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Recommendation: BUY                  

  

• Guaranty Trust Bank (GTB) reported 18% YoY growth 

in turnover to N220bn for the 12 months to March 

2012. PBT and PAT came in at N103bn and N87bn, 

YoY growth of 57% and 74% respectively. GTB also 

announced a dividend of N1.30 bringing total l dividend 

to N1.55 which translates to a 51% payout ratio, below 

our 65% payout estimate. 

 

Increased volumes at low cost drive moderate 

revenue gains 

• GTB reported N55.6bn gross earnings in Q4 12 which 

was 3% higher QoQ and relative to our forecast. 

Overall, we expected a mild slowdown in interest 

income to be offset by higher non-interest revenue, but 

the reverse was the case. 

• As with other banks that have released, though asset 

yields slowed even faster than our 30bps estimate with a 

full 1ppt contraction QoQ, increased earning asset 

volumes underpinned by faster than expected deposit 

growth was primarily responsible for higher revenues s. 

In particular, increased T-bill (+30%QoQ) and money 

market (+27% QoQ) exposures were responsible for 9% 

QoQ rise in interest income to N45.4bn for Q4—16% 

above our estimate.  

 

 

 

Income Statement Data  
 2012- FY 'm  2011 - FY 'm %chg

Revenue 220,252 186,052 18%
PBT 103,028 65,596 57%
Tax (16,341) (15,709) 4%
PAT 87,296 49,887 75%

Balance Sheet Data   
  2012-Dec 'm  2011 -Dec 'm %chg 

 

Cash 322,989     368,282 -12% 

Loans  779,050     706,893 10% 

Deposits 1,148,197  1,026,119 12% 

Fixed Asset 60,887        51,602 18% 

Net Assets 283,441     234,008 21% 
 

Stock Data 
Price N27.45
52 week range   N14.39– N27.45
Market Cap. (N'm)  748,481.72
1-month Avg. Vol  19,078,098
Curr. PE 9x
Bloomberg Ticker   GUARANTY NL 
Reuters Ticker  GUARANTY.LG
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• Conversely, and in contrast to other banks, non-interest revenue (NIR) down 1% 

QoQ after a 43% QoQ dip in Q3, falling 33% short of our estimates as the 

rebound we expected based on GTB’s traditionally strong platform failed to 

materialize, which is somewhat discordant as NIR been a key support for other 

tier 1 banks which have released, thus far. Fee and trading income fell 19% and 

71% respectively QoQ, extending declines from Q3. 

• Significantly, as with peers, the expansion in funding base came at moderate 

lower cost. Compared to a 7% growth in deposits, interest expense grew 3% QoQ 

to N10.6bn but was 16% higher than our estimate which assumed flat deposits 

through Q4. The moderation in interest expense ratio is in line with our 

conclusion in Q3 12, when funding cost pressures emerged, that GTB was likely 

to remain cost-conscious in its efforts to mobilize deposits. With the faster deposit 

growth, FY WACF declined 30bps below 9M levels to 3%.  

 

 

Operating efficiency deteriorates but margins improve 

• Staff costs, which doubled QoQ to N10.5 bn after holding steady at 

N5bn/quarter through 9M 12, drove a 23% QoQ rise in opex to N21.5bn, 7% 

above our estimates. This lends some credence to reports of staff attrition and 

suggests replacements came at relatively higher costs. Thus Q4 CIR at 48% was 

well above 9M average of 41%. Nevertheless, FY 12 CIR of 43% remains best in 

class and we expect the tradition of tight cost containment to persist. 

• Most of the opex losses were recouped on the provisioning line, as GTB booked a 

N2.6bn write-back in Q4 12 leaving FY 12 impairment charges at N739 and 

implying a 0.1% cost of risk (9M avg. 0.5%).  

• The write-back helped conserve revenue and funding cost gains amid rising opex, 

leading to a 12% QoQ rise in PBT to N26bn (vs. Q4 12E: N22.8bn) while PAT 

rose 22% QoQ to N22.9bn (vs. Q4 12E: N19.2bn) on Q4 tax rate of 12% vs. our 

16% estimate. Relative to a weaker Q3 which was hampered by slower revenues, 

these jumps drove Q4 12 PBT margins 4ppt higher QoQ to 47%. Q4 PAT 

margins rose a faster 6pps to 41% due to a lower tax rate vs. 9M average of 17%. 

 

 



 

 

            Forecast revisions incorporate expansion in funding base 

• Our revenue revisions have only factored in increments in earning asset volumes 

as we keep our 2013 asset yield estimates unchanged as 10.4% (vs 11% FY 2012), 

taking cognizance of further yield declines in Q1 2013. Whilst we revised 2013 

loan growth estimates lower from 40%YoY to 25% YoY we have increased 

exposure to securities in line with GTB’s evident strategy and total earning asset 

volumes at N1.9trn are 7% higher than our previous estimates . Thus, supported 

by expected improvement in fee generation, we expect 7% QoQ growth in Q1 

13E revenues to N60bn. Overall, our FY 13E revenue estimates are 6% higher 

than previous at N248bn translating into 13% YoY growth.  

• The faster growth in deposits, at cheaper cost, reflects some success with growing 

the retail liability base though we believe it is a bit early to conclude that our Q3 

poser about whether this was occurring fast enough to sustain significant asset 

creation has been fully satisfied. Nonetheless, we have revised our 2013 deposit 

estimates 5% higher to N1.5 trn (+30%YoY) and expect the higher volumes to 

drive a moderate rise in interest expense in line with trend in the past 8 quarters. 

Thus, our Q1 2013 interest expense is 3% higher QoQ en-route a 10bps 

moderation in WACF to 2.8% for FY 2013.  

• Whilst relatively high (and apparently expensive) staff turnover might continue 

into 2013 we believe GTB’s increased reliance on technology based services 

should help keep a lid on costs. Thus, in spite of the jump to 48% CIR in Q4, 

pending further clarity on extent of personnel investment, we have increased CIR 

by 100bps to match the 2012 average of 43%, implying opex could persist around 

current levels keeping  Q1 13E flat opex QoQ .  

• Write-backs in Q4 12 and the positive implications for debt recoveries 

notwithstanding, we are concerned about the falling coverage ratio which dipped 

a further 30pps to 70% since Q1 12. Consequently, we have maintained our cost 

of risk at the 9M average of 0.5.  

 

 

 

 

 



 

 

Still attractive Valuation 

• Overall our PBT and PAT estimates are 5% higher than previous, translating into 

YoY growth of 9% and 6% respectively. The higher PBT growth reflects tax rate 

variation which we have maintained at 18% for 2013 while PAT translates to EPS 

of N3.15. We expect industry leading efficiency and profitability metrics to persist 

over our forecast horizon and our revisions combine with a decline in risk premia 

to drive 25% increment in our fair value estimate to N32.70. GTB also trades at 

current PE of 9x and P/Bv of 3.2x compared to peer averages of 9.8x and 1.2x 

respectively while its forward PE of 8.2x compares with peer average of 5.5x. 

These valuation premiums have persisted for some time now and reflect a track 

record of delivering sustainable profitability. Current market for GTB implies 

27% upside to our fair value and we maintain a BUY rating on the stock. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Summary of Forecasts 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Company financials, ARM Estimates 

Quarterly      

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

Net interest income 35,045 37,804 36,081 38,340  

Non-interest income 13,711 14,568 13,997 14,854  

Total Revenue 48,756 52,372 50,078 53,193  

Total Operating Costs (21,498) (21,804) (21,333) (22,439)  

Operating Profit 27,258 30,568 28,745 30,754  

Impairment Charge (1,141) (1,213) (1,165) (1,236)  

Pre-tax Profit 26,117 29,355 27,579 29,518  

Tax (4,863) (5,167) (4,964) (5,268)  

Post-tax Profit 21,254 24,188 22,615 24,250  

      

Annual      

Income Statement (N’m) 2011A 2012A 2013E 2014E 2015E 

Net interest income 101,678 130,686 147,269 158,981 185,255 

Non-interest income 53,708 49,957 57,129 64,991 79,681 

Total Revenue 155,385 180,643 204,398 223,972 264,936 

Total Operating Costs -       70,645 -       76,876 -       87,074 -       98,548 -     119,221 

Operating Profit 84,740 103,767 117,324 125,424 145,715 

Impairment Charge -       19,144 -            739 -         4,755 -         3,246 -       17,159 

Pre-tax Profit 65,596 103,028 112,569 122,178 128,555 

Tax -       15,709 -       16,341 -       20,262 -       24,436 -       28,282 

Post-tax Profit 49,887 86,687 92,307 97,743 100,273 

      

Balance Sheet (N’m) 2011A 2012A 2013E 2014E 2015E 

Assets      

Cash & Short term funds 373,478 594,063 660,121 617,058 695,890 

Due from banks 314,029 4,865 10,843 23,590 53,059 

Net Loans 715,983 779,050 977,218 1,107,076 1,297,729 

Fixed Assets 57,560 60,887 71,566 101,439 111,424 

Other Assets 150,830 296,013 446,742 488,323 477,533 

Total Asset 1,611,880 1,734,878 2,166,489 2,337,486 2,635,636 

Liabilities      

Deposits 1,033,068 1,148,197 1,491,890 1,627,988 1,853,843 

Due to banks 18,631 23,860 14,735 19,975 33,912 

Borrowings 236,853 179,488 219,179 217,731 203,471 

Other liabilities 84,549 99,892 88,408 95,882 131,126 

Total liabilities 1,373,100 1,451,437 1,814,212 1,961,576 2,222,351 

Shareholders' fund 238,780 283,441 352,277 375,910 413,285 

Key Data      

EPS Rep GAAP 1.71 3.00 3.15 3.34 3.42 

DPS 1.10 1.55 1.89 2.17 2.40 

BVPS 8.19 9.72 12.09 12.90 14.18 

ROE 31% 31% 26% 26% 24% 

ROA 4.6% 5.0% 4.2% 4.2% 3.8% 

Key Ratios      

Loan to Asset 44% 45% 50% 51% 49% 

Cost to income 45% 43% 43% 44% 45% 

Net Profit Margin 28% 40% 37% 36% 31% 

Liquidity ratio 65% 51% 45% 39% 40% 

Capital adequacy ratio 22% 24% 22% 22% 21% 

      

      
      

      



 

 

 

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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