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• Stanbic IBTC’s unaudited Q3 2011 results were recently released, showing solid growth across
broad. Gross earnings were up 20.6% year-on-year (Y-o-Y) to N49.6bn from N41.1bn, while 9.2%
and 9.8% Y-o-Y increases in PBT and PAT were recorded respectively (PBT went from N10.1bn to
N11.0bn, while PAT rose to N7.9bn from N7.2bn). Relative to the preceding quarter, the growth in
Gross Earnings was less pronounced as the N17.4bn achieved in Q3 represented a modest 2.6%
increase on the Q2 figure. PBT however surged by 45.6% to N4.4bn from N3.0bn, while the 46.7%
rise delivered net earnings of N3.2bn in Q3 versus N2.1bn in the preceding quarter.
• Relative to our forecasts, Gross Earnings came in a marginal 1.1% shy of our N50.2bn target. At
N22.7bn, Net Interest Income was pretty much on the money (0.3% ahead of our estimate), while
the N20.2bn in Other Income was 3.4% better than our N19.6bn forecast. Pre and post-tax
earnings however deviated markedly, falling 22.9% and 26.2% below our N14.2bn and N10.7bn
estimates respectively. PBT & PAT margins fell 2.3% and 1.6% to 22.1% and 15.9% respectively
relative to 2010 levels, while profitability metrics, represented by the trailing ROE and ROA,
increased slightly to 11.0% and 2.4% from 10.7% and 1.5% respectively.
• The growth in Gross Earnings was primarily driven by the 36.3% growth in other (non-interest)
income and supported by 11.7% rise in net interest income. This buoyed operating income which
grew by 22.0% to N43.0bn (1.8% better than our N42.2bn estimate) from N35.2bn in Q3 2010. The
bank’s cost structure continues to come under significant pressure, on account of its expansion
drive (with impact on branch network, people and systems) which drove operating expenses up by
24.4% (this ultimately pegged the rise in PBT to 9.2% and largely explains the 12.4% adverse
variance from our N27.4bn forecast). Incidentally, this bank’s CIR has begun to trend downwards,
from 75.5% and 75.2% to 71.8% for Q1, Q2 and Q3 respectively.
• Deposits rose 7.5% during Q3 (a complete reversal from the 9.6% decline observed during Q2),
bringing aggregate YTD growth to 23.8%. We observed a slight improvement in funding costs,
down 0.6% (Q-o-Q) to 2.7%. This suggests that the increase in customer deposits were skewed
towards low interest bearing accounts, despite the 12.8% rise in interest expenses. Loan growth
accelerated in Q3 to 10.7% (from the 4.6% achieved in Q2) which brings aggregate YTD growth to
28.8%. Yield on interest bearing assets however fell by 141bps (Q-o-Q) to 8.8% from 10.2%, by
our estimates. NIMs therefore came under pressure in Q3, falling to 6.1% from 6.9% in Q2 (on our
estimates), perhaps indicative of a reluctance to pass on impact of successive rate hikes to
customers.
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• NPL ratio stayed flat at 6.2% (marginally lower than the 6.3% in Q2) which, given the 10.7%
growth in loans, is remarkable. While we look forward to the analyst teleconference call slated for
November 03, 2011 (3.00pm Lagos / 2.00pm London / 4.00pm Johannesburg) for greater clarity
regarding these numbers, we view the overall performance as positive, albeit with expectations of
continuous improvement in operating efficiency.
• On the strength of this performance, Stanbic IBTC trades at 17.0x earnings on a trailing basis (EPS
of N0.54) and market price of N9.20 as at October 28, 2011. This is at a significant premium to
peers, trading at 9.6x trailing 2011 earnings. The counter similarly trades at 2.1x 2010 book,
200.0% higher than its peer average P/BV of 0.7x. This peer comparison suggests an over-valuation
but given its intrinsic valuation which yields a 9-month target Price of N8.29 (based on a blend of
Residual Income and Discounted Dividend Valuation methodologies), we place a REDUCE rating of
the stock, as the target price translates to a 9.9% downside potential.

Table: Stanbic IBTC Bank Plc; Q3A 2011, Q3A 2010, Q3F 2011

30-Sep-11

30-Sep-10

N'000

N'000

TURNOVER

N49,592,000

N41,114,000

20.6%

N50,150,000

98.9%

PBT

N10,975,000

N10,053,000

9.2%

N14,241,000

77.1%

TAX

(N3,093,000)

(N2,872,000)

PAT

N7,882,000

N7,181,000

PBT MARGIN

22.1%

24.5%

28.4%

PAT MARGIN

15.9%

17.5%

21.3%
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% change

Analyst's Forecast % of Forecast
N'000

(N3,560,000)
9.8%

N10,680,000

73.8%

Research Note

Stanbic IBTC Bank Plc
Q3 2011 Results
31 October, 2011

DISCLAIMER
This report has been issued and approved by Afrinvest West Africa Limited (“Afrinvest”). This report is based on
information from various sources that we believe are reliable; however, no, representation is made that it is
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.
Any investment discussed may not be suitable for all investors. This report is provided solely for the information
of clients of Afrinvest who are expected to make their own investment decisions. Afrinvest conducts designated
investment business with market counter parties and intermediate customers and this document is directed only
at such persons. Other persons should not rely on this document. Afrinvest accepts no liability whatsoever for
any direct or consequential loss arising from any use of this report or its contents. This report is for private
circulation only. This report may not be reproduced distributed or published by any recipient for any purpose
without prior express consent of Afrinvest. Investments can fluctuate in price and value and the investor might
get back less than was originally invested. Past performance is not necessarily a guide to future performance. It
may be difficult for the investor to realize an investment. Afrinvest and/or a connected company may have a
position in any of the instruments mentioned in this document. Afrinvest and/or a connected company may or
may not have in the future a relationship with any of the entities mentioned in this document for which it has
received or may receive in the future fees or other compensation. Afrinvest is a member of The Nigerian Stock
Exchange and is regulated by the Securities and Exchange Commission to conduct investment business in
Nigeria.
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