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• FCMB released its unaudited Q3 2011 results yesterday, showing remarkable growth in all three
key income lines, ahead of our estimates. While Gross Earnings were up 23.4% (Y-o-Y) to N55.0bn
in Q3 2011 from N44.6bn, the bank reported PBT and PAT of N9.9bn and N7.9bn, representing
increases of 62.0% and 72.8% on the N6.1bn and N4.6bn reported in the preceding 2010 period
respectively. When compared to the preceding quarter, we note an 8.9% (Q-o-Q) rise in Gross
Earnings from N18.4bn to N20.0bn and a marginal 0.7% increase on the N3.2bn reported as PBT in
the preceding quarter. However, PAT declined 2.5% from N2.7bn in Q2 to N2.6bn. While FCMB’s
top line beat our N53.9bn target by 2.0%, pre and post-tax profits were 4.1% and 7.7% ahead of
our forecasts of N9.5bn and N7.3bn respectively. On the back of this growth, the bank recorded
substantial gains in PBT and PAT margins, up 4.3% and 4.1% to 18.0% and 14.4% respectively in
Q3 2011. The bank’s results imply ROE and ROA of 8.3% and 2.1% respectively.
• With access to only very high level figures at this time, we can only draw inferences as to the
drivers of this performance. Compared to a 10.7% contraction in loans in Q2, the bank achieved a
4.2% increase in loans, albeit 1.7% lower (on aggregate) than its FY2010 levels. Customer deposits
were up 2.2% (much slower than the 6.1% posted in Q2), raising YTD growth in total deposits to
10.5%. While we expect greater clarity on the numbers, we believe the appreciable gains in
operating performance, as reflected in these results, are to a large extent indicative of the
ongoing restructuring in the bank. When viewed against the expected leap in scale (in view of the
imminent tie-up with FinBank), there is impetus for even more robust growth in both balance
sheet and earnings.
• On the basis of these results, FCMB trades at 5.8x earnings against a trailing EPS of N0.69 (4.8%
above our N0.66 estimate), and market price of N4.00 as at October 24, 2010. This is at a discount
to peer average of 10.3x trailing 2011 earnings. Similarly, the bank trades at 0.5x 2010 book,
representing a discount to its peer average P/BV of 0.7x. Our forecasts indicate an intrinsic price of
N6.26, which yields a 9-month target price of N7.45 based on a blend of Residual Income and
Discounted Dividend Valuation methodologies. We therefore remain positive in our outlook on
the bank and reiterate our BUY recommendation on the stock.
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Table: FCMB Plc; Q3A 2011, Q3A 2010, Q3F 2011

FIRST CITY
MONUMENT
BANK PLC

30-Sep-11

30-Sep-10

% change

Analyst's Forecast % of Forecast

N'000

N'000

TURNOVER

N54,995,000

N44,549,000

23.4%

N53,924,000

102.0%

PBT

N9,884,000

N6,101,000

62.0%

N9,495,000

104.1%

TAX

(N1,976,000)

(N1,525,000)

PAT

N7,907,000

N4,575,000

PBT MARGIN

18.0%

13.7%

17.6%

PAT MARGIN

14.4%

10.3%

13.6%

N'000

(N2,155,000)
72.8%

N7,340,000

107.7%

Source: NSE, Afrinvest Research
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