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 African Petroleum Plc.

It was incorporated on December 11, 1964. In 1978, it was approved for listing on the Nigerian Stock Exchange (NSE).

The company’s areas of operation includes; marketing of petroleum products, manufacturing of automotive & industrial lubricants and petroleum jelly.
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	Pre- TAX
	% EARNINGS
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	(%)
	VALUE
	N
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	Paid as Com.
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	MARGIN (%)
	Per Share
	N  (000)
	
	Dividend
	N  (000)
	(%)
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	2007
	        7.23 
	5.59
	77.38
	9.34
	 102,026,373,000 
	28.87
	             96.82 
	     5,701,507,000 
	11.47

	2006
	        2.74 
	2.64
	88.04
	         3.11 
	   81,934,351,000 
	15.66
	             36.50 
	     2,161,530,000 
	7.67

	2005
	       (4.52)
	-8.35
	-1215.24
	         0.37 
	   42,761,163,000 
	-9.97
	                  -   
	    (3,569,172,000)
	-0.84

	2004
	        2.06 
	1.53
	-11.76
	      (17.52)
	   58,110,054,000 
	13.60
	                  -   
	        890,120,000 
	7.05

	2003
	        2.83 
	1.78
	-2.96
	      (47.78)
	   34,395,273,000 
	22.76
	                  -   
	        610,852,000 
	10.64

	AVERAGE
	2.07
	0.64
	-212.91
	-10.49
	   63,845,442,800 
	14.18
	26.66
	     1,158,967,400 
	7.20

	%GROWTH
	         155 
	            215 
	     (2,715)
	         (120)
	                    197 
	           27 
	#DIV/0!
	                     833 
	                     8 

	Est.  EPS 
	7.73
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Financial Summary
· Net profit margin (NPM)

It effectively sums up in a single figure management’s ability to run the business.

· Operating profit margin (OPM)
This ratio is a more stringent measure of the company’s ability to manage its resources.
· Return on investment (ROI) : pre-tax
This ratio shows how well management has employed the assets at its disposal.

· Return on equity (ROE) : after-tax
This ratio is of prime importance to common shareholders since it reflects the profitability of their capital in the business. And also, it is calculated on an after-tax basis.

· Earnings Per Share (EPS)

This ratio is one of the most widely used and understood of all ratios. Simply put, it is earnings attributable to per share value.

For the year ended December 31, 2007 EPS was N7.23k against N2.74k recorded in 2006. The estimated EPS for 2008 is N7.73k.

The current NPM is 5.59% versus oil industry average of 4.47% and market average of 10.54%.

In 2007, AP plc outperformed the market in terms of ROE, which stood at 77.38% against the general market average of 19.51%. Over the last five years, AP’s average ROE stood at (212.91%), while that of the market was 11.48%.
Pre-tax ROI for the company has being impressive over the last five years; averaging 14.18%. In 2007, AP’s ROI was 28.87% versus market average of 14.95%. Turnover rose from N81.93B to N102.03B. After tax profit increased by 163.77% from the 2006 figure.
Finally, OPM stood at 11.47% in 2007 against a market average of 29.55%.

Recommendation:
Long-term  (1 year)

Score: 61.36%

Grade: C
Buy   (Valid until March 2009)
15/08/2008
NPM for Qtr III ended September 30, 2008 came in at 4.11% versus market average of 9.47%. Estimated EPS for the same quarter was N7.42k. The actual EPS came in at N6.40k. In view of this, we are reversing our 2008 downwards to N6.85k from N8.89k.
After-tax profit for the same period stood at N5.05B against N2.82B seen in 2007 or a gain of 79.08% with the market average at 66%.
The company’s turnover for the same period was N122.95B against N74.81B achieved same period a year ago, or a gain of 64.4 %. The market average was 32.68%.

Short-term (3 months)
Score:  55%

Grade:   D+
Cautious Buy (valid until February 2009)
NOTE: The score and grading are derived from a sophisticated method that involves evaluating individual corporate performance ratios versus the entire market performance.
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TECHNICAL PERSPECTIVE:
Price and moving averages:

AP (AFRICAN PETROLEUM) has closed below its Short time moving average. 

Short time moving average is currently below mid-time, AND below long time moving averages.

The relationship between price and moving averages is: bearish in short-term, and neutral in mid-long term. 

Bollinger Bands:

AP (AFRICAN PETROLEU) has closed above bottom band by 45.8%. 

Bollinger Bands are 45.0% wider than normal.

The large width of the bands suggest high volatility as compared to AP (AFRICAN PETROLEUM)'s normal range.  Therefore, the probability of volatility decreasing and prices entering (or remaining in) a trading range has increased for the near-term. The bands have been in this wide range for 15 bars. The probability of prices consolidating into a less volatile trading range increases the longer the bands remain in this wide range.
The current value for the RSI15 is   25.367

Buy/Sell signals:
A buy or sell signal is generated when the RSI moves out of an overbought/oversold area. 

The last signal was a {EMPTY} period(s) ago.

Divergence:

The RSI has set a new 14-day high while the security price has not.  This is a bullish divergence.
Source:
TRW Stockbrokers Limited, 62/64 Campbell Street, 5th Floor (Rear) Kajola House, Lagos. Tel: 234-1-7646689, 
234-1-2710224

For further information.

Email:   info@trw-stockbrokers.com
WARNING:
These recommendations are not for speculative purposes. They are meant for value investors. For market timing (i.e. buying or selling) point, consult your stockbroker. Past performance is not a guarantee for future performances. TRW Stockbrokers Limited and its agents shall not be held liable for investment losses as a result of these recommendations. 
