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FBN Holdings
Price rally not backed by fundamentals. SELL

Stock Rating: SELL

Price Target: N7.80

Price (20-Oct-2021): N12.20
Potential Upside / Downside: -36.1%
Tickers: FBNH NL / FBNH.LG

FBN Holdings (FBNH) shares are up 56.7% over the last month. Yet, there is remarkably little commentary
in the press as to what is going on.

At the same time, Airtel Africa (AIRTELAFRI) has announced that its subsidiary Airtel Networks Limited

(Airtel Nigeria) is tendering to buy out minority shareholders. FBNH's 2020 Annual Report records a stake
in Airtel Nigeria.

There appears to be ascramble to buy shares: perhaps as a prelude to influence the bank's board; perhaps as
atacticto participate in Airtel Nigeria's value. We regard the recent share price gain as a windfall rather than
achange in the stock's fundamental value. Accordingly, we maintain our target price of N7.80/s and change
our recommendation from HOLD to SELL.

Fig 1: NGX All-Share Index and FBNH
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The price of FBNH has risen by 56.7% over the past month (up until Monday 18 October's close of N11.75/s),
making it by far the best performing stock over this period. Trading volumes in the stock have also been
extraordinarily high. So what is driving interest in it?

Fig 2: FBNH Trading Volumes (million of shares)
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The situation is unusual in that there is very little press comment. We have found no articles about stake-
building or any moves to influence the holding company's strategy. Instead, we have found commentary
about investors recognising the fundamental value of First Bank of Nigeria's (FBN) banking franchise. This
does not seem to be an adequate explanation for what is going on since the fundamentals are frequently
assessed in published research reports.
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What is happening is extraordinary. There has been, clearly, some sort of competition to amass shares, as
evidenced by an off-market cross-trade on 7 October for 473m shares (1.3% of shares outstanding) at a price
of N16.00, a 60.0% premium over the day's closing price.

One possible motive could come from a public offer, announced on 4 October, from Airtel Africa plc to buy
out minority shareholdings in Airtel Nigeria.

Airtel Africa's press release reads: "Airtel Africa, a leading provider of telecommunications and mobile money
services, with a presence in 14 countries across Africa, today announces that its subsidiary Airtel Networks
Limited (‘Airtel Nigeria’), a leading provider of telecommunications services in Nigeria, has initiated a process
under which it seeks to buy back the 8.27% minority shareholdings at an offer price of N55.81 per share.
Assuming all minority shareholders decide to tender their shares, the total consideration is estimated to be
N66.21 billion (c.US$148.1 million using an exchange rate of 413.38 N/US$). This represents an open offer to
all shareholders. A further announcement will be made in due course."

FBNH's 2020 Annual Report (Note 3.6) states: "The Group holds a number of investments in unquoted
securities with a market value of N227billion (2019: N193.37 billion) of which investments in Airtel Nigeria
Limited and Africa Finance Corporation (AFC) are the significant holdings."

The Annual Report also explains (Note 3.6.1) that a value of N88.29 billion is assigned to Airtel Nigeria, using
asingle valuation technique (an EV/EBITDA multiple, with a sensitivity of +/- 2.5% on either side of Fair
Value).

These figures compare with a market capitalisation of FBNH of N269.21bn a month ago (close of business on
17 September) and a market capitalisation of N421.77bn now (close of business on Monday 18 October).
Note that it is not clear what percentage of Airtel Nigeria is held by FBNH or, indeed, whether the stake noted
in the 2020 Annual Report is held in its entirety today. Much remains uncertain.

Earlier this year, the press carried reports of a struggle for management control of FBN between various
shareholders and the Central Bank of Nigeria, with the CEO, who had earlier been dismissed, being
reappointed. It is reasonable to think, therefore, that struggle for influence may not be over and that the
possibility of a one-off gain in Airtel Nigeria shares might provide an added incentive.

Our fundamental recommendation for FBNH shares, based on our study 'Nigerian Banks, Resilience Built In'
(25 June), is aHOLD, based on the price prior to the recent rally. However, given the extraordinary nature of
recent events, we assess the current price as a windfall and now recommend that investors SELL.

Analyst (s):
Ope Ani, Senior Analyst
oani@coronationam.com

Guy Czartoryski, Head of Research
gczartoryski@coronationam.com
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Disclaimer & Disclosures

The analyst(s) and/or Head of Research has (have) produced this report independently of the company or
companies, and independently of the issuer of security or securities, covered in this report, and (has) have done so
using publicly-available information. Information used in the preparation of this report is believed to be accurate
at the time of going to press, though not verified independently. No liability is accepted for errors nor omissions of
fact, nor is any warranty given for the reasonableness, accuracy or completeness of the information presented.
Market information may have been gathered from different sources, including official and government sources,
and processed in arriving at the opinion(s) expressed in this report.

This report is intended as background information for clients of Coronation Asset Management Ltd, and clients of
its subsidiaries and affiliates, and is not to be read as a solicitation, approval or advice to buy or sell securities.

Neither Coronation Asset Management Ltd, its directors, employees and contractors, nor its subsidiaries and
affiliates, nor the directors, employees and contractors of its subsidiaries and affiliates, accept(s) responsibility for
losses or opportunity costs, whether direct or consequential, that may be incurred as a result of trading, or not
trading, in securities covered in this report, or other securities, as a result of any decision taken after reading this
report. Clients of Coronation Asset Management Ltd, and of its subsidiaries and affiliates, who read this report,
should not rely on it for the purposes of making investment decisions and should make their own evaluation of:
the potential performance of securities; the risks involved in buying or selling securities; the volatility and liquidity
of securities; and of other factors such as interest rates, exchange rates, exchange rate liquidity, trading costs,
settlement and custody. Clients of Coronation Asset Management Ltd, and of its subsidiaries and affiliates, who
read this report, should assess their own investment objectives and financial capacities when taking investment
decisions and should consult a relevant financial adviser in these respects.

This report is intended for the clients of Coronation Asset Management Ltd, and of its subsidiaries and affiliates.
Copying and reproduction of this report, and onward forwarding, is only allowed with the specific permission of
Coronation Asset Management Ltd, its subsidiaries and affiliates. Receipt of this report does not qualify you as a
client of Coronation Asset Management Ltd, its subsidiaries and affiliates. If you are in unauthorised receipt of
this report you are requested to notify Coronation Asset Management Ltd, or one of its subsidiaries or affiliates,
and to return or delete the report.

This report is intended for corporate and institutional clients of Coronation Asset Management Ltd, and of its
subsidiaries and affiliates, where those clients are regulated and professional investment customers and market
counterparties. This report is not intended for individual investors.

This report is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where
such distribution or use would be contrary to law or regulations.

Coronation Research is a department within Coronation Asset Management Ltd which supplies research services
to Coronation Asset Management Ltd, and is ring-fenced with regard to the activities of Coronation Asset
Management Ltd. The Head of Research, contractors and employees of Coronation Research do not receive any
non-publicinformation regarding the investments or investment objectives of Coronation Asset Management Ltd
and do not take part in its internal meetings.

Coronation Asset Management Ltd and its subsidiaries are incorporated under the laws of the Federal
Government of Nigeria and are licensed by the Central Bank of Nigeria and by the Securities and Exchange
Commission of Nigeria.

Your attention is brought to the fact that the analyst(s), and/or Head of Research, mentioned at the beginning of
this report is (are) employed by Coronation Asset Management Ltd in the Federal Republic of Nigeria, and while
subject to the laws of the Federal Republic of Nigeria is (are) not subject, as author(s) of this report, to the laws of
other countries, notably the United States of America ('US'), the member states of the European Union ('EU"), or
the United Kingdom ('UK', during and after its membership of the EU) as these laws may affect the production,
publication and distribution of this report.

Your attention is brought to the fact that the analyst(s), and/or Head of Research, mentioned at the
beginning of this report, is (are) not registered or qualified as research analysts with the Financial Industry
Regulatory Authority in the US, nor registered with the Financial Conduct Authority of the United Kingdom.
No liability for compliance with those laws, with respect to this report, is accepted by Coronation Asset
Management Ltd, its directors, staff and contractors, or those of its subsidiaries and affiliates.

Where this report is distributed to clients and potential clients of Coronation Asset Management Ltd, and
of its clients and affiliates, in the European Union ('EU'"), including the United Kingdom ('UK"), during and
after its membership of the EU, this report is either: a) distributed by virtue of a contract between
Coronation Asset Management Ltd, its subsidiaries and affiliates, and the client for research services, or: b)
distributed as a free sample, for a given period of time, pursuant to a future contract for the sale of research
services.
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The opinions expressed in this report concerning the company(ies) and securities covered, accurately
represent the personal views of the analyst(s) and Head of Research whose names are given at the beginning
of the report. No part of the compensation of the analyst(s) and Head of Research mentioned at the
beginning of this reportis, or will be, related to the views or recommendations(s) given in this report.

Conflicts of Interest

The compensation of the analyst(s), and/or Head of Research, mentioned at the beginning of this report is
not linked to the recommendations, forecasts, estimates or opinions expressed in this report, nor to
commissions or spreads or other gains generated in trading securities, whether covered in this report or not.

This report is produced by the Research Department of Coronation Asset Management Ltd and may be
used, after its publication, by other departments of Coronation Asset Management Ltd for advisory or
trading purposes, or otherwise for the assessment of companies and securities. However, it is the policy of
Coronation Asset Management Ltd that no department influences the opinions, estimates, forecasts or
recommendations of the Research Department, nor is privy to the contents or recommendations of the
Research Department's reports and recommendations ahead of their publication. It is also the policy of
Coronation Asset Management Ltd that members of the Research Department are not privy to knowledge
of advisory mandates, or other fiduciary relationships, engaged in by other departments. Coronation Asset
Management Ltd, its directors, contractors and staff, and its subsidiaries and affiliates and their directors,
contractors and staff, and connected parties, may have positions in the securities covered by this report, and
may have advisory and/or other fiduciary relationships with companies covered in this report. As such, this
report should not be considered free from bias.

Disclosures for companies cited in report

The table below outlines currently known conflicts of interest that may unknowingly bias or affect the
objectivity of the analyst(s) with respect to anissuer that is the subject matter of this report. Disclosure(s)
apply to Coronation Asset Management or any of its direct or indirect subsidiaries or affiliates with respect
to any issuer or the issuer's securities.

A) The analyst(s) responsible for the preparation and content of this report (as shown on the front page of
this report) holds personal positions, directly or indirectly, in securities of the company(s) to which this
report relates.

B) The analyst(s) responsible for this report as indicated on the front page is a board member, officer or
director of the Company(ies)

C) Coronation Asset Management or its affiliates have recently been the beneficial owners of 1% or more
of the securities mentioned in this report.

D) Coronation Asset Management or its affiliates have managed or co-managed a public offering of the
securities mentioned in the report in the past 12 months.

E) Coronation Asset Management or its affiliates have received compensation for investment banking
services from the issuer of these securities in the past 12 months.

F) Coronation Asset Management or its affiliates expects to receive compensation for investment banking
services from the issuer of these securities within the next three months.

G) Thecompany (s) covered in this report is a client of Coronation Asset Management or its affiliates.

H) Coronation Asset Management has other financial or other material interest in the Company

Security Name Available Disclosure
Zenith Bank

Guaranty Trust Bank

Access Bank D,E,F,G

FBNH Holdings E,F,G

United Bank for Africa

Stanbic IBTC Holdings
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Coronation Research's equity research rating system

Coronation Research's Investment ratings are a function of the research analyst's expectation of a stock's
performance relative to relevant indices or peers. The benchmark used in deciding our stock rating is the trailing
three-year average yield of the 12-month T-Bill plus one standard deviation rounded to the nearest percent.

Coronation Asset Management uses the following rating system:

The analyst considers the stock undervalued and expects the stock
Buy: to outperform the Benchmark over the next 12 months or the

stated investment horizon.

The analyst considers the stock to be fairly valued and expects the
Hold: stock to perform in line with the Benchmark over the next 12
months or the stated investment horizon.

The analyst considers the stock overvalued and expects the stock
Sell: to underperform the Benchmark over the next 12 months or the

stated investment horizon.

Where the company covered has a significant material event with
further information pending or to be announced, it may be neces-

sary to temporarily place the investment rating Under Review.
Under Review

(UR):

This does not revise the previously published rating but indicates
that the analyst is actively reviewing the investment rating or
waiting for additional information to re-evaluate the expectation
of the company's performance.

This applies when the stock is either not covered by Coronation
Research or the rating and price target has been suspended
temporarily to comply with applicable regulations and/or firm
Not Rated: policies in certain circumstances including when Coronation Asset
Management is acting in an advisory capacity in a merger or
strategic transaction involving the company or due to factors
which limits the analysts' ability to provide forecasts for the
company in question.

Price targets reflect the analyst's estimates for the company's
. earnings. The achievement of any price target may be impeded by
Price Targets: . .

general market and macroeconomic trends, and by other risks
related to the company or the market and may not occur if the

company's earnings fall short of estimates.

In cases whereissuing of research is restricted due to legal, regulatory or contractual obligations, publishing
investment ratings will be restricted. Previously published investment ratings should not be relied upon as
they may no longer reflect the analysts' current expectations of total return. While restricted, the analyst
may not always be able to keep you informed of events or provide background information relating to the
issuer.

If the investment rating on a stock has not been reviewed for a period of one year, coverage of the stock will
be discontinued by Coronation Research. Investment decisions should be based upon personal investment
objectives and should be made only after evaluating the security's expected performance and risk.
Coronation Research reserves the right to update or amend its investment ratings in any way and at any
time it determines.
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Ratings and Price Target History

Wednesday, 20 October 2021

Current price,

Target

Date Recommendation Date Recommendation Date Recommendation Naira/s aiten NEfars
Zenith 08-May-19 Buy 08-Jan-20 Buy 15-Jun-21 Buy 24.00 30.86
GT Holdco 08-May-19 Hold 08-Jan-20 Buy 15-Jun-21 Buy 27.05 36.63
Access 08-May-19 Buy 08-Jan-20 Buy 15-Jun-21 Buy 9.20 12.88
FBNH 08-May-19 Buy 08-Jan-20 Buy 15-Jun-21 Hold 7.55 7.80
UBA 08-May-19 Buy 08-Jan-20 Buy 15-Jun-21 Buy 7.60 9.95
Stanbic IBTC  08-May-19 Buy 08-Jan-20 Buy 15-Jun-21 Buy 38.80 51.72
Coronation Research Investment Rating Distribution
Buy 66.7%
Sell 0%
Hold 33.3%

Under Review

0%

By accepting this document, you agree to be bound by all the preceding provisions. The information
contained in this document is confidential and is solely for use of those persons to whom it is addressed and
may not be reproduced, further distributed to any other person or published, in whole or in part, for any
purpose without the written consent of Coronation Asset Management.

© Coronation Asset Management 2021. All rights reserved

Coronation Asset Management,

10 Amodu Ojikutu Street,

PO Box 74853, Victoria Island

Lagos, Nigeria.
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