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Introduction 

The outbreak of the infamous COVID-19 has pushed the global economy to 

the edge of a precipice. The International Monetary Fund has recently 

announced that the global economy is in a recession which is at least of the 

magnitude as the 2009 economic crisis, with a predicted recovery in 2021.  

On the domestic front, the outbreak of the corona virus further compounds 

preexisting growth challenges particularly in the real sector. Since its official 

exit from recession in Q2:2017, the Nigerian economy has consistently 

recorded slow growth (under 3%) in real Gross Domestic Product (GDP), 

much below the pre-recession levels of 3-5%. Although non-oil sectors such 

as telecommunications, agriculture and manufacturing have supported real 

GDP growth, the oil sector continues to be a key determinant of overall 

growth. Thus, the crash in oil prices from an average USD67.31 per barrel in 

December 2019 to USD32.98 per barrel in March 2020 is expected to have 

far-reaching consequences for economic growth given the contribution of 

the oil sector to government revenues and foreign exchange reserves.  

In this report, we examine the potential impact of COVID-19 on our coverage 

sectors within the context of the proposed cut in the 2020 budget, Naira 

devaluation and slow-down in economic activities as Government at 

different levels attempt to curtail the spread of the virus.   

Banking Sector: Once Bitten, Twice Shy  

So far, the observed effects of the outbreak of COVID-19 on the Nigerian 

economy and the banking sector are similar to the events which culminated 

in the 2016 economic crisis. The decline in oil prices, devaluation of the 

currency and recessionary pressures witnessed in 2016 resulted in a 158.39% 

jump in non-performing loans to NGN1.68trn in June 2016 from 649.63bn in 

December 2015. Given its significant exposure (30.13%) to the oil and gas 

sector, the banking sector witnessed a massive deterioration in asset quality 

as non-performing loans ratio jumped to 14.04% in December 2016 from 

5.32% as at December 2015. Impairment provisions by our coverage banks 

also surged by 89.41% to NGN772.78bn in 2016FY, from NGN407.99bn in 

2015FY.  

Four years later, the Nigerian banking system faces a similar but potentially 

worse challenge. The outbreak of the corona virus has seen oil prices fall to 

historic lows, averaging USD32.98 per barrel in March 2020 from USD67.31 

per barrel in December 2019. This breeds uncertainties and portends a 

challenging outlook for the Nigerian oil and gas sector which accounted for 

26.64% of total bank loans as at Q4:2019. The non-oil economy has not been 

immune from the economic slowdown, as movement restrictions have 

begun to hamper business activities. Of particular concern are the 

manufacturing, trade and general commerce, and transportation sectors, 

which accounted for 15.26%, 15.58% and 2.31% respectively of banking 
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sector loans as at Q4:2019. We expect a surge in impairment charges on the 

heels of weakening credit conditions of these sectors. Conversely, we hold 

the opinion that the implementation of CBN’s directive on loan 

restructuring may stave off pressure on asset quality in 2020FY.  

Our position, however, is that banks are now more resilient and generally 

better prepared to withstand shocks to the system than they were in 2016. 

This is hinged on the fact that overall exposure to the oil and gas sector, 

although still high, has dipped to 26.64% in 2019 from 30.13% in 2016. 

Notwithstanding, following the implementation of IFRS 9, most banks have 

assumed much more conservative oil price inputs in the Expected Credit Loss 

(ECL) model for their oil and gas exposures. This is an improvement over the 

previous incurred loss model under IAS 39, which did not provide a proactive 

framework for risk management. Furthermore, these banks have adopted 

additional measures to hedge themselves against adverse currency 

movements which should mitigate FX risk caused by further devaluation of 

the Naira. 

From the analysis of our coverage banks, we note that the industry is in a net 

long dollar position as at 2019FY, although ACCESS and STERLNBANK are in 

a short dollar position. Thus, we hold the view that the recognition of fair 

value gains from the devaluation of the Naira may provide some buffer to 

non-core earnings. We however expect core bank earnings to be further 

pressured by the disruption of trade and other economic activities, which 

will dampen banks’ appetite towards risk asset creation during the year, 

also considering our expectation for a lower yield environment in 2020.  

Pharmaceutical Sector: A bit of Curate’s Egg 

There is an overwhelming pressure on the health industry for a breakthrough 

in the fight against COVID-19, in the form of a vaccine and treatment 

regimen. This presents a significant opportunity for pharma players to grow 

sales volumes. In the quest for a panacea, a Malaria-drug, Chloroquine has 

been touted globally as a possible treatment option, resulting in a rapid 

demand spike for the drug. (Although this drug was banned as a first line 

treatment for Malaria in 2005, it is still being sold in stores and pharmacies 

across the country). Along the same lines, the market for medical supplies 

and other pharma products such as face masks, hand sanitizers, over-the-

counter drugs, intravenous fluids and pain relievers amongst others are 

experiencing higher demand in the face of the pandemic. For most of the 

listed players, Over-the-Counter (OTC) products contribute the bulk (more 

than 60%) of total revenue and the COVID-induced volume boost in this 

business segment is expected to trigger substantial revenue growth (c.10%) 

for these firms. 

To curtail the further spread of the virus and boost the current domestic 

capacity of drug production, the Central Bank announced an intervention 

Programme to critical sectors of the economy- one of which is the healthcare 
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sector. All the listed pharmaceutical firms were announced to partake in the 

intervention facilities to meet the increased demand for pharmaceutical 

products.   

The ongoing healthcare crisis again exposes the high dependence of Nigerian 

pharmaceutical players on imports for raw materials, packaging materials 

and some finished products. There is currently no domestic producer of 

Active Pharmaceutical Ingredients (APIs), therefore local drug manufacturers 

solely depend on imports from China, India and other drug producing 

nations. The lockdown in China, and closure of borders across other nations 

signals possible supply-deficiencies which could adversely affect local 

manufacturers of drugs.  

The local pharmaceutical firms will face higher cost of sales as witnessed in 

2018 when China clamped down on the production of APIs due to 

environmental issues. By 2020FY, Cost to sales are likely to hit record-highs 

(upwards of 70% for GSK and 60% for others), pressured by the surge in raw 

materials (API) prices and increased cost of logistics due to closure of the 

borders and congestion at the seaports.   

The over-dependence of these players on imports (50% of drugs and 100% 

of APIs) is further worsened by the devaluation of the Naira. While there is a 

general sense that the pharmaceutical players would have access to FX at 

official rates, the devaluation of the Naira to NGN380 in the I&E FX Window, 

heightens the cost implications for these firms in the near term.  

Apart from the FX exposure for imports, NEIMETH for instance, has dollar 

denominated loans on its books (c.80% of total interest-bearing debts), 

increasing the pressure on its earnings.  

In the near term, we advise cautious trading on equities. However, our top 

picks for investors willing to remain exposed to the health sector are FIDSON 

and MAYBAKER. An elevated raw material/logistics costs will exert little or 

no pressure to its earnings performance as its EBITDA currently stands at 

15.06%. MAYBAKER also has ongoing partnerships with the Government and 

this puts it in a favored position to benefit from Government interventions. 

Both firms have retained earnings above 15% of total equity, healthy enough 

to withstand the macroeconomic headwinds ahead.  

Energy Sector: The Duality of Effects 

With the outbreak of the novel COVID-19 which pressured oil demand 

further, and the oil price war started by Saudi Arabia and Russia, oil prices 

have plummeted significantly dipping to as low as USD22.74 on the 31st of 

March 2020 – the lowest it has been since the Gulf war in 1991. As lower 

demand sees refineries around the world cut down on their output, the 

upstream segment of the oil and gas industry has generally come under 

intense stress and Nigeria is not excluded. SEPLAT, the leading independent 

indigenous Nigerian upstream E&P company, took a hit to its liquid’s 
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production following the 2014-2016 oil price shock as its crude oil sales 

tanked by 69.27% in 2015. In 2019, average crude oil prices came in at 

USD64.11pb, lower than 2018’s average of USD71.69 and this triggered a dip 

in SEPLAT’s crude oil sales by 15.93%. As the historical impact of a bearish oil 

market on upstream companies in Nigeria is evident, the current situation 

further heightens uncertainties around crude oil sales, given that both oil 

prices and crude demand are significantly distressed. In recent times, SEPLAT 

has adopted a more aggressive approach to its gas business, with the 

company prioritizing the ANOH gas plant development at OML 53, due for 

delivery in Q4’21. Meanwhile, other gas projects are progressing as 

scheduled, as demand from the gas-to-power segment is sustained and 

should serve as a buffer for revenues and bottomline in this critical period. 

For the downstream sector, the plunge in oil prices is a welcome 

development as it immediately presents an opportunity to deregulate prices, 

particularly for PMS. The under-recovery scheme which saw the NNPC sell 

refined petroleum at an Ex-Depot price for collection less than what it incurs 

as landing cost totaled NGN623.17bn in 2018. With the lower oil price 

environment, landing costs are substantially low to place the NNPC in an 

over-recovery situation, where it records a spread from selling PMS to oil 

marketers. This informed the Federal Government’s decision to slash the 

Official Selling Price (pump price) of PMS by 13.79% from NGN145/litre to 

NGN125/litre in March 2020, and further to NGN123.50/litre in April 2020. 

The Ministry of Petroleum resources also added that measures would be put 

in place to introduce a price modulation mechanism, such that the price of 

petroleum products could be regulated in line with extant market realities. 

This appears to be a firm re-direction towards a deregulated market, where 

downstream players potentially earn more decent margins. We expect that 

this move will stimulate further investment growth and efficiency in the 

Nigerian downstream sector, as existing and new players scurry to improve 

retail networks and market share. While the Ministry of Petroleum is yet to 

officially declare a deregulated market (as this will be enabled by passage of 

the Petroleum Industry Governance Bill, PIGB), these events typify a possible 

‘light at the end of the tunnel’ situation for oil marketers. Then again, we 

opine that the success of this exercise will hinge largely on a consistently 

low oil price environment, which is fiscally damaging for the Nigerian 

economy and distressing for upstream players. 

For listed downstream players, we envisage that 2020 will pan out as a real 

turning point for their margins, if access to imported refined petroleum 

products is sustained (current restrictions on global transport and shipping is 

a major headwind). On the upstream end however, the fact that most players 

are diversifying their revenue streams, with a stronger focus on gas will do 

little to avert financial pressures this year, if the current circumstances linger. 

We are banking on an eventual containment of the COVID-19 pandemic and 

a near-term compromise from the parties involved in the price war, to 

improve the fortunes of players. Otherwise, the relatively low stock prices in 
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the market will find new bottoms and take a longer period of time before 

they recover.  

In the near-term, we see some value in few fundamentally-sound 

downstream equities such as ARDOVA and MOBIL, and our top pick is 

CONOIL. 

Consumer Goods Sector: Focus Tilts to Essentials  

Without doubts, the FMCG sector will be impacted by the recent currency 

devaluation as most industry players have exposure to FX on the back of their 

dependence on importation of raw materials. A number of these firms also 

have foreign currency denominated loans, further heightening their FX risks. 

Firms in this category are likely to record higher finance costs, dampening their 

earnings performance by 2020FY.  

The impact of the COVID-19 pandemic on companies will be assessed in 

relation to their production capacity, consumer behaviour and demand as well 

as their supply chain in this period. 

Most FMCGs import raw materials for production of their goods. For instance, 

NESTLE and UNILEVER import agro-allied raw materials as inputs for their food 

and seasoning products. In 2019FY, NESTLE spent NGN98.22bn on imported 

materials and services (accounting for 63.01% of cost of sales), while UNILEVER 

spent NGN36.23bn on imported materials (65.00% of its cost of sales). 

CADBURY on the other hand spent NGN3.86bn on imported materials (12.44% 

of its cost of sales). The devaluation of the Naira therefore implies higher import 

costs for these firms, worsened by the difficulty in passing these costs to 

consumers. In 2017, NESTLE S.A (parent company) approved a USD30mn loan 

to NESTLE Nigeria Plc of which USD15.20mn was drawn down by 2017FY. The 

loan which has a tenor of 7 years and attracts interest at 3 months USD Libor 

plus a margin of 783 basis points represents the bulk of the company’s dollar 

exposure. As at 2019FY, the company had open Letters of Credit (for imports) 

and bank guarantees of NGN163.40mn and NGN559.80mn respectively. 

Nonetheless, NESTLE remains well positioned to ride the storm, supported by 

its diverse product portfolio (food, seasoning and water) which continues to 

breed healthy margins.  

Since the directive to lockdown certain States, consumers have expectedly 

stocked up on foods, especially staples, water and personal care products. The 

increased demand for essential items is set to boost sales of these firms during 

this period. Firms like FLOURMILLS, NESTLE, and PZ who have streamlined and 

optimised their price points and pack sizes across product portfolio, are poised 

to derive benefits. However, with restrictions imposed on movements, border 

closures and overall disruption in global supply chains, a likely paucity of raw 

material inventories could be imminent, depending on how long will be required 

for social distancing before normal activities resume globally.  
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Brewery Sector: Demand for Alcoholic Beverages Expected to Decline 

We expect the devaluation of the currency to have minimal impact on the 

brewers’ books given their moderate exposure to FX. The brewers have in 

recent times, significantly increased their sourcing of raw materials locally, 

which makes them less susceptible to fluctuations in FX. While NB recently 

attained 57% of its 60% target for sourcing raw materials locally, GUINNESS and 

INTBREW have achieved about 80% and 75% respectively, reducing their 

reliance on imported raw materials. However, we cannot underplay the impact 

of the importation of other raw materials (barley and hops) which are not locally 

available on unit costs. While there is no disclosure to the percentage of raw 

materials importation to total costs, we believe this remains the major risk 

associated with the companies. From our coverage universe, we expect 

GUINNESS to be most impacted, as the firm also imports most of its spirits brand 

from its parent company. 

As regards foreign currency denominated loans, only GUINNESS (loan from 

parent company) and INTBREW have exposure to such debt obligations and 

they account for 44.39% and 62.67% of their total borrowings respectively. 

INTBREW, however, has a non- deliverable forward contract to mitigate the FX 

risk on the contractual interest and principal repayments. Hence, we believe the 

downside risks for the brewers are minimal and not expected to significantly 

impact their books.  

 

From the supply side, the impact of the COVID-19 pandemic on brewing 

activities will currently not be pronounced except the current situation is 

prolonged. This is because all the players have fully operational breweries 

spread across geopolitical zones outside of Lagos. Thus, business operations will 

only be hampered in the regions affected by the lock down, especially Lagos. 

For context, NB has nine (9) operational breweries with just one in Lagos, 

GUINNESS also has two (2) other breweries asides its Lagos plants, hence, we 

expect continued activities in those regions. However, should the current 

situation persist, and the lockdown is extended to other states, the ability of 

firms to manufacture will be hindered as inventory levels will be low. Industry-

wise, the average inventory turnover is 5x with an average days of inventory at 

hand of 70days, therefore, it will be practically difficult for industry players to 

replace inventories amid the lockdown. Ultimately, the entire supply chain will 

also be impacted with a dent in the distribution, and marketing of bottled 

products. 

 

On the demand side, we project a drop-in demand for alcoholic beverages as 

consumers restrict their purchasing decisions mainly to essential items such as 

food, personal & home and health care products at this time. This is expected 

to also shape consumption pattern in this and in the coming period. 

Furthermore, the restriction of movement which limits social gatherings and 

functions, will further worsen the demand for alcoholic beverages in this period.  
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Given our assessment of their respective ability to keep their heads above 

emerging business and economic risks and their relatively strong retained 

earnings, we recommend the following stocks across the FMCG space: NESTLE, 

NB and FLOURMILL.  

Telecommunications Sector: Poised to Benefit from a Digital Economy 

Already, the widespread outbreak of COVID-19 (Corona Virus Disease) has 

brought about disruptions to global supply chains and the global business 

environment, with more countries resulting to nationwide lockdowns and 

social distancing measures to curb the spread of the virus. The effect of this 

has been a much swifter transition to alternative modes of communications 

such as teleconferencing and video calls, in order for governments and 

businesses around the world to sustain operations. 

This same scenario is applicable in the domestic environment, with the 

Federal Government imposing 2-week lockdowns in Lagos, Abuja and Ogun 

state. Thus, with the demand for voice and data services set to rise 

significantly as most businesses now work remotely, we expect this to 

translate into higher earnings for the listed telecommunication companies 

(Telcos). MTNN (38.06%) and AIRTELAFRICA (26.92%) collectively account for 

over two-thirds of total industry subscribers and both possess the largest 4G 

network coverage across the country.  

Furthermore, with the disruptions caused by the COVID-19 pandemic 

expected to accelerate the adoption of technology offerings across the 

business community, Telcos are expected to benefit even more from this 

development. Both companies have invested significantly in improving their 

network capacity over the years and are expected to spend over NGN800bn 

in the near to medium term in improving their network capacity.  

However, downsides risks to the sector performance may arise from further 

devaluation of the currency. An estimated 20 – 30% of sector costs, in the 

form of network equipment imports and lease payments on right of use 

assets, are dollar denominated, and this will depress margins if the current 

economic conditions trigger a significant devaluation of the currency. 

Furthermore, lower disposable income arising from a prolonged shutdown of 

economic activity, especially for the informal sector would weaken the 

demand for data and voice services. 

Industrial Goods:  Double Batter on Manufacturers 

In line with the directive of the Federal Government, all non-essential 

businesses across the industrial and commercial hubs of the country -Lagos, 

Abuja and Ogun states- have been shut-down for an initial two-week period. 

Currently, Ogun state houses thirty-five percent of total cement production 

factories in Nigeria, while Lagos is the most densely populated State with the 

largest market for cement in Nigeria. As production and retailing of non-

essential products/services grounds to a halt in these states, sales volume of 
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this sector players is expected to be adversely affected and even more 

significantly, if the lockdown extends all through the dry season- the prime 

period for construction activities.  

The continued oil price decline necessitated an adjustment in the Nigerian 

2020 budget, resulting in a twenty per cent cut in capital expenditure budget. 

Consequently, this will lead to a reduced cement demand for Government 

projects.  

Across Sub-Saharan Africa, countries are adopting various strategies to curtail 

the spread of the virus, resulting in border closures, quarantines and periods 

of business shutdowns. This is expected to significantly affect DANGCEM’s 

pan Africa volumes (especially in cement importing countries like Ghana and 

clinker importing countries of Cameroon and Sierra Leone), which 

contributes about 30% of total revenue. Nonetheless, we opine that 

companies like Dangote Cement and CAP Plc with strong distribution 

networks, route to market strategy and wider footprints across Nigeria are 

better positioned to milk demand from other regions (outside Lagos, Abuja 

and Ogun States) in buffering the effect of the pandemic on the top line.  

The situation is similar for paints and chemical companies as volumes are 

expected to contract (especially in the decorative paints segment which 

accounts for c.64% of total industry revenue), in tandem with the slowdown 

in construction and lockdown of non-essential businesses. 

On the other hand, the devaluation of the Naira present construction 

materials companies with concerns around direct costs as imported raw 

material prices are poised to trend upwards. Though cement companies’ 

exposure to imported raw material (Gypsum) will be felt across board, higher 

direct costs are expected from companies like BUACEMENT (Sokoto plant) 

with higher dependence on low pour fuel oil (LPFO- a more expensive and 

imported fuel option) as a source of energy. 

From a fundamentals point of view, cement companies like DANGCEM and 

expectations for WAPCO still present an attractive investment case. We 

thereby recommend a BUY on these counters, however with a long-term 

investment horizon. 

The Insurance Sector: Devaluation to Trigger Foreign Exchange Gains 

The Nigerian insurance industry as opposed to what is obtainable in advanced 

economies is expected to scale this hurdle, due to its peculiarities and the 

kind of policies players underwrite. Whereas major global insurance might 

have to grapple with the settlement of losses from Loss of employment 

among others, the prevalent policies in our local space do not qualify for such 

exposure and thus, claims and benefit payment are expected to be 

minimized. In the same vein, the presence of clauses which exempts insurers 

from the settlement of claims arising from fundamental risks 

(Pandemic/War), would insulate the insurers from losses that are consequent 

on a wider spread of the virus. On the other hand, the industry is expected to 
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take a mild hit in topline, as people remain indoors, and underwriting new 

policies might become difficult amid the imminent protracted lockdown. 

Hence, we anticipate a slow-down in the underwriting of new businesses. 

While the upward adjustment of the naira against the dollar poses threat to 

some industries, it portends a possibility of exchange rate gain for players in 

the insurance sector. Firms like CUSTODIAN, NEM and MANSARD that are 

big on oil and gas insurance policies (as the premiums are majorly paid in 

USD), and have Eurobonds in their investment portfolios are poised to 

benefit. Conversely, the only negative resides in their re-insurance activity, 

as it is majorly contracted to foreign companies, which might now come at a 

higher cost. Nonetheless, the premium written always exceed re-insurance 

expense, therefore, we expect the industry to emerge unscathed. 

The recapitalization of the industry is expected to continue unabated amid 

the current crisis, although with a bit of headwind, due to our anticipated 

slowdown in the acquisition of some local players that are currently primed 

for a takeover by bigger firms from advanced economies. This is because 

intending acquirers (e.g. InsuResilience currently on the lookout for a Life 

business) from developed countries are currently faced with huge loss 

settlements and this might impact their balance sheets and consequently 

affect their planned investment. 

Considering the foregoing, our outlook for the industry remains mildly 

positive as the industry is only expected to slow in top-line, but not 

profitability. In this light, we recommend that investors keep a tab on the 

sector, as tickers such as CUSTODIAN, MANSARD, and NEM are currently 

under-priced and thus, better positioned for a rally in the short and the long 

term.  

Our Strategy 

The overall outlook for the financial market in H1:2020 is clouded with 

uncertainties. However, we consider the discovery of a vaccine, treatment 

regimen for COVID-19 and the resolution of the spat between Saudi Arabia 

and Russia as key drivers of a market reversal.  

In the meantime, we opine that fixed income securities provide safer 

investment opportunities for investors given the level of volatility in the 

equities space and the high risk of capital loss. Coupled with that, we expect 

the downward review of Nigeria’s sovereign rating outlook by global rating 

agencies and the elevated risk environment to lead to upward repricing of 

yields in the fixed income space.  

We also recommend investments in dollar-denominated fixed income 

instruments as a means of hedging against foreign exchange risks.  

For equities, the current low prices of stocks provide an opportunity for 

bargain-hunting on fundamentally sound tickers particularly for investors 
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with a medium to long-term horizon. We however advise that a staggered 

entry approach should be adopted for the equities market as downside risks 

persist amid growing economic vulnerabilities.   

Hence, we recommend a discretionary mix of Naira-denominated fixed 

income, dollar-denominated investments and equity instruments.  

SECTOR TICKER Target 
Price 

Recommendation 

Banking 

ACCESS 9.41 Buy 

FCMB UR - 

GUARANTY 32.43 Buy 

STANBIC 38.25 Buy 

STERLNBANK 1.84 Buy 

UBA 6.26 Buy 

UBN 6.90 Buy 

WEMABANK UR - 

ZENITHBANK 23.06 Buy 

Insurance 

AIICO 0.94 Buy 

MANSARD 2.88 Buy 

NEM 3.05 Buy 

WAPIC 0.58 Buy 

CUSTODIAN 7.11 Buy 

FMCG 

DANGSUGAR 9.06 Hold 

HONYFLOUR 0.74 Sell 

FLOURMILL 22.27 Buy 

NESTLE 1,200 Buy 

GUINNESS 30.45 Buy 

NB 42.78 Buy 

INTBREW 4.95 Hold 

Pharmaceuticals 

MAYBAKER UR - 

FIDSON UR - 

GLAXOSMITH UR - 

NEIMETH 0.50 Hold 

Materials 

BUACEMENT 32.19 Hold 

DANGCEM 171.8 Buy 

WAPCO 18.28 Buy 

CAP 24.23 Hold 

BERGER 6.03 Sell 

Energy 

CONOIL 27.46 Buy 

ETERNA 3.47 Buy 

ARDOVA 19.66 Buy 

MOBIL 176.74 Hold 

MRS 14.78 Hold 

SEPLAT 608.24 Buy 

TOTAL 121.27 Buy 

Telecommunications MTNN 159.18 Buy 

AIRTEL UR - 
 

 
 

*UR= Under Review. Companies with UR are yet to release their audited financials 
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Analysts’ Compensation: The equity research analysts responsible for the preparation of this report receive compensation 

based upon various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall 

firm revenues, which include revenues from, among other business units, Investment Banking. 

 

Investment Ratings 
 

Fair Value Estimate 

 
We estimate stock’s fair value by computing a weighted average of projected prices derived from discounted cash flow 

and relative valuation methodologies. The choice of relative valuation methodology (ies) usually depends on the firm’s 

peculiar business model and what in the opinion of our analyst is considered as a key driver of the stock’s value from a 

firm specific as well as an industry perspective. However, we attach the most weight to discounted cash flow valuation 

methodology. 

 

Target Price Estimate 

 
While we believe that the fair value is underpinned by the future benefits stream and growth outlooks, which are primary 

drivers of value, the market might not align to the fair value estimate within the estimated investment horizon. Thus, we 

do not derive our target price from the fair value but from a trading perspective using the year projected earnings or book 

value and the respective target multiples. Notwithstanding, we are of the opinion that the variance between the two should 

not be too significant. 

 

 

Ratings Specification 

 

BUY: Target Price of the stock is above the current market price by at least 10 percent 

 

HOLD:  Target Price of the stock ranges between -10 percent and 10 percent from the current market price. 

 

SELL:  Target Price of the stock is more than 10 percent below the current market price. 

 

Definitions 

 

Price Targets: Price targets reflect in part the analyst’s estimates for the company’s earnings. The achievement of any price 

target may be impeded by general market and macroeconomic trends, and by other risks related to the company or market, 

and may not occur if the company’s earnings fall short of estimates. 

Asset allocation: The recommended weighting for equities, cash and fixed income instrument is based on a number of 

metrics and does not relate to a particular size change in one variable.  
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Conflict of Interest 

It is the policy of Meristem Securities Limited and its subsidiaries and affiliates (Individually and collectively referred to as 

“Meristem”) that research analysts may not be involved in activities that suggest that they are representing the interests of 

Meristem in a way likely to appear to be inconsistent with providing independent investment research. In addition, research 

analysts’ reporting lines are structured so as to avoid any conflict of interests.  

For example, research analysts are not subject to the supervision or control of anyone in Meristem’s Investment Banking or 

Sales and trading departments. However, such sales and trading departments may trade, as principal, on the basis of the 

research analysts’ published research. Therefore, the proprietary interests of those Sales and Trading departments may 

conflict with your interests.  

 

Important Disclosure 
 

 

For U.S. persons only: This research report is a product of Meristem Securities, which is the employer of the research 

analysts who has prepared the research report. The research analysts preparing the research report are resident outside the 

United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analysts are not 

subject to supervision by a U.S. broker-dealer, and are not required to satisfy the regulatory licensing requirements of FINRA 

or required to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject 

company, public appearances and trading securities held by a research analyst account. 

 

This report is intended for distribution by Meristem Securities only to "Major Institutional Investors" as defined by Rule 15a-

6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and 

Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional 

Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may 

not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.  

 

Legal entity disclosures 

 

Meristem Securities Limited is a member of The Nigerian Stock Exchange and is authorized and regulated by the Securities 

and Exchange Commission to conduct investment banking and financial advisory business in Nigeria. However, the company 

through its subsidiaries carries out stock broking, wealth management, trustees and registrars businesses which are regulated 

by the SEC and ICMR. 
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Contact Information 
Brokerage and Retail Services 
  topeoludimu@meristemng.com  (+234 905 569 0627) 
  abisoyeoludipe@meristemng.com  (+234 708 000 7861) 
  contact@meristemng.com 
 
Investment Banking/Corporate Finance 
seunlijofi@meristemng.com   (+234 808 536 5766) 

 

Wealth Management 
damilolahassan@meristemng.com  (+234 803 613 9123) 
crmwealth@meristemng.com  
Tel: +234 01 448 8260 
Fax : +234 01 269 0118 

 

Registrars 
muboolasoko@meristemregistrars.com  (+234 803 324 7996) 
martinaosague@meristemregistrars.com (+234 802 302 1783) 
www.meristemregistrars.com  
Tel: +23401-280 9250 
Fax: +234 01 270 2361 

Group Business Development 
Saheedbashir@mersitemng.com  (+234 802 454 6575) 
Ifeomaogalue@meristemng.com  (+234 802 394 2967) 

 

Client Services 
omosolapeakinpelu@meristemng.com  (+234 803 694 3034) 

blessingogwuche@meristemng.com (+234 706 896 5173) 
 

Investment Research 
ahmedjinad@meristemng.com   (+234 809 183 9487) 
research@meristemng.com 

 

 

 

 
 
 
 
 
 

Corporate websites:         www.meristemng.comwww.meristemwealth.comwww.meristemregistrars.com   

Meristem Research can also be accessed on the following platforms: 
Meristem Research portal: meristem.com.ng/rhub 
Bloomberg:  MERI <GO> 
Capital IQ:  www.capitaliq.com        Reuters:  www.thomsonreuters.com 
ISI Emerging Markets:  www.securities.com/ch.html?pc=NG     FactSet:  www.factset.com 
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IMPORTANT INFORMATION: DISCLAIMER 

Meristem Securities Limited (‘’Meristem’’) equity reports and its attendant recommendations are prepared based on 
publicly available information and are meant for general information purposes only and it may not be reproduced or 
distributed to any other person. All reasonable care has been taken to ensure that the information contained herein is not 
misleading or untrue at the time of publication;  Meristem can neither guarantee its accuracy nor completeness as they are 
an expression of our analysts’ views and opinions.  
Meristem and any of its associated or subsidiary companies or the employees thereof cannot be held responsible for any 
loss suffered by relying on the said information as this information as earlier stated, is based on publicly available 
information, analysts’ estimates and opinions and is meant for general information purposes and should not be construed 
as an offer to buy or sell or a solicitation of an offer to buy or sell securities or any financial instruments. The value of any 
investment is subject to fluctuations, i.e. may fall and rise. Past performance is no guide to the future. The rate of exchange 
between currencies may cause the value of investment to increase or diminish. Hence investors may not get back the full 
value of their original investment. Meristem Securities is registered with the Securities and Exchange(SEC) and is also a 
member of The Nigerian Stock Exchange (The NSE). Meristem Securities’ registered office is at 124 Norman Williams Street, 
South West, Ikoyi, Lagos, Nigeria. Website: www.meristemng.com; Email: research@meristemng.com. © Meristem 
Securities Limited 2020. 

 

 


