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Revenues decelerate 

• Access Bank (Access) reported 5% YoY contraction in 

gross earnings to N104.1bn for the 6 months to June 

2013. Aided by exceptionally strong performance in the 

base period with Q1 12 marking the historical peak for 

PBT and PAT, these items fell 14% and 22% YoY to 

N26.1bn and N20.7bn respectively while the bank 

declared an interim dividend of N0.25.  

 

• Q2 13 Gross earnings of N51.4bn were 8% below our 

estimates. Also, though its was 14% higher QoQ, Q2 13 

interest income of N38.6bn was 4% behind our 

estimates, where we had anticipated Access’ ongoing 

investment of rediscounting proceeds would be 

accompanied by less re-investment risk as loan durations 

lengthened. However, while asset yields expanded 40bps 

QoQ to match our FYE 10%, driven by a 10% QoQ 

expansion in loans to N685bn and a 7% rise in 

investment securities to N509bn, cash fell 16% and T-

bill holdings halved QoQ, holding total assets to a 

much-slower-than-expected a 2% QoQ growth at 

N1.45trn. This underpinned the shortfall in interest 

income.  

 

 

 

 

Income Statement Data  
 2013- 6 'm  2012 - 6 'm %chg

Revenue 104,127 109,959 -5%
PBT 26,090 30,206 -14%
Tax (5,377) (3,518) 53%
PAT 20,714 26,688 -22%

Balance Sheet Data   
  2013-Jun'm  2012 -Dec 'm %chg 

 

Cash 220,930 296,185 -25% 

Loans  684,698 604,073 13% 

Deposits 1,279,735 1,201,482 7% 

Fixed Asset 66,063 64,566 2% 

Net Assets 239,937 240,990 0% 
 

Stock Data 
Price N10.9
52 week range   N7.68– N12.39
Market Cap. (N'm)  249,482.47
1-month Avg. Vol  12,122,028
Curr. PE 6.7x
Bloomberg Ticker   ACCESS NL 
Reuters Ticker   ACCESS.LG
 Access Plc - Share Price Trend 
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• Significantly, we had highlighted that Access’ attribution of the surprising strength 

of Q1 non-interest revenue (NIR) to its enlarged platform was not particularly 

convincing. This stance was apparently corroborated by a 34% QoQ contraction 

in this item to N12.4bn in Q2 13, 22% behind our estimates. Fee income also 

declined for the second quarter running (-9% to N7.8bn) even as other income 

halved to N5bn in Q2 13. Thus, weaker NIR was largely responsible for the 2% 

QoQ contraction in revenues. 

 

As inefficiencies compound operating woes 

• On a positive note, in spite of a 6% QoQ deposit growth to N1.28trn, interest 

expense was flat QoQ at N17bn. Whilst this was 2% behind our forecasts, slower 

than expected expansion in overall funding base meant cost savings were weaker 

than we envisaged and annualised WACF dipped 20bps QoQ to 4.8% (FY 13E: 

4.3%).  

• Exacerbating the 5% QoQ decline in operating profits to N34bn, Q2 13 opex 

jumped 19% QoQ to N29.5bn. Cost pressures cut across virtually all components. 

Personnel expenses rose 10% QoQ to N8.4bn, depreciation & amortization 

spiked 28% to N3.4bn and other opex increased 18% to N17bn. Coupled with 

weaker revenues, cost to income ratio (CIR) jumped 18pps QoQ to 87% (Q2 

13E:63%)—an historical peak.  

 

Writebacks to the rescue 

• However, after a N417mn write-back in Q1 13, Access booked a further N9.8bn 

write-back in Q2 13. Though it did not elaborate on this, it may relate to a well-

publicised downstream oil and gas exposure on which, during the Q1 conference 

call, Access affirmed it “received a very favourable settlement”. Significantly, 

Access loan book showed reasonable growth only recently, diminishing the 

likelihood of a major role from broader NPL recoveries in writebacks. In contrast 

to our forecast N2.8bn provisions, the large writeback solely offset the foregoing 

operational weakness. Consequently, N14.6bn PBT was 28% higher QoQ and 

25% ahead of our estimates. Although tax rate accelerated 13pps QoQ to 26% 

(Q3 13E: 16%), PAT was nevertheless 9% higher QoQ with corresponding 21% 

margin 200bps ahead QoQ and 400bps ahead of our estimate.  



 

 

Operational shortfalls induce further tempering of forecasts 

• The underperformance to our Q2 13 forecast, which we had tempered 

significantly after revenues underperformed by 13% in Q1 13, suggests our views 

on Access’ revenues may have been optimistic. In view of ongoing weakness, we 

adjust our forecast with further cuts in NIR estimates (-19%) which we believe will 

likely remain under pressure for the rest of the year as a consequence of new 

regulatory policies. We also adjust earning assets for slower run-rate which puts 

Q3 interest income 2% lower than previous. Overall, at N52.3bn and N208.6bn 

respectively, Q3 13E and FY 13E gross earnings are 7% and 6% lower than 

previous.  This would put Q3 13 revenues 2% lower YoY while FY 13E would be 

flat YoY. 

 

• We also expect interest expense to rise with the expanded funding base in our 

forecasts, driven by cost pressures we anticipate from the recent CRR hike. Thus, 

our Q3 interest expense is 6% higher than previous at N17.6bn with FY 13E 

WACF up 30bps at 4.6%.  

 

• Additionally, in light of its acceleration in Q2 13, we have revised opex 7% higher 

from previous to N26bn which puts FY CIR at 77%, at par with H1 levels. Based 

on our view of the nature of the write-backs in H1 13, we maintain our previous 

N2.5bn quarterly run-rate for provisions for the second half of the year, but with 

the significant write-back in Q2, this would still leave a net writeback of N5bn for 

FY 13E.  

  

Anticipated dip in profit drives rating downgrade  

• In spite of this support from write-backs, our FY 13E PBT of N37.8bn and PAT 

of N32bn (EPS: N1.4) are 21% lower than previous and respectively 15% and 

25% lower YoY, reflecting unanticipated operating cost pressures that have 

emerged H1 13. Accordingly, our revised FV estimate is 11% lower than previous 

at N12.2. Also, current PE of 6.7x and forward PE of 7.8x are now at a premia to 

respective peer averages of 6.3x and 6x though P/Bv of 1x is at discount to peers’ 

1.4x. This estimate is now a mere 12% higher than today’s close and we cut our 

rating on the stock from STRONG BUY to OVERWEIGHT.  



 

 

Summary of Forecasts 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Company financials, ARM Estimates 

Quarterly      

Income Statement (N’m) Q3 2013E Q4 2013E Q1 2014E Q2 2014E  

Net interest income 21,864 21,995 23,965 25,007  

Non-interest income 12,864 12,942 16,514 17,233  

Total Revenue 34,728 34,937 40,479 42,239  

Total Operating Costs (26,133) (26,290) (25,097) (26,188)  

Operating Profit 8,595 8,647 15,382 16,051  

Impairment Charge (2,578) (2,594) (2,484) (2,592)  

Pre-tax Profit 6,017 6,053 12,898 13,459  

Tax (145) (146) (2,193) (2,288)  

Post-tax Profit 5,685 5,719 10,706 11,171  

      

Annual      

Income Statement (N’m) 2012A 6m’ 2013 2013E 2014E 2015E 

Net interest income 96,378 38,653 82,512 104,195 126,586 

Non-interest income 46,266 31,151 56,957 71,802 84,089 

Total Revenue 142,644 69,804 139,469 175,997 210,675 

Total Operating Costs -       87,517 -       54,271 -   
106 694

-     109,118 -     128,512 

Operating Profit 55,126 15,533 32,775 66,879 82,163 

Impairment Charge -       10,791 10,183 5,011 -       10,799 -         8,819 

Pre-tax Profit 44,880 26,091 37,787 56,080 73,344 

Tax -         2,018 -         5,377 -   
5 668

-         9,534 -       13,935 

Post-tax Profit 42,862 20,714 32,119 46,546 59,409 

      

Balance Sheet (N’m) 2012A 6m’ 2013 2013E 2014E 2015E 

Assets      

Cash & Short term funds 326,785 248,622 247,622 285,841 444,204 

Due from banks 4,565 6,994 9,457 34,462 46,468 

Net Loans 604,073 684,698 730,074 976,002 1,051,497 

Fixed Assets 64,566 66,063 75,660 91,900 90,354 

Other Assets 745,188 712,768 809,558 891,428 931,938 

Total Asset 1,745,177 1,719,145 1,872,371 2,279,633 2,564,461 

Liabilities      

Deposits 1,201,482 1,279,735 1,334,475 1,607,524 1,790,671 

Due to banks 105,171 11,001 32,548 30,141 34,000 

Borrowings 97,266 111,391 130,193 160,752 206,267 

Other liabilities 100,269 77,081 130,193 210,987 235,734 

Total liabilities 1,504,187 1,479,208 1,627,408 2,009,404 2,266,672 

Shareholders' fund 240,990 239,937 244,963 270,228 297,789 

Key Data      

EPS Rep GAAP 1.84 0.89 1.40 2.02 2.58 

DPS 0.85 0.25 0.63 1.01 1.42 

BVPS 10.53 10.48 10.70 11.81 13.01 

ROE 18% 9% 13% 17% 20% 

ROA 2.4% 1.2% 1.7% 2.0% 2.3% 

Key Ratios      

Loan to Asset 35% 40% 38% 42% 40% 

Cost to income 61% 78% 77% 62% 61% 

Net Profit Margin 17% 17% 15% 18% 20% 

Liquidity ratio 35% 30% 39% 30% 37% 

Capital adequacy ratio 27% 26% 15% 14% 14% 
      

      



 

 

 

ARM ratings and recommendations 

ARM now employs a two-tier rating system which is based on systemic importance of the security under review and the deviation of our target price for the 

stock from current market price. We characterize systemic importance as a function of a stock’s ranking among the group of top 20 stocks by NSE market 

capitalization over a trailing 6 month period (minimum) to the review date. We adopt a 5 point rating system for this category of stocks and a 3 point rating 

system for stocks outside this group. The choice of top 20 stocks arises from the consideration that this group of stocks constitutes >75% of overall market 

capitalization and stocks outside this group are generally less liquid and individually account for <<1% of market capitalization. For stocks in both 

categories, the basis for ratings subject to target price deviation is outlined below:  

 

TOP 20    NON-TOP 20   

Rating Deviation  Rating Deviation 

BUY >20%   BUY >20%  
OVERWEIGHT 10%  — 20 %  NEUTRAL 5%  —  20 % 
NEUTRAL 0%  —  10 %  SELL <5% 
UNDERWEIGHT -5%  —  0%    
SELL <-5%    

 

 

RECOMMENDATION KEY  

Rating Recommendation  

BUY Accumulate security to a substantial extent constrained only by portfolio diversification considerations 
OVERWEIGHT Accumulate security to an extent moderated by cognizance of its benchmark weight  

NEUTRAL 
Maintain status quo for security with respect to current holding—i.e. keep if already holding and don’t buy otherwise—
subject to reasonable portfolio constraints 

UNDERWEIGHT Minimise exposure to security taking cognizance of its index weighting 
SELL Sell-off security completely from portfolio  
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