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[ Nigerian Breweries Plc: Interim Results — Q3, Sept. 2009 @ :

December 11, 2009 HOLD Fair Value: NGN 51.02 Current Price: NGMN52.78
Winning With Nigerians:

Ticker NB The unaudited Q3, 2009 result of Nigerian Breweries Plc

Sector Breweries (NB) for the period ended September 30, 2009 showed that

Valuation/Analyst
Recommendation

]
In placing a fair value on the Ordinary
Shares of NB, we adjusted our earlier
forecast for the FY 2009 and parameters
to reflect current market developments
and its latest results. We estimated TO,
Earning Before Interest Tax Depreciation
and Amortization (EBITDA) and PAT for
December, 2009. We project a TO of
N166.57bn, based on a growth rate of
14.51% over the previous year. We
project EBITDA of N42.51bn based on
EBITDA margin of 25.52% and a PAT of
N28.26bn based on a PAT Margin of
16.97%. We used 7.56bn Ordinary
Shares that we expect to be in issue as at
December 2009. The Forward Earnings
Per Share (FEPS) generates N3.74. We
estimated Dividend Per Share (DPS) of
N3.36 based on a dividend payout of
90%. We note that the company already
paid an interim dividend of N1.30; we
therefore expect a final dividend of N2.44
to end the year. Applying Enterprise
Value EV/EBITDA multiple of 8.62x, a
P/E multiple of 14.50x, we arrived at
N48.42 per share using EV/EBITDA
multiple and N54.19 per share price using
earnings multiple. Applying a weight of
55% on N48.42 and 45% on N54.19, we
arrived at N51.02 which is our fair value.
The forward earnings yield and dividend
yield based on our fair value generate
7.33% and 6.59% respectively. We
therefore maintain our HOLD on the
share price of NB at the current market
price.

Business Description
——

NB’s principal activities are
brewing, marketing and selling of
lager, stout, non-alcoholic malt
drinks and soft drinks.

its Turnover (TO) grew by 16.23% to N118.99bn, compared
with N102.36bn in the corresponding period of 2008. Despite
the harsh operating environment, the management of the
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Year End December company improved on its efficiency in the area of cost
No of Ordinary Shares 7,562,562,340 management leading to a growth of 23.9% in the operating
Capitalisation (M) 402,706,444,605 profit to N31.74bn from N25.62bn in 2008. Consequently, the

operating profit margin improved to 26.68% from 25.03% in

% of Market Capitalisation 8.19
2008. However, the company became a net-taker of funds

52-Week High(x) 60.70 from the money market during the period resulting in net
52-Week Low (d) 28.72 financing expense of N146.12mn from a net financing income
YTD Return (%) 29.20 of N425.70mn in Q3 2008. The pressure from the interest
52-Week Avg. Trade 2,426,259 expenses reduced the growth in PBT to 21.3% to N31.60bn
Beta Value 1.18 from N26.05bn in 2008. Profit Before Tax (PBT) increased by
Current EPS () 3.88 21.31% between 2008 and 2009 to N31.60bn from N26.05bn
Current PE(x) 13.61 in the corresponding period of 2008.

The tax provision also increased by 22.93% between 2008 and 2009 to N10.25bn from N8.33bn, bringing the Profit After Tax (PAT) to
N21.35bn as against N17.71bn in 2008, representing an increase of 20.54%. The company’s profit margins shows a marginal increase in the
PBT margin in Q3, 2009 over Q3, 2008 and over the FY December, 2008 figure. The PBT margin increased marginally to 26.56% in Q3, 2009
from 25.44% as at Q3, 2008, and up from 25.79% as at the end of the financial year in December, 2008. This shows that the company'’s total
costs as a percentage of TO stood at 73.44%, slightly lower than 74.56% recorded in the corresponding period of 2008. PAT Margin currently
stands at 17.94%, up marginally from 17.30% in the corresponding period of 2008 and up marginally from 17.67% as at FY 2008. The result
also indicated that the percentage of the TO, PBT, and PAT in the Q3, 2009 to the Full Year Audited TO, PBT and PAT for the period ended
December, 2008 are: 81.79%, 84.21% and 83.07%, respectively. We expect NB to make good sales in Q4, 2009 as a result of the festive
season.

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 6.72% to N67.83bn from N63.56bn in
FY 2008. While the net assets increased by 24.02% to N39.79bn from N32.23bn as at FY 2008. The payment of dividends (both interim for
2008 and 2009 and final for 2008) was majorly responsible for the huge drop of 83.72% in cash and bank balances from N15.61bn in FY 2008
to N2.54bn in Q3 2009. In order to bridge the cash requirement, the company became a net-taker of funds in the money market as against the
previous net placer of fund in the market. The short-term borrowing stood at N6.14bn as at Q3, 2009. NB'’s working capital improved from a
negative of N14.15bn to N11.05bn in Q3 2009. The management of NB however needs to put in place strategies to reduce the trade debtors
which increased by 267.08% to N5.91bn from N1.61bn in order to improve its cash position. The net assets increased to N39.97bn in Q3 2009
from N32.23bn in FY, 2008.

Our analysis of the operating environment shows that the demand for brewery products remain strong in spite of economic downturn and
decline in consumer purchasing power. Available data shows that the brewery industry recorded a turnover growth of 25% in 2009. However,
the industry is bewildered with high production cost, putting pressure on margin due to high cost of inputs, increase in packaging costs and
power outages and cost of alternative energy sources. The industry is highly vulnerable to consumer income and spending, infrastructure
deficits, political instability and exchange rate volatility. The industry, like other manufacturing business in Nigeria, is riddled with multiple
taxation thus limiting its contribution to the GDP, notwithstanding the huge market potential within the country and in the neighboring countries.
Governments at both federal and state levels continue to legislate or demand various forms of taxes, levies and financial supports, which
increase the costs of doing businesses in Nigeria. The contribution of the manufacturing sector to the Gross Domestic Product (GDP) as at
September 2009 is 3.49%. This is considered too low for a country that has a huge consumption power like Nigeria having an estimated market
size of 150million growing at 2.3% per annum. There is also a young and growing population of about 40% below 25 years. This is also in
addition to the increasing export opportunities in neighboring countries. We expect increased revenue from pre-election spending and political
rallies ahead of 2010 election.

NB has N150mn equity investment in Progress Trust (CPFA) Limited incorporated in Nigeria. Progress Trust (CPFA) Ltd is licensed and
regulated by the National Pension Commission to conduct the business of a closed pension fund administrator. Progress Trust also manages
the gratuity of fund of employees of NB Plc. The financial statements of Progress Trust (CPFA) Ltd was not consolidated with that of the NB, as
the Company does not have the power to govem the financial and operating polices of Progress Trust so as to obtain benefits from its activities.
NB's business product line includes the following: Star, Gulder, Heineken, Maltina, Amstel Malta, Legend Stout and Fayrouz.
The outstanding shares of NB stood at about 7.5bn out of which 4.1bn is owned by Heineken N.V group this represents about 54.1% of the
shares while the remaining 45.9% is held by other Nigerians and institutions. The company has technical alliance with the following companies:
Heineken International B.V., Heineken Supply Chain B.V., Heineken Brouwerijen B. V., Amstel Brouwerijen B.V., Premier Beverages
International B.V., and Fayrouz Manufacturing and Technology Centre GMBH.
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TO PBT PAT PAT Margin (%)  ROE (%) EPS*
145,462 37,519 25,701 17.69 79.74 3.88
89,148 18,806 18,992 15.19 42.95 8.51

Q3 2009 Q3 2008 2 K FY 2008 FY 2007 2%

118,975 102,363 16.23 145,462 111,748 30.17
31,595 26,045 21.31 37,519 27,876 34.59
21,349 17,711 20.54 25,701 18,943 35.67
26.56 25.44 1.11 25.79 24.95 0.85
17.94 17.30 0.64 17.69 16.95 0.72
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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.



