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Q3 earnings improvements boost profit outlook

GTCO released its 9M’21 results yesterday, reporting a 12% y/y decline in
Gross Earnings to 8319 billion. We recall that, as at H1, the bank’s earnings
were 16% weaker y/y, but a solid performance in Q3 helped cut the decline.
The bank’s Loan book grew by 6% q/q to ®1.7 trillion, while Asset yield
remained stable at 7.8% for the quarter, which boosted Interest Income by
5% qg/q to 869 billion, as income on investment securities grew 20% qg/q.
On the other hand, the bank reported a 17% qg/q increase in Interest Expense
to §13 billion, with cost of funds worsening by 10bps to 1.3%. As a result,
the bank reported Net-Interest Income of 856 billion in Q3, a slight 2% q/q
improvement.

The improvements meant that, for the 9M period, the bank recorded Interest
Income of 8195 billion (-15% y/y) and Net Interest Income of #163 billion,
14% weaker y/y, but better than H1'21 performance (-16% y/y). However,
driven by a 58% increase in Net fees and commissions to #52 billion — mainly
the result of a 91% jump in electronic banking income, the bank continued
to show resilience in its Non-Interest Revenue (NIR) lines. Nevertheless, we
note that this performance fell slightly short of our #120 billion expectation.

Furthermore, the bank enjoyed the double-boost of a 24% y/y decline in
credit impairments and a significant jump in loan recoveries, which drove a
41% vy/y drop in loan loss impairments for the 9M period to ®6 billion,
although NPLs worsened slightly to 6.1% from 6.0% in H1. We also note that
in Q3, impairments fell 55% qg/q to #1.3 billion as general economic recovery
and higher crude prices during the period prompted lower credit provisions
and boosted repayments of loans previously reported as lost.

Cost-wise, Opex growth accelerated in the third quarter, taking the 9M figure
to 8124 billion, a 10% y/y increase from the 7% growth recorded in H1, still
driven by the 27% y/y jump in AMCON charge. However, this was still below
our projection of 8129 billion for the period and meant that 9M’21 PBT came
in at 8152 billion, 9% weaker y/y, while PAT printed at #129 billion, down
7% vy/y, yielding an ROAE figure of 21.7% (FY'20: 27.1%, Q2'21: 21.0

Q3 improvements bode well for FY'21 profits

Given the improvements made in Q3 to Interest Income and impairments,
we foresee a stronger H2 performance for GTCO and have adjusted our
forecast to reflect these expectations. Firstly, we have raised our FY'21
Interest Income forecast to #262 billion (Previous: 8250 billion) and Net
Interest Income estimate to #2177 billion (Previous: #206 billion).
Furthermore, due to the increased rate of recoveries and our expectation for
crude prices in Q4, we have lowered our Full-year loan loss expense
expectation slightly to #7.9 billion (Previous: §8.4 billion). Also, due to Opex
coming in lower than expected, we adjusted our FY'21 Opex estimate to
§154 billion (Previous: #158 billion).
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Business Description

Guaranty Trust Bank PLC (GUARANTY) is the fifth
largest bank in Nigeria by total assets. The bank
focuses on corporate banking with presence in
Nigeria, Gambia, Sierra Leone, Ghana, UK, Liberia,
Cote D’Ivoire, Kenya, Uganda and Rwanda. The
bank has its primary listing on the Nigerian Stock
Exchange and secondary listing as GDRs on the
London Stock Exchange.
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Ultimately, this gives a new PBT figure of #211 billion (Previous: %198
billion) and a PAT estimate of #198 billion (Previous: §#168 billion) while our
ROAE projection comes to 20.9% (Previous: 19.8%). This yields an EPS
figure of #M6.25 (Previous: #5.49) and DPS projection of #3.00/share

(Previous: #2.80).

Target Price revised to 835.30
The new ROAE and DPS projections yield an improved 12-month Target
Price of 8#35.30, thus we maintain our BUY rating on the stock. GTCO is
currently trading at a 24% discount to our target price, with P/E ratio and
P/B value of 7.7x and 1.1x respectively vs. Tier I averages of 4.4x and 0.6x.

Vetiva's

Estimate Variance
Gross Earnings 318,508 362,680 -12% 312,045 2% 110,594 101,748 9%
Net Interest Income 162,943 189,736 -14% 158,385 3% 55,887 54,621 2%
Loan Loss Expense -5,994 -10,145 -41% -6,835 -12% -1,279 -2,855 -55%
Non-Interest Revenue 118,701 100,161 19% 119,639 -1% 38,648 37,161 4%
Operating Expenses -123,741 -112,401 10% -128,782 -4% -34,404 -49,554 -31%
Profit After Tax 129,401 142,283 -9% 121,363 7% 49,986 33,868 48%
ytd Vetiva's q/q
9M'21 FY'20 Change Estimate Q3'21 Q2'21  Change
Loans and Advances 1,737,207 1,662,732 4% 1,709,508 2% 1,737,207 1,632,089 6%
Deposits 3,745,433 3,509,319 7% 3,802,562 -2% 3,745,433 3,625,218 3%
Total Assets 5,143,766 4,944,653 4% 5,377,834 -4% 5,143,766 5,017,282 3%

Source: NGX, Vetiva Research
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Income statement 2019A 2020A 2021E 2022F 2023F 2019A 2020A 2021E 2022F 2023F

A'mil N'mil A'mil A'mil N'mil $'mil $'mil $'mil $'mil $'mil
Gross Earnings 435,307 458,420 423,528 473,391 534,094 1,059 1,115 1,030 1,152 1,299
Interest income 296,205 300,738 261,801 298,750 336,513 721 732 637 727 819
Interest expenses (64,842) (47,069) (45,002) (65,255) (89,704) (158) (115) (109) (159) (218)
Loan loss provision (4,912) (19,573) (7,948) (8,663) (7,082) (12) (48) (19) (21) (17)
Net interest income 231,363 253,668 216,799 233,495 246,809 563 617 527 568 601
Non-interest Revenue 139,102 157,683 161,727 174,641 197,581 338 384 393 425 481
Operating income 370,465 411,351 378,526 408,136 444,390 901 1,001 921 993 1,081
Operating Expense (130,971) (147,438) (153,727) (160,922) (173,738) (319) (359) (374) (392) (423)
PBT 231,708 238,095 210,895 234,456 258,656 564 579 513 570 629
Taxation (34,842) (36,655) (31,634) (37,513) (49,145) (85) (89) (77) (91) (120)
PAT 196,866 201,440 179,261 196,943 209,512 479 490 436 479 510

Balance Sheet 2019A 2020A 2021F 2022E 2023E 2019A 2020A 2021E 2022F 2023F
N'mil N'mil {'mil {'mil 'mil $'mil $'mil $'mil $'mil $'mil

Cash and STF 593,551 478,346 572,966 642,890 688,338 1,444 1,164 1,394 1,564 1,675

Interbank Placement 1,513 267,310 294,041 323,445 355,790 4 650 715 787 866

ig‘éﬁflttrl';i”t 921,573 1,136,413 1,250,054 1,375,059 1,512,565 2,242 4,046 4,618 3,346 3,680

Loans and Advances 1,500,572 1,662,732 1,897,955 1,375,059 1,512,565 3,651 4,046 4,618 3,346 3,680

PP & E 141,775 148,783 156,222 164,033 172,235 345 362 380 399 419

Total Assets 3,758,919 4,944,653 5,484,067 5,951,406 6,430,548 9,146 12,031 13,343 14,480 15,646

Deposits 2,532,540 3,509,319 3,905,692 4,217,167 4,555,336 6,162 8,538 9,503 10,261 11,084

Total Liabilities 3,071,581 4,130,258 4,580,456 4,947,025 5,321,687 7,473 10,049 11,145 12,037 12,948

Total Equity 687,337 814,396 903,611 1,004,382 1,108,862 1,672 1,981 2,199 2,444 2,698

Ratios 2019A 2020A 2021F 2022E 2023E

Cost to Income Ratio 35.6% 36.4% 41.3% 39.8% 39.5%

ROAE 31.6% 27.1% 24.5% 20.9% 20.6%

ROAA 5.5% 4.6% 4.0% 3.4% 3.4%

Loan to Deposit 59.3% 49.7% 48.6% 49.0% 49.5%

EPS 6.95 7.10 5.97 6.56 6.98

DPS 2.80 3.00 3.00 3.20 3.50

Please Read: Important disclosures and analyst’s certification appear in Appendix
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Disclosures Section

The research analyst(s) denoted by an “*” on the cover of this report certifies (or, where multiple research analysts are primarily
responsible for this report, the research analysts denoted by an “*” on the cover or within the document individually certifies, with
respect to each security or issuer that the research analyst(s) cover in this research) that: (1) all of the views expressed in this report
accurately articulate the research analyst(s) independent views/opinions, based on public information regarding the companies,
securities, industries or markets discussed in this report. (2) The research analyst(s) compensation or remuneration is in no way
connected (either directly or indirectly) to the specific recommendations, estimates or opinions expressed in this report.

Ratings Definitions
Vetiva uses the following rating system:

Buy rating refers to stocks that we consider highly undervalued, but with strong fundamentals, and where potential return in excess
of or equal to 15.00% is expected to be realized between the current price and analysts’ target price.

Hold rating refers to stocks that we consider correctly valued with little upside or downside, and where potential return between
+5.00 and+14.99% is expected to be realized between current price and analysts’ target price.

Sell rating refers to stocks that we consider overvalued, but with good or weakening fundamentals, and where potential return below
+5.00% is expected to be realized between current price and analysts’ target price.

Rating Suspended: applies to a stock when investment rating has been suspended because there is no sufficient fundamental basis
for determining, or there are legal, regulatory or policy constraints around publishing, an investment rating or target price.

Extra-normal situations: The standard rating methodology as defined above does not however apply in extra-normal situations.
We define an extra-normal situation as one where mostly non-quantitative material considerations and factors which cannot be
reasonably and reliably estimated are considered in providing a recommendation on a stock. In such cases, the analyst may use
professional judgement at their own discretion to assign ratings which may contradict the expected rating based on the standard
rating methodology.

Analysts’ Compensation: The research analyst(s) 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 and Wealth Management.

Valuation and Risks: Please see the most recent company-specific research report for an analysis of valuation methodology and
risks on any security recommended herein. You can contact the analyst named on the front of this note for further details.

Frequency of Next Update: An update of our view on the company would be provided when next there are substantial
developments/financial news on the company.

Conflict of Interest: It is the policy of Vetiva Capital Management Limited and its subsidiaries and affiliates (individually and
collectively referred to as “Vetiva”) that research analysts may not be involved in activities that suggest that they are representing
the interests of Vetiva 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 Vetiva’s Investment Banking or Sales and Trading departments. However, such sales and
trading departments may trade, as principal, on the basis of the research analyst’s published research. Therefore, the proprietary
interests of those Sales and Trading departments may conflict with your interests.

Company Disclosure:
Vetiva may have financial or beneficial interest in securities or related investments discussed in this report, which could,

unintentionally, affect the objectivity of this report. Material interests which Vetiva has with companies or in securities discussed in
this report are disclosed hereunder:

Company Disclosure
GUARANTY a,g,h,j

a. The analyst holds personal positions (directly or indirectly) in a class of the common equity securities of the company
b. The analyst responsible for this report as indicated on the front page is a board member, officer or director of the Company
c. Vetiva is a market maker in the publicly traded equities of the Company

Please Read: Important disclosures and analyst’s certification appear in Appendix
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d. Vetiva has been lead arranger or co-lead arranger over the past 12 months of any publicly disclosed offer of securities of the
Company

e. Vetiva beneficially own 1% or more of the equity securities of the Company

f. Vetiva holds a major interest in the debt of the Company

g. Vetiva has received compensation for investment banking activities from the Company within the last 12 months

h. Vetiva intends to seek, or anticipates to receive compensation for investment banking services from the Company in the next 3
months

i. The content of this research report has been communicated with the Company, following which this research report has been
materially amended before its distribution

j. The Company is a client of Vetiva

k. The Company owns more than 5% of the issued share capital of Vetiva

Vetiva has other financial or other material interest in the Company

Important Regional Disclosures

The analyst(s) involved in the preparation of this report may not have visited the material operations of the subject Company (ies)
within the past 12 months. Commission is the commission rate or the amount agreed with a customer when setting up an account or
at any time after that. To the extent this is a report authored in whole or in part by a Non-U.S. analyst and is made available in the
U.S., the following are important disclosures regarding any Non-U.S. analyst contributors: The Non-U.S. research analysts (denoted
by an * in the report) are not registered/qualified as research analysts with FINRA; and therefore, may not be subject to the NASD
Rule 2711 and NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held
by a research analyst account. Each analyst (denoted by an *) is a Non-U.S. Analyst and is currently employed by Vetiva.

Legal Entities

Vetiva Capital Management Limited is registered with the Nigerian Securities & Exchange Commission (SEC) to conduct Issuing House,
Financial Advisory, Fund/Portfolio Management business. The subsidiary, Vetiva Securities Limited is licensed by the SEC and the
Nigerian Stock Exchange to operate as a Broker/Dealer in the Nigerian Capital Market. Vetiva Trustees Limited, which is also a
subsidiary of Vetiva Capital Management Limited, is licensed by the SEC to carry on Trusteeship business in Nigeria.

General

This research report is based on public information which the research analyst(s) consider credible and reliable. Facts and views
presented in this material have not been reviewed by, and may not reflect information known to, professionals in other business areas
of Vetiva, including the Investment Banking team and the Wealth Management team, as Vetiva has established information barriers
between its Research team and certain business groups. Whilst reasonable care has been taken in preparing this report, no
responsibility or liability is accepted either by Vetiva, its officers or any of its employees for any error of fact or opinion expressed
herein. No reliance should be placed on the accuracy, fairness or completeness of the information contained in this report as it has
not been verified by the research analyst(s) involved or the companies whose securities have been referred to except as otherwise
disclosed. Neither Vetiva nor any of its officers or employees including the research analyst(s) warrant or represent the accuracy or
completeness of information set out in this report. Any ratings, forecasts, estimates and opinions set forth in this report constitute
the analyst(s) position as at the date and time of this report and may not necessarily be so after the report date and time, as they
are subject to change without notice. It is also instructive to note that a company’s past performance is not necessarily indicative of
its future performance as estimates are based on assumptions that may or may not be realized.

The value, price or income from investments mentioned in this report may fall, as well as rise, due to economic conditions, industry
cycles, market indices, operational or financial conditions of companies or other factors. Thus, Vetiva and its officers and employees
shall not accept liability for any loss arising from the use of this report or its contents in making investment decisions or
recommendations. This report provides general information only. It is not intended to provide personal investment advice and does
not take into account the specific investment objectives, financial situation and the particular needs of any specific person.
Investments and securities discussed in this report may not be suitable for all investors and certain investors may not be eligible to
purchase or participate in some or all of them. Users of this research report should independently determine the suitability and
evaluate the investment risks associated with investments and securities discussed in this report. All investors are solely responsible
for their investment decisions. Any decision to purchase or subscribe for securities in any offering must be based solely on existing
public information on such security or the information in the prospectus or other offering document issued in connection with such
offering, and not on this report. Vetiva, through business units other than Vetiva Research, may have issued and may in the future
issue trading ideas or recommendations that are inconsistent with, and reach different conclusions from, the information presented
in this report.

Please Read: Important disclosures and analyst’s certification appear in Appendix
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Such ideas or recommendations reflect the different time frames, assumptions, views and analytical methods of the persons who
prepared them, and Vetiva is under no obligation to ensure that such other trading ideas or recommendations are brought to the
attention of any recipient of this report. Vetiva may make investment decisions or take proprietary positions that are inconsistent
with the recommendations or views in this report. To the extent that this report discusses any legal proceeding or issue, it has not
been prepared as nor is it intended to express any legal conclusion, opinion or advice. Information relating to the tax status of
companies whose securities are discussed in this report is not intended to provide tax advice or to be used by anyone to provide tax
advice.

By accepting and making use of this research report, you agree to be bound by the foregoing limitations.

No portion of this document may be reprinted, sold or redistributed without the written consent of Vetiva Capital Management Limited.
Vetiva research report is disseminated and available primarily electronically, and, in some cases, in printed form.

Additional information on recommended securities/instruments is available on request.

© 2021 Vetiva Capital Management Limited. All rights reserved.
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