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Updated Analysis - Mar 21, 2023
https://ishfaaqpeerally.teachable.com/courses/662813/lectures/14168088

After an updated analysis of Tencent, where we saw that Tencent was overvalued but with
economic recovery in China, it could still go up in the short-term.

Let’s have a look at Prosus and see if the market inefficiencies we saw earlier are still here.

When analyzing Prosus, we have to focus on Tencent and ignore the rest of the investments as
they have minimal effects on the portfolio and the stock.

https://ishfaaqpeerally.teachable.com/courses/662813/lectures/14168088


The reason why Prosus is outperforming Tencent are the share buybacks

https://presspage-production-content.s3.amazonaws.com/uploads/2658/prosus-cmd2022-drivin
goutperformance-v2.pdf?10000
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What we will need to look for is whether financial engineering at Prosus will be enough to
sustain higher stock prices, regardless of wha happens to Tencent stocks.

https://presspage-production-content.s3.amazonaws.com/uploads/2658/resultscallpresentation1
hfy23.pdf?10000
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https://nav.prosus.com/

Prosus has a NAVPS of $103 with a stock price of $65, therefore, the discount is still here.

https://nav.prosus.com/




We are still buying Tencent at a discount through Prosus, even if we give a $0 value to the other
businesses.

Valuations

We said that the intrinsic value of Tencent was around $150 billion. 28% of Tencent is $42
billion. Let’s say the intrinsic value of Prosus should be $45 billion when we add the other
investments.

That’s an intrinsic value of $35/share.

Prosus is overvalued. Even if it gives us Tencent at a discount, Tencent itself is overvalued. So
is Prosus.

Exit Multiples

Let’s use the exit multiples of Tencent



Prosus bought back 9% of shares outstanding in 9 months.

Let’s assume the company buys back 8% of shares outstanding a year.

The expected returns can be around 12%, which is pretty good.

If we take a margin of safety considering the risks in China, it looks less attractive.



Conclusion

Prosus is Tencent at a discount but it is overvalued, given that Tencent is overvalued.

In the short-term the buy backs and recovery in China can be advantageous to the stock.

I will give it a HOLD rating.

https://www.prosus.com/news/investors-shareholder-information/

Updated Analysis - Nov 11, 2023

PRX has been falling since our last analysis. We took profits. Is it time to buy again?

https://www.prosus.com/~/media/Files/P/Prosus-CORP/investors/full-year-results-2023/latest-fin
ancial-results/fy23-results-call-presentation-2007232.pdf

https://www.prosus.com/news/investors-shareholder-information/
https://www.prosus.com/~/media/Files/P/Prosus-CORP/investors/full-year-results-2023/latest-financial-results/fy23-results-call-presentation-2007232.pdf
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They are still buying back shares at a fast rate.

The operating businesses are losing money though.



Buying back shares is a good idea but selling Tencent at such low prices might not be.

The NAV is $45.1, which means that PRX is trading at a 37% discount.



PRX owns 25% of Tencent, which is 75% of its portfolio.

From our analysis of Tencent,

https://research.ishfaaqpeerally.com/courses/662813/lectures/14168088

The 25% position with a 20% MOS is worth $73B.

Let’s give a 40% MOS for all the other assets, that is, a value of $18B.

The intrinsic value of Prosus would be $91B or EUR 35/share.

https://research.ishfaaqpeerally.com/courses/662813/lectures/14168088


Owning Prosus is a proxy for owning Tencent.


