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Price NGN2000  ACCESS HOLDINGS PLC (ACCESSCORP)
52-week range NGN15.65- NGN30.70
TP NGN25.47  Earnings Note: H1:2024
Rating STRONG BUY

Higher Cost of Fund Limits Bottomline
Market Cap NGN709.13bn

In its recently released audited H1:2024 results, Access Holdings’
ACCESSCORP-Share Price Trend

Gross Earnings grew by 133.56% YoY'to NGN2.20trn mainly due to the
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At its current price of NGN20 as of 4™ October 2024, this translates
to an upside prospect of 27%. Thus, we put a “STRONG BUY” rating on

the stock.
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Income from Investment Securities and Customers Loan Buoys Performance

Interest Income rose by 142.59% YoY to NGN1.47bn, an offshoot of higher income from
investment securities (+152.46% YoY to NGN654.71bn) and interest on loans to customers
(+117.21% YoY to NGN691.86bn). This is following an expansion in investment securities (+122.10%)
and loans and advances to customers (+61.49%). We believe that the improvement in interest
income was supported by loan reprising amid higher interest rate environment in the period.
(MPR? as of June 2024; 26.25% vs. MPR as of June 2023; 18.75%). Additionally, the higher fixed
income yields in H1:2024 relative to H1:2023 contributed to the higher income from investment

securities.

Higher Interest Expense Limits Net Interest Income

Interest expense surged 150.58% YoY to NGN958.73bn as interest expense on deposit from
financial institutions (+262.80% YoY to NGN419.23bn) and deposit from customers (+98.11% YoY
to NGN411.22bn). We attribute this to the increase in deposits from financial institutions
(+198.55% YoY to NGN7.24trn) and customer deposits (60.79% YoY to NGN20.11trn) as well as the
higher rate paid on customer deposits due to the upward review of MPR in the period.
Consequently, annualized cost of funds surged to 6.22% (vs. 4.39% in H1:2023), regardless of the
slight improvement in the proportion of cheap deposits (CASA) settling at 66.44% of total
deposits in H1:2024 (H1:2023: 64.63%). Due to the sharp increase in interest expenses, net interest

income settled at NGN513.39bn (vs. NGN224.24bn).

Non- Interest Revenue — Fair Value & FX Gain Takes Center Stage

Non-interest income grew by 116.99% YoY to NGN723.61bn, mainly due to the increase in fair
value and foreign exchange gain (+111.88% YoY to NGN406.91bn). Specifically, the increase was
attributed to net gains on financial instruments of NGN165.61bn while net FX gain grew
marginally by 3.92% to NGN253.90bn. Meanwhile, fees and commissions grew by 100.73% YoY
to NGN250.95bn due to improved credit related fees and commissions (+86.22% YoY to

NGN91.74bn), channels and other E-business income (+67.96% YoY to NGN73.81bn) and

2 Monetary Policy Rate



ARM | Classification: PUBLIC

commission on other financial services (+267.47% YoY to NGN38.17bn). Finally, other operating

income increased by 286.77% YoY to NGN61.97bn.

Personnel Expenses Takes the Lead

Operating expenses increased by 127.61% YoY to NGN719.10bn. This is attributable to increased
personnel expenses (+93.72% YoY to NGNI158.85bn). Furthermore, IT & e-business expenses
surged by 265.13% YoY to NGNII.24bn while AMCON expenses increased by 63.10% YoY to
NGN112.22bn. Finally, administrative expenses (+128.54% YoY to NGN62.54bn) further increased

in the period. Consequently, cost-to-Income ratio declined by 0.50% to 60.41% in H1:2024.

Profitability Improved in the Period

Despite an impressive NGN2.2trn Gross Earnings, spiraling interest expenses and operating
expenses limits bottom line performance. Overall, Profit Before Tax and Profit After Tax
increased by 108.19% YoY and 107.71% YoY to NGN348.92bn and NGN281.33bn respectively.

Likewise, Return on Asset and Return on Equity increased to 1.54% and 19.83% in H1:2024.

Outlook: Positive Outing in 2024FY
We expect to see improvement in the Group’s interest income and non-interest income for the
rest of the year riding on an elevated interest rate environment, consequently leading to robust

profitability.
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Summary of Results

NGN' million

H1:2024

H1:2023

Gross Earnings

Net Interest Income
Non-Interest Revenue
Operating Expenses

Net Impairment Charge on Financial assets

PBT
PAT
EPS

2,195,256
513,391
723,613
(719,100)
(122,738)
348,922
281,327
7.61

939,927
224,239
333,472
(315,941)
(37175)
167,600
135,439
374

133.6%
128.9%
17.0%

127.6%
230.2%
108.2%
107.7%
103.5%

NGN'million

Loans
Total Assets

Deposits

Total Liabilities

Net Assets

BVPS

Ratios

H1:2024
12,275,727
36,596,696
27,352,466
33,759,270
2,837,426
79.83

H1:2024

H1:2023
7,623,266
20,853,268
14,933,248
19,121,783
1,731,485
48.71

H1:2023

61.0%
75.5%
83.2%
76.5%
63.9%

63.9%
YoY
ppts

Cost of Funds
Net Interest Margin

Cost-lIncome Ratio

ROE
ROA

6.22%
3.83%
60.41%
19.83%
1.54%

4.39%
3.12%
60.72%
15.64%
1.30%

1.8%
0.7%
(0.3%)
4.2%
0.2%
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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:

STRONG BUY >20% BUY >20%
OVERWEIGHT 10% — 20 % HOLD 5% — 20 %

0% —10 % SELL <5%
UNDERWEIGHT -5% — 0% N/A

<-5%

Ratings Recommendation

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

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 Minimize exposure to security taking cognizance of its index weighting

Sell-off security completely from portfolio
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Copyright © 2024 Asset & Resource Management Company Limited (“ARM").

All rights reserved. Unauthorized use, reproduction, distribution, or disclosure of this document is strictly
prohibited. This material has been issued by Asset & Resource Management Company Limited (“ARM”), a
Company regulated by the Nigerian Securities and Exchange Commission. The analyst(s) primarily
responsible for preparing this research report, in whole or in part, certifies that with respect to each security 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 or other category of investment advisor. The investments discussed in this report may oscillate in price
or value. Opinions and information provided are made as of the date of the report issue and are subject to
change without notice. This research report is not intended as an offer or solicitation for the purchase or sale
of any financial instrument. Reference herein to any specific security or financial instrument does not
necessarily constitute or imply its endorsement or recommendation by ARM, its directors, officers, employees,
or desighated agents. Members of ARM may act as broker, advisor, or lender, or make a market in any
investments or issuers referenced in this report. Further information on any of the securities discussed herein
may be obtained upon request to ARM. By accepting this document, you agree to be bound by the foregoing

limitations.



