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We are of the opinion that the write-back is the insurance claim received on the assets affected by fire. 

The PBT Margin in Q3 2009 increased over the Q3 2008 and over the FY 2008 figure. The PBT margin increased to 4.25% in Q3 

2009 from 2.36% as at Q3 2008, and up from 3.05% as at the end of the financial year in December, 2008.This shows that the 

company’s total cost as a percentage of TO stands at 95.75%, down from 97.64% recorded in the corresponding period of 2008. PAT 

margin currently stands at 3.54%, up from 1.72% in the corresponding period of 2008 and up from 2.72% as at FY 2008.The result 

also indicated that the percentage of TO, PBT, and PAT in the Q3 2009 result to the Full Year Audited TO, PBT and PAT for the 

period ended December, 2008 are: 80.84%, 112.78% and 105.04%, respectively. This suggests that NBC should surpass its previous 

year’s performance at the current run rate in 2009 with wide margin. The FY 2008 PBT & PAT we used to compute the margins 

exclude the N2.166bn extraordinary item as if it never occurred, while the Q3 2009 includes the N1bn write back from the 

extraordinary item. 
 

A cursory look at the balance sheet position as at Q3 2009 compared with the position as at December, 2008 shows that the company 

continued its investments to expand its operations to gain additional markets. Its fixed assets increased by 14.65% to N40.67bn from N35.48bn 

in FY 2008. While the net assets increased by 10.48% to N24.15bn from N21.86bn as at FY 2008.  Cash and bank balances increased from 

N782mn in FY 2008 to N1.22bn in Q3 2009. The short-term borrowing stood at N13.81bn as at Q3, 2009, representing an increase of 63.06% 

over the FY 2008 position.  The additional short term borrowing may have been obtained to finance the increase in fixed assets and stocks. 

NBC’s working capital deteriorated from a negative of N9.44bn in FY 2008 to N10.87bn in Q3 2009. Stocks increased by 48.60% to N13.71bn 

from N9.23bn during the review period. The increase in the stocks is understandable as the company will need to increase stocks in order to 

cater for the usual end of year demand. The management of NBC was effective in the management of its trade debtors, which increased 

marginally by 2.15% to N285mn from N279mn in order to improve its cash position. Trade creditors increased significantly by 79.56% to 

N9.86bn in Q3 2009 from N5.49mn as at FY 2008. This suggests that the company may be employing cash management strategies to 

conserve its cash for its investment or financing needs in the near future. However, the trade creditors’ position may also suggest that the 

creditors of the company may believe that the company is having liquidity challenges, given the extended length of time it takes to pay its trade 

creditors. In turn, the trade creditors may mark-up its supply prices.  
 

Taking into consideration the agrarian background of the nation, the food, beverage and tobacco sub-sector is perhaps the most developed in 
the manufacturing sector of the economy in terms of huge investment committed to it over the years. Even at its present state, a lot of 
investment opportunities still exist in the sub-sector due to Nigerian's comparative advantage and potentials for the production of raw materials 
required in the sub-sector and the apparent shortage of capacity to meet the demands of existing industries. The sub-sector is diversified into 
many industries, which produce cereals, flour and bakery products, animal feeds, fruits and vegetables, meat, fish and poultry, dairy products, 
roots and tubers, beverages, sugar and confectioneries etc. Besides the manufacture of finished products, the sub-sector is presently 
attracting investment into the production of intermediate inputs in order to process farm produce to the specific needs of finished products 
manufacturers. Such intermediate goods include cassava derivatives like chips, adhesives gums glucose syrup, fruit juice concentrate, 
soyabean and groundnut cake. The food, beverage and tobacco sub-sector along with related sub-sectors in the agro - allied industry have 
recorded steady growth capacity utilization in the manufacturing sector in recent times. In line with NBC’s long term strategy of investing in the 
future, the company invested in upgrading of its manufacturing facilities, distribution and delivery capabilities.  During the 2008 financial year, 
NBC commissioned a state-of-the-art bottling plant in Abuja, Nigeria, and produced the first soft drink can that is filled and packed in Nigeria. 
NBC also invested in regulatory compliance, particularly in water treatment plants to protect the environment. NBC’s growth was driven by 
Coca-Cola, Fanta, Sprite, Schweppes, Diet Coke, Eva Water, Five Alive and Burn (Energy Drink) all of which have become household 
drinks in Nigeria.  Looking at the shareholding structure as at 31 December, 2008 Molino Soft Drink S.A held 55.81%, CCBC Services Ltd 

held 10.62% while the balance of 33.57% of the shares were held by other shareholders.  
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Ticker NBC 

Sector Food, Beverages & Tobacco 
Date of Incorporation  November 22, 1951 
Date of Listing November 12, 1973 
Year End December 
No  of Ordinary Shares 1,308,733,859 
Capitalisation (N) 26,698,170,723.60 
% of Market Capitalisation  0.54 
52-Week High(N) 36.93 
52-Week Low(N) 18.05 
YTD Return (%) (44.77) 
52-Week Avg. Trade 158,597 
Beta Value  0.60 
Trailing  EPS(N) 1.01 
Trailing PE(x) 20.12 

 

Valuation/Analyst Recommendation 

In placing a fair value on the Ordinary 

Shares of NBC, we adjusted our earlier 

forecast for the FY 2009 and parameters 

to reflect current market developments 

and based on its latest results. We 

estimated TO, Earning Before Interest 

Tax Depreciation and Amortization 

(EBITDA) and PAT for December, 2009. 

We project a TO of N91.28bn, based on 

a growth rate of 13.99% over the 

previous year. We project EBITDA of 

N7.31bn based on EBITDA margin of 8% 

and a PAT of N2.94bn based on a PAT 

Margin of 2.12% and writing back the 

N1bn insurance claim. We used 1.308bn 

Ordinary Shares that we expect to be in 

issue as at December 2009. The Forward 

Earnings Per Share (FEPS) generates 

N2.24. We estimated Dividend Per Share 

(DPS) of N0.90 based on a dividend 

payout of 40% as we believe the 

company will increase its historical 

dividend payout ratio to compensate 

shareholders for its last year lackluster 

performance. Applying Enterprise Value 

EV/EBITDA multiple of 4.85x, a P/E 

multiple of 12x, we arrived at N20.62 per 

share using EV/EBITDA multiple and 

N26.91 per share price using earnings 

multiple. Applying a weight of 55% on 

N20.62 and 45% on N26.91, we arrived 

at N23.45 per share, which is our fair 

value. The forward earnings yield and 

dividend yield based on our fair value 

generate 9.56% and 3.83% respectively. 

We therefore place a BUY on the share 

price of NBC at the current market 

price. 

 

        Business Description 

 

NBCôs principal activities are 

production and bottling of alcohol 

free beverages in Nigeria. 

Offering Choices: 
 

The unaudited Q3 2009 result of Nigerian Bottling 

Company Plc. (NBC) for the period ended 30 

September, 2009 showed that its Turnover (TO) grew 

by 14.60% to N64.74bn, compared with N56.47bn in 

the corresponding period of 2008. Profit Before Tax 

(PBT) increased significantly by 106.8% between 2008 

and 2009 to N2.75bn from N1.33bn in the 

corresponding period of 2008. The tax provision moved 

up significantly, increasing by 309.5% between 2008 

and 2009 to N1.46bn from N357mn bringing the Profit 

After Tax (PAT) to N2.29bn as against N974mn in 

2008. This represents a significant growth of 135.2%. 

We reported earlier in our Q1 2009 review of the NBC’s 

unaudited results that fire gutted the company’s plant in 

Benin City, which led to an impairment charge of 

N3.17bn against the assets affected by the fire. NBC 

claimed that the affected assets are fully insured at 

replacement cost. Included in the Q3 2009 result is a 

write back of extraordinary item of N1bn.  
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Industry Analysis (Nmn) 

Company TO PBT PAT PAT Margin (%) ROE (%) EPS* PE* 

NBC 80,080 2,441 10.26 ** 0.02 9.98 1.01 20.12 

7-Up  34,864 2,223 1,530 4.39 19.16 2.98 9.85 

Dangote Sugar 80,671 30,151 21,871 27.11 67.03 1.27 11.60 

Nestle 51,742 11,862 8,332 16.10 92.25 15.23 15.73 

Flour Mills 180,068 11,917 3,892 2.16 11.10 3.68 10.05 
Source: Company Annual Reports as at FY ô08, NSE FACTBOOK.  * Current.  7-Up and Flour Mills have different Year End ** After extraordinary item 

Financial Performance (Nmn) 

     Q3 2009 Q3 2008 ҈ҟ FY 2008 FY 2007 ҈ҟ FY 2009E 

Turnover 64,740 56,474 14.60 80,080 68,529 16.90 91,283 

PBT        2,753 1,331 106.8 2,441 4,346 (43.80) 3,874 

PAT 2,291 974 135.2 10.26 3,172 (99.70) 2,935 

PBT Margin (%) 4.25 2.36 1.90 3.05 6.34 (3.29) 4.24 

PAT Margin (%) 3.54 1.72 1.81 0.02 4.63 (4.61) 3.22 

 

 
  

Directors As At December 31, 2008 

Name Position Holding 

Olusegun 
Apata 

Chairman 128,391 

Roland Ebelt Mgr. Director Nil 

Dimitris Lois Director Nil 

F.O. Akinkugbe Director 44,630 

Harry G. David Director 21,326 

J.T.F Iyalla Director 1,100,000 

A.I Leventis Director Nil 

H.K. Leventis Director Nil 

A.  Mantey Director 7,560 


