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ENVIRONMENT




¢ STABLE ECONOMIC INDICATORS
Interest Rates:

The government of Kenya successfully issued a US@2.7 billion sovereign Euro bond at very competitive
rates and with an impressive uptake and subsequent trading. This has helped set a reliable benchmark.

Exchange Rate:

Over the last one year the Kenya shilling has demonstrated the most resilience and narrow volatility against
the US Dollar compared to its peers.

Inflation Rate:
Inflation continued to decline towards middle single digit range with an outlook of further decline and stability

+ REGIONAL INTEGRATION

Political will to regional integration gained momentum. Harmonization of regional policies is enhacning cross
border trade and contributing to ease of doing business within the East Afrca community.

INFRASTRUCTURE DEVELOPMENT

The East Africa Region has witnessed unprecedented investment in infrastracture stimulating supply and
investment led growth.

The standard gauge railway line, the gas pipeline from Mtwara to Dar es Salaam, the lapset corridor pipeline,
port and road infrastructure the power generation projects, airports and ports together with massive road
projects such as the 10,000 kilometer annuity road projects in Kenya all contribute to reducing the cost of
doing business and making the region more competitive while increasing economic activities.



+ SECURITY

Recent reduction of incidences of insecurity is creating a conducive environment for the revival of the
tourism industry which has been in a slump over the last 2 years.

+ MIDDLE INCOME STATUS FOR KENYA

The re-basing of the Kenya economy resulting into a middle income economy status has changed the
narrative and perception of the region. The size of the economy is an attraction for the investors,
changing risk and economic opportunity perception.

+ DIGITIZATION OF GOVERNMENT BUSINESS

Kenya has emulated Rwanda in digitizing government. This is likely to contribute positively in reducing
corruption and bureacracy while enhancing efficiency, speed and reducing cost.

+ NATURAL RESOURCES

The East African economies have in the past developed and grown on the back of agriculture. Recent
discoveries of minerals and particularly oil and gas offers an opportunity of diversifying and fast
tracking economic transformation, growth and development of the region as appropriate infrastructure
IS put in place to exploit natural resources.




+ SUSTAINED POLITICAL, SOCIAL AND ECONOMIC REFORMS

The region has started enjoying reform dividends from being viewed as the most democractic and
politically stable region in Africa. Economic, social and legal reforms are transforming the business
environment relative to the rest of Sub-Sahara Africa.

+ GLOBAL ECONOMIC STATUS

Low global economic growth characterised by low oil prices, favour the East Africa region which is a
net importer of oil while regional high GDP growth rates makes the region attractive for investment
relative to other regions

+ POSITIVE SENTIMENTS: NEW FAVOURABLE NARRATIVE OF THE REGION IS GAINING
VISIBILITY

Nairobi the 7th most intelligent city in the world

Nairobi and Watamu among the 10 world cities with the highest return on real estate

Kenya among the 7 frontier markets, China, India, Mexico, Turkey, Indonesia, Malaysia

Kenya projected to be among the fastest 3 emerging economies of the world in 2016 after China and
Phillipines

World Bank and IMF project Kenya's GDP to grow above 6% in 2016/2017

World Bank Group country partnership strategy of US$4 billion to support Kenya’s development




Macro-economic Indicators - December 2014

Macro-economic
Indicators Kenya Uganda Rwanda  Tanzania

Current Account

- 0] - 0 _ 0 _ 0
to GDP 8.20% 12.40% 10.20% 10.10%

FX Rate
(USD/Local 90.60 2643.87 687.37 1670.50
currency)

Private Sector

0 0 0 o
Ayl 2450%  11.0% 14.3% 13.7%
Real GDP Growth 0 . . .
(2014 Estimates) >-50% 5.40% 7.40% 6.90%
GDP USD Bn 55.24 21.48 7.45 33.23
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Interest Rates - December 2014

interest rates Kenya Uganda Rwanda  Tanzania

91 Days T. Bill 8.61 10.97 4.62 12 17

T E 8911147 .................... 523 ..................... 1 384 _______
SO 1033 ................... 1257 .................... 649 ..................... 1 405 ________
E— 8501100 .................... 650 ..................... 1 200 ________
e 660 ...................... 1 40 ..................... 334 ...................... 67 O _________
EE— 670 ...................... 7 84 ..................... 553 ...................... 57 7 _________
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Equity Group at a Glance



S

The leading inclusive
bank in East Africa, with
a strong base for pan-
African growth

A distinctive agile,
convenient and

secure mobile channel Bk gt Invest-
that seamlessly Finserve ment Bank
integrates and

converges bank v ® A

accounts and other Equitel mesnen
financial products and B EOUITY‘M

services while
providing value-add
telecoms products
and services

Investment services
for our corporate
clients: brokerage,
custodial and advisory

A unique approach to
impacting the lives of
African in our communities
using the Bank’s existing
Insurance Foundation infrastructure, enormous

human capital and Brand

Insurance products to
deepen the financial
inclusion of our clients
while providing cover for
risk mitigation of banking
products

GROUP FOUNDATION



Equity Group is now transitioning to Equity 3.0, our boldest
step change that will take the bank to the next level

o

Equity 2.0:
Transformed legal and
operational structure
2004 — 2014
East African Regional Bank

Equity 1.0:
Updated business model
and strategy

1994 — 2004 -

Kenyan Building Society

= Changed legal and operational
structure

= Shifted technology, leading to major
innovations in mobile / online banking

= Changed strategy to high-

volume, low-value deposit-led
model = Scaled-up and diversified distribution

_ network
= Developed capacity of our

people = Built social and economic brand

= Attracted adequate talent and funding
to build a strong organisation

= Built culture and philosophy

= Redefined and democratised
banking in Kenya = Strengthened governance structure,
enhanced capital base and listed the

bank

Competition: Mattress Competition: Banks

Equity 3.0:
Transforming banking to
“something you do”
2014 — 2024
Pan-African Bank

Leverage technology and
innovation

Converge financial products and
services

Seamlessly integrate channels to
improve experience

Inclusion segmentation for
focused strategic delivery

Scale brand visibility and loyalty

Re-design operating model for
efficiency and high performance

Scaled regional expansion and
continental presence

Competition: Cash and
new entrants
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Update on Strategic Initiatives



We have made solid progress on strategic initiatives to

revolutionize customer experience

Banking & non-
banking subsidiaries
grew their combined

PBT by 328%,

assets by 41%,

deposits by 48%,
loans by 36%

25% growth in volume
remitted through
5 channels

71% growth
in number of
Agents to 17,523;
Total branches 228;
Total ATM's 601;
Total Eazzy 24/7
Customers 3.2million,
Total Equitel
Customers 416,294

Tier 4 data centre
able to support
subsidiaries,
Insurance, Finserve,
Investment bank,
Custodial &
Brokerage

5. Regional

Expansion /
diversification

1- Delivery Channels
e.g. Agency,
Mobile Banking
(Telcos)

6. Brand and
Foundation

4- Merchant Business & Payment Processing

EQUITY

Group Holdings Limited

2- SME & Large Corporates

Strategy

Our Foundation: Solid ICT Infrastructure Supporting our Business

Iconic
economic and
Social Brand
with significant
impact

66% growth in
commissions

SME & Corporate
Loans now
contribute 67%
of the loan book




Continuous Growth in Agency Banking

Equity has invested in growing ...which has led to a steady increase in the transactions
Agency Banking... at agents overtaking Branch and ATM
= Number of agents increased to g_rgaillrlliz?\(:)lons
17,523 agents. Over 70% 30 -
growthyly - - 24.8 255
= Model has accelerated financial 23.1
inclusion and access to 20
. . . Agents
banking services
= Variable cost model: leverage on 15 ~
3rd party infrastructure and ATM
cash flows 10 A
= Currently doing account opening 5 |
origination, cash deposit and Branches
withdrawal, balance enquiries 0 -
but with potential to increase
. : 12014 2 2014 2014 42014
product offering to include Agency Q120 Q220 Q320 Q4 20
insurance sales, air ticket sales, Deposit
loan origination and telecom Amount
services (KSHBn) ..................................................................................................................................................................................................
..................................................................................................................................... Agency

» Transactions are real Withdrawal @ @ @
time-online Amount @ @

‘KSH Bn‘



o We are ramping up Equitel
...which has led to ~ 35% CAGR in Mobile Banking customers

Equitel Subscribers & Transactions Eazzy 24/7 Subscribers (Millions)
(Million)
[ MonthlyTransactions
[ Subscribers
5.5 +35% CAGR 3.2
2.8
2.2
2.8
1.3
1.1
0.3 0.2 0.3 0.4
Sep-14 Oct 2014 Nov-14 Dec-14 2011 12 13 2014




Equitel and Eazzy 24/7 (Cont’d)

Equitel Calls & Text Messaging Volumes (“000”) Equitel Loan Disbursements
Pilot Project
] Number Of SMS [ ] Loan Amount Disbursement (KSH "000")
[_] Number Of Calls @ Disbursement Count (number)
37,835
19,550
24,989
14,219
8,411
10,158
7,153 7,541
1365 ’ 1,655
15 1,053 77 ’ . 38
Jul '14 Aug’14  Sep’l4 Oct '14 Nov'14  Dec’14 Sep’14 Oct '14 Nov '14 Dec '14




Share of loan book by segment

Percent Details
100 100 = Still a core area but now a reduced part
T , Agriculture of the loan book
7777777 N . . .

15 3 7 ~Micro Enterprises = Still a core area but Improving

macroeconomic environment driving
23 evolution of micro enterprises into SMEs
Consumer = Consumer remains a core area but
" contribution now a reduced portion of the
loan book
_ Large = Focusing on value chain & clusters within
. Corporates large enterprises
SME = |ncreased lending to SME as a

proportion of the loan book
= Enhancing delivery by hinging on Value
Chains and Clusters

2009 2014

Focusing on SME’s & Corporates has contributed to a higher quality loan book that has led to a 1%
reduction in NPL’s between 2013 and 2014




: e Under the Diaspora Remittances Initiative, International

Linkages will also drive this growth

Equity Bank Diaspora Remittances by Channels

KSH “Million”
6,158

[ 12013

[ 2014

608
321
17 74 20 [ 42
Visa Direct Equity Direct Pay Pal Moneygram Western Union
Contributing to an overall foreign exchange income growth of 26%

EQUITY



9 We are building on our momentum in Payment Processing

and Merchants...

We have partnered with key payment
companies...

VISA PayPal

Uni%% Pary

Diners Club

INTERNATIONAL

Go Ugle ‘

= Equity is leading in Acquiring and
Issuing

= Best in class payment channel
services work well with merchants

= Achieved 66% growth in
commissions from prior year

...which has allowed us to grow our number of transactions
and commissions

k

4.6

Transaction
Counts
Millions

+67% CAGR

2.1
1.7

0.9

0.4

583

+108% CAGR

352

Commissions
KSH Millions

240
141

72

15

2009 10 11 12 13




Regional Expansion & Diversification

KSH “Billion” (unless otherwise noted)

Business drivers 2013 2014 Growth
Customers (number) 1,014,191 1,220,491 20%
Deposits 37.2 55.2 48%
Banking
Subsidiaries
(Uganda, Loan Book 19.3 26.2 36%
S. Sudan,
Tanzania,
Rwanda)
PBT 0.25 1.07 328%

Total Assets 50.0 70.7 41%

EQUITY |



6 We have developed an economic and social Brand through

the Foundation...

= Cash transfers 7 1 = Wings to Fly
= Fanikisha = Equity African Leaders
= Fanikisha+ (Tanzania) = Programme

2 = Transforming
6 smallholder
. Forest farmers
restoration » Environment I = Scaling u
Monitoring mediu?n sFi)ze
= Energy program and evaluation farms
= Financial e
Knowledge for . = Entrepreneurship
Africa training training program
Programme S
. . 3
= Equity Afia -
4



. with tangible and scalable impact to date

GRADUATING CLASS ;’é‘“
[
2013 2014
Completion 98% 98%
Achieved university entry grades 94% 92%
Achieved ‘A’ grade 34% 45%
TOTAL WINGS TO FLY SCHOLARS
1‘-’
-I..
2010 2015
11,500 A
Entrepreneurs trained
University Scholars -
|-

2 y 000 SCHOLARS

Of which 190 are placed in top
global universities

— YOUTH EMPOWERMENT THROUGH
A LOANS IN PARTNERSHIP WITH
EQU'TY GOVERNMENT YOUTH FUND;

GROUP FOUNDATION
KES 1 billion in loans to
youth

WOMEN & YOUTH m
1,260,486

Kenyan women and youth completed the financial literacy training

in financial knowledge for Africa (FIKA) programme.

|/
50 O ) O O Subsistence farmers converted m

to agri-businesses

TOTAL FUNDS SPENT ON EMPOWERING WOMEN
PROGRAMS THROUGH FANIKISHA

KES 1,123,847,885 KES ik

2 billion in loans
to women

{cauv)
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We have grown our customers to 9.7M, driven by our

distinctive value proposition and channels

...who are served across
Equity has grown customer numbers substantially ... channels

Customer evolution (m)

A Equity branches

[ —

9.66
Mobile banking

POS terminals

37% CAGR

5.91
Equity branch

ATMs
4.37

Self-service
kiosks

1.84

1.01 - Internet banking
0.41 0.56

& Equity agencies
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 7

|[EQUITY |



This has enabled us to increase funding

Funding Distribution (KSH Billion)

Deposits

B Shareholders’ Funds

¥ Borrowed Funds [ Other Liabilities

4
(1.5%)
52
(18.6%)

(1.4%)

(18.5%)

'/
i
./
i
S
Wi
Vi
7
//
i
//
/
fi
;
/
/
/
7
/
/ 8 8 %
/ .
/
/ /|
/ /
/ /
/ /
/ /
/ /
/ /
/ /
/
/
/
/

Growth

345

5 24%

64

246 26%
105 (71.3%)
(70.3%)
2013 2014

Deposit Evolution (KSH Billion, y/y)

+29% CAGR

168

144

105

70

195

Deposits break-down

by type

246 Percent

100%

Term BEECZA

Current | 2%

Savings = 59%

100%

51%

2009 2010 2011 2012 2013 2014

2013

2014

Increase in proportion of Current Accounts deposits has
resulted in a 0.1% reduction in average cost of deposits




And to increase Assets to KSH 345 Billion

278

45
(16.0%)

/
/
/
/
/
/ /
/ /
/ /
/
/ /
/ /
/ /
/ /
S/
.
/
/
/
/
/
9.8% !
. (1) / /
/ /
/ /
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/
/ .
/ /
/ .
/ /
/
/
y.
/
/
/
L
Y
1 2 0/ ’
4 /
( . o) .
/
L
,

345

.
/
/
/
’ 3
/ 4
/
y
/ 9 80/
/ .0/0
/
/
/
/ ,
/ y
/ /
y
/
/
y

48
(14.0%)

48
(14.0%)

214
. (62.2%)

(61.7%)

2013 2014

_Growth

24%

25%

24% growth in
asset base while
still maintaining
portfolio
diversification

Net Loans

I Cash & Cash
Equivalents

B Government Securities
Bl Other Assets

EQUITY |



Gross Loan Growth vs. NPL Ratio

Consistently Growing the Loan Portfolio while _
at the same time maintaining high Quality NPL Ratio
Loan (KES bn)
billion %
240 A o - 12
10.9% 11.1% 223
220 A - 11
200 - - 10
180 A L9
160 A L g
7.0%
140 - -7
\ 6-10/0
120 A -
5% —— 5.2% °
100 A 4.59 - 5
gf 4.2%
80 - 4
66 2.8 3.1%
©0 1 45 e - 3
40 A -2
20 3 6 11 -1
0 0
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

At YE 2014: 76% of the loan book was in local currency and 24% was in foreign currency
At YE 2013: 83% of the loan book was in local currency and 17% was in foreign currency

EQUITY |



Loan book by Segment and Entity

Split across Segments Split across the entities within the Group

100.0% 100.0%
Large

R d 2.1%
Enterprises wanda ¢ 2.9%

Tanzania 2.5%

S. Sudan 3.0%

Small and
Medium
Enterprises

Uganda

Agriculture
Micro

88.8%

Kenya /

|

87.7%

Consumer 28% 23%

2013 2014 2013 2014

[EQUITY |



NPL Trend

NPL Trend Analysis

I Kenya
Group
52% 5.2%

4.6%
4.3%

4.2% 0 4.2%
3.9% 4.0% 4.0% 3.6%

Q4’2013 Q12014 Q22014 Q32014 Q42014




Coverage

CBK: (Spec. Prov. + Int. Susp) / Gross NPL
I IFRS: Impairment per IAS39 / Gross NPL
B (Gen. Prov. + Spec. Prov. + Int. Susp) / Gross NPL

72.6%

Coverage Analysis

90.0%
81.9%

Q4’2013 Q12014 Q22014

Cost of Risk: 1.56% 0.72% 0.58%

83.5%

Q32014

0.63%

88.0%

64.5% 64.4%

Q4’2014

0.83%

[EQUITY |



... enabled by strong capital management

Total Capital to TRWA | »------ Regulatory minimum Total Capital to TRWA
I Core Capital to TRWA > _____ Regulatory minimum Core Capital to TRWA

Capital to Risk Weighted Assets (EBKL)

17.4% 17.0% 17.3%

14.8%

Q1 2014 Q2 2014 Q3 2014 Q4 2014

Core Capital to Total

Deposits 21 % 22% 20% 20%



Both funded and non-funded income are significant

Funded and Non-funded Income

47,7bn

41,9bn

18,5bn

36,8bn 39%

15,4bn
37%

12,9bn
35%

28,7bn

22,2bn 12,4bn
44%

Non- 10,4bn
Funded

Funded

2010 11 12 13 2014

Non Funded Income by Type

Other 11%
Income 15%
H 0,
Foreign 12%
Exchange
Fees &  E
Commission

2013 2014

= Non Funded Income: grew by 20% yoy due to growth in loan book and alternate business channels

* Funded Income: Interest income grew by 11% yoy due to growth in loan book; Interest expenses grew by
15.0% yoy due to increase in borrowed funds and rise in customer deposits




Net interest margin has declined slightly, driven by a lower

yield on interest ...

Percentage

Net Interest Margin over time ...

Net Interest Margin

13.0

12.0

1.4

2012

2013

2014

... driven by a decline in yield on

interest

Yield on interest Earning Assets

16.9

14.6

2012

2013

2014

Cost of funds

3.9

2.6

2.5

2012

2013

2014

... due to increase in foreign portion
of loan book

Split of loan book

100% 100%
Foreign
Currency  17%
Loans 24%

Local
Currency [ e
Loans

2013 2014

[EQUITY |



... PBT has grown at ~26% (CAGR)

Cost to Income Ratio Evolution

51.0% 52.0%

0
50-1% 48.5%

2011 2012 2013 2014

= Total Operating Income up 14% yly

= Operating expenses up 16% yly.

= C/l ratio without provisions and exceptional
expenses is 51% for Group and 47% for
Company

PBT evolution

KSH Billion
/22.36
26% CAGR
19.00
17.42
12.83
2011 2012 2013 2014

The growth in Profit is largely attributed to
increased diversification of income streams including
income from commissions and earnings from foreign
exchange trading, diaspora remittances and
Merchant Banking




Broad base liabilities & funding sources

2013 2014 Growth

Liabilities & Capital (Bn) KES KES %

Deposits 194.8 245.6 26%

Borrowed Funds 26.7 30.2 13%

Other Liabilities 4.3 5.0 16%

Shareholders’ Funds 51.6 63.8 24%

Total Liabilities & Capital 277.7 344.6 24%
2013 2014

Shareholder's

Shareholder's
Funds

Funds
19% 19%
Other
Other Liabilities
Liabilities 1%
1%
Borrowed . Borrowed
Funds Deposits Funds
10% 70% 9% Deposits

71%

EQUITY |



Asset Portfolio & Distribution

2013 2014 Growth

Assets (bn) KES %
Net Loans 171.4 214.2 25%
Cash & Cash Equivalents 34.5 48.2 40%
Government Securities 44.6 48.4 9%
Other Assets 27.3 33.8 24%
Total Assets 277.7 344.6 24%
2013 2014
Other Assets

Other Assets

10% 10%

Gov. Securities

0,
Gov. Securities 14%

16%

Net Loans

Net Loans
62%

62% Cash & Cash
Equivalents
14%

Cash & Cash
Equivalents
12%

EQUITY |



Delivering 29% Growth in PAT for the Group

KES (billion) 2013 2014 Growth
Interest Income 31.9 354 1%
Interest Expense (5.4) (6.2) 15%
Net Interest Income 26.5 29.2 10%
Other Income 15.4 18.5 19%
Total Income 41.9 47.6 14%
Loan Loss Provision (2.4) (1.6) (33)%
Staff Costs (9.0) (10.8) 20%
Other Operating Expenses (11.3) (13.4) 19%
One-off Expenses - (0.8) -
(26.3)

Exceptional Iltems (0.2) 1.1

PBT 19.0 22.4 18%
Tax (5.8) (5.2) (10)%
PAT 13.3 17.2 29%
Dividends 5.6 6.7 20%




... improving RoAA and RoAE

RoAA [ RoAE

33.6%
31.3%
29.7%
28.0%
b D b I D I
2011 2012 2013 2014

* ROAA: Return on Average Assets increased from 5.1% at the end of 2013 to 5.5% by
the end 2014

* ROAE :Return on Average Equity increased from 28.0% at the end 2013 to 29.7% by
the end of 2014



Positive Financial Ratios

Company Company Group Group
2013 2014 2013 2014
NIM 12.7% 11.8% 12.0% 11.4%
Cost to Income Ratio (with provisions) 49% 51% 54% 55%
Cost to Income Ratio (without provision) 44% 48% 49% 52%
RoAE 27.1% 29.8% 28.1% 29.7%
RoAA (before transfer of banking business) 5.6% 6.4% 5.1% 5.5%

Asset Quality

Cost of Risk 1.21% 0.68% 1.56% 0.83%

Liquidity / Leverage

Loan / Deposit Ratio 96.3% 92.7% 88.0% 87.2%

Capital Adequacy Ratios

Core Capital to Risk Weighted Assets 14.6% 14.8%
Total Capital to Risk Weighted Assets 22.2% 17.3%
Core Capital to Deposits Ratio 21.9% 19.6%
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THANK YOU

Dr James Mwangi, CBS
Group Managing Director & CEO
KeEquityBank
@KeEquityBank

Email: info@equitygroupholdings.com
Web site: www.equitygroupholdings.com




