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NIR push for revenues wanes  

• Diamond Bank reported 21% YoY growth in turnover to 

N48.2billion for the 3 months to March 2014. PBT and PAT 

came in at N9.2billion and N8.4billion reflecting respective 

YoY growth of 6% and 34%.  

 

• Q1 14 gross earnings rose 2% QoQ to N48.2billion but were 

10% behind our estimates. Both non-interest and interest 

revenue underperformed with the latter adversely impacted 

by still low asset yields, which at 10.3% was 100bps lower 

than our estimate though 30bps higher over FY 13 level. 

QoQ interest income rose 6% to N38.2billion—11% behind 

our estimates—reflecting moderate increases in both asset 

yields and total earning assets (+4% QoQ). Non-interest 

revenue, on the other hand, was 11% lower QoQ—and 8% 

short of estimates—as both trading and ‘other’ income 

moderated from exceptionally strong Q4 13 outcomes even 

as fee income slipped 12% QoQ.  

 

• A 2% QoQ rise in Diamond’s funding base to N1.35 trillion 

was mirrored in 2% jump in interest expense to N10.7billion, 

indicating that all the increment in the quarter was volume 

driven. Q1 14 interest expense was 4% short of our estimates 

which had, however, also factored slightly faster growth in 

funding base. Accordingly, annualized WACF of 3.2% is in 

line with our estimates but 30bps higher QoQ. 

Income Statement Data  
 2014- 3 'm  2013 - 3 'm %chg

Revenue 48,189 39,867 21%
PBT 9,241 8,735 6%
Tax 794 2,446 -68%
PAT 8,447 6,289 34%

Balance Sheet Data  
2014-Mar 'm 2012 -Dec 'm %chg 

 

Cash 245,127 228,322 7% 

Loans 712,212 689,168 3% 

Deposit 1,233,183 1,206,044 2% 

Fixed Asset 50,624 49,827 2% 

Net Assets 147,057 138,854 6% 
 

Stock Data 
Price N6.15
52 week range    N5.17 –N8.00
Market Cap. (N'm) 87,285.72
1-month Avg. Vol 12,115,820
Curr. PE 2.8x
Bloomberg Ticker  DIAMONDB: NL 
Reuters Ticker   DIAMONB.LG
 Diamond Bank Plc - Share Price Trend 
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Cost improvements underpin profit growth  

• After a 14% jump in Q4 13, operating costs were 2% lower QoQ at 

N23.2billion—9% behind our estimates. Staff costs were up 6% QoQ to 

N8billion while depreciation and amortization, at N1.5billion, maintained the 

2013 quarterly run-rate leaving admin expenses as the primary driver of the lower 

opex. Nonetheless, due to weaker than expected revenue, CIR of 62% is 200bps 

ahead of our estimates. Furthermore, impairment charges shrank 24% QoQ to 

N5billion and were 38% behind our estimates. Annualized cost of risk of 2.8% is 

20bps ahead of our estimates.   

• The lower interest, operating and impairment costs helped offset impact of lower 

revenue and put PBT of N9.2billion 3% ahead of our estimates; however, on a 

QoQ basis, lower impairments was largely responsible for the 42% rise in PBT. 

Whilst a low 9% tax rate helped widen PAT deviation from our estimates to 

+18%, the N2billion tax credit in Q4 13 meant PAT of N8.4billion was flat QoQ. 

Thus, while quarterly PBT margin was 500bps higher QoQ at 19%, PAT margin 

was flat at 18%.  

 

We maintain a BUY rating on Diamond 

• Diamond’s current results embody PBT hitting an historical peak which 

underlines the ongoing recovery theme for the company. Whilst we remain 

cautious on the particular line item, lower impairments could help accelerate the 

improving trend as legacy issues recede. Diamond trades at a current PE of 2.8x 

which remains the lowest in the industry whilst P/Bv of 0.6x compares favourably 

with industry average of 1.3x. Recent declines also mean the upside potential 

based on our N9.8 fair value estimate remains significant and we, therefore, retain 

a STRONG BUY rating on the stock. 

 

 

 

 

 



 

 

 

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 

STRONG 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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or issuer covered; all of the views expressed accurately reflect his/her personal views about the subject securities and issuers and no part of his/her 

compensation was, is, or will be, directly or indirectly, related to the inclusion of specific recommendations or views in the report. 

This research report is based on information from sources that ARM and its analysts believe to be reliable. Neither ARM nor any of its research analysts, nor 

any member of the ARM Group, gives any representation or warranty, express or implied, or undertaking of any kind or assumes responsibility or liability of 

any kind with respect to the accuracy or completeness of the information set out in this report or any third party’s use (or the results of such use) of such 

information. This report is provided solely for informational purposes and is not to be construed as providing advice, recommendations, or endorsements of 

any kind whatsoever. The investments and strategies discussed here may not be suitable for all investors; counsel of investment advisor should be obtained 

with regard to such investments and or strategies. This research report is not a replacement for advice from an accountant, lawyer, personal finance advisor 
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purchase or sale of any financial instrument. Reference herein to any specific security or financial instrument does not necessarily constitute or imply its 
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