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After the long haul, we believe FY’10 earnings of banks will berth safely given clarity
on the key drag. As expressed in our recent note; Are Banks Still In The Money?
(February 17, 2011), the key downside to our outlook on the imminent FY’10
earnings of banks was the squabble between the CBN and the Nigerian Accounting
Standards Board (NASB) over the 1% general provisions on Performing Loans. While
the CBN requests that the provisions should be waived, NASB insists otherwise. We
understand that NASB, after consultation with relevant stakeholders, has conceded to
the CBN’s request. Hence, the controversy may have been laid to rest. Having
resolved this main cause of delay in earnings release; we believe banks will begin to
file their results with the CBN for approval this week with expectation of public
announcement within the early days of the fortnight. If history is anything to go by,
UBA, GUARANTY, ZENITH and Stanbic-IBTC will lead the pack in terms of release.

What does this mean for the market and our picks? Given the clearer
horizon, we reiterate our outlook on the looming FY’10 earnings of our coverage
universe. While we acknowledge the heightened political risk in the market especially
as we count down to elections with unencouraging local and regional political news,
we believe the forthcoming earnings season will modestly reverse the bearish trend
in the market. With bank stocks hovering their year-lows, we are upbeat that
numbers from our coverage banks will bear evidence to their undervaluation. ExGUARANTY, the tier-1 players (FIRSTBANK, ZENITH and UBA) are currently trading
at an average P/BV of 1.36x (Vs. 1.69x for emerging market peers). Our position
that the political risk has been overpriced is more apparent in the pricing of the midtier lenders which currently trade at par to their respective book values (ex-IBTC).
Overall, we advise investors to take advantage of current bargaining opportunities
ahead of the numbers which we believe will engender a mild upturn in pricing.

Beyond FY’10 numbers, we believe banks will consolidate on
recovery: We look beyond the FY’10 numbers and focus on the near term
fundamentals of the banks. Our view of banks’ earnings power gives more preference
to liquidity and overall balance sheet flexibility, thus informing our relative upbeat on
net placers of funds in the interbank market. We believe this class of lenders will be
net beneficiaries of the continuous shift in yield curve. While banks will remain
relatively cautious in the first half of the year, we believe modest transaction
volumes in H2 will uplift FY’11 earnings. AMCON’s commitment to initiate a second
round of NPL purchase from all banks prior the end of H1’11 will provide further
impetus for loan growth inititiation. Looking at the impact of IFRS reporting on banks’
performance, we are cautious to say that it is an accounting phenomenon with less
impact on the quantitative valuation of the banks. Considering the difference
between IFRS and Nigerian GAAP with regards to earnings and expense recognition,
we believe the net effect on earnings is marginal. Banks with adequate coverage
under the Nigerian GAAP have potentials to book write-backs in the year of transition
(FY’11). Beyond earnings impact, IFRS will deepen the disclosure content in the
banking space with expectation of buoying investor confidence as Nigerian banks
speak the “international language”.
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YTD Share Price Performance
Banks still outperform the market
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* Our forecast DPS is inclusive of the interim dividends; GUARANTY and ACCESS (25 kobo each)
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INVESTMENT RECOMMENDATIONS
Vetiva uses a 5-tier recommendation system for stocks under coverage: Buy, Accumulate, Neutral, Reduce and Sell.
Buy ≥ +25.00% expected absolute price performance
Accumulate +10.00% to +24.99% expected absolute price performance
Neutral/Hold 5.00% to +9.99% range expected absolute price performance
Reduce -5.00% to +4.99% expected absolute price performance
Sell ≤ -5.00% expected absolute price performance

Definition of Ratings
Buy recommendation refers to stocks that are highly undervalued but with strong fundamentals and where potential
return in excess of or equal to 25.00% is expected to be realized between the current price and analysts’ target
price.
Accumulate recommendation refers to stocks that are undervalued but with good fundamentals and where potential
return of between 10.00% and 24.99% is expected to be realized between the current price and analysts’ target
price.
Neutral/Hold recommendation refers to stocks that are correctly valued with little upside potential return of
between 5.00% and 9.99% is expected to be realized between current price and analysts’ target price.
Reduce recommendation refers to stocks that are overvalued but with good or weakening fundamentals and where
potential return of between -5.00% and 4.99% is expected to be realized between current price and analysts’
target price.
Sell recommendation refers to stocks that are highly overvalued but with weak fundamentals and where potential
downside in excess of -5.00% is expected to be realized between current price and analysts’ target price.

Disclosures Section
Analyst Certification
The research analysts who prepared this report certify as follows:
1. That all of the views expressed in this report articulate the research analyst(s) independent views/opinions
regarding the companies, securities, industries or markets discussed in this report.

2.That the research analyst(s) compensation or remuneration is in no way connected (either directly or indirectly) to
the specific recommendations, estimates or opinions expressed in this report.

Other Disclosures
Vetiva Capital Management Limited or any of its affiliates (collectively “Vetiva”) may have financial or beneficial
interest in securities or related investments discussed in this report, potentially giving rise to a conflict of interest
which could affect the objectivity of this report. Material interests which Vetiva may have in companies or securities
discussed in this report are herein disclosed:
 Vetiva may own shares of the company/subject covered in this research report.
 Vetiva does or may seek to do business with the company/subject of this research report
 Vetiva may be or may seek to be a market maker for the company which is the subject of this research report
 Vetiva or any of its officers may be or may seek to be a director in the company which is the subject of this
research report
 Vetiva may be likely recipient of financial or other material benefits from the company/subject of this research
report.
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Disclaimer
This research report is based on public information which the research analyst(s) consider credible and reliable.
Facts and views presented in this material have not been reviewed by, and may not reflect information known to,
professionals in other business areas of Vetiva, including the investment banking team, as Vetiva has established
information barriers between its Research team and certain business groups. Whilst reasonable care has been
taken in preparing this document, no responsibility or liability is accepted either by Vetiva, its officers or any of its
employees for any error of fact or opinion expressed herein. No reliance should be placed on the accuracy, fairness
or completeness of the information contained in this report as it has not been verified by the research analyst(s)
involved or the companies whose securities have been referred to except as otherwise disclosed. Neither Vetiva nor
any of its officers or employees including the research analyst (s) warrant or represent the accuracy or
completeness of information set out in this report. Any ratings, forecasts, estimates and opinions set forth in this
report constitute the analyst(s) position as at the date of this report and may not necessarily be so after the report
date as they are subject to change without notice. It is also instructive to note that a company’s past performance
is not necessarily indicative of its future performance as estimates are based on assumptions that may or may not
be realized.
The value, price or income from investments mentioned in this report may fall as well as rise due to economic
conditions, industry cycles, market indices, operational or financial conditions of companies or other factors. Thus,
Vetiva and its officers and employees shall not accept liability for any loss arising from the use of this report or its
contents in making investment decisions or recommendations.

This report provides general information only. It is not intended to provide personal investment advice and does
not take into account the specific investment objectives, financial situation and the particular needs of any specific
person. Investments discussed in this report may not be suitable for all investors and the reader(s) should
independently determine their suitability and evaluate the investment risks associated with such investments. All
investors are solely responsible for their investment decisions. Any decision to purchase or subscribe for securities
in any offering must be based solely on existing public information on such security or the information in the
prospectus or other offering document issued in connection with such offering, and not on this report. Vetiva,
through business units other than Vetiva Research, may have issued and may in the future issue trading ideas or
recommendations that are inconsistent with, and reach different conclusions from, the information presented in
this report. Such ideas or recommendations reflect the different time frames, assumptions, views and analytical
methods of the persons who prepared them, and Vetiva is under no obligation to ensure that such other trading
ideas or recommendations are brought to the attention of any recipient of this report.
To the extent this report discusses any legal proceeding or issue, it has not been prepared as nor is it intended to
express any legal conclusion, opinion or advice. Information relating to the tax status of companies whose
securities are discussed in this report is not intended to provide tax advice or to be used by anyone to provide tax
advice. By accepting this research report, you agree to be bound by the foregoing limitations.
Vetiva Capital Management Limited is registered with the Securities & Exchange Commission to conduct Financial
Advisory, Fund/Portfolio Management, and Trusteeship business in Nigeria. This document is for information
purposes only and for private circulation. No portion of this document may be reprinted, sold or redistributed
without the written consent of Vetiva Capital Management Limited. Vetiva research report is disseminated and
available primarily electronically, and, in some cases, in printed form.

Additional information on recommended securities/instruments is available on request.
© 2011 Vetiva Capital Management Limited. All rights reserved
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