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Accelerated growth in data revenue to buoy
earnings despite soft macro conditions

MTN Nigeria (MTNN) reported double-digit growth in Revenue (up 13% yly to
N1.2trn) in FY 2019, on the back of growth in voice (+8% y/y) and data revenue
(+42% yly). Buoyed by the topline growth and the sub inflationary growth in
Operating Expenses (up 4% yly), Pre-tax Profit grew strongly, up 31% yly to
N2go.1bnin FY 2019.

We believe the outbreak of COVID-19 which has disrupted activities, leading to
shutdown of offices, factories, schools and social gatherings will result in
increased data and voice consumption in the short term as people increasingly
communicate remotely and seek entertainment during the lockdown. Thus, we
expect MTN’s earnings to receive a significant boost. Post COVID-19, we think
favorable demographics, rising smartphone penetration along with increasing
internet penetration (38.47% as at Jan-2020 compared with 32.34% in Jan 2019),
and continued investment by the company in deepening 4G coverage are positive
catalyst for earnings growth.

We have revised our estimates over our forecast years (2020-2024). The overall
impact is a marginal increase in our price target to N187.4/s from Ni184.2/s
previously, hence we retain our BUY recommendation. Our revised target price
implies an upside potential of 97.3% from the last closing price of Ng5.0/s. MTN is
currently trading at a FY2020e P/E and EV/EBITDA of 6.7x and 2.8x respectively,
a discount to EM peers average of 13.9x and 4.7x respectively.

MTNN FY 2019 Nm

MTN Nigeria N'm

Revenue

FY 2019 FY 2018 yly [oVALT:) Q3'19 q/q
1,169,735 1,039,118 13% 313,258 289,531 8%
(64,077)  (60,058) 7%
249,181 229,473 9%

(79,388)  (74,264) 7%

Direct Network Operating Costs (242,012)  (305,519) -21%

Profit after direct costs 927,723 733,599 26%

Total Operating Expenses (297,900)  (301,847) -1%

EBITDA 629,919 433,976  45.2% 169,818 155,233 9%
Depreciation (204,625)  (141,162) 45% (52,761) (51,876) 2%
Amortisation of Intangible Assets (29,997) (26,700) 12% (8,010) (7,510) 7%
Operating Profit 395,297 266,114 49% 109,047 95,847 14%
Finance Income 20,132 22,568 -11% 2,399 7,248 -67%
Finance Cost (125,325) (67,339) 86% (33,347) (32,887) 1%
Profit/(Loss) before Tax 290,104 221,343 31% 78,099 70,208 11%
Income Tax Expense (87,993) (75,657) 16% (24,311) (20,815) 17%
Profit After Tax 202,111 145,686 39% 53,787 49,393 9%
Net fair value loss on financial assets held at FVOCI 276 (491)  -156% 242 60 302%
Total Comprehensive Income/(loss) 202,387 145,195 39% 54,030 49,453 9%
Earnings Per Share 9.93 716 39% 2.64 2.43 9%
Margins: FY 2019 FY 2018  y/y bps Q4'19 Q3'19 q/q bps
EBITDA 54% 42% 1,209 54% 54% 59
Operating 34% 26% 818 35% 33% 171
PBT 25% 21% 350 25% 24% 68
Net margin 17% 14% 326 17% 17% 11

Source: Company, CSL Research
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Key data

Year to December, Nbn

2018 2019 2020e 2021e

Revenue 1,039.1 1,169.7 1,325.9 1,490.1
EBITDA 439.7 629.9  740.3 862.3
Net Profits 1457 2021 279.5 361.3
EPS, N 7.2 9.9 13.7 17.8
PE Ratio 12.9X 9.3X 6.7x 5.2X
EV/EBITDA 4.5X 3.4X 2.8x 2.3X

Dividend yield 2.5%  4.5% 3.8% 3.2%
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Sustains double-digit Revenue growth for the third consecutive year

MTNN sustained the double-digit growth in Revenue for the third consecutive year in
2019, as Revenue grew 13% y/y to N1.16trn, on the back of growth in voice (up 8%
yly) and data revenue (up 42%y/y). Management attributed the growth in voice
revenue to the increase in subscriber base (up 10.5% y/y to 64.3 million in FY 2019)
and voice traffic (up 7.6% yly). On the other hand, the growth in Data Revenue was
buoyed by growth in data subscribers (up 34.9% yly to 25.2 million in FY 2019),
greater data traffic (up 85.8% y/y) and improved 4G coverage following the activation
of 800MHz spectrum in Q2 2019. We believe the improved share of Data Revenue
(19% in FY 2019 vs. 15% in FY 2018) reflects the efforts of management in improving
customers experience through 4G penetration.

Fintech Revenue grew 23.3% y/y, supported by the increased adoption of the
company'’s flagship airtime lending service (MTN Xtratime). Notably, the company
launched a super-agent service in August 2019 which is largely concentrated on
airtime and data sales using agents (known as MOMO agents). With a network of
108,000 agents nationwide serving about one million customers in just four months
of operation, we expect continued growth in Fintech Revenue, driven by continued
uptake of the service. Additionally, we think the expansion of service offerings (based
on management’s guidance) in this segment to include cash deposit and withdrawal
services and facilitating e-commerce bodes well for future growth.

We highlight that the company also added 5.3 million smartphones to its network,
which increased smartphone penetration to 41.8%. Management noted that the
company ended the year with 132 cities in the country covered by 4G while 4G
coverage stood at 43.8% as of FY 2019 compared with 35.4% in FY 2018.

Accelerated growth in data revenue to offset slowing momentum in voice
Revenue

Although, the share of Voice Revenue declined to 73% in FY 2019 from 75% in FY
2018, we believe it reflects the growing shift to a data-centric model, driven by the
increased use of social media platforms among the populace in communicating.
Looking ahead, we believe the rising use of social networking sites particularly
WhatsApp for communication will continue to reduce voice traffic with its attendant
impact on voice Revenue. Additionally, we expect industry players to cut voice prices
in a desperate attempt to lure subscribers to make use of conventional airtime for
calls.

Overall, we estimate Voice Revenue will grow by 5% to N88g.gbn in 2020€, which is
slightly lower than the growth of 8% y/y reported in 2019. We also estimate the
contribution of Voice Revenue to overall Revenue will moderate to 67% in 2020e
from 73% in 2019.

However, we believe the slowing momentum in Voice Revenue will be offset by
faster growth in Non-Voice Revenue especially mobile data and Fintech. Rising
smartphone penetration along with increasing internet penetration (38.47% as at
Jan-2020), continued investment by the company in deepening 4G coverage and
attractive data offerings, should spur a rapid growth in data usage and in turn
improve Data Revenue.

Additionally, we expect the disruption to economic activities brought by the outbreak
of COVID-19 to further accelerate data Revenue in the short term, driven by higher
data consumption from white collar employees who have been compelled to work
remotely. Furthermore, the closure of schools and halt of social gatherings should
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increase consumption of data bundles as people, particularly the youth seek to
communicate remotely and keep themselves entertained.

Against this backdrop, we estimate data Revenue will grow 50% y/y (higher than 42%
in 2019) to N329.1bn in 2020e while the contribution of data Revenue to overall
Revenue will improve to 25% from 19% in 2019. All in, we project FY 2020 Revenue of
N1.32trn, implying a growth of 13% when compared with FY 201g9.

Network Operating Costs falls on first time adoption of IFRS 16 (LEASES)

Direct Network Operating Costs declined 22% y/y to N242.0bn owing to the marked
decline in BTS (base transceiver station) leasing cost. The marked decline in Network
Operating Costs was on the back of first-time adoption of IFRS 16- which required
the reclassification of the Interest Expense associated with BTS leasing cost as part of
Finance Cost. Under the old standard (IAS 17), Interest Expense associated with the
lease of BTS was classified as part of Network Operating Costs.

Management noted that c.20% of Network Operating Costs is denominated in US
dollar and a 10% depreciation in the local currency will lead to a 100bps decline in
EBITDA margin. Considering the recent upward adjustment in exchange rates (CBN
devalued the local currency c.5.5%, by raising the end-user price to N38o/$1 from
N360/$1 in 2019), we do not expect a material impact of Network Operating Costs.
Hence, we estimate a growth of 9.6% in 2020e.

EBITDA Margin to strengthen on cost efficiencies, growth in Revenue

MTN Nigeria reported EBIDTA growth of 45% y/y to N629.9bn and EBITDA margin of
53.8% under IFRS 16, which is the new reporting standard the group has adopted. For
the sake of comparability, management adjusted the numbers based on the
requirements of the old standard. Thus, on an IAS 17 basis (the old reporting
standard), EBITDA grew 20.9% y/y to N524.4bn in FY 2019 from N433.9bn in FY 2018
while EBITDA margin grew 3.0ppts y/y to 44.8% (FY 2018; 41.8%).

Following the adoption of IFRS 16, which was applied to its leases, the company
recognised a depreciation of N56.82bn in FY 2019 on its Right of use assets, bringing
total depreciation to N204.6bn in FY 2019 (FY 2018; Ni41.2bn). We estimate
depreciation charge of N206.4bn in 2020e. This coupled with our expectation of
double-digit growth in Revenue (+13% y/y in 2020e) and sub-inflationary growth in
Operating Expenses (+8% y/y in 2020e) makes us forecast EBITDA of N740.3bn in
2020e. Our EBITDA forecast translates to an EBITDA margin of 56% (FY 2019; 54%).

Initial adoption of IFRS 16 masks impact of improved debt mix on Finance Cost

Net Finance Cost grew 1.35x to N48.6bn, owing to rise in Finance Cost (+73% y/y to
N125.3bn) amidst a marginal decline in Finance Income (down 4% y/y to N20.1bn).
The surge in Finance Cost was largely due to a first-time Interest Expense of N68.1bn
incurred on Leases in FY 2019- as stated above, this was due to the adoption of IFRS
16 which requires the classification of Interest Expense on leases as part of Finance
Cost.

Excluding this item, Finance Cost would have increased by 16% y/y, which would
have reflected the improvement in its debt mix (Long term debt accounted for 92%
of total debt in FY 2019 compared to 18% in FY 2018) considering the substantial
increase in Gross debt (+135% y/y). On the other hand, the mild decline in Finance
Income was due to lower rates on deposits as Interest Income on bank deposits fell
3%y/y, despite the increase in cash and cash equivalents (N116.3bn in FY 2019 vs.
N53.0bnin FY 2018).
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Gross debt grew 135% y/y to N412.5bn- we believe this was largely due to the
N2oobn local currency syndicated term loan from local banks in May 2019. Despite
the substantial increase in the leverage position of the company (Debt/equity ratio of
2.9x in FY 2019 compared to 0.8x in FY 2018), we do not expect a surge in Finance
Cost in the short term given the extension of the maturity profile of its debt (Long
term debt accounted for 92% of total debt in FY 2019 compared to 18% in FY 2018).

We highlight that the share of FCY debt moderated significantly to 8% in FY 2019 vs.
49% in FY 2018, thus, we do not expect the recent devaluation in the local currency to
have a material impact on Finance Cost. Overall, we project Finance Cost of N125.1bn
in 2020e. We have also modelled an increase of 10% y/y in Finance Income in 2020e,
considering the sizeable increase in the company’s cash and cash equivalents
(N226.3bnin FY 2019 vs. N53.0bn in FY 2018).

Sustained double digit top line growth, cost efficiencies to buoy Profitability

Pre-tax Profit grew 31% y/y to N2go.1bn in FY 2019 (CSL estimate; N288.2bn). A
lower effective tax of 30% in FY 2019 compared to 34% in FY 2018 supported the
higher growth in Profit after tax (up 39% to N202.1bn in FY 2019). Consequently, EPS
grew 39% yly to Ng.g94 in FY 2019 from N7.13 in FY 2018. The company's
management declared a final dividend of N4.97, bringing total dividend declared in
2019 to N7.92.

Based on our expectations of sustained double-digit growth in Revenue driven by an
accelerated growth in data revenue, modest increase in Network Operating Costs
and sub-inflationary growth in OPEX, we estimate Pre-tax profit of N399.3bn in FY
2020¢€, translating to a growth of 38% when compared to N2go.1bn reported in FY
2019. Our PAT forecast of N279.5bn translates to an EPS of N13.7 in 2020e. In line
with management guidance of a dividend pay-out of c.80%, we project DPS of N11.0
in 2020e.

Valuation

We have revised our estimates over our forecast years (2020e-2024¢€). The overall
impact is a marginal increase in our price target to Ni87.4/s from N184.2/s
previously, hence we retain our BUY recommendation. Our revised target price
implies an upside potential of 97.3% from the last closing price of Ng5.0/s. MTN is
currently trading at a FY2020e P/E and EV/EBITDA of 6.7x and 2.8x respectively, a
discount to EM peer average of 13.9x and 4.7x respectively. We arrived at our target
price using Discounted Cash Flow (DCF) and Relative Valuation methods, assigning a
weighting of 60:40.
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MTNN, Financials

MTN Nigeria

Nm (unless otherwise stated)

Statement of Profit or loss 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E
Revenues 793,673 887,180 1,039,118 1,169,735  1,325950 1,490,146 1,654,735 1,821,626 1,980,879
Direct network operating costs (176,901)  (268,359) (305,519)  (242,012)  (265190)  (283,228)  (297,852)  (309,676) (316,941)
Profit after direct netwok costs 616,772 618,821 733,599 927,723 1,060,760 1,207,019 1,356,882 1,511,950 1,663,939
Total Opex (240,684)  (272,426)  (301,847)  (297,900)  (320,418)  (344,765)  (366,379)  (387,567)  (406,591)
EBITDA 376,088 346,395 431,752 629,822 740,341 862,253 990,504 1,124,383 1,257,348
Depreciation & Amortisation (143,739) (150,467)  (167,862)  (234,622) (238,141) (238,911) (245,752)  (246,944)  (252,226)
Other Income 0 0 2,225 97 0 0 0 0 0
EBIT 232,349 195,928 266,115 395,297 502,201 623,343 744,752 877,439 1,005,121
Net Finance (cost)/ income (105,699) (88,039) (44,771) (105193)  (102,865) (107,148) (101,351) (101,123) (98,126)
Exceptional Items - - - - - - 1 2
PBT 126,650 107,889 221,344 290,104 399,336 516,195 643,401 776,316 906,996
Taxation (37,851) (26,819) (75.657) (87,993)  (119,801)  (354,859)  (193,021) (232,895  (272,099)
Net Profits 88,799 81,070 145,687 202,111 279,535 361,336 450,381 543,421 634,897
EPS, N 436 3.98 7.16 9.93 13.73 17.75 2213 26.70 3119
DPS, N 3.50 319 571 7.92 10.99 14.20 17.70 2136 24.95
Payout Ratio 80% 80% 80% 80% 80% 80% 80% 80% 80%
Dividend Sum 71,300 64,993 116,157 161,428 223,629 289,070 360,305 434,737 507,918
Statement of Financial Position 2016 2017 2018 2019 2020E 2021F 2022E 2023E 2024E
Propoerty plant and equipment 494,670 582,439 607,024 625,096 645,649 665,531 686,703 707,573 727,381
Right of Use assets 0 0 0 500,068 488,565 477,073 465,068 450,666 436,521
Intangible Assets 141,488 128,602 119,368 120,947 122,260 114,101 106,133 101,527 96,910
Other Non-current Assets 22,765 17,151 19,493 16,997 16,401 16,222 16,168 16,152 16,148
Non-Current Assets 658,923 728,192 745,885 1,263,207 1,272,875 1,272,927 1,274,073 1,275,918 1,276,961
Inventories 9,160 5,730 1,539 910 1,277 891 1,354 945 1,207
Trade & Other Receivables 39,550 33,425 38,617 52,400 49,476 48,381 50,449 45,770 48,551
Cash and Cash Equivalents 146,369 89,565 53,012 116,278 170,714 215,962 267,442 328,939 387,911
Other Current Assets 168,705 112,697 102,687 92,876 93,876 94,876 95,876 96,876 97,877
Current Assets 363,784 241,417 195,855 262,463 315,342 360,110 415,121 472,529 535,546
Total Assets 1,022,707 969,609 941,740 1,525,571 1,588,218 1,633,037 1,689,194 1,748,447 1,812,507
LIABILITIES

Trade payables & Unearned revenue 255,568 245,991 213,715 190,440 187,725 184,619 179,791 174,987 168,140
Provisions 12,526 13,192 21,359 27,269 27,569 27,869 28,169 28,469 28,769
Taxation 52,807 25,997 54,131 65,626 75,626 80,626 85,626 80,626 70,626
Current Borrowings 100,054 119,820 143,876 32,453 61,249 66,000 71,535 77,984 85,497
Other Current Liabilities 67,347 136,651 147,866 81,906 81,006 80,106 79,206 78,306 77,407
Current Liabilities 488,302 541,651 580,947 397,695 433175 439,220 444,328 440,373 430,439
Long term borrowings 189,783 135,545 31,438 380,089 351,293 317,746 278,663 233,132 180,089
Other non current liabilities 263,011 179,560 110,001 603,102 603,157 603,212 603,267 603,322 603,380
Non-current liabilities 452,794 315,105 141,439 983,190 954,449 920,957 881,930 836,454 783,468
Total Liabilities 941,096 856,756 722,386 1,380,885 1,387,625 1,360,177 1,326,258 1,276,826 1,213,907
Share capital 646 646 646 407 407 407 407 407 407
Share premium Account 64,498 64,498 64,498 17,216 17,216 17,216 17,216 17,216 17,216
Retained Profit 16,140 47,210 154,201 126,541 182,448 254,716 344,792 453,476 580,456
Other reserves 326 497 6 521 521 521 521 521 521
Shareholders' Funds 81,610 112,851 219,351 144,686 200,593 272,860 362,936 471,621 598,600
Total equity and liabilities 1,022,706 969,607 941,737 1,525,571 1,588,218 1,633,037 1,689,194 1,748,447 1,812,507

Source: Company, CSL estimates
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Profitability Ratios 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E
Gross Profit Margin 77.7% 69.8% 70.6% 79.3% 80.0% 81.0% 82.0% 83.0% 84.0%
Opex/Sales 30.3% 30.7% 29.0% 25.5% 24.2% 23.1% 22.1% 21.3% 20.5%
EBITDA Margin 47.4% 39.0% 41.5% 53.8% 55.8% 57.9% 59.9% 61.7% 63.5%
Operating Profit Margin 29.3% 22.1% 25.6% 33.8% 37.9% 41.8% 45.0% 48.2% 50.7%
PBT Margin 16.0% 12.2% 21.3% 24.8% 30.1% 34.6% 38.9% 42.6% 45.8%
Net Profit Margin 11.2% 9.1% 14.0% 17.3% 21.1% 24.2% 27.2% 29.8% 32.1%
ROAA 8.8% 8.1% 15.2% 16.4% 18.0% 22.4% 27.1% 31.6% 35.7%
ROCE 127.9% 84.2% 73.3% 223.2% 191.8% 184.0% 171.4% 159.6% 146.9%
ROAE 251.4% 83.4% 87.7% 111.0% 161.9% 152.6% 141.7% 130.2% 118.6%
Dividend Yield 3.8% 3.5% 6.2% 8.6% 11.9% 15.4% 19.2% 23.2% 27.1%
Activity Ratios 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E
Inventory Turnover 0.59X 0.97X 1.70X 10.43X% 10.50% 15.50% 10.50% 15.50% 12.50X
Days of Inventory on Hand 623 377 214 35 35 24 35 24 29
Receivables Turnover 16.24X 24.31X 28.85x 25.70X 26.03% 30.46% 33.49X 37.86x 42.00X
Days of Sales Outstanding 22 15 13 14 14 12 11 10 9
Payables Turnover 4.09X 3.54X 4.52X 5.79X 7.01x 8.00x 9.08x 10.27X 11.55%
Payable Days 89 103 81 63 52 46 40 36 32
Operating Performance Ratios 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E
Total Asset Turnover 0.8x 0.9X% 1.1X 0.9% 0.9%X 0.9%X 1.0X 1.1X 1.1X
Fixed Asset Turnover 1.2X 1.3X 1.4X 1.2X 1.0X 1.2X 1.3X 1.4X 1.6X
Current Asset Turnover 2.1X 2.9x 4.8x 5.1X 4.6x 44X 4.3X 4.1X 3.9%
Inventory Turnover 0.6x 1.0X 1.7X 10.4X 10.5x 15.5X 10.5X 15.5% 12.5X
Cash Turnover 4.6X 7-5X 14.6X 13.8x 9.2X 7-7X 6.8x 6.1 5.5X
Liquidity Ratios 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E
Current Ratio 0.7% 0.4X 0.3X 0.7X 0.7X 0.8x 0.9Xx 1.1x 1.2X
Quick Ratio 0.7X 0.4X 0.3X 0.7X 0.7X 0.8x 0.9Xx 1.1 1.2X
Cash Ratio 0.4X 0.4X 0.6Xx 0.2X 0.2X 0.3X 0.3X 0.4X 0.5X
Solvency Ratios 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E
Debt-to-Capital Ratio 1.6x 1.1X 0.5X 2.3x 1.6x 1.aX 0.8x 0.6x 0.4X
Net Debt-to-Equity Ratio 1.8x 1.5X 0.6x 2.0x 1.2X 0.6x 0.2X 0.0X -0.2X
Debt-to-Equity Ratio 3.6x 2.3X 0.8x 2.9X 2.1X 1.4X 1.0X 0.7X 0.4X
Debt-to-Assets Ratio 0.3%x 0.3X 0.2X 0.3X 0.3X 0.2X 0.2X 0.2X 0.1X
Financial Leverage 28.5% 10.2X 5.8x 6.8x 9.0X 6.8x 5.2X 4.1X 3.3X
Investment Valuation Ratios 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E
Price-to-Earnings Ratio 21.1X 23.1X 12.9X 9.3X 6.7x 5.2X 4.2X 3.4X 2.9X
Price-to-Book Ratio 1.8x 1.9X 2.0X 1.2X 1.2X 1.1X 1.1X 1.1x 1.0X
Price-to-Sales Ratio 2.4X 2.1x 1.8x 1.6x 1.4X 1.3X 1.1X 1.0X 0.9X
EV/EBITDA 5.3X 5.8x 4.5X 3.4X 2.8%x 2.3X 1.9% 1.6x 1.4X
EV/Sales 2.5X 2.3x 1.9X 1.8x 1.6x 1.3X 1.2X 1.0X 0.9X
Free Cash Flow Yield 0.1X 0.0X 0.1X 0.2X 0.2X 0.3X 0.3X 0.4X 0.4X
Y/y growth 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E
Revenues -1.7% 11.8% 17.1% 12.6% 13.4% 12.4% 11.0% 10.1% 8.7%
Gross Profit -9.5% 0.3% 18.5% 26.5% 14.3% 13.8% 12.4% 11.4% 10.2%
Total Opex -54.0% 13.2% 10.8% -1.3% 7.6% 7.6% 6.3% 5.8% 4.9%
EBITDA 136.8% -7.9% 25.3% 45.2% 17.5% 16.5% 14.9% 13.5% 11.8%
EBIT 1160% -16% 36% 49% 27% 24% 19% 18% 15%
PBT N/A -14.8% 105.2% 31.1% 37.7% 29.3% 24.6% 20.7% 16.8%
Net Profits N/A -8.7% 79.7% 38.7% 38.3% 29.3% 24.6% 20.7% 16.8%
EPS N/A -8.7% 79.7% 38.7% 38.3% 29.3% 24.6% 20.7% 16.8%
DPS N/A -8.8% 78.7% 38.8% 38.7% 29.3% 24.6% 20.7% 16.8%
Source: Company, CSL estimates
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their compensation was, is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) expressed by that

research analyst in this research report.
Important disclosures

Ratings and Target Price History

MTNN

Date Price (N) Old Target (N) New Price Target (N) Old recommendation Newrecommendation

22-May-19 131.7 - 180.0 - Buy
30-Jul-19 127.0 180.0 182.6 Buy Buy
8-Nov-19 122.0 182.6 184.2 Buy Buy
9-Apr-20 95.0 184.2 187.4 Buy Buy
CSL Research Ratings Distribution
BUY HOLD SELL Not Rated Total
Coverage universe 16 11 3 3 33
% distribution 48% 33% 9% 9%
Investment banking clients 0 1 1 o 2
% distribution 0% 50% 50% 0%

Explanation of CSL Research's equity research rating system

Buy:

Hold:

Sell:

Not Rated:

Benchmark:

Price targets:

Asset allocation:

The analyst expects the stock to outperform the Benchmark over the next 12 months or the stated investment horizon.

The analyst expects the stock to perform in line with the Benchmark over the next 12 months or the stated investment
horizon.

The analyst expects the stock to underperform the Benchmark over the next 12 months or the stated investment
horizon.

The rating and price target have been suspended temporarily to comply with applicable regulations and/or firm policies
in certain circumstances including when FCMB Bank UK or the Group is acting in an advisory capacity in a merger or
strategic transaction involving the company or due to factors which limits the analysts ability to provide forecasts for the
company in question.

The benchmark is the trailing three year average yield of the 12 month T-Bill plus one standard deviation rounded to the
nearest percent.

Price targets, if discussed, reflect in part the analyst's estimates for the company's earnings. The achievement of any
price target may be impeded by general market and macroeconomic trends, and by other risks related to the company
or the market, and may not occur if the company's earnings fall short of estimates.

Asset allocation is the responsibility of the strategy team. The recommended weight (Buy, Hold and Sell) for equities,
cash and fixed income instruments is based on a number of metrics and does not relate to a particular size change in one
variable.
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Other disclosures
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The analyst(s) responsible for the preparation and content of this report (as shown on the front page of this report) holds
personal positions in a class of common equity securities of the company.

The company beneficially owns more than 5% in FCMB Bank UK or First City Group (“the Group”).

CSL Stockbrokers Limited (CSLS) or the Group is a market maker in the publicly traded equity securities of the company.
CSL Stockbrokers Limited (CSLS) or the Group beneficially owns 1% or more of the equity securities of the company.
CSL Stockbrokers Limited (CSLS) or the Group beneficially holds a significant interest of the debt of the company.

CSL Stockbrokers Limited (CSLS) or the Group has been lead manager or co-lead manager over the previous 12 months of
any publicly disclosed offer of securities of the company.

The company is a client of the investment banking division of the Group.

CSL Stockbrokers Limited (CSLS) or the Group has lead managed or co-lead managed a public offering of the securities of the
company within the last 12 months.

CSL Stockbrokers Limited (CSLS) or the Group has received compensation for investment banking services from the
company within the last 12 months.

CSL Stockbrokers Limited (CSLS) or the Group expects to receive, or intends to seek, compensation for investment banking
services from the company during the next 3 months.

Companies from which CSL Stockbrokers Limited (CSLS) or the Group’s investment banking division has received
compensation in the last 12 months.

Buy Hold Sell Not Rated Total
o o 1 o 1
% distribution 0% 0% 100% 0%
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Important Risk Warnings and Disclaimers

CSL STOCKBROKERS LIMITED (“CSLS"") is regulated by the Securities and Exchange Commission, Nigeria. CSLS is a
member of the Nigerian Stock Exchange.

FCMB Bank (UK) LIMITED (*FCMB Bank UK"), trading in the name of ‘CSL Stockbrokers’ for its stockbroking activities, is
authorised by the Prudential Regulation Authority (PRA) and regulated by the Financial Conduct Authority (FCA) and the PRA
in the United Kingdom. The details of the authorisation can be viewed at the Financial Services Register at
http://www.fsa.gov.uk/register/home.do by entering the Firm Reference Number 502704. FCMB Bank UK is registered in
England and Wales No. 6621225,

Both CSLS and FCMB Bank UK are members of the FCMB Group (“the Group”) of Nigeria, a group of companies which also
includes First City Monument Bank Ltd.

RELIANCE ON THIS PUBLICATION FOR THE PURPOSE OF ENGAGING IN ANY INVESTMENT ACTIVITY MAY EXPOSE YOU
TO A SIGNIFICANT RISK OF LOSS. By receiving this document, you will not be deemed a client or provided with the
protections afforded to clients of CSLS and FCMB Bank UK. When distributing this document, CSLS, or any member of the
Group is not acting for any recipient of this document and will not be responsible for providing advice to any recipient in
relation to this document. Accordingly, CSLS or any member of the Group will not be responsible to any recipient for
providing the protections afforded to its clients.

If you are in the UK, you are a person to whom either Articles 19 or 49 of the Financial Services and Markets 2000 (Financial
Promotion) Order 2005 apply or a person to whom this communication may otherwise be lawfully made.

In the United Kingdom, this document is available only to such persons described above and persons of any other description
should not rely on this document. Transmission of this document to any other person in the United Kingdom is unauthorized
and may contravene the Financial Services and Markets Act 2000 (FSMA). If you are not such a person or if the distribution of
this document is otherwise unlawful where you are, you are required to return the document immediately to CSLS. This
document is not intended for Retail Clients in the UK.

This document is not an offer to buy or sell or to solicit an offer to buy or sell any securities. This document does not provide
individually tailored investment advice. It has been prepared without regard to the individual financial circumstances and
objectives of persons who receive it. The appropriateness of a particular investment will depend on an investor’s individual
circumstances and objectives. The investments and shares referred to in this document may not be suitable for all investors.

CSLS or any other member of the Group may effect transactions in shares mentioned herein and may take proprietary trading
positions in those shares, and may receive remuneration for the publication of its research and for other services. Accordingly,
this document may not be considered as objective or impartial. Additionally, information may be available to CSLS, or the
Group, which is not reflected in this material. Further information on CSLS’ policy regarding potential conflicts of interest in
the context of investment research and CSLS’ policy on disclosure and conflicts in general are available on request.

This document is based on publicly available information obtained from sources which CSLS believes are reliable, but which it
has not independently verified. Neither CSLS, or their advisors, directors or employees make any guarantee, representation or
warranty as to the accuracy, reasonableness or completeness of this information and neither CSLS or their advisors, directors
or employees accepts any responsibility or liability whatsoever (in negligence or otherwise) for any loss howsoever arising
from any use of this document or its contents or otherwise arising in connection with this document. The opinions contained
in this document are subject to change without notice and are not to be relied upon and should not be used in substitution for
the exercise of independent judgment.

Past performance is not a guarantee of future performance. Investments may go down in value as well as up and you may not
get back the full amount invested. Where an investment is denominated in a currency other than the local currency of the
recipient of the research report, changes in the exchange rates may have an adverse effect on the value, price or income of
that investment. In case of an investment for which there is no recognised market it may be difficult for investors to sell their
investment or to obtain reliable information about their value or the extent of the risk to which they are exposed.
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The information contained in this document is confidential and is solely for use of those persons to whom it is addressed and
may not be reproduced, further distributed to any other person or published, in whole or in part, for any purpose.

@Copyright CSL STOCKBROKERS LIMITED, 2017. All rights reserved.
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