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Fair Value: NG 21.63 Current Price: NG& 16.70

Valuation/Analyst Recommendation
]
In arriving at a fair value for First Bank, we
considered the current global financial
crisis and the likely impact of the crisis on
the Bank's earnings. We project GEs,
PAT, Free Cash Flow (FCF), (ie. PAT
adjusted for movement in non-cash items)
and dividend payment (based on a
dividend payout of 47.45%) for the period
ending March, 2009, 2010, 2011, 2012
and 2013. We project GEs of N225.22bn,
N321.56bn, N443.41bn, N592.45bn and
N766.80bn, for 2009, 2010, 2011, 2012
and 2013 respectively. We project PAT of
N42.64bn, N72.20bn, N98.68bn,
N130.50bn and N167.08bn, Dividend
Payment of N20.23bn, N34.26bn,
N46.82bn, N61.92bn and N79.28 and
FCF of N49.84bn, N82.48bn, N112.85bn,
N149.43bn and N191.58bn respectively
for the period. We assumed a perpetual
growth rate of 6.41%. We used a total of
24.862bn currently in issue. Applying a
beta value of 1.37, risk premium of
10.02% and risk free rate of 12.75% we
arrive at a cost of equity of 26.58% (our
discount rate). Using the above
parameters, the Discounted Future
Eamnings Model (DFEM) generates N20.15
per share. The Dividend Discount Model
(DDM) generates N9.56 Per Share and
the Discounted Free Cash Flow Model
generates a value of N23.12. An average
of the valuation methods yields a value of
N17.61 per share. However, to arrive at
our fair value we are inclined towards the
average of DFEM and the DFCF which is
N21.63 per share. The 2009 forward
earnings and dividend vyield (EPS at
N1.72and DPS at 81k) at our fair value are
7.93% and 3.76% respectively. Also, the
2009 forward Price to Eaming ratio is
10.32x. We therefore place a BUY on
the stock at the current market price for
capital appreciation and dividend
payment.

Business Description
e —

FirstBankb s princi pa
provision of comprehensive universal
banking services to all its corporate,
commercial and individual customers.

Building Stronger Growth:

Ticker FIRSTBANK

Sector Banking The unaudited Q3'08 result of First Bank Plc.
Date of Incorporation 1894 (FIRSTBANK) for the 9 months ended 31
Date of Listing March 1971 December, 2008 showed that its Gross
Year End March Earnings (GEs) rose by 42.9% to N152.40bn,

24,862,540,462.92
N415,204,425,730.71

No of Ordinary Shares
Capitalisation

compared with  N106.68bn in the
corresponding period of 2007. Profit Before

e e e e Tax (PBT) increased by 26.6% to N42.16bn
52-Week High 850.00 between 2007 and 2008 from N33.30bn in the
52-Week Low N13.7 ; ,

YTD Return (20.89) corresponding period of 2007.The tax
52-Week Avg. Trade 15,587,618 provision which increased by 25.9% betweep
Beta Value 1.39 2007 and 2008 to N8.81bn from N6.99bn in
Current EPS 1.78 2007 brought about a Profit After Tax (PAT) of
Current PE 9.53 N33.35bn in 2008 as against N26.31bn in

2007, representing an increase of 26.8%.

Looking at the bank's profit margins, the costs associated with unit of income increased between Q3 '07 and Q3 '08. This is
reflected in the PBT margin which decreased to 27.66% in Q3 ‘08 from 31.22% as at Q3 '07 and down from 30.71% in FY, 07. This
shows that the total costs as a percentage of GEs stood at 72.34% in Q3 08, up from 68.78% in the corresponding period of 2007.
From the above margins, the bank needs to work more efficiently to cut down on its operating expenses which are considerably
high. PAT Margin currently stands at 21.88%, down from 24.66% in the corresponding period of 2007and down from 23.53% as at
FY '07. The result also indicated that the percentage of the TO, PBT, and PAT in the Q2 ‘08 result to the Full Year Audited TO, PBT
and PAT for the period ended March, 2008 are: 98.14%, 88.40% and 91.27%, respectively. This suggests that the bank should meet
and surpass its previous year performance at the current run rate.

A cursory look at FIRSTBANK's 2008 Audited Reports shows an improvement in the bank’s quality of assets. The gross loan
increased significantly by 108.37% from N225.08bn in 2007 to N469.01bn in 2008. The loan is composed of 45.41% of term loans,
35.59% of overdrafts, 15.78% of commercial papers and 3.22% of other loans. The maturity profile of the loans & advances shows
that under 1 month is 23.38%, 1-3months 24.86%; 3-6months 9.67%; 6-12months 7.21%, 1year but within 3years 19.61%, 3years
but within Syears 6.37% and over 5years 8.89%. The non- performing loans increased by 9.09% from N6.71bn in 2007 to N7.32bn
in 2008, resulting in a decrease in the non-performing loan to gross loans from 2.98% in 2007 to 1.56% in 2008. If the non-
performing loan as at 2008 turns bad, only 2.06% of the shareholders funds would be impaired, a significant improvement from
8.03% achieved in 2007.

The deposits liabilities stood at N700.20bn in 2008, comprising current & demand deposits of 47.08%; savings deposit of 25.45%,
term deposits of 20.98% and domiciliary accounts of 6.49%. The maturity profile of the deposits liabilities showed that under 1
month is 38.65%, 1-3months 14.81%; 3-6months 14.67%; 6-12months 15.51% and Over 12 months 16.37%.

The GEs of FIRSTBANK which increased in 2008 over 2007 by 70.35% to N155.29bn was made up of N116.72bn (75.16%)
interest income and N38.58bn (24.84%) non-interest income. The interest related expenses increased by 71.97% between 2007
and 2008, but with a less proportionate increase compared to the increase of 86.51% in interest income, thus leading to a leap in the
Interest Margin of 92.55% to N85.15bn from N44.22bn in the previous year. The bank needs to watch the loan loss expenses which
increased significantly by 202.08% from N2.02bn in 2007 to N6.11bn in 2008. The combination of operating expenses, deferred
taxation (other payables) and taxation reduced the total net income of N47.69bn in 2008 to PAT (attributable to ordinary
shareholders) of N36.54bn, a significant increase of 95.90% from N18.65bn recorded in 2007. The return on average equity and
return on average total assets as at March 2008 stood at 16.64% and 3% respectively. The bank paid a total dividend of N1.20k per
share and a bonus of 1 for 4 as benefits to its shareholders in FY '08.

As at March 31, 2008, FIRSTBANK's subsidiaries were: First Bank ( UK) Ltd; FBN Capital Ltd; First Pension Custodian Ltd;
First Trustees Nigeria Ltd; FBN Mortgages Ltd; FBN Insurance Brokers Ltd; First Registrars; FBN Bureau de Change Ltd
and First Funds Ltd. Investments in Associates include: Kakawa Discount House Ltd. Sequel to the Central Bank of Nigeria
(CBN) launch in December 2005 of its “Microfinance Policy, Regulatory and Supervisory Framework for Nigeria”, FIRSTBANK
decided to set up a microfinance bank. As at 31 March, 2008, only First Dependants Nigeria Limited, the Managers of the Staff
Pension Fund held up to 3.35% of the issued share capital of the Bank.
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Company GEs PBT PAT PAT Margin (%)  ROE*** (%)  NPL (%) EPS* PE*
PFirstBank N 155,293 47,694 36,540 23.53 16.64 1.56 1.75 9.53
[UnionBank | 112,988 33,012 26,855 23.77 23.20 18.96 1.99 6.29
lZenithBank W 208,294 56,119 51,992 24.96 22.46 2.08 3.27 4.20
JUBAT 169,581 48,029 40,825 24.32 22.63 3.51 1.97 4.36
GTBank  78.826 27,368 21.169 26.86 20.06 1.03 1.97 5.17

Source: Company AnSNSEFACTEO@Kp ‘cCurrens ** Anraial Axdount§a¥ at ekD2008 with different FY. **Return on Average Equity.NPL: Non-Performing Loans.

I aawny  QawnTt o 6 FY 2007 FY 2006 FY 2009E
IGrossEarmings Y 152,398 106,680 42.86 155,293 91,163 170.35 225,224
BBT I 42,156 33,304 26.58 47,694 25,854 184.47 52,411
PPATII 33,350 26,310 26.76 36,540 20,636 177.07 42,643
PBT Margin (%)  27.66 31.22 (3.56) 30.71 28.36 2.35 23.27
PAT Margin (%)  21.88 24.66 (2.8) 23.53 22.64 0.89 18.93

Directors Shareholding as at March 31,2008
First Bank Vs NSE ASI Rebased (Mar.08- Mar.09) ‘Director ~ Positon  NoofShares
60 _ Chairman 233,471,487
[Ajekighe, Jacobs Moyo " MDICEO 7,759,287
50 - "Aboh, John Oche """  Ex.Dir. 7,769,309
* Adesola, Harriet-Ann Omobolanle  Ex. Dir. 5,578,605
40 -  Afonja, Ajibola Alarape ~ Ex. Dir. 15,861
 Babalola Aderemi Waheed ~ Ex.Dir. Nil
30 DubaGarba | Ex.Dir 9,834,830
Hassan-Odukale,Oye ~ Dir 22,352,753
 Alkali, Aliyu Adamu  Dir. 379,869
20 ‘Mahmoud, Abdulahi ~ Dir. 640,798
‘otti,Alex€ " Dir 3,485,955
10 ~ Otudeko,AyoolaOba  Dir. 385,649,222
& Q‘b Q% Qq; SHEEeeFP an @ | [OyelolaOladele " pir. 3,629,429
@‘ @ 0 v"% & Nd @ & & 8 @  Sanusi, SanusiLamido  Dir. 835,797
o KT s |Udo-Aka,Udo |  Dir 6,268,893
— FIRSTBANK --------------- NSE AS| Rebased Lawanson, KehindeA. DI, 2.065,256
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This publication is produced by FSDH Securities (FSDH Sec) a subsidiary of First Securities Discount House Limited (FSDH) solely for the

information of users who are expected to make their own investment decisions without undue reliance on any information or opinions

contained herein. The opinions contained in the report should not be interpreted as an offer to sell, or a solicitation of any offer to buy any
investment. FSDH Sec may invest substantially in securities of companies using information contained herein and may also perform or seek to
perform investment services for companies mentioned herein. Whilst every care has been taken in preparing this document, no responsibility
or liability is accepted by any member of FSDH or FSDH Sec. for actions taken as a result of information provided in this publication.



