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• Guinness (Nigeria) Plc yesterday released its unaudited Q1 results for the period ended September
30, 2011. The brewer grew turnover year-on-year (y-o-y) by 5.5% to N25.8bn, while PBT and PAT
fell by 1.8% and 2.7% to N3.3bn and N2.3bn respectively. In line with a historically weak Q1
revenue trend, Turnover and PAT were down, quarter-on-quarter (q-o-q), by 23.9% and 62.3%
respectively. PAT margin came in 80bps lower at 8.7% versus 9.5% in the corresponding 2010
period.

• The results trailed our expectations on both top and bottom line bases. Turnover came in 9.0%
below our forecast of N28.3bn, while PBT and PAT recorded negative variances of 10.7% and 8.5%
respectively, compared to our estimates. With limited details behind these numbers, we are quick
to note the significant rise in distribution and marketing spend which also accounted for over
20.0% of turnover (versus historical averages of 15.7%, and 16.8% in Q1, 2010). While the brewer
is yet to reap the benefit of recent capacity additions and maintenance capex in its Ogba and
Benin plants, recent price cuts and brand supporting advertising have yielded less-than-expected
growth in volumes, in our view. Despite abating headwinds on input costs (as shown in the
modest 8.5% increase in gross margin), the drop in net margins was above our expectation and
suggests potent competitive pressures and a slow growth in market share.

• On the back of these results, Guinness trades at a trailing P/E of 17.3x, a discount to NB’s trailing
P/E of 20.3x and an industry average of 18.8x. We have however revised our FYE 2012 forecasts,
based on this most recent performance. Our target price of N221.40 (established from a blend DCF
and Dividend Discount methodologies) implies a 5.4% upside from the current market price of
N210.00 as at November 10, 2011. We thus place a NEUTRAL recommendation on the counter.
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Table: Guinness (Nigeria) Plc; Q1A 2012, Q1A 2011, Q1F 2012

30-Sep-11

30-Sep-10

N'000

N'000

TURNOVER

N25,766,000

N24,416,000

5.5%

N28,302,540

91.0%

PBT

N3,315,000

N3,376,000

-1.8%

N3,713,080

89.3%

TAX

(N1,061,000)

(N1,060,000)

PAT

N2,254,000

N2,316,000

PBT MARGIN

12.9%

13.8%

13.1%

PAT MARGIN

8.7%

9.5%

8.7%

GUINNESS
(NIGERIA) PLC

% change

Analyst's Forecast % of Forecast
N'000

(N1,249,930)
-2.7%

N2,463,150

91.5%

Source: NSE, Afrinvest Research
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