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Executive Summary

What is the investment case for Nigerian banks? 2021 is proving to be a year of volatile Naira market 
interest rates (rising sharply), as was 2020 (when they crashed).  It is important to understand the 
drivers of these interest rate changes, and how the monetary authorities control liquidity and influence 
interest rates.  It is also important to set market interest rates next to inflation.

Under these circumstances, it is understandable to be concerned about banks’ Net Interest Margins, 
spreads, growth and overall profitability. In this report we look at these in the context of a 10-year 
study of these variables, which we present in our introduction.

First, we look at the banks’ Net Interest Margins and spreads over the long term and find a remarkable 
degree of resilience through several interest rate cycles. This suggests that investors have little to fear 
when it comes to current fluctuations in interest rates, while the banks themselves state that they are 
confident they can re-price deposits and loans advantageously this year.  

Second, we look at the growth record of the banks and find that, with one notable exception, balance 
sheet growth has been elusive, something that becomes clear when we re-state key metrics for the 
effects of inflation over time. 

Third, we look at the Return on Average Equity (RoAE, or more simply RoE) and the Return on Average 
Assets (RoAA, or RoA) of the banks over 10 years, making note of the gradual improvement and 
convergence in RoAEs over this period. 

Finally, we look at the challenge posed by Fintech in general and by digital banks in particular. 

In terms of valuations, and despite a significant rally in share prices over the past year, Nigerian bank 
stocks look remarkably cheap, both in relation to other Sub-Saharan African banks and in relation to 
their own valuation history.  Five years ago the median prospective price-to-earnings (PE) ratio was 
around 5.0x.  Now it is 2.5x. This downward shift in ratings has exposed meaningful value for today’s 
investors, in our view.

We have bank-specific sections, and 3-year financial forecasts, and recommendations for six listed 
banks: Zenith Bank; Guaranty Trust Bank; Access Bank; FBN Holdings; UBA; Stanbic IBTC.

On our BUY list we feature Zenith Bank; Guaranty Trust Bank; Access Bank; UBA; and Stanbic IBTC.

On our HOLD  list we feature FBN Holdings.
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Executive Summary

Sources: Companies, Bloomberg, Coronation Research estimates

5.

Nota Bene: Shareholders of Coronation Asset Management Limited and of the other affiliated companies in the Coronation Ecosystem 
have cross-shareholdings with Access Bank Plc. While the views of the author(s) of this report are independent, the reader’s attention is 
drawn to the disclaimer at the end of this report which forms an integral part of it. Valuations, recommendations and target prices have 
been set to prices at close of business 15 June 2021.

Return on Average Equity (RoAE) (horizontal scale) versus Price-to-Book  Value (P/BV) 
of Nigerian and selected African banks, 2021E
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Interest Rates

Last year saw a precipitous fall in Naira-denominated market interest rates, and this year is seeing 
them rise again. Last year saw 1-year T-bill rates fall from 5.40% per annum in January to 0.15% in early 
December.  At this point, at the end of 2020, the Central Bank of Nigeria (CBN) effectively put a floor 
under rates by issuing Special Bills to banks at a rate of 0.5% pa.

This year rates are heading back up again. 1-year Nigerian Treasury Bill (T-bill) rates have risen from 
0.65% in January to 9.77% recently. The rate at which banks lend to each other, the interbank rate, has 
also gone up sharply, with 1-month NIBOR rising from 0.54% in January to 12.55% recently. Financial 
institutions that depend on short-term funding in the marketplace, and that have relied excessively on 
duration trades for their asset yields, could be facing problems this year, in our view. 

By contrast, and as we will discuss in the introduction, the banks covered in this report have many 
years experience of successfully adjusting to fluctuations in interest rates.

Nigeria Government T-bill & 
bond yield curve

Naira 1-month interbank rates

Source:  FMDQ, Bloomberg, Coronation Research. 
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The Cash Reserve Requirement

What makes these rates move up and down?  The obvious answer is Naira liquidity, but what is driving 
Naira liquidity at the moment?  One way to answer this, at least in the context of late 2020 and 2021 
year-to-date, is to look at the Cash Reserve Requirement (CRR). The CRR is the proportion of customer 
deposits that banks must deposit with the CBN. This is 27.5% but it is widely acknowledged that the 
CBN requires more than this, with the so-called Excess CRR taking the total CRR up to close to 50.0% 
on average (our estimate).

A banking system can support a high CRR, so long as depositors do not turn up at their banks, all at 
once, and demand their money, or spend it electronically outside the banking system. The CRR relies 
on the existence of a pool of stable deposits. However, the point is reached where banks become short 
of liquid funds and encounter problems dealing with their customers’ demands for liquidity. Such 
problems were addressed in December 2020 when the CBN issued N5.0 trillion of Special Bills back 
to the banks, an amount roughly equivalent to the Excess CRR.

This gives CBN a very accurate means - tightening or loosening the CRR - to control Naira liquidity, and 
hence influence market interest rates.  In the context of inflation at 17.93% year-on-year for May 2021 
(June, 18.12% y/y), the CBN's choices are either to allow 1-year market interest rates to tighten further  
- we think 1-year T-bill rates can reach between 15.0% and 17.0% by late Q3 2021 - or to hold, or even 
reverse, its tightening mode in order to spur economic growth (though with the risk of allowing Naira 
liquidity to head for the foreign exchange markets).  Either way, banks are adapting to rapid changes in 
interest rates in 2021. 
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Long-term NIMs and spreads

Introduction

Half-way through 2021 and it is clear that Nigeria's banks must adjust to rapid rises in interest rates.  
What does this mean? Do we expect Net Interest Margins (NIM) to be squeezed and spreads to fall?  
A look at the 10-year trend in NIMs and spreads reassures us that this is unlikely. NIMs and spreads 
are remarkably resilient. 

In fact, it has taken a decade for the simple average NIM of the banks featured in the chart to fall by 
200 basis points (precisely 200bps, as it happens), which is hardly a concern for medium-term inves-
tors in the industry.  There has been some mild convergence, with the 537bps difference between the 
highest NIM and the lowest NIM in 2010 shrinking to 353bps in 2020, which is evidence of steady 
competitive pressure at work (among other factors). 

Net Interest Margins, 2010 to 2020

Sources: Companies, Coronation Research. NB NIMs are presented as calculated by Coronation Research
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When it comes to spreads (the percentage point difference between a bank's cost of funds and its 
interest yields) the story is similar. It has taken a decade for the simple average spreads of the banks 
featured in the chart to fall by 152bps. The difference between the highest and the lowest spread in 
2010 was 637bps and this narrowed to 379bps in 2020.

Indeed, most of the banks we have spoken with while preparing this report believe they will increase 
their NIMs and spreads as Naira interest rates rise in 2021.

Are there bank-specific lessons to be learned from these data? There are some, but at this stage we 
have to caution that there are many factors driving the data and that we must consider these. To begin 
with, the overall NIMs and spreads published by banks cover a mixture of foreign currency deposits 
and loans (meaning generally low NIMs and spreads) and Naira deposits and loans (generally high NIMs 
and spreads).  As the proportion of foreign currencies shifts in banks' balance sheets over time, so too 
do NIMs and spreads.  

Spreads, 2010 to 2020

Sources: Companies, Coronation Research. NB NIMs are presented as calculated by Coronation Research
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And, in many cases, these businesses are much more international today than they were in 2010, with 
foreign subsidiaries contributing far more to interest income than a decade ago. Most banking markets 
have lower margins and spreads than Nigeria, particularly developed markets.

However, there are some useful observations to be made.  In our view, a bank that sacrifices NIMs and 
spreads in a strategic way over time is protecting its competitive position and may even be rewarded 
with market share gains in deposits and lending. So, a decrease in NIMs and spreads over a long period 
of time can be good for business (as well as meaning a shift in currency exposure and reflecting 
overseas expansion). By contrast, a bank that protects its margins and spreads too much may see its 
market shares erode.  As we shall see, this appears to be the case with FBN Holdings.

10-year changes in NIMs and Spread 10-year average in NIMs and Spreads

Sources: Companies, Coronation Research. NB NIMs are presented as calculated by Coronation Research
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The Growth Question

Are shareholders in Nigerian banks rewarded with growth in the underlying businesses, or are they 
really rewarded with the Return on Average Equity (RoAE) of the banks they hold? This is a two-part 
question, and we will answer the growth question first.  Growth in banks is a hot topic, a debate 
between the banks, their regulator in the Central Bank of Nigeria (CBN), and politicians when it comes 
to the contribution that banks make to the economy. We look at growth in terms of Average Interest 
Earnings Assets (AIEA) and Gross Loans.

To begin with, growth looks impressive. The total Average Interest Earning Assets of the six banks in 
our study rose from N6.5 trillion in 2010 to N26.9 trillion in 2020, or by 311%.  The total Gross Loans 
of these banks rose from N3.9 trillion in 2010 to N13.6 trillion in 2020, or by 248%.  The positive 
outliers for growth are Access Bank (growing quickly even before its 2019 merger with Diamond 
Bank), UBA and Zenith Bank.

Sources: Companies, Coronation Research. NB AIEAs are presented as calculated by Coronation Research

Average Interest Earning Assets, Naira millions, 2010 to 2020
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However, while it is important to present the nominal data, there are two problems with charts like 
these. The first is that the growth in a relatively small bank like Stanbic IBTC is barely perceptible, so 
the data needs to be rebased to a value of 100, starting in 2010.  Rebasing also helps distinguish the 
performance of, say, Access Bank and UBA where Access Bank begins in 2010 with much lower 
numbers than UBA. The second, and much bigger, problem is that the data is in nominal millions of 
Naira while the real value of these assets and loans has been eroded by inflation.  So we need to adjust 
the nominal data for inflation, as well as rebasing to 100 in 2010

Once we adjust for inflation and rebase all values to a base of 100 in 2010, then we generate a much 
more compelling data series than with nominal numbers. Access Bank is the clear outlier on the upside 
(it actually distorts the sense of scale in the charts), while FBNH is the outlier on the downside.  Look-
ing at the inflation-adjusted total Average Interest Earning Assets over 10 years for the banks under 
study, these grew by just 32% over the 10 years to 2020, or by a compound annual growth rate (CAGR) 
of 2.82%. 
.

Sources: Companies, Coronation Research. Gross Loans are presented as calculated by Coronation Research

Gross Loans, Naira millions, 2010 to 2020
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The story when it comes to Gross Loans is actually less impressive than for Average Interest Earning 
Assets. The total  inflation-adjusted Gross Loans of our sample grew by 12% from 2010 to 2020, a 
CAGR of 1.11%. This makes it easy to understand the frustration of policy makers with the lending 
activity of commercial banks, which are blamed for making insufficient loans to enterprises. This is the 
rationale for the Loan-to-Deposit ratio policy, which obliges banks to meet certain levels of lending 
relative to their customer deposits.

Sources: Companies, Coronation Research. Inflation Adjusted AIEAs are presented as calculated by Coronation Research

Inflation-adjusted Average Interest Earning Assets, rebased to 2010=100, from 2010 to 2020
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Are there bank-specific lessons to be drawn from this data? Clearly, when we adjust for the effects of 
inflation, we can understand that it is not easy to grow the loan book of a Nigerian bank. As mentioned 
above, the inflation-adjusted CAGR for the total Gross Loans of the banks in this study was 1.11% over 
the 10 years to 2020.  With two exceptions (Access Bank and FBN Holdings), the range of CAGRs is 
quite narrow over this period.  GT Bank had a CAGR of negative 1.29%; Zenith Bank achieved a 
positive CAGR of 1.83%; Stanbic IBTC 1.99%; UBA 2.39%.  

Access Bank clearly transformed itself with its acquisition of Diamond Bank, which was completed and 
consolidated in 2019, though its inflation-adjusted Gross Loan CAGR was 8.08% from 2010 to 2018, 
before the merger. For the entire period from 2010 to 2020 Access Bank's inflation-adjusted Gross 
Loan CAGR was 8.79%, a figure which, no doubt, was suppressed in recent years by write-offs associ-
ated with its merger with Diamond Bank. FBN Holdings' Gross Loans, when adjusted for inflation, 

Sources: Companies, Coronation Research. Inflation Adjusted  Gross Loans  are presented as calculated by Coronation Research

Inflation-adjusted Gross Loans, rebased to 2010=100, from 2010 to 2020
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At the end of the day, differences in growth rates tell on the market shares of the banks.  While we do 
not present the overall market share of the banks in this study, we can compare their shares relative to 
each other, i.e. each bank's share of the six.  For four of the banks these shares change very little over 
10 years, but for Access Bank there is a significant market share gain and for FBN Holdings a remark-
able shrinkage in its relative standing. 

Overall, however, we must conclude that shareholders in Nigerian banks are not buying into a growth 
story in any significant way. Therefore, to look for value, we need to look at their Returns on Average 
Assets and Return on Average Equity. 

Source: Companies, Coronation Research *NB share among the six banks under study

Share* of Average Interest Earning Assets,
2010 & 2020

Share* of Gross Loans, 2010 & 2020
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suffered a negative CAGR of 4.70% between 2010 and 2020, and this performance may be associated 
with the bank's policy of shepherding the assets it has (and maintaining good margins from them) 
rather than expanding in a manner than could make demands upon its capital base.



Profitability and the threat of Fintech 

So far we have established that Nigerian banks are skilled at adapting their businesses to fluctuations 
in interest rates, therefore good at preserving their Net Interest Margins and Spreads through the 
cycle.  The current phase of rising interest rates presents no real challenge to their businesses, in our 
view. At the same time, and with the significant exception of Access Bank, they have struggled to 
deliver meaningful balance sheet growth over the long term.  Investors are left looking for profitability, 
which we examine here by looking at Return on Average Equity (RoAE, also known simply as RoE) and 
Return on Average Assets (RoAA).

The data suggests convergence over time, with the difference between the highest and the lower 
RoAE in 2010, at 19.6 percentage points, shrinking to 14.2 percentage points by 2020. The clear lead 
of GT Bank over the rest of the pack during the period from 2010 to 2013 has been eroded, with 
Zenith Bank and Stanbic IBTC joining it to make up a leading group in the period from 2017 to 2020. 
These three appear distinct from the next two, Access Bank and UBA, which have achieved similar 
RoAEs in recent years. FBN Holdings is the least profitable, though it has improved since 2017.

Sources: Companies, Coronation Research *NB Return on Average Equity as calculated by Coronation Research

Return on Average Equity* from 2010 to 2020
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When it comes to Return on Average Assets, the differences are just as pronounced, though here GT 
Bank retains its lead while Stanbic IBTC and Zenith come close to it in recent years. The RoAAs of the 
next three banks appear to be similar in recent years, though the effect of leverage means that small 
differences in RoAA (e.g. 0.1 percentage point between Access Bank and FBNH in 2020) can mean a 
large difference in RoAE (3.1 percentage points between them in 2020).  A lot depends on letting go of 
poorly-performing assets, deploying an efficient capital structure and optimising the mix of Tier-1 
(equity) and Tier-2 (subordinated debt) capital. RoAE is simply a measure of Net Profits over average 
equity (or average total shareholders funds).

Many bankers we speak with talk about a 20.0% RoAE, either as a hurdle rate or as an aspiration. This 
makes sense in the context of long-term Naira risk-free rates (i.e. 1-year T-bills) that averaged 13.4% 
during the period from 2010 to 2020 (and this can be broken down into 12.9% from 2010 to 2015 and 
14.0% from 2016 to 2020). There are several ways of arriving at 20.0%, the most simple being taking 
the risk-free rate and adding a significant equity risk premium. 

Another way, which we proposed in our publication Navigating the Capital Markets (July 2020), is to 
take the long-term rate of depreciation of the Naira against the US dollar, invert it (i.e. make it into a 
positive number), add the long-term yield of Federal Government of Nigeria Eurobonds to achieve a 
devaluation-proof risk-free rate, and then add an ERP.  This arrives at Cost of Equity of 20.5% and 
therefore sets a target RoAE of the same level.

Sources:  Companies, Coronation Research *NB Return on Average Assets as calculated by Coronation Research 

Return* on Average Assets from 2010 to 2020
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When we compare the average RoAE of our six banks against the average 1-year T-bill rate over the 
period 2010 to 2020, only four of them outperform it, suggesting that in two cases the capital would 
have been better invested in government securities. The good news, however, is that things are getting 
better, with profitability much improved (in all cases except one) during the period from 2016 to 2020 
compared with the period 2010 to 2015.  Bankers, for the most part, are getting better at making 
money. 

However, there is still some way to go before the majority of our sample comfortably exceed an RoAE 
of 20.0%. Over the past five years the achievers have been, as we have noted above, GT Bank, Zenith 
Bank and Stanbic IBTC, the latter being a hybrid commercial and investment bank with a strong fund 
management arm. 

For investors in a bank stock the critical thing to understand is not so much the historical perspective 
(important though this is) but the prospects of a bank improving its RoAE in a meaningful way in future.  
Now that we understand that (with the notable exception of Access Bank) business expansion is not 
an easy route to performance, then improving returns comes down largely to balance sheet manage-
ment and operational efficiency, the latter to a large extent meaning cost-cutting.  There is no industry 
wide way of predicting this, so we deal with these prospects and forecasts in the bank-specific 
sections that follow.

Sources: Companies, Coronation Research. Average RoAE and 1-year T-bill rates, from 2010 to 2020 are presented as calculated by Coronation Research

Average RoAE and 1-year T-bill rates, 
from 2010 to 2020

Average RoAE and 1-year T-bill rates, from 
2010 to 2015 and from 2016 to 2020
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One potential threat to the overall profitability of the banks in this study comes from fintech, specifi-
cally internet banks such as Kuda, Carbon and Rubies. These banking platforms are attractive to millen-
nials and other tech-literate customers and require little or no physical banking presence (though CBN 
rules do, for example, require them to own a physical safe).  The obvious advantage they have over 
conventional commercial banks is low cost.

However, it is the customer’s banking experience that is the key differentiating factor here.  Internet 
banks are for people who do not like visiting their local bank branch. Convenience and speed of trans-
actions are significant advantages for many customers. Internet banks have been quick to add on both 
investment products (it is possible to put aside a certain amount into a savings account every month) 
and overdrafts (with the credit score based on analysis of income and payment trends). 

Users report a much more efficient service than with conventional banks.  With many customers 
accustomed to learning from online group chats, these banks host user chats where customer queries 
are answered. It can be argued that these processes improve customer engagement and ultimately 
lead to customer education. We would not be surprised to see some Nigerian internet banks attempt 
to offer the trading services offered by Revolut and Monzo in the UK.

Most of the conventional banks we speak with are apparently not concerned with this threat. They see 
themselves as partners with internet banks, for example offering their customers cash withdrawals and 
supplying them with clearing service. At the same time, they offer their own USSD-based (Unstruc-
tured Supplementary Service Data) offerings, and therefore compete with internet banks in some 
areas. Time will tell whether the conventional banks are justified in their confidence, or merely compla-
cent. 

The threat of Fintech
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A high-quality play

Zenith Bank

Rated on key parameters such as asset quality, profitability and return to investors, ZENITHBANK’s 
track record has been impressive. The bank is a clear market leader, growing its Total Assets and Net 
Income by an annual average of 15.7% and 15.5%, respectively, over the last five years. Management 
highlights: (1) the retail market and fee income; (2) capturing intra-African trade flows; and (3) value 
chain products as its principal avenues of growth in the medium term. ZENITHBANK shares have 
declined by 6.7% YTD, underperforming the broader market but outperforming their peers (NGX 
Banking index – 10.4%). We see this as temporary and expect the stock to outperform on its still-at-
tractive dividend yield and underlying improvement in profitability in the medium term. We rate the 
stock a BUY with a price target of N30.86.

Funded income to drive growth
Funded income has been the largest and most stable source of income for ZENITHBANK over the last 
five years (as a share of revenue: 57.0%). Although NIM compressed significantly last year, the reversal 
in market yields is likely to drive a strong recovery in interest income in 2021E. According to manage-
ment, the bank has already repriced most of its loans upwards by 1.0%-3.0%. We expect cost of funds 
to remain downwardly sticky as the bank aggressively grows its retail deposits. We look for a 30bps 
NIM expansion in 2021E. The preceding is likely to offset cost growth and lead to PBT growth of 
18.2%, with RoAE settling at 21.7%.

Beyond this year, other profitability metrics look healthy, fee income growth has been consistent, and 
the bank has kept a lid on operating expenses. We expect OPEX to be well controlled during our 
forecast period. We expect the cost-to-income ratio to settle within the 43% - 45% range, well below 
the industry average.
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Asset quality to remain strong
Over the last five years, ZENITHBANK is the only bank among its peers that has kept its NPL ratio 
below the statutory limit of 5.0% (FY20: 4.3%) consistently.  Though stable in recent years, we note 
that NPLs grew by 18.3% in FY20 due to the effects of the COVID-19 pandemic. However, the expan-
sion in the loan book offset the negative impact of the NPL ratio. Amidst the persisting challenges in 
the domestic economy, we do expect some further pressure on NPLs. However, decent loan growth 
(we estimate 14.0% in 2021E), coupled with the bank’s consistently high-quality risk management, is 
likely to keep the NPL ratio with the regulatory limits, in our view.

Valuation
We utilised a blend of valuation methodologies in the valuation of the company’s equity – absolute 
valuation (dividend discount model) and relative valuation (P/BV multiple). Based on this, we arrived at 
a target price (TP) of N30.86, which implies a potential upside of 34.5%. Consequently, we place a 
“BUY” recommendation on the ticker. The stock is trading at 0.6x 2021E P/B on 21.7% RoAE, on our 
estimates.
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Zenith Bank Financial Summary

Source: Company, Coronation Research

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

Guaranty Trust Bank

Guaranty Trust Bank (GUARANTY) remains the most attractive way to gain exposure to Nigerian 
banks, even as the landscape becomes increasingly competitive. Though not immune from Nigeria’s 
macro challenges, the company has delivered consistently strong results and superior returns 
compared with peers. The bank is currently being restructured into a Holdco, which we think will 
provide strategic flexibility and the opportunity to diversify the group’s revenues and better position 
the bank to deal with emerging competition. GUARANTY shares have declined by 10.7% YTD, under-
performing both the broader ASI and the NGX Banking index (-10.4%). We view the current valuation 
as undemanding and presenting an attractive entry opportunity. We rate the stock a BUY with a price 
target of N36.63.

Profitability to remain sturdy
The bank has experienced slower growth in earnings over the last two years relative to past years due 
to the unprecedented slide in interest rates. The reversal in rates has seen many banks begin to reprice 
their loans. GUARANTY, which has considerable government treasury holdings, is likely to benefit from 
the interest rate expansion. We model a 20bps NIM expansion for 2021E. Net fee income, which 
declined in FY20 due to the COVID-19 disruptions and CBN’s revised charges, recovered strongly in 
1Q21 (+7.8%).  We expect the growth in this line to be sustained and have modelled growth of 8.3% 
for 2021E. The preceding is likely to offset cost growth and lead to PBT growth of 10.5%, with RoAE 
settling at 26.7%, in our view.

Asset quality to remain strong
GUARANTY has maintained strong asset quality consistently during the last four years and, in our 
view, has the capital buffers to withstand significant shocks. The bank’s NPL ratio ranged from 6.4% to 
7.4% in FY17-20, with substantial loan growth, and in the case of FY20, regulatory forbearance offset-
ting the increase in gross NPLs. In 2021E, we do not anticipate a significant deterioration in asset 
quality, with the cost of risk expected to print 1.1% and NPL ratio to come in at 6.3%.

We do not expect aggressive risk-asset creation in the near term due to the current weak macro 
environment. However, with GUARANTY’s strong capital capacity, it is well-positioned to grow quality 
loans. We forecast loan growth of 9.0% in 2021E (2022E-2024E: 5.7% on average), which we expect 
to support interest income.
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We utilised a blend of valuation methodologies in the valuation of the company’s equity – absolute 
valuation (dividend discount model) and relative valuation (P/BV multiple). Based on this, we arrived at 
a target price (TP) of N36.63, which implies a potential upside of 26.7%. Consequently, we place a 
“BUY” recommendation on the ticker. The stock is trading at 1.0x 2021E P/B on 26.7% RoAE, on our 
estimates. 

Valuation
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Guaranty Trust Bank Financial Summary
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Source: Company, Coronation Research

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



Access Bank



Asset quality concerns to ease
ACCESS continues to ‘nurture’ the loan book inherited from Diamond Bank from their 2019 merger 
and has written off N197.68bn in loans over the last two years (6.4% of FY19 gross loans). Exacerbated 
by the COVID-19 pandemic, the bank now has one of the highest costs of risks (FY20: 1.9%) across 
our coverage universe. For 2021E, we expect another N100bn in write-offs as the bank tries to clean 

Strong value proposition

Access Bank

As Access Bank (ACCESS) continues to successfully execute its 5-year corporate strategy 
(2017-2022), we see the long-term investment case for the company strengthening. The company is 
on track to ‘Win with Africa’, exploiting significant digital and retail banking opportunities, supported 
by Nigeria and Africa’s demographics. Elsewhere, we like management’s dynamic view on the future of 
banking, as it makes a foray into the payments space. ACCESS’ shares have declined by 3.6% YTD, in 
line with the broader market, but have outperformed their peers (NGX Banking index –10.4%) primari-
ly on strong Q1 21 earnings.  We expect the stock to continue to outperform on underlying improve-
ment in profitability in the medium term. We rate the stock a BUY, with a price target of N12.88.

Diversified earnings growth 

From our recent conversations, the bank sees non-interest income as a significant and rapidly-growing 
source of revenue over the long term. The bank earns substantial revenue from fees and commission 
income, and trading income, due to its strong treasury function. On the former, digital transactions are 
the primary driver. They grew at a CAGR of 113.2% from FY17-20 and accounted for 10.7% of total 
revenue in FY20 (FY17: 3.1%). According to management, a third of all transactions in Nigeria start from 
or end at ACCESS and ensuring retail transaction flows continue to grow is the bank’s core focus. 

However, funded income is likely to continue to occupy the lion’s share of gross earnings, in our view. 
Hence, we are looking for a 107bps NIM expansion in 2021E, with risks tilted to the upside on a 
larger-than-expected fall in the bank’s cost of funds. The preceding is likely to offset cost growth and 
lead to PBT growth of 26.6%, with RoAE growing to 16.5%.
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Valuation
We utilised a blend of valuation methodologies in the valuation of the company’s equity – absolute 
valuation (dividend discount model) and relative valuation (P/BV multiple). Based on this, we arrived at 
a target price (TP) of N12.88, which implies a potential upside of 53.3%. Consequently, we place a 
“BUY” recommendation on the ticker. The stock is trading at 0.4x 2021E P/B on 16.6% RoAE, on our 
estimates

up some of the legacy loans, e.g., Japaul. On a positive note, NPL’s are now below management’s target 
of 5.0% (FY20: 4.8%). Management is not aggressive on risk-asset creation due to the current weak 
macro environment. As a result, we model 9% loan growth (unadjusted for FX devaluation) for 2021E 
(2022-2024E: 5.7% on average) and we expect NPLs to average 4.0% over 2021E-2024E.
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Access Bank Financial Summary
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Resolution of capital adequacy issues

FBN Holdings

FBN Holdings (FBNH) holds one of the great legacy franchises in Nigerian banking.  However, its 
position relative to its peers has been eroded over the past six years, with several others overtaking it, 
and its aspirations for RoAE have not been met. It remains a substantial force, and its investment 
banking arm, FBNQuest, demonstrates an agile response to market conditions.  FBNH’s shares are up 
0.7% YTD, outperforming the broader ASI and the NGX Banking index. We rate the stock a HOLD, 
with a price target of N7.80.

Still one of the great franchises 
In 2014 FBN Holdings (FBNH) held the most substantial banking franchise in Nigeria with the largest 
sum of Interest-Earning Assets and Gross Loans. It aspired to reach a sustainable RoAE in excess of 
20.0%. By 2020 its position had slipped, being the fourth-largest lender in terms of Gross Loans (and 
eclipsed by Access Bank, Zenith Bank and UBA in that order), and its RoAE, while consistently in double 
digits, was not closing in on 20.0%.

FBNH suffered two related problems, one being asset quality issues, particularly concerning the oil & 
gas and oil & gas services sectors and the other being poor profitability caused by loan-loss provisions 
and consequent low capital adequacy. Recently it has addressed this last issue with its reported total 
capital adequacy rising from a trough of 15.5% in 2019 to 17.0% in 2020.

Issues are being addressed
Addressing the capital adequacy issue allows FBNH to take advantage of its considerable footprint 
going forward, in our view.  We note that its investment banking arm, FBNQuest, has shown significant 
leadership with Net Profits of N9.8bn in 2020, up 64.0% y/y, though this remains small relative to the 
group as a whole. True to its word, several years ago, FBNH focused on the preservation of spreads 
which gives it the unusual position of having improved its spreads over time, unlike its peers. To this 
extent, it can be said to have a unique perspective on profitability.

35.Research | Nigeria | Banks



Valuation
We utilised a blend of valuation methodologies in the valuation of the company’s equity – absolute 
valuation (dividend discount model) and relative valuation (P/BV multiple). Based on this, we arrived at 
a target price (TP) of N7.80, which implies a potential upside of 10.6%. Consequently, we place a 
“HOLD” recommendation on the ticker. The stock is trading at 0.3x 2021E P/B on 11.3% RoAE, on our 
estimates.

FBNH does not lack initiatives in digital banking and points to a strongly rising trend in mobile banking, 
with mobile banking transactions up 43.4% in 2020. Its African footprint is impressive, with operations 
in several continental African nations.  However, this year’s involvement of its regulator in appointments 
to its management board puts a question mark on the group’s overall strategic focus at the moment. 
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FBN Holdings Financial Summary
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Rest of Africa to the rescue

United Bank for Africa

The key investment case for United Bank for Africa (UBA) remains the earnings diversification benefits 
of its non-Nigerian African subsidiaries – the Rest of Africa business contributed 57.0% of FY20 PBT.  
We believe there is upside potential for the African businesses, and we hold a positive outlook on the 
sustainability of their earnings. UBA’s shares have slumped by as much as 21.5% in 2021 following the 
48.0% dividend cut for FY20.  The share price has recovered slightly following positive its 1Q21 
earnings – the stock is now down 17.9% YTD, underperforming the broader ASI (-2.3%) and the NGX 
Banking index (-10.4%). However, the current price presents an attractive entry opportunity. We rate 
the stock a BUY, with a price target of N9.95

Well-diversified business
UBA’s Rest of Africa business made up 57.0% of group PBT in FY20 (FY19: 46.7%). Ghana and Camer-
oon, UBA’s most profitable subsidiaries, generated ROEs of 15.3% and 18.1%, respectively, compared 
with the Nigerian subsidiary’s 11.9%. Amidst the persisting macro-economic challenges in Nigeria, we 
like that the group can enjoy the earnings diversification benefits of its other African businesses.  
According to management, trade flows and remittances between Africa and the rest of the world are 
principal avenues of growth and capturing these flows are a significant focus. Management is also 
focusing strongly on the retail banking segment, which in our view, could lead to low and sustainable 
funding costs and margin improvements over time. Consequently, we forecast a 151bps NIM expan-
sion in 2021E. The preceding is likely to offset cost growth and lead to PBT growth of 32.5%, with 
RoAE growing to 18.5%.

Asset quality to remain strong; power sector 
exposure our only concern

UBA has maintained strong asset quality consistently during the last four years and has managed recent 
crises better than its peers. NPLs fell from 6.7% in FY17 to 4.8% in FY20, below the statutory limit. The 
bank’s CoR of 0.8% in FY20 was also better than most of its peers.  In 2021E, we do not anticipate a 
significant deterioration in asset quality. However, UBA has a relatively high loan-book exposure 
(N242.94bn) to the power sector – 9.1% of its loan book. Given Nigeria’s power sector challenges, we 
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view this as a risk to our investment case. Nonetheless, we are confident that UBA can absorb impair-
ments in this area, given its profitability and equity base. 

Management is not aggressive on risk-asset creation in the near term due to the current weak macro 
environment. However, management still sees significant headroom for retail loan growth and has plans 
to take market share in the high-margin retail lending space. UBA is aggressively driving its recently 
launched Click Credit, which has gained significant acceptability across its subsidiaries. Management 
plans to grow retail loans to N1.0trn in the medium-to-long term (FY20: N181.08bn). We model 15.0% 
loan growth (unadjusted for FX devaluation) for 2021E (2022E-2024E: 6.3% on average), and we expect 
NPLs to average 4.0% over 2021E-2024E.
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Valuation
We utilised a blend of valuation methodologies in the valuation of the company’s equity – absolute 
valuation (dividend discount model) and relative valuation (P/BV multiple). Based on this, we arrived at 
a target price (TP) of N9.95, which implies a potential upside of 40.2%. Consequently, we place a “BUY” 
recommendation on the ticker. The stock is trading at 0.3x 2021E P/B on 18.5% RoAE, on our 
estimates. 

UBA has maintained strong asset quality consistently during the last four years and has managed recent 
crises better than its peers. NPLs fell from 6.7% in FY17 to 4.8% in FY20, below the statutory limit. The 
bank’s CoR of 0.8% in FY20 was also better than most of its peers.  In 2021E, we do not anticipate a 
significant deterioration in asset quality. However, UBA has a relatively high loan-book exposure 
(N242.94bn) to the power sector – 9.1% of its loan book. Given Nigeria’s power sector challenges, we 
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view this as a risk to our investment case. Nonetheless, we are confident that UBA can absorb impair-
ments in this area, given its profitability and equity base. 

Management is not aggressive on risk-asset creation in the near term due to the current weak macro 
environment. However, management still sees significant headroom for retail loan growth and has plans 
to take market share in the high-margin retail lending space. UBA is aggressively driving its recently 
launched Click Credit, which has gained significant acceptability across its subsidiaries. Management 
plans to grow retail loans to N1.0trn in the medium-to-long term (FY20: N181.08bn). We model 15.0% 
loan growth (unadjusted for FX devaluation) for 2021E (2022E-2024E: 6.3% on average), and we expect 
NPLs to average 4.0% over 2021E-2024E.
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United Bank for Africa Financial Summary
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More Than Just a Bank

Stanbic IBTC

Stanbic IBTC (STANBIC) stands out for its high-trending group-wide RoAE and the fact that Net Fees 
and Commissions are well balanced with its Net Interest Income. The combination of retail & commer-
cial banking with asset management gives it opportunities for growth in either industry. Gross loans 
grew from N559.4bn to N663.1bn in 2020 (+2.4% in inflation-adjusted terms), and assets under 
management grew by 20.0% in a year to N4.63 trillion in 2020 (+3.7% in inflation-adjusted terms). 
Consistent growth has been key to its profitable development. STANBIC shares are up 8.6% YTD, 
significantly outperforming the broader ASI and the NGX Banking index. We rate the stock a BUY, with 
a price target of N51.72.

Two balanced streams of earnings
Two misconceptions are possible when reading Stanbic IBTC’s accounts.  One is that its Corporate and 
Investment Banking Division, which made 82% of group Net Profits in 2020, includes a lot of invest-
ment banking, and that, secondly, within investment banking sits its famed asset management 
business. 

Neither is true. CIB is primarily a deposit-gathering, services and lending business with investment 
banking transactions making significant contributions.  Asset management sits outside it, in the Wealth 
Division, which made N24.4bn of the group’s N83.2bn Net Profit in 2020. (The retail banking PBB 
division made a small loss in 2020.)

Therefore, we do not share some people’s concerns that Stanbic IBTC is over-reliant on its investment 
banking business.  Brokerage and financial advisory fees contributed N7.2bn of Net Fee and Commis-
sion Income at the group level in 2020. Asset Management Fees contributed N47.0bn, the lion’s share 
of group-wide Net Fees and Commissions at N71.2bn. This sits next to the bank’s Net Interest Income 
of N74.2bn in 2020.
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Valuation
We utilised a blend of valuation methodologies in the valuation of the company’s equity – absolute 
valuation (dividend discount model) and relative valuation (P/BV multiple). Based on this, we arrived at 
a target price (TP) of N51.72 which implies a potential upside of 28.8%. Consequently, we place a “BUY” 
recommendation on the ticker. The stock is trading at 1.0x 2021E P/B on 24.8% RoAE, on our 
estimates. 

Strategy well-suited to the environment
The development of the pension fund industry over the past two decades played into Stanbic IBTC’s 
hands as the dominant asset manager in the country, and we believe that it will be able to benefit from 
the rapid growth of the mutual fund industry (which grew by 50.0% in 2020) in future years.  At the 
same time, its commercial banking business has developed rapidly, with Gross Loans growing faster 
than the average of its peers in this study. Although it is much smaller, in terms of total Interest-Earning 
Assets and Gross Loans, than its peer group, this lack of market share has not constrained innovation 
and growth.
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Stanbic IBTC Financial Summary
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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 subsidiar-
ies 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, settle-
ment 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 
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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.
Coronation Asset Management Ltd and its subsidiaries are incorporated under the laws of the Federal 
Government of Nigeria and are licensed by the Central Bank of Nigeria and by the Securities and 
Exchange Commission of Nigeria.

Your attention is brought to the fact that the analyst(s), and/or Head of Research, mentioned at the 
beginning of this report is (are) employed by Coronation Asset Management Ltd in the Federal Republic 
of Nigeria, and while subject to the laws of the Federal Republic of Nigeria is (are) not subject, as 
author(s) of this report, to the laws of other countries, notably the United States of America (‘US’), the 
member states of the European Union (‘EU’), or the United Kingdom (‘UK’, during and after its member-
ship 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 Indus-
try 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 Corona-
tion 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

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 

Conflicts of Interest
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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. Disclo-
sure(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

or recommendations of the Research Department, nor is privy to the contents or recommendations of 
the Research Department’s reports and recommendations ahead of their publication.  It is also the 
policy of Coronation Asset Management Ltd that members of the Research Department are not privy to 
knowledge of advisory mandates, or other fiduciary relationships, engaged in by other departments.  
Coronation Asset Management Ltd, its directors, contractors and staff, and its subsidiaries and affiliates 
and their directors, contractors and staff, and connected parties, may have positions in the securities 
covered by this report, and may have advisory and/or other fiduciary relationships with companies 
covered in this report.  As such, this report should not be considered free from bias

Disclosures for companies cited in report

Guaranty Trust Bank

Zenith Bank

Security Name Available Disclosure

Access Bank

FBNH Holdings E,F,G

D,E,F,G

United Bank for Africa

Stanbic IBTC
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The analyst considers the stock undervalued and expects the 
stock to outperform the Benchmark over the next 12 months or 
the stated investment horizon.

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

The analyst considers the stock overvalued and expects the stock 
to underperform the Benchmark over the next 12 months or the 
stated investment horizon.

Where the company covered has a significant material event with 
further information pending or to be announced, it may be neces-
sary to temporarily place the investment rating Under Review. 
This does not revise the previously published rating but indicates 
that the analyst is actively reviewing the investment rating or 
waiting for additional information to re-evaluate the expectation 
of the company’s performance.
 
This applies when the stock is either not covered by Coronation 
Research or the rating and price target has been suspended 
temporarily to comply with applicable regulations and/or firm 
policies in certain circumstances including when Coronation 
Asset Management is acting in an advisory capacity in a merger 
or strategic transaction involving the company or due to factors 
which limits the analysts’ ability to provide forecasts for the 
company in question.

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

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 round-
ed to the nearest percent.
Coronation Asset Management uses the following rating system:

Buy:

Hold:

Sell:

Under 
Review(UR):

Not Rated:

Price Targets:
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Ratings and Price Target History

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. 

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