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Growth outlook still positive; potential upside Recommendation Buy
exists Target Price N25.90
. N . . . . 0 ) )
Flourmills N.|ger|a Plc (FMN) released its gM 2020 flnarlaal results showing a 5.7./0 Closing Price N23.00
yly growth in Revenue to N423.5bn from N4oo.6bn in gM 2019. On a q/q basis, *Price as at 23 Feb
Revenue grew significantly, up 12.3% q/q to N152.7bn in Q3 2020 from N136.0bn
in Q2 2020. Net Income was up 3.4% y/y to N8.2bn in gM 2020 from N7.9bn in gM Key data
2019 but grew stronger on a q/q basis, up 35.4% to N2.3bn in Q3 2020 from Year to March, Nbn
Na.7bn in Q2 2020. 2019 2020e 2021  2022e
We raise our Revenue forecast for FY 2020 following strong improvement sales 527-4 5524 5598 5738
recorded in Food Revenue and positive surprise in Agro allied business driven by EBITDA 530 588 616 642
Fertilizers and Animal feeds sale. We also note that the underlying driver of the Net Profits 40 131 17:6 193
positive Revenue is the closure of the border which we expect to remain in place EPS,N 1.00 319 4.30 4.72
for the rest of the financial period. We note the company is coming off a high tax PE Ratio 23.0x  7.2X 54X 4.9X
base which we expect will result in significant Net Profit growth for FY 2020. EV/EBITDA 3.8x 3.3% 2.8x 2.7%
We raise our target price to N25.90/s from N23.66/s previously, implying a 12.6%  Dividendyield ©66% 84% 113% 124%
upside from Friday’s closing price of N23.0/s. We note the increase in our target Market cap. Ng4.3bn (US$258.8m)
price reflects lower yield environment. We retain our BUY recommendation on Frec float 66.40%
the stock. Our valuation methodology is a Single stage 5-Year FCFF model. ree o8 32
. Bloomberg FLOURMIL NL
9M 2020 Review
Reuters FMNL.LG

Food turns a corner as gM 2020 Revenue beats estimates
) ) ) ) Three-year graph
In FMN’s gM 2020 financial results, the company recorded an impressive Q3 2020

performance. In Q3, Revenue was up 12.3% g/q to N152.7bn from N136.0bn in Q2
2020. The much improved Q3 2020 Revenue growth pulled gM 2020 Revenue
performance higher with Revenue growing 5.7% yly (H1 2020 — 0.4% vyly) to 5
N423.5bn beating our gM estimate of N4o4.7bn. Revenue growth was supported by
major business segments; Agro-Allied (up 19.6% y/y) and Sugar (up 13.5% y/y). Food
segment turned positive in Q3, up 3.0% y/y to N262.1bn as at gM 2020. On the 050
negative, Support Services remained dour with Revenue down 32.8% y/y to N12.5bn
as at gM 2020. Management highlighted the positive impact of the border closure on
Revenue from Pasta and Bread Flour while Fertilizers and Animal Feeds sales
continue to strengthen the Agro-Allied business.
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Cost growth in line with Revenue growth...But Gross margin compress slightly Lagos:

+234 (0)1 448 5436
Cost of Sales (adjusted for depreciation) grew 6.1% y/y to N361.6bn in gM 2020 from
N340.9bn in gM 2019. We note the growth in Cost of Sales was largely in line with the
growth in Revenue and volumes. The growth in Cost of Sales was reflected in higher
Material costs (+5.6% y/y to N323.4bn) and Factory Staff payments (+12.5% y/y to
N13.0bn). Consequently, Gross Profit was up 3.6% y/y to N61.gbn for gM 2020 from
N59.8bn in gM 2019. However, we note a marginal 0.3ppts decline in Gross Margin to
14.6% in gM 2020.
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Operating profit pressured...On higher depreciation charge

The company recorded a 10.5% y/y increase in Operating Expenses (adjusted for
depreciation) driven by increases in Selling & Distribution Expenses (up 8.0% y/y) and
Administrative Expenses adjusted for depreciation (up 11.6% y/y). We believe the rise
in Opex must have been driven by increased spending on Advertisement as a result
of the company’s investments in distribution networks via B2C segments. While
EBIDTA remained flat y/y, Q3 EBITDA grew double digits (up 10.2% q/q due to
decline in Opex and faster Gross Profit growth within the quarter). Depreciation and
Amortisation was up 11.3% y/y to N15.gbn in gM 2020. Consequently, EBIT slipped

lower by 6.1% y/y to N24.2bn in gM 2020 from N25.7bn in gM 2019.

Deleveraging efforts sustains 2020 recovery

The company’s sustained efforts at deleveraging its balance sheet continued to bear
fruit as Finance cost dipped lower by 20.7% y/y to N13.1bn in gM 2020 from N16.6bn
in gM 2019. Finance Income increased by 35.8% y/y to N728.3m in gM 2020.
Consequently, Net Finance Costs slid lower by 22.6% to N12.4bn in gM 2020 from
N16.obn in 9M 2019. Against this backdrop, Profit before Tax grew 9.0% y/y to
N12.3bn for gM 2020 from Ni11.3bn in gM 2019. Tax Expense grew 22.1% y/y to
N4.1bn with management declaring it took a prudent approach in estimating the
impact of the finance bill on its tax bill. Nevertheless, Net Income was up 3.4% y/y to
N8.2bn in gM 2020. However, Earnings per share for gM 2020 declined to N1.84/s
from Ni1.8g/s in gM 2019 on the back of lower Net Income attributable to
shareholders with Profit growth driven by subsidiaries.

9M 2020, Nm

Nm, except where mentioned otherwise Q320 Q220

Saks 433479 400653 7% 12717 136007 12.3%
Cost of Sakes{Ex-Dep) {361,558  (340,B55) 61% (131662} (1160250 135
Gross Profit 61,0970 &q,7B6 3.6% 21,085 19,001 5.3%
Selling and Distribution Bxpenses (Ex-Dep) {&.404) (5,q33) B0l {1021}  (2.448) -215%
Administrative Expenses (Ex-Dep) {15431) {13,828) 116% (5751 (5411) [ %]
EBITDA 40,086 40,026 0.1% 13,374 12,135 10.2%
Depreciation and Amortization {15923 {14,301}  113% {59B6) (g12B) 167%
Operating Profit 24,163 EL LR B 7387 7007 E4%
Net Operating Gans/{Losses) 518 1568  H64% 473 {B1} 6£Bgo%
EBIT 2,681 27,203 -g.6% 7,860 6026 13.5%
Net Finance Income {12,38g) {16,014} -226% {6203}  (3724) 108%
Profit before tax 12,292 11,278 9.0% 1,658 3,132 16.8%
Taw awpanse {4,131} (3,383} 221% {1400}  (1466) -44%
Net Profit B,161 7,896 3.4% 2,257 1,667 35.4%
Diluted EPS 18y 18y -26% 031 0.5

G ross mangin 14.6%

1, 9% -0.3ppts 13 8% 14 7% -o.gppts
EBITDA Margin a9.5% 10.0% -0.gppts BEYM Bg% -o.2ppts
PBT Margin 2.9% 28% oappts 24% 23% oappts
Net margin 1% 20% 0.0ppts 1.c4 12%  o.3ppis

Source: Company, CSL Research.

Outlook and Forecasts

We increase Revenue estimates by 3.9% to N552.4bn

We remain optimistic about Flour Mills business given the dominance it maintains in
majority of its product categories. gM Revenue beat our earlier estimates given the
positive surprise in Food and Agro Allied. We believe the underlying driver of the
positive surprise which is the border closure would remain through the last quarter of
the financial period. Thus, we raise our Revenue forecast by 3.9% to N552.4bn for FY
2020 which implies a 4.7% y/y growth over FY 2019 Revenue numbers. Our big raises
are on Food (+4.0oppts to 2.0%) and Agro Allied (+13.0ppt to 18.0%). However, we
retain our Sugar Revenue forecast as it remains in line with gM numbers.
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Profit lines expected to remain strong till year end

We expect the company’s profit lines to remain strong in Q4. Thus, we raise our
profit lines estimates; Gross profit (+2.9% to N81.4bn), EBITDA (+2.5% to N58.8bn),
and Net Profit (+2.5% to N13.1bn). While we have observed higher wheat prices since
December last year, we expect increased efficiency in Agro allied segment as well as
high cost base for Food segment in 2019, to support Gross Profit growth. In addition,
we expect improved volumes from Pasta brands and Bread Flour to support margins.
While we expect double-digit growth in Opex, we project the company’s
deleveraging efforts would continue to support Net Income. Also, we note the
company is coming off a high effective tax rate base which we expect to support a
strong jump in Net Profit. We forecast Net Profit to grow by 217.9% in FY 2020.

Valuation: BUY rating reiterated

We raise our target price to N25.90/s from the N23.66/s previously, implying a 12.6%
upside from Friday’s closing price of N23.0/s. We note the increase in our target price
reflects lower yield environment and a lower Cost of Equity. We retain our BUY
recommendation on the stock. Our valuation methodology is a Single stage 5-Year
FCFF model.

Flourmills of Nigeria, Changes in Forecast, Nm

Previous New

forecast Forecast Change

Sales 2019e, Nm 531,503 552,390 3.9%
Sales 2020e, Nm 539,061 559,838 3.9%
Sales 2021e, Nm 552,816 573,759 3.8%
Gross Profits 2019e, Nm 79,137 81,399 2.9%
Gross Profits 2020e, Nm 81,751 84,026 2.8%
Gross Profits 2021e, Nm 84,857 87,166 2.7%
EBITDA 2019e, Nm 57,345 58,751 2.5%
EBITDA 2020e, Nm 60,189 61,632 2.4%
EBITDA 2021, Nm 62,744 64,216 2.3%0
Net Profits 2019e, Nm 12,746 13,062 2.5%0
Net Profits 2020e, Nm 16,510 17,623 6.7%0
Net Profits 20212e, Nm 18,003 19,346 7-5%0
Earnings per Share 2o019¢e, N 3.11 3.19 2.5%
Earnings per Share 2o020e, N 4.03 4 .30 6.7%
Earnings per Share 2o21¢e, N 4.39 472 7.5%06

Source: CSL Research
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FMN

Flo Mills of Nig

March year-end; Nm (unless otherwise stated)

Income Statement 2016 2017 2018 2019 2020E 2021E 2022E 2023E
Revenues 342,586 524,464 542,670 527,405 552,390 559,838 573,759 586,941
Cost of Sales* (292,810) (444,997) (459,082) (455,233) (470,991) (475,812) (486,593) (496,891)
Gross Profit 49,777 79,467 83,588 72,172 81,399 84,026 87,166 90,051
Operating Expenses (Opex)* (18,312) (21,382) (23,493) (25,352) (28,172) (27,992) (28,688) (29,347)
EBITDA 23,744 56,597 66,038 53,032 58,751 61,632 64,216 66,573
Depreciation and Amortisation (14,692) (15,157) (17,615) (20,735) (21,202) (22,457) (23,743) (25,059)
Other Income 23,731 - - - - - - -
EBIT 32,784 41,440 48,423 32,297 37,549 39,175 40,472 41,514
PBT before exceptional items 11,489 10,473 16,542 10,174 20,188 25,276 27,636 30,101
Exceptional items - - - - - - - -
PBT 11,489 10,473 16,542 10,174 20,188 25,176 27,636 30,101
Taxation 2,931 (1,636) (2,926) (6,174) (7,126) (7,553) (8,291) (9,030)
Net Profits 14,420 8,836 13,616 4,000 13,062 17,623 19,346 21,071
Minority interest 200 (875) (940) 108 - - - -
EPS, N 5.57 3.03 4.83 1.00 3.19 4.30 4.72 5.14
DPS, N 1.00 1.00 1.00 1.20 1.59 2.15 2.36 2.57
Payout ratio 18% 30% 19% 123% 50% 50% 50% 50%
Dividend sum 2,624 2,625 2,624 4,920 6,531 8,812 9,673 10,535
Number of shares outstanding, m 2,624 2,624 2,624 4,100 4,100 4,100 4,100 4,100
*Cost of Sales and Opex adjusted for Depreciation and Amortisation

Balance Sheet 2016 2017 2018 2019 2020E 2021E 2022E 2023E
Fixed Assets 213,562 216,866 217,901 221,465 222,728 223,057 222,680 221,540
Investments 74 1,992 1,883 1,779 1,689 1,600 1,509 1,418
Intangible Assets 735 208 1,095 1,317 1,274 1,212 1,132 1,035
Long Term Debtors and Prepayments - 989.02 944.47 1,402.21 1,402.21 1,402.21 1,402.21 1,402.21
Non-Current Assets 220,662 227,720 234,102 236,552 237,683 237,860 237,314 235,985
Stocks 58,699 117,296 111,373 118,867 113,038 104,679 111,916 114,285
Debtors and Prepayments - - - - - - - -
Amount Due From Related Companies - - - - - - - -
Cash and Cash Equivalents 33,213 45,019 22,245 17,206 14,034 22,240 17,480 19,213
Current Assets 124,686 254,883 174,246 180,269 170,927 171,922 175,514 180,669
Total Assets 345,348 482,603 408,348 416,822 408,610 409,782 412,828 416,654
Trade Creditors 50,417 94,567 56,994 79,040 80,069 80,888 82,721 84,471
Current Portion of Loan Term 100,830 141,702 103,923 71,053 60,908 55,832 50,757 45,681
Other Creditors and Accruals - - - - - - - -
Amount Due to Related Companies - - - - - - - -
Current Portion of Bond - - - - - - - -
Taxation 1,336 2,136 3,151 4,104 4,104 4,104 4,104 4,104
Dividend Payable 1,937 2,032 2,006 2,567 2,567 2,567 2,567 2,567
Bank Overdraft 16,413 49,024 19,934 9,651 9,651 9,651 9,651 9,651
Total current liabilities 183,039 307,497 199,788 184,629 175,512 171,256 168,013 164,688
Non-current liabilities 66,543 72,562 57,943 81,221 75,595 72,211 68,827 65,444
Total Liabilities 249,583 380,059 257,731 265,849 251,107 243,467 236,840 230,131
Share Capital 1,312 1,312 2,050 2,050 2,050 2,050 2,050 2,050
Share Premium 36,813 36,813 75377 75377 75377 75377 75377 75377
Capital Reserve 89.76 - 111.32 72.56 94.32 94.32 94.32 94.32 94.32
Retained Earnings 54,901 60,451 67,904 66,378 72,908 81,720 91,393 101,928
Minority Interest (Ml) 2,830 4,080 5,358 7,261 7,261 7,261 7,261 7,261
Shareholders' funds (Ex MI) 92,936 98,464 145,259 143,711 150,242 159,053 168,726 179,262
Cash Flow Statement 2016 2017 2018E 2019 2020E 2021E 2022E 2023E
Operating Cash Flow 55,843 (7,184) 84,592 75,279 65,950 69,663 57,697 64,901
Investing Cash Flow 8,532 (18,609) (17,832) (24,989) (21,421) (21,745) (22,498) (22,962)
Financing Cash Flow (5,995) 11,733 (56,182) (42,012) (40,574) (32,160) (31,667) (31,1277)
Free Cash Flow 31,728 (28,200) 63,194 49,056 43,854 47,269 34,747 41,423
Source: Company, CSL estimates
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Profitability Ratios 2016 2017 2018 2019 2020E 2021E 2022E 2023E
Gross Profit Margin 14.5% 15.2% 15.4% 13.7% 14.7% 15.0% 15.2% 15.3%
EBITDA Margin 6.9% 10.8% 12.2% 10.1% 10.6% 11.0% 11.2% 11.3%
Operating Profit Margin 2.6% 7.9% 8.9% 6.1% 6.8% 7.0% 7.1% 7.1%
_PBT Margin 3.4% 2.0% 3.0% 1.9% 3.7% 4.5% 4.8% 5.1%
Net Profit Margin 4.2% 1.7% 2.5% 0.8% 2.4% 3.1% 3.4% 3.6%
ROAA 4.2% 2.1% 3.1% 1.0% 3.2% 4.3% 4.7% 5.1%
ROCE 10.3% 18.2% 19.6% 19.1% 19.7% 20.3% 21.1% 21.3%
ROAE 16.3% 9.2% 11.2% 2.8% 8.9% 11.4% 11.8% 12.1%
Dividend Yield 5.3% 5.3% 5.3% 6.3% 8.4% 11.3% 12.4% 13.5%
Opex/Sales 5.3% 4.1% 4.2% 4.9% 5.1% 5.0% 5.0% 5.0%
Activity Ratios 2016 2017 2018 2019 2020E 2021E 2022E 2023E
Total Asset Turnover 1.0x 1.3X 1.2X 1.3X 1.3X 1.4X 1.4X 1.4X
Fixed Asset Turnover 1.6Xx 2.4X 2.5X 2.4X 2.5X 2.5X 2.6x 2.6x
Current Asset Turnover 2.8x 2.8x 2.5X 3.0X 3.1X 3.3X 3.3X 3.3X
Inventory Turnover 4.6X 5.1X 4.0X 4.0X 4.1X 44X 4.5X 44X
Cash Turnover 10.6X 13.4X 16.1X 26.7X 35.4X 30.9X 28.9x 32.0X
Liquidity Ratios 2016 2017 2018 2019 2020E 2021E 2022E 2023E
Current Ratio 0.7% 0.8x 0.9x 1.0X 1.0X 1.0X 1.0x 1.1X
Quick Ratio 0.3X 0.2X 0.2Xx 0.2x 0.2X 0.3X 0.3x 0.3x
Cash Ratio 0.2X 0.1X 0.1X 0.1X 0.1X 0.1X 0.1X 0.1X
Solvency Ratios 2016 2017 2018 2019 2020E 2021E 2022E 2023E
Net Debt-to-Equity Ratio 142% 200% 90% 76% 65% 51% 45% 37%
Debt-to-Capital Ratio 63% 70% 50% 46% 41% 38% 35% 32%
Debt-to-Equity Ratio 173% 236% 102% 84% 71% 62% 54% 46%
Debt-to-Assets Ratio 48% 50% 38% 30% 27% 25% 23% 21%
Leverage 3.6x 4.7X 2.7X 2.8x 2.6x 2.5X 2.3X 2.2X
Valuation Multiples 2016 2017 2018 2019 2020E 2021E 2022E 2023E
EV / Sales 0.5X 0.5% 0.3X 0.4X 0.3X 0.3X 0.3X 0.2X
EV / EBITDA 7.7X 44X 2.7X 3.5X 3.0x 2.6x 2.4X 2.2X
EV /EBIT 5.5X 5.9X 3.7X 5.8x 4.7X 4.0X 3.8x 3.5X
EV/CE 0.7X 0.7% 0.6x 0.7X 0.7X 0.6x 0.6x 0.5X
Price to Earnings 3.4X 6.3% 3.9% 19.0X 6.0x 44X £4.0X 3.7X
Price to Book Value 0.5X 0.5% 0.3x 0.5X 0.5X 0.5X 0.4X 0.4X
Earnings Yield 0.3X 0.2X 0.3X 0.1X 0.2X 0.2X 0.2X 0.3X
Y/y growth 2016 2017 2018 2019 2020E 2021E 2022E 2023E
Revenues 11% 53% 3% -3% 5% 1% 2% 2%
Gross Profit 14.6% 59.6% 5.2% -13.7% 12.8% 3.2% 3.7% 3.3%
Distribution and Selling Expenses 19.6% 6.7% 15.7% 32.1% 8.2% -5.0% 2.5% 2.3%
Administrative Expenses -17.0% 20.5% 3.6% 5.4% 10.4% 1.3% 2.5% 2.3%
EBITDA 5.4% 138.4% 16.7% -19.7% 10.8% 4.9% 4.2% 3.7%
EBIT 35.9% 26.4% 16.9% -33.3% 16.3% 4.3% 3.3% 2.6%
PBT 48.7% -8.8% 57.9% -38.5% 98.4% 24.7% 9.8% 8.9%
Net Profits ex. Ml 70.4% -38.7% 54.1% -70.6% 226.5% 34.9% 9.8% 8.9%
EPS 62.1% -45.5% 59.2% -79.3% 217.9% 34.9% 9.8% 8.9%
DPS -52.3% 0.0% 0.0% 20.0% 32.7% 34.9% 9.8% 8.9%

Source: Company, CSL estimates
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Analyst Certification

Each research analyst(s) principally responsible for the preparation and content of all or any identified portion of this research
report hereby certifies that all of the views expressed in this research report accurately reflect their personal views about those
issuer(s) or securities that the research analyst covers in this research report. Each research analyst(s) also certify that no part of
their compensation was, is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) expressed by that

research analyst in this research rep

Important disclosures

Ratings and Target Price History

Flour Mills Nigeria

ort.

Date Price (N) Old Target (N) New Price Target (N) Old recommendation New recommendation
19-Dec-13 86.6 106.3 106.3 Buy Buy
24-Jan-14 88.0 106.3 106.3 Buy Buy
10-Feb-14 83.1 106.3 106.3 Buy Buy
27-Aug-14 68.1 106.3 106.3 Buy Buy

2-Dec-14 45.3 106.3 54.8 Buy Hold
4-Feb-15 38.0 54.8 54.8 Hold Hold
11-Jun-1g 35.0 54.8 40.7 Hold Hold
10-Feb-16 19.0 40.7 16.6 Hold Hold
8-Aug-16 22.0 16.6 15.8 Hold Sell
1-Feb-17 18.0 15.8 24.9 Sell Buy
2-Nov-17 33.7 24.9 30.8 Buy Hold
15-Jan-18 334 30.8 36.7 Hold Hold
12-Jul-18 30.8 36.7 40.8 Hold Buy
28-Jan-19 19.5 40.8 28.7 Buy Hold
6-Feb-19 18.5 28.7 26.4 Hold Hold
26-Nov-19 18.20 26.4 23.7 Hold Buy
24-Feb-20 23.00 23.7 25.9 Buy Buy
CSL Research Ratings Distribution
BUY HOLD SELL Not Rated Total
Coverage universe 16 11 3 3 33
% distribution 48% 33% 9% 9%
Investment banking clients 0 1 1 o 2
% distribution 0% 50% 50% 0%
Explanation of CSL Research's equity research rating system
Buy: The analyst expects the stock to outperform the Benchmark over the next 12 months or the stated investment horizon.
Hold: The analyst expects the stock to perform in line with the Benchmark over the next 12 months or the stated investment
horizon.
Sell: The analyst expects the stock to underperform the Benchmark over the next 12 months or the stated investment
horizon.
Not Rated: The rating and price target have been suspended temporarily to comply with applicable regulations and/or firm policies

in certain circumstances including when FCMB Bank UK or the Group is acting in an advisory capacity in a merger or

strategic transaction involving the company or due to factors which limits the analysts ability to provide forecasts for the

company in question.
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Benchmark: The benchmark is the trailing three-year average yield of the 12-month T-Bill plus one standard deviation rounded to the
nearest percent.
Price targets: Price targets, if discussed, reflect in part the analyst's estimates for the company's earnings. The achievement of any

price target may be impeded by general market and macroeconomic trends, and by other risks related to the company
or the market and may not occur if the company's earnings fall short of estimates.

Asset allocation: Asset allocation is the responsibility of the strategy team. The recommended weight (Buy, Hold and Sell) for equities,
cash and fixed income instruments is based on a number of metrics and does not relate to a particular size change in one
variable.

Other disclosures

A. The analyst(s) responsible for the preparation and content of this report (as shown on the front page of this report) holds
personal positions in a class of common equity securities of the company.

The company beneficially owns more than 5% in FCMB Bank UK or First City Group (“the Group”).
FCMB Bank UK or the Group is a market maker in the publicly traded equity securities of the company.
FCMB Bank UK or the Group beneficially owns 1% or more of the equity securities of the company.

FCMB Bank UK or the Group beneficially holds a significant interest of the debt of the company.

mm o N w

FCMB Bank UK or the Group has been lead manager or co-lead manager over the previous 12 months of any publicly
disclosed offer of securities of the company.

o

The company is a client of the investment banking division of the Group.

H. FCMB Bank UK or the Group has lead managed or co-lead managed a public offering of the securities of the company within
the last 12 months.

I FCMB Bank UK or the Group has received compensation for investment banking services from the company within the last 12
months.

J. FCMB Bank UK or the Group expects to receive, or intends to seek, compensation for investment banking services from the
company during the next 3 months.

Companies from which FCMB Bank UK or the Group’s investment banking division has received compensation in the last 12

months
Buy Hold Sell Not Rated Total
o o 1 o 1
% distribution 0% 0% 100% o%
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Important Risk Warnings and Disclaimers

CSL STOCKBROKERS LIMITED (“CSLS"") is regulated by the Securities and Exchange Commission, Nigeria. CSLS is a
member of the Nigerian Stock Exchange.

FCMB Bank (UK) LIMITED (“FCMB Bank UK"), trading in the name of ‘CSL Stockbrokers’ for its stockbroking activities, is
authorised by the Prudential Regulation Authority (PRA) and regulated by the Financial Conduct Authority (FCA) and the PRA
in the United Kingdom. The details of the authorisation can be viewed at the Financial Services Register at
http://www.fsa.gov.uk/register/home.do by entering the Firm Reference Number 502704. FCMB Bank UK is registered in
England and Wales No. 6621225,

Both CSLS and FCMB Bank UK are members of the FCMB Group (“the Group”) of Nigeria, a group of companies which also
includes First City Monument Bank Ltd.

RELIANCE ON THIS PUBLICATION FOR THE PURPOSE OF ENGAGING IN ANY INVESTMENT ACTIVITY MAY EXPOSE YOU
TO A SIGNIFICANT RISK OF LOSS. By receiving this document, you will not be deemed a client or provided with the
protections afforded to clients of CSLS and FCMB Bank UK. When distributing this document, CSLS, or any member of the
Group is not acting for any recipient of this document and will not be responsible for providing advice to any recipient in
relation to this document. Accordingly, CSLS or any member of the Group will not be responsible to any recipient for
providing the protections afforded to its clients.

If you are in the UK, you are a person to whom either Articles 19 or 49 of the Financial Services and Markets 2000 (Financial
Promotion) Order 2005 apply or a person to whom this communication may otherwise be lawfully made.

In the United Kingdom, this document is available only to such persons described above and persons of any other description
should not rely on this document. Transmission of this document to any other person in the United Kingdom is unauthorized
and may contravene the Financial Services and Markets Act 2000 (FSMA). If you are not such a person or if the distribution of
this document is otherwise unlawful where you are, you are required to return the document immediately to CSLS. This
document is not intended for Retail Clients in the UK.

This document is not an offer to buy or sell or to solicit an offer to buy or sell any securities. This document does not provide
individually tailored investment advice. It has been prepared without regard to the individual financial circumstances and
objectives of persons who receive it. The appropriateness of a particular investment will depend on an investor’s individual
circumstances and objectives. The investments and shares referred to in this document may not be suitable for all investors.

CSLS or any other member of the Group may effect transactions in shares mentioned herein and may take proprietary trading
positions in those shares, and may receive remuneration for the publication of its research and for other services. Accordingly,
this document may not be considered as objective or impartial. Additionally, information may be available to CSLS, or the
Group, which is not reflected in this material. Further information on CSLS’ policy regarding potential conflicts of interest in
the context of investment research and CSLS’ policy on disclosure and conflicts in general are available on request.

This document is based on publicly available information obtained from sources which CSLS believes are reliable, but which it
has not independently verified. Neither CSLS, or their advisors, directors or employees make any guarantee, representation or
warranty as to the accuracy, reasonableness or completeness of this information and neither CSLS or their advisors, directors
or employees accepts any responsibility or liability whatsoever (in negligence or otherwise) for any loss howsoever arising
from any use of this document or its contents or otherwise arising in connection with this document. The opinions contained
in this document are subject to change without notice and are not to be relied upon and should not be used in substitution for
the exercise of independent judgment.

Past performance is not a guarantee of future performance. Investments may go down in value as well as up and you may not
get back the full amount invested. Where an investment is denominated in a currency other than the local currency of the
recipient of the research report, changes in the exchange rates may have an adverse effect on the value, price or income of
that investment. In case of an investment for which there is no recognised market it may be difficult for investors to sell their
investment or to obtain reliable information about their value or the extent of the risk to which they are exposed.

CSL Stockbrokers Limited, Lagos (CSLS) is a wholly owned subsidiary of FCMB Group Plc and is regulated by the Securities and Exchange
Commission, Nigeria. CSLS is a member of the Nigerian Stock Exchange. Page 8
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The information contained in this document is confidential and is solely for use of those persons to whom it is addressed and
may not be reproduced, further distributed to any other person or published, in whole or in part, for any purpose.

@Copyright CSL STOCKBROKERS LIMITED, 2018. All rights reserved.

CSL STOCKBROKERS LIMITED CSL Stockbrokers

Member of the Nigerian Stock Exchange A trading name of FCMB Bank (UK) Limited
First City Plaza, 44 Marina 81 Gracechurch Street

PO Box 9117 London EC3V oAU

Lagos State United Kingdom
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