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Income Statement

e BAT recorded a 9.8% decline in net revenue to KES 23.2
billion in FY 2025 from KES 25.7 billion in FY 2024. This was
primarily driven by heightened illicit trade in the domestic
market, partially offset by new revenue from oral nicotine
pouch sales.

o Total cost of operations decreased by 14.6%, reflecting
lower sales volumes, the benefit of effective cost
management and productivity initiatives implemented
during the period

o Operating profit rose by 2.2% to KES 7.5 billion in FY2025
from KES 7.3 billion in FY2024, despite a contraction in net
revenue. The operating margin improved to 32.2% from
28.4% over the same period, reflecting enhanced cost
discipline and operational efficiency, though profitability
remains below earlier peak levels.

e Finance income of KShs 0.2 bilion was earned, a
significant improvement from KShs 0.8 billion exchange
loss in the prior period, driven by Kenyan Shilling stability
against the US Dollar and prudent cash management.

e Profit before tax increased by 18.3% to KShs 7.7 billion
driven by an improvement in operating profit and lower
finance costs.

o Nef profit rose by 17% to KES 5.2 billion in FY2025 from KES
4.5 billion in FY2024, driving the net profit margin higher to
22.6% from 17.4%. The improvement reflects stronger
financing  performance  and  disciplined  cost
management, even as net revenue declined.

¢ Total comprehensive income mirrored net profit at KES
5.2 billion in FY2025, up from KES 4.5 billion in FY2024.

e Earnings per share rose by 17% to KES 52.46 from KES
4483, reflecting stronger profitability and enhanced
shareholder value.

e The Board declared a final dividend of KES 60 per share
for FY2025, in addition to an interim dividend of KES 10 per
share, bringing the total dividend for the year to KES 70
per share (KES 7.0 bilion). The final dividend was
announced on 27th February 2026, with book closure on
8th May 2026 and payment scheduled for 12th June 2026.
The dividend payout ratio rose to 133% from 112% in
FY2024, indicating that distributions exceeded net
earnings and were partially funded from retained

earnings and cash reserves.

DISCLAIMER: The information contained herein is obtained from sources, which to the best of our knowledge are deen
factual errors arising thereof. Any opinions expressed herein are ours and are bound to change anytime at no notice.

RECOMMENDATION BUY
Target Price (KES) 629.00
Market price (KES)- 27/02/26 567.00
Upside 10.9%
No. of shares (Mn) 100.0
Market Cap (KESmn) 57,000.0
Free float 40.00%
Dividend yield 12.3%
P/E 10.81
P/B 3.86
YTD Change 24.6%
Min 52 weeks KES 345.00
Max 52 weeks KES 629.00

Source: Bloomberg and Faida Analysis
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Balance Sheet

Total assets remained largely stable at KES 17.4 billion in FY2025,
slightly down from KES 17.6 billion in FY2024, reflecting a steady
asset base.

Non-current assets declined slightly to KES 9.7 billion from KES
10.1 billion, while current assets increased modestly to KES 13.9
billion from KES 13.6 billion.

Current liabilities rose slightly by 2.9% to KES 6.2 billion from KES
6.0 billion in FY2024, while non-current liabilities remained
largely stable at KES 1.9 billion.

The current ratio stood at 2.2x, unchanged from FY2024,
highlighting a stable and comfortable liquidity position.

Net working capital stood at KES 7.7 billion in FY2025, slightly
higher than KES 7.6 billion in FY2024, reflecting a stable balance
between current assets and current liabilities. The healthy
working capital, fogether with a current ratio of 2.2x,
underscores the company’s strong short-term liquidity and
ability fo meet operational obligations comfortably.

Retained earnings declined slightly to KES 11.9 billion in FY2025
from KES 12.1 billion in FY2024, primarily due to a dividend
payout that exceeded net earnings. Despite the reduction, the
company maintains a strong equity base, supported by
consistent profitability and cash generation, ensuring capacity
to fund operations and future dividends.

Return on equity (ROE) rebounded to 33.9% in FY2025 from
28.5% in FY2024, reflecting improved profitability and efficient
use of shareholder funds despite a contraction in net revenue.
Shareholders’ equity declined slightly to KES 15.5 billion from
KES 15.7 billion, driven by a high dividend payout.

Cash Flows Summary

Cash generated from operating activities edged down by
17.7% to KES 8,582 million in FY2025 from KES 10,427 million in
FY2024, while net cash from operating activities declined by
15.2% to KES 6,642 million from KES 7,828 million, reflecting
changes in working capital during the period.

Investing activities recorded a net cash outflow of KES 289
million in FY2025, improving from a net outflow of KES 783
million in FY2024, reflecting lower capital expenditure
compared to the prior year.

Financing activities recorded a net cash outflow of KES
5,525 million in FY2025, up from KES 5,042 million in FY2024,
largely driven by higher dividend payments during the year.
Cash and cash equivalents increased to KES 6,218 million at
the end of FY2025 from KES 5,390 million in FY2024,
supported by strong operating cash flows despite higher
financing outflows.
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Outlook

e BATKenya continues to demonstrate confidence in the resilience
of its business model, supported by a disciplined strategy focused
on sustainable earnings growth and consistent shareholder
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returns. However, domestic market performance continues to

face significant headwinds from illicit frade, with illicit cigarette 10,000 o)g
prevalence rising to 45% of the market from 37% in 2024. This trend 8,000 6,642
not only suppresses legitimate industry revenues but also results in 6,000
an estimated KES 12 billion annual loss in government tax revenue. 4,000
¢ Despite these pressures, the company delivered strong underlying 2,000
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management and currency stability that offset inflationary _4'000
pressures. ’
e The relaunch of oral nicotine pouches in H2 2025 further 6,000 (5,042) (5 525)
strengthens its reduced-risk portfolio, aligning with its purpose of -8,000
e . Net cash Netcash Net cash
building A Better Tomorrow and advancing a smokeless product . :
from used in used in
strategy. operating investing financing
e Regulatory risks and illicit frade remain key focus areas, with BAT activities activities activities

Kenya advocating for enhanced border controls, stronger
enforcement, improved market surveillance, and greater inter-
agency collaboration to safeguard compliant businesses and
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operational efficiency, robust cash generation, and a sustainable 9.0
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DISCLAIMER: The information contained herein is obtained from sources, which to the best of our knowledge are deemed reliable. As such, we are not responsible or liable for any
factual errors arising thereof. Any opinions expressed herein are ours and are bound to change anytime at no notice.
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INFORMATION AND RESERVATIONS
REGARDING THE NATURE OF RECOMMENDATION AND LIABILITY FOR ITS DRAFTING, CONTENTS AND

DISTRIBUTION

The perspective expressed in the Recommendation reflects the opinion of the Analyst(s) of Faida Investment Bank regarding the analysed company and the financial instruments issued by it.
Opinions contained in this Recommendation should not be treated as authorised or approved by the Issuer.

The Recommendation has been prepared subject to due diligence and reliability, based on facts and information generally considered credible (including, in particular, financial statements
and current reports of the company) and management meetings; nevertheless, Faida Investment Bank does not guarantee their absolute precision or completeness. The basis for preparing
the Recommendation comprises information on the company which was publicly available by the day of its drafting. The forecasts presented are based solely on the analysis conducted by
Faida Investment Bank and on a number of assumptions which may prove correct or incorrect in the future. Faida Investment Bank does not grant any assurance that the forecast presented
will be proved right. Faida Investment Bank is not liable for any losses incurred as a result of decisions made on the basis of information contained in this Recommendation. Faida Investment
Bank will bear no liability for the Recommendation which has been prepared with due diligence and thoroughness. Faida Investment Bank will not be held liable for any potential defects of
the recommendation, in particular for its incompleteness or imprecision, if said defects could not be avoided or foreseen at the moment of undertaking standard actions in drafting the
Recommendation. In the future, Faida Investment Bank may issue other recommendations, presenting other conclusions which are consistent with those contained in this Recommendation.
Such recommendations reflect various assumptions, points of view and analytical methods adopted by the analysts preparing them. Faida Investment Bank hereby announces that the accuracy
of earlier recommendations is no guarantee of their accuracy in the future.

Faida Investment Bank hereby announces that investing money in financial instruments is connected with the risk of losing a part of or all the invested funds. Faida Investment Bank notes that
the price of financial instruments is influenced by many different factors which are or may be independent from the Issuer or the results of the Issuer’s operations. These can include, among
other things, changing economic, legal, political and fiscal conditions. A decision on purchasing any financial instruments should be made solely on the basis of the prospectus, offer or other
generally available documents and materials published in accordance with the binding provisions of Kenyan law.

With the exception of the remuneration paid by Faida Investment Bank, Analysts do not receive any other consideration from the Issuer or other third parties for drafting recommendations.
Glossary of Terms

Net Interest Margin (NIM) - Net interest margin is a measure of the difference between interest paid and interest received, adjusted for the total amount of interest-generating assets held by
the bank. It is calculated as: Net Interest Income/Average Interest Earning Assets
Basis points (bps) — one hundredth of a percentage i.e. 1.0%=100bps or 1bps=0.01%
Target price — Analyst estimate of the fair value or intrinsic value of the company
Cost of Funds-This is the effective average interest rate paid on interest earning liabilities. It is calculated as Total Interest Expense/Average Interest Earning Liabilities
Loan Yield- This is the effective average interest rate received on average loans and advances. It is calculated as Interest on Loans and Advances/Average Loans and Advances
Cost of Risk — This ratio measures the amount of risk involved in lending. It is calculated as: Net Impairment Provisions/Average Gross Loans in the period
Non-performing loans-These are loans that have been classified as impaired. The CBK classifies loans into five categories i.e. Normal, Watch, Substandard, Doubtful and Loss depending on
performance of the loan. The last three i.e. sub-standard, doubtful and loss are referred to as non-performing loans. Under IFRS, these classified as stage 3 loans.
Non-performing loans (NPL) Ratio - This is the proportion of NPLs in the loan book. It is calculated as Gross NPLs/Gross Loans
Non-funded/Non-Interest Income- This represents the income that is not classified as interest income.
Non-Funded/Non-Interest Income Ratio. This represents the proportion of total operating income that is not classified as interest income. It is calculated as Non-Interest Income/Total
Operating Income
Composite market share (Market share Index) - This is a weighted composite index comprising of assets, deposits, capital size, number of deposit and loan accounts. The composite market
share is used by CBK to classify banks into three groups:
e Tier 1(Large Size Bank); Composite market share of 5.0% and above
e Tier 2(Medium Size Bank); Composite market share of between 1.0% and 5.0%
e Tier 3(Small size Bank); Composite market share of less than 1.0%
Recommendation

BUY — Minimal risks to catalysts
SELL- Risks outweigh the catalysts
NEUTRAL — This is where the positives and negatives in a company almost balance out. You can accumulate for the long term.
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Head Office: Crawford Business Park, Ground Floor, State House Road |email: Info@fib.co.ke | web: wew fib.coke

Download the Faida M-Trader App today far quick, direct Access to
Trade on the NSE, receive market intel, request for payment, and view
your Statement

Happy Trading! For Enquiries call +254 743 552341 / +254 20 7606026
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