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The N Fidelity Bank H1 2024 Result:
a|yst Topline Earnings Rise 107.6% as Bank Drives
Aggressive Recapitalisation Programme.
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Proshare.

was among Nigeria's leading commercial bank

Issue Date: lenders in H12024. The lender declared a +107.55% growth in
Thursday, October 24, 2024 gross earnings, and its pre-tax earnings rose by +163.15% to
N200.87bn.

A Market Intelligence and

) X The bank’s growth across income lines drove its top-line
Strategic Advisory Group Report

performance in H1 2024. Notably, interest income rose by
+149.19%, contrasting with the 30.70% decline in non-interest
income growth. The bank's net revaluation loss (N284.78bn in
H12024 from N150.68bn in H12023) shields it from the federal
government’s 70% windfall tax on FX revaluation gains.
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The H1 2024 performance occurred despite growing
regulatory provisions, recapitalisation worries,
macroeconomic headwinds that affected operating costs
(seelllustration1).
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Similar to developed economies such as the US,
which saw a renewed focus on bank funding
concentration and liquidity concerns due to the
failure of 5 mid-sized banks in 2023 and the failure
of two banks in 2024 (First Republic Bank and First
National Bank), caused by low liquidity, poor risk
management and unrealized losses on securities,
the Central Bank of Nigeria (CBN) announced new
recapitalisation requirements for banks in April
thisyear.

Proshare analysts have observed that raising new
minimum capital to sustain existing licenses may
be difficult. Nevertheless, Fidelity Bank's strategic
preparations to raise capital in 2023 has helped it
to quickly align itself with the CBN's 2024
recapitalisation announcement that gives banks a
two year window to raise further tier 1 equity
capital (see table ).

Table 1

RECAPITALISATION WATCH - TIER 2 BANKS

Fidelity Bank has expressed confidence in raising
the necessary equity capital for an international
license (with a capital level of N129.71bn in H12024)
The lender announced a capital raise of N127.10bn
(N30bn rights issue announced on June 20, 2024,
and N97bn IPO announced on June 20, 2024). The
offer was reportedly over-subscribed by the end of
the exercise in August 2024.

Consolidating the bank’s strategic moves in HI
2024, it appointed Mr Abolore Solebo, who has
been with the bank in various capacities since
2008 as an Executive Director Corporate Banking
Directorate, following the approval of the CBN and
notice of same from SEC, NDIC and corporate
governance regulatory enforcement agency, the
FRCN.

Key Highlights.

e Fidelity Bank’s gross earnings rose by +107.55%
from N247.10bn in H1 2023 to N512.86bn in H1
2024.

@ Finance lease, Treasury bills, loans and
advances drove interest income growth by
+149.20% to N473.24bn, while non-interest
income dipped by -30.71% as operating
incomefellin H12024.
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@ Despite the higher operating expenses, the
group'’s Profit before tax rose by +163.15% from
N76.33bn in H1 2023 to N200.87bn in H1 2024,
and profit after tax grew by +157.83% to
N159.84bn in H1 2024 from N62.00bn in HI1
2023.

Total assets rose by +56.97% to N7.93trn in HI
2024 from N5.05trn in H12023.

Customer deposits increased by +69.25% to
N5.38trnin H12024 from N3.18trn in H12023.

@ Shareholder’s funds rose by +56.34% to
NG629.43bn in H1 2024 from N402.60bn in HI1
2023.

@ Earnings per share increased to N4.99k in H1
2024 from N1.31kin H12023.

@ Retained earnings rose +81.06% from
N85.38bn in H12023to N1.6n in H12024.

Gross Earnings.

The Group's gross earnings rose +107.55% from
N247.10bn in H1 2023 to N512.86bn in H1 2024. This
growth was driven by a +149.20% rise in interest
income to N473.24bn and a -30.71% decline in
noninterest income to N39.63bn in H1 2024 (see
chartl).
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Profitability.

Despite an +89.22% rise in operating expenses and
a +54.75% rise in personnel costs to N159.98bn and
N26.75bn in H1 2024 the lender declared triple-
digitearnings growth given its +163.15% increase in
profit before tax to N200.87bn and a +157.83% rise
in profit after tax to N159.84bn in H1 2024 (see
chart2).
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Financial Position.

The group recorded an improved financial
position as its total assets rose by +56.97% from
N5.05trn in H12023 to N7.93trn in H12024. This rise
came from a +41.58% rise in loans and advances
anda +30.17%rise in balance with the central bank.
The group’s customer deposits rose +69.25% from
N3.18bnin H12023to N5.39bn in H12024. Increased
profitforthe period drove a +81.06% rise in retained
earnings to N154.59bn in H1 2024. This led to a
+56.34% rise in its shareholders equity from
N402.60bn in H12023 to N629.43bn in H12024 (see
table2).

Table 2

FINANCIAL POSITION @

H12023 (Nbn)  H12024 (N'bn)
- -

Loans and Advances 2,650.18 3,752.11
Deposit from Customers 3,178.65 5,379.77
Balances with Central Bank 938.91 1,222.18
Total Assets 5,052.21 7,930.53
Share Capital 16.00 16.00

Retained Earnings 85.38 154.59

inancia 2rt, Proshare Research Proshare.

Financial Ratio.

Increased profit for the period drove the group’s
return on equity from 34.9% in H12023to +60.3% in
H12024. The persistent hike in the MPR drove the
net interest margin to13.4% in H12024. The volatile
macroeconomic environment contributed to its
cost of risk and non-performing loan growth to
21%and 3.5% in H12024, respectively (see table 3).

Table 3
FINANCIAL RATIO

H12023 H12024

- -

Cost to Income 46.8% 40.30%
Cost of Risk 1.70% 2.10%
Non-performing Loan 3.20% 3.50%

Net interest Margin 7.20% 13.40%

Capital Adequacy 16.10% 23.90%

Return on Equity 34.90% 60.30%

-, Proshare Research Proshare.

Valuation.

Increased earnings per share (EPS) drove the
group’s price-to-earnings (P/E) ratio decline from
5.34xin H12023 to 2.04x in H1 2024, but still higher
than the industry average of 1.4x. Its price to book
value (P/BV) rose from 0.58x in H1 2023 to 0.52x in
H12024, indicating thatthe group’s net book value
was lower than the previous year (see illustration
2).
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|llustration 2
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Share Price Movement.

Investorsralliesin early January led to ashare price
rise from N11.40k on January 2, 2024, to peak at
N14.20 onJanuary5 (see chart 3).

Chart 3
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Fidelity Bank's share price averaged N10.40 in H1
2024. The bank's share price rallied around the
average most of H12024, yielding a YTD return of -
5.99% between December 29, 2023, and June 28,
2024 (seeillustration 3).
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SHARE PRICE RETURNS - TIER 2 BANKS.

G n m

\_ 1020 | | -0.65 | \ -5.99% | 326,524,555,576.20
(740 | [775 | [ 035 | 153,471,008,343.50
124,086,702,114.44
[ 730 | 170 | [3036% 93,864,534,128.00

[e2 ] [ 154 | [-008] [-494%] 18,001,580,430.68

Proshare.

Peer Analysis.

Fidelity Bank reported the highest earnings and
efficiency measures among its peers, reporting
the lowest cost-to-income ratio (CIR) and
nonperforming loan (NPL) ratio at 40.30% and
3.5%, respectively as Stanbic followed at 42.80%
and 3.60%, respectively (see chart 4).
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Closing Thoughts

The macroeconomic environment, evolving
regulatory requirements, compliance cost, and
the hike in interest rates have presented
challenging operating conditions for corporate
entities in H1 2024; however, amidst the
demanding operating conditions, financial
institutions tacked their sails in navigating to
ensure profitability sustenance.

Analysts will keep within their
analytical crosshairs as the bank makes bold
moves to upend its rivals. The bank is expected to
meet its recapitalisation goals and use the
proceeds to strengthen technology and customer
experience journeys while it organically grows its
branch network.

For further updateson ,follow the
company

For feedback and further information, kindly
contact research@proshare.co

Click Here to

Subscribe

to our Market Intelligence notes
for updates.

Thank you.
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Advice To Users of This Report

Proshare, founded in 2006, is a trusted professional
practice and financial information hub dedicated to
serving as a critical bridge between the markets,
investors, regulators, and stakeholders. By delivering
credible, reliable, and timely engagements, we assist
the marketplace to shape thought-led conversations
premised on evidence-based insights that hold the
firmaccountable collaboratively.

Practice Ethos and Disclaimer

Proshare does not guarantee any results or investment
returns based on the information contained in this
report. Although we have used our best efforts to
provide the most accurate information, we do not
promise verbally or in writing that you will earn a profit
when or if you use the information contained therein
and/or take the actions that might have been
prescribed here by the author or our analysts, any
reliance you place on our content for decision making
is at your own risk  Reports often contain complex
technical language, kindly seek expert analysis or
expert opinions to help interpret the findings
accurately. Context is key, and understanding is
essential to grasp the report's true implications. We
encourage our discerning readers to seek additional
education and insights as you navigate the
complexities of the report. As consumers of news and
information, we play a role in responsible reporting, be
cautious of spreading unverified or misleading
information about the report's contents or corporate
entities mentionedinthereport.

Copyright

The copyright of the materials in this report belongs to
Proshare Nigeria Ltd. While we encourage the
dissemination of our work, permission to reproduce or
republish any portion of the report should be directed
tothe office of the MD/CEOQ of Proshare Nigeria Ltd. This
work is licensed under the Trademark and Copyrights
Laws of the Federal Republic of Nigeria and is
registered accordingly at the National Library and
other relevant agencies. Proshare's Reports are critical
to its education, empowerment, and enlightenment. It
is designed to provide market impact commmentary on
economic, financial, and business developments.
While the partners and acknowledged references are
responsible for their work, the report issued is designed
todocument facts.

Creation Date

This report was published on October 24, 2024, and is
based on the best publicly available information at that
time. The PDF version was created on October 25, 2024.
For commments, feedback, and updates, kindly send us
an e-mailviaresearch@proshare.co. Thankyou.
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