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• Skye Bank’s unaudited Q3 2011 results released earlier this afternoon came in generally below
expectations. While Gross Earnings grew by 10.8% from N66.2bn in Q3 2010 to N73.3bn, it was
however 5.0% below our forecast of N77.1bn. Similarly, the bank reported 9.3% and 9.5%
increases in both pre and post tax profits from N10.7bn and N8.6bn to N11.7bn and N9.4bn
respectively. Relative to our forecasts of N15.5bn and N11.3bn, PBT and PAT significantly
underperformed by 24.3% and 17.0% respectively.

• Profitability margins generally held up, down slightly by 0.2% and 0.1% for PBT and PAT
respectively. Following the 4.8% decline in Q2 (2.2% contraction in the half year to June), we note
a 12.2% increase in credit growth in Q3, a marked acceleration which we reckon comes on the
heels of sale of NPLs to AMCON, hence a much cleaner balance sheet. Without the benefit of
management guidance on the numbers, the generally flat margins on display suggest a rise in the
bank’s operating cost profile in light of the increase in gross earnings. Based on the established
run rate for both top and bottom lines (revenues and net earnings) and given the marked
deviation from our estimates, we have revised our FY2011 estimates and forecasts for 2012 and
beyond.

• Skye Bank currently trades at 5.6x earnings, based on a trailing EPS of N0.85 and market price of
N4.80 (as at Oct 17, 2010). This represents a discount to peer average of 10.4x trailing 2011
earnings. Similarly, the bank trades at 0.5x 2010 book value, a discount compared to its peers
trading at an average of 0.7x book value. While our long term rating on the counter is under
review, we establish a BUY recommendation on the stock, given its trading multiples and the
underlying discounts in its valuation.
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Table: Skye Bank Plc; Q3A 2011, Q3A 2010, Q3F 2011

30-Sep-11

30-Sep-10

N'000

N'000

TURNOVER

N73,290,000

N66,166,000

10.8%

N77,109,250

95.0%

PBT

N11,712,000

N10,720,000

9.3%

N15,464,400

75.7%

TAX

(N2,346,000)

(N2,168,000)

PAT

N9,366,000

N8,552,000

PBT MARGIN

16.0%

16.2%

20.1%

PAT MARGIN

12.8%

12.9%

14.6%

SKYE BANK PLC

% change

Analyst's Forecast % of Forecast
N'000

(N4,175,000)
9.5%

N11,289,000

83.0%

Source: NSE, Afrinvest Research
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