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General 

Executive Summary 

The first quarter of 2022 poses the familiar question of the past two years. How do 

Nigerian savers and investing institutions make investments that approximate to the 

rate of Naira inflation? How do they accrue value over the long term? 

We answer these questions in the context of rapidly-changing macroeconomic 

conditions worldwide. Inflation is rising across developed economies, and interest rate 

rises are on the way. Although Nigeria’s markets do not correlate with global markets, 

Federal Government of Nigeria (FGN) Eurobond yields are affected by rates elsewhere. 

This close connection means that yields have risen to attractive levels, which provide 

opportunities for US dollar-based investors, in our view. 

In Naira money markets, we forecast short-term market interest rates moving upwards 

during the year in response to likely increases in FGN Naira borrowing. Naira investors, 

therefore, are likely to find T-bill and FGN bonds rates more attractive than they have 

done during the past two years. All the same, risk-free T-bill and FGN bond rates are 

unlikely to exceed the inflation rate during 2022. Nigerian investors, by now, know that 

they have to take on a degree of risk to maximise investor returns. Risk management is 

at a premium. 

Active management of short and long-term Naira fixed-income portfolios, access to 

credit solutions, and exposure to equities all contribute to enhancing performance. 

In the section ’Equities for a Superior Return’, we make the case for a long-term holding 

of selected (in this case, the most profitable) NGX Exchange-listed companies. Our 

unique six-year study finds that holding 10 carefully-selected stocks would have 

provided a strong inflation-adjusted return over the long term. The key to it is to select 

companies with high and sustainable internal profitability and – a key differentiator – 

to reinvest dividends.  

Our investment approach is not to make binary calls, up or down, on the direction of 

equity and bond markets. Instead, we buy value when we see it, and when there is a clear 

downward direction in markets, we avoid trouble as much as possible. A combination of 

value investing and prudent portfolio management is the means to maximising 

investment returns. 
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Global markets 

Nervous global markets 

In the first month-and-a-half of the year, global markets have undergone an attack of nerves. Inflation is climbing across the developed 

world, and monetary authorities have reacted with promises to raise rates. US bond yields are climbing quickly. US equity indices have 

pulled back. These changes have immediate effects on investors’ risk appetites and affect the yields of Federal Government of Nigeria 

(FGN) Eurobonds. 

Chart 1: US  2-year government bond yield                Chart 2: US 10-year government bond yield 

Source: Bloomberg, Coronation Research 

The 10-year US government bond yield has doubled in just over a year. Even though, with a five-year perspective (see charts), the rise 

in US government bonds yields is not dramatic (more like a return to normal), it marks a significant change from rates during 2020 and 

2021. This is what is worrying markets. 

FGN Eurobonds 

It is often said that when developed markets sneeze, emerging and frontier markets catch a cold. While the yield on the US Government 

10-year bond has risen by just over 80 basis points (bps) over a little more than a year, the yield of the FGN US dollar Eurobond maturing 

in 2027 has risen by 200bps over the same period. 
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Chart 3: FG Nigeria US$ 6.50% 2027 bond yield                Chart 4: FG Nigeria US$ 7.696% 2038 bond yield 

Source: Bloomberg, Coronation Research 

The FGN’s US dollar Eurobond maturing in 2027, briefly in January, yielded over 7.00% per annum (pa), while its Eurobond maturing in 

2038 yielded over 9.0% pa. At least some investors decided that these rates were generous, even in the context of rising US government 

bond rates, and bought these FGN bonds, sending yields down again. 

US equity markets 

The most obvious casualty of rising US bond rates is the appetite for equities in the US and other developed markets. Negative corporate 

news that might have been shrugged off last year (indifferent earnings results from US banks, warning of poor subscriber growth from 

Netflix) lead to punishment now. As a result, the Nasdaq and S&P 500 indices have pulled back. 

Chart 5: S&P 500 Index                      Chart 6: NASDAQ Composite Index 

Source: Bloomberg, Coronation Research 

Recent moves in these indices may not seem like much in a medium-term context of five years. Therefore, brave investors may take the 

view that it will pay again to buy on the dips, as it has done in the past. (During 2021, the Nasdaq Composite Index closed at or fell 

beneath its 100-day moving average on five occasions, and it paid to buy on the dip each time, so long as one sold at the end of the year.) 
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However, the recent pull-back in US markets is likely to have some long-lasting effects. To begin with, it is clear that some established 

business models are proving resilient (e.g. Apple, Google, Microsoft), while others are being questioned (e.g. Facebook, Netflix). The 

strategy of simply buying and holding tech companies, which has worked well for many years, is being challenged because investors need 

to differentiate between winners and losers. Future US equity returns may not be as straightforward or as generous as they have been 

over the past decade. 

Indeed, a number of successful US investors already have rotated portfolios away from portfolios of growth stocks (including a high 

proportion of tech stocks) into traditional stock market sectors such as industrials, chemicals and basic materials. This rotation shows a 

preference for established businesses with strong free cash flows over growth stocks. It also suggests that expectations of future equity 

market returns have been adjusted downwards. 

The democratisation of finance in recent years, aided by low-cost (and zero-cost) trading platforms and mobile apps, has spread across 

the globe and includes Nigeria. It is not known how many Nigerians hold Nasdaq-listed stocks and crypto currencies, but it is a safe 

assumption that many do. The pull-back in some of these assets may have a negative wealth effect on those who invested recently. 

What are the dangers of something worse than what we have seen in the first month-and-a-half of the year? In other words, is this the 

beginning of a bear market in US equities, which could cause a sufficiently large dent in confidence that contagion ensues, driving global 

growth and commodity prices – including oil prices - down? Monetary authorities are aware of the risk and therefore are introducing 

rate increases slowly and with advance warning. At the time of writing, the risk of contagion appears to be manageable. 

We know that Nigerian markets (Naira-denominated T-bills, bonds and equities) do not correlate with global markets and depend – for 

the most part – on local rather than global conditions. The principal touch-point is the price of crude oil, and this is a variable which we 

monitor closely – and weekly, in our publication, Nigeria Weekly Update. So far this year, oil prices remain well inside the comfort zone, 

which we believe lies above US$60.00 per barrel. 
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Nigeria Economic Outlook 

Upward trajectory but no dramatic GDP rebound 

Nigeria’s economy has posted GDP expansion for five quarters since its last recession recorded in 2020. However, the current growth 

rate levels are unable to halt the steady decline in incomes and the rise in poverty. Our in-house estimates assume GDP at current 

market prices as high as pre-pandemic levels (2019). We considered increased vaccination rate, stable oil prices above USD65/b and 

sustained growth in the major sectors, among other factors. Consumption patterns are relatively better and are almost mirroring pre-

pandemic levels. This year, we expect some fiscal stimulus on the back of the FGN’s capital expenses. Furthermore, we anticipate 

investment spending in targeted sectors. Looking ahead, overall pre-election expenditure towards the 2023 general elections should 

also contribute to the growth drive. For 2022, we expect a GDP growth of 2.6% y/y.  

Elevated oil price regime 

The healthy oil price level and resultant oil revenue will give a small boost to government and household spending and should ease 

pressure on the current account and fx markets. The upside risks in the 2022 outlook for oil rests on the possibility that oil demand 

might be stronger than anticipated as global aviation activity recovers and expectations of supply constraints. Downside risks include 

the emergence of COVID-19 variants that could render the vaccines ineffective, Iranian oil coming into the market as talks resume on 

Iran’s nuclear program and an acceleration in US oil production. The FGN’s adoption of a conservative oil price assumption creates a 

little headroom within the 2022 budget.  

One rate hike, not far-fetched 

We expect the monetary policy committee to maintain its cautious stance on monetary policy parameters. The assumption of one policy 

rate hike (of at least 50bps) this year is not far-fetched. The committee is still leaning towards striking a balance between supporting 

GDP growth while maintaining stability across inflation, exchange rate, and market rates. We currently see the MPR at 12.0% by end-

2022. 

Expected rise in FGN bond yields 

The 2022 FGN budget has an estimated aggregate expenditure headline at N17.1trn, which is 18% higher than the 2021 FGN aggregate 

expenditure of N14.6trn. We expect increased domestic borrowing by the FGN due to the large deficit in the 2022 budget (N6.39trn, 

approximately 4.1% of total GDP (in 2020)). We see mid-curve FGN bond yields around the 8.0% to 11.0% range over the next three 

months.  

Chart 7: Core Economic Indicators 

Indicators 2019A 2020A 2021A 2022F 

Real GDP growth (%) 2.3 -1.9 3.4 2.6 

CPI (y/y %; year-end) 12.0 15.8 15.6 13.9 

Monetary policy rate (%; year-end) 13.5 11.5 11.5 12.0 

Bonny Light (US$/bbl; year-end) 67.9 51.3 76.3 72.0 

Bonny Light (US$/bbl; average spot) 65.5 42.1 71.1 74.5 

Official FX reserves (US$ bn; year-end) 38.6 35.4 40.5 38.0 

N/US$ (NAFEX/I&EW; year-end) 364.5 410.3 435.0 434.0 

1-Year NTB yield (%; year-end) 6.2 0.7 5.2 8.0 

Source: CBN, National Bureau of Statistics (NBS), FMDQ, Coronation Merchant Bank Economic Research 

Source: CBN, National Bureau of Statistics (NBS), FMDQ, Coronation Merchant Bank Economic Research 
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Fixed income 

Nothing ever stays the same in fixed income for long, and we expect plenty of movement in Federal Government of Nigeria (FGN) bond 

rates during 2022. Our underlying forecast is that there is likely to be upward pressure on short-term Nigerian Treasury Bill (T-bill) rates 

during the year.  

Chart 8 (a & b): Nigeria Government T-bill and bond yield curve                     

Source: FMDQ, Coronation Research 

This is likely to manifest itself in a flattening of the Naira risk-free yield curve, to begin with, and a subsequent rise in FGN bond yields in 

the primary and secondary markets.  

Timing these moves will be difficult, as short-term rate movements depend on redemptions, auction amounts, auction schedules and 

other factors that influence system-wide liquidity (e.g. the Cash Reserve Requirement – CRR – which directly affects banks’ liquid 

balances). However, the general direction of market interest rates during the year, we believe, is likely to be upwards. 

2021 review 

There was a 527bps widening of average FGN Bond rates, according to our model, during 2021. Almost all of this took place between 1 

January and mid-May. After the extremely low T-bills rates achieved towards the end of 2020 (1-year T-bill rates came down from 5.40% 

in January to 0.15% in early December 2020), these interest rate rises were widely anticipated. What was not clear was the level at 

which FGN bond rates would stabilise, and this only became apparent after May 2021.  

At the end of 2021, FGN Bond rates, at 11.38%, were almost exactly where they had been in mid-May. There was, however, a noticeable 

steepening of the curve during the second half of the year, with 1-year T-bills ending the year with a yield of 5.24%. 

2022 in view 

We forecast the 91-day T-bill yield to rise from 3.8% at the end of 2021 to an average of 4.6% in Q1 and then to an average of 7.2% in 

Q4. We forecast the 182-day T-bill to rise from 4.3% at the end of 2021 to an average of 5.2% in Q1 and then to an average of 8.5% in 

Q4. 
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Chart 9: Long-term relationship between 1-yr T-bill rates and inflation              Chart 10: Forecast T-bill rates in 2022 

Source: National Bureau of Statistics, FMDQ, NGX Exchange, Coronation Research 

What does this mean for investors? The first point to make is that 2022 begins as the third consecutive year in which 1-year T-bill rates 

begin at well below the rate of inflation, marking a new era since the long period from 2011 to 2019 when it was possible to beat inflation 

simply by holding 1-year T-bills.  

Risk-taking, and risk management, are becoming progressively more important during the era that started at the beginning of 2020. 

Achieving superior returns with risk-based techniques is what Naira-based investors wish to learn about. 

While we see bond rates rising this year, we do not see average FGN bond rates exceeding the rate of inflation (which we forecast to be 

13.75% on average) during 2022. However, the gap between bond rates and inflation may well be much less than it was during 2020 and 

less than it was during 2021. This points to FGN bond yields becoming increasingly attractive during the year ahead.  
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Equity market strategy  

The Nigerian equity market started 2022 in the unusual position of having recorded two consecutive years of gains. Activity is high, with 

a public offer of N111.75bn (US$268.63m) worth of MTN Nigeria shares in December 2021 and the listing of BUA Foods (not covered) 

on the first trading day of 2022.  

What is driving the market? Over a long period of time – from the end of 2010 until now – different factors have driven the market, 

including foreign investor buying (2012, 2013), falls in oil prices and associated pressures in the foreign exchange (FX) market (2015, 

2016), and resolution of FX issues (2017). 

 Chart 11: NGX-ASI 2021 return, rebased 1 January 2021=100               Chart 12:  NGX-ASI total return, rebased 1 January 2021=100 

Source: NGX Exchange, Bloomberg, FMDQ, Coronation Research 

In recent years we have observed domestic Naira-based investors gaining influence, and we believe that they are sensitive to changes 

in market interest rates. This was clearly evident in 2020 when 1-year T-bill rates crashed and the NGX All-Share Index, despite the 

effects of the Covid-19 pandemic and the economic slowdown, rallied by 50.0%. Last year the NGX All-Share Index rallied after it 

became clear that interest rate rises had halted (after mid-May), with a gain of 6.07% recorded for the full year. 

We forecast short-term rates rising in 2022, suggesting that the dynamics of the equity market may not be as favourable as over the 

past two years. However, changes in short-term rates can take time to feed through into investors’ preferences for T-bills and bonds 

over equity, so the effect of rising rates on the equity market may well be delayed. And there is always potential for appreciation when 

company valuations are reasonable, and there is upside in earnings growth. This outlook suggests the following strategy for the equities 

market this year:  

• Favour secular growth stories in 2022, particularly those exhibiting top-line growth, steady margins and earnings growth. By 

secular growth, we mean situations where underlying consumer habits are changing, which lead to irreversible industry 

growth, notably telecommunications. 

• Avoid stocks with high valuations where the market is taking a lot on trust. We note that some consumer-facing industrials still 

enjoy generous valuations despite not showing much growth. We expect the consumer to continue to be under pressure in 

2022, so the prospects for growth may be limited. 
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• Avoid stocks with little earnings growth. For example, we struggle to find much potential earnings upside for listed banks as a 

sector in 2022, given ongoing tight liquidity conditions (the Cash Reserve Ratio – CRR), low liquidity in the official foreign 

exchange markets, and competition on margins (it may be difficult to pass on interest rate rises to customers).  

 

• Some agricultural stocks may continue to prosper and well as some producers of basic foodstuffs in 2022. Commodity prices, 

both hard commodities like oil and soft commodities like rubber and palm oil, remain strong. 

Finally, and because it is nigh-impossible to make a sure-fire successful stock selection at the beginning of the year, it is important to 

actively manage equity portfolios throughout the year. 

Beware the January rally 

We wish to impart a word of warning about equity market rallies during January. Eight of the past 12 years have seen a rally during 

January. Five of the eight rallies turned into full-year rallies: three did not.  

Chart 13: The last five NGX All-Share Index January rallies, 1 Jan=100                  Chart 14: Percentage change from NGX All-Share January high to 

year’s low (only years with a January rally) 

NB: The number of trading days in January varies from 21 to 23. Data is re-set to a  base of 100 at the opening level on the first trading day of the year. The NGX 

All-Share Index corrected in each of the following Januaries since 2010: 2015; 2016; 2017; 2019. 

Source: NGX Exchange, Bloomberg, Coronation Research  

The rally in January 2022 saw the NGX All-Share Index rise by 9.15%, which is not exceptional by the standards of the last four January 

rallies (2014, 2018, 2020 and 2021), where the average appreciation was 10.66%. 

In most cases (seven out of eight), when there was a January rally over the past 12 years, it was cheaper to buy the market later in the 

year (see column chart). Such a simple statistical approach might suggest selling now. 

However, there is more to this than meets the eye. On two occasions (2010 and 2012), the downside was limited and holding onto shares 

would have paid off in terms of dividends received (assuming dividend yields in the region of 5.0%). Both years delivered handsome full-

year returns for the NGX All-Share Index (18.9% and 35.4%, respectively).  
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In two years, 2014 and 2020, there were profound and very visible macro-economic shocks that led to stock market losses (the oil price 

crash in late 2014 and the outbreak of the Covid-19 pandemic in 2020). In both cases, it was possible to anticipate the effects of these 

on the equity market and adjust portfolios accordingly. In 2014 the NGX All-Share Index made a negative return of 16.1%, and in 2020 

there was a full-year rally of 50.0%. 

In 2018 the market fell quite consistently after January, and in the second half of the year reacted negatively to rising Naira market 

interest rates, closing the year down 18.4%. In 2021 the market corrected in the first half of the year as Naira market interest rates rose 

but then rallied in the second half as the threat of further interest rate rises receded and closed up 6.1%. 

Although we think that over the course of the year, market interest rates are likely to rise, liquidity conditions in Naira T-bill and bond 

markets have been strong recently, with rates trending down. So, it may be too soon to call the top of this rally (which, indeed, has 

extended into February). We also note that, in many cases, equity valuations are not stretched at the moment, so in these conditions, 

investors have incentives to pursue bargains.  

In any event, our technique - our core approach - is not to make binary calls on the direction of the market, up or down, but to buy value 

when we see it and to avoid trouble (i.e., steep market declines) as much as possible. We will not call the top of the market in this 

publication but will be very sensitive, given the history of January rallies, to changes in market interest rates, changes in oil prices and 

changes in macroeconomic conditions going forward. 
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The beauty of Total Returns 

For many investors, the Nigerian equity market is an uncertain place where returns are volatile. At the same time, experienced stock 

market investors appear preoccupied with dividends. Why is this? Is it because dividend yields are high, in some cases exceeding the 1-

year Treasury bill yield? (This is true of several bank stocks, for example.) Or is something else at work? 

Chart 15: NGX All-Share Index, with Total Return, 1 January 2020=100 

 

Source: NGX Exchange, Bloomberg, Coronation Research  

In our view, it comes down to total returns. A total return measures the return of a stock resulting from reinvesting its dividends (which 

we count as gross dividends here). If a market is generally appreciating, and if dividends are generous, then reinvesting them will create 

a total return far in excess of the simple index return. Over the past two years, 2020 and 2021, the NGX All-Share index returned a 

remarkable (and exceptional, in view of its historical performance) 59.14%: but the total return was 81.28%. 

How is this possible? It is not as if the companies listed on the NGX All-Share Index paid out an extra 22 percentage point return purely 

in terms of dividends. What happened, in fact, was fortuitous.   

Most full-year dividends - the bulk of the annual dividend payment - are paid around April or May, and it happened that these periods 

coincided with low points (or nearly-low points) in the NGX All-Share Index in each year 2020 and 2021, so it was a good time to reinvest. 

In 2021 the NGX All-Share Index hit a low point on 6 April before rallying 94.83% to the end of the year, compared with a full-year return 

of 50.05%. April and May were weak months for the stock market in 2021, the NGX All-Share Index going on to rise by 11.13% between 

the end of May and year-end, compared with a full-year return of 6.07%. 

Too much trading can be dangerous 

To obtain the best total return, investors need to be acutely aware of dividend payment times. Shares need to be held up to and including 

eligible dividend payment dates. This can lead to conflicting calculations because it may seem like a good time to sell a share for any 

number of reasons but doing so forfeits the valuable dividend. Trading without regard to dividends can lead to missed opportunities.    
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The Model Equity Portfolio 

Every week, Coronation Research publishes a Model Equity Portfolio, a small and theoretical portfolio of NGX Exchange-listed stocks 

whose composition expresses our views on the stock market. It is a notional portfolio that does not exist in reality (unless a reader of 

the Nigeria Weekly Update is replicating it), but it pays respect to market liquidity, and real-world trading costs are reflected in its 

notional trades. Intended changes are notified in advance. 

  

Nota bene: The Coronation Research Model Equity Portfolio is an expression of opinion about Nigerian equities and does not represent an actual portfolio of stocks 

(though market liquidity is respected, and notional commissions are paid). It does not constitute advice to buy or sell securities. Its contents are confidential to 

Coronation Research up until publication. This note should be read as an integral part of the disclaimer that appears at the end of this publication. 

Source: NGX Exchange, Company data, Bloomberg, Coronation Research 

 
The Model Equity Portfolio is able to avoid taking positions in the equity market (by holding a large percentage in cash, a tactic which 

paid off in early 2020 and, to a lesser extent, in early 2021). However, it is managed with a view to getting the benefit of dividends, which 

constrains us from holding too much cash for too long.  

Over the two years 2020 and 2021, the Model Equity Portfolio returned 71.50% compared with a 59.14% return for the NGX Exchange 

All-Share Index. Its total return over this period was 94.65% (assuming that dividends could be reinvested, gross) compared with 81.28% 

for the NGX Exchange All-Share Index.  

It needs to be emphasised that 2020 and 2021 were exceptionally good years for the NGX All-Share Index, prompted by very low market 

interest rates that caused investors to look at the beleaguered stock market afresh. Nevertheless, the evidence suggests that focussing 

on absolute return is a rewarding investment strategy, something which our long study (Equities for a Superior Return) corroborates. 
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Equities for a Superior Return 

At the beginning of 2022, we are able to complete our six-year study into the total equity returns of NGX Exchange-listed companies 

that exhibit high Return on Equity (RoE). We laid out the basis of this research in Coronation Research, Equities for a Superior Return 

(11 November 2021), but could only complete five-and-three-quarter years then. 

Chart 18: Compound Annual Returns over six years, 2016-2021 

  

Source: National Bureau of Statistics (NBS), NGX Exchange, FMDQ, Bloomberg, Company Data, Coronation Research 

 
The essence of our research was to put ourselves in the position of a moderately affluent family looking to build up savings, beginning 

on 1 January 2016. The family was looking for long-term investments that would beat inflation. The family decided to invest N1,000,000 

(US$5,022.60 at an exchange rate of N199/US$1 at the time).  

As the chart shows, beating inflation over the long term proved to be no straightforward matter. Over the six years 2016 - 2021, the 

NGX All-Share Index returned a nominal compound annual growth rate (CAGR) of 7.02% but, when adjusted for inflation, this CAGR 

would have been a negative 6.81%. If investors had taken their gross dividends and reinvested these in stocks, the NGX All-Share Index 

Total Return would have returned a nominal CAGR of 13.21% over the same period, but this still would have been a negative CAGR of 

1.42% when adjusted for inflation. 

For many years it was possible to beat inflation simply by investing in Nigerian Treasury Bills (T-bills). During the 10 years from the 

beginning of 2010 to the end of 2019, the yield of a 1-year T-bill was, on average, 3.67 percentage points (367bps) higher than the rate 

of inflation. However, and as it is well-known, all that changed at the end of 2019, when T-bills rates crashed. T-bills rates have been 

much lower over the past two years, an average of 9.59 percentage points (959bps) lower than inflation (5.51% versus 15.10%). 

Therefore, over the past six years, 1-year T-bills (bought with proceeds reinvested at the beginning of each year) would have returned 

a CAGR of 12.08%, or a negative CAGR of 2.55% when adjusted for inflation.  

Cleary, our long-term saver would have to take some risk and endure considerable volatility in the pursuit of an inflation-beating return. 

For this reason, we devised the High RoE Portfolio of stocks, a portfolio not constructed around past investment returns but one 

constructed around the long-term Return on Equity (RoE) of the companies selected for it. The question we posed is as follows: “If we 

take 10 listed companies with high RoEs, would their returns have beaten inflation over the past six years?” 
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The High RoE Portfolio returned a CAGR of 16.15%, 2016 - 2021, or a positive CAGR of 1.14% when adjusted for inflation. To get a good 

return, of course, one has to reinvest dividends. The High RoE Portfolio, with gross dividends reinvested, would have returned a CAGR 

of 23.95% over the period, or a positive CAGR of 7.93% when adjusted for inflation. That, we believe, is a satisfactory investment return, 

amounting to a total inflation-adjusted return of 58.11%. 

The groundwork for the High RoE Portfolio 

According to our earlier work (Navigating the Capital Markets, July 2020), we looked for companies with sustainable annual RoE of 

20.5% or more. We found 10 NGX Exchange-listed companies matching this description. Since we are conducting a long-term study, we 

do not, at this stage, include MTN Nigeria (although it certainly has a high RoE and plenty of growth) because it was only listed in 2018. 

Our theoretical High RoE Portfolio consists of: Zenith Bank; Guaranty Trust Holding Company (GTCO); Stanbic IBTC Holdings; Dangote 

Cement; Dangote Sugar Refinery; Okomu Oil Palm; Presco; Nestle Nigeria; NASCON; and Custodian Investments.   

Chart 19 (a & b): the RoEs of 10 selected stocks 

 
Sources: Company data, Coronation Research 

 
These companies exhibited high Return on Equity (RoE) well before the inception date of our theoretical portfolio, 1 January 2016, so 

we think it is plausible that a savvy stock market investor could have selected them at this time. That said, the trend in RoE may be 

sustainable but is not eternal, so such a portfolio would need adjusting over time and, starting in 2022, it might be advisable to make 

some changes to the original selection. For the time being, we assume that the investor simply held these stocks for six years starting in 

2016. 

The theoretical portfolio simply holds a 10% position in each stock, with no adjustment for index weights and liquidity. This is important 

to the portfolio because it gives it a balanced opportunity to benefit from its constituents’ performance, but it also brings challenges in 

replication the portfolio in the real world. Some of the stocks are not liquid, so only a small portfolio could hold all 10 in equal measure. 

A large institutional portfolio would have difficulty creating such positions and would have to overweight positions in the most liquid 

stocks, which would affect returns. 

Our list of listed companies with high RoE is not exhaustive, and there may well be more stocks that qualify among the many listed on 

the NGX All-Share Index. In addition, we are aware that some listed companies that do not qualify for our 20.5% sustainable RoE 
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performance criterion actually delivered quite impressive stock performance over the period 2016 - 2021. Our purpose, by contrast, is 

to see whether following a rule of investing in listed companies actually works.  

Therefore, how did the High RoE Portfolio perform? 

Performance of the High RoE Portfolio - Pure Price 

To begin with, we would expect our High RoE Portfolio to outperform the NGX Exchange All-Share Index over the six-year period 

starting on 1 January 2016. After all, we can safely assume that the market rewards (to varying degrees) companies with high internal 

rates of return (e.g. RoE) and punishes those with low returns.  

   

 

 
Sources: NGX Exchange, Bloomberg, National Bureau of Statistics (NBS), Coronation Research 

Sure enough, the High RoE Portfolio would have outperformed the NGX All-Share Index over this period, delivering a six-year return of 

145.57% against a return of 49.14% for the NGX All-Share Index. In terms of compound annual growth rates (CAGR), this means that 

the High RoE Portfolio would have delivered 16.15% against a CAGR of 7.02% for the NGX All-Share Index.  

Is a 16.15% CAGR an impressive performance? Unfortunately, it is not when one factors in inflation, which averaged 14.32% (annual 

inflation) during the years 2016 - 2021. The inflation-adjusted CAGR for the High RoE Portfolio would have been 1.14%. This would 

have been much better than the inflation-adjusted CAGRs for the NGX All-Share Index and for T-bills (see the chart at the beginning of 

this section), but a CAGR of 1.14% is a meagre reward for:  

a) making a good stock selection; 

b) taking equity risk; 

c) enduring volatility (during which it was important not to sell). 
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Chart 21: NAV of High RoE Portfolio (Pure Price), nominal and 
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Performance of the High RoE Portfolio - Total Return 

It is when we get to the Total Return of the High RoE Portfolio that we understand the benefits of reinvesting the dividends paid by 

highly profitable listed companies. The High RoE Portfolio, Total Return, would have delivered a return of 262.72% during the six years 

from 1 January 2016 to the end of 2021, a CAGR of 23.95%.   

 

Sources: NGX Exchange, Bloomberg, National Bureau of Statistics (NBS), Coronation Research 

An investment CAGR of 23.95% in Naira, in our view, is worth having. Adjusting for inflation, the return of the High RoE Portfolio, Total 

Return, over the years 2016 - 2020, was 58.11%, a CAGR of 7.93%. On average, the High RoE Portfolio was beating inflation by 7.93% 

every year.  

Of course, this investment result could only have been achieved by a patient investor who, having made a good stock selection, held on 

to the portfolio through the ups and downs (volatility) of the past six years. It would have been necessary to avoid the temptation to sell 

when the market was declining; otherwise, the investor would have forfeited dividends (no dividends are paid on cash in the bank). This 

would have required considerable resolve; the NAV of the High RoE Portfolio, Total Return fell by 43.06% from 1 August 2018 to 1 April 

2020, for example.  

Note that in a declining market, investors are better off keeping their dividends in cash since reinvesting them leads to stock losses. The 

technique of reinvesting dividends, therefore, relies on the assumption that the stock market, over the long term, rewards companies 

that perform well (e.g. in terms of RoE) with stock price appreciation. As long-term investors in NGX Exchange-listed companies will 

attest, this is neither a consistent nor a linear process. Patience is required. 

Conclusion 

Our view is that this approach will pay off in future. We are entering the third successive year in which 1-year T-bill rates are well below 

the rate of inflation, and we think that 1-year T-bill rates will likely stay below the rate of inflation for the rest of the year. At the same 

time, there are NGX Exchange-listed companies whose businesses are still growing and which have sustainable RoEs above our 

benchmark of 20.5%. 
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Chart 22: NGX All-Share Exchange and NAV of High RoE Portfolio, 

Total Return, 1 Jan 2016=100 

 

Chart 23: High RoE portfolio, Total Return, NAV with dividends 

reinvested, nominal and inflation-adjusted, 1 Jan 2016=100 
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Nigerian Telcos 

The investment case for the Nigerian Telecom sector remains strong – the 

telcos are well-positioned to capture increasing mobile and internet adoption 

across Nigeria’s largely underpenetrated market. MTN Nigeria (TP: N274.41) is 

our preferred play as we feel the company will continue to deliver solid 

earnings growth and a best-in-class return on equity. Thus, we rate the stock a 

BUY. By contrast, we think Airtel Africa’s (AIRTELAFRI) valuation is demanding 

at current levels; we place a SELL rating on the stock with a TP of N1,051.07/s. 

Underpenetrated market presents a key long-term growth opportunity. Despite having 

the largest subscriber base in Africa, Nigeria is still behind when it comes to mobile 

penetration (the percentage of the population that are mobile subscribers). The 

population is young, aspirational and most importantly, growing and telcos are very well 

positioned to take advantage of this. In addition, the COVID-19 pandemic has 

demonstrated the critical importance that telecom plays in keeping businesses, 

governments, and societies connected and running. A shift in consumer patterns is likely 

to increase demand for telecoms over the long term.   

MTN Nigeria is our top pick. We believe MTNN offers greater upside potential than 

AIRTELAFRI and stronger fundamentals through the cycle. We view MTNN as a growth 

company. It has invested heavily in expanding its network and consolidating its market 

leadership. Despite the high capex intensity, its Free Cash Flow (FCF) margin has remained 

positive, and this has been supportive of cash dividend payments. We believe MTNN is 

likely best positioned to monetise mobile money. As such, there is potential upside to our 

forecasts and valuation from the start of its Payment Service Bank (PSB) operations due in 

H2 2022. 

Airtel Africa: Our outlook is optimistic, but valuation is demanding. AIRTELAFRI is Sub 

Saharan Africa’s second-largest MNO, and diversification benefits exist from its exposure 

to 14 countries. The stock is listed both in UK and Nigeria, and investors in Nigeria can opt 

for a US$ denominated cash dividend. However, the stock trades at a forward P/E of 17.2x 

in Lagos, which is much higher than MTN Nigeria’s multiple of 10.0x, the Emerging Market 

(EM) peer multiple of 14.5x and the multiple of its London listing (11.8x). We think the 

stock’s rich valuation is likely due to foreign investors taking advantage of its fungibility 

coupled with the stock’s low free float and low liquidity relative to its market capitalisation 

on the NGX. Nonetheless, our outlook on earnings is optimistic. Mobile money growth 

across Africa’s underpenetrated markets presents a key longer-term growth opportunity 

for the group alongside its core voice and data service offerings. 

Valuation and Rating Summary 

MTN Nigeria 

Ticker MTNN 

Rating BUY 

Target price (N) 274.41 

Current price (N) 200.00 

Potential upside / (downside) +37.2% 

  

Airtel Africa 

Ticker AIRTELAFRI 

Rating SELL 

Target price (N) 1,051.07 

Current price (N) 1,260.00 

Potential upside / (downside) -16.6% 

Prices in this report are as of 16 February 2022 

Source: NGX, Coronation Research estimates 
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Nigerian telco stocks rally; end of the road or is there more to come? 

Since the end of 2019, Nigeria-listed telcos have outperformed the overall market, with Airtel Africa (AIRTELAFRI) gaining 321.5% 

and MTN Nigeria (MTNN) gaining 90.5% versus 75.5% for the NGX All-Share index (Chart 1). They have also led their Sub-Saharan 

African (SSA) peers over the period in terms of US$ returns (Chart 2). This leads to an obvious question for investors. Does the rally 

still have legs? 

Chart 24: Price return of telcos vs NGX ASI, 31 December 2019 =100               Chart 25: US$ price return of SSA telcos (end 2019-to-date)  

Source: NGX Exchange, Bloomberg, Coronation Research 

In our view, the recent telco rally has been driven in part by the telcos’ strong earnings, both actual and expected. Earnings proved to be 

resilient amidst the shock of the COVID-19 pandemic as telcos enjoyed strong subscriber growth and increased smartphone and data 

penetration in Nigeria as consumers shifted to remote-working. As a result, investors viewed telco stocks as good defensive positions 

amidst fears that market conditions could degrade. 

Importantly, however, earnings have not driven all of the telco stocks’ performance. Amidst Nigeria’s FX liquidity issues, foreign 

investors took advantage of the dual-listed nature and fungibility of Airtel Africa. At one point, the Lagos listing was trading at a 145.6% 

premium to the London listing (Chart 3). In addition, investors have flocked to the equities market and telco stocks to generate alpha 

amidst unattractive yields in the Naira fixed-income market. Since the end of 2019, MTN Nigeria’s dividend yield has been 1.3 

percentage points (ppts) higher on average than the yield on the 1-year Naira T-bill (Chart 4), and we see little risk to its dividends going 

forwards. Finally, positive developments around the telco mobile money licences have seen further support for the shares 
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Chart 26: Airtel Africa listings (Naira/share) and spread            Chart 27: MTN Nigeria dividend yield vs 1-year T-bill yield 

Note: Airtel Africa (LSE) share price converted to Naira from Pounds sterling using the Naira/US$ interbank rate and the US$/Pound sterling rate. 

Source: NGX Exchange, National Bureau of Statistics (NBS), FMDQ, Coronation Research 

To that end, we offer an additional reason to believe that the telco rally still has some legs. Simply, we expect the carriers to post solid 

operating and financial results for the last quarter of the year and in the years to come. True, subscriber growth has been declining, 

though not irreversibly, but this is already evident to investors. Although the regulatory ban on new SIM registrations led to poor 

subscriber results in the first nine months of the year, the impact on revenue was heavily mitigated by significantly increased usage from 

the existing subscriber base. Moreover, according to Nigerian Communications Commission (NCC) figures, the trend in subscriber 

growth has hit an inflexion point, and we expect this to reflect in the telco Q4 21 numbers. As a result, we believe market expectations 

over the medium term are now achievable. Meanwhile, data remains one of the key growth drivers and smartphones continue to gain 

popularity, which is likely to help bolster Average Revenue Per User (ARPU).  

We expect solid results from both major telcos but prefer MTN Nigeria as an investment for its strong market leadership, attractive 

valuation, and what we believe to be considerable upside potential to consensus earnings estimates. 
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MTN Nigeria Communications 

MTNN shares outperformed the NGX All-Share Index in 2021, rising by 16.0%, 

primarily on strong earnings and the granting of the long-awaited mobile money 

license, in our view. In terms of earnings, 2021 was also MTNN’s best year yet as the 

group recorded its largest profit since inception and beat our estimates because of 

much better-than-expected ARPU growth despite regulatory headwinds. Following 

the encouraging ARPU trend and the return to growth in the customer base, we raise 

our medium-term estimates for the group. In addition, we believe MTNN can sustain 

its solid earnings growth and strong RoE and FCF generation over our forecast period. 

Consequently, we lift our price target by 2.8% to N274.41/s, from N266.17/s 

previously, and maintain our BUY recommendation. 

FY 21 performance above expectations. Revenue grew by double-digits for the fifth 

successive year, rising by 22.9% in FY 21 and beating our estimates by 3.4%. The growth 

was driven by data (+55.3% y/y) and voice (+7.0%) revenue. Growth in data, which 

contributed 31.2% (FY 20: 24.7%) to revenue, was delivered through a combination of 

increased active data subscribers (FY net additions: +1.7 million), increased usage 

(average MB per user rose by 62.7%) and traffic (+85.3% y/y), all supported by increased 

network capacity and 4G penetration.  

More and more growth in FY 22. Following the accelerated growth in FY 21, 

management has increased their medium-term guidance for revenue growth to “at least 

20%”. With subscriber net additions having returned to growth in Q4 21 and a rapidly 

growing ARPU trend, we upwardly revise our revenue growth estimate for FY22-24F 

by 12%, on average, and expect revenue to grow by a more conservative CAGR of 17.3% 

over the period. We also expect EBITDA to grow by 18.6% in FY22F. We now forecast 

that MTNN will deliver respective EBITDA and EPS CAGRs of 18.1% and 26.6% in 

FY21-24F, with EBITDA margin averaging 53.7% over the period.  

Valuation. The net impact of the changes to our model is a 13.0% increase to our FY22F 

EPS estimate to N18.76. We maintain our BUY recommendation but revise our TP 

upwards to N274.41 (from N266.17 previously), implying a 37.0% potential upside to 

the current price. On our estimates, MTNN is trading on 2022E P/E and EV/EBITDA 

multiples of 10.7x and 4.8x, an unjustified discount to emerging market peer multiples 

of 14.5x and 6.0x considering the companies superior ROE, dividend yield and earnings 

growth. As we discussed in our report Coronation Research Nigerian Telcos; Delivering 

a Digital Future (23 December), the start of the company’s PSB operations remains the 

key catalyst, in our view, as mobile money in Nigeria presents a compelling 

growth/return opportunity for MTNN. According to management, the company grew 

its agent network by 94.8% y/y to 777,000 agents in FY 21. We expect final approval on 

the Nigerian PSB license to be granted by H2 2022 at the earliest. 

 

MTN Nigeria MTNN 

Rating BUY 

Target price (N) 274.41 

Current price (N) 200.00 

Potential upside / (downside) +37.2% 

Market cap (Nbn/US$m) 4,071 / 9,774 

Free float 10.3% 

Bloomberg MTNN:NL 

Reuters MTNN.LG 

  

Share price performance vs NGX-ASI (rebased) 

 
Prices in this report are as of 16 February 2022 

Source: NGX Exchange, Coronation Research estimates 
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MTNN Summary of Financials 

  

Income Statement (Nm) 2020A 2021A 2022F 2023F 2024F Cash Flow Statement (Nm) 2020A 2021A 2022F 2023F 2024F

Revenue 1,346,390 1,654,299 1,957,302 2,303,023 2,669,208 Cash flow from operating activities 475,675 561,362 412,445 501,412 547,229

Expenses (660,754) (777,228) (916,926) (1,067,369) (1,223,737) o/w Depreciation & amortization 259,027 292,324 333,393 360,118 396,995

Adj. EBITDA 685,740 877,071 1,040,375 1,235,654 1,445,471 o/w Changes in working capital 112,092 125,157 (5,667) 27,819 21,426

D&A (259,027) (292,324) (333,393) (360,118) (396,995)

Adj. EBIT 426,713 584,747 706,982 875,536 1,048,476 Cash flow from investing activities (392,110) (428,158) (452,789) (528,159) (606,799)

Net Interest (127,839) (148,060) (148,584) (155,715) (162,438) o/w Capital expenditure (256,674) (438,844) (452,789) (528,159) (606,799)

Associate - - - - - as % of sales 19.1% 26.5% 23.1% 22.9% 22.7%

Adj. PBT 298,874 436,687 558,398 719,821 886,038

Tax (93,660) (138,033) (176,505) (227,529) (280,069) Cash flow from financing activities 75,258 (142,263) - - -

Minority Interest - - - - - o/w Dividends paid (172,403) (212,705) (297,175) (378,816) (477,161)

Adj. Net Income 205,214 298,654 381,893 492,292 605,969 o/w Debt issued/(repaid) 101,934 (84,286) - - -

EPS (N) 10.08 14.67 18.76 24.19 29.77 Net change in cash 158,823 (9,059) (40,344) (26,747) (59,570)

DPS (N) 9.40 13.12 16.78 21.63 26.62

Payout ratio 93.2% 89.4% 89.4% 89.4% 89.4% Free cash flow to firm 422,407 378,799 436,741 548,382 630,113

Shares outstanding (m) 20,355 20,355 20,355 20,355 20,355 y/y Growth 55.4% -10.3% 15.3% 25.6% 14.9%

Balance Sheet (Nm) 2020A 2021A 2022F 2023F 2024F Ratio Analysis 2020A 2021A 2022F 2023F 2024F

Cash and cash equivalents 275,198 260,891 220,547 193,800 134,229 EBITDA Margin 50.9% 53.0% 53.2% 53.7% 54.2%

Accounts receivable 50,766 127,232 150,536 177,125 204,728 EBIT Margin 31.7% 35.3% 36.1% 38.0% 39.3%

Inventories 2,158 5,310 15,352 12,691 8,750 Net Profit Margin 15.2% 18.1% 19.5% 21.4% 22.7%

Other current assets 194,696 203,852 203,852 203,852 203,852

Current assets 522,818 597,285 590,287 587,468 551,559 ROAE 126.6% 134.7% 124.3% 121.1% 114.9%

PP&E 686,157 774,113 898,272 1,046,809 1,217,058 ROAA 11.8% 14.1% 16.5% 20.1% 23.1%

Intangible Assets 111,080 245,558 245,571 257,680 279,229 ROIC 31.7% 37.9% 41.0% 45.9% 49.7%

Other non-current assets 643,488 642,599 637,822 645,218 663,224 ROCE 35.0% 43.2% 49.2% 56.4% 62.4%

Total assets 1,963,543 2,259,555 2,371,953 2,537,175 2,711,070 Net debt/Equity (x) 5.0 3.5 2.8 2.1 1.8

Net debt/EBITDA (x) 1.3 1.1 0.9 0.8 0.7

Short-term borrowings 190,599 152,835 152,835 152,835 152,835 Sales/Assets (x) 0.7 0.7 0.8 0.9 1.0

Payables 303,977 443,895 471,574 523,321 568,408 Assets/Equity (x) 11.0 8.5 6.8 5.5 4.6

Other short-term liabilities 249,336 309,274 309,274 309,274 309,274 Interest cover (x) 3.0 3.7 4.5 5.4 6.2

Current liabilities 743,912 906,004 933,683 985,430 1,030,517 Tax Rate 31.3% 31.6% 31.6% 31.6% 31.6%

Long-term debt 330,551 340,425 340,425 340,425 340,425

Other long-term liabilities 710,694 748,145 748,145 748,145 748,145

Total liabilities 1,785,157 1,994,574 2,022,253 2,074,000 2,119,087 Revenue y/y Growth 15.1% 22.9% 18.3% 17.7% 15.9%

EBITDA y/y Growth 9.7% 27.9% 18.6% 18.8% 17.0%

Shareholders' equity 178,386 264,981 349,699 463,175 591,983 EPS y/y Growth 0.9% 45.5% 27.9% 28.9% 23.1%

Minority interests -                -                -                -                    -                    

Total liabilities & equity 1,963,543 2,259,555 2,371,953 2,537,175 2,711,070 Valuation 2020A 2021A 2022F 2023F 2024F

P/E (x) 19.8 13.6 10.7 8.3 6.7

BVPS 8.76 13.02 17.18 22.76 29.08 P/BV (x) 22.8 15.4 11.6 8.8 6.9

y/y Growth 22.3% 48.5% 32.0% 32.4% 27.8% EV/EBITDA (x) 7.2 5.7 4.8 4.1 3.5

Dividend Yield 4.7% 6.6% 8.4% 10.8% 13.3%

Net debt/(cash) 887,742 923,225 963,569 990,316 1,049,887 FCF Yield 6.4% 7.4% 2.6% 3.5% 3.3%

Source: Company reports, Coronation Research estimates

Note: N in millions (except per-share data). Fiscal year ends in December. O/w - out of which
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Airtel Africa 

AIRTELAFRI’s operational performance in 9M 22 (note its March year-end) was 

strong and in line with our expectations. We expect that continued network and 

infrastructure expansion is likely to see the Group deliver substantial revenue and 

earnings growth in FY 22. The investment case for the company remains the same as 

before– the company is well-positioned to capture increasing mobile and internet 

adoption across Africa’s largely underpenetrated markets (i.e. plural markets) – and 

we think this has already been priced-in. However, on the NGX Exchange in Nigeria, 

the stock trades at valuations that we find unjustifiably rich. As the group’s financial 

year is almost over, we roll forward our valuation to 2023F, with the impact being in 

an increase in our price target to NGN1,051.07/s, from NGN793.84/s previously. We 

retain our SELL recommendation on the stock. 

9M in line with expectations. Revenue grew by double-digits, rising by 21.7% in 9M 22, 

in line with our estimates. The growth was primarily driven by data (+33.8% y/y) and 

voice (+13.7%) revenue. Growth in data, which contributed 32.3% (9M 21: 29.3%) to 

revenue, was delivered through a combination of Data customer base growth (+11.1% 

y/y) and Data Average Revenue Per User (ARPU) growth (+21.0% y/y). According to 

management, the expansion of AIRTELAFRI’s 4G network infrastructure helped drive 

the customer base growth, and 82.8% of the Group’s sites are now operating on 4G, 

compared with 73.6% in the prior period. 

Our estimates are unchanged. In line with our expectations, Nigeria subscriber net 

additions returned to growth in Q3 22. We leave our estimates unchanged for now: we 

expect revenue and EBITDA to maintain their double-digit growth trend with EBITDA 

margin averaging 48.7% over FY22-24F. Consequently, we now forecast that the group 

will deliver EPS growth of 100.3% in FY22F.  

Valuation. Rolling forward our valuation to 2023F, we increase our price target to 

NGN1,051.07/s, from NGN793.84/s previously. However, we retain our SELL 

recommendation on the stock. On our estimates, the stock is trading on Forward P/E 

and EV/EBITDA multiples of 17.2x and 6.2x, a rich premium to emerging market peer 

multiples of 13.7x and 5.6x. Furthermore, on the LSE in London, it trades at a Forward 

P/E of 11.8x. Current valuations would place the stock at the same level as Safaricom, 

Africa’s best mobile money growth story, which trades at a PE of 18.6x and generates 

an ROE of 56.7%. As discussed in our report Coronation Research Nigerian Telcos; 

Delivering a Digital Future (23 December), the primary reasons for the mispricing are 

majorly around Nigeria’s FX liquidity conundrum and the stock’s low liquidity compared 

with its market capitalisation. Exiting equity investors seem to be pricing the stock at 

the parallel market exchange rate. Although the FX situation is slightly better than in 

2020, FX liquidity is still very thin for exiting equity investors compared with before the 

pandemic. In our view, a much-improved FX liquidity could take the steam out of the 

rally. 

Airtel Africa AIRTELAFRI 

Rating SELL 

Target price (N) 1,051.07 

Current price (N) 1,260.00 

Potential upside / (downside) -16.6% 

Market cap (Nbn/US$m) 4,735 / 11,369 

Free float 15.0% 

Bloomberg AIRTELAF:NL 

Reuters AIRTELAFRILG 

  

Share price performance vs NGX-ASI (rebased) 

 
 

Prices in this report are as of 16 February 2022 

Source: NGX Exchange, Coronation Research estimates 
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AIRTELAFRI Summary of Financials 

  

Income Statement (US$m) 2020A 2021A 2022F 2023F 2024F Cash Flow Statement (US$m) 2020A 2021A 2022F 2023F 2024F

Revenue 3,422    3,908    4,601    5,102     5,719     Cash flow from operating activities 1,387   1,666    1,817    2,016    2,262    

Expenses (1,906)  (2,119)  (2,380)  (2,634)   (2,946)   o/w Depreciation & amortization 681        801         954         1,094    1,237    

Adj. EBITDA 1,515    1,792    2,235    2,483     2,789     o/w Changes in working capital 13           76            44            32            38            

D&A (632)       (681)       (801)       (954)        (1,094)   

Adj. EBIT 883         1,111    1,434    1,529     1,695     Cash flow from investing activities (801)      (1,158)  (1,428)  (1,548)  (1,708)  

Net Interest (373)       (423)       (293)       (296)        (299)        o/w Capital expenditure (656)      (645)       (1,182)  (1,260)  (1,383)  

Associate -          1                -          -           -           as % of sales 19.2% 16.5% 25.7% 24.7% 24.2%

Adj. PBT 598         697         1,141    1,233     1,395     

Tax (190)       (282)       (462)       (499)        (565)        Cash flow from financing activities (370)      (575)       (1,096)  (491)       (507)       

Minority Interest (38)          (76)          (63)          (68)           (77)           o/w Dividends paid (108)      (160)       (169)       (193)       (206)       

Adj. Net Income 370         339         616         666          753          o/w Debt issued/(repaid) (546)      -          (618)       -          -          

EPS 0.10       0.09       0.16       0.18        0.20        Net change in cash 216        (67)          (707)       (24)          47            

DPS (US$) 0.06 0.04 0.05 0.05 0.06

Payout ratio 60.9% 44.3% 30.5% 30.2% 28.5% Free cash flow to firm 425        335         453         590         703         

Shares outstanding 3,754    3,754    3,754    3,754     3,754     y/y Growth -22.8% -21.1% 35.0% 30.4% 19.0%

Balance Sheet (US$m) 2020A 2021A 2022F 2023F 2024F Ratio Analysis 2020A 2021A 2022F 2023F 2024F

Cash and cash equivalents 1,010    813         106         82             129          EBITDA Margin 44.3% 45.9% 48.6% 48.7% 48.8%

Accounts receivable 132         113         133         148          165          EBIT Margin 25.8% 28.4% 31.2% 30.0% 29.6%

Inventories 3                7                8                9                 10             Net Profit Margin 10.8% 15.5% 18.0% 19.6% 19.6%

Other current assets 526         972         972         972          972          

Current assets 1,671    1,905    1,219    1,210     1,276     ROAE 14.3% 12.5% 18.8% 17.8% 17.6%

PP&E 2,730    3,031    3,545    4,016     4,499     ROAA 4.4% 4.3% 6.8% 7.2% 7.6%

LT investments 8                23            23            23             23             ROIC 26.8% 25.6% 25.7% 23.2% 22.5%

Other non-current assets 4,916    5,033    5,162    5,289     5,420     ROCE 13.2% 17.2% 20.3% 20.1% 20.6%

Total assets 9,325    9,992    9,949    10,538 11,219 Net debt/Equity (x) 1.0 1.1 1.0 0.9 0.8

Net debt/EBITDA (x) 2.2 2.1 1.7 1.6 1.4

Short-term borrowings 863         1,708    1,034    1,034     1,034     Sales/Assets (x) 0.4 0.4 0.5 0.5 0.5

Payables 416         366         431         478          534          Assets/Equity (x) 2.8 3.0 2.6 2.4 2.2

Other short-term liabilities 1,209    1,430    1,430    1,430     1,430     Interest cover (x) 2.0 2.6 4.6 5.1 5.6

Current liabilities 2,488    3,504    2,895    2,942     2,998     Tax Rate 31.8% 40.5% 40.5% 40.5% 40.5%

Long-term debt 3,416    2,908    2,964    2,964     2,964     

Other long-term liabilities 140         227         227         227          227          

Total liabilities 6,044    6,639    6,086    6,133     6,189     Revenue y/y Growth 11.2% 14.2% 17.7% 10.9% 12.1%

EBITDA y/y Growth 13.7% 18.3% 24.7% 11.1% 12.3%

Shareholders' equity 3,388    3,405    3,915    4,457     5,081     EPS y/y Growth (49.5%) (8.4%) 100.3% 8.1% 13.2%

Minority interests (107)       (52)          (52)          (52)           (52)           

Total liabilities & equity 9,325    9,992    9,949    10,538 11,219 Valuation 2020A 2021A 2022F 2023F 2024F

P/E (x) 30.7 33.5 18.5 17.1 15.1

BVPS 0.90       0.91       1.04       1.19        1.35        P/BV (x) 3.5 3.4 2.9 2.6 2.3

y/y Growth -31.7% 0.5% 15.0% 13.8% 14.0% EV/EBITDA (x) 9.7 8.5 6.9 6.2 5.5

Dividend Yield 2.0% 1.3% 1.7% 1.8% 1.9%

Net debt/(cash) 3,269    3,803    3,892    3,916     3,869     FCF Yield 7.4% 10.7% 9.1% 10.3% 11.6%

Source: Company reports, Coronation Research estimates

Note: US$ in millions (except per-share data). Fiscal year ends in March. o/w - out of which
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Nigerian Banks 

Nigerian banks spent 2021 navigating challenging terrain – market yields remained 

extremely negative in inflation-adjusted terms, fixed income market activity was weak, 

opportunities to derive trading income dried up, and regulatory costs soared. For our 

coverage banks, it was a mixed picture; as of 9M 21, exactly half recorded Net profit 

declines, and others grew their bottom lines. Despite the compelling valuations across 

Nigerian banking stocks, bank share prices reflected investor apathy and rose by just 

3.3% (NGX Banking index) in 2021, underperforming the broader market. Share prices 

of our coverage banks rose by 6.6% on average, mostly on the rally in FBNH (ex-FBNH, 

they declined by 4.0% on average). 

However, T-bill rates remain low enough that several of the banks in our coverage are 

likely to pay dividends much higher than T-bill yields, in some cases more than twice 

the T-bill yield. In terms of cost of equity, it is helpful to note that the yield on a 10-year 

Federal Government of Nigeria (FGN) Naira-denominated bond has fallen from 

12.74% in mid-2021 to 11.99% currently. Given cheap valuations, in historical terms, 

and compared with Sub-Saharan African (SSA) peers, this looks like a reasonable 

catalyst for stock prices to rise, in our view. 

For the most part, we have been cautious about forecasting significant earnings gains 

for the banks in 2022F. Although there is an upside risk to market yields from increased 

FGN borrowings to fund the deficit, the CBN’s body language from its last MPC 

meeting signalled that the lower-for-longer theme for yields is likely to persist a while. 

Elsewhere, the CBN’s CRR debits put pressure on the margins of several smaller and 

less liquid banks last year. The CBN has already resumed these debits in 2022 and is 

likely to continue this throughout the year, driving less liquid banks to increase their 

uptake of expensive interbank and term deposits for funding. 

The roll-out of the Basel III regulatory framework began in earnest in November 2021, 

and the impact of this on banks will become clear in FY 22. The CBN’s version of Basel 

III emphasises the importance of high-quality capital for banks. Specifically, it seeks to 

fortify banks’ capital by imposing additional capital buffers in the form of common 

equity tier-1 (CET1) capital and seeks to constrain the build-up of excessive on and off-

balance sheet leverage. We think that banks are likely to consider augmenting their 

core capital bases through a combination of external capital raises and internal 

retention. We have already seen ACCESS opt for the former in 2021; however, opting 

for the latter could lead to lower dividend payouts in future. 

 

Valuation and Rating Summary 

Zenith Bank 

Ticker ZENITHBANK 

Rating BUY 

Target price (N) 30.86 

Current price (N) 26.85 

Potential upside / (downside) +14.9% 

  

Guaranty Trust Holding Company 

Ticker GTCO 

Rating BUY 

Target price (N) 36.63 

Current price (N) 26.00 

Potential upside / (downside) 40.9% 

  

Access Bank 

Ticker ACCESS 

Rating BUY 

Target price (N) 12.88 

Current price (N) 10.35 

Potential upside / (downside) 24.4% 

  

FBN Holdings 

Ticker FBNH 

Rating SELL 

Target price (N) 8.34 

Current price (N) 11.40 

Potential upside / (downside) -26.8% 

  

United Bank for Africa 

Ticker UBA 

Rating BUY 

Target price (N) 11.72 

Current price (N) 8.45 

Potential upside / (downside) 38.7% 

  

Stanbic IBTC Holdings 

Ticker STANBIC 

Rating BUY 

Target price (N) 45.00 

Current price (N) 34.65 

Potential upside / (downside) 29.9% 

Prices in this report are as of 16 February 2022 

Source: NGX Exchange, Coronation Research estimates 
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Senior Analyst 
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Chart 28: Changes in 2022 forecasts  

Ticker Previous EPS (N) New EPS (N) Previous TP (N) New TP (N) Recommendation 

ZENITHBANK 9.16 7.48 30.86 30.86 BUY 

GTCO 8.49 6.55 36.63 36.63 BUY 

ACCESS 4.57 4.42 12.88 12.88 BUY 

FBNH 2.82 2.29 7.84 8.34 SELL 

UBA 4.73 4.31 9.95 11.72 BUY 

STANBIC 9.24 5.89 51.72 45.00 BUY 

Source: Coronation Research estimates  
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Zenith Bank 

Zenith Bank truly encapsulated the title of our last sector update Coronation  

Research Nigerian Banks: Resilience Built in (25 June 2021). Although the bank 

slightly underperformed our and consensus expectations in 9M 21, earnings were 

resilient amid the low yield environment. We expect FY 2021 numbers to reflect this, 

with earnings development likely to be flat. Nevertheless, its share price has 

delivered a 13.0% return since our last sector update, and we expect the bank to 

maintain its dividend of N3.00/s for 2021E, which translates to a still-attractive yield 

of 11.2%. Accordingly, we retain our BUY recommendation on the stock with a price 

target of N30.86.  

9M 21 slightly misses expectations. The group reported flattish Pre-tax profit (+1.4% 

y/y) and Net profit (+0.8% y/y) for the period. On balance, earnings were supported by 

the rise in Fees & Commission. In addition, Net interest income also increased slightly 

due to a reduction in the bank’s Cost of Funds. In our view, the preceding shows that 

the bank’s retail strategy is bearing fruit. Improvement in underlying performance 

offset the rise in operating expenses which were induced by regulatory charges. 

Improved earnings growth in FY 22 but still below FY 20 levels. With market yields 

expected to improve considerably in 2022, we expect Net interest income to pick up 

during the year. This line will likely be supported by the bank’s aggressive retail 

strategy, which saw its Cost of Funds (CoF) fall to 1.6% as at 9M 21, one of the lowest 

amongst our coverage banks. Notably, the bank’s Current Account Savings Account 

(CASA) mix increased to 73.6% in 9M 21 from 70.3% in 9M 20. Furthermore, we expect 

fee income to continue to benefit from the growth in retail. In 9M 21, fee income 

(+32.4%) surged on the back of a rise in current account maintenance fees (+41.9%). 

Further down the P&L, we expect costs to remain elevated, primarily on regulatory 

(AMCON) charges, as the bank’s balance sheet surpasses the N9trillion mark. Overall, 

we revise our 2022F EPS downwards to N7.75 from N9.16. However, this implies a 

9.2% growth on the 2021E EPS of N7.10. 

Valuation. ZENITHBANK is trading at a 2022 P/B of 0.6x (ROAE: 18.9%), in line with its 

SSA peer multiple of 0.6x. Consequently, we retain our price target at N30.86 and our 

BUY rating. Our TP implies a potential upside of 14.9% from current price levels. 

 
 
 
 
 
 
 
 
 
 

Zenith Bank ZENITHBANK 

Rating BUY 

Target price (N) 30.86 

Current price (N) 26.85 

Potential upside / (downside) +14.9% 

Market cap (Nbn/US$m) 843/ 2,024 

Free float 83.4% 

Bloomberg ZENITHBA:NL 

Reuters ZENITHB.LG 

  

Share price performance vs NGX-ASI (rebased) 

 
Prices in this report are as of 16 February 2022 

Source: NGX Exchange, Coronation Research estimates 

 

Analyst(s): 

Ope Ani 

Senior Analyst 

oani@coronationam.com 
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ZENITHBANK Summary of Financials 

 

  

Ba l a nce  S he e t (Nm) 2019A 2020A 2021F 2022F 2023F P e r S ha re  Da ta  (Na i ra ) 2019A 2020A 2021F 2022F 2023F

AS S ETS EPS 6.65 7.34 6.95 7.48 8.65

Net Loans 2,305,565 2,779,027 3,057,036 3,313,606 3,485,335 DPS 2.80 3.00 3.00 3.30 3.99

Gross Loans 2,305,565 2,779,027 3,057,036 3,313,606 3,485,335 Payout ratio 42.1% 40.9% 42.1% 44.1% 46.1%

Interbank 707,103 810,494 894,318 968,098 1,132,339 BV per share 30.00 35.59 39.55 44.00 49.28

Securities 1,582,490 2,574,791 2,730,538 3,080,511 3,378,038 Shares outstanding (millions) 31,396 31,396 31,396 31,396 31,396

Interest Earning Assets 4,595,158 6,164,312 6,681,893 7,362,215 7,995,711

Tota l  As s e ts 6,346,879 8,481,272 9,062,049 10,015,778 10,887,008 Ba l a nce  S he e t Ge a ri ng 2019A 2020A 2021E 2022E 2023E

Loan/deposit 54.1% 52.0% 51.0% 49.0% 47.0%

L IABIL ITIES Investment/assets 24.9% 30.4% 30.1% 30.8% 31.0%

Customer Deposits 4,262,289 5,339,911 5,994,188 6,762,461 7,415,605 Loan/assets 36.3% 32.8% 33.7% 33.1% 32.0%

Interbank Funding 0 0 0 0 0 Customer depositis/liabilities 78.9% 72.5% 76.6% 78.3% 79.4%

Long-term Funding 754,442 1,297,830 1,301,056 1,311,090 1,321,397 Debt/Liabilities 14.0% 17.6% 16.6% 15.2% 14.1%

Interest Bearing Liabilities 5,016,731 6,637,741 7,295,244 8,073,551 8,737,002

Tota l  L i a bi l i ti e s 5,404,993 7,363,799 7,820,440 8,634,471 9,339,823 As s e t Q ua l i ty /C a pi ta l 2019A 2020A 2021E 2022E 2023E

NPLs 105,796 125,200 137,235 135,550 135,550

S ha re hol de rs '  e qui ty 941,132 1,116,499 1,240,634 1,380,332 1,546,211 RWAs 4,196,156 4,831,015 5,236,647 5,769,820 6,266,296

Minority interests 754 974 974 974 974 Loan loss reserves 156,794 140,315 137,235 135,550 135,550

Tota l  l i a bi l i ti e s  &  e qui ty 6,346,879 8,481,272 9,062,049 10,015,778 10,887,008 Loan loss reserves/loans 6.8% 5.0% 4.5% 4.1% 3.9%

NPLs/loans 4.6% 4.5% 4.5% 4.1% 3.9%

Income  S ta te me nt (Nm) 2019A 2020A 2021F 2022F 2023F Loan loss reserves/NPLs 148.2% 112.1% 100.0% 100.0% 100.0%

Interest income 415,563 420,813 415,365 471,044 532,379 LLP/RWA 3.7% 2.9% 2.6% 2.3% 2.2%

Interest expense (148,532) (121,131) (104,036) (120,414) (138,377)

Ne t i nte re s t i ncome 267,031 299,682 311,330 350,629 394,002 Re turn Ra ti os 2019A 2020A 2021E 2022E 2023E

Fees & commissions 100,106 79,332 106,651 125,640 144,486 RoRWA 5.0% 4.8% 4.2% 4.1% 4.3%

Trading revenues 117,798 121,678 122,895 129,040 135,491 Pre-tax ROE 25.8% 22.9% 19.8% 20.5% 21.2%

Other income 14,216 50,735 35,515 33,739 35,426 ROE 22.2% 20.6% 17.6% 17.0% 17.6%

Total operating expenses (231,825) (256,032) (287,651) (306,901) (327,949) ROA 3.3% 2.7% 2.4% 2.3% 2.5%

P re - prov i s i on ope ra ti ng  prof i t267,326 295,395 288,739 332,147 381,456 ROAE 23.8% 22.4% 18.5% 17.9% 18.6%

Loan loss provisions (24,032) (39,534) (43,119) (48,866) (53,808) ROAA 3.4% 3.1% 2.5% 2.5% 2.6%

Associate 0 0 0 0 0

P re - ta x  prof i t 243,294 255,861 245,621 283,280 327,648 Re v e nue s 2019A 2020A 2021E 2022E 2023E

Tax (34,451) (25,296) (27,018) (48,158) (55,700) Asset margin 9.6% 7.8% 6.5% 6.7% 6.9%

Minorities (150) (191) (279) (300) (347) Liability margin 3.0% 2.1% 1.5% 1.6% 1.6%

Ne t prof i t 208,693 230,374 218,323 234,823 271,601 NIM 6.2% 5.6% 4.8% 5.0% 5.1%

Spread (ppts) 6.6% 5.7% 5.0% 5.1% 5.3%

Growth Ra te s 2019A 2020A 2021E 2022E 2023E Non-IR/ average assets 3.8% 3.4% 3.0% 3.0% 3.0%

Loans 26.5% 20.5% 10.0% 8.4% 5.2% Total rev/average assets 8.1% 7.4% 6.6% 6.7% 6.8%

Deposits 15.5% 25.3% 12.3% 12.8% 9.7% NII/Total revenues 53.5% 54.3% 54.0% 54.9% 55.5%

Assets 6.6% 33.6% 6.8% 10.5% 8.7% Fees/Total Revenues 20.1% 14.4% 18.5% 19.7% 20.4%

Equity 15.6% 18.6% 11.1% 11.3% 12.0% Trading/Total revenues 23.6% 22.1% 21.3% 20.2% 19.1%

RWA 36.0% 15.1% 8.4% 10.2% 8.6%

Net Interest income -9.7% 12.2% 3.9% 12.6% 12.4% C os t ra ti os 2019A 2020A 2021E 2022E 2023E

Non-interest income 29.0% 8.5% 5.3% 8.8% 9.4% Cost/income 46.4% 46.4% 49.9% 48.0% 46.2%

of which Fee Growth 22.4% -20.8% 34.4% 17.8% 15.0% Cost/ average assets 3.8% 3.5% 3.3% 3.2% 3.1%

Revenues 5.0% 10.5% 4.5% 10.9% 11.0% Effective tax 14.2% 9.9% 11.0% 17.0% 17.0%

Costs 2.8% 10.4% 12.3% 6.7% 6.9% No of employees 7,405 7,544

Pre-provision profits 6.9% 10.5% -2.3% 15.0% 14.8%

Loan loss provision 30.8% 64.5% 9.1% 13.3% 10.1% Va l ua ti on 2019A 2020A 2021F 2022F 2023F

Pre-tax profit 5.0% 5.2% -4.0% 15.3% 15.7% P/E (x) 4.0                 3.7                 3.9                 3.6                 3.1                 

Net profit 5.8% 10.4% -5.2% 7.6% 15.7% P/BV (x) 0.9                 0.8                 0.7                 0.6                 0.5                 

EPS 8.1% 10.4% -5.3% 7.6% 15.7% Dividend yield 10.4% 11.2% 11.2% 12.3% 14.9%

DPS 0.0% 7.1% 0.0% 9.9% 20.9%

Source: Company reports, Coronation Research estimates

Note: Naira in millions (except per-share data). Fiscal year ends in December. O/w - out of which
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Guaranty Trust Holding Company 

2021 was truly a challenging year for Guaranty Trust HoldCo in terms of 

profitability. Funded income and margins took a massive hit due to the 

group’s massive exposure to the CBN low-yield Special bills and despite 

funding costs crashing. In terms of share price performance, GTCO 

declined by 19.6% in 2021, the most among our coverage banks, as 

investors sold off in droves. We expect a rebound in earnings for the group 

in 2022, supported by an improvement in treasury yields and risk asset 

creation. Accordingly, we retain our BUY recommendation on the stock 

with a price target of N36.63. 

9M 21 missed expectations. The group reported a Pre-tax profit decline of 9.2% y/y 

and a Net profit decline of 9.6% y/y over the period. On balance, earnings were 

weighed by the drop in Net Interest Income, as Interest on investment securities 

slumped. Furthermore, the average yield earned on the group’s investment 

securities portfolio fell to 3.6% in 9M 21 from 12.7% in 9M 20. In our view, this was 

primarily attributable to the Central Bank of Nigeria’s (CBN) low yield (0.5% pa) 

Special Bills, which made up a substantial portion (52.3%) of the group’s investment 

securities portfolio. Positively, a surge in fee and commission income (+58.4%), on 

the back of a substantial rise in E-business Income, cushioned the blow. 

Restructuring not earnings accretive in FY22F. GTCO restructured into a HoldCo 

in H1 21 and plans to take advantage of opportunities in the asset management, 

pensions, fintech and payment services industries. GTCO has chosen to grow its 

asset management and pensions businesses inorganically as it has recently acquired 

Investment One Funds Management and Investment One Pension Managers. In the 

near term, we do not expect that income generated from these businesses will be 

substantial – their AUMs are small compared with the market leaders, and any 

revenue synergies will likely take some time to contribute meaningfully to Non-

interest revenue. For fintech and payment services, growth here is likely to be 

organic and, as such, will likely take time to scale. 

Earnings set to rebound in FY 22F. We forecast 2022F EPS growth of 9.2%, 

supported by our forecast 14.4% growth in fee income and 14.4% growth in Net 

interest income (NII). The NII growth reflects a forecast 22bps rise in average asset 

yields and 9.2% growth in interest-earning assets. Trading income is expected to 

grow at 5% in the year as FX liquidity issues are likely to persist. We expect cost 

growth to normalise in 2022F, rising by 8.3% and translating to a cost-to-income 

ratio of 41.7%.  

Valuation. GTCO is trading at a 2022 P/B of 0.9x (ROAE: 23.3%), a premium to its 

SSA peer multiple of 0.7x. Consequently, we retain our price target at N36.63 and 

our BUY rating. Our TP implies a potential upside of 40.9% from current price levels. 

Guaranty Trust Holding Company GTCO 

Rating BUY 

Target price (N) 36.63 

Current price (N) 26.00 

Potential upside / (downside) +40.9% 

Market cap (Nbn/US$m) 765 / 1,837 

Free float 99.9% 

Bloomberg GTCO:NL 

Reuters GT.CO 

  

Share price performance vs NGX-ASI (rebased) 

 
Prices in this report are as of 16 February 2022 

Source: NGX Exchange, Coronation Research estimates 
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GTCO Summary of Financials 

 

 

 

 

Ba l a nce  S he e t (Nm) 2019A 2020A 2021E 2022E 2023E P e r S ha re  Da ta  (NGN) 2019A 2020A 2021E 2022E 2023E

AS S ETS EPS 6.64 6.78 6.00 6.55 7.10

Net Loans 1,500,572 1,662,732 1,857,817 1,986,768 2,084,800 DPS 2.80 3.00 3.00 2.95 3.20

Gross Loans 1,567,758 1,743,709 1,883,206 2,015,030 2,115,781 Payout ratio 42.2% 44.2% 50.0% 45.0% 45.0%

Interbank 1,513 99 99 99 99 BV per share 27.13 27.72 28.38 29.62 31.17

Securities 1,431,075 1,793,321 2,156,078 2,400,682 2,628,178 Shares outstanding (millions) 29,431 29,431 29,431 29,431 29,431

Interest Earning Assets 2,991,197 3,518,352 4,087,566 4,465,296 4,793,591

Tota l  As s e ts 3,758,919 4,944,653 5,480,488 6,005,945 6,476,628 Ba l a nce  S he e t Ge a ri ng 2019A 2020A 2021E 2022E 2023E

Loan/deposit 59.3% 47.4% 46.4% 44.4% 42.4%

L IABIL ITIES Investment/assets 38.1% 36.3% 39.3% 40.0% 40.6%

Customer Deposits 2,532,540 3,509,319 4,005,469 4,476,516 4,919,069 Loan/assets 39.9% 33.6% 33.9% 33.1% 32.2%

Interbank Funding 107,518 101,510 233,297 346,711 393,504 Customer depositis/liabilities 82.5% 85.0% 86.2% 86.9% 88.0%

Long-term Funding 163,000 113,895 113,895 113,895 113,895 Debt/Liabilities 5.3% 2.8% 2.5% 2.2% 2.0%

Interest Bearing Liabilities 2,804,674 3,724,724 4,354,939 4,939,558 5,429,024

Tota l  L i a bi l i ti e s 3,071,581 4,130,258 4,646,786 5,152,816 5,587,052 As s e t Q ua l i ty /C a pi ta l 2019A 2020A 2021E 2022E 2023E

NPLs 102,453 111,464 106,187 102,269 99,501

S ha re hol de rs '  e qui ty 673,607 798,615 815,929 835,355 871,802 RWAs 2,462,073 2,808,076 3,188,301 3,482,931 3,739,001

Minority interests 13,730 15,781 17,774 17,774 17,774 Loan loss reserves 69,079 82,871 79,244 76,320 74,255

Tota l  l i a bi l i ti e s  &  e qui ty 3,758,919 4,944,653 5,480,488 6,005,945 6,476,628 Loan loss reserves/loans 4.4% 4.8% 4.2% 3.8% 3.5%

NPLs/loans 6.5% 6.4% 5.6% 5.1% 4.7%

Income  S ta te me nt (Nm) 2019A 2020A 2021E 2022E 2023E Loan loss reserves/NPLs 67.4% 74.3% 74.6% 74.6% 74.6%

Interest income 296,205 300,738 269,576 312,758 342,156 LLP/RWA 2.8% 3.0% 2.5% 2.2% 2.0%

Interest expense (64,842) (47,069) (44,503) (56,188) (67,743)

Ne t i nte re s t i ncome 231,363 253,668 225,072 256,570 274,413 Re turn Ra ti os 2019A 2020A 2021E 2022E 2023E

Fees & commissions 59,444 46,935 68,291 78,139 89,622 RoRWA 7.9% 7.1% 5.5% 5.5% 5.6%

Trading revenues 20,890 24,486 24,633 25,865 27,158 Pre-tax ROE 33.7% 29.2% 25.1% 28.1% 29.3%

Other income 55,894 80,017 69,144 72,601 76,231 ROE 29.0% 25.0% 21.6% 23.1% 24.0%

Total operating expenses (130,971) (147,438) (166,686) (180,449) (192,483) ROA 5.2% 4.0% 3.2% 3.2% 3.2%

P re - prov i s i on ope ra ti ng  prof i t236,620 257,668 220,454 252,725 274,941 ROAE 31.6% 27.1% 21.9% 23.3% 24.5%

Loan loss provisions (4,912) (19,573) (10,881) (12,669) (14,458) ROAA 5.5% 4.6% 3.4% 3.4% 3.3%

Associate 0 0 0 0 0

P re - ta x  prof i t 231,708 238,095 209,573 240,056 260,483 Re v e nue s 2019A 2020A 2021E 2022E 2023E

Tax (34,842) (36,655) (31,436) (45,611) (49,492) Asset margin 10.5% 9.2% 7.1% 7.3% 7.4%

Minorities (1,467) (1,830) (1,619) (1,767) (1,917) Liability margin 2.4% 1.4% 1.1% 1.2% 1.3%

Ne t prof i t 195,399 199,609 176,518 192,678 209,074 NIM 8.2% 7.8% 5.9% 6.0% 5.9%

Spread (ppts) 8.1% 7.8% 6.0% 6.1% 6.1%

Growth Ra te s 2019A 2020A 2021E 2022E 2023E Non-IR/ average assets 3.9% 3.4% 3.1% 3.1% 3.1%

Loans 19.2% 10.8% 11.7% 6.9% 4.9% Total rev/average assets 10.4% 9.3% 7.4% 7.5% 7.5%

Deposits 11.4% 38.6% 14.1% 11.8% 9.9% NII/Total revenues 62.9% 62.6% 58.1% 59.2% 58.7%

Assets 14.3% 31.5% 10.8% 9.6% 7.8% Fees/Total Revenues 16.2% 11.6% 17.6% 18.0% 19.2%

Equity 19.5% 18.6% 2.2% 2.4% 4.4% Trading/Total revenues 5.7% 6.0% 6.4% 6.0% 5.8%

RWA 18.3% 14.1% 13.5% 9.2% 7.4%

Net Interest income 4.0% 9.6% -11.3% 14.0% 7.0% C os t ra ti os 2019A 2020A 2021E 2022E 2023E

Non-interest income 8.8% 11.2% 7.0% 9.0% 9.3% Cost/income 35.6% 36.4% 43.1% 41.7% 41.2%

of which Fee Growth 17.8% -21.0% 45.5% 14.4% 14.7% Cost/ average assets 3.7% 3.4% 3.2% 3.1% 3.1%

Revenues 5.7% 10.2% -4.4% 11.9% 7.9% Effective tax 15.0% 15.4% 15.0% 19.0% 19.0%

Costs 3.0% 12.6% 13.1% 8.3% 6.7% No of employees 5,606 5,194

Pre-provision profits 7.3% 8.9% -14.4% 14.6% 8.8%

Loan loss provision 0.1% 298.5% -44.4% 16.4% 14.1% Va l ua ti on 2019A 2020A 2021F 2022F 2023F

Pre-tax profit 7.5% 2.8% -12.0% 14.5% 8.5% P/E (x) 3.9               3.8               4.3               4.0               3.7               

Net profit 6.2% 2.2% -11.6% 9.2% 8.5% P/BV (x) 1.1               1.0               0.9               0.9               0.9               

EPS 6.2% 2.2% -11.6% 9.2% 8.5% Dividend yield 10.8% 11.5% 11.5% 11.3% 12.3%

DPS 1.8% 7.1% 0.0% -1.8% 8.5%

Source: Company reports, Coronation Research estimates

Note: NGN in millions (except per-share data). Fiscal year ends in December. O/w - out of which
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Access Bank 

Since our last sector update, Coronation Research Nigerian Banks: 

Resilience Built in (25 June 2021), Access Bank’s share price has delivered 

an impressive 25.0% return. The bank outperformed our and consensus 

expectations in 9M 21, growing earnings by 18.9% y/y and it looks set to 

deliver its highest Net Profits and dividend yet. The bank has entered the 

final year of its five-year corporate strategy (2017-2022), and as it 

transitions into a holdco structure, we expect the diversification benefits of 

this to strengthen its investment case. The valuation remains compelling, in 

our view. We roll forward our valuation to 2022F, with the impact being an 

increase in our price target to N12.93/s. As a result, we retain our BUY 

recommendation on the stock. 

9M 21 better than expectations. Net profits grew by 18.9% in 9M 21, 21.6% ahead of 

our 2021F estimates when annualised, and were supported by growth in Net Interest 

Income. In our view, this is primarily attributable to the bank’s expanded investment 

securities portfolio (+14.9% in 9M 21) and increased portfolio yield, owing to its above-

market yielding swap bills with the CBN. However, Non-interest income fell short of 

our expectations during the period, declining by 2.0% y/y as Other income (-25.4% y/y) 

and Net trading revenues (-13.3% y/y) declined. 

Asset quality concerns remain. Asset quality has remained a concern as the bank 

continues to ‘nurture' the loan book inherited from the 2019 Diamond Bank merger. 

According to management, the NPL ratio at 9M 21 rose to 4.4% from 4.2% in 9M 20. 

However, despite the ongoing pandemic, the group's Cost of Risk was flat at 1.4% (9M 

20: 1.4%). Elsewhere, the bank has written off N77.38bn in loans as of 9M 21. We 

expect c. N100bn in write-offs for 2021 FY as the bank cleans up some of its legacy 

loans, e.g. Japaul. 

Say hello to Access Holdings. The HoldCo structure (Access Holdings plc) is set to 

consist of four subsidiaries designed to tap into the market opportunities in the 

regulated banking (Access Bank) and consumer lending (Grow Microfinance Bank 

Limited) markets, as well as the electronic payments (The Payment Services Company 

Limited), and retail insurance (Access Insurance Brokers Limited) markets. We 

welcome this development at a time when competitive pressures are intensifying in 

the traditional banking space, and banks need to find new revenue streams and value 

in new opportunities. 

Valuation. We have rolled forward our valuation to 2022 and therefore raised our 

target price to N12.93 from N12.88. Our new target price translates to a potential 

upside of 24.4% from current price levels. Accordingly, we have retained our BUY 

recommendation on the stock. Access Bank is trading at a 2022 P/B of 0.4x (2022 

ROAE: 17.3%), a discount to the SSA peer multiple of 0.6x.  

Access Bank ACCESS 

Rating BUY 

Target price (N) 12.93 

Current price (N) 10.35 

Potential upside / (downside) +24.4% 

Market cap (Nbn/US$m) 368 / 883 

Free float 81.5% 

Bloomberg ACCESS:NL 

Reuters ACCESS.LG 

  

Share price performance vs NGX-ASI (rebased) 

 
Prices in this report are as of 16  February 2022 

Source: NGX Exchange, Coronation Research estimates 

 

Analyst(s): 

Ope Ani 

Senior Analyst 

oani@coronationam.com 
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ACCESS Summary of Financials 

 

 

 

 

 

Ba l a nce  S he e t (Nm) 2019A 2020A 2021F 2022F 2023F P e r S ha re  Da ta  (NGN) 2019A 2020A 2021F 2022F 2023F

AS S ETS EPS 2.90 3.01 3.83 4.42 5.28

Net Loans 2,911,580 3,218,107 3,793,410 4,033,445 4,243,670 DPS 0.65 0.80 1.02 1.17 1.40

Gross Loans 3,102,970 3,367,161 3,973,250 4,171,913 4,380,508 Payout ratio 22.4% 26.6% 26.6% 26.6% 26.6%

Interbank 152,825 392,821 392,821 392,821 407,498 BV per share 17.07 21.13 24.11 27.46 31.49

Securities 1,214,423 1,957,501 2,300,566 2,530,260 2,756,949 Shares outstanding (millions) 35,545 35,545 35,545 35,545 35,545

Interest Earning Assets 5,001,892 6,292,302 7,903,611 8,480,120 9,030,427

Tota l  As s e ts 7,143,157 8,679,748 10,592,909 11,416,846 12,214,383 Ba l a nce  S he e t Ge a ri ng 2019A 2020A 2021F 2022F 2023F

Loan/deposit 68.4% 57.6% 60.2% 58.2% 56.2%

L IABIL ITIES Investment/assets 17.0% 22.6% 21.7% 22.2% 22.6%

Customer Deposits 4,255,837 5,587,418 6,305,830 6,935,419 7,556,769 Loan/assets 40.8% 37.1% 35.8% 35.3% 34.7%

Interbank Funding 1,186,356 958,397 1,970,398 2,011,462 2,011,462 Customer depositis/liabilities 65.1% 70.5% 64.8% 66.4% 68.1%

Long-term Funding 744,591 960,615 960,615 960,615 960,615 Debt/Liabilities 11.4% 12.1% 9.9% 9.2% 8.7%

Interest Bearing Liabilities 6,197,110 7,520,019 9,250,431 9,921,085 10,542,435

Tota l  L i a bi l i ti e s 6,536,417 7,928,706 9,735,894 10,440,817 11,094,900 As s e t Q ua l i ty /C a pi ta l 2019A 2020A 2021F 2022F 2023F

NPLs 186,296 161,103 163,035 156,225 173,592

S ha re hol de rs '  e qui ty 598,211 743,703 849,675 968,690 1,112,144 RWAs 3,621,011 3,827,611 4,807,771 5,158,462 5,493,214

Minority interests 8,529 7,339 7,339 7,339 7,339 Loan loss reserves 191,391 149,062 108,690 124,980 133,533

Tota l  l i a bi l i ti e s  &  e qui ty 7,143,157 8,679,748 10,592,909 11,416,846 12,214,383 Loan loss reserves/loans 6.2% 4.4% 2.7% 3.0% 3.0%

NPLs/loans 6.0% 4.8% 4.1% 3.7% 4.0%

Income  S ta te me nt (Nm) 2019A 2020A 2021F 2022F 2023F Loan loss reserves/NPLs 102.7% 92.5% 66.7% 80.0% 76.9%

Interest income 536,847 489,217 639,239 752,605 821,605 LLP/RWA 5.3% 3.9% 2.3% 2.4% 2.4%

Interest expense (259,618) (226,267) (278,339) (330,644) (356,284)

Ne t i nte re s t i ncome 277,229 262,950 360,901 421,961 465,321 Re turn Ra ti os 2019A 2020A 2021F 2022F 2023F

Fees & commissions 74,047 93,573 118,918 139,602 156,343 RoRWA 2.7% 2.8% 2.9% 3.1% 3.5%

Trading revenues (17,774) 114,326 102,894 97,749 104,591 Pre-tax ROE 19.0% 16.8% 19.3% 20.4% 21.2%

Other income 55,836 44,474 35,579 37,358 39,226 ROE 16.1% 14.1% 16.1% 16.3% 17.0%

Total operating expenses (253,770) (326,509) (383,082) (420,638) (455,161) ROA 1.4% 1.2% 1.3% 1.4% 1.6%

P re - prov i s i on ope ra ti ng  prof i t135,568 188,815 235,210 276,033 310,321 ROAE 17.9% 15.6% 17.1% 17.3% 18.0%

Loan loss provisions (20,189) (62,893) (69,734) (77,379) (72,696) ROAA 1.6% 1.3% 1.4% 1.4% 1.6%

Associate 0 0 0 0 0

P re - ta x  prof i t 115,379 125,922 165,476 198,653 237,625 Re v e nue s 2019A 2020A 2021F 2022F 2023F

Tax (17,869) (19,912) (27,572) (39,731) (47,525) Asset margin 12.8% 8.7% 9.0% 9.2% 9.4%

Minorities (1,008) (1,327) (1,726) (1,989) (2,379) Liability margin 5.0% 3.3% 3.3% 3.4% 3.5%

Ne t prof i t 96,502 104,683 136,178 156,934 187,721 NIM 6.6% 4.7% 5.1% 5.2% 5.3%

Spread (ppts) 7.8% 5.4% 5.7% 5.7% 5.9%

Growth Ra te s 2019A 2020A 2021F 2022F 2023F Non-IR/ average assets 1.9% 3.2% 2.7% 2.5% 2.5%

Loans 49.1% 8.5% 18.0% 5.0% 5.0% Total rev/average assets 6.4% 6.5% 6.4% 6.3% 6.5%

Deposits 65.9% 31.3% 12.9% 10.0% 9.0% NII/Total revenues 71.2% 51.0% 58.4% 60.6% 60.8%

Assets 44.2% 21.5% 22.0% 7.8% 7.0% Fees/Total Revenues 19.0% 18.2% 19.2% 20.0% 20.4%

Equity 23.9% 24.3% 14.2% 14.0% 14.8% Trading/Total revenues -4.6% 22.2% 16.6% 14.0% 13.7%

RWA 39.3% 5.7% 25.6% 7.3% 6.5%

Net Interest income 59.7% -5.2% 37.3% 16.9% 10.3% C os t ra ti os 2019A 2020A 2021F 2022F 2023F

Non-interest income -18.9% 125.1% 2.0% 6.7% 9.3% Cost/income 65.2% 63.4% 62.0% 60.4% 59.5%

of which Fee Growth 41.1% 26.4% 27.1% 17.4% 12.0% Cost/ average assets 4.2% 4.1% 4.0% 3.8% 3.9%

Revenues 24.9% 32.4% 20.0% 12.7% 9.9% Effective tax 15.5% 15.8% 16.7% 20.0% 20.0%

Costs 30.8% 28.7% 17.3% 9.8% 8.2% No of employees 6,898 6,781

Pre-provision profits 15.0% 39.3% 24.6% 17.4% 12.4%

Loan loss provision 37.7% 211.5% 10.9% 11.0% -6.1% Va l ua ti on 2019A 2020A 2021F 2022F 2023F

Pre-tax profit 11.8% 9.1% 31.4% 20.0% 19.6% P/E (x) 3.6                 3.5                 2.7                 2.3                 2.0                 

Net profit 2.6% 8.5% 30.1% 15.2% 19.6% P/BV (x) 0.6                 0.5                 0.4                 0.4                 0.3                 

EPS -12.4% 3.8% 27.3% 15.2% 19.6% Dividend yield 6.3% 7.7% 9.8% 11.3% 13.6%

DPS 30.0% 23.1% 27.3% 15.2% 19.6%

Source: Company reports, Coronation Research estimates

Note: N in millions (except per-share data). Fiscal year ends in December. O/w - out of which
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FBN Holdings 

FBNH delivered a 59.4% share price return in 2021. However, this rally was 

not backed by fundamentals, in our view. Rather a stake-build by the now 

single largest shareholder drove the stock to its highest levels since 2018. In 

terms of financial performance, earnings almost halved compared with the 

previous year as the yield on its securities portfolio slumped. In addition, 

concerns around corporate governance persisted amidst multiple board and 

management team reshuffles last year. On our expectation of improved 

market yields, we expect earnings to recover in 2022F but not to the FY 

2020 level. We roll forward our valuation and increase our TP to N8.34/s 

from N7.80/s. We retain our SELL recommendation on the stock. 

Weak performance 9M 21. The group reported a disappointing Pre-tax profit decline 

of 11.7% y/y and Net profits decline of 40.1% y/y over 9M 21. On balance, earnings 

were weighed by the fall in Net Interest Income, as Interest on investment securities 

plunged. In our view, this is primarily attributable to the Central Bank of Nigeria's 

(CBN) low yield (0.5% pa) Special Bills, which made up a substantial portion of the 

group's securities portfolio (c.36% as of H1 21 according to management) during the 

period. 

Improved earnings growth in prospect in FY 22 but still likely to be below FY 20 

levels. With market yields expected to improve considerably in 2022, we expect 

income from loans and securities to pick up during the year. In addition, improved asset 

yields are likely to benefit the group's NIM in 2022F. FBNH does not lack initiatives in 

digital banking and points to a strongly rising trend in e-banking, with e-banking fees 

having grown by 32.7% y/y in H1 21, despite regulatory developments reducing fees 

by c. 50%. With management's continued focus on transaction-led and electronic 

banking offerings, we forecast Net fee and commission income to grow by 15% in 

2022F. Further down the P&L, we expect costs to remain elevated, primarily due to 

regulatory (AMCON) charges. Overall, we forecast 2022F EPS of N2.29, which implies 

32.5% growth on the 2021E EPS of N1.73. 

Corporate governance concerns remain. FBNH went through multiple board and 

management team changes during 2021, the most recent being the sudden resignation 

of the CBN-appointed chairman after only seven months in the role. In addition, a new 

entity emerged as the single largest shareholder with a stake of c.7%. As such, there is 

still uncertainty around how this will impact the execution of the group's strategy 

going forward.  

Valuation. We have rolled forward our valuation to 2022F and therefore raised our 

target price to N8.34 from N7.80. Our new target price translates to a potential 

downside of 26.8% from current price levels. Accordingly, we have retained our SELL 

recommendation on the stock. FBNH is trading at a 2022 P/B of 0.5x (2022 ROAE: 

8.0%), a discount to the SSA peer multiple of 0.6x. 

FBN Holdings FBNH 

Rating SELL 

Target price (N) 8.34 

Current price (N) 11.40 

Potential upside / (downside) -26.8% 

Market cap (Nbn/US$m) 409 / 982 

Free float 96.8% 

Bloomberg FBNH:NL 

Reuters FBNH.LG 

  

Share price performance vs NGX-ASI (rebased) 

 
Prices in this report are as of 16 February 2022 

Source: NGX Exchange, Coronation Research estimates 

 

Analyst(s): 

Ope Ani 

Senior Analyst 

oani@coronationam.com 
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FBNH Summary of Financials 

  

Ba l a nce  S he e t (Nm) 2019A 2020A 2021F 2022F 2023F P e r S ha re  Da ta  (NGN) 2019A 2020A 2021F 2022F 2023F

AS S ETS EPS 1.95 2.45 1.73 2.29 2.79

Net Loans 1,852,411 2,217,268 2,842,247 3,018,805 3,155,678 DPS 0.38 0.45 0.34 0.47 0.60

Gross Loans 1,931,321 2,291,545 2,956,093 3,163,020 3,321,171 Payout ratio 19.5% 18.4% 19.4% 20.4% 21.4%

Interbank 754,910 1,016,823 1,016,823 1,060,690 1,150,921 BV per share 17.99 21.06 22.34 24.30 26.62

Securities 1,697,190 1,675,644 1,939,244 2,100,828 2,240,814 Shares outstanding (millions) 35,896 35,896 35,896 35,896 35,896

Interest Earning Assets 4,304,511 4,909,735 5,798,314 6,180,323 6,547,414

Tota l  As s e ts 6,203,526 7,689,028 8,743,610 9,348,900 9,909,912 Ba l a nce  S he e t Ge a ri ng 2019A 2020A 2021E 2022E 2023E

Loan/deposit 46.1% 45.3% 51.1% 50.1% 49.1%

L IABIL ITIES Investment/assets 27.4% 21.8% 22.2% 22.5% 22.6%

Customer Deposits 4,019,836 4,894,715 5,563,093 6,026,626 6,428,204 Loan/assets 29.9% 28.8% 32.5% 32.3% 31.8%

Interbank Funding 860,486 1,039,220 1,268,681 1,268,681 1,268,681 Customer depositis/liabilities 72.5% 70.7% 70.1% 71.2% 71.9%

Long-term Funding 250,596 379,484 432,905 454,550 477,278 Debt/Liabilities 4.5% 5.5% 5.5% 5.4% 5.3%

Interest Bearing Liabilities 5,142,931 6,325,525 7,276,785 7,761,963 8,186,269

Tota l  L i a bi l i ti e s 5,542,401 6,923,857 7,932,472 8,467,459 8,945,128 As s e t Q ua l i ty /C a pi ta l 2019A 2020A 2021E 2022E 2023E

NPLs 197,002 192,288 245,850 288,592 338,002

S ha re hol de rs '  e qui ty 645,609 756,086 802,053 872,357 955,699 RWAs 3,018,951 3,203,644 3,826,887 4,079,013 4,321,293

Minority interests 15,516 9,085 9,085 9,085 9,085 Loan loss reserves 78,910 74,277 96,791 113,619 133,072

Tota l  l i a bi l i ti e s  &  e qui ty 6,203,526 7,689,028 8,743,610 9,348,900 9,909,912 Loan loss reserves/loans 4.1% 3.2% 3.3% 3.6% 4.0%

NPLs/loans 10.2% 8.4% 8.3% 9.1% 10.2%

Income  S ta te me nt (Nm) 2019A 2020A 2021F 2022F 2023F Loan loss reserves/NPLs 40.1% 38.6% 39.4% 39.4% 39.4%

Interest income 431,934 384,798 352,242 401,332 435,587 LLP/RWA 2.6% 2.3% 2.5% 2.8% 3.1%

Interest expense (152,342) (133,183) (131,067) (145,141) (153,204)

Ne t i nte re s t i ncome 279,592 251,615 221,174 256,191 282,383 Re turn Ra ti os 2019A 2020A 2021E 2022E 2023E

Fees & commissions 82,898 93,776 114,594 131,783 151,814 RoRWA 2.2% 2.4% 1.7% 2.1% 2.4%

Trading revenues 30,102 25,235 0 0 0 Pre-tax ROE 11.4% 10.9% 9.7% 12.1% 13.4%

Other income 24,882 55,692 37,547 41,576 46,092 ROE 11.1% 11.7% 7.8% 9.5% 10.6%

Total operating expenses (291,182) (292,501) (301,843) (327,193) (355,669) ROA 1.1% 1.0% 0.7% 0.9% 1.0%

P re - prov i s i on ope ra ti ng  prof i t126,292 133,817 118,157 153,710 181,109 ROAE 12.0% 12.6% 8.0% 9.9% 11.1%

Loan loss provisions (51,093) (50,596) (39,357) (47,423) (51,874) ROAA 1.1% 1.1% 0.8% 0.9% 1.1%

Associate 87 482 (489) 0 0

P re - ta x  prof i t 75,286 83,703 78,310 106,287 129,235 Re v e nue s 2019A 2020A 2021E 2022E 2023E

Tax (9,242) (8,111) (14,879) (22,320) (27,139) Asset margin 10.0% 8.4% 6.6% 6.7% 6.8%

Minorities (3,747) (1,744) (1,231) (1,632) (1,984) Liability margin 3.1% 2.3% 1.9% 1.9% 1.9%

Ne t prof i t 69,918 87,986 62,120 82,335 100,112 NIM 6.5% 5.5% 4.1% 4.3% 4.4%

Spread (ppts) 6.9% 6.0% 4.7% 4.8% 4.9%

Growth Ra te s 2019A 2020A 2021E 2022E 2023E Non-IR/ average assets 2.3% 2.5% 1.9% 1.9% 2.1%

Loans 10.9% 19.7% 28.2% 6.2% 4.5% Total rev/average assets 7.1% 6.1% 5.1% 5.3% 5.6%

Deposits 15.3% 21.8% 13.7% 8.3% 6.7% NII/Total revenues 67.0% 59.0% 52.7% 53.3% 52.6%

Assets 11.4% 23.9% 13.7% 6.9% 6.0% Fees/Total Revenues 19.9% 22.0% 27.3% 27.4% 28.3%

Equity 25.0% 17.1% 6.1% 8.8% 9.6% Trading/Total revenues 7.2% 5.9% 0.0% 0.0% 0.0%

RWA 17.6% 6.1% 19.5% 6.6% 5.9%

Net Interest income -2.0% -10.0% -12.1% 15.8% 10.2% C os t ra ti os 2019A 2020A 2021E 2022E 2023E

Non-interest income 4.5% 26.7% -12.9% 13.9% 14.2% Cost/income 69.7% 68.6% 71.9% 68.0% 66.3%

of which Fee Growth 10.0% 13.1% 22.2% 15.0% 15.2% Cost/ average assets 4.9% 4.2% 3.7% 3.6% 3.7%

Revenues 0.0% 2.1% -12.4% 15.1% 11.8% Effective tax 12.3% 9.7% 19.0% 21.0% 21.0%

Costs 9.5% 0.5% 3.2% 8.4% 8.7% No of employees 9,015 8,341

Pre-provision profits -16.5% 6.0% -11.7% 30.1% 17.8%

Loan loss provision -41.6% -1.0% -22.2% 20.5% 9.4% Va l ua ti on 2019A 2020A 2021F 2022F 2023F

Pre-tax profit 17.9% 11.2% -6.4% 35.7% 21.6% P/E (x) 5.9               4.7               6.6               5.0               4.1               

Net profit 21.2% 25.8% -29.4% 32.5% 21.6% P/BV (x) 0.6               0.5               0.5               0.5               0.4               

EPS 18.2% 25.6% -29.4% 32.5% 21.6% Dividend yield 3.3% 3.9% 2.9% 4.1% 5.2%

DPS 46.2% 18.4% -25.5% 39.4% 27.6%

Source: Company reports, Coronation Research estimates

Note: NGN in millions (except per-share data). Fiscal year ends in December. O/w - out of which
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United Bank for Africa 

As we described in Coronation Research's Nigerian Banks: Resilience Built 

in (25 June 2021), the key investment case for UBA remains the earnings 

diversification benefits of its non-Nigerian African subsidiaries. This proved 

to be vital in 2021 as growth in its Rest of Africa business led to the group 

outperforming its peers in terms of profit advance amidst the challenging 

operating environment in Nigeria. In FY 22, we expect NII to drive growth 

on the back of an expected improvement in market yields. We roll forward 

our valuation to 2022F, with the impact being an increase in our price target 

to N11.72/s from N9.95/s. As a result, we retain our BUY recommendation 

on the stock. 

9M 21 in line with expectations. The group reported Pre-tax profit growth of 36.5% 

y/y and Net profit growth of 36.2% y/y. On balance, earnings growth was driven by Net 

interest income, primarily on strong growth in interest on loans and interbank lending. 

On the former, Net loans had grown by 12.4% at 9M 21, while on the latter, we think 

the group was able to invest some of its excess cash at favourable rates in the interbank 

market. We note that the bank's liquidity ratio (9M 21: 53.0%) is far in excess of the 

regulatory minimum of 30.0% and is one of the highest in the industry. 

Non-Nigeria exposure is a huge benefit. Although segmented numbers were not 

available as of 9M 21, the impact of the Rest of Africa business was clear as of H1 21 – 

it made up 73.6% of group PBT and generated annualised RoE of 21.9%, compared with 

the Nigerian subsidiary's 9.8%.  

Retail strategy is yielding positive results. Management’s strategic focus on the retail 

banking segment is paying off as the group's cost of funds dropped to a record-low 

2.2% in 9M 21. Low-cost deposits grew by 7.9% and made up 82.3% of total deposits in 

the period. 

Improved earnings growth forecast in FY 22. With market yields expected to improve 

considerably in 2022, we expect Net interest income to continue driving growth during 

the year. This line will likely be supported by the bank's aggressive retail strategy as 

well as an intended expansion in the loan book. We also expect fee income growth to 

remain solid as the bank continues to grow market share in digital banking and expand 

trade facilitation across Africa. Further down the P&L, we forecast cost growth of 12% 

and a cost-to-income ratio of 59.9%, as we expect the group's pan-African presence to 

cushion cost pressures. Overall, we forecast 2022F EPS of N4.13, which implies a 

10.2% growth on our 2021E EPS of N3.91. 

Valuation. We have rolled forward our valuation to 2022 and therefore raised our 

target price to N11.72/s from N9.95/s. Our new target price translates to a potential 

upside of 38.7% from current price levels. Accordingly, we have retained our BUY 

recommendation on the stock. UBA is trading at a 2022 P/B of 0.3x (2022 ROAE: 

17.0%), a significant discount to the SSA peer multiple of 0.7x.  

United Bank for Africa UBA 

Rating BUY 

Target price (N) 11.72 

Current price (N) 8.45 

Potential upside / (downside) +38.7% 

Market cap (Nbn/US$m) 289/694 

Free float 79.3% 

Bloomberg UBA:NL 

Reuters UBA.LG 

  

Share price performance vs NGX-ASI (rebased) 
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UBA Summary of Financials 

 

 

 

 

 

Ba l a nce  S he e t (Nm) 2019A 2020A 2021F 2022F 2023F P e r S ha re  Da ta  (NGN) 2019A 2020A 2021F 2022F 2023F

AS S ETS EPS 2.52 3.20 3.91 4.31 4.67

Net Loans 2,061,147 2,554,975 3,049,900 3,382,396 3,627,474 DPS 1.00 0.52 1.02 1.21 1.40

Gross Loans 2,147,283 2,666,322 3,172,923 3,490,215 3,734,531 Payout ratio 39.7% 16.3% 26.0% 28.0% 30.0%

Interbank 108,211 77,419 77,419 197,961 197,961 BV per share 17.49 21.17 24.53 27.92 31.50

Securities 1,673,938 2,795,191 3,085,557 3,111,086 3,286,294 Shares outstanding (millions) 34,199 34,199 34,199 34,199 34,199

Interest Earning Assets 5,239,524 7,302,203 7,967,555 8,605,891 9,132,385

Tota l  As s e ts 5,604,052 7,697,980 8,490,933 9,174,574 9,739,192 Ba l a nce  S he e t Ge a ri ng 2019A 2020A 2021E 2022E 2023E

Loan/deposit 53.8% 45.0% 50.0% 51.0% 52.0%

L IABIL ITIES Investment/assets 29.9% 36.3% 36.3% 33.9% 33.7%

Customer Deposits 3,832,884 5,676,011 6,099,799 6,632,148 6,975,912 Loan/assets 36.8% 33.2% 35.9% 36.9% 37.2%

Interbank Funding 267,070 418,157 637,239 637,239 698,607 Customer depositis/liabilities 76.6% 81.4% 79.7% 80.7% 80.5%

Long-term Funding 788,730 694,355 479,254 493,632 508,441 Debt/Liabilities 15.8% 10.0% 6.3% 6.0% 5.9%

Interest Bearing Liabilities 4,890,314 6,795,452 7,225,725 7,772,452 8,192,392

Tota l  L i a bi l i ti e s 5,006,074 6,973,832 7,651,924 8,219,775 8,661,883 As s e t Q ua l i ty /C a pi ta l 2019A 2020A 2021E 2022E 2023E

NPLs 114,002 128,801 103,210 91,162 85,382

S ha re hol de rs '  e qui ty 597,978 724,148 839,009 954,799 1,077,309 RWAs 2,018,998 2,434,326 2,656,134 2,868,935 3,044,451

Minority interests 19,405 29,080 29,080 29,080 29,080 Loan loss reserves 86,136 111,345 93,827 91,162 85,382

Tota l  l i a bi l i ti e s  &  e qui ty 5,604,052 7,697,980 8,490,933 9,174,574 9,739,192 Loan loss reserves/loans 4.0% 4.2% 3.0% 2.6% 2.3%

NPLs/loans 5.3% 4.8% 3.3% 2.6% 2.3%

Income  S ta te me nt (Nm) 2019A 2020A 2021F 2022F 2023F Loan loss reserves/NPLs 75.6% 86.4% 90.9% 100.0% 100.0%

Interest income 404,830 427,862 461,775 514,108 558,795 LLP/RWA 4.3% 4.6% 3.5% 3.2% 2.8%

Interest expense (182,955) (168,395) (153,519) (161,577) (175,380)

Ne t i nte re s t i ncome 221,875 259,467 308,256 352,531 383,415 Re turn Ra ti os 2019A 2020A 2021E 2022E 2023E

Fees & commissions 80,004 82,608 92,084 103,135 113,448 RoRWA 4.4% 4.7% 5.2% 5.3% 5.5%

Trading revenues 37,627 59,450 38,643 40,575 42,603 Pre-tax ROE 18.6% 18.2% 20.0% 19.8% 19.3%

Other income 6,787 6,120 9,486 10,435 11,478 ROE 14.9% 15.7% 16.5% 15.9% 15.2%

Total operating expenses (217,167) (249,847) (270,655) (303,449) (327,322) ROA 1.5% 1.4% 1.6% 1.6% 1.6%

P re - prov i s i on ope ra ti ng  prof i t129,126 157,798 177,814 203,226 223,623 ROAE 16.2% 17.2% 17.8% 17.0% 16.2%

Loan loss provisions (18,252) (27,009) (11,678) (13,993) (15,894) ROAA 1.6% 1.6% 1.7% 1.7% 1.7%

Associate 413 1,071 1,451 0 0

P re - ta x  prof i t 111,287 131,860 167,587 189,233 207,728 Re v e nue s 2019A 2020A 2021E 2022E 2023E

Tax (22,198) (18,095) (28,490) (35,954) (41,546) Asset margin 8.2% 6.8% 6.0% 6.2% 6.3%

Minorities (2,869) (4,438) (5,426) (5,979) (6,483) Liability margin 4.0% 2.9% 2.2% 2.2% 2.2%

Ne t prof i t 86,220 109,327 133,671 147,300 159,700 NIM 4.5% 4.1% 4.0% 4.3% 4.3%

Spread (ppts) 4.2% 3.9% 3.9% 4.0% 4.1%

Growth Ra te s 2019A 2020A 2021E 2022E 2023E Non-IR/ average assets 2.4% 2.2% 1.7% 1.7% 1.8%

Loans 20.2% 24.0% 19.4% 10.9% 7.2% Total rev/average assets 6.6% 6.1% 5.5% 5.7% 5.8%

Deposits 14.4% 48.1% 7.5% 8.7% 5.2% NII/Total revenues 64.1% 63.7% 68.7% 69.6% 69.6%

Assets 15.1% 37.4% 10.3% 8.1% 6.2% Fees/Total Revenues 23.1% 20.3% 20.5% 20.4% 20.6%

Equity 19.0% 21.1% 15.9% 13.8% 12.8% Trading/Total revenues 10.9% 14.6% 8.6% 8.0% 7.7%

RWA 10.2% 20.6% 9.1% 8.0% 6.1%

Net Interest income 7.9% 16.9% 18.8% 14.4% 8.8% C os t ra ti os 2019A 2020A 2021E 2022E 2023E

Non-interest income 21.3% 19.1% -5.4% 9.9% 8.7% Cost/income 62.7% 61.3% 60.4% 59.9% 59.4%

of which Fee Growth 22.2% 3.3% 11.5% 12.0% 10.0% Cost/ average assets 4.1% 3.8% 3.3% 3.4% 3.5%

Revenues 12.4% 17.7% 10.0% 13.0% 8.7% Effective tax 19.9% 13.7% 17.0% 19.0% 20.0%

Costs 10.0% 15.0% 8.3% 12.1% 7.9% No of employees 13,237 10,838

Pre-provision profits 16.5% 22.2% 12.7% 14.3% 10.0%

Loan loss provision 303.0% 48.0% -56.8% 19.8% 13.6% Va l ua ti on 2019A 2020A 2021F 2022F 2023F

Pre-tax profit 4.2% 18.5% 27.1% 12.9% 9.8% P/E (x) 2.2                 2.0                 1.8                 1.7                 1.6                 

Net profit 14.4% 26.8% 22.3% 10.2% 8.4% P/BV (x) 0.3                 0.3                 0.3                 0.2                 0.2                 

EPS 14.4% 26.8% 22.3% 10.2% 8.4% Dividend yield 11.8% 6.2% 12.0% 14.3% 16.6%

DPS 17.6% -48.0% 95.4% 18.7% 16.2%

Source: Company reports, Coronation Research estimates

Note: N in millions (except per-share data). Fiscal year ends in December. O/w - out of which
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Stanbic IBTC Holdings 

2021 was STANBIC's toughest year in terms of profitability in recent years 

– the group's RoAE fell to 15.1% (FY 20: 24.4%), the lowest level since 2015, 

while Net profits declined to the lowest level since 2017 as trading revenues 

slumped. Investors have since punished the poor performance as the group's 

stock declined by 4.7% in 2021 and has fallen by 4.0% already this year. The 

expected pick-up in yields in 2022 will likely bode well for funded income. 

However, continued growth in fee income is likely to be the primary driver 

of growth during the year. We have lowered our price target to N45.00/s 

from N51.72/s but retain our BUY recommendation on the stock. 

FY 21 missed expectations. Net profits declined by 32.8% y/y –the first decline since 

FY 2015 – to a 4-year low of N54.40bn, far below our expectations. Earnings were 

weighed by the drop in Trading revenues (-74.5% y/y), which, in our view, is primarily 

attributable to reduced fixed income trading activities, limited FX flows and a reduced 

derivative portfolio. Elsewhere, Net interest income was almost flat (+1.6% y/y).  

Fee income to likely drive FY 22 earnings growth. We expect fee income (2022F: 

+10.9%) to be the primary driver of growth in 2022F as the group remains the 

dominant asset manager in the country and is well-positioned to benefit from the rapid 

growth of the mutual fund industry. We highlight the launch of the group's 

infrastructure fund as a potential source of fees going forward. Consequently, we 

forecast an 11.1% CAGR for fee income over FY21-24F. 

A new normal for trading income. Trading revenues accounted for an average of 

20.0% of net revenues from FY17-20 following the advent of the I&E window. 

However, weak fixed income trading activity, poor FX liquidity and a dearth of foreign 

portfolio inflows saw trading revenues slump in FY21 (7.8% of net revenues). We 

expect a gradual recovery in trading income in 2022F as fixed income market activity 

improves. However, we do not expect a return to pre-2021 levels, especially while FX 

liquidity issues persist. Consequently, we have slashed our estimates of trading 

revenues for 2022-2024F by 73.6% on average, which implies trading revenues will 

make up less than 10.0% of net revenue over the period. 

Cost growth to normalise. Costs spiked by an above-average 12.8% in FY 21, primarily 

due to regulatory charges. This brought the group’s cost-to-income ratio to 62.1%, an 

eight-year high. We expect cost growth to normalise in 2022F, rising by 6.2%, implying 

a cost-to-income ratio of 57.9%. Overall, we expect Net profits to grow 18.0% in 

2022F. 

Valuation. We have lowered our target price to N45.00/s, from N51.72/s, which 

translates to a potential upside of 29.9% from current price levels. Accordingly, we 

have retained our BUY recommendation on the stock. Stanbic IBTC is trading at a 2022 

P/B of 1.1x (2022 ROAE: 17.2%), a premium to the SSA peer multiple of 0.6x. 

Stanbic IBTC Holdings STANBIC 

Rating BUY 

Target price (N) 45.00 

Current price (N) 34.65 

Potential upside / (downside) +29.9% 

Market cap (Nbn/US$m) 449 / 1,078 

Free float 31.5% 

Bloomberg STANBIC:NL 

Reuters IBTC.LG 

  

Share price performance vs NGX-ASI (rebased) 

 
Prices in this report are as of 16 February 2022 

Source: NGX Exchange, Coronation Research estimates 
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STANBIC Summary of Financials 

 
  

Ba l a nce  S he e t (Nm) 2020A 2021A 2022F 2023F 2024F P e r S ha re  Da ta  (NGN) 2020A 2021A 2022F 2023F 2024F

AS S ETS EPS 7.29 4.20 4.95 5.89 7.03

Net Loans 625,139 921,044 1,070,583 1,241,141 1,426,543 DPS 4.00 2.50 3.21 4.10 5.26

Gross Loans 655,292 921,044 1,086,832 1,260,725 1,449,834 Payout ratio 54.9% 59.5% 64.9% 69.5% 74.9%

Interbank 7,828 16,096 16,096 16,096 16,096 BV per share 34.09 29.09 31.36 33.72 36.22

Securities 781,931 735,354 884,596 1,019,074 1,163,983 Shares outstanding (millions) 11,106 12,958 12,958 12,958 12,958

Interest Earning Assets 1,407,070 1,656,398 1,836,396 2,123,373 2,434,227

Tota l  As s e ts 2,486,306 2,746,778 3,240,988 3,726,372 4,250,540 Ba l a nce  S he e t Ge a ri ng 2020A 2021A 2022F 2023F 2024F

Loan/deposit 76.2% 81.8% 79.0% 79.5% 80.0%

L IABIL ITIES Investment/assets 31.4% 26.8% 27.3% 27.3% 27.4%

Customer Deposits 819,944 1,126,535 1,355,169 1,561,183 1,783,179 Loan/assets 25.1% 33.5% 33.0% 33.3% 33.6%

Interbank Funding 505,622 431,667 475,876 653,328 761,054 Customer depositis/liabilities 38.9% 47.5% 47.8% 47.5% 47.2%

Long-term Funding 180,300 184,057 184,057 184,057 184,057 Debt/Liabilities 8.6% 7.8% 6.5% 5.6% 4.9%

Interest Bearing Liabilities 686,011 616,197 660,406 837,858 945,584

Tota l  L i a bi l i ti e s 2,107,705 2,369,894 2,834,606 3,289,448 3,781,149 As s e t Q ua l i ty /C a pi ta l 2020A 2021A 2022F 2023F 2024F

NPLs 20,338 17,742 15,023 12,284 9,696

S ha re hol de rs '  e qui ty 371,023 368,034 397,532 428,074 460,541 RWAs 1,351,318 1,657,874 1,838,033 2,125,266 2,436,397

Minority interests 7,578 8,850 8,850 8,850 8,850 Loan loss reserves 27,497 23,667 19,776 15,961 12,436

Tota l  l i a bi l i ti e s  &  e qui ty 2,486,306 2,746,778 3,240,988 3,726,372 4,250,540 Loan loss reserves/loans 4.2% 2.6% 1.8% 1.3% 0.9%

NPLs/loans 3.1% 1.9% 1.4% 1.0% 0.7%

Income  S ta te me nt (Nm) 2020A 2021A 2022F 2023F 2024F Loan loss reserves/NPLs 135.2% 133.4% 131.6% 129.9% 128.3%

Interest income 105,776 104,751 122,374 144,255 170,794 LLP/RWA 2.0% 1.4% 1.1% 0.8% 0.5%

Interest expense (31,561) (29,379) (36,461) (45,783) (57,388)

Ne t i nte re s t i ncome 74,215 75,372 85,913 98,472 113,406 Re turn Ra ti os 2020A 2021A 2022F 2023F 2024F

Fees & commissions 71,190 82,877 91,895 102,079 113,594 RoRWA 6.2% 3.4% 3.7% 3.8% 3.9%

Trading revenues 52,110 13,301 16,626 18,289 20,118 Pre-tax ROE 25.0% 17.5% 19.7% 21.8% 24.2%

Other income 1,409 (390) 742 753 765 ROE 22.0% 15.1% 16.5% 18.3% 20.3%

Total operating expenses (94,272) (106,364) (112,943) (119,953) (127,421) ROA 3.3% 2.1% 2.1% 2.1% 2.2%

P re - prov i s i on ope ra ti ng  prof i t104,652 64,796 82,233 99,640 120,461 ROAE 24.4% 15.1% 17.2% 19.0% 21.1%

Loan loss provisions (9,935) 1,225 (2,207) (4,403) (6,868) ROAA 3.8% 2.2% 2.2% 2.3% 2.4%

Associate 0 0 0 0 0

P re - ta x  prof i t 94,717 66,021 80,026 95,237 113,594 Re v e nue s 2020A 2021A 2022F 2023F 2024F

Tax (11,506) (9,037) (12,804) (15,238) (18,175) Asset margin 9.0% 6.8% 7.1% 7.3% 7.5%

Minorities (2,272) (2,588) (3,053) (3,633) (4,334) Liability margin 5.6% 4.5% 5.7% 6.1% 6.4%

Ne t prof i t 80,939 54,396 64,169 76,366 91,085 NIM 6.3% 4.9% 4.9% 5.0% 5.0%

Spread (ppts) 3.5% 2.3% 1.4% 1.2% 1.1%

Growth Ra te s 2020A 2021A 2022F 2023F 2024F Non-IR/ average assets 5.7% 3.7% 3.6% 3.5% 3.4%

Loans 17.5% 47.3% 16.2% 15.9% 14.9% Total rev/average assets 9.1% 6.5% 6.5% 6.3% 6.2%

Deposits 28.6% 37.4% 20.3% 15.2% 14.2% NII/Total revenues 37.3% 44.0% 44.0% 44.8% 45.7%

Assets 32.5% 10.5% 18.0% 15.0% 14.1% Fees/Total Revenues 35.8% 48.4% 47.1% 46.5% 45.8%

Equity 25.2% -0.8% 8.0% 7.7% 7.6% Trading/Total revenues 26.2% 7.8% 8.5% 8.3% 8.1%

RWA 13.6% 22.7% 10.9% 15.6% 14.6%

Net Interest income -4.6% 1.6% 14.0% 14.6% 15.2% C os t ra ti os 2020A 2021A 2022F 2023F 2024F

Non-interest income 14.7% -23.2% 14.1% 10.9% 11.0% Cost/income 47.4% 62.1% 57.9% 54.6% 51.4%

of which Fee Growth 1.1% 16.4% 10.9% 11.1% 11.3% Cost/ average assets 4.3% 4.1% 3.8% 3.4% 3.2%

Revenues 6.6% -14.0% 14.0% 12.5% 12.9% Effective tax 12.1% 13.7% 16.0% 16.0% 16.0%

Costs 0.3% 12.8% 6.2% 6.2% 6.2% No of employees 2,972

Pre-provision profits 13.1% -38.1% 26.9% 21.2% 20.9%

Loan loss provision 508.8% -112.3% -280.2% 99.5% 56.0% Va l ua ti on 2020A 2021A 2022F 2023F 2024F

Pre-tax profit 4.2% -30.3% 21.2% 19.0% 19.3% P/E (x) 4.8                 8.3                 7.0                 5.9                 4.9                 

Net profit 11.4% -32.8% 18.0% 19.0% 19.3% P/BV (x) 1.0                 1.2                 1.1                 1.0                 1.0                 

EPS 5.3% -42.4% 17.9% 19.0% 19.3% Dividend yield 11.5% 7.2% 9.3% 11.8% 15.2%

DPS 33.3% -37.6% 28.6% 27.5% 28.5%

Source: Company reports, Coronation Research estimates

Note: N in millions (except per-share data). Fiscal year ends in December. O/w - out of which
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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-public information regarding the investments or investment 

objectives of Coronation Asset Management Ltd and do not take part in its internal meetings. 
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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 the 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. 

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 report is, 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. 
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Disclosures for companies cited in the 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 an issuer 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) The company (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 Holding Company  

Access Bank D, E, F, G 

FBNH Holdings E, F, G 

United Bank for Africa  

Stanbic IBTC Holdings  

MTN Nigeria Communications D, G 

Airtel Africa G 



 

2022 INVESTMENT STRATEGY                                                                                                                                                                                     22 February 2022  

Research | Nigeria | Financial Markets                   42 

General 

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 per cent. 

Coronation Asset Management uses the following rating system: 

 

 
Buy: 

The analyst considers the stock undervalued and expects the stock to outperform 
the benchmark over the next 12 months or the stated investment horizon. 

 
Hold: 

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

 
Sell: 

The analyst considers the stock overvalued and expects the stock to underperform 
the benchmark over the next 12 months or the stated investment horizon. 

Under Review (UR): 

 
Where the company covered has a significant material event with further 
information pending or to be announced, it may be necessary to temporarily place 
the investment rating Under Review. 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. 
 

Not Rated: 

 
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 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: 

Price targets reflect the analyst's estimates for the company's earnings. The 
achievement of any price target may be impeded by 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. 
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In cases where issuing 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.  

Ratings and Price Target History 

Ticker Date Recommendation   Date Recommendation   Date Recommendation    
Target 

price, Naira/s 

ZENITHBANK 08-Jan-20 Buy   25-Jun-21 Buy   22-Feb-22 Buy    30.86 

GTCO 08-Jan-20 Buy   25-Jun-21 Buy   22-Feb-22 Buy    36.63 

ACCESS 08-Jan-20 Buy   25-Jun-21 Buy   22-Feb-22 Buy    12.88 

FBNH 08-Jan-20 Buy   25-Jun-21 Hold   22-Feb-22 Sell    8.34 

UBA 08-Jan-20 Buy   25-Jun-21 Buy   22-Feb-22 Buy    11.72 

STANBIC 08-Jan-20 Buy   25-Jun-21 Buy   22-Feb-22 Buy    45.00 

MTNN 08-Jan-20 Not Rated   25-Jun-21 Not Rated   22-Feb-22 Buy    274.41 

AIRTELAFRI 08-Jan-20 Not Rated   25-Jun-21 Not Rated   22-Feb-22 Sell    1,051.07 

 

Coronation Research Investment Rating Distribution  
Buy 75.0% 
Sell 25.0% 
Hold 0% 
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 the 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. 
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