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Zenith Bank Plc

Zenith Bank was incorporated on May 30, 1990 and on 21st October 2004, it joined the league of listed companies in the Nigerian stock exchange (NSE).

Zenith Bank’s areas of operations includes; banking and financial services. The bank is 100% owned by Nigerian citizens and associations.
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	2009
	        0.82 
	7.47
	6.10
	13.45
	 277,300,000,000 
	7.17
	             54.88 
	    20,603,000,000 
	33.96

	2008
	        3.83 
	24.75
	15.00
	20.70
	 211,639,000,000 
	6.12
	             44.39 
	    51,993,000,000 
	46.82

	2007
	        2.02 
	19.90
	16.13
	12.57
	   94,880,000,000 
	4.60
	             49.50 
	    18,779,805,000 
	45.62
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	        1.91 
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	   60,002,000,000 
	3.85
	             57.59 
	    11,488,800,000 
	48.08
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	        1.36 
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	7.02
	   35,312,000,000 
	4.48
	             51.47 
	     7,155,926,000 
	54.59
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	1.99
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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.

In 2008, the bank changed its accounting year end from 30 June to 30 September, resulting in financial statements prepared for 15 months for that year. In 2009, the bank also changed its accounting year end from 30 September to 31 December in compliance with the CBN directive of uniform accounting year end of 31 December for all Nigerian banks, also resulting in another fifteen month year.

For the year ended 31 December 2009, the bank’s EPS was N0.82k against N3.83k recorded in 2008. The estimated EPS for 2010 is N1.77k. The directors recommended a dividend per share of N0.45k and bonus of 1-for-4 to shareholders on record as of 14th April 2010. The current NPM is 7.47% versus Banks average of 12.17% and market average of 8.42%.

In 2009, the bank underperformed the market in terms of ROE, which stood at 6.10% against the general market average of 25.44%. Gross earnings went up from N211.639B to N277.3B or a gain of 31.03% against market average of 18.35%. Pre-tax ROI for the bank was 7.17% in 2009 in line with that of the other major banks, though much less than the market average of 14.01%.

Finally, OPM stood at 33.96% in 2009, against a market average of 27.69%. After tax profit was down from N51.609B to N19.762B or a loss of 61.65%, the market average gain was 1,832.99%. 

Recommendation:
Long-term  (1 year)

Score: 45.83%

Grade: F
Hold   (December 2010)
23/7/2010
NPM for second quarter ended 30 June 2010, came in at 22% versus a market average of 6.37%. Estimated EPS for same quarter was N0.85k. The actual EPS came in at N0.85k. In view of this, we are setting our 2010 estimate at N1.70k 
After-tax profit for the same quarter was N21.305B versus N9.85B achieved in 2008, or a gain of 116.29%. The market average stood at 0.10 %.

The company’s gross earning for the same period was N96.850B against N111.071B or a loss of 12.80% achieved same period a year ago. The market average was 16.18%.

Short-term (3 months)
Score: 80
Grade: A
Aggressive Buy (valid until October 2010)
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
The price has been making a continuous lower highs and lower lows since April 2010. Expect this trend to continue into the near future. In addition to this, the stock is currently testing its all time low.
Source:
TRW Stockbrokers Limited, 62/64 Campbell Street, 5th Floor (Rear) Kajola House, Lagos. Tel: 2645363, 2646976, 2646999
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