Prosus is a stock that has been suggested to me by a few people and | believed that the value
is actually on its balance sheet through its ownership of other companies. | have never looked at
this company at all. Therefore, it is an analysis that starts from scratch.

Let’'s have a look at the parent company, Naspers first since Prosus was only created as a
spinoff in 2019.

Naspers today owns 42% of Prosus and 50% of Naspers South Africa.
https://www.naspers.com/news/net-asset-value/

Net asset value calculation for Naspers 31 March 2022

Investment Asset value at Economic Value
100% (US$'bn) interest (US$bn)
Prosus NAV! 171.0 42.0% 71.8
Other? 1.7 50.5% 0.8
Asset value 72.6
Net cash / (debt) 0.2 50.5% 0.1
Cash?® 0.2 50.5% 0.1
Debt? (0.0) 50.5% (0.0)
Net asset value ($'bn) 72.7
Net asset value (ZAR'bn) 1 061.8
Net asset value per share (ZAR) 4 880
Net total shares in issue as at 31 March 2022 (m) 217.6

https://presspage-production-content.s3.amazonaws.com/uploads/2659/naspersinterimresults2
21englishshortform.pdf?1

https://pr -pr
021fullresultsbooklet.pdf?10000
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As at As at As at

30 September 31 March T April

Restated* Restated*® Restated*

2021 2020 2021 2020

Notes US$'m US$'m US$'m US$'m

ASSETS

Assets classified as held for sale . ' 7 74 8 208
TOTAL ASSETS 70 813 45 460 53 817 36 319

EQUITY AND LIABILITIES

Liabilities classified as held for sale — 29 — 26
TOTAL EQUITY AND LIABILITIES 70 813 45 660 53 817 36 319




Dividends received from investments and equity-accounted
investments

Interest costs paid
Taxation paid

Net cash (utilised in)/generated from operating
activities

Disposals of subsidiaries, businesses, associates and
joint ventures

Other movements in investing activities

Net cash generated from/(utilised in) investing
activities

Cash flows from financing activities

Outflow from equity-settled share-based compensation
transactions

Other movements in financing activities®

Net cash (utilised in)/generated from financing activities

Net movement in cash and cash eguivalents

Cash and cash equivalents classified as held for sale

Cash and cash equivalents at the beginning of the period |

Cash and cash equivalents at the end of the period

Six months ended Year ended
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Naspers numbers look interesting but we should not focus too much on them for now since what
we really want to invest in is Prosus. Prosus owns also 49% of Naspers, so we will come back
to these numbers later.

Here’s what Naspers is according to the company

Naspers Limited (Naspers or the group) is a global consumer internet group and one of the largest
technology investors in the world. Naspers has its primary listing on the Johannesburg Stock Exchange
(JSE) in South Africa and an ADR listing on the London Stock Exchange (LSE). Through Prosus N.V. (Prosus)
the group operates and invests in countries and markets with long-term growth potential, building
leading consumer internet companies that empower people and enrich communities. Prosus has its
primary listing on Euronext Amsterdam and o secondary listing on the JSE and AZX Markets. Naspers
is the majority shareholder of Prosus based on the voting rights and control structure of the Prosus group.

Naspers ADR are no longer traded on the LSE, therefore, if we want to invest in the company,
the easiest way would be through Prosus on the Amsterdam exchange.

Prosus share exchange with Naspers shareholders
In August 2021, the group completed a voluntary share exchange offer to Naspers shareholders.

This offered Naspers shareholders the opportunity to tender their existing Naspers N ordinary shares
for newly issued Prosus ordinary shares N at an exchange ratio of 1 (one) Naspers N ordinary share for
2.27443 Prosus ordinary shares N. The share exchange offer resulted in Prosus acquiring a 45.8% fully
diluted interest in Naspers in exchange for newly issued Prosus ordinary shares N. This interest, coupled
with the 3.7% shareholding Prosus previously acquired in Naspers, as part of the share repurchase
programme that was completed in June 2021, resulted in Prosus now holding a 49.5%" fully diluted
interest which represents a 49.9%2 economic interest in Naspers.

Furthermore, newly created 1 128 507 756 B ordinary shares were issued for €56.4m (US$66.3m) to
Naspers which entitles Naspers to one vote per share, but only to one millionth of the amount of the
distribution that a holder of a Prosus ordinary share N is entitled to. Naspers cannot list or trade these
shares. These shares allowed Naspers to maintain its control as it held more than 70% of the shareholder
voting rights in Prosus. Naspers therefore continues to hold the majority of the shareholder voting rights
of Prosus.

Naspers still holds 70% of voting rights in Prosus even though they only own 42% of the
company.



Cross-holding arrangement

A distribution agreement (hereafter referred to as the cross-holding agreement) was entered into between
Naspers and Prosus, which became effective at the time of closing of the voluntary share exchange. The
cross-holding agreement takes into account Prosus’s indirect interest in itself from holding Naspers shares
and deals with how distributions between the two groups will be managed. It eliminates the need for
flows back and forth between the two groups as a result of the cross-shareholding, through a waiver by
Prosus of its entitlement to distributions, that originates from Prosus, on the Naspers shares that it holds,
and provides clarity to both Prosus and Naspers free float shareholders of their economic interest in
distributions made by Prosus.

The cross-holding agreement relates to Prosus’s 49.5% fully diluted interest in Naspers and Naspers's
57% legal ownership of Prosus ordinary shares N. The principles of the cross-holding agreement are
also incorporated in Prosus’s articles of association, and the cross-holding agreement together with

Prosus’s articles of association form the cross-holding arrangements. It does not govern and has no

bearing on the voting rights attached to the shares held by Naspers or Prosus shareholders.

The conclusion of the voluntary share exchange and the cross-holding arrangement increases the Prosus
free float economic interest in the Prosus group to 58.9%.

Let’s now look at the last report of Prosus

https://presspage-production-content.s3.amazonaws.com/uploads/2658/resultscallpresentation.
pdf?10000
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We continue to scale our Ecommerce segment into large valuable platforms

Net Asset Value of Ecommerce! ($'bn)
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Prosus sold part of its shares of Tencent last year and now owns about 28% of the company




$44bn:

of capital

allocated
over
6 years

36%

>30%

of capital returned to
IRR from Tencent proceeds

shareholders®

. $26.1bn in investments and operations?
. $12.4bn Buybacks & Dividends?

$5.5bn proforma cash?

Crystalising $14bn# in value with 8 assets going public in the last 6 years

This company reminds me of Sanborn Maps, a company that Warren Buffett invested in in
1958. The company had a large stock portfolio that the market was overlooking,

FCF reflects investment in operations, working capital and capex prosus

Incremental FCF, YoY (US$'m)?!

113

(183)

1H FY21 Tencent dividends Cash from operations Working capital’ Capex Tax 1H FY22
(excluding WC)

The company is still making acquisitions



Significant M&A during the period

prosus

Acquisitions/ Investments (US$'bn)

$2.6bn

Average from
FY18 - FY21

- .
FY18 FY19 FY20 Fy21

Diversified sources of funding, proven access to debt market
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prosu

Strong liquid financial position ($’bn)

Net cash® $3.1bn at 30 September 2021

Increased leverage at lower cost of debt

3 Year debt! profile

5.5%

uCash

®Debt
FY19 FY20

mmm Financial debt ($'bn)

Fy21 1H FY22

= Avg interest rate (%)

! Cash includes short-term cash investments, debt includes all interest-bearing debt and excludes all finance leases.

With some of these acquisitions are funded by debt.

From the balance sheet, we can say that the debt increase is not a problem and with the lower
interest rates, repaying these debts should not be an issue.



Key takeaways and thoughts for the future Q

prosus

Our businesses are operating at scale and with momentum, leading to significant and consistent NAV accretion

We have an excellent track record of allocating capital wisely and we will invest further to expand the opportunity
set of each our businesses and drive further NAV accretion across the portfolio

We remain strong believers in growth trajectory for Tencent and intend to remain investors for the long-term

We will deploy capital in a focused and disciplined manner to generate strong returns well ahead of the
market, with a commitment to driving value through the integration of ESG into our strategy

We remain committed to taking the right actions to unlock value for all our stakeholders

We know that they are not going to sell all their shares of Tencent.

# Tencent Holdings Lid Price
Tencent Holdings Ltd Dividend Yield
# Tencent Holdings Ltd Earnings Yield

0.00%

6.00%
4.50%
3.00%

1.50%

-15.00 -1.50%
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Seeking Alpha{-:' Jun 07 2022, 9:00aM EDT. Poweredty VCHARTS

Tencent pays a small dividend, which will bring cash flow to Prosus to further make investments



# Tencent Holdings Ltd Price % Change
Prosus NV Price % Change
# Naspers Ltd Price % Change

100.0%

50.00%

8.93%

Jan 20 Jul 20 Jan 21 Jul 21 Jan 22
. L
Seeking Alpha Jun 07 2022, %:094M EOT. Powered by’ CHARTS

The stock price of Prosus is correlated with that of Tencent as Tencent constitutes the largest
part of its portfolio.

However, they own more than just Tencent
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Let’s look at the latest earnings of Prosus (HY22 ending in September 2021)

https://presspage-production-content.s3.amazonaws.com/uploads/2658/prosusinterimresultsme
diarelease22november2021.pdf?10000

Group results HY2022 HY2021 YoY change
Revenues US$16.6bn US$12.7bn 29%
Trading profit US$2.9bn US$2.7bn 8%
Core headline earnings US$2.3bn US$2.3bn 2%
Ecommerce portfolio results

Revenues US$4.2bn US$2.6bn 53%
Trading loss US$372m US$214m -59%
Food

Revenues US$1.3bn US$610m 86%
Trading loss US$312m US$189m -55%
Payments & Fintech

Revenues US$359m US$252m 44%
Trading loss US$31m US$31m 0%
Classifieds

Revenues US$1.3bn US$628m 101%
Trading profit US$108m US$29m 139%
Education technology

Revenues US$120m US$51m 51%
Trading loss US$48m US$13m -133%

https://presspage-production-content.s3.amazonaws.com/uploads/2658/prosusinterimresults20

21fullresultsbooklet.pdf?10000
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Six months ended Yeor ended

30 September 31 March

2021 2020 2021

Notes Us$'m US$'m US$'m

Re\ranue from contrucls with customars 7 5 065 2 173 5 116

Cost Df pm\,,dmg ot cmd SUIE Of goods {2 uyu, (1 435)..__.. - (3 455} .
Selling, general cmd c:dmlmstrc:hon expenses . (1 354)"” (921)”-“ (2 614}-
t.)ther.g.ain.sf.(lo.ssésj_.m;t. TP .9.,. 55 L ._(2_4)..._ L ('37'}'
Operating loss (304) (207) (1 040)
j;.tére;t;ncg,rﬁe' e 3 IR, 29 R 59 B '33”
Shore Of i Ed resu|t51 et et e 4074 2 375”"” .7 095. .

foe

I terest ‘expense

Other fmc:nce (costs)jmcome - net

Lo

Impcnrment of eqmty accounted mvestments (1) (18} (30}
Dilution gcms/(losses} on equity- occomted mvestments 11 120 63 981
Gains on partial disposal of equity-accounted investments 11 12 339 19 19

Net (losses)/gains on acquisitions and disposals 9 (13) 21 309

Profit before taxation 15 888 ? 889 7 332
Tcmhm? (59, 123 6? .
Profit for the period 15 819 3017 7 399
Al-lribuwble to:

Equnty holders ofthe group T . 15 891 - 3. 01”5 - .?4.49. |

Non-controlling interests (72) 2 (50)
15 819 3017 7 399

Par shura infonnulion for lhe period (US cents)® b

Eummgs per N Ordmmy Shure 1007 135 459 .
D||Uted smings por N Ordmmy Shme e ressnsins e res e 1002 133 450 .
Hecdlme airings par . Ordmw Shuré.._ O 149 150 360
Dlluted hec:dlme earnings perNordmc:ry shure | B 144 - .14? o | 3.51 |

' Includes equity-accounted results from associates. Refer to note 11.

* Refer to note 13 for details on the prioryear tax credit.

* Current-period earnings per share information is presented per class of shareholders of the group as a result of the share
exchange offer completed in August 2021. Refer to note 3 and note é.

Most of the profits of the company come from their investments. This year, the equity accounted
results could be negative and, hence, the company will record a loss.



As at As at
30 September 31 March
2021 2020 2021

_Deferred taxation ) 25 16 23
Current assets 14 957 10 973 7 145

Assets classified as held for sale - &7 -

TOTAL ASSETS 70 836 45 200 55 728

Treasury shares”
Other reserves

Non-controlling interests
TOTAL EQUITY

TOTAL EQUITY AND LIABILITIES 70 836 45 200 55 728

You will notice that their investments are seems to be worth only $47 billion



11.

Investments in associates

The movement in the carrying value of the group’s investments in associates is detailed in the table below.

Six months ended Year ended

30 September 31 March

2021 2020 2021

US$'m US$'m Us$'m

Opening balance 40 556 22 233 22 233
ASSOCIOtescchIred ._ grossconmdemhon4223 ..................... 836 ............ 2 342
ASSOCIOTeSdISpOSGdOf ................................................................................................ (1) ....................... ( 4)(20)
Shoreofcurrem_yemChongesmoc'gndNAV ............................................. 16072861 6819
Shoreof edhity_o.c.cohm.ed reSUItS ...................................................................... 4 0872880 ...... 7114
|mpmrmem ....................................................................................................................... (1)_ ......................... (9)
Dividends received 671)  (458) (458)
Forelgncurrency tmnSImloneﬁectS ....................................................................... 211 .................. 1211 ............ 1546
Pamm dlsposcl ‘ of Ime rest . m . OSSOCI Ote1 ......................................................... (2 . 315) ....................... ( 1) ...................... (1) .
Dilfion gains/(ossesf 128 80 990

Closing balance 47 916 29 638 40 556

' At 30 September 2021, gains on partial disposal recognised in the condensed consolidated income statement relate to
the 2% disposal of Tencent Holdings Limited. The group recognised a gain on partial disposal of US$12.34bn.

2 The total dilution gains/(losses) presented in the income statement relates to the group’s diluted effective interest in
associates and the reclassification of a portion of the group’s foreign currency transiation reserves from other
comprehensive income to the income statement following the shareholding dilutions. At 31 March 2021, the dilution gains
relate primarily to the 4% dilution in the group’s interest in Delivery Hero of US$834.7m as a result of a shares issue.

It is because of accounting.

Only the initial investments are counted on the assets

Here’s how much are the real assets of Prosus

htt

J//wWww.pr .com/news/net- t-val


https://www.prosus.com/news/net-asset-value/

Net asset value calculation for Prosus - 31 March 2022

Shares held Share price Value

Investment ¢'m) (Lc?) (US$'bn)
Listed assets® 141.2
Tencent 2769 374 132.3
JD.com 132 234 3.9
Delivery Hero 68 40 3.0
Trip.com 33 23 0.8
Remitly 27 10 0.4
Skillsoft 50 6 0.3
Udemy 17 12 0.2
Similarweb 11 13 0.1
Sinch 1 [ 64 0.1
Silvergate el 151 0.01
Bakkt 2 6 0.01
Unlisted assets® 31.4
Classifieds (ex Avito)* 7.5
Food Delivery S
Payments & Fintech 4.0
Edtech 4.3
Etail® 3.6
Ventures 1.9
Other® 1.8
Asset value 172.6
Net cash / (debt) (1.7)
Pro-forma cash® 14.1
Pro-forma debt’ (15.7)
Net asset value ($'bn) 171.0
Net asset value (€'bn) 154.5
Net asset value per share (€) 108.8
Net asset value (ZAR'bn) 2 498
Net asset value per share (ZAR) 1759
Net total shares in issue as at 31 March 2022 (m) 1419.8
Asset value seamental summary (Listed + Unlisted assets) 172.6
Social & Internet Platforms 136.2
Ecommerce 36.2
Classifieds T
Food Delivery 11.4
Payments & Fintech 4.4
Edtech 4.8
Etail® 3.6
Ventures il
Ecommerce other 2.4
Other (ex Ecommerce other) 0.2

The NAV is $171 billion with Tencent 77% of the total



Prosus NAV has been declining with the decline in the price of Tencent mainly

Prosus Net Asset Value (US$'bn)

269 263

219 211
171

Mar-211 Jun-21 Sep-21 Dec-21 Mar-22

#Ecommerce mNet Asset Value

Prosus Net Asset Value (USS$'bn

Mar-21* Jun-21 Sep-21 Dec-21 Mar-22
Social & Internet

Platforms! 234 210 166 163 136
Ecommerce 38 43 49 49 35
Other - - 1 1 1
Net cash / (debt) (3) 10 3 (0) (2)
[Net Asset Value 269 263 219 212 171 |
Notes

1. Prosus disposed of 2% of Tencent in April 2021.

Let’s calculate the intrinsic value of Prosus
We could us the NAV.
At the current market cap of about $103 billion, the discount is at 40%.

https://anchorcapital.co.za/company-research/some-thoughts-on-naspers-prosus-and-tencents-r
ecent-share-price-volatility/
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Figure 4: Prosus discount to NAV
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Another way we could calcualte the intrinsic value is through discounted earnings.



# Tencent Holdings Ltd Net Income (TTM)
Tencent Holdings Ltd Free Cash Flow

10.008
0.00
2012 2014 2016 2018 2020
. (8
SEEklng A'Phﬂ Jun 0B 2022, 1:028M EDT. Powered iy Y CHARTS

We know that the net income of Tencent is $34.9 billion in the TTM.
28% of Tencent is owned by Prosus. Therefore, they are eligible to $9.8 billion in net income. If
we assume $200 million in net income for the other business (with a margin of safety), the net

income for Prosus will be $10 billion. The company has a PE ratio of about 10.

Assume annual growth of 15% in net income (34% for Tencent in the last 5 years) with a
discount rate of 18% and a terminal growth rate of 5%.

Prosus has an intrinsic value of $114 billion.



Year Net Income Disounted NI

™M $ 10.0
Year1 $ 15 $ 9.7
Year2 $ 132 $ 9.5
Year3 $ 152 § 9.3
Year4 $ 175 § 9.0
Year5 $ 201 % 8.8
Terminal Value $ 67.7
Intrinsic Value $ 114.0
Per share (EUR) $ 55.0

Which means that it is undervalued.
Let’'s have a look at the exit multiples. We will consider net income in 2026
Assume no change in shares outstanding

+20% in the bull case and -20% in the bear case

2026 Price/Earnings Ratio

2026 Net Income/share 5 10 15 20 25
Bull $ 157 $ 5784 $ 11568 $ 173.52 % 23136 $ 289.20
Base $ 9.64 $ 4820 §$ 96.40 $ 14460 $ 192.80 $ 241.00
Bear $ 771 $ 3856 $ 7712 % 11568 § 154.24 $ 192.80
Returns @ $ 48.00 -20% 101% 201% 302% 503%
CAGR -4% 15% 25% 32% 43%
Probability 10% 20% 40% 20% 10%
Expectation 23% 0% 3% 10% 6% 4%

The expected returns on Prosus is good.
| believe that Prosus is a good investment.

The main catalyst for the investment is based on the balance sheet but even through earnings,
we can see the undervaluation.

Just the Tencent holdings are worth more than the stock.

This is certainly not a Berkshire Hathaway. They had an amazing investment and then, other
investments were average. But because of this discount on the NAY, it is still a buy.



They havee several options of them to unlock value such as share buybacks or even Tencent
paying more dividends.



