.6% 29.0% 24.0% 16.5% 15.4%

Attributable earnings (US$ million) $4.5 $8.9 $14.0 $17.0 $17.0 $21.2 $26.7
20.7% 98.4% 57.3% 21.4% 0.3% 24.8% 26.0%

Source: Company annual reports and Exotix data 
Note: (*) Letshego fiscal year end has changed from October to January in 2008.  2008 data is annualised to 
make it comparable with other periods. 
n.a: not available. 
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DISCLAIMERS 
 
 
© Copyright 2009 Exotix Limited and affiliated companies ("Exotix"). 
 
This Material is provided for informational purposes only. 
This Material 

(1) is for the use of the intended addressee non-retail 

(2) recipients only and the contents of this Material may not be reproduced, 
redistributed, or copied in whole or in part for any purpose without Exotix prior express consent nor may it be distributed to retail clients. 
 
(1). Material means the information contained herein in documentary form which may be disseminated in hard copy or in electronic form or by facsimile. 
(2). Eligible Counterparties and Professional Clients as defined from time to time by the UK Financial Services Authority. 
 
Whilst Exotix through its analytical department aims to provide an impartial and objective assessment of the securities, companies or other matters 
covered in the Material, this Material must be treated as a marketing communication for the purposes of EU Directive 2004/39/EC as it has 
not been prepared in accordance with legal requirements designed to promote the independence of research and it is not subject to any prohibition 
on dealing ahead of the dissemination of investment research.  Exotix has policies contained in its ‘Conflicts of Interest Management Policy’ that are 
designed to deal with the situation when Exotix and/or its officers, directors and employees own or have positions in any investment mentioned 
herein or any investment related thereto and which investment may from time to time be added to or disposed of. The aforementioned Conflicts of 
Interest Management Policy can be viewed by requesting a copy from your usual contact at Exotix. 
 
Frontier and Emerging Market securities markets are associated with high volatility and substantial risks: legal, economic and political.  There is a 
relatively high measure of legal uncertainty concerning rights, duties and legal remedies.  Frontier and Emerging Market laws and regulations 
governing investments in securities markets may not be sufficiently developed or may be subject to inconsistent or arbitrary interpretation or 
application.  Frontier and Emerging Market securities are often not issued in physical form and registration of ownership may not be subject to a 
centralised system.  Registration of ownership of certain types of securities may not be subject to standardised procedures and may even be 
effected on an ad hoc basis.  The value of investments in Frontier and Emerging Market securities may also be affected by fluctuations in available 
currency rates and exchange control regulations. 
 
Not all of these or other risks associated with the relevant company, market or instrument which are the subject matter of the Material are necessarily 
considered.  The investments referred to in the Material may not be suitable for the specific investment objectives, financial situation or individual 
needs of recipients and the Material should not be relied upon in substitution for the exercise of independent judgement.  Neither Exotix nor other 
persons shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any 
way from the information contained in this Material. 
 
Recommendations and opinions in this report, unless otherwise stated, are based on a combination of discounted cash flow analysis, ratio analysis, 
industry knowledge, logical extrapolations, peer group analysis and company specific and market technical elements (events affecting both the 
financial and operational profile of the company). Forecasting of company sales and earnings are based on segmented top-bottom models using 
subjective views of relevant future market developments.  In addition, company guidance and financial guidance is taken into account where 
applicable. This report is on a stock under “active coverage.”  Please see the first page of this report for the first date of publication.  Price-related 
data is calculated using the closing price on May 05, 2009. 
 
Exotix Limited has made no agreement with the company to write this equity comment. 
 
Unless otherwise stated, the opinions, forecasts, assumptions, estimates, derived valuations and target price(s), if any, contained in this Material are 
as of the date indicated and are subject to change at any time without prior notice.  The stated price of any securities mentioned herein is as of the 
date indicated and is not a representation that any transaction can be effected at this price.  This Material is not, and should not be construed as, an 
offer or solicitation to sell or buy any investment or product. The past is no guide to future performance.  
 
The information and opinions contained in this Material have been derived from sources believed to be reliable and in good faith or constitute 
Exotix’s judgement as at the date of this Material but no representation or warranty, express or implied, is made as to their accuracy, completeness 
or correctness and any opinions are subject to change and may be superseded without notice. 
 
UNITED KINGDOM: all marketing communications are distributed by Exotix Limited, which is authorised and regulated by the Financial Services 
Authority for the conduct of UK business. This Material has been produced or compiled for use by Eligible Counterparties and Professional Clients 
only and it is not intended for Retail Clients (as defined by the rules from time to time of the Financial Services Authority).  Any recipient resident in 
the United Kingdom of this Material wanting additional information or to effect any transaction in any security or financial instrument mentioned 
herein, must do so by contacting a registered representative of Exotix Limited on 020 7725 1000. 
 
UNITED STATES OF AMERICA: distribution of this Material in the United States or to US persons is intended to be solely to major institutional 
investors as defined in Rule 15a-6(a)(2) under the US Securities Act of 1934.  All US persons that receive this document by their acceptance thereof 
represent and agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.  Any US 
recipient of this Material wanting additional information or to effect any transaction in any security or financial instrument mentioned herein, must do 
so by contacting a registered representative of Exotix USA Inc on 212 551 3480. 
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London 
 
Main:  +44 (0)207 725 1000 
Research: +44 (0)207 725 1037 
Sales:  +44 (0)207 725 1030  
 
New York 
 
Sales:  +1 212 551 3480 
 
Overseas Representative Offices 
 
Buenos Aires: +54 11 4806 6686  
Tokyo:  +813 6659 7690  
 
 
www.exotix.co.uk 
 
 
 
 

http://www.exotix.co.uk/
http://www.exotix.co.uk/
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