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26 March 2018 

SSA Banks 
 

Kenya and Nigeria – the best of both 
markets 
 

 We set out a performance league table for our SSA banks coverage, with a focus 

on the top five banks in Kenya and Nigeria. We have evaluated profitability, 

efficiency and market dominance. We also describe our selection criteria for each 

market following the release of their FY17 audited results. Nigerian banks (GTB 

and Zenith) outperform on ROE ranking, Kenyan banks outperform on 

efficiencies, while market share dominance (based on assets, loans and deposits) 

for the top five banks in relatively similar. The results reiterate our top picks 

within the two markets (GTB, Zenith, Equity and KCB) with a preference for 

Nigerian banks over Kenyan banks for now as we wait for a review of the interest 

rate cap in Kenya. 

 GTB, Zenith, Equity and KCB top our coverage based on ROEs. We believe that 

the higher interest rate environment in Nigeria and derivative gains have been 

key drivers of profitability in the country. Within our coverage, Guaranty Trust 

Bank (GTB) outperforms on both ROE and ROA. For Kenya, we attribute the lower 

ROE profile to NIM compression from 2016 as a result of interest rate caps 

introduced in September 2016. 

 Top five banks dominate above 50% market share in assets, loans and deposits. 

Our analysis shows that the Kenyan and Nigerian banking sectors are reasonably 

concentrated with the top five banks in both markets accounting for c.65% and 

53% of sector assets respectively (2017 latest available figures). Furthermore, 

the top five Nigerian banks dominate in loans and deposits (60% deposits, 58% 

loans) market share, far more than the Kenyan banks (54% deposits, 55% loans). 

In Nigeria, Zenith Bank dominates with a market share of 17%, while KCB is the 

dominant bank in Kenya with a market share of 16%. Within the top five, GTB 

has the lowest market share in Nigeria at 10% while BBK has the lowest in Kenya 

at 7%.  

 On average Kenyan banks have been more efficient than Nigerian banks. GTB, 

Zenith and DTB are top in efficiency with cost-to-income ratios of 36%, 43% 

and 43% respectively. On a regional basis, the Kenyan banks had a lower cost-

to-income ratio at 50.7% vs. 51.3% for the Nigerian banks in 2017. On a 

company level, however, the differences are quite notable. GTB is the most 

efficient bank in our coverage with an average (FY15 - FY17) cost-to-income 

ratio of 38% followed by DTB with an average of 41%. We note that for both 

banks staff costs contributed less than 40% of total costs in FY17.  

 Rate caps crimp Kenyan banks’ NIMs. The interest rate cap continues to limit 

NIMs for the Kenyan banks where NIMs have declined by 100 bps since 2015 

down to 8.35% for our top five banks. In contrast, Nigerian banks’ average NIMs 

improved from 7.41% in 2015 to 8.54% in 2017. Nigeria’s GTB Bank leads our 

ranking table with a NIM of 11.6% for FY17 while Access lags the group with a 

NIM of 5.8%. We believe that any rate cap reform that supports SME credit 

extension will be materially positive for our coverage names in Kenya.  

 Our top picks remain unchanged; GTB and Zenith in Nigeria, Equity and KCB in 

Kenya. We continue to prefer GTB (BUY TP N57) based on the bank’s sustainable 

efficiency model and growth in customers, which we expect to drive sustainable 

customer business in 2018e. Among the Kenyan banks we prefer Equity (BUY TP 

Ksh54) due to its relatively superior earnings growth profile over the next 2 years 

driven by renewed credit appetite supported by improved business sentiment. 
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Executive summary 

We set out a performance league table for our SSA banks coverage with a focus on the 

top five banks in Kenya and Nigeria. We have evaluated profitability, efficiency and 

market dominance. We also describe our selection criteria for each market following the 

release of their FY17 audited results.   

We arrived at our top five ranking based on market share of total assets. We also 

compare dynamics such as concentration, balance sheet structure and margins. While we 

wait for audited full-year results for UBA, FBNH and DTB, we apply their 9M:17 results 

for our analysis.   

GTB, Zenith and Equity lead on ROE 

GTB, Zenith and Equity top our coverage based on ROE, even though the Kenyan banks 

are more profitable on aggregate, with average ROE of 17.7% vs. 17.3% for the 

Nigerian banks. We believe that the higher interest rate environment in Nigeria and 

derivative gains have been key drivers of profitability. We attribute the Kenyan banks’ 

lower ROE profile to NIM compression from 2016 as a result of interest rate caps 

introduced in September 2016. Deteriorating asset quality resulting in higher loan loss 

provisions has been responsible for the weak ROE in FBNH and Access Bank.  

 

On average Kenyan banks have been more efficient than Nigerian banks 

GTB, Zenith and DTB have outperformed in efficiency, with cost-to-income ratios of 

36%, 43% and 43% respectively. On a regional basis, the Kenyan banks had a lower 

cost-to-income ratio at 50.7% vs. 51.3% for the Nigerian banks in 2017. Over the past 

three years, operating efficiency of the Kenyan banks has been higher at 50% vs. 53% 

for Nigerian banks.  

However, our analysis on total cost and revenue per employee across our 10 names, 

shows that Nigerian banks have much higher net revenue per employee (revenue per 

employee less cost per employee). Based on our calculations, Zenith has the highest net 

revenue per employee ahead of Access and GTB. In the Kenyan market, DTB is ahead of 

BBK and COOP.  

 

 

 

 

Figure 1: ROE ranking  

 

Source: Company financials, SBGS analysis,* 9M 17 figures 
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Top five banks in both markets account for over 50% of balance sheet 

In Nigeria, Zenith Bank dominates with a market share of 17%, while KCB is the 

dominant bank in Kenya with a market share of 16%. Within the top five, GTB has the 

lowest market share in Nigeria at 10% while BBK has the lowest in Kenya at 7%. 

The Kenyan and Nigerian banking sectors are reasonably concentrated with the top five 

banks in both markets accounting for c.65% and 53% of sector assets respectively. The 

assets of the Kenyan banking sector stood at USD40bn vs. USD101bn for the Nigerian 

banking sector.   

The top five banks account for c.54% of customer deposits in Kenya while the top five 

banks in Nigeria account for c.60% of deposits.  While customer loan market share of 

the top five Kenyan banks increased slightly to 55% in 2017 from 53% in 2015, the 

loan market share of the top five banks in Nigeria declined considerably to 58% in 

2017 from 65% in 2015.  KCB dominates the Kenyan banks on customer loans at 

c.17% over the past three years, while Zenith Bank has been dominating in the Nigerian 

banking sector at 13%.  

 

Figure 2: Cost-to-income ratio  

 

Source: Company financials, SBGS analysis,* 9M 17 figures 

Figure 3: Total assets market share of Kenyan banks vs Nigerian banks 

 

Source: Company financials, SBGS analysis,* 9M 17 figures 
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Rate caps crimp Kenyan banks’ NIMs 

Figure 4: Net-interest margin ranking (2017) 

 

Source: Company financials, SBGS analysis 

 

Nigeria’s GTB and Zenith banks’ NIMs rank top in our coverage at 11.6% and 9% with 

KCB at 8.9%. However, we note pre-rate caps, Kenyan banks’ NIMs were on average 

higher than those of Nigerian banks. The interest rate cap continues to limit NIMs for 

the Kenyan banks where NIMs have declined by 100 bps since 2015 down to 8.35% 

for our five banks. In contrast, Nigerian banks’ average NIMs improved from 7.41% in 

2015 to 8.54% in 2017. Nigeria’s GTB Bank tops our ranking table with a NIM of 

11.6% for FY17 while Access lags the group with a NIM of 5.8%.  

Loans and advances interest income remains a key driver of interest income. 

Nevertheless, it is worth noting that the contribution from investment securities grew in 

FY17 vs. FY16. In Nigeria, it grew from an average of 25% in FY16a to 30% in FY17 

and in Kenya from 25% in FY16a to 27% in FY17a. 

Kenyan bank loan yields declined from an average of 14.7% in 2015 to 12.4% in 

2017. The three local banks EB, COOP and KCB were the worst hit with loan yields 

declining by 350, 247 and 210 bps respectively. Post interest rate caps, lending yields 

are less divergent across the large retail banks ranging between 12.5% and 13.0%. 

Should interest rate cap reforms be favourable to SME market lending, we expect these 

three banks to be the main beneficiaries.  

 

Our top picks 

We maintain our preference for Nigerian banks over Kenyan banks as we wait for a 

review of the current interest rate cap. 

Among the Nigerian banks, GTB (BUY; TP: N57) is our top pick based on the following; 

 We believe that the bank’s sustainable efficiency model should keep the cost-

to-income ratio low relative to peers.  

 The bank continues to improve its retail profile and customer service 

offerings, resulting in strong customer growth. The bank acquired close to 3 

million customers in 2017. We expect this to drive sustainable customer 

business in 2018.    

We also have a preference for Zenith Bank (BUY; TP: N35) based on the following 
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 The bank’s operating efficiency is relatively lower than the peer average and 

has been consistent over the past five years, which should keep profitability 

relatively higher than peers. 

 The bank’s asset quality remains relatively better than peers, which has kept 

cost of risk lower than peers. 

Among the Kenyan banks, Equity (BUY; TP: KSh54) is our top pick based on the 

following; 

 Its relatively superior earnings growth profile over the next two years driven 

by renewed credit appetite supported by improved business sentiment. Equity 
held off loan growth in FY17 in what management termed a high-risk 

environment. Considering the bank’s strong deposit franchise (+1% growth 
FY17), mostly channelled to government securities, we expect Equity to 

rotate into customer loans in FY18 - FY19e (18% average) as some risks 

abate and the expectation of rate cap reforms. 

 We expect that Equity’s continued investment in alternative channels will 

continue to support superior non-interest income and improved efficiencies in 

the medium term.   

We also prefer KCB (BUY TP: KSh55) based on the following; 

 We expect the bank to continue loan growth into FY18 - FY19e as business 

conditions improve and the expectation of rate cap reforms. Its superior 
deposit franchise with growth of 11% in FY17a resulted in a cost of funds 

below 3.0%, well below most of its peers. 

 We note improved efficiencies at KCB over the past few years and expect to 

see the benefits of the recent staff rationalisation programme in 2017 that 
saw 316 staff released during the year.  

Key risks 

Nigeria 

 Further material reduction in yields could depress NIMs below expectations. 

 A slower than expected recovery in the economy could keep credit growth 

and fee income depressed for longer. 

 Higher than expected deterioration in asset quality could elevate credit 

impairments above expectations. 

 Sustainability of non-interest revenues remains a key concern in 2018 as high 

contribution from derivative and T-bills trading income is questionable over 

the near term.  

Kenya 

 Systemic challenges posed by smaller banks struggling to adjust to interest 

rate caps may still play out. 

 Interest rate caps dampen credit growth below our cautious expectations in 

the short term. Long term, we believe that rate cap reforms could be 

materially positive for the Kenyan banks. 

 System-wide asset quality continues to deteriorate. 
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Valuation summary 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 5: Valuation summary (22 March 2018) 

 

Source: Company financials, SBGS estimates and analysis 

Share price Rating Target Price Market Cap (USD'm)

Nigerian banks ROE EPS BVPS DPS PE PB DY

Guaranty Trust Bank PLC 44.95 BUY 57.00          3678 27% 5.96      24.74    2.89      7.5        1.8        6.4%

Zenith Bank Plc 28.8 BUY 35.00          2514 19% 5.16 28.75 2.58 5.6        1.0        9.0%

Access Bank Plc 11.1 BUY 13.71          893 17% 3.08 19.37 0.86 3.6        0.6        7.7%

United Bank for Africa Plc (UBA) 11.75 HOLD 11.36          1117 15% 2.31 17.24 0.92 5.1        0.7        7.9%

FBN Holdings Plc 12.05 HOLD 10.10          1202 12% 2.08 20.29 0.43 5.8        0.6        3.5%

Kenyan Banks

Equity Group Holdings 53.5 BUY 54 1963 23% 6.13 28.21 2.69 8.6 1.9 5.1%

Kenya Commercial Bank 51.5 BUY 55 1565 21% 7.5 25.78 3.5 6.9 1.4 6.8%

Co-operative Bank of Kenya 19.45 HOLD 18.6 1131 20% 2.13 13.27 0.91 9.1 1.5 4.7%

Barclays Bank of Kenya 12.65 HOLD 11.6 681 19% 1.62 8.9 1.17 7.8 1.4 9.2%

Diamond Trust Bank Kenya 216 SELL 163 518 15% 21.06 214.57 2.29 8 1 1.1%

Kenyan banks average 20% 8.89 60.15 2.11 8.07 1.44 5.4%

Nigerian banks average 18% 22.74 22.74 1.54 5.52 0.89 6.9%

FY18E
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Profitability 

GTB leads but FBNH lags 

Within our coverage, Guaranty Trust Bank (GTB) leads on both ROE and ROA. The ROE 

differential between GTB and the next bank, Zenith, stood at 560 bps in 2017. 

Nevertheless, over the past three years, Kenyan banks have dominated on ROE and 

ROA, with the top three Kenyan banks Equity, KCB and COOP dominating. We attribute 

the Kenyan bank’s lower ROE profile to NIM compression from 2016 as a result of 

interest rate caps introduced in September 2016. 

Median ROE for our coverage declined by 300 bps to 16% in 2017 from 19% in 2015, 

driven by a 560 bps decline in the Kenyan banks during the period. We believe that the 

introduction of interest rate caps in 2016 was partly responsible for the decline in 

returns. Hence, a revision in the policy expected in the next few months should improve 

the return profile of Kenyan banks materially.  

In our view, GTB’s superior ROE is supported by notable balance sheet growth, strong 

NIMs and efficiencies despite some asset quality concerns.   

 

Figure 6: GTB leads on ROE  

 

Source: Company financials, SBGS analysis, * 9M 17 figures 

Figure 7: GTB leads on ROA 

 

Source: Company financials, SBGS analysis,* 9M 17 figures 
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Despite the dominance of Nigerian banks such as GTB and Zenith on our profitability 

league table, Kenyan banks have held their own even in a rate cap environment by 

driving NIR and improving cost efficiencies over the past two -years. FBNH and DTB 

have lagged during the same period underperforming their peers, mainly due to their 

asset quality challenges. 
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Both markets are reasonably concentrated 

Total assets 

The Kenyan and Nigerian banks are reasonably concentrated with the top five banks in 

both markets accounting for c.65% and 53% of sector assets respectively. One caveat 

for our analysis is that we use October 2017 sector total assets figures for Kenyan 

banks and July 2017 figures for Nigerian banks. The assets of the Kenyan banking 

sector stood at USD40bn vs. USD101bn for the Nigerian banking sector.   

 
 

 

In Nigeria, Zenith Bank dominates with a market share of 17%, while KCB is the 

dominant bank in Kenya with a market share of 16%. Within the top five, GTB has the 

lowest market share in Nigeria at 10% while BBK has the lowest in Kenya at 7%.  

We note FBNH is the only Nigerian bank to have shed market share over the past three 

years. While in Kenya, Equity and DTB are the main market share winners over KCB, 

COOP and Barclays Kenya. 

 

Customer deposits 

Concentration of deposits is also high at 54% for Kenyan banks but higher with 

Nigerian banks at 60%. Deposit market share has been declining for the top five banks 

in Nigeria from 68% in 2015. We attribute this to increased liquidity tightening in 

Nigeria, which has resulted in higher competition for deposits in the sector.  

 

 

 

 

 

 

 

 

 

Figure 8: Nigerian banks’ market share of assets 

 

Source: Company financials, SBGS analysis,* 9M 17 figures 

Figure 9: Kenyan banks’ market share of assets  

 

Source: Company financials, SBGS analysis,* 9M 17 figures 
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In Kenya, market share of deposits for the top five banks has remained reasonably 

constant, if we include the next five banks we note an increase in market share by c.300 

bps.  We attribute this deposits movement to ‘flight to quality’ experienced post the 

collapse of three banks in the Kenyan market starting in early 2015. We maintain that 

deposit concentration in a capped rate environment would be negative for system-wide 

credit growth, as the banks benefiting from increased liquidity would be unlikely to 

originate loans when yields on treasuries offer better risk-adjusted returns. 

 

Low cost deposits concentration in both markets 

Below we show the deposit mix of the sector by type and by segment. Low-cost current 

and savings accounts are drivers of deposits for these banks with a higher concentration 

of retail and SME deposits. Retail and SME customers are less price sensitive hence the 

higher demand for such deposits. We see this reflected in funding costs. 

 

 

Figure 10: Nigerian banks’ market share of customer deposits 

 

Source: Company financials, SBGS analysis,* 9M 17 figures 

Figure 11: Kenyan banks’ market share of customer deposits 

 

Source: Company financials,  SBGS analysis,* 9M 17 figures 

Figure 12: Deposit split by type 

 

Source: Company financials, SBGS analysis,* 9M 17 figures 
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Kenyan banks have lower funding costs 

The Kenyan banks have the lowest funding costs within our coverage, with Equity Bank 

leading the pack. Barclays Kenya and KCB also have considerably low funding costs than 

our overall coverage. In our view, the lower funding costs are as a result of their larger 

than average retail segment compared to peers.  

We suspect that tight liquidity conditions in Nigeria over the past three years have been 

responsible for the higher cost of funds in Nigeria relative to Kenya. Over the past three 

years, the Central Bank of Nigeria has tightened liquidity to reduce demand for foreign 

exchange and curb inflation. Within our Nigerian coverage, GTB’s funding costs have 

been the lowest, while Access and Zenith have struggled to contain funding costs. We 

expect the trend to change given more stable FX conditions and declining inflation.   

 

 

  

Figure 13: Deposit split by segment 

 

Source: Company financials, SBGS analysis,* 9M 17 figures 

Figure 14: Cost of funds 

 

Source: Company financials, SBGS analysis,* 9M 17 figures 
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Customer loans 

Customer loan market share of the top five Kenyan banks increased slightly to 55% in 

2017 from 53% in 2015; however, loan market share of the top five banks in Nigeria 

declined considerably to 58% in 2017 from 65% in 2015.  KCB dominates the Kenyan 

banks on customer loans at c.17% over the past three years, while Zenith Bank 

dominates the Nigerian banking sector at 13%.  

 

 

 

 

 

 

 

 

 

 

 

 

 

The Nigerian banks have been deleveraging over the past three years, with a focus on 

reducing foreign currency loans. The tight liquidity environment has also depressed 

private sector credit for the sector as a whole. 

In Kenya, the market share shift in deposits in favour of the larger banks and the 

interest rate caps have left the smaller banks unable to lend, in our view, due to liquidity 

constraints and margin compression. However, should interest rate reforms be 

favourable, we may see the large banks’ loan market share reduce. 

Loan segments vary across both markets 

Corporate, commercial and public sectors dominate loans for the Nigerian banks while 

there appears to be a higher contribution from the SME and retail segment for Kenyan 

banks below. One caveat of our analysis is that our Kenyan bank numbers are best 

estimates based on annual reports where the information was not readily available. 

Figure 15: Nigerian banks’ market share of customer loans 

 

Source: Company financials, SBGS analysis,* 9M 17 figures 

Figure  16: Kenyan banks’ market share of customer loans 

 

Source: Company financials, SBGS analysis 

Figure 17: Customer loans by segment 

 

Source: Company financials, SBGS analysis,* 9M 17 figures 
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Loan-to-deposit ratio appears higher for the Kenyan banks at 84% vs. 71% for Nigerian 

banks.  

 

 

 

 

  

Figure 18: Sector loan-to-deposit ratios 

 

Source: Company financials, SBGS analysis,* 9M 17 figures 
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Net interest income  

Nigerian banks dominate three-year NII CAGR performance  
 
 

 

 

Our analysis highlights that Nigerian banks have outperformed Kenyan banks based on 

our three-year NII CAGR analysis. Nigerian banks’ three-year average CAGR is 14% 

compared to 8% for the Kenyan banks.  

In Nigeria, NIM expansion has been the main driver of strong NII growth in the market 

with the strongest three-year CAGR from Access Bank.  

In Kenya, overall NII performance has been decent supported by government yields as 

banks opted to hold back loan growth in favour of risk-free assets and lower funding 

costs with most banks favouring current deposits over term deposits since the 

imposition of a deposit floor.  

 

NII contribution is comparable across both markets  

 

Figure 19: Nigerian banks’ 3-yr NII performance 

 

Source: Company financials, SBGS analysis 

Figure 20: Kenyan banks’ 3-yr NII performance 

 

Source: Company financials, SBGS analysis. *9M17 

Figure 21: 2017 interest income contribution highlights fairly similar proportions across the two banking sectors 

 

Source: Company financials, SBGS analysis. *9M17 
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The strong contribution from interest income from loans and advances is not surprising 

across both markets. It’s worth noting that the contribution from investment securities 

grew in FY17 vs. FY16. In Nigeria, it grew from an average of 25% in FY16a to 30% in 

FY17 and in Kenya from 25% in FY16a to 27% in FY17a.  

The change in contribution in Kenya was as a result of muted loan growth for most of 

our coverage names despite decent deposits growth during the year. Difficult economic 

conditions in Nigeria resulted in loan book contraction in real term as banks reduced 

their risk appetite, deploying funds to T-bills. Yields on T-bills was high over the period.   

Loan yields lower across both markets 

 

Nigerian bank loan yields declined from an average of 13.1% in 2015 to 12.1% in 

2017. Zenith and GTB bucked the trend with loan yields increasing in FY17 by 300 bps 

and 160 bps respectively.  

Kenyan bank loan yields declined from an average of 14.7% in 2015 to 12.4% in 

2017. The three local banks EB, COOP and KCB were the worst hit with loan yields 

declining by 350, 247 and 210 bps respectively. Post interest rate caps, lending yields 

are less divergent across the large retail banks ranging between 12.5% and13.0%. 

Should interest rate cap reforms be favourable to SME market lending, we expect these 

three banks to be the main beneficiaries.  

Nigerian banks dominate NIMs 

Figure  22: Declining loan yields evident for Kenyan banks 

 

Source: Company financials, SBGS analysis 

Figure 23: Rising NIMs for the Nigerian market compared to declining yields in the Kenyan market 

 

Source: Company financials, SBGS analysis 
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Nigeria’s GTB’s NIMs rank top in our coverage at 11.6%. BBK comes second at 215 bps 

below GTB at 9.4%. However, we note that pre-rate caps, Kenyan banks’ NIMs were on 

average higher than those of Nigerian banks.  
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Non-interest income 

CAGR, Zenith leads 
 
 

 

 

 

Zenith’s NIR has outperformed the past three years with a CAGR of 79% driven by a 

combination of foreign currency revaluation gains and derivative income, which we can 

argue are poor quality as they are unsustainable. 

Equity Bank comes in a distant second with an NIR CAGR of 12% as its investment in 

alternative channels has improved its non-loan related fee income through increased 

transactions.  

 

Line item contribution of NIR 

 

Please note we have matched the individual line items as best we can based on our 

analysis of the underlying revenues. We highlight the following differences: 

Figure 24: Nigerian banks’ NIR performance 

 

Source: Company financials, SBGS analysis 

Figure 25:  Kenyan banks’ NIR performance 

 

Source: Company financials, SBGS analysis 

Figure 26: 2017 percentage contribution of non-interest income drivers  

 

Source: Company financials, SBGS analysis 
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 Fees and commission income in Nigeria includes other fees and commission that 

are related to loan fees, current account maintenance income, foreign exchange 

commission, card-related fees and e-business income. 

 Nigerian banks’ trading income relates to income from T-bills and bond trading. 

 Other fees and commission in Kenya relates to all non-loan fees and commission. 

This is mainly transactional revenues across the various bank channels. 

Access Bank clearly dominated FX revenues (73% contribution to NIR) across our 

coverage while GTB leads on fees and commission income (57% contribution to NIR).   

Kenyan banks’ investment in alternative channels has helped them to increase other 

fees and commission despite weakness in loan fee and commission income from lower 

loan growth. With most transactions going through alternative channels for most of the 

banks, it’s understandable that other fees are a dominant contributor of NIR in the 

absence of loan growth.  

 

NIR-to-total income growth over three years 

Zenith tops the ranking for FY17 NIR contribution to total income, followed closely by 

Access Bank. With Equity coming in third, we note NIR contribution is above 40% 

compared to an average of 28% for the other banks.  

NIR yields 

Figure 27: NIR to total income 

 

Source: Company financials, SBGS analysis 

Figure 28: NIR to total assets 

 

Source: Company financials, SBGS analysis 
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When we rank NIR yields, Equity takes first position placing Zenith in second position. 

KCB and COOP follow in third and fourth displacing Access Bank. We believe what 

distinguishes the banks with higher NIR yields is a large retail/customer base that 

translates into higher volumes of transactions than the majority of their peers. As such, 

NIR yields will tend to favour larger retail banks. We see a downside to Access’ NIR as 

FX derivative income outlook is declining given increased FX stability. We expect 

demand for and pricing of FX swaps to the Nigerian sovereign to contract.  
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Operating costs 

Cost-to-income ratios 

 

On average, both markets have similar cost-to-income ratios; 51.3% average for the 

Nigerian banks and 50.7% for the Kenyan banks. 

On a company level, however, the differences are quite notable. GTB is the most 

efficient bank in our coverage with an average (FY15 - FY17) cost-to-income ratio of 

38% followed by DTB with an average of 41%. We note that for both banks staff costs 

contributed less than 40% of total costs in FY17.  

Operating costs to assets 

 

Based on average opex to assets for the two markets, it is clear that the Nigerian market 

is more efficient with only 4.0% operating costs to assets compared to 5.3% for the 

Kenyan market.  

Kenyan banks both best and worst positioned. DTB stands out on this metric with the 

lowest operating costs to assets over the past three years. Equity Bank, on the other 

hand, is the least preferred on this metric with the highest level of 6.6% in FY17.  

 

Figure 29: Cost-to-income ratios 

 

Source: Company financials, SBGS analysis 

Figure 30 : Operating expenses to assets 

 

Source: Company financials, SBGS analysis 
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Operating costs split  

 

It is interesting to note that staff costs in Nigeria are only on average 31% of total 

operating costs, whereas in Kenya it is much higher at 46% of total costs.  

Nigerian banks: A number of banks have contract staff to handle functions such as 

customer service and some levels of branch operation, which typically costs less than 

full-time staff.  

Kenyan banks: The Kenyan banking sector for the most part still runs a branch-heavy 

distribution model and only recently have we seen investments in alternative banking 

channels, including agents, online and mobile platforms. 

Net revenue per employee 

 

Our analysis above shows the unit cost per employee (operating costs/number of 

employees), revenue per employee (total revenue/number of employees) and net 

revenue per employee (revenue less costs per employee). 

We note that while Zenith’s unit cost per employee is the highest in the Nigerian 

market, it also has the highest revenue per employee and net revenue per employee in 

our coverage. UBA and Equity trail their peers on this measure with the lowest net 

revenue per employee.  

Figure 31: Operating costs contribution 

 

Source: Company financials, SBGS analysis 

Figure 32: Net revenue per staff employee in USD (000) 

 

Source: Company financials, SBGS analysis 
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Asset quality 

NPL ratios, we note asset quality deterioration across both 
markets 

 

We note asset quality deterioration in both markets. In Nigeria, NPL ratios moved from 

an average of 5.4% in 2015 to 8.3% in 2017. In Kenya, NPL ratios moved from 4.0% 

to 7.5% in 2017. 

While FBN has had the most notable asset quality issues over the past three years, we 

note the improvement in NPL ratio in FY17 compared to FY16. 

 

Cost of risk 

 

For Nigeria, the weak macro has been a key driver of recent asset quality deterioration 

with sectors such as power, general commerce, oil and gas and telecoms driving 

impairments.  

Kenyan banks’ elevated 2017 cost of risk is due to sector asset quality issues in 2017 

as a result of a muted business environment in an election year.  

 

Figure 33: NPL ratios 

 

Source: Company financials, SBGS analysis 

Figure 34: Cost of risk for the past 3-years 

 

Source: Company financials, SBGS analysis 
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Coverage levels much higher in Nigeria than Kenya 

 

Nigerian banks include regulatory reserves in the NPL coverage figure, if we back that 

out coverage for most banks is lower than 100%.  

 

 

 

 

 

 

 

Figure 35: Coverage levels across Nigeria and Kenya 

 

Source: Company financials, SBGS analysis 
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Companies Mentioned  (Price as of 2018/03/22) 

Access Bank Plc (ACCESS.LG, N11.10, BUY, TP N13.71) 

Barclays Bank of Kenya Ltd (BBK.NR, KSh12.65, HOLD, TP KSh11.60) 

Co-operative Bank of Kenya (COOP.NR, KSh19.45, HOLD, TP KSh18.60) 

Diamond Trust Bank Kenya Ltd (DTK.NR, KSh216.00, SELL, TP KSh163.00) 

Equity Group Holdings Ltd (EQTY.NR, KSh52.50, BUY, TP KSh54.00) 

FBN Holdings Plc (FBNH.LG, N12.05, HOLD, TP N10.10) 

Guaranty Trust Bank Plc (GUARANT.LG, N44.95, BUY, TP N57.00) 

Kenya Commercial Bank Ltd (KCB.NR, KSh51.50, BUY, TP KSh55.00) 

United Bank for Africa Plc (UBA) (UBA.LG, N11.75, HOLD, TP N11.36) 

Zenith Bank Plc (ZENITHB.LG, N28.80, BUY, TP N35.00) 
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securities such as ADRs, the values of which are influenced by currency volatility, effectively assume this risk.  
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding 
and assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, 
spot and forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in 
purchasing a structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in 
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Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, 
in such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to 
make the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly 
it may prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
SBG Securities’ Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of associated 
expenses unless pre-approved by authorized members of Research management. 
SBG Securities maintains information barriers between its Analysts and the rest of its and its shareholders business divisions, more specifically the Investment Banking business. 
Analysts’, strategists’ and economists’ compensation is not linked to Investment Banking or Capital Markets transactions performed by SBG Sec or its shareholders. Facts and 
views presented in SBG Securities’ research have not been reviewed by, and may not reflect information known to, professionals in other SBG Sec or Standard Bank business areas, 
including investment banking personnel.  
This report is issued and distributed in Europe by Standard Advisory London Limited, 20 Gresham Street, London EC2V 7JE which is authorised by the Financial Conduct 
Authority (“FCA”). This report is being distributed in Kenya by Stanbic Bank Kenya ; in Nigeria by Stanbic IBTC; in Angola by Standard Bank de Angola S.A.; into the People’s 
Republic of China from overseas by the Standard Bank Limited; in Botswana by Stanbic Bank Botswana Limited; in Democratic Republic of Congo by Stanbic Bank Congo s.a.r.l.; 
in Ghana by Stanbic Bank Ghana Limited; in Hong Kong by Standard Advisory Asia Limited ,in Isle of Man by Standard Bank Isle of Man Limited; in Jersey by Standard Bank 
Jersey Limited; in Madagascar by Union Commercial Bank S.A.; in Mozambique by Standard Bank s.a.r.l.; in Malawi by Standard Bank Limited; in Namibia by Standard Bank 
Namibia Limited; in Mauritius by Standard Bank (Mauritius) Limited; in Tanzania by Stanbic Bank Tanzania Limited; in Swaziland by Standard Bank Swaziland Limited; in Zambia 
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All rights reserved. Any unauthorized use, duplication, redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the Product by 
electronic mail, posting of the Product on a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The 
information contained in the Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this report, MSCI 
sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any other MSCI 
intellectual property may not be reproduced, re-disseminated or used to create any financial products, including any indices. This information is provided on an "as is" basis. The 
user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the information hereby 
expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. Without limiting 
any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any 
damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates. SBG Securities accepts no liability whatsoever 
for the actions of third parties. The document may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the document refers to website 
material of SBG Securities, SBG Securities has not reviewed the linked site. Equally, except to the extent to which the document refers to website material of SBG Securities, SBG 
Securities takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or hyperlink 
(including addresses or hyperlinks to website material SBG Securities) is provided solely for your convenience and information and the content of the linked site does not in any 
way form part of this document. Accessing such website or following such link through the document or the website of SBG Securities shall be at your own risk and SBG Securities 
shall have no liability arising out of, or in connection with, any such referenced website. 
Please note that this report was originally prepared by SBG Securities for distribution to SBG Securities and Standard Bank Group market professionals and institutional investor 
customers. Recipients who are not market professionals or institutional investor customers of these firms should seek the advice of their independent financial advisor prior to 
taking any investment decision based on this report or for any necessary explanation of its contents. This research may relate to investments or services of a person outside of the 
UK or to other matters which are not regulated by the PRA or in respect of which the protections of the PRA for private customers and/or the UK compensation scheme may not 
be available, and further details as to where this may be the case are available upon request in respect of this report.  
In jurisdictions where Standard Bank Group is not already registered or licensed to trade in securities, transactions will only be effected in accordance with the applicable securities 
legislation, which will vary from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing 
requirements”. 
SBG Securities is a member of the JSE Limited.  
SBG Securities Research may not be distributed to the public media or quoted or used by the public media without the express written consent of the Group. 
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SBG Securities Coverage and Contacts 
Heads of Equity Research  Sector Heads  Macro 

Marc Ter Mors (Head of Equity Research) (27 11) 415 4265  Tim Clark (Metals and Mining) (27 11) 415 4295  Elna Moolman (SA Economics, Team Head) (27 11) 415 4543 

Gregory Waweru (East Africa)  (254 20) 363 8948  Rey Wium (Consumer) (27 11) 415 4250  Thanda Sithole (SA Economics) (27 11) 415 4285 

Muyiwa Oni (West Africa)  (234 1) 422 8667  Jonathan Kennedy-Good (TMT) (27 11) 415 4253  Phumelele Mbiyo (Head Africa ex. SA) (27 11) 415 4486 

  Bandi Zondo (Financials) (27 11) 415 4622  Dmitry Shishkin (Africa ex. SA) (44 203) 167 5134 

  Marc Ter Mors (Industrials) (27 11) 415 4265  Jibran Qureishi (East Africa) (254 20) 363 8138 

    Ayomide Mejabi (West Africa) (234 1) 270 0667 

     

Strategy   Commodities   

Deanne Gordon (Head SA Strategy) (27 21) 712 0875  
Tom Kendall (Precious metals)** (44 203) 145 
6867  

  

Adele Fermoyle (SA Strategy)  (27 11) 415 4429  
Marcus Garvey (Precious metals)** (44 203) 145 
6779  

  

     

Sector and Company Research 
South Africa  South Africa (continued)  Sub Saharan Africa (Ex-South Africa) 

Financials  Pharmaceuticals and Healthcare  Financials 

Bandi Zondo (Real Estate, Team Head) (27 11) 415 4622  Luresha Chetty (27 11) 415 4263  Muyiwa Oni (West Africa)  (234 1) 422 8667 

 Bandile.Zondo@sbgsecurities.com   Luresha.Chetty@sbgsecurities.com   Muyiwa.Oni@stanbicibtc.com 

James Starke (Banks) (27 11) 415 4649    Ola Warikoru (West Africa)  (234 1) 422 8575 

 James.Starke@sbgsecurities.com  Industrials   Ola.Warikoru@stanbicibtc.com 

Magdel Neale (Gen. Financials, ST Insurance) (27 11) 415 4271  Marc Ter Mors (Team Head) (27 11) 415 4265  Anne Kahure (East Africa) (254 20) 363 8947 

 Magdel.Neale@sbgsecurities.com   Marc.Termors@sbgsecurities.com   Anne.Kahure@stanbic.com 

Musa Malwandla (Life Insurance) (27 11) 415 4257     

 Musa.Malwandla@standardbank.co.za  Consumer  Consumer 

  Rey Wium (Lux/Bev/Tob, Team Head) (27 11) 415 4250  Efemena Esalomi (East and West Africa) (234 1) 422 8874 

TMT   Rey.Wium@sbgsecurities.com  Efemena.Esalomi@stanbicibtc.com   

Jonathan Kennedy-Good  (27 11) 415 4253  Sumil Seeraj (Food) (27 11) 415 4256  Funto Oluwasegun (West Africa)  (234 1) 422 8593 

 Jonathan.Kennedy-Good@sbgsecurities.com   Sumil.Seeraj@sbgsecurities.com   Olufunmito.Oluwasegun@stanbicibtc.com 

     

Retail  Metals and Mining  Construction and Materials 

Kaeleen Brown (27 83) 302 6269  Tim Clark (Metals & Mining, Team Head) (27 11) 415 4295  Gregory Waweru (East Africa)  (254 20) 363 8948 

Kaeleen.Brown@sbgsecurities.com   Tim.Clark@sbgsecurities.com   Gregory.Waweru@stanbic.com 

  Adrian Hammond (Gold) (27 11) 415 4616  Kuria Kamau (East Africa)  (254 20) 363 8931 

Construction and Materials   Adrian.Hammond@sbgsecurities.com   Kuria.Kamau@stanbic.com 

Marc Ter Mors  (27 11) 415 4265  Thabang Thlaku (Diversified Miners, Steel) (27 11) 415 4015   

 Marc.Termors@sbgsecurities.com   Thabang.Thlaku@sbgsecurities.com  TMT 

  Leroy Mnguni (Platinum Group Metals) (27 11) 415 4266  Gregory Waweru (East Africa)  (254 20) 363 8948 

Chemicals   Leroy.Mnguni@sbgsecurities.com   Gregory.Waweru@stanbic.com 

Adrian Hammond (27 11) 415 4616     

 Adrian.Hammond@sbgsecurities.com  Forestry & Paper  Airlines 

  Gavin Bantam (27 11) 415 4433  Gregory Waweru (East Africa)  (254 20) 363 8948 

   Gavin.Bantam@sbgsecurities.com   Gregory.Waweru@stanbic.com 

    Kuria Kamau (East Africa)  (254 20) 363 8931 

     Kuria.Kamau@stanbic.com 

     

Equity Sales 
South Africa  UK / Europe  Sub Saharan Africa (Ex-South Africa) 

Ross Elliot (27 11) 415 7020  Christian Simpson** (44 203) 145 6636  Elidah Mugunda (East Africa) (254 20) 363 8913 

Nick Higham (27 11) 415 7018  Jasper Crone** (44 203) 145 6711  Dele Akintola (West Africa) (234 1) 422 8335 

Graham York (27 21) 670 6423    Gbolahan Taiwo (West Africa) (234 1) 422 8385 

     

    USA 

    Marco Casas* (1 212) 407 5183 

    Luca Del Conte* (1 212) 407 5143 

     

Sales Trading 
South Africa  UK / Europe  West Africa 

Luke Middlewick (CE) (27 11) 415 7021  Ali Cinali** (44 203) 145 6547  Titi Ogungbesan (CE) (234 1) 422 8391 

Tom Gale (27 11) 415 7023  Will Lynch** (44 203) 145 6715  Deji Oladuntoye (Head Sales Trading) (234 1) 422 8355 

Tristyn Naidoo (27 11) 415 7022    Bunmi Olarinoye (Head Dealing)  (234 1) 422 8392 

Tokelo Khambule  (27 11) 415 7017     

Sed Naidu (27 11) 415 7029    East Africa 

Alexander Ferrer (27 11) 415 7024    Dennis Mwangi (Head Execution) (254 20) 363 8938 

    Eric Ogechi (254 20) 363 8961 

    Kennedy Karanja (254 20) 363 8991 

    Jean Aime Habimana (Rwanda) (250 784) 108 841 

     

*ICBC Standard Securities Inc, an affiliate of Standard Bank 
Group, which is registered with the SEC and a member of FINRA 

  

  

**ICBC Standard Bank Plc, an affiliate of Standard Bank Group  V3.1 
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