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Price declines trigger rating reassessment 

Recommendation: STRONG BUY                  

 

• Access Bank (Access) has come under significant price 

pressures recently with its respective 3-month and 1-

week returns of -16% and -7% the worst among Tier I 

peers and its 10.8% YTD return underperforming all 

within this space but First Bank. We reassess recent 

financial performance and outlook for the bank on this 

basis.  

 

Fundamental improvements unheralded by 

markets  

• Access Bank (Access) reported 4% YoY contraction in 

gross earnings to N154.4bn for the 9 months to 

September 2013. Also, partly reflecting base effects, 

PBT and PAT declined 9% and 20% YoY to N35.1bn 

and N27.7bn respectively.  

 

• On a quarterly basis, gross earnings of N50.8bn were 

flat QoQ while PBT and PAT were down 39% and 

35% to N9bn and N7bn respectively—the nominal 

profit declines likely driving the 7% contraction in 

market price since results were released.  

 

 

 

 

 

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

Revenue 154,426 160,393 -4%
PBT 35,087 38,544 -9%
Tax (7,368) (3,866) 91%
PAT 27,718 34,679 -20%

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

 

Cash 167,868 296,185 -43% 

Loans  760,420 604,073 26% 

Deposits 1,225,511 1,201,482 2% 

Fixed Asset 65,664 64,566 2% 

Net Assets 232,522 240,990 -4% 
 

Stock Data 
Price N9.15
52 week range    N8.26– N12.18
Market Cap. (N'm)  209,427.94
1-month Avg. Vol  17,394,238
Curr. PE 5.9x
Bloomberg Ticker   ACCESS NL 
Reuters Ticker    ACCESS.LG
 Access Plc - Share Price Trend 
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• However, a cursory look at profits masks the fundamental improvement in 

underlying performance in Q3 13.  The sole reason for lower profits, in spite of 

marked QoQ improvement in costs across board (and relative to our estimates), 

being the N10bn write-back which boosted Q2 profits.  Excluding, the write-

backs quarterly PBT would have been up ~80% and PBT six-fold larger. 

 

• Perhaps more pertinently, whilst Q3 13 revenues were a moderate 3% lower than 

our expectations, PBT was 54% ahead whilst PAT was 23% larger as lower 

interest expense and opex were augmented by much lower impairments than we 

expected, suggesting that the underlying recovery remains strong.  

 

Brighter outlook as liquidity pressure points ease  

• A lot of the improvement in Access’ performance was driven by ongoing 

enhancement of its liquidity position. Whilst an aggressive sell off of securities 

dampened interest income, excess liquidity after meeting regulatory requirements 

gave Access scope to focus its efforts on low cost deposits even as it completely ran 

off deposits purchased expensively post-acquisition in Q3 12; reducing purchased 

deposits by N80bn in Q2 13. Accordingly, we have revised our Q4 13 interest 

expense lower from previous to N16.4bn, matching Q3 levels and translating into 

FY WACF of 4.4%. Aside the increasingly favourable liquidity profile from 

securities sell off, the positive outlook on Q4 funding costs also factors in recent 

government disbursements, significant further maturities in Q4 13, replacement 

of AMCON bond with cash/T-bills as well further increase in low-cost dollar 

funds. The CEO confirms it has raised $100mn in tier II capital in Q4 13.  

 

• The latter should support further loan growth which will likely remain focused on 

dollar-lending to corporates. Thus, in conjunction with the CEO’s assertion that 

Q3 loan growth came late in the quarter and with a bigger impact expected in Q4 

13E, we are somewhat more optimistic on Q4 13E revenues, and  leave forecasts 

for both revenue streams unchanged in spite of moderate underperformance in 

Q3. However, our forecasts incorporate upward revisions to earning assets which 

have nonetheless been offset by an expected 80bps dip in asset yields to 10% due 

to the impact of a rapidly rising proportion of foreign-currency lending in loan 



 

 

portfolio. Overall, our Q4 13E revenues are unchanged from N52bn implying 3% 

QoQ growth while FY 13E revenues of N206.5bn are also flat from previous and 

on a YoY basis.  

 

• Improvement in Q3 opex (-16%QoQ) appears to confirm Access’ previous 

characterization of Q2 13 opex as loaded with one-off items. Hence, having also 

come in 6% lower than we envisaged, we have revised Q4 13E opex 4% lower to 

closely align with Q3 outcome but leave some leeway for end of year rises. 

Coupled with moderate revenue optimism, our CIR is 250bps lower at 74%. The 

tendency for negative year-end surprises in costs also featured in our impairment 

charges which, recalling the Q4 12 surge for Access, we have revised 30% higher 

to N3.4bn in spite of the lower than expected charge in Q3 13. Overall, while our 

PBT and PAT estimates of N7.8bn and N6.8bn imply QoQ dips, they represent 

respective 32% and 19% rises from our previous estimates. 

 

Confluence of operational improvement and price pressures underpin 

ratings upgrade 

• On a FY basis, our PBT and PAT (EPS: N1.46) estimates are respectively 10% 

and 4% higher from previous though a tax credit in the latter item in Q4 12 

widens the implied YoY decline from 9M levels to~22%. Longer term 

adjustments (mainly revenue related) to our models have limited the impact of 

near-term upward profit revisions on our FV estimate which is now at N12.6, 

from N12.2 previously. Furthermore, recent marked price declines have 

favourably impacted valuation multiples with current PE of 5.9x, forward PE of 

6.3x and P/Bv of 0.9x which compare with respective peer averages of 6.3x, 6x 

and 1.3x. Based on the 38% upside from our FV estimate to yesterday’s closing 

price, we upgrade the stock from overweight to STRONG BUY.  

 

 

 

 

 

 



 

 

Summary of Forecasts 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Company financials, ARM Estimates 

Quarterly      

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

Net interest income 22,828 22,980 23,459 23,937  

Non-interest income 12,897 15,520 15,844 16,167  

Total Revenue 35,725 38,500 39,302 40,104  

Total Operating Costs (25,166) (23,870) (24,367) (24,865)  

Operating Profit 10,559 14,630 14,935 15,240  

Impairment Charge (3,394) (2,455) (2,506) (2,557)  

Pre-tax Profit 7,165 12,175 12,429 12,683  

Tax (962) (2,192) (2,237) (2,283)  

Post-tax Profit 6,803 9,984 10,192 10,400  

      

Annual      

Income Statement (N’m) 2012A 9m’ 2013 2013E 2014E 2015E 

Net interest income 96,378 59,628 82,456 95,749 123,713 

Non-interest income 46,266 44,515 57,412 64,668 80,246 

Total Revenue 142,644 104,143 139,868 160,417 203,958 

Total Operating Costs -       87,517 (78,336) (103,502) (99,458) (124,415) 

Operating Profit 55,126 25,807 36,366 60,958 79,544 

Impairment Charge -       10,791 8,679 5,285 (10,228) (9,701) 

Pre-tax Profit 44,880 35,086 41,651 50,730 69,842 

Tax -         2,018 (7,368) (8,330) (9,131) (13,270) 

Post-tax Profit 42,862 27,718 33,321 41,599 56,572 

      

Balance Sheet (N’m) 2012A 9m’ 2013 2013E 2014E 2015E 

Assets      

Cash & Short term funds 326,785 168,502 206,919 247,692 428,792 

Due from banks 4,565 - 7,479 10,824 44,856 

Net Loans 604,073 760,420 816,706 936,758 1,051,049 

Fixed Assets 64,566 65,664 74,792 86,595 87,219 

Other Assets 745,188 706,227 762,877 883,268 899,604 

Total Asset 1,745,177 1,700,813 1,868,773 2,165,137 2,511,519 

Liabilities      

Deposits 1,201,482 1,225,511 1,334,475 1,543,223 1,790,671 

Due to banks 105,171 70,155 48,234 47,049 43,675 

Borrowings 97,266 107,260 128,624 150,558 198,721 

Other liabilities 100,269 65,365 96,468 141,148 150,678 

Total liabilities 1,504,187 1,468,291 1,607,801 1,881,979 2,183,745 

Shareholders' fund 240,990 232,522 260,972 283,158 327,775 

Key Data      

EPS Rep GAAP 1.84 1.18 1.45 1.81 2.46 

DPS 0.85 - 0.80 0.99 1.35 

BVPS 10.53 10.16 11.40 12.37 14.32 

ROE 18% 12% 13% 15% 17% 

ROA 2.4% 1.6% 1.8% 1.9% 2.2% 

Key Ratios      

Loan to Asset 35% 45% 43% 43% 42% 

Cost to income 61% 75% 74% 62% 61% 

Net Profit Margin 17% 16% 16% 18% 20% 

Liquidity ratio 35% 40% 36% 36% 46% 

Capital adequacy ratio 27% 22% 14% 11% 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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