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• Nestle (Nigeria) Plc yesterday released its unaudited financial results for the third quarter ended
30 September, 2011. Turnover grew by 23.8% from the N57.3bn reported in Q3 2010 to N70.9bn.
A further increase in the company’s cost profile (as seen from the Q2 2011 results) led to a 4.4%
decrease in PBT to N12.7bn from N13.3bn in Q3 2010, while PAT remained flat at N9.1bn. Quarteron-quarter, Nestle reported a turnover of N26.0bn in Q3 2011, representing a 6.5% increase over
the N24.4bn posted in Q2. The company however recorded huge declines of 38.3% and 28.6% on
PBT and PAT to N3.7bn and N2.9bn from Q2 2011 levels respectively.

• These results largely fall below our unannualized FYE 2011 estimates, particularly on a bottom line
basis. Turnover came in 0.6% shy of our N71.3bn forecast, while PBT and PAT underperformed by
21.9% and 19.4% respectively. While we are yet to speak with management on the finer details
behind these figures, these results call for concern as they show a sharp deviation from the
company’s historically strong performances in Q3 and Q4, both on top and bottom lines. We
expect the new factory at Flowergate Industrial Estate, which was commissioned in February 2011,
to continue to positively impact on revenues, however, we think Nestle’s operating cost profile
needs to be better managed.

• On the strength of this performance, Nestle trades at a trailing P/E of 21.0x earnings based on an
EPS of N19.08 and current market price of N401.00 (as at October 25, 2010). This represents a
premium to its peers trading at an average trailing P/E of 12.1x earnings. Although we remain
positive on the long term outlook on Nestle, we have established a target price of N372.96 based
on a blend of valuation methods (representing an downside potential of 7.0%). We therefore
maintain our REDUCE rating on the counter.
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Table: Nestle (Nigeria) Plc; Q3A 2011, Q3A 2010, Q3F 2011

30-Sep-11

30-Sep-10

N'000

N'000

TURNOVER

N70,904,000

N57,253,000

23.8%

N71,309,450

99.4%

PBT

N12,697,000

N13,281,000

-4.4%

N16,261,820

78.1%

TAX

(N3,555,000)

(N4,175,000)

PAT

N9,142,000

N9,106,000

PBT MARGIN

17.9%

23.2%

22.8%

PAT MARGIN

12.9%

15.9%

15.9%

NESTLE
(NIGERIA) PLC

% change

Analyst's Forecast % of Forecast
N'000

(N1,594,200)
0.4%

N11,347,240

80.6%

Source: NSE, Afrinvest Research
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