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• The unaudited Q3 results for GTBank was released to the NSE this afternoon, showing a 17.7%
(Y-o-Y) rise in Gross Earnings from N107.2bn to N126.1bn in Q3 2011. The same trend was
observed for both pre and post-tax profits, up 31.6% to N47.4bn and N37.9bn from N36.0bn and
N28.8bn respectively. When compared to the preceding quarter, the bank reported Gross Earnings
of N34.3bn in Q3 2011, 26.1% lower than the N46.4bn reported in Q2. The reverse was however
observed for profits, with PBT growing by 13.9% to N15.5bn from N13.6bn and PAT notching a
more modest 9.1% rise from N11.6bn in Q2 to N12.7bn in Q3.
• While recognizing the seasonality of earnings and costs effects, the result was generally in line
with expectations. Relative to our forecasts, Gross Earnings came in 3.0% shy of our N130.0bn
estimate, while PBT fell short of our N50.6bn target by a more sizeable 6.3%. Similarly, the bank’s
reported net earnings were 3.9% below our N39.5bn forecast. GTBank made impressive gains in
profitability, expanding PBT and PAT margins by a further 4.0% and 3.2% to 37.6% and 30.3%
respectively (following the 3.7% and 5.5% respective increases in PBT and PAT margins in Q2).
• Given that we have yet to obtain a detailed copy of the result or to discuss these numbers with
management, we are constrained to make inferences. We note a marked rebound in credit
growth (up 6.3% in Q3) as against the marginal 0.8% decline in the preceding quarter, indicative
of an increase in risk appetite during Q3. On the flip side, customer deposits shrunk by 2.9% in Q3
in contrast to the 6.0% growth (19.5% increase in H1 vs. 16.5% YTD gain) in the preceding
quarter. This goes against the observed trend for those banks that have published Q3 results.
• GTBank currently trades at 8.2x earnings based on a trailing EPS of N1.61 (a 3.2% adverse variance
from our N1.67 EPS estimate) and market price of N13.20 (as at October 20, 2010). This represents
a premium to its peers – excluding UBA – trading at an average trailing P/E of 7.8x earnings. The
valuation premium on GTBank becomes more pronounced when viewed from a book value
perspective, trading at a 1.5x book versus a peer average of 1.0x book. However, the ROE and
ROA of 20.9% and 3.4% respectively, implied by the bank’s Q3 net earnings, make a strong case
for long term investment. This becomes more compelling, with an implied upside of 29.0% on our
established intrinsic price of N17.02 (arrived at using a blend of valuation methods). We therefore
continue to rate the Bank as a LONG-TERM BUY. In the near term though, prevailing market
sentiments appear inclined to support a NEUTRAL view, from a trading perspective.
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Table: GTBank Plc; Q3A 2011, Q3A 2010, Q3F 2011

30-Sep-11

30-Sep-10

% change

Analyst's Forecast % of Forecast

N'000

N'000

TURNOVER

N126,143,000

N107,177,000

17.7%

N130,045,000

97.0%

PBT

N47,399,000

N36,025,000

31.6%

N50,587,000

93.7%

TAX

(N9,479,000)

(N7,205,000)

PAT

N37,919,000

N28,820,000

PBT MARGIN

37.6%

33.6%

38.9%

PAT MARGIN

30.1%

26.9%

30.3%

GTBANK PLC
N'000

(N11,129,000)
31.6%

N39,458,000

96.1%

Source: NSE, Afrinvest Research
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