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NATIONAL DEVELOPMENT BANK PLC [NDB.N0000O]

MAINTAIN BUY AND SUBSCRIBE FOR RIGHTS

“NDB’s RIGHT ISSUE To ACCELERATE THE GROWTH
ENGINE”

Fair Value: 2021E - LKR 110.0 [+46%)]
Total Return with DPS: 2021E - 46% [AER 75%]

Previous report in Feb 2021: First Capital Research published a Corporate Update on 04th
Jan 2021 maintaining the share at BUY with a Fair Value of LKR 115.0 for 2021E considering
the fact that the successful subscription of the Rights Issue (RI) may support the NDB’s
lending growth while also addressing its capital concerns.

Potential LKR 11.0Bn to be raised with Rl and Private Placement (PP): The
Corporate Update assumed a right issue amount of LKR 8.0Bn. However, with the
announcement published by NDB in Mar 2021, NDB announced a Rl and PP potentially
raising a maximum of LKR 11.0Bn. With the proposed RI, NDB expects to issue up to
106.8Mn of shares in the proportion of 28:61 at a price of LKR 75.0 per share raising up to
LKR 8.0Bn. Norfund, the Norwegian Investment Fund has expressed interest to subscribe for
any undersubscribed shares at a price of LKR 75.0 and/or subscribe for voting shares at a
price of LKR 82.5 by way of a private placement. The maximum shares to be issued under
private placement would be 37.7Mn shares amounting to a maximum of LKR 3.1Bn and
private placement will only take place in the event Norfund doesn’t secure maximum 9.99%
via the RI. The capital raised through the issue will provide sufficient buffer for the NDB with
its growth plans while maintaining adequate levels of capital. However, on a conservative
basis we have estimated only LKR 10.0Bn will be raised through the Rl and PP.

Loan Growth to record at 14% for 2021E and 2022E: NDB intends to utilise the entire
proceeds of the fund raising to expand its loan book in the ordinary course of business
including continued expansion of its micro /SMEs portfolios. Accordingly, as mentioned in
the Corporate Update, we expect NDB to record a loan growth of 14% in 2021E and 2022E
above the private sector credit growth expectation of 12%. Moreover, in the short term NDB
expects to invest any unutilised proceeds in either one or a combination of Govt. Securities,
deposits in LCBs and Money Market funds generating a minimum return equivalent to the
prevailing overnight REPO rate until such funds are utilised for lending. Accordingly, we
expect margins to slightly improve in the short-term, thus enhancing the bottom line.

Fair Value estimated at LKR 110.0 for 2021E: \We expect successful subscription of the
Rl to alleviate the capital concerns and enhance the lending growth of NDB. We have slightly
increased the earnings target for NDB for 2021E and for 2022E at LKR 6.9Bn and LKR 8.4Bn
while Fair Value is estimated at LKR 110.0 due to the dilution of shares with the additional
funds that will be raised through the PP. MAINTAIN BUY AND SUBSCRIBE FOR RIGHTS

P/E 31 December 2022E

Estimates (LKR 'Mn)

Net Interest Income 11,086 15,104 17,971 17,925 22,627 25,603 28,319
Total Operating Income 16,683 22,553 24,806 26,404 31,678 35,834 39,385
Net Profit 3,490 5,136 4,776 5,117 6,900 8,440 9,929
Adjusted EPS (LKR) 9.6 14.1 131 14.1 19.0 23.2 273
Net Profit YoY Growth (%) 30% 47% -7% 7% 34% 22% 18%
Valuations

PER (x) 7.9x 5.3x 5.7x 5.4x 4.0x 3.3x 2.8x
PBV (x) 0.8x 0.7x 0.6x 0.6x 0.4x 0.4x 0.3x

DY (%) 11.9% 10.6% 9.3% 2.0% 8.2% 10.0% 11.8%
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Capital Capital
Adequacy Level  Adequacy
Post RI Level

Post Rl and
PP

Common Equity Tier 10.97% 11.66%

| Capital with Capital

Conservation Buffer

Total Tier | Capital 10.97% 11.66%
with Capital

Conservation

Buffer

Total Capital Ratio 16.06% 16.73%
with Capital

Conservation

Buffer
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Disclaimer:

This Review is prepared and issued by First Capital Holdings PLC based on information in the public domain, internally developed and other sources, believed to be correct. Although all
reasonable care has been taken to ensure the contents of the Review are accurate, First Capital Holdings PLC and/or its Directors, employees, are not responsible for the correctness,
usefulness, reliability of same. First Capital Holdings PLC may act as a Broker in the investments which are the subject of this document or related investments and may have acted on
or used the information contained in this document, or the research or analysis on which it is based, before its publication. First Capital Holdings PLC and/or its principal, their
respective Directors, or Employees may also have a position or be otherwise interested in the investments referred to in this document. This is not an offer to sell or buy the
investments referred to in this document. This Review may contain data which are inaccurate and unreliable. You hereby waive irrevocably any rights or remedies in law or equity you
have or may have against First Capital Holdings PLC with respect to the Review and agree to indemnify and hold First Capital Holdings PLC and/or its principal, their respective directors
and employees harmless to the fullest extent allowed by law regarding all matters related to your use of this Review. No part of this document may be reproduced, distributed or
published in whole orin part by any means to any other person for any purpose without prior permission.

This report providing a snapshot of fixed income, equity and unit trust is composed and circulated by First Capital Holdings PLC an investment bank in Sri Lanka. The company operates
in the capital market of Sri Lanka with operations in government securities -treasury bills and bonds, stock brokering and share market investments, asset management, private wealth
management, retirement planning, personal financial planning, unit trust, margin trading, capital market research, trustee services, corporate finance advisory services including
corporate debt structuring (debentures, trust certificates, commercial papers), valuations, restructuring, mergers and acquisitions, initial public offerings (IPOs)and project advisory.
The First Capital Group consists of First Capital Treasuries PLC, First Capital Limited, First Capital Markets Limited, First Capital Asset Management Limited and First Capital Equities
(Private) Limited covering Colombo, Negombo, Matara, Kandy and Kurunegala.



