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Access Holdings Plc H1 2024 Result: Gross
Earning Grows over N2 trillion, Reducing the
Sting of Rising Operating Costs.
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lssue Date: Access Corp's inorganic expansion model fast-tracked its
Friday, October 04, 2024 grovvth, becoming the Nigerian banking industry’s gsset size,

deposits, and loan book leader. Beyond the domestic market,

Access Corp's penetration across Africa improved
A Market Intelligence and continental visibility, lifting it into the top 20 class of African
Strategic Advisory Group Report Banks by tier 1 Capital and asset size. Alongside these gains
have come risks, such as high costs, regulatory hurdles, and
strategy realignment. Although the Holdco has shown skill in
Proshare Graphics. mitigating risks, its high operating cost has remained a
headache. Inflationary pressure in Nigeria and other African
countries has seen an upward climb in operating expenses,
Unlock exclusive access to cutting bottom-line earnings at the knees. Analysts observe
reliable market information, thatthe group’s pre-tax profit margin has fallen steadily since
comprehensive reports, and H1 2021, from 22% to 16% in H1 2024, hinting at an inefficient
expert analysis. cost structure. The Holdco's H1 2024 financial numbers
further confirmed this narrative as gross earnings climbed to
N2.19trn versus N348.92bn PBT in H12024.

Production:

In line with its five-year strategic plan, Access Corp made
some strategic acquisitions, such as the National Bank of
Kenya in May 2024 and ARM Pension in October 2024. The
acquisitions will deepen the group’s banking operations in
Kenya and raise the Access pension assets under
management (AUM) to around N3trn. This could entice
Proshare. investors and improve corporate indicators. Analysts expect
the group’s grey-field acquisitions to slow down, given the
CEO'sstatement that "Access Corp is undergoing a transition
BEYOND = 1;)rom an investing phase to a consolidating phase” (see table

jerian Company Built

Availablé at the following Dutiets:

www.proshare.co |@ lof6


https://proshare.co/articles/access-holdings-plc-h1-2024-result-gross-earning-grows-over-n2-trillion-reducing-the-sting-of-rising-operating-costs?menu=Market&classification=Read&category=Stock%20%26%20Analyst%20Updates
https://proshare.co/ir/ACCESSCORP?assetClass=NSE%20Listed
https://proshare.co/ir/ACCESSCORP?assetClass=NSE%20Listed
https://beyondprofitbook.com/
https://proshare.co/Home/IndividualPricePlan

The Analyst Note. | Proshare. | 'ssue Date: Friday, October 04,2024

INVESTORS INDICATOR

| Investors Indicator |

[ ! ! I

Market Current Share Price to

Capitalization Earnings (P/E) A

N673.58bn N18.95k 2.49x

e Financial Statement, Proshare Research

Key Highlights H1 2024

@ Access Corp's gross earnings rose by +133.51%
from N940.31bn in H1 2023 to N2.20trn in H1
2024.

® The HoldCo's interest income grew by
+142.59% to N1.47trn, and the non-interest
income rose by +116.99% to N723.61bn in HI
2024.

@ The group's operating expense rose by
+127.60% from N315.94bn in H1 2023 to
N719.10bn in H12024.

@ Profit before tax rose by +108.19% from
N167.60bn in H1 2023 to N348.92bn in H1 2024,
and profit after tax grew by +107.71% to
N281.33bn in H1 2024 from N135.44bn in HI1
2023.

@ Access Corp's fair value and FX revaluation
gain increased to N406.91bn in H1 2024 from
N192.05bnin H12023.

@ Net fees and commission income grew by
+132.56% to N204.709bn in H1 2024 from
N88.04bnin H12023.

@ Other operating income inched up by
+286.77% to N61.97bn in H1 2024 from
N16.02bnin H12023.

@ Total assets rose by +76.59% to N36.60trn in H1
2024 from N20.72trn in H12023.

@ Loans and advances rose by +61.03% to
N12.28trn in H1 2024 from N7.62trn in H1 2023
and customer deposits increased by +60.79%
to N20.11trn in H1 2024 from N12.51trn in HI1
2023.

@ Earnings per share increased to N7.61k in H1
2024 from N3.74k in H12023.

Retained earnings rose +101.40% to N891.83bn
in H1 2024, driving shareholder funds up by
+63.87%to N2.84trnin H12024.

@ Investment Securities rose +122.10% from
N4.54trnin H12023to N10.09trn in H12024.

Gross Earnings

Access Corp's gross earnings rose by +133.51% to
N2.20trn in H1 2024 from N940.31bn in H1 2023.
About 70.00% of the gross earnings came fromthe
Nigeria subsidiary, driven by the FX revaluation
gain and high lending rate. The Holdco's gross

Access Holdings Plc

earnings growth came from a +142.59% rise in
interest income and a +116.99% rise in non-interest
income to N1.47trn and N723.61bn, respectively.
The +94.00% rise in fees and commission income
to N232.50bn and fair value exchange gain of
N496.91bn in H12024 catalysed the growth in non-
interest income. Analysts expect the MPC’s
hawkish stance and naira volatility to sustain the
group’s gross earnings growth trajectory (see
chart]).
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inancial Statement, Proshare Research Proshare.

Profitability

The group’s diversified earnings reduced the
severity of higher numbers on other operating
expenses (+128.09%) and personnel costs (143.91%),
driving profit before tax up by +108.19% to
N348.92bn in H1 2024 from N167.60bn in H1 2023.
The +110.64% rise in income tax due to increased
PBT led to aslight decline in the growth of its profit
for the period by +107.71% from N135.44bn in HI1
2023 to N281.33bn in H1 2024. Analysts observed
that the group's profit margin fell from 22% in H1
2021 to 16% in H1 2024, highlighting the
consequences of the group’s rising operating
costs. Analysts expect the Holdco to focus on a
tougher cost containment strategy to prevent
profit erosion. A further breakdown of the group’s
costs showed that interest expenses accounted
for 59%, operating expenses accounted for 31%,
and personnel expensesfor10% (see chart 2).
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Financial Position

The group’sfinancial position improved in H12024,
as total assets rose by +75.50% to N36.60trn from
N20.85trn in H12023. This was driven by a +122.10%
rise in Investment security and a +61.03% rise in
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loans and overdrafts to N10.09trn and N12.28trn,
respectively. The HoldCo's customer deposits rose
+60.79% to N20.11trn in H12024 from N12.51trn in H1
2023, driven by improved retail banking. Increased
profit transmitted to higher, which grew by
+101.40% retained earnings to N891.83bn,
supporting the shareholder's equity to N2.84trn in
H12024 (see table 2).

Table 2

FINANCIAL POSITION Q

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

Total Assets 20,853.27 36,596.70
Loans and Advances 7,623.27 12,275.73
Investment Securities 4,542,40 10,088.54
Customers Deposit 12,508.13 201m2.29
Shareholders Equity 1,731.49 2,837.43
Share Capital 17.77 17.77
Retained Earnings 442.81

ancial Statement, Prosh;

Financial Ratio.

Increased gross earnings improved the group'’s
profitability ratios as return on equity and return
on asset rose to 24.60% and 2.00% in H1 2024 from
19.30% and 1.60% in H12023, respectively. The high-
interest rate environment sustained growth in net
interest margin, rising to 5.10% in H1 2024.
However, the cost-of-funds (CoF) and the cost-of-
risk (CoR) climbed to 2.00% and 7.20%,
respectively. The group has been able to adopt
and proactively reduce its non-performing loans
(NPLs) to 2.70% while increasing its loans-to-
depositratio (LDR) to 61.04% (see table 3).

Table 3
FINANCIAL RATIO

H12023 H12024

- -
Return on Equity 19.30% 24.60%
Return on Asset 1.60% 2.00%
Net Interest Margin 3.80% 5.10%
Cost of Risk 1.00% 2.00%
Cost of Fund 4.90% 7.20%

Cost to Income 60.70% 60.40%

Loan to Deposit 60.95% 61.04%

2.80% 2.72%

Proshare.

Valuation.

The group's price-to-earnings (P/E) ratio
dropped to 2.49x in H12024 from 4.44x in H1
2023 as earnings per share (EPS) growth
outpaced market reaction. Similarly, the

Access Holdings Plc H1 2024 Result: Gross Earning Grows over N2 trillion, Reducing the Sting of Rising Operating Costs.

price-to-book value (P/BV) ratio fell to 0.24x
in H1 2024 from 0.34x in H1 2023, indicating
that investors value the firm at NO.24k for
every N1.00k book value (seeillustration ).

llustration 1

VALUATION Q

HI 2023 H12023
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Share Price Movement.

The group started the year bullish, with its share
price rising from N23.55k on January 02,2024, to a
peak of N30.00k on January 19, 2024. The share
price rally seized by mid-January as investors mull
over the potential share price dilution due to the
recapitalisation exercise and windfall tax. The
share price trended downward, reaching a
support level of N16.00k by April 25, 2024. By May,
the share price slightly increased but still gave a
negative YTD return of -14.69% as of October 02,
2024, behind the industry index return of 3.16%
(seechart 3).

Chart 3
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Peer Analysis.

The decomposition of Tier 1 banks'
performance in H1 2024 reaffirmed the
famous quote that ‘"bigger is not
necessarily better’. The industry's top 3 by
assets and earnings saw profit fall behind
banks with lower assets and gross earnings,
revealing a faculty operational structure.
While analysts acknowledge that banks'
commitmenttotechnology integration and
elevated energy costs has put significant
pressure on operating expenses, diverting
away from a Bric and Mortal structure
paved the way for banks like GTCO, to hedge
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the headwinds (GTCO with around 235
branches relative to other banks with over
500 branches).

In absolute numbers, Access Corp had the
highest gross earnings at N2.20trn and the
lowest PBT at N348.92bn, while GTCO was
the second lowest gross earnings at
N1.39trn but was the only bank to achieve a
trillion PBT in H1 2024. This pattern is also
reflected in financial ratios such as CIR and
Net interest margin, where GTCO and
Zenith Bank led, with Access taking the last
leg behind ETlI and FBNH. UBA had the
highest credit exposure among the six
banks, with an NPL of 6.18%, above the 5%
regulator’s statutory requirement. In
contrast, Access Corp had the lowest credit
exposure with a 2.72% NPL ratio. Based on
market perception, GTCO's market
capitalisation stood out at 1.39trn with the
lowest P/E ratio of 1.40x, followed closely by
Zenith Bank at 1.19trn market cap and 1.94x
P/E ratio. At the same time, UBA had the
highest P/E at 2.52x. GTCO's cost
containment strategy reestablishes that
banking is quickly migrating beyond
buildings and asset size and is concerned
with service agility and flexibility; banking is
increasingly becoming more about
solutions to customers’ journey experiences
than their bright and shiny buildings (see
illustration 2).
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Closing Thoughts

The expectation of further monetary tightening
locks Nigerian banks into an increased earnings
cycle. The broader interest margin and higher
investment returns will increase interest and non-
interestincome to cushion higher operating costs.
Therefore, Access Corp’s gross earnings and
profitability rally will persist in subsequent
quarters but will be threatened by asset quality
risk, high operating costs, and higher cost of funds
andrisk.

For further updates on , follow

the company

For feedback and further information, kindly
contactresearch@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
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