
Prosus is a stock that has been suggested to me by a few people and I believed that the value
is actually on its balance sheet through its ownership of other companies. I 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/
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021fullresultsbooklet.pdf?10000
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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 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.

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



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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They expect their ecommerce segment to grow by 22% a year

Prosus sold part of its shares of Tencent last year and now owns about 28% of the company



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,

The company is still making acquisitions



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.



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

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



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



Let’s look at the latest earnings of Prosus (HY22 ending in September 2021)
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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.



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



It is because of accounting.

Only the initial investments are counted on the assets

Here’s how much are the real assets of Prosus
https://www.prosus.com/news/net-asset-value/

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


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

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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Another way we could calcualte the intrinsic value is through discounted earnings.



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.



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

The expected returns on Prosus is good.

I 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 NAV, it is still a buy.



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


