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Fair Value: NG 17.38 Current Price: NG& 13.46

Valuation/Analyst Recommendation
|
In arriving at a fair value for Intercontinental
Bank, we considered the current global
financial crisis and the likely impact on the
Bank’s earnings. It is important to note that
the fundamentals of Nigerian banks are
strong but we cannot completely rule out the
possible impact of the crisis on the local
banks because of the integration of the
Nigerian financial system with the world
financial system and economy. We project
GEs, PAT and Free Cash Flow, FCF (PAT
adjusted for movement in non-cash items) for
2009, 2010, 2011, 2012 and 2013. We
project GEs of N242.41bn, N290.10bn,
N338.56bn, N395.28bn and N461.69bn, for
2009, 2010, 2011, 2012 and 2013
respectively. We project PAT of N34.82bn,
N40.69bn, N47.08bn, N55.08 and N65.39bn
and FCF of N41.83bn, N49.08bn, N56.87bn,
N66.52 and N78.75bn respectively for the
period. We used a total of 19.466bn shares
(17.966bn  Ordinary Shares and 1.5bn
convertible preference shares) currently in
issue at the date of this valuation. Applying a
beta value of 0.85, risk premium of 10.02%
and risk free rate of 12.75% we arrive at a
cost of equity of 21.24% (our discount rate).
Using the above parameters, the Discounted
Future Earnings Model (DFEM) generates
N15.77 per share and the Discounted Free
Cash Flow Model generates a value of
N19.00. An average of the valuation methods
yields a value of N17.38 per share, which is
our fair value. The 2009 forward earnings
and dividend yield (EPS at N1.79 and DPS at
82k) at our fair value are 10.29% and 4.73%
respectively. We therefore place a BUY on
Intercontinental Bank Plc stock at the
current market price for capital
appreciation and dividend payment.

Business Description
e —

INTERCONT6 S p r i n cinvgvasl
provision of comprehensive commercial
banking services to all its corporate,
commercial and individual customers.
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Ticker INTERCONT . . .

: Convenience inBanking:
Sector Banking
Date of Incorporation February 09, 1989 The unaudited Q308 result of Intercontinental
Date of Listing January 29, 2003 Bank Plc. (INTERCONT) for the 9 months ended
Year End February 30 November, 2008 showed that its Gross

Earnings (GEs) rose significantly by 82.4% to
N181.7bn, compared with N99.6bn in the

19,466,633,495 *
N262,020,886,842.70

No of Ordinary Shares
Capitalisation

% of Market Capitalisation 3.78% corresponding period of 2007. Profit Before Tax
52-Week High N45.79 (PBT) increased by 44.7% to N33bn between
52-Week Low N8.72 2007 and 2008 from N22.8bn in the corresponding
YTD Return (67.83) period of 2007.The tax provision which increased
52-Week Avg. Trade 21,127,626 by 41.4% between 2007 and 2008 to N6.9bn from
Beta Value 0.85 N4.9bn in 2007 brought about a Profit After Tax
Current EPS 2.20 (PAT) of N26.1bn in 2008 as against N18bn in
Current PE 6.12 2007, representing an increase of 45%.

* Consists of 17.966bn ordinary shares and 1.5bn convertible preference share

Looking at the Bank’s profit margins, the costs associated with a unit income increased between Q3’07 and Q3 '08. This is
reflected in the PBT margin which decreased to 18.16% in Q3 ‘08 from 22.89% as at Q3 '07, and down from 26.28% as at
FY 2007. This showed that the company’s total costs as a percentage of GEs stood at 81.84% in Q3 '08, up from 77.11% in
the corresponding period of 2007. PAT Margin currently stands at 14.36%, down from 18.07% in the corresponding period of
2007.

A cursory look at INTERCONT's 2008 Audited Reports shows an improvement in the bank’s quality of assets. The gross
loan increased by 64.7% from N277.06bn in 2007 to N456.3bn in 2008. The loans & advances was made up of 63.11% of
term loans, 25.35% overdrafts, 8.42% bankers acceptances and 3.13% other loans. The maturity profile of the loans &
advances shows that 37.81% will mature between 0-30days; 5.63% between 31-90days; 7.45% between 91-180 days;
8.17% between 181-365 days and 40.93% over 1 year. The non-performing loans increased by 28.9% from N12.87bn in
2007 to N16.59bn in 2008. This resulted in a decrease in the non-performing loan to gross loans from 4.65% in 2007 to
3.64% in 2008, though still higher than the comparable average (see next page). If the non-performing loan as at 2008 turns
bad, only 8.28% of the shareholders funds would be impaired. This is marginally higher than 8.20% achieved in 2007.

The deposits liabilities stood at N1.06trn in 2008. It is made up of current & demand deposits of 61.54%; term deposits of
31.11% and savings deposits of 7.35%. The maturity profile of the deposits liabilities showed that 0-30 days constitute
73.40%; 60-90 days 4.98%; 91-180 days 5.54%; 181-365 days 5.23% and over 1 year 10.84%.

The GEs of INTERCONT which increased in 2008 over 2007 by 98.69% to N173.57bn is made up of N114.79bn (66.13%)
interest income and N58.79bn (33.87%) non-interest income. The interest related expenses increased significantly by
178.62% between 2007 and 2008, but with a less proportionate increase in the interest income, leading to increase in the
Interest Margin which grew by 93.57% to N66.80bn from N34.51bn in the previous year. The bank needs to watch the loan
loss expenses which increased by 57.13% from N5.51bn in 2007 to N8.66bn in 2008. The combination of operating
expenses, taxation and the minority interest reduced the total net income of N45.63bn in 2008 to PAT (attributable to
ordinary shareholders) of N33.99bn, a significant increase of 124.81% from N15.12bn recorded in 2007. The return on
average equity and return on average total assets as at February 2008 stood at 19.03% and 3.47% respectively. The bank
paid a total dividend of 75 kobo per share (both interim and final) as benefits to its shareholders in FY ’08.

As at the February 29, 2008, INTERCONT's subsidiaries were: Intercontinental WAPIC Insurance Plc (58.04%);
Intercontinental Capital Markets Ltd. (62.74%); Intercontinental Homes & Savings Ltd. (51.88%); Intercontinental
Properties Ltd. (100%); Intercontinental Finance & Investment Ltd. (100%); Intercontinental Registrars Ltd. (100%);
Intercontinental Trustees Ltd. (100%); Intercontinental Bank Ghana Ltd. (89%) and Intercontinental Securities Ltd.
(51.45%) Investments in Associates include: Associated Discount House Ltd. (47%); Intercontinental Pension Fund
Management Ltd. (30%) and Intercontinental Securities Ltd. (40%). As at the end of its FY 2008, the bank had over 300
branches across the country and plans to increase it to 400 as at the end of the current financial year. The bank is also
intensifying its effort to maintaining strong presence in the international market.
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Company GEs PBT PAT PAT Margin (%)  ROE*** (%)  NPL(%)  EPS* PE*
Pintercontinental** 173,571 45,633 34,773 20.03 19.03 3.64 2.20 6.12
[Oceanic A" 150,944 52,230 41,236 27.32 7.87 3.23 1.86 6.48
IGTBank ™ 78,826 27,368 21,169 26.86 20.06 1.03 1.97 6.61
fUBAT i 169,581 56,815 40,825 24.32 21.36 3.51 1.89 7.08
PZERith AN 166,634 45,440 41,594 24.96 15.00 1.37 3.10 6.76
Source: Company Annual Reports as at FY Féb@0D8 *RétGrion AvekaGeEdRi©.OPK: Non-PetformBgiLoanse t
N As at September 2007; ~As at Sept, 2008 and Adjusted 15mths Result to 12mths for ease of comparison.
G ERT Q3 ‘07 %A FY 2008 FY 2007 %A FY 2009E
IGrossEarnings 181,700 99,600 82.43 173,500 87,356 198.61 242.411
IPBT I 33,000 22,800 44.74 45,600 22,568 202.06 46,801
IPATIE 26,100 18,000 45.00 34,700 15,481 224.15 34,819
PBT Margin (%)  18.16 22.89 (4.73) 26.28 25.83 0.45 19.31
IPATMargin(%) ™  14.36 18.07 (3.71) 20.00 17.72 2.28 14.36
Board of Directors (as at February 29, 2008)

‘Name ~ Posiion  Holding

[Dr. R.C. Obieri (OON) "] Chairman CoL T Intercontinental Bank Vs. NSE ASI Rebased (03 Jan. 07 - 02 Jan, 08)

IBRENENGNAkingbolal(MON)I Group Chief Executive 421,337,696

Chief S.I. Adegbite (OFR)  Director 260,753,999

[EREAHIUIENERGRaIIN Director 117,010,447

(ViR CATAIabI I Director 190,680,266

FAIRNisyakulUmar (OON) I Director 150,450,319

[Virikechi O Kalu I Director 266,853,120

[virsiiSeinye O:B:LuluBrigesi| Director 418,926,290

[Mr.J.5:P.C.Nwokolo " Director 51,851,851

[Dr(Mrs:) Toyin Phillips i Director 6,316,213

[Eider (Dr:) Sanni Adams ""\'1] Director 11,028,591

[viriBayoDadalN Director 51,009,901

[Mir Thomas Scarpedas "'l Director Nil

[ViriThomas Gibian W Director Nil

[ViriNeisonNweke W Executive Director 19,654,129 5 T T T T T T T T T ]

PRIRISIVIVUSSUF Executive Director 21,844,320 D 6 B B B B B S B B s

IVirAKinAjayi Y Executive Director 573,307 é‘p é-;o & QQQ 6\9 \)«Q \§° \\%;Q QQ,O & o.;sb &

_ Executive Director 12,987,588 % o,"‘ ,,,,é‘ o,'?' ,,,x“ o,‘\ » f,,?‘ q,'"’ o;° ,,,S\ ',,9

_ Executive Director 8,157,195

[ViriSimonAranonull Executive Director Nil INTERCONT  ---oeooeee NSE ASI Rebased
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Afribank Bank Building (2nd floor, 5 Trans Amadi
Harcourt.(Tel) 23084-463308 (Fax) 23884463174

Road,

Lagos Office: UAC House {68" Floors) 1/5 Odunlami Street, P.M. Abuja Office:
12913 Lagos. (Tel.) 23426401609 (Fax) 234-2702890

NAL Abuja Complex, Plot 990, Cadastral Zone A O, Central Bu
District, (behind Leventis Stores), Abuja FCT (Tel)28400535
(Website)
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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.



