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Buy   

EUR 14.00   

  

Price EUR 7.05 

Upside 98.6 % 

  
 

 Value Indicators: EUR  Warburg ESG Risk Score: 2.5  Description:  

 PTB/ROE regr.: 10.23 

Residual income model: 14.01 

  

 ESG Score (MSCI based): 4.0 
Balance Sheet Score: 3.5 
Market Liquidity Score: 0.0 

 
Bank services with a focus on SME's 
in East and Southeast Europe 

   

   

         
 Market Snapshot: EUR m  Shareholders:   Key Figures (WRe): 2020e 

 Market cap: 415.2

No. of shares (m): 58.9

Freefloat MC: 160.7

Ø Trad. Vol. (30d): 75.86 th

 

 
 

Freefloat 38.7 %

Zeitinger Invest 17.0 %

KfW 13.2 %

Doen Participaties 12.5 %

IFC 10.0 %

 Price / Book: 0.5 x 

Equity Ratio: 11 % 

  

  

  

   

   

   

   
 

 

SME banking with high loan quality and strong ESG footprint; Initiation with Buy 

ProCredit has recently completed a comprehensive restructuring of its business from a provider of microfinance to an investment loan 

provider for innovative and aspiring small and medium-sized enterprises and a digital bank for private individuals. A strict ESG policy 

and responsible lending safeguard the quality of the loan portfolio and form the basis for sustainable business activities. The company offers its 

services in 13 different countries, mainly in South-Eastern and Eastern Europe.  

 B2B customers make up 94% of the loan portfolio and are well diversified over multiple economic sectors. ProCredit’s approach is to be 

the “Hausbank” (principal bank) for innovative SMEs with a close and personal relationship. Strict governance requirements and business 

exclusion lists, the absence of cash transactions, and the close relationships ensure that only reliable businesses form the customer base. 

Prudent risk management and careful consideration of the purpose of an investment and its returns results in a NPL ratio of 2.3%, which is 

well below the average in its countries of operation. Other attractive services include cross-border transfers to other ProCredit banks and 

support in accessing funds and support programmes of European institutions. ProCredit’s long history in emerging countries as well as high 

employee expertise are beneficial to navigating the sometimes more challenging local economic circumstances.  

 The B2C approach was radically transformed from a classic branch-dominated bank to an online bank supplemented with select and highly 

efficient branch outlets. The services offered include all the usual bank services, such as current accounts, term deposits, and credit cards. 

Loans are largely limited to mortgages (5% of the loan portfolio). The group does not have any meaningful consumer loan exposure. 

Until 2018, net interest income was declining but risks and risk and operating costs were dwindling as well. More recent years have been 

characterised by restructuring costs and rather flat development of net income. With the completion of the strategic transition towards larger 

and more formalised customers and a streamlining of the operational structure, returns should become visible in the next years. We expect 

portfolio and net interest income to grow at roughly 10% in the short run and operational efficiency to increase. CIR is therefore assumed to 

decrease from a current 70% to 61.3% in 2023e. RoE rates are assumed to exceed 10% from 2024 onwards. 

Particular attention should be paid to the ESG qualities of the company. Green loans already constitute 18.3% of the loan portfolio with a 

strongly growing tendency. ProCredit is aiming to become carbon neutral by 2023 and is making a strong effort to maintain and enhance the 

high level of social and environmental competence among its staff. The company also publishes a comprehensive ESG report, providing 

detailed insight and transparency on all related topics. In 2019, ProCredit was one of the first European institutions to issue a green bond for 

the purpose of financing green investments. The company is “AA” rated by MSCI ESG and “B-” or “Prime Status” by ISS ESG. 

Even though loan losses may be higher than usual in 2020 and 2021 owing to COVID-19, there are excellent growth and net income margin 

prospects thereafter. The increasing share of green loans will presumably improve the portfolio quality while attractive returns on equity are 

conceivable in the medium term. Given the appealing current valuation at a PTB multiple of around 0.5x and our residual income-based PT 

of EUR 14, the coverage is initiated with Buy. 

   

 

          

FY End: 31.12. 
in EUR m 

CAGR 
(19-22e) 2016 2017 2018 2019 2020e 2021e 2022e 

         

         

Net interest income 

(NII) 
8.6 % 

230.8 204.7 186.2 194.5 206.5 223.5 249.0 

LLPs  18.6 4.8 -4.7 -3.3 34.8 21.3 9.9 

Commission and fee 

income 
2.5 % 

43.0 45.8 52.2 52.0 50.0 53.0 56.0 

Op. Revenues 5.7 % 255.2 245.7 243.1 249.8 221.7 255.1 295.1 

Revenue growth  -4.2 % -3.7 % -1.0 % 2.8 % -11.2 % 15.1 % 15.7 % 

Personnel expenses  88.2 84.5 78.2 80.2 84.1 87.7 92.9 

Admin. Expenses 2.1 % 110.1 101.7 89.7 95.5 91.4 95.7 101.8 

EBT 9.5 % 61.1 77.2 77.5 76.9 48.7 73.2 100.9 

Net income 13.9 % 59.4 61.3 52.8 52.6 38.0 56.4 77.7 

                  EPS 14.0 % 1.11 1.14 0.90 0.89 0.64 0.96 1.32 

DPS - 0.38 0.27 0.30 0.00 0.21 0.32 0.44 

Dividend Yield  2.7 % 2.0 % 2.7 % n.a. 3.0 % 4.5 % 6.1 % 

Book Value / Share  12.07 12.16 12.59 13.46 14.07 14.79 15.76 

                  P / E  12.9 x 11.8 x 12.4 x 9.6 x 11.0 x 7.3 x 5.4 x 

Price / Book  1.2 x 1.1 x 0.9 x 0.6 x 0.5 x 0.5 x 0.5 x 

ROE  9.6 % 9.4 % 7.6 % 6.9 % 4.7 % 6.6 % 8.6 % 

                  RoRWA  1.2 % 1.4 % 1.2 % 1.1 % 0.7 % 1.0 % 1.2 % 

CIR  71.3 % 69.4 % 69.7 % 70.5 % 67.8 % 66.0 % 63.7 % 

Tier One Ratio  12.5 % 13.7 % 14.4 % 14.1 % 13.8 % 13.5 % 13.1 % 

CET I Ratio  12.5 % 13.7 % 14.4 % 14.1 % 13.8 % 13.5 % 13.1 % 

NPLs / Loan 

volumes 
 

6.3 % 4.7 % 3.1 % 2.5 % 2.3 % 2.3 % 2.2 % 

 

Rel. Performance vs CDAX: 

1 month: -3.4 %

6 months: 8.9 %

Year to date: -8.9 %

Trailing 12 months: -5.5 %

 
Company events: 

25.03.21 FY 2020

12.05.21 Q1

27.05.21 AGM (virtual)

12.08.21 Q2
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Net interest income development 
in EUR m 

 

Source: Warburg Research 

 

Customer loan portfolio 
in EURm 

 

Source: Warburg Research 

 

EBT development 
in EUR m 

Source: Warburg Research 
 

Company Background 

 ProCredit is a development-oriented commercial bank group with a geographical focus on South Eastern and Eastern Europe and a 

structural emphasis on SMEs. 

 In the B2B market, ProCredit seeks to provide financial services to SMEs targeting investment and expansion, particularly innovative 

companies with high ESG standards. 

 With its lean and digital group structure, ProCredit also offers digitalised and easy-to-use basic banking solutions in the B2C market 

while keeping personnel costs low. 

 Not only is ESG a well reported and respected topic at ProCredit, it is also the basis of the company’s business practices and is taken 

into account in each credit decision. 

 ProCredit's business model aims to provide a sustainable return on investment while making a positive contribution to the 

environment, society and economic development. 

Competitive Quality 

 ProCredit accomplished a strategic transition from a provider of high-risk microfinance to a long-term finance partner for innovative 

SMEs. 

 Commitment to ESG-issues and prudent risk management ensure a healthy credit portfolio and significantly lower non-performing 

loan ratios than in the broader economy. 

 ProCredit pioneered the issuance of bonds to finance green investments by SMEs in emerging markets. This business became a 

significant growth driver and provides further upside potential. 

 Target markets in Eastern and South-Eastern Europe show healthy and steady economic growth which can be further stimulated by 

climate-related subsidies and regulations. 

 ProCredit invests extensively in employee training and operates its own academy to train staff in e.g. green finance and ethical 

banking. 

LLP development 
in EUR m 

Source: Warburg Research 
 

Loan portfolio per region 
2019; in % 

Source: Warburg Research 
 

Net income development 
in EUR m 

Source: Warburg Research 
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Summary of Investment Case 

Investment triggers 

 Given its strong ESG approach, targets, and reporting, as well as the rising share of green loans in its portfolio, ProCredit appears 

very attractive in light of the growing importance of ESG in capital markets and as one of the few making the topic a business 

fundamental whilst maintaining attractive returns for investors 

 After several years of restructuring and extraordinary costs, the best is yet to come once a broad recovery sets in which should lead 

to attractive RoE rates of above 10% in the mid term 

 The current valuation at a PTB of roughly 0.5 is highly appealing and offers significant upside especially considering the excellent 

growth and margin prospects 

Valuation 

 The price target of EUR 14 is based on a residual income model 

 ROE/PTB regressions suggest fair values of around EUR 10.50 per share  

 Although the share is currently trading at a significant discount and a PTB of 0.5x, we believe that the share should trade closer to, if 

not higher than, its book value considering the excellent loan book quality, the promising growth and margin prospects and the strong 

ESG footprint 

Growth 

 ProCredit Holding was targeting loan portfolio growth of 8-10% for 2020. At the 9M stage, it was showing growth of some 8.5% 

despite severe pandemic-related economic setbacks in the company’s countries of operation  

 The company is aiming for sustainable mid-term growth of around 10% which could also be surpassed with the expected economic 

recovery in the coming years 

 Green loans represented 18.3% of the total loan portfolio as of 9M 20 and grew at a strong CAGR 2016-2019 of 34% 

 We are assuming the continuation of the current trend and the focus on renewable energies in Europe 

 After a comprehensive restructuring programme, which ended in 2019, with regional consolidation and a radical reduction in the 

number of branches, ProCredit is set to improve operational efficiency significantly going forward, leading to sustainable CIR values 

below 60% 

 Net income development was burdened by one-offs in course of the completion of the restructuring process in 2019. In 2020, loan 

loss provisioning is expected to be higher than usual owing to COVID-19, which will also impact net income. Thereafter, the 

restructuring efforts should bear fruit and, with a decreasing cost-income ratio, net income growth should be proportionately 

stronger  

Competitive quality 

 ProCredit is strongly focused on SMEs in emerging countries and acts as the principal bank for those companies. ProCredit is aiming 

to serve an attractive target group of aspiring and innovative enterprises with reliable banking services and its high level of know-how 

 B2C clients are offered a highly digitised banking solution based on a flat-fee model with low personnel requirements and a very 

limited number of branches 

 The pursuit of strict ESG principles ensures an excellent loan book quality with low non-performing loan ratios  

 The strong ESG footprint and corporate culture, combined with high employee expertise makes ProCredit the perfect financing 

partner for green loans which contribute strongly to portfolio growth and show low loss rates 

Warburg versus consensus 

 On top-line estimates are roughly 10% above 2021e and 2022e consensus estimates, which consist of three participants 

 On bottom line, our estimates are around 15% above consensus for the respective period 
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Company Overview 

 
Source: ProCredit Holding; Warburg Research 
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 Competitive Quality 

 ProCredit has a clear focus on bank lending and other banking services for 

aspiring and innovative SMEs in emerging countries mainly in the areas of South 

Eastern and Eastern Europe 

 After a comprehensive restructuring programme, the company became a primarily 

digital bank with only limited physical interaction with retail customers but strong 

relationships with its B2B SME clients  

 In recent years, so-called green loans to finance projects in renewable energy, 

energy efficiency or environmental sustainability have been growing strongly. Green 

loans registered 34% CAGR 2016-2019 and made up 18.3% of the total current 

portfolio in an uninterrupted growth trend  

 Strict ESG and compliance principles are the basis of every customer relationship 

at ProCredit and add to a superior loan book quality than average in ProCredit’s 

countries of operation  

 Years of restructuring should result in significantly improved operational efficiency and 

lead to sustainable RoE rates greater than 10% in the mid term 

 

 

 

Concentrated SME approach with a clear regional focus 

ProCredit offers basic banking services to its customers, including lending and general 

access to financial markets. Its aim is to become the principal bank for its B2B and B2C 

customers.  

The approach to retail customers consists of highly digital and easy-to-use basic banking 

solutions, ensuring a large chunk of deposits for refinancing (47% of deposits were from 

retail customers in 2019). By following this approach of offering simple and digital services, 

there is little need for advisory services and therefore limited personnel requirements for 

the retail customer business. 

Corporate banking is strongly focused on SMEs, an attractive but still under-served 

customer group in ProCredit’s target markets. The company seeks to build up strong and 

long-term business relationships and serve the B2B customers well with personal 

relationships to well-trained advisors. When acquiring new customers, ProCredit often 

starts the business relationship with basic banking products like bank accounts or foreign 

bank transfers. From this point onwards, ProCredit develops the relationship to become 

the principal bank for the customer and also take care of the customer’s business growth 

financing needs. 

The customer structure of the loan portfolio can be described as follows: 

 ProCredit seeks to provide financial services to SMEs aiming for investment and 

expansion, particularly innovative companies with high ESG standards. 

 A mere 6% of loans are granted to retail clients. The remaining 94% are business loans. 

 Largest industry sectors by loan exposure are the wholesale and retail trade with 26%, 

production at 23%, and agriculture, forestry, and fishing at 20%. 

 In 2019, the business loan volume totalled EUR 4,472m with more than 35k customers 

and a total of nearly 47k business loans. This leads to an average loan volume of roughly

EUR 125k per customer relationship and EUR 95k per loan. 

 Green loans represented 16.6% of the total loan portfolio in 2019. 

Besides its key target group of customers, ProCredit has a strict exclusion list of 

businesses and industries such as businesses with unethical practices and labour 

conditions, activities that are not in compliance with standard health-and-safety regulations 

and harmful activities from an ecological standpoint or which have a negative impact on 

the community. 



ProCredit Holding  
  

 

 
    
FU L L  NO T E  Publ ished 12 .02 .2021  7

     

RESEARCH

Even though the company is German-regulated and is headquartered in Germany, the 

operative business sets a clear regional focus on East- and South-East Europe. Stemming 

from its origins as an enabler of reliable financial systems in many of those markets with a 

strong promotional idea, ProCredit is well acquainted with the regional circumstances, 

political systems and characteristics of the respective countries. 

Loan portfolio by region as of 2019 

 

Source: ProCredit Holding; Warburg Research

 

ProCredit Holding consists of a group of 12 regional banks, of which seven are active in 

South Eastern Europe, three in Eastern Europe and one each in Germany and Ecuador. 

However, as a result of a consolidation process over the past years, the current scope of 

operation in 13 different countries should remain stable over the next years. Back in 2013, 

the group operated in 22 countries. By focusing on B2B lending and a reduced and highly 

digitised B2C approach, the company also cut the number of countries of operation to 

become more efficient. Furthermore, the company did not see favourable pre-conditions 

for its new business model based on SME lending. These include a thriving SME sector, 

reasonable levels of transparency and reasonably strong banking regulation. 

Development of countries of operation and employees 

 

Source: Warburg Research

 

Lean and digital group structure after comprehensive restructuring  

Not only was there a consolidation approach behind the reduction in the number of 

countries of operation, it was also the result of a broader restructuring programme.  

Previously, the company had a product-based approach and was a provider mostly of 

micro-credit but after 2008, ProCredit opted for more formal credit arrangements for 

customers with more mature business structures. 

The result of this restructuring was the consolidation to the current 13 countries with
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attractive potential SME customers and excellent growth prospects. In line with the 

regional consolidation, ProCredit also restructured its product approach and streamlined 

its business model. As a result of a strictly digital B2C product, the majority of branches 

were shut over time. This was accompanied by a significant staff reduction until measures

were finalised in 2019. The current strategic setup is expected to be maintained in the 

years ahead, but only a slight increase in staff is expected over time, proportionately lower 

than the relative increase in total portfolio volume. From a refinancing perspective, we 

assume that ProCredit should be able to increase deposits significantly without facing 

much additional expense, owing to the highly digitized B2C approach. 

 Restructuring effects 2012-2019 

 

Source: ProCredit Holding; Warburg Research

 

Overall, the restructuring programme had a huge impact on reported KPIs and the

business development of ProCredit which has to be considered when comparing figures 

from the past. 

Strict ESG and compliance conditions as business fundamentals 

Not only is ESG a well reported and respected topic at ProCredit Holding, it is also the 

basis of the company’s business practices and is taken into account in each credit 

decision. ProCredit’s approach is to be a reliable finance partner with transparent services 

and to offer sustainable finance solutions to its customers by applying prudent risk 

management. The company takes responsibility for its employees and strives to promote
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ethical values and to provide an ethical working environment for its staff. Furthermore, 

ProCredit intends to be a fair recruiter and employer in its countries of operation and 

promotes continuous job education among its employees. 

Overall, those fundamentals result in a company that is highly conscious of its impact on

the environment, society and economic development and strives for continuous 

improvements in all of those fields while simultaneously achieving attractive returns for its 

investors. 

ProCredit’s specific medium-term sustainability goals are to: 

 increase the share of green loans in its portfolio to 20% (17% in 2019) 

 become CO2 neutral with regard to the company’s own emissions (emissions reduced by 

32% from 2017 to 2019) 

 increase the already high level of social and environmental competence of its staff (>12k 

total staff-hours are invested in training per year) 

With strong public financing partners 

ProCredit works hand-in-hand with the European Investment Bank (EIB) and its 

investment vehicle European Investment Fund (EIF) to support small and medium-sized 

enterprises. InnovFin, a European support programme for innovative SMEs by EIB and 

EIF, was doubled in volume at ProCredit to a total of EUR 1.6bn. In the context of this 

programme, companies with up to 500 employees can be granted loans with lower 

required collateral. While this is highly attractive for the customers, it is also beneficial for 

ProCredit. The programme is targeting precisely the same target group which can access 

the programme via ProCredit as one of the few associated banks. Programme loans are 

partially guaranteed by the EIB which reduces risk-weighted assets from a supervisory 

point of view and supports ProCredit’s regulatory equity ratios.   

Should result in attractive returns with manageable risks 

However, while all those fundamentals and achievements might be admirable from an 

ESG point of view, it also helps ProCredit in terms of risks and portfolio quality. By 

following strict principles, the company attracts a quite specific group of customers. While 

thinking of the mentioned countries of operations, one might also connect the economy in 

those countries with money laundering, bribery or high crime rates. However, by rejecting 

credit requests and excluding customer relationships at any hint of such associations, 

ProCredit ensures a quite healthy credit portfolio. 

Local NPL comparison 

 

Source: ProCredit Holding; Warburg Research

 

As becomes visible, this results in significantly lower non-performing loan ratios than in the 

broader economy. A total of 2.3% of the loan portfolio was credit impaired as of 

September 2020 and the group shows long-term average net write-offs of 0.7% in the 

past. Furthermore, the green loan portfolio should improve this situation even further as it 

comes with extraordinary low NPLs of 0.3%. As the share of green loans in the total 

portfolio is expected to increase further in the years ahead, the NPL ratio of ProCredit 

should continue to decrease. 

With regards to returns, net interest margin showed a negative trend from 5.5% in FY15 to 

currently 2.9% in Q3/20. This trend reflects the strategic changes from microfinancing to

larger credit sizes, the consolidation to fewer countries and lower-risk investments. 

Decreasing general interest rates in some countries had a negative effect as well. 

However, the current net interest margin is forecast to remain stable as the transition of 

Non-performing loan 

ratio per country as of 

2019 Albania Bosnia Bulgaria

North 

Mazedonia Moldova Romania Serbia Ukraine

Country average 8.4% 7.7% 9.8% 4.8% 8.5% 4.1% 4.0% 50.0% 

PCZ 6.3% 3.0% 2.7% 2.2% 4.1% 2.4% 1.7% 3.9% 
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the business model is nearly finalised. 

ProCredit boasted a return on equity rates of 7-10% in recent years. However, as already 

mentioned, those years were characterised by significant restructuring measures which 

also resulted in significant costs. In 2020, the return on equity is expected to have dropped 

to 4.5% as a result of significantly higher loss allowances. Nonetheless, with little legacy 

business remaining in the lending portfolio and restructuring measures complete, 

increasing ROE rates appear very likely with a continuation of portfolio growth, stable net 

interest margins and proportionately lower growth in operative costs. Therefore, the 

company should comfortably be able to show ROE rates north of 10% in the medium term. 
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 Growth / Financials 

 With its focus on innovative and aspiring SMEs and strong positioning as the principal 

bank for such clients, ProCredit can significantly outperform the underlying 

market 

 Sustainable loan portfolio growth of around 10% appears well within reach which 

should thus result in double-digit net interest income growth as the net interest margin 

is expected to remain roughly stable at 2.9% 

 Decreasing net interest margin until 2019 was the result of a change in focus to larger 

customers and lower risks 

 The current NPL ratio of 2.3% represents an historic low and is significantly lower 

than average in the respective economies 

 With the comprehensive restructuring measures finalised in 2019, operational 

efficiency is set to increase significantly over the next years, which should lead to 

a gradual decrease in cost-income ratios  

 Proportionately greater net income growth is supported by economies of scale 

as the top line returns to a sustainable growth path and ProCredit keeps costs under 

control 

 

 

 

Economic outlook is expected to brighten after 2020 

Since 2010, GDP growth in ProCredit’s countries of operation showed healthy average 

rates of 2.4% in South Eastern Europe, 3.2% in Eastern Europe and 2.8% in Ecuador. 

These rates are even more impressive considering that this includes challenging years in 

different countries (e.g. the conflict in Ukraine 2014 and 2015). 2020 is expected to show

a severe dip in global GDP growth which will also affect the economies in ProCredit’s 

countries of operation. 

Although global economic output is already recovering from the collapse triggered by 

COVID-19, it will remain below pre-pandemic trends for a prolonged period of time. In its

near-term outlook, the IMF projects global growth of up to 5.2% in 2021. While the 

European Union is expected to show real GDP growth of 5%, the economic recovery in 

Eastern Europe is expected to be slower and grow by 3.5%. The medium-term outlook is 

somewhat stronger and, for most of ProCredit’s countries of operation, the IMF is 

expecting growth rates of well above 4% from 2022 onwards.  

While economic growth forms the basis of ProCredit’s loan portfolio growth, we assume 

that actual growth rates should be significantly higher for the following reasons: 

 Small and medium sized enterprises represent a core driver of economic growth in the 

respective countries. As SMEs are also the core target group of ProCredit holding, its 

loan-book growth is expected to be proportionately stronger than overall GDP growth.  

 With its strong focus on SME customers, the reliability of a German-regulated bank and 

its access to European institutions, we expect ProCredit to have a competitive 

advantage over other banks and to gain market share in its target group which should 

drive growth further. 

 The proportion of green loans in the total loan book grew significantly over the past 

years. As growth rates were well above group level and demand from this sector should 

not decline, green loans should also contribute to proportionately higher growth rates. 

 Despite severe setbacks on the economy in 2020 stemming from Covid-19, the 

customer loan portfolio had grown by 8.5% after nine months. Obviously, ProCredit’s 

business growth is highly resilient and well above market rates.  
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Growth in green loans to persist 

In recent years, ProCredit put a special focus on so-called green loans in its total loan. 

While first loans were already granted for energy efficiency and renewable energy 

investments back in 2006, this area became a significant growth driver in the past years. 

As of 9M, 18.3% of the total loan portfolio was attributable to green loans which grew at 

a CAGR of 34% from 2016 to 2019. 

Development green loan portfolio (EURm) 

 

Source: ProCredit Holding; Warburg Research

 

As displayed in the chart above, the green loan portfolio grew significantly over the past 

years. From a total volume of EUR 330.9m in 2016, the amount nearly tripled to EUR 

954m as of 9M 2020. Not only did the absolute volume rise, the proportion of green

loans in the overall portfolio also increased dramatically, demonstrating proportionately 

greater growth in this area. 

The purposes of those loans mainly divide into three sectors: 

 Investments in energy equipment and processes make up about 68% of the green loan 

portfolio, e.g. loans to invest in machinery which saves 90% of consumed energy while 

simultaneously increasing productivity by 50% or investment in an electro-mobility fleet 

or heat recovery systems. 

 Renewable energy technologies are responsible for about 13% of the green loan 

portfolio. This includes green power plant investments such as solar parks, wind 

turbines or biogas plants. 

 Environmentally sustainable investments which have a direct positive impact on the 

environment account for the remaining 19% of the portfolio. This could include projects 

like wastewater treatment that reduces water pollution, organic food production that 

mitigates negative effects of pesticide use or pivot sprinkler systems which minimise 

agricultural water consumption dramatically. 
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Green loan composition as of 2019 

Source: ProCredit Holding; Warburg Research

 

Besides the obvious positive environmental impact, further beneficial aspects of the 

green loan portfolio are: 

 Significantly lower risk costs as only 0.3% of the green loans are currently credit 

impaired (compared to 2.3% from a total loan portfolio perspective). 

 Highly predictable investment returns as the initial investment either yields direct 

returns (mainly in energy production projects) or results in immediate cost reductions 

(by reducing the consumption of energy or other resources). 

 Financing green projects facilitates access to more diversified refinancing solutions. 

This includes the issuance of green bonds, which was first used in 2019 when a total of 

USD 90m in green bonds was issued. 

Total loan portfolio growth of 10% appears well within reach 

Overall, the mid-term target of roughly 10% loan portfolio growth communicated by 

ProCredit appears reasonable if not slightly cautious. With the current boom in green 

energy, energy efficiency and therefore also green loans, growth in this sector is not 

expected to decline in the foreseeable future. On the contrary, growth in this sector could 

even accelerate considering the recent boom in green energy stocks and the increase in 

initiatives by international and local institutions.  

Our assumption of customer portfolio growth of roughly 10% over the next years appears 

well within reach and is based on usual SME economic performance in ProCredit’s 

countries of operation. With regards to the economic top-line impact of Covid-19, we 

assume that the worst should be over by summer 2021 as larger parts of the population 

are vaccinated. Nonetheless we see significant further upside potential: 

 In light of the still quite strong growth of 8.5% per 9M 2020, ProCredit might be able to 

derive greater benefit from an economic upswing. 

 The South American segment could make a significantly stronger contribution in 2021. 

While the pandemic-related economic downturn and resulting drop in the oil price had a 

strong impact on growth in 2020, both of these issues should normalise in 2021. 

Nonetheless, the company was able to grow the portfolio by 11.5% as of 9M. 

Therefore, this segment could presumably contribute portfolio growth rates closer to

20% or even stronger. 

 Further upside potential lies in the strong growth of the green loan portfolio. While this 

sector already made a strong contribution in the past, the topic is more relevant than 

ever. Globally and locally, there is increasing individual awareness of energy efficiency 

and sustainable energy production. Therefore, demand for green loans could increase 

even further in the next years, driving growth. 

 

Environmentally friendly 
projects

19%

Renewable energies
13%

Energy efficiency
68%
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Resulting from the portfolio growth, we assume crucial KPIs will develop as displayed 

and described in more detail below. 

KPI and P&L assumptions 

Source: ProCredit Holding; Warburg Research

 

Dwindling NIM resulting from strategy shift but expected to stabilise 

Development NIM and loan portfolio 

 

Source: ProCredit Holding; Warburg Research

The main income source for ProCredit is interest income generated from loans to its 

customers. In recent years, the net interest margin (on total assets) has been under 

pressure, developing from 5.7% in 2015 to 2.9% in Q3 2020. However, this trend 

consequently led to the strategic decision to move away from providing high-risk 

microfinance and become a financing partner for innovative SMEs. In line with this re-

orientation, risk costs decrease constantly over time, putting pressure on the interest 

income as well. Furthermore, lot sizes in the customer loan portfolio increased 

significantly, resulting in dwindling interest margins. 

 

Composition of the customer loan portfolio 

Source: ProCredit Holding; Warburg Research

As displayed in the table above, today’s loan structure is characterised by a large stake 

of loans greater than EUR 250k per contract (53% as of H1 20). Back in 2015, this ratio 

was significantly lower at 23.3%. Not only did the proportion of larger loans change over 

time, the absolute volume of customer loans below EUR 50k is now one-third of the 

value some five years ago. The share of credit-impaired loans also improved significantly 

from about 7.4% in 2015 to 2.5% as of June 2020.  

in EURm or % 2017 yoy 2018 yoy 2019 yoy 2020e yoy 2021e yoy 2022e yoy

Loan portfolio 3,909.91 7.7% 4,392.17 12.3% 4,797.33 9.2% 5,229.09 9.0% 5,804.29 11.0% 6,384.72 10.0%

Net interest income 204.66 -11.3% 186.24 -9.0% 194.53 4.5% 206.55 6.2% 223.47 8.2% 249.00 11.4%

Loss allowances 4.82 -71.6% -4.71 n/a -3.33 n/a 34.81 n/a 21.33 -38.7% 9.87 -53.7%

Net fee and com. income 45.83 6.7% 52.17 13.8% 51.97 -0.4% 50.00 -3.8% 53.00 6.0% 56.00 5.7%

Cost-income ratio 69% 70% 70% 68% 66% 64%

Net income 61.28 -22.1% 52.79 -13.9% 52.61 -0.3% 37.96 -27.8% 56.39 48.6% 77.71 37.8%
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total

EUR/USD

> 250.000

% of 

total TOTAL

Net interest 

margin

Share of credit-

impaired loans

As of 30 June 2020

Germany 131 1,250 53,438 54,819 n/a n/a

South Eastern Europe 449,567 1,221,685 1,910,458 3,581,710 2.4% 2.4%

Eastern Europe 59,628 454,350 579,819 1,093,797 4.2% 2.8%

South America 61,437 122,473 137,838 321,748 5.1% 2.9%

TOTAL 570,763 11% 1,799,758 36% 2,681,553 53% 5,052,074 3.0% 2.5% 

As of 31 December 2015 based on PAR30*

Germany 70 823 81,065 81,958 n/a n/a

South Eastern Europe 951,392 856,958 647,467 2,455,817 5.3% 4.4%

Eastern Europe 210,959 294,677 175,839 681,475 6.6% 5.3%

South America 598,964 234,614 52,111 885,689 7.1% 4.2%

TOTAL 1,761,385 43% 1,387,072 34% 956,482 23% 4,104,939 5.7% 4.4% 
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Interest and currency environment 

Source: ProCredit Holding; Warburg Research

 

Further pressure on the NIM came from interest rate cuts in some countries of operation, 

especially in Ukraine. However, as no further cuts have been recorded since June 2020, 

we expect the interest environment to remain rather stable for the time being. Given a 

stable to slightly improving risk profile of the loan portfolio, this should result in stable 

interest margins as well. 

In conclusion, we expect the NIM to remain rather stable at the current level. The 

transition of the portfolio from microfinance to SME loans, which constituted the most 

negative effect on the NIM in the past, is broadly finalised. While the general interest 

environment is also expected to remain rather stable, we do not identify any supporting 

or inhibiting factors for the interest margin in the short or medium term.  

With this stable margin assumption, net interest income is expected to return to growth, 

after several years of decline (net interest income 2015-2019 CAGR -7.1%).  

 

Fee and commission income expected to be quite resilient 

Besides the interest income, ProCredit’s second income source is fees and commission. 

While interest income is correlated to the loan volume, fees and commission depend 

mainly on the number of customers. Retail clients pay a monthly flat fee for banking 

services. Besides a current account, these include usual transactions like money 

transfers, debit card, cash withdrawals or savings. The monthly flat fee is usually at EUR 

5 per month. However, with the conversion to a purely digital bank, the bank lost clients 

who prefer the branch bank model but gained customers in the new target group over 

time. 

For its business clients, ProCredit acts as the principal bank and therefore offers the 

usual banking services as well. Furthermore, payment services are of particular 

importance for its customers. These include money transfers within the ProCredit 

network but also national and international transactions both in domestic and foreign 

currencies. 

However, while the fee and commission income has remained quite stable in recent

years, we assume a slightly growing trend going forward also due to the transformation 

in its retail clients business. ProCredit should have an attractive offer in its respective 

market and is perfectly positioned to benefit from the consumer transfer to digital. 

Therefore, it appears plausible that the number of retail customers should increase which 

would result in higher fee and commission income. Overall, we assume that net fee and 

commission income will grow at mid single-digit growth rates of roughly 6% for the next 

three years. 

 

 

 

Country Segment Part of the EU? Currency Base rate

Albania South Eastern Europe No Albanian lek 0.50%

Bulgaria South Eastern Europe Yes Bulgarian lev 0.00%

Kosovo South Eastern Europe No Euro 0.00%

North Macedonia South Eastern Europe No Macedonian denar 1.50%

Romania South Eastern Europe Yes Romanian leu 1.50%

Serbia South Eastern Europe No Serbian dinar 1.00%

Bosnia and Herzegovina South Eastern Europe No Convertible mark 3.09%

Georgia Eastern Europe No Georgian lari 8.00%

Moldova Eastern Europe No Moldovan leu 5.50%

Ukraine Eastern Europe No Ukrainian hryvnia 6.00%

Ecuador South America No US-Dollar 8.50%

Germany Germany Yes Euro 0.00%
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Strict risk management results in above-average loan book 
quality 

A crucial part of successful banking business is excellent risk management to mitigate 

the negative outcome of credit losses. Even though ProCredit operates in countries with 

rather high NPL ratios, the company was able to keep its own NPL ratio considerably 

low. 

Local NPL comparison 

 

Source: ProCredit Holding; Warburg Research

Even in countries with generally high NPL ratios, such as Bulgaria, Moldova or Ukraine, 

ProCredit manages to keep its NPL ratios comparably low and just slightly above group 

level. The uniformity across the countries of operation indicates that this is not a 

coincidence but rather the result of strict risk management and lending processes. The 

deciding factors include: 

 As a financial institute with a strong corporate image striving to have a positive impact 

on the customer, its own employees and the environment, ProCredit sets strong 

guidelines with regards to customer selection and loan approval. 

 First gatekeeper to protect the company from bad risks is strict exclusion criteria with 

regards to questionable business practices. The company’s code of conduct includes a 

comprehensive list of activities which rule out a business relationship.  

 The transformation to an online bank and thereby the radical reduction of physical cash 

transactions are another natural barrier for businesses involved in money laundering. 

As of December 2019, only 0.1% of all transactions were cash transactions. 

 All banks follow uniform risk policies provided by the German holding company which 

include minimum criteria regarding controlling, monitoring and reporting of risks. Those 

policies are updated regularly. 

 ProCredit invests heavily in staff training, also to ensure compliance with the group’s 

standards. Furthermore, employees are incentivised to establish long-term business 

relationships with customers and not to sell short-term loans. 

 The presumably most important aspect in terms of risk assessment is probably 

ProCredit’s long history in its countries of operation. Despite economic crises, political 

unrest or other impediments, ProCredit maintained its presence and status as a reliable 

independent financial institution in its markets. Together with the employment of local 

experts, the company has a valuable pool of experience at its disposal which helps 

when it comes to making an accurate assessment of the respective situation. 

Historical NPL ratio underlines portfolio quality 

Also in a historical context, ProCredit has an outstanding track-record of keeping its NPL 

ratio under control. 

  

 

 

 

 

 

Non-performing loan 

ratio per country as of 

2019 Albania Bosnia Bulgaria

North 

Mazedonia Moldova Romania Serbia Ukraine

Country average 8.4% 7.7% 9.8% 4.8% 8.5% 4.1% 4.0% 50.0% 

PCZ 6.3% 3.0% 2.7% 2.2% 4.1% 2.4% 1.7% 3.9% 
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Portfolio volume and NPL development 

 

Source: ProCredit Holding; Warburg Research

Resulting from the strategy change, the portfolio volume showed a slightly negative trend 

from 2014 until 2016, before recovering and finishing in 2019 11% higher than in 2014. 

However, in the same time-span, the non-performing loan ratio dropped from 4.7% to 

2.5%. This represents a decline of 2.2pp or -47%. However, the total portfolio increased, 

indicating a significant improvement of the credit quality in the loan portfolio. However, as 

already outlined the credit quality improvement was the result of a strategy shift towards 

larger loan sizes, which was accompanied by lower risk costs but also lower returns. 

 

NIM and write-off development 

 

Source: ProCredit Holding; Warburg Research

The chart above demonstrates the parallel movement of the net interest margin (left axis) 

and the actual write-offs (right axis). The write-offs represent the actual losses in the 

credit business and should therefore strongly correlate with the NPL ratio and are 

therefore a good indicator of loan portfolio quality.  

 

Collateral and risk provisioning provide good protection 

Whilst the credit quality is already good, ProCredit also conducts prudent risk 

provisioning with an NPL coverage ratio of 98.5% (as of 9M 2020), meaning that nearly 

the full amount of credit-impaired loans is covered by loan loss allowances. This is 

without taking into consideration the excellent collateral situation. The collateral held in 

FY19 amounted to EUR 3.7bn, which reflected 77% of the total customer portfolio. The 

collateral held is also highly valuable with 66.4% allocated to mortgages, 11.9% to 
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financial guarantees and 21.7% to others. The financial guarantees are mostly provided 

by EIF in the context of the InnovFin programme. While part of these financial 

guarantees is that EIF covers 50% of the credit losses in case of a default, more 

important for ProCredit is the reduction of risk-weighted assets in terms of regulatory 

capital requirements, also by 50%. 

 

No excessive sector exposure 

As described above, ProCredit improved its risk exposure significantly over the last 

years. With the change in focus to SMEs and the Eastern and South Eastern European 

region, the risks in the portfolio and therefore the loss allowances decreased

substantially over time. Today, the credit portfolio broadly consists of solid and innovative 

businesses which should also provide a higher degree of formalisation, higher 

transparency and therefore a generally greater robustness. 

 

Sector composition as of June 2020 

 

Source: ProCredit Holding; Warburg Research

With regards to industry exposure, Procredit has a highly diversified customer base in 

economic sectors that are suitable for modernisation and efficiency investments. 

Business loans make up 93.6% of the total customer loan portfolio. The remainder of 

6.4% is allocated to private loans, of which 86.7% are mortgages. Of the business loans, 

the largest customer group is the wholesale and retail trade in terms of the size of the 

loan portfolio with a share of 26%. This is followed by production (23%) and agriculture, 

forestry and fishing (20%). Transportation and storage (5%) and tourism (4%), which are 

quite vulnerable to the impact of COVID-19, account for only a small share of the total 

portfolio. 

 

Influence of COVID-19 

The outbreak of COVID-19 had severe impacts in ProCredit’s countries of operation and 

therefore on ProCredit. Pandemic-containment measures in South-Eastern and Eastern 

Europe were quite similar to Central Europe and include: 

 Strict behavioural limitations, including curfews and contact restrictions 

 Prohibition of large events, closures of schools and some businesses, mainly hotels 

and restaurants 

 Broad economic stimulus packages were resolved. Often this included financial aid for 

companies via direct payments or payment of employee salaries. 

 As part of these packages, credit moratoria were introduced in most countries. 

 In countries where Euro is not the official currency, interest rate cuts were carried out 

by the central banks. 

Wholesale and retail 
trade
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The P&L of ProCredit is mainly affected by increased loss allowances on the loan 

portfolio. However, with regard to sector exposure, the worst affected sectors like 

tourism, or transportation and storage make up only 4% and 5% respectively. On the 

other hand, the company has a strong footprint in rather resilient areas like agriculture, 

forestry and fishing which are responsible for 20% of the loan book and should show

only minor COVID-19 effects. 

Risk cost and coverage development in past quarters 

 

Source: ProCredit Holding; Warburg Research

 

While loss allowances were considerably lower during 2019 and in sum even negative 

due to strong recoveries, a sharp increase was noted throughout the first three quarters 

of 2020. However, in the same time period, the NPL ratio improved from 2.5% from the

end of 2019 to 2.3% per 9M 2020. The risk coverage ratio therefore improved from 

89.1% to 98.5% which indicates that ProCredit indeed built up loss allowances but 

broadly on the basis of provisions rather than actual loan losses.  

As a result of the economic impact of the pandemic, ProCredit altered its macro-

economic forecast and the expected loss model. Under IFRS 9, this led to increased 

loan loss provisioning as follows: 

 The expected loss amongst the healthy loans with no sign of credit deterioration 

increased in the course of 2020 by 12 bps to 0.83%. 

 In stage 2, in which loans are between 30 and 90 days overdue or show other signs of 

increased probability of default, the expected loss was upped by 46 bps to 5.1%. 

 Stage transfers, particularly to stage 2, took place as a result of a permanent credit 

quality review in order to identify potential at an early point in time. Compared to the

end of 2019, the loan volume in stage 2 increased by EUR 182.3m or 112%.  

 Loans in stage 3, which includes defaulted loans, increased by EUR 2.5m. 

Overall, this resulted in net loan loss provisioning expenses of EUR 21.1m or 56 bps of 

the total loan portfolio per 9M 20. Earlier in 2020, the company guided for 75 bps of risk 

costs for the full year. Even though Q4 should be characterised by further macro-

economic reviews and stage transfers, we regard 75 bps as slightly too high and assume 

net risk costs of EUR 34.8m for 2020, which reflects 67 bps of the expected loan 

portfolio. 

 

Increased number of moratoria not necessarily a sign of worsening credit 

quality 

As nearly all countries introduced credit moratoria for companies during the crisis, 

ProCredit was heavily affected by this as well. Shortly after the outbreak of the crisis in 

April and May, the number of countries allowing companies to apply for moratoria and 
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also the number of companies using these measures reached a peak. The peak of loans 

with active moratoria agreements was 38% of the portfolio in May 2020. However, it has 

to be considered that in Serbia, all loans were automatically put under moratoria unless 

the customer actively refused. Therefore, the proportion of loans under moratoria was 

presumably biased upwards. Until end of June, the amount decreased to 17.2%. In the 

course of the year, loans with active moratorium agreements decreased further to 12.6% 

or EUR 658.1m. As moratoria measures in most countries expired in late 2020, the 

current share should be roughly 5%. 

However, a loan under moratorium agreement does not necessarily imply increasing 

risks of loan losses. Throughout 2020, ProCredit performed an intense evaluation of the 

individual risk factors, such as a reassessment of the probability of default and, in the 

event of default, of the potential loss for its entire portfolio. This risk evaluation process 

resulted in some stage transfers. However, the proportion of loans in stage 2 and 3 does 

not differ significantly between loans with active moratorium, expired moratorium and the 

overall portfolio. Overall, it appears that the good portfolio quality of ProCredit results in a 

resumption of the general payment schedule for most companies which filed for a 

moratorium after its expiry. 

 

Operational efficiency set to increase over the next years 

Looking at the operational cost side of ProCredit, personnel expenses and administrative 

expenses must be taken into account.  

Total personnel expenses amounted to EUR 80.2m in 2019, of which only EUR 717k 

were attributable to the management board. From 2015 to 2019, personnel expenses 

were reduced at a CAGR of -5%. This was in line with the personnel reduction in the 

course of the restructuring measures. The number of employees was reduced from 

4,659 in 2015 to 3,024 in 2019. Simultaneously, the loan portfolio per employee 

increased from EUR 881k to EUR 1.49m. Given the larger loan sizes, we assume that 

this number could increase to roughly EUR 2m per employee. Until this point, the 

development of personnel costs should be significantly slower than the loan portfolio. 

Administrative expenses showed similar development to personnel costs. Not only was 

staff reduced in the past years but the number of branches was also cut back 

significantly. From 329 branches in 2015, only 81 were remaining at the end of 2019. 

During this time, administrative expenses decreased at a CAGR of -4.1%. However, 

while reducing the number of branches helped to decrease the costs, extraordinary costs 

in relation to the restructuring measures had an opposite effect. Especially the 

depreciation on tangibles (mainly offices and equipment) and intangibles (goodwill of 

discontinued business) resulted in higher costs, roughly EUR 10m in 2019 alone. Due to 

the highly digital B2C approach and the strategy of operating only a minimum number of 

branches, we assume that any increase in this cost position should also be

proportionately slower than the customer portfolio. 
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Development Cost-Income-Ratio 2015-2023e 

 

Source: ProCredit Holding; Warburg Research

As shown in the chart above, the cost-income ratio was at levels of around 70% over the 

last years, even though the company was aiming for a CIR of below 60% for quite a long 

time. However, it looks like the negative effects on the interest margin and the additional 

restructuring costs might have been underestimated which would explain the rather flat 

development of the CIR. Nonetheless, the groundwork for sustainably lower CIR levels 

was done during the restructuring process. With the last tranche of restructuring costs 

booked in 2019, operational efficiency is set to increase over the next years. Therefore 

we assume a decreasing cost-income ratio in the detailed planning period. For 2021e, 

we assume the CIR will decrease to 66%, followed by 63.7% in 22e and 61.3% in 23e. 

The mid-term target of a CIR below 60% should thus be achieved from 2024 onwards. 

Proportionately greater net income growth  

The development of profitability in banking businesses is a function of top-line growth, 

risk costs within assumptions, and operational efficiency. As described above, net 

interest income growth is expected to be in line with the portfolio volume which is 

assumed to be at low double-digit rates. Whilst the risk profile changed significantly over 

the past years and risk costs in 2020 were biased upwards, we assume that risk costs 

should normalise at a lower level over the next years. Together with the strict digital 

banking orientation and therefore increased operational efficiency over the next years, 

profitability should increase significantly. 
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Profitability to pick up in South-East Europe and South America 

Segment development 

 

Source: ProCredit Holding; Warburg Research

South Eastern Europe constitutes the largest segment with 70.9% of the loan portfolio 

currently located in this region. However, compared with the second-largest segment 

Eastern Europe, CIR is higher and thus RoE in this segment significantly lower. This is 

mainly because South Eastern Europe includes Albania and Romania, which contributed 

negatively in the past. Both were strongly focused on micro-credit in the past and 

therefore heavily affected by the restructuring. Albania was also hit by a severe 

earthquake in 2020, driving the loss ratio up. Nonetheless, both countries should benefit 

from high economies of scale with growing SME portfolios. The same goes for South 

America, which offers excellent growth opportunities and should become profitable with 

further portfolio growth. 

 
 
 
  

South 

Eastern 

Europe

Eastern 

Europe

South 

America TOTAL

As of 30 June 2020

Customer loan portfolio 3,582 1,094 322 5,052 

Net interest margin* 2.4% 4.2% 5.1% 3.0% 

Share of credit-impaired loans 2.4% 2.8% 2.9% 2.5% 

CIR* 68.3% 42.3% 92.2% 66.5% 

ROE* 5.1% 11.7% (3.4%) 5.5% 

As of 31 December 2019

Customer loan portfolio 3,362 1,090 289 4,797 

Net interest margin 2.5% 4.6% 5.3% 3.1% 

Share of credit-impaired loans 2.3% 3.3% 2.3% 2.5% 

CIR 72.0% 42.3% 102.5% 70.5% 

ROE 7.7% 17.5% (2.5%) 6.9% 

As of 31 December 2018

Customer loan portfolio 3,059 987 271 4,392 

Net interest margin 2.9% 4.6% 5.0% 3.3% 

Share of credit-impaired loans 3.1% 3.3% 2.5% 3.1% 

CIR 67.2% 44.2% 106.3% 69.7% 

ROE 8.8% 20.0% 0.9% 7.6% 
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Analysis of Return on Capital 

 Typical bank balance sheet which easily fulfils regulatory requirements 

 Return on Equity negatively influenced by COVID-19 in 2020 but expected to recover 

quickly to levels well above the assumed cost of equity of 10.08% 

 ProCredit targets a dividend payout ratio of 33% which was interrupted in 2020 on the 

request of BaFin for the whole banking sector 

 

  

Bank-typical balance sheet 

ProCredit’s business activities can be described as plain vanilla banking business, 

resulting in a very typical balance sheet. The capital tied up in fixed assets is mainly 

attributable to property and buildings (EUR 93.7m), which makes up only 1.4% of the

balance sheet. Business equipment adds another EUR 25.6m. The majority of assets is 

attributable to loans and advances to customers (70%) and cash (21%).  

Balance sheet as of FY 19 

 

Source: ProCredit Holding; Warburg Research

As a bank, the liabilities side of the balance sheet consists mainly of the refinancing 

sources of the operational business. Total equity sums up to 12% (not to be confused 

with regulatory CET1-ratio). The other refinancing sources are liabilities to customers 

(65%), which consist of roughly 41% current accounts, 26% flexible savings accounts 

and 33% time deposit accounts. 

Disregarding the equity position, the company’s main refinancing source is customer 

deposits making up over 70% of the funding sources as of Q3 2020. This translates into 

a deposit-to-loan ratio of 91%. Although 67% of the customer deposits consist of flexibly 

available deposits, the remaining 33% in time deposits should be considered as rather 

stable. However, as the conversion to digital banking for B2C customers is complete and 

customers who do not wish to convert to fully digital banking should have already left, a 

growing trend in overall deposits should be expected going forward, which is well 

supported by the recent track record of deposit growth of 14% yoy as of 9M 2020. 
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Refinancing situation as of FY 2019 

 

Source: ProCredit Holding; Warburg Research

Second-largest source is liabilities to international financial institutions, stemming mainly 

from the refinancing and cooperation programmes with EIB. Among other initiatives, the 

company started to issue green bonds to commercial investors in 2019, which currently 

amounts to USD 90m. Furthermore, ProCredit issued debt securities on holding level 

and has some liabilities to other banks as well. 

Regulatory capital requirements well fulfilled  

Shortly after the re-orientation of the business model in 2008, ProCredit was granted a 

banking license in Germany. This came along with the implementation of German 

regulatory standards and the supervision by German financial services watchdog BaFin. 

However, while this step helped to increase the company’s integrity, it also required 

ProCredit to fulfil European banking standards and capital requirements on group level.  

Presumably most important and best known under BASEL III is the CET1 and T1 capital 

ratio as KPI for capitalisation, the liquidity coverage ratio to ensure liquidity of a bank and 

the leverage ratio for balance sheet quality. 

Regulatory ratio requirements  

 

Source: ProCredit Holding; Warburg Research

The T1 ratio is defined by regulatory Tier 1 capital divided by risk-weighted assets of a 

bank. Due to the high capitalisation of ProCredit, the T1 ratio of 14.1% is well above the 

required minimum rate of 6% with CET1 of EUR 742.3m (and no T1 capital) and risk-

weighted assets of EUR 5,252m. At the beginning of 2020, ProCredit’s Tier1 

requirements were at 10.4%, which was reduced to 10.1% in the course of the year, 

offering a comfortable buffer of 400 bps. As of 9M 2020, the ratio was unchanged at 

14.1% and stable development should also be expected at least in the short run. Strong 

portfolio growth should result in a decreasing T1 ratio, while decreasing risk-weighted 

assets, due to the participation in the InnovFin programme and its financial guarantees,

helps the ratio. However, as we assume rather stable top-line growth of about 10% in the 

medium term, there appears to be potential for future capital increases. With regards to 

CET1 ratios, ProCredit is in an even more comfortable situation. As the company has no 

T1 capital, CET1 ratios match T1 ratios of 14.1%. The group’s individual regulatory 

requirements are currently 8.2%. 

The liquidity coverage ratio ensures the short-term liquidity of a bank and was introduced 

to increase the robustness of the banking sector in case of short-term shocks. It is a 

function of highly liquid assets that are available in a stress scenario of 30 days. A 

minimum ratio of 100% is required by the regulator but this is well exceeded by ProCredit 

with a ratio of 198% per year-end 2019. Even though this ratio decreased to 149% per 

9M, the company still has a very comfortable liquidity situation.  

Customer deposits
74%

Liabilities to 
international financial 

institutions
16%

Liabilities to banks
3%

Debt securities
5% Others

2%

Tier 1 Capital Ratio CET1 Ratio Leverage Ratio

Regulatory requirements 10.1% 8.2% 3.0%

ProCredit 14.1% 14.1% 10.8%
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Also comfortable was the leverage ratio at 10.8% per 2019. In addition to the CET1 ratio, 

the leverage ratio takes all assets into account. However, due to the focus of ProCredit 

on its core banking business, this ratio is very well above the required 3%. In line with 

ProCredit’s comfortable capitalisation and its balance sheet quality, the company and its 

subsidiary banks have a long-term rating of BBB and a stable outlook by Fitch. 

RoE to improve significantly as restructuring bears fruit 

Return on Equity development 

 

Source: ProCredit Holding; Warburg Research

The return on equity (RoE) of ProCredit for 2019 was at a level of 6.9%. However, as 

shown above, RoE has been decreasing since 2015 in light of restructuring measures. 

We expect the trough to be reached in 2020e as high risk provisioning in the course of 

the COVID-19 pandemic significantly outweighs the first operational efficiency effects of 

restructuring. However, as described in the Financials part of this note, a sustainable 

portfolio and therefore net income growth should be expected over the next years which 

should also drive operational efficiency. This should thus result in significantly improving 

return on equity margins over the next years. Whilst the RoE should still not reach our 

assumption of cost of equity of 9.2% in the detail planning period until 2022e, we expect 

the RoE to surpass 10% in 2024e for the first time. Thereafter, ProCredit should be able 

to sustainably achieve an RoE above its cost of equity. 

Dividend policy implies a payout ratio of 33% 

ProCredit generally targets a dividend policy of 33% of the respective profit of a year. 

However, following the recommendation by BaFin for banks not to pay dividends in 

2020, the accepted dividend of EUR 0.30 per share for 2019 was accrued in 2020. 

However, going forward, the company intends to return to its dividend policy. Based on 

current share price levels of about EUR 7 per share, a dividend of EUR 0.3 would 

translate into an attractive dividend yield of about 4.3%. In 2021, ProCredit intends to 

distribute a dividend that comprises the accrued dividend of 2019 but one-third of the 

2020 profit as well. 

Limited currency risks 

As ProCredit is active in several countries with currencies other than the euro, the 

company is exposed to currency risk to a certain extent. However, at holding level, the 

currency risk is limited to the equity investments in each regional bank. This is thus 

reflected directly in ProCredit’s equity via the translation reserve. On regional level, 

ProCredit aims at funding locally, which limits the impact of FX changes. Furthermore, 

customer loans are usually given in the same currency as the customer’s revenues.

Many of ProCredit’s countries have pegged their currencies to the euro which also limits 

the currency risk. 
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 Valuation 

 The price target of EUR 14 is based on a Residual Income model 

 A ROE/PTB regression points to values of at least 10.23 per share, offering significant 

upside as well and supporting our investment case 

 Nonetheless we believe that the company should trade closer to its book value or 

even above due to its superior loan-book quality, the promising market 

positioning and its strong ESG footprint and transparency 

 

 

 

Residual Income model 

As our standard DCF valuation model is not expedient for banking businesses, we rely 

on an equity-focused valuation method instead of valuing cash-flows. Therefore we apply 

a Residual Income model to estimate earnings, equity, and excess returns. Our model is 

further complemented by a Peer Group Comparison. 

The PT of EUR 14.00 is based on a Residual Income model and the following 

assumptions: 

Net interest income growth 2019 – 2022e at a CAGR of 8.6% is a result of: 

 Sustainable credit loan portfolio growth of roughly 10% for the next years 

 Continuation of strong demand for green loans  

 An economic recovery in ProCredit’s countries of operation beginning in mid-2021 at 

the latest, once an end to the pandemic development is foreseeable 

 Stable net interest margin of roughly 2.9% as portfolio transition is finalised and interest 

environment expected to remain stable 

 

Proportionally greater net income growth 

We estimate a significant improvement of the cost-income-ratio to below 60% and 

therefore increasing profitability and RoE rates driven by the following factors: 

 With the completion of the company restructuring, the involved costs should cease from 

2020 onwards 

 The highly digital positioning requires a lower staff ratio and less investment in 

infrastructure, e.g. branches 

 Operational efficiency should increase further and loan volume per employee is set to 

rise 

 Margins should climb on the back of an expected improvement in profitability in 

Ecuador, Romania and Bosnia and Herzegovina as break-even in those countries will 

be achieved with larger loan portfolios 

 Albania will improve in profitability. A large earthquake in 2019 led to higher one-off 

costs 

 Slightly lower risk costs from 2021 onwards should be the result of a brightening 

outlook for the broad economy 

 The long-term net income growth rate of 1% is approximated in the transitional period 

between 2023 and 2032 
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Residual income model 

 

Source: ProCredit Holding; Warburg Research 

 

 

 Strong net income growth especially in 2021 is the result of a particularly weak 2020 in 

light of COVID-19 

 The relatively high beta of 1.56 reflects the exposure to countries with higher credit 

risks but also the excellent credit quality of ProCredit in these locations 

 Furthermore, the outstanding degree of transparency and ESG effort is acknowledged 

 Assuming a market return of 7% and a risk-free rate of 1.5%, we derive cost of equity of 

10.08% 

 In line with our assumptions of improving RoE rates, ProCredit should be able to earn 

its costs of capital from 2023 onwards 

Result: The Residual Income model leads to a fair value of EUR 14.01 per share 

which is the basis for our PT. 

 

Peer group comparison and regression model 

For a peer group comparison, several local, European and international banks can be 

used. The following group appears most appropriate to us: 

Erste Group Bank AG: Erste Group Bank AG engages in the provision of banking and 

financial services. In 1997, it went public with the strategy of expanding its retail business 

into the markets of Central and Eastern Europe. Since then, through a series of 

acquisitions and organic growth, it has become one of the largest financial services 

providers in the eastern part of the EU in terms of clients and total assets. 

Raiffeisen Bank International AG: Raiffeisen Bank International considers Austria and 

Central and Eastern Europe (CEE) as its home market. In Austria, it is a leading 

corporate and investment bank for the country's top 1,000 companies. In CEE, the 

Group's network covers a large part of the region. 16.8 million clients are served in more 

TV

Figures in EUR m 2020e 2021e 2022e 2023e 2024e 2025e 2026e 2027e 2028e 2029e 2030e 2031e 2032e 2030e

Equity beginning of period 793 829 871 928 1002 1089 1187 1294 1408 1500 1594 1691 1788 1887

Equity end of period 829 871 928 1002 1089 1187 1294 1408 1500 1594 1691 1788 1887 1889

Net income 38 56 78 99 120 138 152 165 174 181 187 191 194 196

yoy 49% 38% 28% 20% 15% 11% 8% 6% 4% 3% 2% 2% 1.0%

Dividends paid 0 12 19 26 33 40 45 50 82 87 91 93 96 194

Payout ratio . 33% 33% 33% 33% 33% 33% 33% 50% 50% 50% 50% 50% 100.0%

Return on equity 4.7% 6.6% 8.6% 10.3% 11.5% 12.1% 12.3% 12.2% 12.0% 11.7% 11.4% 11.0% 10.6% 10.4%

Cost of Equity 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1%

Excess return -43 -29 -13 2 14 22 26 27 27 25 21 15 9 6

Discount factor 1.00 0.91 0.83 0.75 0.68 0.62 0.56 0.51 0.46 0.42 0.38 0.35 0.32 64

Present value -43 -26 -10 2 9 14 15 14 12 10 8 5 3 20

Share of PVs 61%

Model parameter Valuation (m)

Derivation of Cost of equity: Derivation of Beta:

Financial Strength 1.50 64

Liquidity 1.80

Cyclicality 1.60 PV terminal value 20

Market return 7.0% Transparency 1.30 Sum PVs until 2032e 13

Risk free rate 1.5% Others 1.60 Current book value 793 No. Of shares (m) 58.90

Cost of Equity 10.08% Beta 1.56 Equity value 825 Value per share 14.01

Sensitivity Value per share (EUR)

LTG

Beta CoE -0.5% 0.0% 0.5% 1.0% 1.5% 2.0% 2.5%

1.70 10.8% 13.74 13.79 13.85 13.92 13.99 14.07 14.16

1.65 10.6% 13.77 13.82 13.88 13.95 14.03 14.11 14.20

1.61 10.3% 13.79 13.85 13.91 13.98 14.06 14.15 14.25

1.56 10.1% 13.82 13.88 13.94 14.01 14.09 14.19 14.29

1.51 9.8% 13.85 13.91 13.97 14.05 14.13 14.23 14.33

1.47 9.6% 13.87 13.94 14.01 14.08 14.17 14.27 14.38

1.42 9.3% 13.90 13.97 14.04 14.12 14.21 14.31 14.43

Source: Warburg Research

Detailed forecast period Transitional period

-240% 279%
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than 2,000 business outlets in the areas of corporate, retail and investment banking. 

OTP Bank Nyrt: OTP Bank Rt. is the largest Hungarian banking institution and is active 

in Hungary as well as in numerous Central and Eastern European countries. The 

strategic goal of the OTP Group is to become the most successful universal banking 

group in Central and Eastern Europe. It reports a customer base of around 19 million. 

mBank S.A.: mBank S.A. is the fourth-largest universal bank and was the first fully 

internet-based bank in Poland. The bank provides comprehensive services within the 

scope of retail, business, corporate and retail banking and is one of the fastest growing 

financial brands in Poland. 

PKO Bank Polski S.A.: PKO Bank Polski is the largest commercial bank in Poland and 

one of the strongest financial institutions in Central and Eastern Europe in terms of 

assets, capital, profit generated, the number of clients and size of the distribution 

network. It operates the segments of Retail, Corporate and Investments, and Transfers 

Center and Other. 

ING Groep NV: ING Groep NV is a global player in the financial sector with Dutch roots. 

In terms of market capitalisation, ING is one of the largest financial groups in the world 

and one of the 10 largest in Europe. ING offers banking, insurance and asset 

management services to over 48 million customers. 

Intesa Sanpaolo S.p.A.: The Intesa Sanpaolo Group is one of the leading banking 

groups in Europe with a market capitalisation of EUR 37.2 bn. It is committed to the 

economy in the countries where it operates, particularly in Italy, where it also aims to be 

a leader in sustainability and social and cultural responsibility. The Group offers its 

services to 14.6 million customers through a network of approximately 5,360 branches. 

Nordea Bank Abp: Nordea is a leading Nordic universal bank. It has presence in 20 

countries, including the four Nordic home markets – Denmark, Finland, Norway and 

Sweden. It operates the following segments: Personal Banking, Commercial & Business 

Banking, Wholesale Banking, and Asset & Wealth Management. 

 

Peer group comparison 

 

Source: Factset; Warburg Research 

 

 

As becomes visible, ProCredit Holding is expected to show RoE rates roughly on median 

level of its peer group. Nonetheless, the stock trades significantly below median multiples 

with regards to both PER comparison but also PTB comparison. While 2020 should 

demonstrate a year with significant unusual impacts, we tend to focus on 2021 and 2022 

for peer group comparisons. On the current level, the share trades significantly below its 

peers even though the competitive quality should be regarded as excellent. 

Based on this peer group, we performed a Regression Model that derives fair PTB 

multiples based on the RoE of the shares. We use RoE for this method as this is the 

most relevant KPI for banking businesses. 

 

 

 

Company Market cap 2019 2020e 2021e 2022e 2019 2020e 2021e 2022e 2019 2020e 2021e 2022e

Erste Group Bank AG 10,808 7.5 16.5 11.7 9.3 10.7% 4.2% 5.9% 7.1% 0.80 0.78 0.75 0.71

Raiffeisen Bank International AG 5,774 5.0 8.5 7.9 6.5 9.8% 5.7% 5.9% 6.5% 0.49 0.49 0.47 0.44

OTP Bank Nyrt 3,866,735 8.2 13.1 10.7 9.2 18.9% 11.8% 12.5% 13.8% 1.55 1.52 1.37 1.26

mBank SA 8,906 8.3 25.2 19.3 13.1 6.3% 2.3% 2.8% 3.9% 0.52 0.52 0.51 0.50

PKO Bank Polski S.A. 37,413 8.7 13.4 11.9 10.1 9.7% 6.4% 6.9% 7.9% 0.84 0.83 0.80 0.77

ING Groep NV 30,437 6.3 12.6 8.9 7.4 8.9% 4.3% 6.0% 6.9% 0.57 0.56 0.54 0.52

Intesa Sanpaolo S.p.A. 37,260 8.0 12.8 9.9 8.3 8.1% 4.9% 6.4% 7.5% 0.65 0.63 0.61 0.60

Nordea Bank Abp 28,241 18.4 12.8 10.1 9.2 4.9% 6.8% 8.3% 8.9% 0.90 0.87 0.84 0.82

ProCredit Holding (Consensus) 415 7.9 10.1 8.1 6.2 6.6% 5.2% 6.3% 7.5% 0.52 0.51 0.48 0.47

ProCredit Holding (WRe) 415 7.2 11.3 7.5 6.2 6.6% 4.5% 6.4% 8.4% 0.52 0.50 0.48 0.45

Median 8.1 13.0 10.4 9.2 9.3% 5.3% 6.2% 7.3% 0.73 0.70 0.68 0.65

PTB-comparison

ProCredit peer group

 ROE comparisonPER comparison
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Regression model based on 2021e RoE forecast 

 

Source: Factset, Warburg Research

Regression model based on 2022e RoE forecast 

 

Source: Factset, Warburg Research
 

  

 

Apparently, both regression models suggest significant upside potential for the share of 

roughly 50%. While our RoE forecast lies just slightly above consensus, consensus 

estimates also point to significant multiple expansion for ProCredit Holding. However, 

following the 2021 regression, a RoE of 9.5% would result in a fair PTB multiple of 1, 

which would be quite close to our PT derived from the Residual Income model. As this 

would also nearly correspond to our assumption of cost of equity for ProCredit, we tend 

to agree with that.  

 

2021e PTB/ROE regression 

 

Source:Factset, Warburg Research

 

 

 

2021e PTB ROE

Target PTB 

multiple Actual price Price target Potential

ProCredit Holding (WRe) 0.5 6.4% 0.7 7.1 EUR 10.23 EUR 45%

Erste Group Bank AG (Consensus) 0.8 5.9% 0.6 26.7 EUR 22.8 EUR -15%

Raiffeisen Bank International AG (Consensus) 0.5 5.9% 0.6 17.6 EUR 24.1 EUR 37%

OTP Bank Nyrt (Consensus) 1.4 12.5% 1.3 39.3 EUR 36.7 EUR -6%

mBank SA (Consensus) 0.5 2.8% 0.3 46.5 EUR 31.8 EUR -32%

PKO Bank Polski S.A. (Consensus) 0.8 6.9% 0.7 6.6 EUR 6.2 EUR -7%

ING Groep NV (Consensus) 0.5 6.0% 0.7 7.8 EUR 9.5 EUR 22%

Intesa Sanpaolo S.p.A. (Consensus) 0.6 6.4% 0.7 1.9 EUR 2.2 EUR 14%

Nordea Bank Abp (Consensus) 0.8 8.3% 0.9 7.0 EUR 7.3 EUR 4%

ProCredit Holding (Consensus) (Consensus) 0.5 6.3% 0.7 7.1 EUR 10.0 EUR 41%

2022e PTB ROE

Target PTB 

multiple Actual price Price target Potential

ProCredit Holding (WRe) 0.4 8.4% 0.8 7.1 EUR 11.96 EUR 68%

Erste Group Bank AG (Consensus) 0.7 7.1% 0.6 26.7 EUR 23.9 EUR -10%

Raiffeisen Bank International AG (Consensus) 0.4 6.5% 0.6 17.6 EUR 23.5 EUR 34%

OTP Bank Nyrt (Consensus) 1.3 13.8% 1.2 39.3 EUR 38.1 EUR -3%

mBank SA (Consensus) 0.5 3.9% 0.4 46.5 EUR 34.1 EUR -27%

PKO Bank Polski S.A. (Consensus) 0.8 7.9% 0.7 6.6 EUR 6.1 EUR -8%

ING Groep NV (Consensus) 0.5 6.9% 0.6 7.8 EUR 9.4 EUR 20%

Intesa Sanpaolo S.p.A. (Consensus) 0.6 7.5% 0.7 1.9 EUR 2.2 EUR 13%

Nordea Bank Abp (Consensus) 0.8 8.9% 0.8 7.0 EUR 6.8 EUR -3%

ProCredit Holding (Consensus) (Consensus) 0.5 7.5% 0.7 7.1 EUR 10.1 EUR 43%

ProCredit Holding

Erste Group Bank AG

Raiffeisen Bank
International Ag
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However, as we expect the RoE to improve significantly over the next years, we stick to 

our Residual Income model and think the stock should trade closer to its book value for 

the following reasons: 

 ProCredit has already transformed to digital banking and reduced its physical presence 

significantly, which has not yet been done by large parts of the European banking 

environment 

 While the past years were characterised by comprehensive restructuring, the best of 

the company is expected to become visible over the next years. 

 The company provides an outstanding level of transparency on its business 

fundamentals 

 Given the countries of operation, ProCredit has an excellent loan-book quality which 

should even improve further with a growing share of green loans 

 Not only does the company report on ESG topics but has anchored ESG as a 

fundamental principle of its business, which makes the share an ideal target for ESG 

funds outside the renewable energy sector  
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 ESG at ProCredit 

 ProCredit has strong ESG principles under which it strives to support and develop 

local small and medium-sized enterprises, be a good employer and minimise its 

ecological footprint whilst generating attractive returns 

 The company’s sustainability goals formulated in 2018 were, to increase the share of 

green loans to 20% (which should be exceeded in 2021), become carbon neutral 

by 2023 and increase staff competence with regard to social and environmental 

issues 

 The environmental risks are classified as low or medium for 86.7% of the loan 

portfolio. For the remaining 13.3%, such risk is either not applicable or is classified 

as high 

 The company pays special attention to employee training, resulting in over 12k hours 

of training in 2019 in ProCredit’s own training institute 

 MSCI ESG rating of “AA” makes ProCredit leading in its industry, further underlined 

by a “B-” rating by ISS ESG 

 

 

 

Ethical Banking  

Since its foundation more than 30 years ago, the ProCredit Group has been a pioneer in 

development finance. In its operations, the development-oriented commercial bank 

adheres to the following key principles: 

 Transparency 

 No consumer lending 

 Minimisation of ecological footprint 

 Services are based on understanding the client’s situation and financial analysis 

Additionally in the code of conduct, the company elaborates on those principles and 

adds corporate values that make up the framework of its business ethics: 

 Personal integrity and commitment 

 High professional standards 

 Social responsibility 

 A culture of open communication 

By focusing on small and medium-sized enterprises (SME) in emerging countries, 

ProCredit strives to create jobs in those regions and, eventually, positively impact local 

economies. The objective is to deliver sustainable returns over the long term, rather than 

focus on maximising profits in the short-term. 

In order to promote transparency, the company publishes an Impact Report on an annual 

basis. The Impact Report constitutes medium-term sustainability goals and summarises 

the progress made by ProCredit in achieving its ambitions. 

 

Sustainability goals 

ProCredit conceptualised a three-pillar environmental management system (ESM) to 

monitor its direct and indirect environmental impact. The EMS is certified under the 

international best practice standards – EMAS for banks located in Germany and ISO 

14001 outside of Germany. The three pillars are as follows:  

 Internal environmental management: Objective is to systematically reduce the 

organisation’s direct environmental footprint. 

 Management of environmental and social risk in lending: Prudent risk approach to 



ProCredit Holding  
  

 

 
    
FU L L  NO T E  Publ ished 12 .02 .2021  32

     

RESEARCH

minimise possible negative impact of lending operations on the environment. 

 Green finance: Promote green investments in countries of operation. 

The structures and responsibilities under the EMS as well as the environmental 

principles are set forth in the Group Environmental Management Policy. 

In 2018, ProCredit formulated three specific goals to address its sustainability ambitions: 

 20% green loans 

 Carbon neutrality 

 Staff competence with regard to social and environmental issues 

 

Green loans 

ProCredit pioneered the issuance of bonds to finance green investments in SMEs in 

emerging markets. Since then, the share of green loans in the total loan portfolio had

risen to 16.6% in FY19. The focus is to provide financial instruments for projects that are 

innovative and relevant to local economies. The green loan portfolio is mainly allocated 

to projects in the area of renewable energies (13%), environmentally sustainable projects 

(19%) and energy efficiency (68%), leading to significant savings of CO2. 

Share of green loans and total CO2 avoided 

 

Source: ProCredit Holding; Warburg Research

Number of RE projects in green loan portfolio 

 

Source: ProCredit Holding; Warburg Research

 

In the course of its green bond operations, ProCredit can rely on successful and well-

established cooperation with the European Investment Fund (EIF) InnovFin Guarantee 
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Facility as well as the International Finance Corporation (IFC). 

The placement of green bonds takes place in accordance with the Green Bond 

Principles set by the International Capital Market Association and is guided by the 

ProCredit group’s Green Bond Framework. Sustainalytics is appointed as a third party to 

review the compliance of ProCredit’s framework with the requirements of the Green 

Bond Principles.  

As the green loans portfolio of ProCredit is growing rapidly, the company plans to make 

them available to retail investors as well.  

Carbon neutrality 

ProCredit aims to become carbon neutral in the medium term. In order to achieve this 

goal, the company takes action wherever possible. For example, ProCredit owns and 

operates PV systems that produced up to 204 MWh in 2019. As of 2019, 65% of the 

ProCredit car fleet consists of electric or hybrid cars. Wherever possible, ProCredit 

switches to carbon neutral electricity suppliers. As a result, electricity consumption was 

reduced by 5% and total CO2 emissions were reduced by 19% in 2019. 

Development of ProCredit's CO2 footprint 

 

Source: ProCredit Holding; Warburg Research

 

Staff competence 

ProCredit invests extensively in the training and development of its employees. The 

company aims to create a working environment characterised by gender diversity, flat 

hierarchies, and open communication. ProCredit considers staff development to be an 

integral part of providing superior service to clients in line with the development goals. 

Therefore, ProCredit founded the ProCredit Academy in 2006 in Fürth, Germany. The 

Procredit Academy offers four specific levels of training: 

The first level comprises a six-month Onboarding programme for new employees. In the 

integration programme, employees are made aware of ProCredit’s approach to banking 

as a development-oriented commercial bank as well as the corporate values. As of 2019, 

ProCredit Onboarding Programme graduates make up roughly 26% of total staff.   

The second level covers specialist courses and complementary workshops as well as 

English training. The courses cover general green training as well as division-specific 

courses in, e.g., internal environmental management, E&S risk assessment, green 

lending for SMEs, green lending for retail clients and environmental management. In 

2019, ProCredit employees recorded 1,788 staff-hours of training in renewable energy 

topics. 

The third level, the so-called ProCredit Banker Academy, is a one-year course and aims

to provide employees with both personal and professional training. The programme 

serves to identify promising staff members with management potential. 



ProCredit Holding  
  

 

 
    
FU L L  NO T E  Publ ished 12 .02 .2021  34

     

RESEARCH

The fourth level, the ProCredit Management Academy, spans three years. The 

curriculum continually adapts to current organisational, economic, political or social 

issues. All ProCredit managers and board members are required to attend and complete 

the Management Academy.   

In 2019, ProCredit achieved more than 456,000 total staff-hours of training. As a result, 

staff awareness of environmental and climate issues as well as professional knowledge 

in green finance and identification with the values of the company improved significantly.  

Average hours of training per employee in 2019 

 

Source: ProCredit Holding; Warburg Research

 

Gender diversity of staff as of December 2019 

 

Source: ProCredit Holding; Warburg Research

 

Addressing the United Nation’s Sustainable Development Goals (SDGs) 

As a development-oriented commercial bank with emphasis on small and medium-sized 

enterprises in South Eastern and Eastern Europe, ProCredit directly works towards 

resolving the global challenges of sustainable development and addresses many of the 

SDGs formulated by the United Nations. In particular, ProCredit highlights eight SDGs on 

which they have a significant impact: 

Gender Equality: Besides having a 50% share of female management board members, 

ProCredit promotes transparent performance management, salary structure and a long-

term career perspective. It actively fosters women in its broad-based three-year 

management academy programme. 

Affordable and Clean Energy: As stated in the Impact Report 2019, ProCredit has 

financed renewable energy projects with capacity of up to 84 MW and further promotes 

green loan products (EUR 542m EE loans) that require high standards for eligibility.  The 
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organisation itself continuously reduces its energy consumption and relies of (on) up to 

57% of electricity from renewable energy sources.  

Decent Work and Economic Growth: ProCredit is continuously developing its direct 

banking strategy which addresses the digitalisation of financial and non-financial 

services. The development-oriented bank achieves significant indirect economic impact 

by promoting SMEs in transition countries. The company meets his responsibility by 

selecting green topics on an annual basis, establishing an exclusion list and promoting 

sustainable guidelines. 

Industry, Innovation and Infrastructure: ProCredit issued the first green bond in 

Germany for SMEs in emerging countries with IFC and promotes investments in energy 

and resource efficiency, renewable energies and environmental protection. Furthermore, 

the company invests in greening its premises following the EDGE green building 

standard scheme. 

Reduced Inequalities: The company pursues international standards and best practices 

that often go beyond the requirements of local regulations. The business activities in 

South Eastern and Eastern Europe contribute to the stimulation of economic growth as 

well as reducing inequality in comparison to Western Europe. 

Responsible Consumption and Production: All institutions are certified following 

EMAS / ISO 14001 to guarantee environmental management systems. The company 

developed a group-wide strategy and exclusion list to reduce the production and use of 

plastic as well as the usage of paper that is 100% recycled. 

Climate Action: ProCredit aims to become carbon neutral in the medium term. As of 

31.12.2019, green loans accounted for 16.6% of the total loan portfolio. The company 

offers both general and specific green training for staff and publishes a company-wide 

eco newsletter on a regular basis. 

Peace, Justice and strong Institutions: There are no incidents of non-compliance with 

environmental or social/economic laws and regulations. The Exclusion List clearly forbids 

the financing of activities involving the production or trade of weapons and munition. 

Employees are trained on a regular basis with regard to anti-corruption policies and 

group-wide Code of Conduct.  

 

Certificates and credentials  

As a result of ProCredit’s long-standing commitment to ESG-topics, it has built up an 

exemplary reputation over time and has been awarded a number of certifications and 

ratings by renowned organisations: 

ISS ESG (formerly: ESG Oekom) rates the ProCredit Holding at level “B-”, which 

corresponds to “Prime Status”. The ISS ESG conducts its research by applying over 100 

sector-specific social and environmental criteria to assess the social and ecological 

performance of a company. 

MSCI ESG rates ProCredit at “AA”, which qualifies the company as leader in its industry 

in the context of managing significant ESG risks and opportunities. 

The company also gained certification under the Eco-Management and Audit Scheme 

(EMAS), which requires companies to operate an environmental management system 

and publish a report on their environmental impact that is audited by a third party on a 

regular basis. Furthermore, the local head offices in Bulgaria and North Macedonia are 

EDGE certified as their buildings are very energy efficient.  
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 Company & Products 

Company description 

ProCredit Holding AG & Co. KGaA is a group of banks headquartered in Germany 

delivering highly digitalised banking services mainly to small and medium enterprises 

(SMEs) and middle-class retail clients in East and South East Europe, Ecuador and 

Germany. The company operates 12 banks in 13 different countries.  

Group structure 

 

Source:  ProCredit Holding; Warburg Research

 

In 1980, the predecessor of ProCredit, IPC, was founded as a consulting company for 

banks and NGOs in developing countries. Believing that banks were better suited to 

financing businesses, they later switched to advising only commercial banks on small 

business lending. 

The story of ProCredit started in 1997, when several development institutions such as 

the KfW and the IFC wanted to set up a bank in Bosnia. IPC was appointed to manage 

the bank as well as to contribute equity. After the establishment of one institution in 

Bosnia, additional banks were set up in Albania and Georgia. Subsequently, the 

Internationale Micro Investitionen AG, today known as ProCredit Holding, was 

established in 1998. In the following years more development institutions joined the 

company as shareholders, all of which are still part of the company today. 

The name ProCredit emerged in 2003 and in 2004 all the banks were consolidated in the 

ProCredit Holding. Over the next years the company opened new banks and set up 

additional supportive operations in Germany. In order for the entire group to be 

supervised by the German authorities, ProCredit changed aspects of the business to 

comply with German regulations. As a result of the changes, ProCredit received a 

banking license in 2011 and has been supervised by the German banking authority 

(BaFin) and Deutsche Bundesbank since 2012. 

In a change of strategy, ProCredit decided to focus primarily on SMEs and discontinued 

its micro loan operations. This led to the exit of operations in Armenia, Middle America 

and Africa. This process lasted until 2019. Since then, ProCredit compromises a group of 

fully consolidated banks in Eastern and South Eastern Europe with minor operations in 

Ecuador and Germany. 

 

Products 

As a principal bank for SMEs, ProCredit engages in a long-term partnership and is their 

customers’ first point of contact. That means that ProCredit tailors its products to the 

needs of the customer and assists its clients accordingly by staying in communication. 
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Since the company treats its clients like business partners, it expects the same from the 

client in return. The result is that all the client’s banking is conducted with ProCredit.  

The company offers comprehensive banking services from e-banking, domestic and 

international payments to loans. ProCredit also serves its clients on certain topics such 

as trade finance, liquidity management and documentary business. 

ProCredit offers different short-term and long-term solutions in its credit portfolio. Short-

term solutions include working capital finance, overdrafts or credit lines. Loans for 

investment and financing programmes are examples of longer term arrangements. The 

company offers several loans for special purposes, such as agricultural loans. They also 

offer loan programmes in corporation with the European Investment Bank, the European 

Investment Fund and national institutes. These programmes are usually subject to 

special criteria, but often offer better conditions. That way, ProCredit increases 

innovation, competitiveness, efficiency and workplace satisfaction, while at the same 

time promoting companies that are aligned with the bank’s own goals. 

In accordance with its focus on ESG, the most noteworthy loan is the so-called green 

loan. Green loans support investments that serve an ecological purpose and are only 

granted for the purchase of energy efficient equipment, renewable energy technology or 

processes and environmentally friendly projects with a positive impact on the 

environment. These loans made up around 21% of all investment loans and 16% of total 

loans in 2019 with the volume of green loans growing continually every year.  

Without factoring in the green loan, the company still has strict loan approval criteria. 

Most importantly, ProCredit does not grant loans to support activities that are not in line 

with the company’s social, moral and environmental standards. Special emphasis is 

placed on investments that are in line with company goals. Overall, every client and loan 

goes through a comprehensive ESG assessment. 

 

Development of green loan portfolio in EURm 

 
Source: ProCredit Holding; Warburg Research

In retail banking, ProCredit offers the fully digitalised banking platform “ProCredit Direct”. 

The platform is addressed to middle class (or wealthier) clients such as the 

entrepreneurs behind the companies that are already banking with ProCredit or clients 

with a stable income. All of these customers are screened beforehand. This is not only to 

their own benefit, but also to the benefit of ProCredit, since it ensures the company’s 

funding. Other measures the company takes to ensure sustainable banking are the 

avoidance of over-indebted customers and false advertising. 

All banking services are covered in one account. The services range from deposit or 

savings accounts, overdrafting and money transfer to different types of loans.  

Similar to the B2B business, ProCredit grants loans to individuals that support asset 

building rather than expenditure. As a consequence ProCredit doesn’t grant consumer 
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loans and only allows overdrafts of smaller magnitude. In addition, the company’s B2C 

business is highly transparent and characterised by standardised fees without hidden 

costs. 

 

Segments 

ProCredit operates in segments divided by geography, namely Eastern Europe, South 

Eastern Europe, Germany and South America. While services remain the same in all 

regions, Germany plays a special role since it mainly takes a supportive and 

administrative role for the group.  

South Eastern Europe consists of seven banks in the countries Albania, Bosnia and 

Herzegovina, Kosovo, North Macedonia, Romania, Serbia and Bulgaria which also 

includes a branch in Greece. In 2019, the segment earned EUR 110.5m in net interest 

income, EUR 35.9m in net fee and commission income and EUR 38.4m in profit. 

Eastern Europe is composed of three banks in Georgia, Moldova and Ukraine making 

up EUR 66.9m of net interest income, EUR 9.7m of net fee and commission income and 

EUR 37.7m of profit in 2019. 

South America consists of one bank in Ecuador and accounts for EUR 16.8m of net 

interest income, EUR -0.5m of net fee and commission income and EUR -1.3m of profit 

in 2019. 

Germany is comprised of the bank in Germany, ProCredit Holding, Quipu and the 

Procredit Academy. Quipu is an IT-Service provider for banking software, card payment 

services and infrastructure. ProCredit Academy is responsible for general training and

specialisation of the ProCredit staff. The bank and the holding support the group in trade 

finance, treasury and by funding the other banks. In 2019, the segment generated EUR -

0.9m in net interest income, EUR 10.8m in net fee and commission income and EUR -

10.7m in profit. 

Segment KPIs for FY 2019 

Source: ProCredit Holding; Warburg Research

 

 

Management 

Executive board 

Dr Gabriel Schor, Member of the board 

Dr Gabriel Schor has been part of ProCredit’s management team since its 

establishment. He is responsible for finance, controlling, treasury and funding, group 

communications and supervision as well as investor relations. 

After obtaining his doctoral degree in Economics, he started working for IPC, the 

predecessor of ProCredit, in 1983. There he rose from consultant to the position of 

managing director, which he held for 14 years, before becoming part of the ProCredit 

management team in 2004. 

Cost-income-ratio 72% 42% 103% n/a

Earnings after taxes 38.4 37.7 -1.3 -10.7

Net interst income in 

EURm
110.5 66.9 16.8 -0.9

% of total 57% 35% 9% 0%

Credit volume in EUR m 3362.2 1090.2 288.9 56.1

% of total 70% 23% 6% 1%

Segments South East Europe East Europe South America Germany
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Sandrine Massiani, Member of the board 

As part of the board, Sandrine Massiani is in charge of risk management, legal and 

internal audit, AML, compliance and human resources. 

After earning her PhD in Accounting and Finance in 1992 and a master’s degree in 

political science in 1995, she worked her way up to regional Head of Management 

Reporting, Finance and Control at a large bank. Before joining IPC in 2003, she gained 

another master’s in Development Finance in 2002. She joined ProCredit in 2007 and 

held several different positions, before joining the board in 2017. 

 

Dr Gian Marco Felice, Member of the board 

Dr Gian Marco Felice joined the board in 2020 and is responsible for IT, business 

support, environmental management and impact reporting.  

After his doctorate in 2001, he first joined the treasury department of a large bank before 

joining ProCredit in 2002. There he held managing positions in several different 

branches and companies of the group, most notably managing director of Quipu. 

 

 

Shareholder structure 

ProCredit has been listed on the German stock exchange since 2016. Certain 

shareholders have been with the company since the beginning. These are referred to as 

core shareholders. ProCredit Staff Invest, a vehicle for current and former employees 

to hold shares of the company, and Zeitinger Invest, a company that originated from 

IPC, are part of that group. The other core shareholders are institutions that share the 

same goals as ProCredit. The institutions are: 

 KfW is one of the largest development banks in the world. Its focus is on combating 

poverty, securing peace, protecting the environment and climate, and promoting fair 

globalisation.  

 Doen Participaties BV is an investment company that invests in companies with high 

social and environmental focus. It invests in start-ups and tries to get involved in the 

companies it invests in. 

 IFC, a member of the world bank group, is the largest global development institution 

and focuses primarily on the private sector in developing markets. Its self-declared goal 

is to end poverty and share prosperity. 

To maintain the mission of the group secured by the close relationship between the core 

shareholders and the company, ProCredit Holding is set up as a partnership limited by 

shares. This means that in addition to the Holding, there is a general partner with the 

sole purpose of managing the Holding. In ProCredit’s case it is the ProCredit General 

Partner AG. The core shareholders own 100% of the general partner and 55% of the 

holding. This way, even if the core shareholders’ share in the Holding decreases, their 

influence over the company is still secured. 

Apart from the core shareholder, TIAA-CREF Investment Management LLC, an 

industry leader in responsible investing, holds a larger portion of the shares. The stake

amounts to around 9%. The freefloat of 36% includes several institutional investors with 

smaller positions. 
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Shareholder Structure as of January 21 

 
Source: ProCredit Holding; Warburg Research
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Residual income model 

 
 
 
 
 
 … 
 

TV

Figures in EUR m 2020e 2021e 2022e 2023e 2024e 2025e 2026e 2027e 2028e 2029e 2030e 2031e 2032e 2030e

Equity beginning of period 793 829 871 928 1002 1089 1187 1294 1408 1500 1594 1691 1788 1887

Equity end of period 829 871 928 1002 1089 1187 1294 1408 1500 1594 1691 1788 1887 1889

Net income 38 56 78 99 120 138 152 165 174 181 187 191 194 196

yoy 49% 38% 28% 20% 15% 11% 8% 6% 4% 3% 2% 2% 1.0%

Dividends paid 0 12 19 26 33 40 45 50 82 87 91 93 96 194

Payout ratio . 33% 33% 33% 33% 33% 33% 33% 50% 50% 50% 50% 50% 100.0%

Return on equity 4.7% 6.6% 8.6% 10.3% 11.5% 12.1% 12.3% 12.2% 12.0% 11.7% 11.4% 11.0% 10.6% 10.4%

Cost of Equity 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1%

Excess return -43 -29 -13 2 14 22 26 27 27 25 21 15 9 6

Discount factor 1.00 0.91 0.83 0.75 0.68 0.62 0.56 0.51 0.46 0.42 0.38 0.35 0.32 64

Present value -43 -26 -10 2 9 14 15 14 12 10 8 5 3 20

Share of PVs 61%

Model parameter Valuation (m)

Derivation of Cost of equity: Derivation of Beta:

Financial Strength 1.50 64

Liquidity 1.80

Cyclicality 1.60 PV terminal value 20

Market return 7.0% Transparency 1.30 Sum PVs until 2032e 13

Risk free rate 1.5% Others 1.60 Current book value 793 No. Of shares (m) 58.90

Cost of Equity 10.08% Beta 1.56 Equity value 825 Value per share 14.01

Sensitivity Value per share (EUR)

LTG

Beta CoE -0.5% 0.0% 0.5% 1.0% 1.5% 2.0% 2.5%

1.70 10.8% 13.74 13.79 13.85 13.92 13.99 14.07 14.16

1.65 10.6% 13.77 13.82 13.88 13.95 14.03 14.11 14.20

1.61 10.3% 13.79 13.85 13.91 13.98 14.06 14.15 14.25

1.56 10.1% 13.82 13.88 13.94 14.01 14.09 14.19 14.29

1.51 9.8% 13.85 13.91 13.97 14.05 14.13 14.23 14.33

1.47 9.6% 13.87 13.94 14.01 14.08 14.17 14.27 14.38

1.42 9.3% 13.90 13.97 14.04 14.12 14.21 14.31 14.43

Source: Warburg Research

Detailed forecast period Transitional period

-240% 279%
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Valuation 
 

2016 2017 2018 2019 2020e 2021e 2022e 

                Operating profit per share 4.40 4.47 4.17 4.29 3.81 4.36 5.02 

Book Value / Share 12.07 12.16 12.59 13.46 14.07 14.79 15.76 

Dividend 0.38 0.27 0.30 0.00 0.21 0.32 0.44 

Dividend Payout Ratio 34.2 % 23.6 % 33.5 % 0.0 % 32.8 % 33.0 % 33.0 % 

P / E 12.9 x 11.8 x 12.4 x 9.6 x 11.0 x 7.3 x 5.4 x 

Price / Book 1.2 x 1.1 x 0.9 x 0.6 x 0.5 x 0.5 x 0.5 x 

P / NAVPS 1.2 x 1.1 x 0.9 x 0.6 x 0.5 x 0.5 x 0.5 x 
 

*Adjustments made for:   
  

 

Company Specific Items 
 

 2016 2017 2018 2019 2020e 2021e 2022e 
        

        

Loan Portfolio South-Eastern Europe 2,534.9 2,759.1 3,058.9 3,362.2 3,608.1 3,975.9 4,341.6 
Loan Portfolio Eastern Europe 708.7 823.4 986.7 1,090.2 1,228.8 1,393.0 1,564.3 
Loan Portfolio Ecuador 305.9 238.0 269.6 287.9 313.7 348.3 383.1 
Loan Portfolio Germany 78.3 88.5 76.0 56.1 78.4 87.1 95.8 
Customer loan portfolio 3,628.7 3,909.9 4,392.1 4,797.3 5,229.1 5,804.3 6,384.7 
thereof green loans 330.9 489.1 677.5 795.4 994.3 1,242.8 1,516.2 
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Consolidated profit and loss        
        In EUR m 2016 2017 2018 2019 2020e 2021e 2022e 

                Net interest income (NII) 230.8 204.7 186.2 194.5 206.5 223.5 249.0 

LLPs 18.6 4.8 -4.7 -3.3 34.8 21.3 9.9 

NII after loan loss provisions 212.2 199.8 190.9 197.9 171.7 202.1 239.1 

Commission and fee income 43.0 45.8 52.2 52.0 50.0 53.0 56.0 

Other operating income -8.3 7.5 -6.9 -14.2 -12.0 -13.0 -14.0 

Operating profit 259.3 263.4 245.4 252.6 224.2 256.6 295.6 

Personnel expenses 88.2 84.5 78.2 80.2 84.1 87.7 92.9 

Admin. Expenses 110.1 101.7 89.7 95.5 91.4 95.7 101.8 

EBT 61.1 77.2 77.5 76.9 48.7 73.2 100.9 

Total taxes 14.1 14.6 15.9 15.3 10.7 16.8 23.2 

Net income before minorities 61.0 63.1 54.5 54.3 38.0 56.4 77.7 

Minority interest 1.6 1.8 1.7 1.7 0.0 0.0 0.0 

Net income 59.4 61.3 52.8 52.6 38.0 56.4 77.7 

                Number of Shares 53.5 53.5 58.9 58.9 58.9 58.9 58.9 

EPS 1.11 1.14 0.90 0.89 0.64 0.96 1.32 

EPS adj. 1.11 1.14 0.90 0.89 0.64 0.96 1.32 
 

*Adjustments made for:   

   

Guidance: Loan portfolio growth 8-10% and lower but positive RoE compared to 2019 

 
 

Financial Ratios        
        
 2016 2017 2018 2019 2020e 2021e 2022e 

                Operating Efficiency        

Total op. Revenues per Employee 62.6 73.9 84.1 82.6 70.4 78.5 86.8 

Administrative expenses per Employee 21.6 25.4 27.0 26.5 26.7 27.0 27.3 

Operating profit per Employee 63.6 79.3 84.9 83.5 71.2 79.0 87.0 

Profitability        

CIR 71.3 % 69.4 % 69.7 % 70.5 % 67.8 % 66.0 % 63.7 % 

Compensation expense ratio 34.6 % 34.4 % 32.2 % 32.1 % 37.9 % 34.4 % 31.5 % 

Net interest margin (as % of average loan volume) 6.0 % 5.4 % 4.5 % 4.2 % 4.1 % 4.1 % 4.1 % 

Net interest margin (as % of average RWAs) 4.7 % 4.6 % 4.1 % 3.9 % 3.8 % 3.9 % 4.0 % 

Oper. profit / Oper. Revenues 101.6 % 107.2 % 100.9 % 101.1 % 101.1 % 100.6 % 100.2 % 

Oper. profit / Total assets 4.6 % 4.8 % 4.1 % 3.8 % 3.0 % 3.2 % 3.4 % 

Net income / Oper. Revenues 23.3 % 24.9 % 21.7 % 21.1 % 17.1 % 22.1 % 26.3 % 

Pre-tax profit / Total assets 1.1 % 1.4 % 1.3 % 1.1 % 0.6 % 0.9 % 1.1 % 

Momentum        

Revenue growth -4.2 % -3.7 % -1.0 % 2.8 % -11.2 % 15.1 % 15.7 % 

Operating profit growth -2.1 % 1.6 % -6.8 % 2.9 % -11.2 % 14.4 % 15.2 % 

Net profit growth -0.3 % 3.1 % -13.9 % -0.3 % -27.8 % 48.6 % 37.8 % 

CIR 
in % 

Source: Warburg Research 
 

Compensation expense ratio 
in % 

Source: Warburg Research 
 

Net interest margin 
in % of avg. RWA 

Source: Warburg Research 
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Consolidated balance sheet        
        In EUR m 2016 2017 2018 2019 2020e 2021e 2022e 

                Assets        

                Liquid assets 1,224.0 1,272.9 1,175.3 1,402.5 1,717.3 1,746.2 1,831.5 

Goodwill and other intangible assets 21.4 21.2 22.2 20.3 20.3 20.3 20.3 

Property, plant and equipment 157.3 139.2 130.2 138.4 138.4 138.4 138.4 

Other assets 4,265.0 4,066.1 4,638.6 5,136.4 5,643.3 6,200.9 6,814.3 

Total Assets 5,667.8 5,499.4 5,966.2 6,697.6 7,519.3 8,105.9 8,804.6 

                Liabilities and shareholders' equity        

                Subscribed capital 267.7 267.7 294.5 294.5 294.5 294.5 294.5 

Capital reserve 115.3 115.3 146.8 146.8 146.8 146.8 146.8 

Retained earnings 325.0 351.2 368.3 405.2 443.2 487.1 546.2 

Other equity components -62.0 -82.9 -73.7 -53.9 -55.7 -57.3 -59.0 

Shareholders' equity 646.0 651.2 735.9 792.6 828.7 871.1 928.5 

Minority interest 8.2 7.3 7.8 10.9 0.0 0.0 0.0 

Total equity 654.3 658.5 743.6 803.5 828.7 871.1 928.5 

Liabilities to banks 317.6 359.5 200.8 226.8 249.5 274.5 301.9 

Deposit liabilities 499.3 549.6 813.4 852.5 852.5 895.1 984.6 

Provisions 15.8 14.0 10.5 12.1 12.1 12.1 12.1 

Other liabilities 4,180.9 3,917.8 4,197.9 4,802.8 5,576.6 6,053.3 6,577.6 

Total liabilities 5,013.5 4,840.9 5,222.6 5,894.1 6,690.6 7,234.8 7,876.1 

Total liabilities and shareholders' equity 5,667.8 5,499.4 5,966.2 6,697.6 7,519.3 8,105.9 8,804.6 
 
 

Financial Ratios        
         2016 2017 2018 2019 2020e 2021e 2022e 

                Balance sheet structure        

Loans / Total assets 64.0 % 71.1 % 73.6 % 71.6 % 69.5 % 71.6 % 72.5 % 

Deposits / Total assets 61.3 % 64.9 % 64.1 % 64.7 % 63.4 % 64.7 % 65.5 % 

Loans / Deposits 104.4 % 109.5 % 114.8 % 110.7 % 109.7 % 110.7 % 110.7 % 

Assets quality        

Total Loans 3,628.7 3,909.9 4,392.1 4,797.3 5,229.1 5,804.3 6,384.7 

Non-performing loans 229.6 183.5 136.9 119.3 120.3 133.5 140.5 

NPLs / Loan volumes 6.3 % 4.7 % 3.1 % 2.5 % 2.3 % 2.3 % 2.2 % 

Loan loss provisions (BS) / NPL 65.6 % 70.0 % 90.8 % 89.2 % 117.4 % 121.7 % 122.7 % 

Net addition ratio 0.5 % 0.1 % -0.1 % -0.1 % 0.7 % 0.4 % 0.2 % 

Risk & capital        

Total risk weighted assets 4,602.9 4,330.3 4,699.8 5,252.0 5,567.2 5,956.9 6,552.5 

CET I Ratio 12.5 % 13.7 % 14.4 % 14.1 % 13.8 % 13.5 % 13.1 % 

Tier One Ratio 12.5 % 13.7 % 14.4 % 14.1 % 13.8 % 13.5 % 13.1 % 

Own funds ratio 12.5 % 13.7 % 14.4 % 14.1 % 13.8 % 13.5 % 13.1 % 

Profitability        

RoE before tax 9.8 % 11.9 % 11.2 % 10.1 % 6.0 % 8.6 % 11.2 % 

RoE (net) 9.6 % 9.4 % 7.6 % 6.9 % 4.7 % 6.6 % 8.6 % 

RoRWA 1.2 % 1.4 % 1.2 % 1.1 % 0.7 % 1.0 % 1.2 % 

Loan loss provisions 
in % of NPL 

Source: Warburg Research 
 

Core Tier I Capital 
in EUR m 

Source: Warburg Research 
 

Customer loan portfolio 
in EUR m 

Source: Warburg Research 
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LEGAL DISCLAIMER 

 
This research report (“investment recommendation”) was prepared by the Warburg Research GmbH, a fully owned subsidiary of the M.M.Warburg & 

CO (AG & Co.) KGaA and is passed on by the M.M.Warburg & CO (AG & Co.) KGaA. It is intended solely for the recipient and may not be passed on 

to another company without their prior consent, regardless of whether the company is part of the same corporation or not. It contains selected 

information and does not purport to be complete. The investment recommendation is based on publicly available information and data ("information") 

believed to be accurate and complete. Warburg Research GmbH neither examines the information for accuracy and completeness, nor guarantees its 

accuracy and completeness. Possible errors or incompleteness of the information do not constitute grounds for liability of M.M.Warburg & CO (AG & 

Co.) KGaA or Warburg Research GmbH for damages of any kind whatsoever, and M.M.Warburg & CO (AG & Co.) KGaA and Warburg Research 

GmbH are not liable for indirect and/or direct and/or consequential damages. In particular, neither M.M.Warburg & CO (AG & Co.) KGaA nor Warburg 

Research GmbH are liable for the statements, plans or other details contained in these investment recommendations concerning the examined 

companies, their affiliated companies, strategies, economic situations, market and competitive situations, regulatory environment, etc. Although due 

care has been taken in compiling this investment recommendation, it cannot be excluded that it is incomplete or contains errors. M.M.Warburg & CO 

(AG & Co.) KGaA and Warburg Research GmbH, their shareholders and employees are not liable for the accuracy and completeness of the 

statements, estimations and the conclusions derived from the information contained in this investment recommendation. Provided a investment 

recommendation is being transmitted in connection with an existing contractual relationship, i.e. financial advisory or similar services, the liability of 

M.M.Warburg & CO (AG & Co.) KGaA and Warburg Research GmbH shall be restricted to gross negligence and wilful misconduct. In case of failure in 

essential tasks, M.M.Warburg & CO (AG & Co.) KGaA and Warburg Research GmbH are liable for normal negligence. In any case, the liability of 

M.M.Warburg & CO (AG & Co.) KGaA and Warburg Research GmbH is limited to typical, expectable damages. This investment recommendation does 

not constitute an offer or a solicitation of an offer for the purchase or sale of any security. Partners, directors or employees of M.M.Warburg & CO (AG 

& Co.) KGaA, Warburg Research GmbH or affiliated companies may serve in a position of responsibility, i.e. on the board of directors of companies 

mentioned in the report. Opinions expressed in this investment recommendation are subject to change without notice. All rights reserved. 

 

COPYRIGHT NOTICE 

 
This work including all its parts is protected by copyright. Any use beyond the limits provided by copyright law without permission is prohibited and 

punishable. This applies, in particular, to reproductions, translations, microfilming, and storage and processing on electronic media of the entire content 

or parts thereof. 

 

DISCLOSURE ACCORDING TO §85 OF THE GERMAN SECURITIES TRADING ACT (WPHG), MAR AND MIFID II INCL. 
COMMISSION DELEGATED REGULATION (EU) 2016/958 AND (EU) 2017/565 

 
The valuation underlying the investment recommendation for the company analysed here is based on generally accepted and widely used methods of 

fundamental analysis, such as e.g. DCF Model, Free Cash Flow Value Potential, NAV, Peer Group Comparison or Sum of the Parts Model (see also 

http://www.mmwarburg.de/disclaimer/disclaimer.htm#Valuation). The result of this fundamental valuation is modified to take into consideration the 

analyst’s assessment as regards the expected development of investor sentiment and its impact on the share price. 

Independent of the applied valuation methods, there is the risk that the price target will not be met, for instance because of unforeseen changes in 

demand for the company’s products, changes in management, technology, economic development, interest rate development, operating and/or 

material costs, competitive pressure, supervisory law, exchange rate, tax rate etc. For investments in foreign markets and instruments there are further 

risks, generally based on exchange rate changes or changes in political and social conditions. 

This commentary reflects the opinion of the relevant author at the point in time of its compilation. A change in the fundamental factors underlying the 

valuation can mean that the valuation is subsequently no longer accurate. Whether, or in what time frame, an update of this commentary follows is not 

determined in advance. 

Additional internal and organisational arrangements to prevent or to deal with conflicts of interest have been implemented. Among these are the spatial 

separation of Warburg Research GmbH from M.M.Warburg & CO (AG & Co.) KGaA and the creation of areas of confidentiality. This prevents the 

exchange of information, which could form the basis of conflicts of interest for Warburg Research GmbH in terms of the analysed issuers or their 

financial instruments. 

The analysts of Warburg Research GmbH do not receive a gratuity – directly or indirectly – from the investment banking activities of M.M.Warburg & 

CO (AG & Co.) KGaA or of any company within the Warburg-Group. 

All prices of financial instruments given in this investment recommendation are the closing prices on the last stock-market trading day before the 

publication date stated, unless another point in time is explicitly stated. 

M.M.Warburg & CO (AG & Co.) KGaA and Warburg Research GmbH are subject to the supervision of the Federal Financial Supervisory Authority, 

BaFin. M.M.Warburg & CO (AG & Co.) KGaA is additionally subject to the supervision of the European Central Bank (ECB). 

  

http://www.mmwarburg.de/disclaimer/disclaimer.htm#Valuation
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SOURCES 

 All data and consensus estimates have been obtained from FactSet except where stated otherwise. 

The Warburg ESG Risk Score is based on information © 2020 MSCI ESG Research LLC. Reproduced by permission. Although Warburg Research’s 

information providers, including without limitation, MSCI ESG Research LLC and its affiliates (the “ESG Parties”), obtain information (the “Information”) 

from sources they consider reliable, none of the ESG Parties warrants or guarantees the originality, accuracy and/or completeness, of any data herein 

and expressly disclaim all express or implied warranties, including those of merchantability and fitness for a particular purpose. The Information may 

only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used as a basis for, or a component, of any 

financial instruments or products indices. Further, none of the Information can in and of itself be used to determine which securities to buy or sell or 

when to buy or sell them. None of the ESG Parties shall have any liability for any errors or omissions in connection with any data herein, or any liability 

for any direct, indirect, special, punitive, consequential or any other damage (including lost profits) even if notified of the possibility. 
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Additional information for clients in the United States 

1. This research report (the “Report”) is a product of Warburg Research GmbH, Germany, a fully owned subsidiary of M.M.Warburg & CO (AG & Co.) 

KGaA, Germany (in the following collectively “Warburg”). Warburg is the employer of the research analyst(s), who have prepared the Report. The 

research analyst(s) reside outside the United States and are not associated persons of any U.S. regulated broker-dealer and therefore are not subject 

to the supervision of any U.S. regulated broker-dealer. 

2. The Report is provided in the United States for distribution solely to "major U.S. institutional investors" under Rule 15a-6 of the U.S. Securities 

Exchange Act of 1934 by CIC. 

3. CIC (Crédit Industriel et Commercial) and M.M. Warburg & CO have concluded a Research Distribution Agreement that gives CIC Market Solutions 

exclusive distribution in France, the US and Canada of the Warburg Research GmbH research product. 

4. The research reports are distributed in the United States of America by CIC (“CIC”) pursuant to a SEC Rule 15a-6 agreement with CIC Market 

Solutions Inc (“CICI”), a U.S. registered broker-dealer and a related company of CIC, and are distributed solely to persons who qualify as “Major U.S. 

Institutional Investors” as defined in SEC Rule 15a-6 under the Securities Exchange Act of 1934. 

5. Any person who is not a Major U.S. Institutional Investor must not rely on this communication. The delivery of this research report to any person in 

the United States of America is not a recommendation to effect any transactions in the securities discussed herein, or an endorsement of any opinion 

expressed herein. 

 
 
 

Reference in accordance with section 85 of the German Securities Trading Act (WpHG) and Art. 20 MAR regarding possible 
conflicts of interest with companies analysed: 

 

-1- 
Warburg Research, or an affiliated company, or an employee of one of these companies responsible for the compilation of the research, hold 

a share of more than 5% of the equity capital of the analysed company. 

-2- 

Warburg Research, or an affiliated company, within the last twelve months participated in the management of a consortium for an issue in 

the course of a public offering of such financial instruments, which are, or the issuer of which is, the subject of the investment 

recommendation.  

-3- 
Companies affiliated with Warburg Research manage financial instruments, which are, or the issuers of which are, subject of the 

investment recommendation, in a market based on the provision of buy or sell contracts. 

-4- 

MMWB, Warburg Research, or an affiliated company, reached an agreement with the issuer to provide investment banking and/or 

investment services and the relevant agreement was in force in the last 12 months or there arose for this period, based on the relevant 

agreement, the obligation to provide or to receive a service or compensation - provided that this disclosure does not result in the disclosure of 

confidential business information. 

-5- 
The company compiling the analysis or an affiliated company had reached an agreement on the compilation of the investment 

recommendation with the analysed company. 

-6a- 
Warburg Research, or an affiliated company, holds a net long position of more than 0.5% of the total issued share capital of the analysed 

company. 

-6b- 
Warburg Research, or an affiliated company, holds a net short position of more than 0.5% of the total issued share capital of the analysed 

company. 

-6c- The issuer holds shares of more than 5% of the total issued capital of Warburg Research or an affiliated company.  

-7- 
The company preparing the analysis as well as its affiliated companies and employees have other important interests in relation to the 

analysed company, such as, for example, the exercising of mandates at analysed companies. 

  

 
This report has been made accessible to the company analysed. 
 

Company Disclosure Link to the historical price targets and rating changes (last 12 months) 

   
ProCredit Holding 3, 5 http://www.mmwarburg.com/disclaimer/disclaimer_en/DE0006223407.htm 
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INVESTMENT RECOMMENDATION 

 
Investment recommendation: expected direction of the share price development of the financial instrument up to the given price target in the opinion of 

the analyst who covers this financial instrument. 

-B- Buy: The price of the analysed financial instrument is expected to rise over the next 12 months. 

-H- Hold: 
The price of the analysed financial instrument is expected to remain mostly flat over the next 12 

months. 

-S- Sell: The price of the analysed financial instrument is expected to fall over the next 12 months. 

“-“ Rating suspended: The available information currently does not permit an evaluation of the company. 

 

WARBURG RESEARCH GMBH – ANALYSED RESEARCH UNIVERSE BY RATING 

 
Rating Number of stocks % of Universe

Buy 131 64

Hold 61 30

Sell 8 4

Rating suspended 6 3

Total 206 100

 

WARBURG RESEARCH GMBH – ANALYSED RESEARCH UNIVERSE BY RATING … 

 
… taking into account only those companies which were provided with major investment services in the last twelve months. 

Rating Number of stocks % of Universe

Buy 37 80

Hold 6 13

Sell 0 0

Rating suspended 3 7

Total 46 100

 

PRICE AND RATING HISTORY PROCREDIT HOLDING AS OF 12.02.2021 

 

 

Markings in the chart show rating changes by Warburg Research 

GmbH in the last 12 months. Every marking details the date and 

closing price on the day of the rating change. 
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