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of a 237% y/y growth in Interest Expense on deposits from banks, 80% y/y growth on
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Net Fee and Commission Income also grew strongly, up 30.7% y/y and 70.2% q/q. The
yly growth was driven by growth in account maintenance (+46.1% y/y), funds transfer
fees (+84.4yly), and commissions on transactional services (up 198.9% y/y). E-
banking Income, which made up 40.6% of Fees and Commission in H1 2023 was up
40.6% yly to N51.1bn, but again capped by high e-banking expense of N41.5bn, thus
resulting in a balance of only Ng.6bn for net e-banking income.

H1 2023 Nm

Hi 2022 H1 2023 change Q12023 Q22023 change
Interest Income 257,361 428,292 66.4% 191,879 236,413 23.2%
Interest Expense (79,899) (350,179) 88.0% (72,249) (77,930 7.9%
Net interest income 177,462 278,113 56.7% 119,630 158,483 32.5%
Net fee and commision income 59,916 78,296 30.7% 28,977 49,319 70.2%
Otherincome 18,291 427,549 2237.5% 27,105 400,444 1377.4%
Total operatingincome 255,669 783,958 206.6% 175,712 608,246 246.2%
Impairment Charge (8,330) (153,944) 1748.1% (7,032) (146,912) 1989.2%
cost of risk 0.6% 7.7% 710bps nfa nfa nfa
Operating expenses (161,901) (226,367) 39.8% (107,307) (1129,060) 11.0%
cost toincome ratio 63.3% 28.9% -3445bps 61.1% 19.6% -4150bps
Share of loss of equity-accounted investee 31 o -100% o o nfa
PBT 85,749 403,647 370.7% 61,373 342,274 457.7%
Tax (15,415) (25,412) 64.9% (7,784) (17,628) nfa
Net Profits 70,334 378,235 437.8% 53,589 324,646 505.8%

Source: Company, CSL Research.

Other Income (Net Trading and Foreign Exchange Income and Other Operating
Income) grew significantly to N427.5bn in H1 2023 compared with 18.3bn in H1 2022.
The y/ly growth was driven mainly by a significant growth in net fair value gains on
derivatives to N348.8bn in H1 2023 from a loss position of N22.6bn in H1 2022. The
bank also reported a foreign currency revaluation gain of N2g.2bn.

Impairment Charge grew significantly to N153.9bn in H1 2023 from N8.3bn in H1
2022, bringing H1 2023 annualised Cost of Risk to 7.7% compared with 0.6% for Ha
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2022. The growth in impairment charge can be partly accounted for by the impact of
devaluation on impairments on FX loans.

OPEX grew significantly, up 39.8% yly to N226.4bn. The significantly lower yly
increase in opex compared with a 206.6% growth in Total Operating Income led to a
strong improvement in Cost to Income Ratio (ex-provisions) to 28.9% in H1 2023
compared with 63.3% in H1 2022.

Overall, Pre-tax Profit buoyed by strong operating performance and strong
derivatives gains grew strongly, up 370.7% y/y to N403.6bn while Profit after Tax was
up 437.8%y/y to N378.2bn bringing H1 2023 annualised ROAE to 57.4% compared
with 19.7% for FY 2022.

The management proposed an interim dividend of No.50/s compared with No.20/s in
Hi12022.

We have a Buy recommendation on the stock with a target price target of N18.87/s.
Current Price N13.80/s. Our estimates are being reviewed.
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Important Risk Warnings and Disclaimers

CSL STOCKBROKERS LIMITED (“CSLS") is regulated by the Securities and Exchange Commission, Nigeria. CSLS is a
member of the Nigerian Stock Exchange. CSL Capital (UK) Ltd (Firm Reference Number: 913994, Registered Number:
11818051), trading in the name of ‘CSL Stockbrokers’ for its activities, is authorised by the Financial Conduct Authority
(FCA).

Both CSLS and CSL Capital (UK) Ltd are members of the FCMB Group (“the Group”) of Nigeria, a group of companies
which also includes First City Monument Bank Ltd.

RELIANCE ON THIS PUBLICATION FOR THE PURPOSE OF ENGAGING IN ANY INVESTMENT ACTIVITY MAY EXPOSE
YOUTO A SIGNIFICANT RISK OF LOSS. By receiving this document, you will not be deemed a client or provided with the
protections afforded to clients of CSLS and CSL Capital (UK) Ltd. When distributing this document, CSLS, or any
member of the Group is not acting for any recipient of this document and will not be responsible for providing advice to
any recipient in relation to this document. Accordingly, CSLS or any member of the Group will not be responsible to any
recipient for providing the protections afforded to its clients.

If you are in the UK, you are a person to whom either Articles 19 or 49 of the Financial Services and Markets 2000
(Financial Promotion) Order 2005 apply or a person to whom this communication may otherwise be lawfully made.

In the United Kingdom, this document is available only to such persons described above and persons of any other
description should not rely on this document. Transmission of this document to any other person in the United Kingdom
is unauthorized and may contravene the Financial Services and Markets Act 2000 (FSMA). If you are not such a person or
if the distribution of this document is otherwise unlawful where you are, you are required to return the document
immediately to CSLS. This document is not intended for Retail Clients in the UK.

This document is not an offer to buy or sell or to solicit an offer to buy or sell any securities. This document does not
provide individually tailored investment advice. It has been prepared without regard to the individual financial
circumstances and objectives of persons who receive it. The appropriateness of a particular investment will depend on
an investor’s individual circumstances and objectives. The investments and shares referred to in this document may not
be suitable for all investors.

CSLS or any other member of the Group may effect transactions in shares mentioned herein and may take proprietary
trading positions in those shares, and may receive remuneration for the publication of its research and for other services.
Accordingly, this document may not be considered as objective or impartial. Additionally, information may be available
to CSLS, or the Group, which is not reflected in this material. Further information on CSLS’ policy regarding potential
conflicts of interest in the context of investment research and CSLS’ policy on disclosure and conflicts in general are
available on request.

This document is based on publicly available information obtained from sources which CSLS believes are reliable, but
which it has not independently verified. Neither CSLS, or their advisors, directors or employees make any guarantee,
representation or warranty as to the accuracy, reasonableness or completeness of this information and neither CSLS or
their advisors, directors or employees accepts any responsibility or liability whatsoever (in negligence or otherwise) for
any loss howsoever arising from any use of this document or its contents or otherwise arising in connection with this
document. The opinions contained in this document are subject to change without notice and are not to be relied upon
and should not be used in substitution for the exercise of independent judgment.
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Past performance is not a guarantee of future performance. Investments may go down in value as well as up and you
may not get back the full amount invested. Where an investment is denominated in a currency other than the local
currency of the recipient of the research report, changes in the exchange rates may have an adverse effect on the value,
price or income of that investment. In case of an investment for which there is no recognised market it may be difficult
for investors to sell their investment or to obtain reliable information about their value or the extent of the risk to which
they are exposed.

The information contained in this document is confidential and is solely for use of those persons to whom it is addressed
and may not be reproduced, further distributed to any other person or published, in whole or in part, for any purpose.

@Copyright CSL STOCKBROKERS LIMITED, 2023. All rights reserved.
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