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Nigerian Breweries (NB) released its unaudited third quarter results yesterday, showing a 22.4%
year-on-year growth in Turnover from N130.7bn to N160.0bn. Profit Before Tax (PBT) also
improved by 17.6% from N31.7bn to N37.3bn, while Profit After Tax (PAT) recorded a similar
increase of 17.5% from N21.1bn to N24.8bn. Turnover, pre and post-tax profits also increased
quarter-on-quarter in Q3 by 45.2%, 35.1% and 32.3% respectively. Pre-tax and net margins
however recorded year-on year declines of 100bps and 70bps to 23.3% and 15.5% respectively.

These results were in line with our un-annualized FYE 2011 forecasts on a top line basis, as
turnover was 0.9% below our N161.4bn estimate. Net earnings however fell significantly below
our N31.5bn forecast by 21.1%. While we recognize that the business environment in Q3 2011 was
constrained in terms of high operating costs and currency volatility, NB's historical performance
indicates that the review period contributes below 25.0% to annual performance. The brewer still
maintains its leadership in the Nigerian beer market (>65.0% market share) with clear dominance

in the premium lager segment (an estimated 60.0% of Nigeria’s beer volumes).

We are positive on the earnings outlook for NB, following its recent consolidation of regional
breweries acquired by its parent body, Heineken. We expect that the acquisitions should add
significant brewing capacity and further exposure to the non-alcoholic beer segments. We are
however concerned on the brewer’s unwillingness to clarify the facts behind its numbers with
analysts. Our long term call on the Nigerian beer market remains robust as per capita beer
consumption remains abysmally low, while rising GDP per capita, population expansion, youthful
demographics, as well as rapid urbanization provide robust tailwinds for revenue growth. We also
believe that NB will face stiff competition from new entrant, SAB Miller, to control majority stake

in the untapped low cost beer market.

Based on these results, NB now trades at trailing P/E and P/BV multiples of 20.2x and 14.4x
respectively, a premium to Guinness’ trailing P/E and P/BV of 17.9x and 8.7x respectively. Our full
year EPS forecast is N4.51 for NB, with a 2011 forward P/E of 18.8x (versus a peer average of 20.1x).
We maintain our NEUTRAL short term rating on the stock at this time as we require further insight

from management.
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NIGERIAN 30-Sep-11 30-Sep-10 % change | Analyst's Forecast | % of Forecast
BREWERIES PLC N'000 N'000 N'000
TURNOVER N159,965,000 | N130,706,000 22.4% N161,356,742 99.1%
PBT N37,282,000 N31,710,000 17.6% N42,761,249 87.2%
TAX (N12,455,000) | (N10,573,000) (N11,309,260)
PAT N24,827,000 N21,137,000 17.5% N31,451,989 78.9%
PBT MARGIN 23.3% 24.3% 26.5%
PAT MARGIN 15.5% 16.2% 19.5%

Source: NSE, Afrinvest Research
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accurate or complete. While reasonable care has been taken in preparing this document no responsibility or
liability is accepted for errors or fact or for any opinion expressed herein. This document is for information
purposes only. It does not constitute any offer or solicitation to any person to enter into any trading transaction.
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