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UPDATE Growing Stronger in HY1, 2016
July 28, 2016 1.0 HY1 2016 Performance Analysis:
Table 1 BUY United Capital Plc improved both its top and bottom line performance in HY1, June
able 1:
2016, despite the challenges facing the domestic operating environment. The company’s
Current Price 240 , _ , ,
- Gross Earnings (GE) increased by 32.90% to N3.66bn in HY1 2016, compared with N2.75bn
Fair Value 2.87 _ . . . . .
- recorded in the corresponding period of 2015. The improvement in the GE can be majorly
Price Target 2.87 _ _ o . . _
- , attributed to the increase in income generated from the company’s investment income. This
Horizon Nine Months

category grew by 27.57% to N1.72bn in 2016 from N1.35bn in 2015 and contributed 47.08%
to GE in HY1 2016. Fees and commission income grew by 19.93% to N980.28mn in HY1
2016, from N817.40mn in HY1 2015 and contributed 26.82% to revenue in 2016. Net interest

The company’s GE increased by margin income from managed funds grew by 101.99% to N695.27mn and contributed 19.02%

32.90% to N3.66bn in Q2 2016,
compared with N2.75bn recorded to revenue. The total operating expenses (depreciation & amortization, personnel expenses,

in the corresponding period of auditors remuneration, directors emoluments, and other expenses) decreased by 4.84% to
2015.
019 N1.07bn. The cost-to-income ratio decreased to 31.49% in HY1 2016 from 44.33% in HY1
2015.

The other operating income increased by 7.65% to N244.80mn in HY1 2016 from N227.40mn
PAT rose to N2.07bn (without in HY1 2015. The PBT grew to N2.58bn in HY1 2016, an increase of 43.99% from N1.79mn,
Extraordinary Item) from N1.41bn recorded in the corresponding period of 2015. The tax provision also increased by 34.40% to
in the corresponding period of ~ N516.27mn from N384.11mn. This resulted in a PAT of N2.07bn in HY1 2016 from N1.41bn in
52'165(,);presentmg an increase of the corresponding period of 2015, representing an increase of 46.60%. The company also
generated extraordinary income of N1.53bn from the sale of its investments in an associate

company. This led to a PAT to N3.59bn in HY1 2016. The company’s profit margins improved

Table 2: Financial Performance (N’bn) in HY1 2016 compared with HY1 2015. United Capital’s profit increased, as a result of
HY,2016 | HY,2015 | Change | the huge assets the company has under management. Also, the company was able to
TIO 3.66 2.75 32.90% | lower its operational expenses.

EBIT 2.34 1.42 64.85%
PRT 258 179 13.99% The company’s total assets increased to N162.97bn in HY1 2016, from N144.11bn
recorded in FY 2015. The company plans to steadily increase its productivity, revenue and

PAT 2.07 1.41 46.60% o . , .

profitability by FY 2016. The growth in loans and receivables which increased by 87.10% to

PAT* 3.59 1.41 154.85%

N58.48bn over the prior year were mainly responsible for the increase in the company’s

EM* | 63.92% | 51.53% | 12.39% | financial assets. The loans and receivables consist of bonds (N37.15bn), commercial paper

PM* 56.49% 51.22% 5.28% (N12.91bn) and loans to customers (N8.42bn). The increasing yield in the fixed income

“ENF EBIT Margin: PM": PAT Margin PAT* market could have an adverse effect on the mark-to-market position of the company’s

Including Extraordinary income of N1.53bn bond portfolio. United Capital's bond portfolio accounts for 64.04% of loans and other

receivable, which currently stands at N37.15bn. These bonds constitute of both corporate and
state government bonds.
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The cash profit generated from United Capital’s operating activities was N23.79bn in
HY1 2016 lower than N47.44bn in FY 2015. We also noted that a considerable part of the

We estimate a DPS of N0.48 in company’s cash flow is channelled towards its investment in loans and receivables in order to

2016. generate income.

We estimate a PAT of N4.38bn for FY December 2016. This will generate an Earning Per
Share (EPS) of N0.73 and a final Dividend Per Share (DPS) of N0.48 based on a dividend
pay-out of 65.79%.

Looking at the performance in HY1 2016, we maintain our BUY rating on the stock of

United Capital Plc at the current price of N2.40 per share as at 27 July 2016.
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Table 3: Quarterly Result Highlights (N'bn)

Q2 2016 Q12015 Q4 2015 Q3 2015 Q2 2015
Turnover 1.80 1.86 2.07 1.34 1.44
PBT 1.16 1.42 0.87 0.60 0.90
PAT 2.45 1.14 0.66 0.50 0.70
Source: Company Annual Account and FSDH Analysis
Table 4: Income Forecast 2015 - 2020
Profit and Loss =N='bn DecA-15 Dec-16 Dec-17 Dec-18 Dec-19 Dec-20
Gross Earnings 6.15 7.02 7.76 8.05 8.36 8.51
Investment Income 3.07 473 4.82 492 5.02 5.07
Fee and Commission Income 1.61 1.77 1.77 1.86 1.96 2.05
Other Income 0.66 0.40 0.44 0.46 0.48 0.48
Interest Income on managed funds 4.68 5.78 5.84 5.90 5.96 5.99
Interest expense on managed funds (3.87) (5.18) (5.03) (5.00) (4.96) (5.00)
Net Interest Income 0.81 0.60 0.81 0.90 1.00 0.99
Total Income 6.15 7.02 7.76 8.05 8.36 8.51
Total Operating Expenses Less Depreciation 3.17 3.33 3.88 411 4.35 4.68
Group's Share of Associate Result 0.35 - - - - -
Depreciation and Amortisation 0.06 0.09 0.10 0.11 0.12 0.13
Total Operating Expenses 3.24 3.42 3.98 422 4.46 4.80
PBT 3.26 3.60 3.78 3.84 3.90 3.70
Tax 0.69 0.74 0.78 0.79 0.81 0.77
PAT 2.57 4.38* 3.00 3.05 3.09 2.94
PBT Margin 53.04% 51.24% 48.68% 47.65% 46.62% 43.54%
PAT Margin 41.77% 62.39% 38.62% 37.81% 36.99% 34.55%
Total Expenses to Gross Earnings 52.62% 48.76% 51.32% 52.35% 53.38% 56.46%
Cost to Income Ratio 52.62% 48.76% 51.32% 52.35% 53.38% 56.46%
EPS(N) 0.43 0.73 0.50 0.51 0.52 0.49
DPS(N) 0.35 0.48 0.33 0.33 0.34 0.32
Dividend Pay-out 81.70% 65.79% 65.79% 65.79% 65.79% 65.79%
Earnings Yield* 32.70% 25.45% 17.40% 17.69% 17.97% 17.08%
Dividend Yield* 26.72% 16.74% 11.45% 11.64% 11.82% 11.24%
P/E Ratio 3.06 3.93 5.75 5.65 5.56 5.86
Number of Shares (‘bn) 6.00 6.00 6.00 6.00 6.00 6.00
*At our fair value of N2.87. **Including Extra-ordinary Item of N1.53bn Source: FSDH Research Analysis

www.fsdhgroup.com




Equity Research Report
United Capital Plc
FSDH Merchant Bank

For enquiries please contact us at our offices:

Lagos Office: (5th-8th floors) UAC House, 1/5 Odunlami Street, P.M.B 12913 Lagos.
Tel: 234-1-2702881-2.

Port Harcourt Office: Mainstreet Bank Building, (2nd floor), 5 Trans Amadi Road,
Port Harcourt. Tel: 234-802 408 1331.

Abuja Office: Leadway House (1st Floor), Plot 1061 Herbert Macaulay,
Central Business District, Abuja-Nigeria. Tel: 234-9-2918821

Website: www.fsdhgroup.com Email: research@fsdhgroup.com

Our Reports and Prices are also Available on Bloomberg {FSDH<GO>}

Disclaimer Policy

This publication is produced by FSDH Merchant Bank Limited 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 Merchant Bank Limited 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 Merchant Bank Limited for actions taken
as a result of Information provided in this publication.
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