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Bullish EIA Inventory Report Pushes Oil Prices Higher

Crude oil price rallied further last week after the EIA reported a

crude oil inventory draw of 4.7 million barrels for the week to August

21. At 507.8 million barrels, oil inventories are 15 percent above the

five-year average for this time of the year. Last week’s draw compares

with a 1.6-million-barrel decline in inventories for the previous week.

Analysts had expected an inventory draw of 3.833 million barrels for

the week to August 21. The American Petroleum Institute yesterday

estimated crude oil inventories had shed 4.524 million barrels in the

reported period. The hurricane threat has been, as usual, bullish for

oil prices but the rally it sparked has been hesitant, with prices

reversing their rise just a few hours after it started. This suggest the

downward risks related to growing production, the continuing fast

spread of coronavirus infections in some key markets, and sluggish

demand recovery remain quite significant and capable of offsetting

the effects of bullish events.

Source: Bloomberg, MSCI, MBC Research 

U.S. Jobless Rate Set to Return to Single Digits

America’s labor market probably extended its rebound in August to

push the unemployment rate below 10% for the first time since the

pandemic struck. Employers probably added 1.4 million workers to

payrolls last month, not far from July’s result of 1.76 million,

according to a Bloomberg survey ahead of Friday’s Labor

Department report, which covers the period through mid-August.

Economists see the jobless rate at 9.8%, almost triple its level before

the pandemic.
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Domestic Macro Indicators

Current Previous Change

GDP -6.10%      1.87% 797bsp

Inflation    12.82%   12.56%           26bsp

Unemployment 27.10%    23.10%        400bsp

MPR   12.50%    13.50% 100bsp

Exchange Rate ($)  N360.00  N360.00 N0 

Foreign Reserve     $35.62bn $35.61bn        $ 1mn

Source: CBN, MBC Research 

Inflation Rising Streak (Y/Y)

Source: NBS, MBC Research 

Foreign capital flows into Nigeria tumble by $4.56bn

Foreign capital inflows into Nigeria fell by $4.46bn to $1.29bn in the

second quarter of this year from $5.85bn in Q1, the National Bureau

of Statistics said on Friday. The NBS, in its capital importation report

for Q2 2020, said the total value of capital importation into the

country in the period represented a decrease of 77.88 per cent,

compared to Q1 2020 and 78.60 per cent in Q2 2019. It said foreign

direct investment, which accounted for 11.47 per cent of the total

capital imported into the country, fell by 30.65 per cent to $148.59m

from $214.25m in Q1 2020. According to the report, portfolio

investment, which accounted for 29.76 per cent, plunged by 91.06 per

cent to $385.32m from $4.31bn in Q1.
Naira gains, exchanges for N470/$

The naira gained slightly on Friday, exchanging for N470/$ in the

parallel market in the evening, after selling at N476/$ in the morning.

This followed the Central Bank of Nigeria’s announcement on

Thursday to resume forex sales to the Bureau De Change segment of

the market from September 07.
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Effects of  Covid-19 on the Equities Market

The Covid-19 pandemic is expected to adversely impact the domestic

economy, as the country remains highly susceptible to shocks from

the international oil market, and the self-induced slowdown put in

place to curb the spread of the virus is expected to deter growth.

Consequently, we project that the GDP of Nigeria will contract by

1.45 percent by year end, in a moderate scenario where oil price

averages $30 a barrel and the proposed N2.3 trillion stimulus

response is swiftly implemented by the third quarter.

The sectoral performance in 2020 will be majorly impacted by the

Covid-19 induced economic slowdown and the decline in oil receipts.

Accordingly, companies operating in sectors that are exposed to oil;

those heavily dependent on FX; those who are suppliers of non-

essential goods; and those who are providers of services that can not

be delivered digitally, will be the most hit. However, the contraction

of some of these sectors will be cushioned by the stimulus plan of

the FG. On the other hand, sectors incubated from the headwinds

that derive from the international oil market; those with an

established and digitalized medium of providing services; those

uniquely positioned to benefit off the movement restrictions; and

those recognized as viable options for economic diversification, will

record growth and weather the headwinds.

Consequently, sectors in the equity market will be affected differently

by the economic slowdown. The financial services industry is

expected to growth, albeit subdued, supported by the performance of

the insurance sector, as we witnessed in 2016, and by the

performance of highly digitized and diversified banks. The ICT

industry is also expected to sustain their profitability, buoyed by the

performance of telecommunications and broadcasting subsectors, as

they leverage on the relevance of the services they provide to people

who work from home or are compelled to stay indoors. Similarly, the

agricultural industry is expected to experience growth this year,

benefitting from increased investors’ sentiment and several

government intervention facilities, as we witnesses during the 2016

recession. The consumer goods industry is expected to perform

poorly, hampered by the weakened purchasing power of individuals,

and by stiff competition. The industrial space is exposed to the

adverse impacts of movement restrictions, hence, should contract.

Also, Conglomerates are expected to perform poorly, as most

business lines are in the consumer goods and industrial sector. Lastly,

the Oil and Gas industry will be severely impacted, as we are also

faced with an international oil market crises.
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The Nigerian Stock Exchange closed bullish last week as the ASI

advanced by 0.35% week-on-week to close at 25,309.37 points, while

year-to-date returns closed at -5.71%.

Market activity increased as aggregate volume went up by 12.84%

while value declined by 27.06%. Investors traded a total of 1.072

billion units of shares valued at N7.384 billion in 16,684 deals.

The Financial Services industry (measured by volume) led the activity

chart with 586.761 million shares valued at N4.022 billion traded in

8,483 deals. The Conglomerates industry followed with 307.744

million shares worth N799.159 million in 1,010 deals.

Sectors performance was broadly bullish as Insurance (2.80%),

Consumer Goods (1.12%) and Industrial (0.64%) indices advanced,

while Banking (-0.23%) index declined. However, Oil and Gas index

closed flat.

Outlook for the Week: The equities market was able to shrug

off the poor GDP second quarter growth numbers released last

week, but the bullish run should come to a halt this week, as

profit takers are expected to claw back on gains recorded in the

last six weeks of successive stock appreciation. However, the

release of remarkable results by the outstanding 4 tier one

heavyweights bank could bring some upbeat mood to the

market this week.

Technical Indicator

Top 5 Gainers for the Week 

(W/W)

University Press Plc. 31.45%

FTN Cocoa Plc. 20.00%

Champion Brew. Plc. 19.23%

NEM Plc. 14.97%

PZ Plc. 9.09%

Source: NSE, MBC Research 

Top 5 Losers for the Week 

(W/W)

Beta Glass Plc. -9.99%

Arbico Plc. -9.52%

C&I Leasing Plc. -9.09%

Consolidated Insur. Plc. -8.11%

Cutix Plc. -7.89%

Source: NSE, MBC Research 
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STOCK RECOMMENDATIONS 

FOR THE WEEK

Stock Recommendations for the week ending 4th  of  

September 2020
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Ticker

Last 

Close

(N)

52 

Week 

Low

(N)

52 

Week 

High

(N)

Exit 

Price

Upside/

Downside 

Potential

Reco

mmen

dation

MTNN 117.80 90.00 145.00 160.00 36% BUY

UNILEVER 15.00 9.90 29.50 11.00 -27% SELL

NB 37.00 22.00 59.75 32.00 -14% SELL

DANG-

SUGAR

12.50 8.50 16.60 20.50 64% BUY

UCAP 3.10 1.90 3.80 4.50 45% BUY

FLOUR-

MILL

18.80 13.00 24.00 23.00 22% BUY

OKOMU-

OIL

79.00 40.15 80.00 89.00 13% HOLD

PRESCO 49.00 34.60 57.05 75.42 54% BUY

FCMB 2.15 1.41 2.20 2.50 16% BUY

NESTLE 1,175 764.90 1,469 1,400 19% HOLD

FBNH 4.95 3.60 7.85 9.00 82% BUY

WAPCO 11.55 8.95 17.60 25.00 116% BUY

INVESTMENT RATING

When the expected

return over the next

twelve months is

estimated to be 20%

or more. Investors are

thus advised to take

position at the

prevailing rate.

Investors are advised

to remain neutral as

the expected total

returns over the next

twelve months is

estimated to be below

20%.

BUY

HOLD

SELL

The stock trades at a

premium to its

intrinsic value and is

thus expected to lose

up to 5% or more of

its market value.

Investors are thus

advised to exit the

market at the

prevailing rate.
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WEEK 

Stock picks for the week ending 4th  of  Sep. 2020

Ticker

Current 

Price

(N)

52 

Week 

Low

(N)

52 

Week 

High

(N)

Exit 

Price

Upside

Potential

MTNN 117.80 90.00 145.00 160.00 36%

1. MTN NIGERIA PLC

RECOMMENDATION - BUY

Comments

MTNN’s HY’2020 results showed an increase in revenue by 12.54%

from N566.99 bn in HY’2019 to N638.08 bn in HY’2020. Operating

profit advanced from N189.40 bn in HY’2019 to N204.54 bn in

HY’2020, reflecting an increase of 7.99%. The growth in operating

profit was buoyed by a 20.28% and 20.67% decline in roaming costs

and advertisement, sponsorship and sales promotion, respectively.

However, there were increments in numerous expenditure line items

which subdued operating profit growth, notably; direct network and

technology operating costs and cost of handset and other accessories,

both increased by 23.67% and 68.65%, respectively. PBT fell by

1.99% from N142.40 bn in HY’2019 to N139.57 bn in the current

period, due to a 27.66% decrease in finance income and a 26.22% rise

in finance cost. PAT fell by 4.68% from N99.54 bn in HY’2019 to

N94.88 bn in HY’2020, due to a 4.26% surge in taxes. EPS dipped by

4.70% to N4.66 in HY’2020 from N4.89 in HY’2019. Following the

15.09% growth seen in the ICT sector in Q2, we maintain our 12

percent growth forecast for 2020, as the services provided have

received increased traction due to the lockdown orders effected to

tackle the pandemic. MTNN is the largest firm in the ICT sector and

will be the major sponsor of the growth. The lockdown imposed to

curb the spread of the COVID-19 pandemic continues to give

support to the company’s top-line, as the revenue from data and voice

calls is expected to increase by over 50 percent this year. Accordingly,

we expect to witness growth in the bottom-line of the company, as

the profit after tax is expected to climb past N220 billion, while the

earnings per share should move past N11.00 by year’s end.

MTNN: Market Information

Current Price N117.80

Previous Close N117.80

Opening Price N117.80

Day's Range N117.80 – N117.80

% Change 0.00%

Shares 

Outstanding 20,354,513,050

Market Cap. N2,397,761,637,290

YTD 12.19%

BVPS N6.85

P/BV 17.21x

P/E Ratio 12.64x

52 Week Low N90.00

52 Week High N145.00

5 Year Low n/a

5 Year High n/a

Source: Bloomberg, MBC Research

Source: NSE, MBC Research

n/a n/a n/a n/a n/a

7.92
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MTNN Plc - FY Dividend History (N)
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UNILEVER: Market Information

Current Price N15.00

Previous Close N15.00

Opening Price N15.00

Day's Range N15.00 – N15.00 

% Change 0.00%

Shares 

Outstanding 5,745,005,417 

Market Cap. N86,175,081,255.00

YTD -31.82% 

BVPS N11.49

P/BV 1.31x

P/E Ratio n/a

52 Week Low N9.90

52 Week High N29.50

5 Year Low N10.00

5 Year High N62.20

Source: Bloomberg, MBC Research

Source: NSE, MBC Research
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Unilever Plc - FY Dividend History (N)

Ticker

Current 

Price

(N)

52 

Week 

Low

(N)

52 

Week 

High

(N)

Exit 

Price

Upside

Potential

UNILEVER 15.00 9.90 29.50 11.00 -27%

2. UNILEVER PLC

RECOMMENDATION - SELL

Comments on Last Financials

Unilever Nigeria Plc. HY’2020 results showed that revenue declined

by 35.91% from N42.66 bn in HY’2019 to N27.34 bn in the current

period. This decline was due to the slowdown witnessed in both their

food products and home/personal care revenue sources, as their

performance was hampered by the weakened purchasing power of

consumers in the economy. Similarly, gross profit fell by 45.74% to

N6.16 bn in HY’2020 from N11.35 bn in HY’2019, despite a 32.35%

decline in cost of sales. The firm recorded a decline of 136.62% in

operating profit from N3.85 bn in HY’2019 to -N1.41 bn in the

current period, and this was majorly driven by a 196.80% increase in

impairment loss. Profit before tax declined by 112.07% to -N566.80

mn in the current period from N4.70 bn in HY’2019, due a 29.33%

decline in finance income. Consequently, profit after tax fell by

114.77% from N3.52 bn in HY’2019 to -N519.11 mn in the current

period. The firm recorded an 114.75% decline in earnings per share

from N0.61 in HY’2019 to -N0.09 in the current period.

Unilever Nigeria is currently experiencing the negative effects of the

lull in business activities in February and March due to movement

restrictions across the country. The fall in the purchasing power of

individuals also contributed to the company’s falling topline, as their

Food Products and Home & Personal Care revenue segments

declined by 29% and 43%, respectively. Following the 8.78% Q2

contraction seen in the manufacturing industry, the outlook for the

entire sector remains grim, with a full year growth forecast of 5.10%.

Unilever remains unshielded from the slowdown in the sector and the

entire economy; hence, we maintain a negative outlook for the firm.
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NB: Market Information

Current Price N37.00

Previous Close N3700

Opening Price N37.00

Day's Range N37.00 – N37.00

% Change 0.00%

Shares 

Outstanding 7,996,902,051

Market Cap. N295,885,375,887

YTD -37.29%

BVPS N21.67

P/BV 1.84x

P/E Ratio 25.06x

52 Week Low N22.00

52 Week High N59.75

5 Year Low N22.00

5 Year High N191.00

Source: Bloomberg, MBC Research

Source: NSE, MBC Research
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Current 

Price

(N)

52 

Week 

Low

(N)

52 

Week 

High

(N)

Exit 

Price

Upside

Potential

NB 37.00 22.00 59.75 32.00 -14%

3. NB PLC

RECOMMENDATION - SELL

Comments on Last Financials

NB Plc. Q1’2020 results showed that revenue fell by 0.09% from

N83.28 bn in Q1’2019 to N83.20 bn in Q1’2020. Gross profit went

down by 0.53% to N34.87 bn in Q1’2020 from N35.05 bn in

Q1’2019. The fall in gross profit was driven by the decline in revenue

and by a 0.23% hike in cost of sales. Operating profit declined by

22.36% from N14.06 bn in Q1’2019 to N10.92 bn in Q1’2020, due to

a 16.09% and 13.54% increase in administrative expenses and

marketing and distribution expenses, respectively. PBT fell by 27.77%

to N8.28 bn in Q1’2020 from N11.46 bn in Q1’2019, on the back of

a 15.78% decline in finance income. PAT declined by 31.40% from

N8.03 bn in Q1’2019 to N5.51 bn in Q1’2020. EPS fell by 31.00%,

from N1.00 in Q1’2019 to N0.69 in Q1’2020.

The Breweries subsector is in an even more dire situation than the

consumer goods industry, blame intense competition and heightened

production costs due to increased tariffs. Consequently, the outlook

for NB will mirror the performance of the subsector, exacerbated by

the impact of the reduced purchasing power on the consumer goods

industry.
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Dangsugar: Market Information

Current Price N12.50

Previous Close N12.50

Opening Price N12.50

Day's Range N12.50 – N12.50

% Change 0.00%

Shares 

Outstanding 12,000,000,000

Market Cap. N150,000,000,000.00

YTD -8.09%

BVPS N9.98

P/BV 1.25x

P/E Ratio 6.44x

52 Week Low N8.50

52 Week High N16.60

5 Year Low N5.25

5 Year High N22.50

Source: Bloomberg, MBC Research

Source: NSE, MBC Research
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Ticker

Current 

Price

(N)

52 

Week 

Low

(N)

52 

Week 

High

(N)

Exit 

Price

Upside

Potential

DANGSUGAR 12.50 8.50 16.60 20.50 64%

4. DANGSUGAR PLC

RECOMMENDATION - BUY

Comments on Last Financials

Dangote Sugar Plc. HY’2020 results showed that revenue grew by

28.46% from N80.36 bn in HY’2019 to N103.23 bn in HY’2020.

However, gross profit went down by 1.38% to N20.82 bn in HY’2020

from N21.12 bn in HY’2019. The decline in gross profit was driven

by a 39.09% hike in cost of sales. Profit from operations advanced by

0.68% from N17.28 bn in HY’2019 to N17.40 bn in HY’2020, due to

a 434.33% increase in other income and a 15.93% decline in selling

and distribution expenses. Profit before tax inched up marginally by

0.07% to N17.05 bn in HY’2020 from N17.03 bn in HY’2019. Profit

after tax grew by 5.51% from N10.98 bn in HY’2019 to N11.58 bn in

HY’2020, on the back of a 9.79% decline in income tax expenses.

Consequently, earnings per share rose by 5.43%, from N0.92 in

HY’2019 to N0.97 in HY’2020. Dangote Sugar has a BVPS of N9.98,

P/BV of 1.25x and P/E ratio of 6.44x.

Dangote Sugar has managed to shield itself from the slowdown

witnessed in the consumer goods industry, owing to the increased sale

of sugar and related products before and even during the lockdown.

We saw their revenue from the retail and industrial sale of sugar

increase by 30 percent and 69 percent, respectively in the first half of

the year, hence supporting a bottom-line growth. While the

manufacturing industry in general is projected to contract by 5.10% in

2020, following the 8.78% contraction in Q2, it has been observed

that the demand for sugar has remained high, hence, allowing

Dangote Sugar grow their revenue by maneuvering around the

distribution limitations during the lockdown. Hence, we expect their

2020 PAT to move past N23.00 billion, taking the EPS above N2.00.
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UCAP: Market Information

Current Price N3.10

Previous Close N3.05

Opening Price N3.05

Day's Range N3.05 – N3.10

% Change 1.64%

Shares 

Outstanding 6,000,000,000

Market Cap. N18,600,000,000

YTD 50.49%

BVPS N3.02

P/BV 1.03x

P/E Ratio 4.84x

52 Week Low N1.90

52 Week High N3.80

5 Year Low N1.14

5 Year High N4.34

Source: Bloomberg, MBC Research

Source: NSE, MBC Research
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UCAP 3.10 1.90 3.80 4.50 45%

5. UCAP PLC

RECOMMENDATION - BUY

Comments

United Capital’s result for HY’2020 showed that gross earnings

increased by 37.26% from N3.24 bn in HY’2019 to N4.45 bn in

HY’2020. Net operating income rose by 45.40% from N2.82 bn in

HY’2019 to N4.10 bn in HY’2020, due to a 347.65%, 85.03% and

77.15% increase in net interest margin, net trading income and fees

and commission income, respectively. Profit before tax rose by

14.10% from N1.99 bn in HY’2019 to N2.27 bn in the current

period, despite the surge in key expenditure line items, such as the

personnel expenses which rose by 7.86%, and the other operating

expense which increased by 87.73%. Profit after tax increased by

15.98% to N1.91 bn in the current period from N1.65 bn in

HY’2019. Consequently, Earnings per share went up by 14.29% from

N0.28 in HY’2019 to N0.32 in the current period. UCAP has a BVPS

of N3.02, P/BV of 1.03x and P/E ratio of 4.84x

The financial services sector grew by 28.41% in Q2, and is projected

to grow by 20.50 percent this year, supported by the performance of

highly digitized firms such as United Capital. The company has been

able to digitize their products, with various online and mobile

platforms for service delivery. This in turn serves them, as the Covid

induced restrictions on movement has minimally disrupted some

aspects of their business. Hence, we should see the PAT climb above

N5.4 billion, while the EPS is projected above N0.90.
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FLOURMILL 18.80 13.00 24.00 23.00 22%

6. FLOURMILL PLC

RECOMMENDATION - BUY

Comments

Flourmill Plc. Q1’2021 results for the period ended June 2020 showed

that revenue grew by 14.72% from N134.75 bn in Q1’2020 to

N154.58 bn in Q1’2021. Similarly, gross profit went up by 55.10% to

N25.55 bn in Q1’2021 from N16.47 bn in Q1’2020. The growth in

gross profit was driven by the rise in revenue. Profit from operations

advanced by 11.08% from N9.89 bn in Q1’2020 to N10.99 bn in

Q1’2021, supported by a 1.77% decline in selling and distribution

expenses, but subdued by a 6.01% and 9.26% increase in

administrative expenses and impairment loss, respectively. Profit

before tax inched up by 17.33% to N6.46 bn in Q1’2021 from N5.50

bn in Q1’2020, on the back of a 102.56% rise in investment income.

Profit after tax grew by 17.33% from N4.24 bn in Q1’2020 to N4.97

bn in Q1’2021. Consequently, earnings per share rose by 3.88%, from

N1.03 in Q1’2020 to N1.07 in Q1’2021. Flourmill has a BVPS of

N39.21, P/BV of 0.48x and P/E ratio of 4.39x.

Flourmill has proven to be immune to the negative impacts of the

pandemic, as the company’s strong product offerings in the value

segments, the benefits from the border closure, and their cost

optimization strategies, helped offset the impact of the weakening

consumer spending in the economy, disruptions to the supply chain

and the existing currency risks in their export segment. Accordingly,

their Food, Agro Allied and Sugar revenue segments grew by 12%,

29% and 12%, respectively, as the company continues to deepen their

market share amidst competing brands. Hence, we expect their 2021

PAT to move past N20.00 billion, taking the EPS above N3.00.

Flourmill: Market Information

Current Price N18.80

Previous Close N18.80

Opening Price N18.80

Day's Range N18.80 – N18.80

% Change 0.00%

Shares 

Outstanding 4,100,379,605

Market Cap. N77,087,136,574.00

YTD -4.57%

BVPS N39.21

P/BV 0.48x

P/E Ratio 4.39x

52 Week Low N13.00

52 Week High N24.00

5 Year Low N13.00

5 Year High N38.00

Source: Bloomberg, MBC Research

Source: NSE, MBC Research

Flourmill Plc - FY Dividend History (N)
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OKOMU: Market Information

Current Price N79.00

Previous Close N79.00

Opening Price N79.00

Day's Range N79.00 – N79.00

% Change 0.00%

Shares 

Outstanding 953,910,000

Market Cap. N75,358,890,000.00

YTD 42.09%

BVPS N32.79

P/BV 2.41x

P/E Ratio 9.40x

52 Week Low N40.15

52 Week High N80.00

5 Year Low N19.60

5 Year High N94.20

Source: Bloomberg, MBC Research

Source: NSE, MBC Research
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OKOMUOIL 79.00 40.15 80.00 89.00 13%

7. OKOMU OIL PLC

RECOMMENDATION - HOLD

Comments

Okomu Oil Palm Plc. HY’2020 results showed that revenue grew by

57.92% from N8.57 bn in HY’2019 to N13.53 bn in the current

period. Similarly, gross profit went up by 81.03% to N12.44 bn in

HY’2020 from N6.87 bn in HY’2019. The growth in gross profit was

driven in part by the growth in revenue, and by a 35.98% decline in

cost of sales. Profit before tax grew by 94.15% to N5.51 bn in the

current period from N2.84 bn in HY’2019. Profit after tax rose by

64.29% from N2.44 bn in HY’2019 to N4.01 bn in the current

period. Earnings per share increased by 58.49% from N2.65 in

HY’2019 to N4.20 in the current period. Okomu has a BVPS of

N32.79, P/BV of 2.41x and P/E ratio of 9.40x.

The agricultural sector grew by 1.58 percent in Q2 and is projected to

grow by 4.20 percent by full year, as the economic slowdown will shift

attention to the sector as an alternative to oil investment, similar to

what was witnessed in 2016. The structural vulnerabilities that derive

from our reliance on crude oil has caused attention to be pivoted

from crude oil and to other revenue generating sources in our

economy, and Okomu is receiving increased attention in this regards.

Accordingly, we expect their PAT to cross N7 billion and their EPS to

soar past N7.
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Presco: Market Information

Current Price N49.00

Previous Close N49.00

Opening Price N49.00

Day's Range N49.00 – N49.00

% Change 0.00%

Shares 

Outstanding 1,000,000,000

Market Cap. N49,000,000,000.00

YTD 3.16%

BVPS N32.28

P/BV 1.52x

P/E Ratio 5.58x

52 Week Low N34.60

52 Week High N57.05

5 Year Low N30.50

5 Year High N75.60

Source: NSE, MBC Research
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PRESCO 49.00 34.60 57.05 75.42 54%

8. PRESCO PLC

RECOMMENDATION - BUY

Comments on Last Financials

Presco’s results for HY’2020 revealed that revenue increased by

29.35% from N10.41 bn in HY’2019 to N13.46 bn in the current

period. Similarly, gross profit went up by 32.10% to N9.04 bn in

HY’2020 from N6.85 bn in HY’2019, despite a 24.06% surge in cost

of sales. In the same vein, operating profit increased by 51.73% from

N4.35 bn in HY’2019 to N6.60 bn in the current period. The growth

recorded in the operating profit was supported by reductions in key

expenditure line items, such as; the administrative expenses and

selling and distribution expenses, which both declined by 21.01% and

18.00%, respectively. Profit before tax rose by 67.71% to N5.77 bn in

HY’2020 from N3.44 bn in HY’2019, supported by an 8.64% decline

in finance cost. Profit after tax advanced by 70.51% from N2.58 bn in

HY’2019 to N4.39 bn in HY’2020. Consequently, earnings per share

grew by 70.82%, from N2.57 in HY’2019 to N4.39 in HY’2020.

Presco has a BVPS of N32.28, P/BV of 1.52x and a P/E ratio of

5.58x.

Presco has been able to take advantage of greater government

support and increased investor sentiment to sustain their growth

through the recent economic crises. This was evidenced in their half

year results, which stood in line with our earlier projections. The 2020

growth outlook for the agricultural sector remains positive at 4.20

percent, buoyed by the performance of key public companies, such as

Presco, which are able to leverage the increased relevance of

agriculture, during times of economic hardship that have been

sponsored in part or in whole by crude oil shocks. Accordingly, see

the 2020 PAT crossing N7.00 bn, taking the EPS past N7.00.

Source: Bloomberg, MBC Research

Presco Plc - FY Dividend History (N)

1.00 1.00 

2.00 2.00 

-

2014 2015 2016 2017 2018 2019

mailto:enquiries@mbcgroup.com.ng


Stock picks for the week ending 4th  of  Sep. 2020

FCMB: Market Information

Current Price N2.15

Previous Close N2.10

Opening Price N2.10

Day's Range N2.05 – N2.15

% Change 2.38%

Shares 

Outstanding 19,802,710,754

Market Cap. N42,575,828,121.10

YTD 16.22%

BVPS N10.83

P/BV 0.20x

P/E Ratio 2.19x

52 Week Low N1.41

52 Week High N2.20

5 Year Low N0.71

5 Year High N3.49

Source: Bloomberg, MBC Research

Source: NSE, MBC Research
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FCMB 2.15 1.41 2.20 2.50 16%

9. FCMB PLC

RECOMMENDATION - BUY

Comments on Last Financials

The HY’2020 result of FCMB Plc showed that gross earnings rose by

9.35% to N98.18 bn in the current period from N89.79 bn in

HY’2019. Interest income advanced by 8.20% from N70.38 bn in

HY’2019 to N76.15 bn in the current period. Net interest income

increased by 17.40% to N45.38 bn in HY’2020 from N38.65 bn in

HY’2019. The increase in net interest income was driven by the rise in

interest income and by a 3.01% decline in interest expense. Profit

before tax increased by 25.58% from N8.82 bn recorded in HY’2019

to N11.07 bn in the current period. The increase in profit was due to

a 149.79% and 10.93% increase in other revenue and net trading

income, respectively. Profit after tax advanced by 28.83% from N7.53

bn in HY’2019 to N9.70 bn in HY’2020. Consequently, earnings per

share went up by 28.95% from N0.38 in HY’2019 to N0.49 in the

current period. FCMB has a BVPS of N10.83, P/BV of 0.20x and a

P/E ratio of 2.19x.

A diversified earnings base is key to sustaining the growth of banks,

which should in turn support a forecasted 20.50 percent financial

sector growth. In this regard, FCMB runs a highly diversified business

structure, and this enables them to leverage their diversified income

streams, to remain profitable and outperform other tier-two lenders.

Also, FCMB’s move to develop and deploy an array of digitized

products by leveraging emerging technologies and data analytics has

been essential to maintaining and even improving engagement with

customers during the recent periods of movement restrictions.

Hence, we expect the 2020 PAT of FCMB to reach N18.00 billion,

hence, causing the EPS to climb past N0.90.

mailto:enquiries@mbcgroup.com.ng


TOP STOCK PICKS FOR THE 

WEEK 

Stock picks for the week ending 4th  of  Sep. 2020

Nestle: Market Information

Current Price N1,175.00

Previous Close N1,175.00

Opening Price N1,175.00

Day's Range N1,175 - N1,175

% Change 0.00%

Shares 

Outstanding 792,656,252

Market Cap. N931,371,096,100.00

YTD -20.06%

BVPS N71.50

P/BV 16.43x

P/E Ratio 20.80x

52 Week Low N764.90

52 Week High N1,469.90

5 Year Low N570.00

5 Year High N1,615.00

Source: Bloomberg, MBC Research

Source: NSE, MBC Research

Nestle Plc - FY Dividend History (N)
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NESTLE 1,175.00 764.90 1,469.90 1,400.00 19%

10. NESTLE PLC

RECOMMENDATION - HOLD

Comments on Last Financials

Nestle Plc. HY’2020 results showed that revenue dipped by 0.62%

from N141.91 bn in HY’2019 to N141.03 bn in HY’2020. Similarly,

gross profit went down by 7.93% to N60.84 bn in HY’2020 from

N66.08 bn in HY’2019. The decline in gross profit was driven by the

fall in revenue and by a 5.75% hike in cost of sales. Profit from

operations declined by 15.10% from N40.43 bn in HY’2019 to

N34.33 bn in HY’2020, due to a 50.68% increase in administrative

expenses. Profit before tax fell by 16.26% to N33.86 bn in HY’2020

from N40.44 bn in HY’2019, on the back of a 47.03% decline in

finance income and a 5.48% rise in finance costs. In the same vein,

profit after tax declined by 16.84% from N26.25 bn in HY’2019 to

N21.83 bn in HY’2020, despite a 16.48% decline in income tax

expense. Consequently, earnings per share fell by 16.85%, from

N33.11 in HY’2019 to N27.53 in the current period.

Nestle is one of the most preferred stocks on the local bourse, but

still wouldn’t be sparred from the downturn in the consumer goods

industry. The outlook for the foods and beverages players remain

grim, underpinned by weakening topline performance, blame the

reducing purchasing power of consumers. Nevertheless, the company

remains fundamentally viable, but other negative surrounding factors

will make “a wait and see approach” most suggestible at this moment.
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FBNH: Market Information

Current Price N4.95

Previous Close N5.05

Opening Price N5.05

Day's Range N4.90 – N5.00

% Change -1.98%

Shares 

Outstanding 35,895,292,792

Market Cap. N177,681,699,320.40

YTD -19.51%

BVPS N19.62

P/BV 0.25x

P/E Ratio 1.83x

52 Week Low N3.60

52 Week High N7.85

5 Year Low N2.95

5 Year High N13.90

Source: Bloomberg, MBC Research

Source: NSE, MBC Research
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FBNH 4.95 3.60 7.85 9.00 82%

11. FBNH PLC

RECOMMENDATION - BUY

Comments

FBNH Plc HY’2020 results showed an increase in the bottom-line as

profit for the period grew by 23.84%. Interest income however

declined by 4.31% from N216.76 bn in HY’2019 to N207.42 bn in

the current period. Net interest income went down by 7.35% from

N141.69 bn in HY’2019 to N131.28 bn in HY’2020, due to the drop

in interest income and a 1.44% increase in interest expense. The

company recorded a 14.70% increase in operating profit from N36.23

bn in HY’2019 to N41.55 bn in the current period. The increase in

operating profit is attributable to a 16.41% and 183.05% increase in

net fees and commission income and trading income, respectively.

Also, impairment charges increased by 38.65% from N22.11 bn in

HY’2019 to N30.65 bn in HY’2020. Profit before tax advanced by

14.26% from N36.25 bn in HY’2019 to N41.42 bn in the current

period. Profit after tax went up by 23.84% from N28.78 bn in

HY’2019 to N35.65 bn in the current period. Consequently, the

company recorded a 60.71% increase in EPS to N1.35 in HY’2020

from N0.84 in HY’2019. FBNH has a BVPS of N19.62, P/BV of

0.25x and P/E ratio of 1.83x.

FBNH is one the major companies that would support a forecasted

20.50 percent growth for the financial services sector, as FBNH is

expected to leverage their highly diversified business model, to prop

up their revenue from other sources, such as; their trading income

and other income. This would enable them sustain their profitability

even during this current pandemic. The company is poised to record

the strongest growth margin of all tier one banks, with the PAT

crossing the N80 billion mark, hence taking the EPS past N2.
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Wapco: Market Information

Current Price N11.55

Previous Close N11.55

Opening Price N11.55

Day's Range N11.55 – N11.55

% Change 0.00%

Shares 

Outstanding 16,107,795,496

Market Cap. N186,045,037,978.80

YTD -7.23%

BVPS N21.86

P/BV 0.53x

P/E Ratio 3.98x

52 Week Low N8.95

52 Week High N17.60

5 Year Low N8.95

5 Year High N87.73

Source: Bloomberg, MBC Research

Source: NSE, MBC Research
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WAPCO 11.55 8.95 17.60 25.00 116%

12. WAPCO PLC

RECOMMENDATION - BUY

Comments on Last Financials

Lafarge Africa Plc. HY’2020 results showed that revenue grew by

2.25% from N117.89 bn in HY’2019 to N120.54 bn in HY’2020.

Similarly, gross profit went up by 5.70% to N41.71 bn in HY’2020

from N39.46 bn in HY’2019. The growth in gross profit was driven

by the growth in revenue. Profit from operations rose by 17.81%

from N27.85 bn in HY’2019 to N32.81 bn in HY’2020, due to an

30.64% and 9.93% decline in administrative expenses and selling and

distribution expense, respectively. Profit before tax grew by 86.09% to

N28.76 bn in HY’2020 from N15.45 bn in HY’2019, on the back of a

66.77% decline in finance cost. Profit after tax rose by 47.29% from

N15.84 bn in HY’2019 to N23.33 bn in HY’2020, despite a 1,506%

increase in taxes. Consequently, earnings per share increased by

158.93%, from N0.56 in HY’2019 to N1.45 in HY’2020. Wapco has a

BVPS of N21.86, P/BV of 0.53x and P/E ratio of 3.98x.

Wapco is expected to shield itself from the adverse impacts of the

Covid-19 pandemic, as the company has been able to sustain their

revenue during the lockdown by leveraging an organized price

increase of their cement product to fill the shortfalls left by reduced

demands. This aggressive revenue growth strategy has also been met

with effective cost reduction tactics, both of which will support a full

year growth similar to what was seen the first half of the year.

Accordingly, we expect to see the PAT cross N28.00 billion, hence,

taking the EPS above N10.00.

Wapco Plc - FY Dividend History (N)
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NDEP PLC

RECOMMENDATION - SELL

Comments on Last Financials

NDEP FY-2019 result showed that revenue advanced by 17.69%

from N39.05 bn in FY’2018 to N45.96 bn in the reference period.

Gross profit declined by 30.02% from N22.80 bn in FY’2018 to

N15.95 bn in FY’2019, on the back of an 84% hike in cost of sales.

The company recorded a 26.09% drop in operating profit from

N19.57 bn in FY’2018 to N14.47 bn in FY’2019. NDEP recorded a

29.80% decline in profit before tax from N29.33 bn in FY’2018 to

N20.59 bn in the reference period, due to a 72.39% decline in finance

income and a 333.41% rise in finance cost. Profit after tax fell by

47.90% from N37.42 bn in FY’2018 to N19.50 bn in the reference

period, due to a 113.53% rise in taxes. EPS declined by 56.50% from

N206.30 in FY’2018 to N89.75 in FY’2019. The company currently

trades at N330.58 and has a BVPS of N1,017.22, P/BV of 0.32x and

P/E of 3.68x.

NASD 

RECOMMENDATIONS

CSCS PLC

RECOMMENDATION - BUY

Comments on Last Financials

CSCS Q1-2020 result showed that total operating income increased

by 13.95% from N2.13 bn in Q1’2019 to N2.43 bn in the current

period. The increase in revenue and other income by 41.77% and

3,042% respectively, contributed to the growth in operating income.

Revenue moved from N929.72 mn in Q1’2019 to N1.32 bn in the

current period. Profit before tax went up 2.86% from N1.55 bn in

Q1’2019 to N1.59 bn in the current period. Profit after tax increased

by 10.63% from N1.27 bn to N1.40 bn in the current period, due to a

31.90% decline in taxes. Consequently, EPS grew by 12.00% to N0.28

from N0.25 in Q1’2019. The company currently trades at N14.00 and

has a BVPS of N6.87, P/bv of 2.04x and P/E ratio of 12.50x. CSCS

proposed a final dividend of ₦0.86k.

The contents of this publication serves an

informatory purpose only and do not represent

an advice to buy or sell stock.

MBC Securities Limited does not bear any

liability for trading actions based on

information contained in this publication. For

further enquires please call +234-1-2708003-4,

or E-mail us at enquiries@mbcgroup.com.ng

and infor@mbcgroup.com.ng

DISCLAIMER

For further enquiries, kindly reach:

Obianuju Egwuatu:

oegwuatu@mbcgroup.com.ng/08138282952

Yussuf Apena:

yapena@mbcgroup.com.ng/08062070332

Ezekiel Matuluko:

ematuluko@mbcgroup.com.ng/08127219292
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