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[ GlaxoSmithKline Consumer Nigeria Plc: Interim Results — Q2 June, 2008 ]

March 12, 2009 BUY Fair Value: N21.98 Current Price:N13.72
Building Healthy Family :
:'C"er ﬁLAl":SM'T“ The unaudited Q208 result of GlaxoSmithKline
ector ealthcare o ;
: ; Consumer Nigeria Plc. (Glax&@mith)for the
Valuation/Analyst Recommendation : } ;
T Date of Incorporation June 23, 1571 period ended 30 June, 2008 showed that its
In amving at a fair valie for Date of Listing luly'1973 Turnover (TO) grew by 37.8%to N6.03bn
— = Year End . December compared with N4.37bn in the corresponding
GlaxoSmithKlinewe estimate TQ No of Ordinary Shares 956,701,192

Earning Before

(EBITDA}@Nd PAT for the period

ended December 2008. We project
a TO of N12.3Bn, based on a
growth of 23%, over the previous

year. We project EBITDA of
N2.386n based on EBITDA margin

of 18.926 and a PAT of N1.48n
based on a PAT margin of 126.We

used 956nm Ordinary Shares which

was in issue as at December, 2008.

The Earning Per Share (EPS)
generates N1.55We estimated the

Dividend Per Share (DPS) of
71kobobased on a dividend payout

of 45.7% Applying Enterprise

Value EV/EBITDA multiple of 9.0%,

a P/E multiple of 14x, we arrived at

N22.2Qer share using EV/EBITDA

multiple and N21.7&er share using

price earnings multiple. A simple

average of the two values generates

N21.98which is our fair value. The

earnings vyield and dividend vyield

based on our fair value generate

7.0P6 and 3.24% respectively. We

therefore place a BUY on

GlaxoSmithKline Consumer Nigeria

Plc's stock at the current market

price for both capital appreciation

and dividend payment.

Business Description

The company is engaged in the
manufacture, marketing and
distribution of a wide range of
healthcare brandseell established in
Nigeria.
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Interest Tax
Depreciation and Amortization

Capitalisation
% of Market Capitalisation

#-11,910,929,850.36
0.25%

period of 2007. Profit Before Tax (PBT)
increased significantly by 134.8%between
2007 and 2008 to N1.14brirom N485.14mn in

:::w:::: r:f: ii=93§:0 the corresponding period of 2007. The tax
YTD Return (15.19%) provisiqn moved in a similar direction,
52-Week Avg. Trade 229,134 increasing by 134.9% between 2007 and 2008
Beta Value 0.83 to N353.24mifrom N150.39mn bringing the
Current EPS N1.34 Profit After Tax (PAT) to N786.05mnas
Current PE(x) 9.28 against N338.75mn in 2007, representing an

impressive growth of 132%.

A cursory look at the company’s profit margins reveals an increase in the PBT margin in Q2 '08 over Q2'07 and over the FY '07
figure. The PBT margin increased to 18.90%n Q2 ‘08 from 11.10%s at Q2 ‘07, and up from 11.70%s at the end of the financial
year in December, 2007.This shows that the company’s total cost as a percentage of TO stand at 81.10%lower than 88.90%
recorded in the corresponding period of 2007.This analysis shows that GlaxoSmith is becoming more efficient in its cost
management strategies. PAT Margin currently stands at 13.05%up from 7.75%n the corresponding period of 2007 and up from
8.44%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 December, 2007 are: 60.80%98.196 and 93.93%respectively. This suggests
that GlaxoSmith should surpass its previous year's performance at the current run rate with wide margin.

A cursory look at the audited account of GlaxoSmith for the period ended December, 2007 showed that its working capital position
improved marginally in 2007. It's working capital improved to N1.87brfrom N21.77brn 2007.

TO decreased in 2007 over 2006 by 4.56% to N9.92bnwhile the cost of sales decreased by 0.84% to N6.04bnA lower decrease
recorded in cost of sales compared to the decrease in TO led to a decrease in Gross Profit (GP) of 9.84% to N3.87brfrom N4.3bn,
and a decline in the gross profit margin from 41.36% in 2006 to 39.07% in 2007.

The trading profit decreased by 25.87% in 2007 to N1.18n from N1.53bn in 2006. PAT also declined by (22.68%) to N836.88mn
from N1.08bn. Capital employed increased in 2007 by 10.33% to N5.39brirom N4.88bn in 2006, while the shareholders’ funds
increased marginally by 9.75% to N4.6brover the previous year's figure of N4.19bn. The Return on Capital Employed (ROCE) and
Return on Equity (ROE) stood at 21.80%nd 18.19%sespectively in 2007. The company paid a dividend of 45 kobaper share as
benefits to its shareholders whose names appeared in the Register of Members as at May 5, 2008.

An analysis of the TO of GlaxoSmith in 2007 shows that its income of N9.92bn was derived from the sales of: Consumer
Healthcare (CHY7.20bn (72.6%) and Pharmaceuticals (RR.72bn (27.4%). The analysis of the PBT by business sector
showed that CHcontributed 529.77mi#5.42%) and P, N636.684.58%). During the 2007 financial year some of the factors that
impacted negatively on the company’s business during the period include energy crisis, the ban of some essential pharmaceutical
drugs as well as the adoption of the double combination therapy —ACT- by the World Health Organisation. However, the company
has made significant investment to generate continuous production. Realising the importance of marketing in creating awareness
for effective sales it also deployed, adequate human and financial resources to the company’s marketing function.

Its product lines include Panadol Andrews Liver SalMacleansPhensi¢c Lucozadeand Ribena Macleansand a wide
range of internationally acclaimed pharmaceuticals, including Amoxi, and Augmentin AntibioticZentelthe Anthelminticthe
anti-malarial, Halfanand VaccinesRibena Apple was introduced to the market as a variant of the popular Ribena brand. The
company's shares were held 46.4%by GlaxoSmithKline Plc UKrough its subsidiaries, Setfirst Limitecand Smithkline
Beecham PI¢both incorporated in the United Kingdom); and 53.6%by Nigerian shareholders. The GlaxoSmith has a wholly
owned subsidiary, Winter Pharmaceutical Limited, that is engaged in the marketing and distribution of Over The Counter (OTC)
pharmaceutical products. The results analyzed are the consolidated account.
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Company TO PBT PAT PAT Margin (%)  ROE (%) EPS* PE*
GlaxoSmithKline 9,915 1,166 836.88 8.44 18.19 1.34 9.74
Evans Medical 3,151 (373.44) (317.02) (10.06) (23.95) - -
NG 2630 190 140 5.32 10.44 0.99 19.57
Source: Company Annual Reports as at FY 607, NSE FACTBOOK.
VH Wr vH Y5 2k FY 2007 FY 2006 FY 2008
6,025 4,372 7.8 9,915 10,389 (4.56) 12,394
1,139 485.14 134.8 1,167 1,522 (23.38) 1,907
786.05 338.75 132.0 836.88 1,082 (22.68) 1,487
18.90 11.10 7.81 11.76 14.65 (2.89) 15.39
13.05 7.75 5.30 8.44 10.42 (1.98) 12.00
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Contact us at Our Offices:

Lagos Office: uvac House (68" Fioors) 1/5

Odunlami Street, P.M.B 12913 Lagos. (Tel.) 234-1-
2640160-9 (Fax) 234-1-2702890

Position
Chairman
Mgr. Director
Director

Director
Director

Director
Director
Director

Director

Port Harcourt:

Holding
13,200,00
N/A

N/A

28,507
11,406

N/A
N/A
N/A
N/A

Afribank Bank Building (2nd floor, 5 Trans Amadi Road, Port

Harcourt.(Tel) 234-084-463308 (Fax) 234-084-463174

Abuja Office:
Sterling Bank Building (formerly:

NAL Abuja Complex), Plot

990, Cadastral Zone A O, Central Business District, (behind Leventis

Stores), Abuja FCT (Tel) 234-09-6700535
(Website)

www.fsdhgroup.com, www.fsdhsecurities.com
(Email) fsdhsecurities@fsdhgroup.com

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.



