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LHN reported their first annual financial statements since listing on the )
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Q: How did the results compare vs expectations? BVPS (NS cps) 358
LHN’s FY17 results generally beat our expectations. ROE came in higher Tier 1 ratio 68.6%

than expected at 23.0% compared to a 19.4% forecast. HEPS of 71.1cps was higher than our forecast of 67.7cps. Profit
before tax grew by 20.5% compared to PSG forecast of 11.4% growth.

Q: What were the most noteworthy areas in the results?
LHN managed to grow advances by 14%, in line with PSG’s forecast, in a year when PSCE growth was a mere 5.2% at
December 2017. Net interest income grew by 30.6% compared to PSG forecast of 15.0%, and 24% in FY16. The cost-to-
income ratio increased only slightly to 24% (PSG forecast of 28%) from 23% the previous year. The first annual dividend
was paid of 19.2cps compared to our forecast of 23.0cps.

The Group saw an impairment release of NAD9.5m (charge of NADS8.2m forecasted), owing to the high collection and
recovery rates. This is down from NAD22.1m impairment charge recorded in FY16. The non-performing loan ratio
decreased from 4.4% in FY16 to 3.9% in FY17 versus our forecast of 4.2%.

Q: Has the company's outlook/guidance changed?

Management acknowledge the depressed economic climate over the past year, but feel that current indications point
toward modest economic growth for 2018 on the back of mining and agriculture recovery. There are no further changes
to the outlook.

Q: How would we expect investors to react?
Investors may be pleased by LHN’s results outpacing forecasts and satisfied with the first dividend declared of 19.2cps.
Our target price and recommendation will be updated in our full results review report which will be issued in due course.

This report has been prepared by PSG Namibia. PSG does and seeks to do business with companies covered in its research reports. As a result, investors should be
aware that the firm may have conflict of interest that could affect the objectivity of this report. Investors should condsider this report as only a single factor in making
their investment decision.
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Table 1: Full Year results and forecasts FY2017 - FY2019
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FY17 Actuals T~ PVIZE Vs FY19E

Highlights (N$000) | FY15 FY16
Net Interest Income 285 896 085 353547543 461 713 000 406 631 051 470903 170 562 232 819
Growth 40.1% 23.7% 30.6% 15.0% 15.8% 19.4%
Non-interest Income 195 578 407 232212748 208 835 000 267 094 487 323184 329 387821195
Growth 43.6% 18.73% -10.1% 15.0% 21.0% 20.0%
Profit before tax 368 032 263 429 554 048 517 416 000 478 376 099 546 246 326 632 810612
Growth 43.0% 16.7% 20.5% 11.4% 14.2% 15.9%
Att. Earnings 272 072 361 329 952 482 385 257 000 338 649 032 386 384 652 449 295 535
Growth 23.8% 21.3% 16.8% 2.6% 14.1% 16.3%
HEPS (NS cnt) 54.4 66.0 71.7 67.7 77.3 89.9
Growth 23.8% 21.3% 8.7% 2.6% 14.1% 16.3%
DPS (N$ cnt) - - 19.2 23.0 20.0 22.5
Growth 0.0% 0.0% z - -13.0% 12.3%
P/BVx - 1.5 1.1 1.3 1.2 1.0
Source: PSG, Company data, IEA = Interest Earning Assets
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Disclaimer

This publication has been issued by PSG Wealth Management (Namibia) (Pty) Ltd (“PSG”), a member of the PSG Group Limited. It is confidential and issued for
the information of clients only. It shall not be reproduced in whole or in part without our permission. The information contained herein has been obtained
from sources which and persons whom we believe to be reliable but is not guaranteed for accuracy, completeness or otherwise. Opinions and estimates
constitute our judgement as of the date of this material and are subject to change without notice.

Past performance is not indicative of future results. This report is provided for informational purposes only. No information contained herein, no opinion
expressed and no recommendation made constitutes a representation by us or a solicitation for the purchase of any of the securities mentioned herein and
we have no responsibility whatsoever arising here from or in consequence hereof. Securities, financial instruments or strategies mention herein may not be
suitable for all investors and investors must make their own investment decisions using their own independent advisers as they believe necessary and based
upon their specific financial situations and investment objectives. The employees of PSG may from time to time own securities mentioned herein.

Analyst Certification

The research analyst who prepared this report certifies that the view expressed herein accurately reflect the research analyst’s personal views about the
subject security and issuer and that no part of his compensation was, is or will be directly or indirectly related to specific recommendations or views contained
in this report.
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