ANNOUNCEMENT

A 48%
Profit Before taxes

(Pm)

303

2022: P205 million

December 2022 marked the end of our previous strategy,
Legacy 221. This gave the board and management the
opportunity to reflect on the successes and learnings
over the 4-year strategy journey. Our new 3-year strategy,
Letsema 2025, drew valuable lessons from the previous
strategy. Letsema 2025 is a purpose-led strategy
anchored on our values and our agreed leadership
behaviors. We are confident that we have a compelling
purpose ‘Botswana is our home, we drive her growth’ and
the right people to deliver on it through Letsema 2025.
Transforming client experience will always be our source
of inspiration. We are cognisant that client experience
begins with employee experience and that Letsema 2025
is meant t /e our employees a sense of purpose. We
are committed to creating a positive work environment.

Economic Climate

The Global and local economic landscape have shown consistent recovery
following a prolonged contraction at the back of the Covid-19 pandemic and
subsequently geopolitical activities n the Russia-Ukraine conflicts as well
as instability in East Asia. o
political environment. The banking and financial services sector have
remained robust and resilient even at the back of ongoing global noise. The
tourism industry printed a record rebound after a few years of struggle.
largely induced through the stringent Covid-19 restrictions. Businesses
are starting to lend at a higher rate, suggesting that economic activity is
reviving post the pandemic slump. Banks however continue to be cautious.
on household credit due to the risks that still linger in that space. Risk of
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retrenchments remains a possibility as businesses experience the lagging
effects of the pandemic. Local inflation has consistently been on a reducing
trend in the first half of 2023 and currently at 4.6% (June 2023), the lowest
this year and remaining within the Central Bank's medium term objective
range of 3-6% for the second time consecutively.

Strategy

To ensure sustainable business growth, we have focused the first half of the
year in deepening our relationships with our clients, understanding their
pain points and ensuring that their experiences in interacting with the Bank
across all the channels and platforms is at par with their expectations. Our
key focus has been on carefully monitoring customers’ satisfaction and
solutioning for their needs as dictated by them. This has seen s enhance
our Client Value Propositions (CVPs) by offering bespoke products and
services informed by data insights through a dedicated personalisation
team. To support this, the Bank has made a significant investment on the
staff not only in making sure all critical roles are filled, but by also ensuring
that itis the right people with the right fit for the desired culture.

Financial Performance

The SBBL Group half year profit before tax closed at P303 million, reflecting
a 48% growth from 2022. The performance is at the back of the 151pbs
rate increase in 2022 as well as successful balance sheet optimisation
strategies which focused on margin optimisation, non-traditional banking
revenues, effective credit control management strategies as well as key
investments in technology and people to support system stability, client
experience and ultimately sustainable business growth
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For the half year ended 30 June 2023
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Balance sheet

Ba\ance sheet optimisation continues to be a key focus area, and following

leep understanding of market and internal data insights, as well as client
engagements the balance sheet reconstruction has been driven by clients’
needs especially from a product perspective, seeing growth in the Business
and Commercial Banking (BCB) and Corporate and Investment Banking
(CIB). Following focus by the Bank to support local businesses as well as
help build new businesses. we have seen an impressive growth in the Africa
China Trade portfolio, which aligns with our purpose to grow Botswana.
In other segments we have seen the balance sheet reconstruct as the
Personal and Private Banking (PPB) portfolio refocused on rehabilitation
of non — performing loans and this has resulted i better yields as well
as minimal growth in credit loss ratios at 0.7% slightly higher than prior
year at 0.5%.

Funding structure has also been a focus area as the Bank focused its
energies on managing liquidity at the back of a compressed market
liquidity landscape. The Bank has seen the liquidity position stabilize in
the first half of the year compared to the last half of the previous year,
evidenced by a healthy loans to deposits ratio at 7016%. Focus is to
optimise the funding structure going forward.

Revenue

Net Interest Income (NII) which is our largest revenue contributor over the
years recorded 49% growth year on year. Though most of the growth is at
the back of 151 bps rate increase in 2022, there were some balance sheet
efficiencies extracted through balance sheet optimsation; rehabiltation of
non - performing portfolios and restructuring of distressed segments, the
data insights extracted helped us proactively engage clients and help them
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structure their portfolios better to reduice strain on both bank and client
Interest Income grew by 44% though the customer loan book regressed
by 1%, a deliberate strategy as the bank refocused growth in new business
portfolios as well as the restructuring of distressed portfolios

Though Non Interest Income (NIR) has declined year on year, we have seen
an uplift in fees and commissions at the back of improved transactability
owing to the enhancements and investments made in the technology
space to ensure our customers are able to transact anywhere and at any
time.

Credit Impairment charges

Credit impairment charges increased by P27 million, with similar growth
levels to market owing to job losses/retrenchments and slow recovery in
some sectors within the economy. Despite a 67% growth, our credit risk
control environment remains robust supported by a healthier loan book as
evidenced by a Credit loss ratio of 0.7%, a result of effective rehabilitation,
restructuring and collections strategies. The Bank took a deliberate stance
tofocus on credit risk management on the existing book against aggressive
loan book growth, this has resulted in a reduction in our NPL ratio from
3.06%n June 2022 to 2.79% in June 2023

Operating Expenses

The growth in costs is reflective of the latent impact of inflationary impacts
borrowed from the second half of 2022, as well as an increase in staff costs
at the back of the annual salary increments effected this year to recognise
growing cost ov hvmg throughout 2022. We also picked up inflationary

of services where ad to be
made for |mp0vled inflation. On the other hand, investments in technology

have contributed to the costs growth, a strategic decision to focus on
mproving client experience, client retention as well as client acqunsmon
Cos strategies have also ost
to serve and once again data insights are at the helm of this Semovement
together with improved procurement practices. Collectively these
contributed to areduction in our cost to income ratio from 60.9% in 2022
1053.54% in June 2023

nabic Bank

Outlook

2023 signified the start of a new and exciting 3-year “Letsema2025"
strategic journey. The first half of the year has been a success and the
outlook for the remainder of 2023 remains positive. The sustained
success will come from continuing to be deliberate and intentional around
the business we pursue and the outcomes we seek by making sure they are
aligned with our strategic goals and purpose to drive Botswana’s growth
The political environment is expected to remain stable as we prepare
for 2024 general elections, but uncertainties remain in both micro and
macro-economic environment. With inflation levels consistently dropping
below the Bank of Botswana (BoB) target range, we expect to enter an
interest rate cut cycle in the short to medium term. The business resilience
demonstrated by our financial performance is further assurance that our
strategies are effective. Based on current performance and initiatives
in place, we anticipate we will close the year strongly and above 2022
levels. We remain focused in building a sustainable franchise through

transforming client experience.
3= Qe
Chief Executive

Chairman
Dr T. TK. Matome C. Modise
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Cost to income ratio has been well managed by ensuring investments are focused to

Space where customer pain points were fel.

2019

Balance sheet optminisation remains a key focus area, with bank ensuring we deploy
funds in response to client needs and to the right products.

Direct tax paid (56 400) (31487)
Net cash flows in investing activiti 44277 28515
Net cash flows in i ti (84000) 200000)
Net movement in cash and cash equivalents 73819 135774
Cash and cash equivalents at beginning of the year 544879 431487
Cash and cash nd of the year 618698 567 261
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Total assets 12088710 1756 909 8985413 (134040) 22696991
Total labilities 13827102 5133666 1940870 0.4 20841201
Other information

Depreciation and amortisation 1457 1358 25137 7976 35927

1. The Group's performarce includes Stanbic Bank Botswana Limited (the Bank) and its subsidiaries. The Bank makes up a significant portion of the Group’s resuts.
2. The Bank's subsidiaries are included in the segment reports, segmented in accordance with nternal Segmentation rules.

) view, the Bank fitto rename two of ts
- Business and Commercial Clients (BCC) renamed Business and Commercial banking (BCB)

- Consumer and High Net Worth Clients (CHNW) renamed Personal and Private Banking (PPB)
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