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As geopolitical tensions persist, banks globally have had to
manage operations in an environment of deepening uncertainty.
The consequences of the uncertainties have been mixed, as
geoeconomic fragmentation has slowed growth in some regions
A Market Intelligence and and accelerated it in others. On the African continent, military
interventions in West African politics have raised political tension
but ironically improved the economic outlook as the new military
leaders steer the economies along different paths.
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= Ecobank Transnational Incorporated (ETI) was caught in the

middle of the muddy economic situation like other global
and continental financial institutions in 2023. However, the
continental deposit money bank was able to brave the
storms and produce a decent half-year result despite the
different economic outlooks across Africa. In West Africa,
Anglophone countries had modest economic growth and a
tendency towards a mild post-COVID-19 economic recovery.
Francophone West Africa was slightly more troubled by a
domino of military coup d'etat.

East Africa showed strong economic growth, with South
Africa appearing to be less economically charitable as South
Africa had to deal with the consequences of frequent energy

Got Recalcitrant Debtors and Worried blackouts and slowing economic growth. During this, ETI
about Recoveries? had to deal with many currency management issues. The
Take Action Now! huge FX revaluation gains realised from the exchange rate

aggregation adopted on June 14, 2023, helped cushion the
spiralling operating costs, significantly boosting

N rofitability.
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ETlI's half-year 2023 financial performance
exhibited gains of a diversified business model as
strong regions such as CESA, UEOMA, and Nigeria
business segments conveniently swallowed the
Anglophone West Africa (AWA) deficiency. This
ensured the strong footing of the group, with top-
line and bottom-line growing by +38.14% and
+37.87% to N695.71bn and N150.22bn, respectively.
Interestingly, the group's corporate & investment
banking growth outran consumer and
commercial banking at 31.19% versus 13.45% and
5.33%, respectively, indicating less reliance on
retail banking as corporate & investment banking
contributed 50% of the group’s total earnings in H1
2023.The strong earnings cushion rising costs and
boost asset quality, with cost to income down to
54.30% and ROE up to 27% (the highest in five
years).

The Pan-African Bank has survived several
geopolitical risks ranging from Mali, Guinea, Chad,
Liberia, Sudan, Ghana and many more. The recent
Ghana debt servicing distress took a mild toll on its
Anglophone West Africa performance, with PBT
stumbling by -23.1% as net revenue slipped by -
1.9%, pushing ROE down from 28.3% in H1 2022 to
26.4% in 2023. While the group was still recovering
from the Ghana exposure, the Niger's Coup posed
another threat to performance in Francophone
West Africa (UEMOA) region. During the lender’s
Investor call, its management mentioned that the
Niger Republic accounts for only 1.87% of its total
asset and 1.5% of gross loans and advances,
suggesting a small exposure and the impact
should be insignificant to francophone
performance in Q3 2023. Analysts noticed
hyperinflation in Zimbabwe and South Sudan
generated a net monetary loss of US$62m, slightly
diluting the group’s pre-tax profit.

Beyond the profitability metrics, the group’s
financial position improved, with loan
disbursement soaring by +103.9% to N8.03trn,
customer deposits up by +76.83% to N14.71trn and
total assets rounding up at N20.45trn, higher than
N11.41trn in H1 2022. This shows higher retail
penetration and presence dominance in the
African continent. The group’s focus on credit risk
management paid off in adherence to the target
non-performing loans (NPL) of between 5% and
6% as the NPL ratio settled at 5.5% in H1 2023 from
6.2%in H12022.

The group's price-to-earnings ratio (P/E) stood at
0.05x in H12023, lower than most tier 2 banks. This
suggests that market perception is lower than the
actual earnings, hinting possible hidden value
opportunities.

Ecobank Group H12023: Gliding Above Geopolitical Risk as Gross Earnings Rises by +38.14%.

Key Highlights in H12023.

@ Interestincome rose +40.56% to N445.90bn in
H1 2023 from N317.23bn in H1 2022 compared
to 60.22% growth in interest expense to
N178.89bn in H12023.

@ Pre-tax profit grew +37.87% to N150.22bn in H1
2023 from N108.96bn in H12022 while post-tax
profit rose by +36.10% to N105.22bn in H12023.

@ Loans and advances to customer was up
+104% to N8.03trn in H12023 from N3.94trn in
H12022.

@ Retained earnings stood at N523.30bn in H1
2023, up by +139.73% from N218.29bn in HI
2022.

@ Depreciation and Amortization increased by
+9.10% to N23.09bn in H12023 from N21.16bn in
H12022.

@ ETI's customer deposit spiked by +76.83% to
N14.71trn in H12023 from N8.32trn in H12022.
Total equity inched up by +62.03% from
N823.24bnin H12022 to N1.33trn in H12023.

@ The group’s total assets increased by +79.13%
to N20.45trn in H1 2023 from N11.41trn in H1
2022.

@ ETI's Earnings per share improved to N319.26k
in H12023from N220.93kin H12022.

Key Highlights in Q2 2023.

@ Interestincome rose by +48.16% to N238.66bn
in Q2 2023 from N161.09bn in Q2 2022 while
interest expense grew by +72.00% to N94.31bn
in H12023

@ Operating Expenses grew by +37.65% from
N106.99bn in Q22022 to N147.28bnin Q22023
Total operating income improved by +43.12%
to N283.09bn in Q2 2023 from N197.81bn in Q2
2022

@ ETI'simpairment charges dropped by -33.63%
to N17.93bn in Q2 2023 from N27.02bn in Q2
2022.

®@ The group's Profit before tax and post-tax
increased by +62.64% and +65.99% to
N92.52bn and N64.72bn from N56.89bn and
N38.99bn respectively.

@ Fees and commission up by +25.17% to
N71.01bnin Q22023 from N56.73bnin Q22022.

ETI's Share Price Movement

In H1 2023, the ETl's share price generated a year-
to-date (YTD) return of 143%, supported by the
upturn from April to June. Initially, the share price
exhibited mild volatility between January and
March, hovering between N10.00k and N13.00k.
However, the fluctuating uptick pattern
decelerated in mid-March, reaching a support
level of N10.55k on March 28, 2023. Following the
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group's announcement of dividends on March 30,
2023, the share price pulled into a bullish trend,
rising from N11.25k on March 31,2023, to N15.20k on
June 30,2023 (seechart]).

ETI'S SHARE PRICE MOVEMENT FROM
JANUARY - JUNE, 2023
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Gross Earnings

ETI's gross earnings saw its highest growth in five
years in H12023, rising by +38.14% from N503.63bn
in H1 2022 to N695.71bn, leveraging the global
high-interest environment and higher investment
returns. The group’s diversified structure could
repress Nigeria's twin policy impact, Ghana's
Eurobond default exposure and rising operating
expenses. A breakdown of the group’s gross
earnings showed that 50% of the group’s earnings
stemmed from Corporate & Investment Banking,
Commercial Banking contributed 26%, and
Consumer Banking had 24%, showing earnings
came from interest and non-interest income. The
Group's gross earning was driven by a +40.56%
growth in interest income, a +19.76% rise in fees
and commission income, and a +127.13% growth in
other operating income. Central, Eastern and
Southern Africa region (CESA) contributed the
most to the group's income at 32%, followed
closely by Francophone West Africa (UEMOA) at
28%. Anglophone West Africa (AWA) generated
23%; the third, Nigeria region contributed 13%,
while International came behind Nigeria at 3%.

The group’s revenue grew less by 17.6% in dollars to
$1.43bn in H1 2023 from $1.22bn in H1 2022 (see
chart2)
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Profitability

The Pan-African bank's PBT grew by +38% to
N150.22bn in H1 2023, up from N108.96bn in HI
2022, leveraging growth in UEMOA, Nigeria, and
CESA regions. The strong performance from the
trio region (UEMOA, Nigeria, CESA) could cover
Anglophone’s PBT decline of -23%. Anglophone’s
poor performance can be attributed to currency
weakness and reduced non-interest revenue. Due
to the reduced profit, AWA lost its position as the
highest contributor to total group PBT, slipping to
the third position at 24% behind UEMOA and CESA
at 36% and 34%, respectively. In comparison,
Nigeria's contribution rose to 7%. Across the
business segment, Corporate & Investment
Banking made more profit by contributing 59%,
seconded by Commercial Banking at 22% and
Consumer Banking at 19%. The group's post-tax
profit leapt by +36.1% to N105.22bn in H1 2023 from
N7731bn in Hl 2022 despite the +42.5% rise in
taxation (see chart 3).

ETI'S PBT H12019-2023 (N'BN)
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Impairment Charges Vs Non-Performing
Loan Ratio

The fragile business environment across the
group’s operations made impairment charges
maintain an upward trajectory over the years,
rising from N20.68bn in H1 2019 to N50.46bn in H1
2023. During this period, the +86.64% growth in
impairment charges on other financial assets
raised the overall expected credit loss despite the -
32.56% decline in impairment charges on loan
advances and N38.66bn recoveries. This indicates
that the risk of default on loan advances has
reduced while the aggressive global rate hikesand
strained debt repayment have intensified asset
risk; for instance, Ghana's debt restructuring
contributed to the +157% spike in Anglophone’s
impairment charges on financial assets.
Meanwhile, the higher recoveries and lower loan
defaults improved NPL to 55% in H1 2023 from
9.8% in H12019, close to the statutory requirement.
Analysts observed the group could achieve a lower
default rate by leveraging francophone and
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anglophone regions with npl of 1.60% and 3.40% to
conceal 8.220% and 5.50% recorded in Nigeria and
CESAregions (seechart 4).

Chart 4

ETI'S IMPAIRMENT CHARGE VS NPL H12019-2023 (N'BN, %)
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Cost-to-income

Despite the sticky inflation across business
environments, ETlI wrestled down the cost-to-
income ratio to 54.30% in H1 2023 from 56.00% in
H1 2022. The moderation was possible as
operating income grew by +33.40% to N506.06bn
over +29.74% growth in operating expenses at
N274.88bn. This shows an improved cost-
optimization, especially with the anglophone,
francophone, and CESA regions having a CIR
lower than 50%, suppressing Nigeria’'s CIR of
73.30%. Historically, the Nigeria region has
struggled with ballooning operating costs, with
CIR at 80% in H1 2022 but has fallen to 73.3% in HI1
2023 despite the government policy reforms that
heightened inflation (see chart 5).

Chart 5
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Return on Equity

ETI's equity return rose to 27% during this period,
the highest in five years. This reflects an efficient
utilization of shareholders’ funds that improved
profitability. Across the regions, CESA contributed
the highest at 28.8%, followed by UEMOA at 27.9%,
and AWA came before Nigeria at 26.4% despite
dropping from 28.3% in H12022, while Nigeria had
9.6%, higherthan 4.7%in H12022 (see chart 6).
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Chart6
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ETI's Regional Performance

ETI has continued to thrive despite its dominance
in African countries exposed to high political risk.
The diversification has suppressed the exposure
over the years, making its operation stay afloat as
strength in a region covers for the deficiency in
others. This period was not an exception, with
CESA, Francophone and Nigeria concealing the
lapses recorded in Anglophone countries.
Nigeria's business segment continued its recovery
journey, achieving the highest Pre-tax profit
growth of 81%, lowering cost-to-income to 73.30%,
and increasing ROE t0 9.6% in H12023. The growth
in profitability came from a $20m one-off non-
cash adjustment on loans previously sold to
AMCON under non-interest income and +37.10%
rise in net interest income. Also, non-performing
loans dropped to $179m, improving the NPL ratio
to 8.2% in H1 2023 from 15.5% in H1 2022.
Surprisingly, the region had a loan-to-deposit ratio
of 68%, higher than the statutory requirement
(65%), thus exempting the business segment from
CRRdebitsfrom CBN.

Central and Eastern Africa (CESA) had the highest
ROE at 28.8% as net revenue and PBT grew by 30%
and 32% to $364m and $141m, respectively. The
region demonstrated an efficient cost-optimizing
skill, with CIR down to 40.79% in H1 2023 from
477% in H1 2022. The lowest across the regions,
followed closely by Anglophones and
Francophones at 47.20% and 48.10%, while Nigeria
had the highest at 73.30%.

Francophone (UEMOA) contributed 35.7% of the
group'stotal PBTin H12023,an improvement from
32.7%in H12022. The region bypassed the currency
weakness by multiplying its interest income and
non-interest revenue to grow net revenue to
$314m in H12023. The region maintained high loan
recoveries and a low bad loan profile, with NPL at
1.6%, slightly higher than 1.5% in H12022. Across the
regions, UEMOA had the lowest NPL, followed by
AWA and CESA, while Nigeria had the highest at
8.2%.

Anglophone region has yet to escape the rapid
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currency depreciation and Ghana's Eurobond
default impact. The region’s top-line and bottom-
line earnings slipped by -2% and -23% to $263m
and $100m in H1 2023, driven by +124% growth in
impairment charges on financial assets and lower
non-interest income. The non-performing loans
increased to $51m, pushing the NPL ratio to 3.4%
from 2.4% (seeillustration ).

lllustration 1

ETI'S REGIONAL PERFORMANCE IN H1 2023

Net Revenue Growth PBT Growth

cEsA
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Closing Thoughts.

ETI's large presence in different African regions
has supported its profitability. The ability to
recover from regional shocks reflects resilience
across geo-economic areas. However, the recent
rapid deterioration in the group’s resident country
might begin to affect their performance. The
military coup in Gabon and Niger could squeeze
revenue wallet in Central, Eastern & Southern
Africa (CESA) and Francophone West Africa
(UEMOA). Analysts noticed the group's presence
in hyperinflationary economies (Zimbabwe &
South Sudan) led to a monetary loss of US$62m in
H12023, diluting profitability. This exposure might
accelerate with the fragile status of emerging
African countries in 2023, considering that the
World Bank expects growth in emerging
economies to slow to 2.9% in 2023. The group
should focus on risk management across all
continental regions as it drives cost optimisation
in Nigeria. The West African country has struggled
with high operating expenses stemming from
high cost of funding, which has kept the cost-to-
income ratio above 70% compared to other
regions with below 50%.

Ecobank Group H12023: Gliding Above Geopolitical Risk as Gross Earnings Rises by +38.14%.

Related Items..

1. Ecobank Group Unveils ‘A Better Way, A Better
Africa’ Brand Campaign at the TotalEnergies
CAF Africa Cup of Nations Cote d'lvoire 2023.

2. Ecobank Group Signs Its First Sustainability-
Linked Loan for US$200m With a Syndicate of
European Development Finance Institutions
Led by Proparco.

3. Ecobank Group Declares N182.92bn PAT in Q3
2023 Results,(SP:N16).

4. EcobankGrouptoAudit Q32023 Results.

5. Ecobank Group CEO Identifies Diversified
Business Model and Commitment to Serving
its Customers as Responsible for its Resilient
Balance Sheet.

6. Ecobank Transnational Incorporated Plc
Declares N105.22bn PAT in Q2 2023
Results,(SP:N16.45Kk).

7. Resolutions Passed at Ecobank Group's 35th
AGCM and EGM.

8. Ecobank Group FY2022 Result: Diversified
Asset Structure Cushions Ghana's Bond
Defaultas PAT grew 7%.

9. Ecobank Group Declares N40.41bn PAT in QI
2023 Results,(SP:N11.00k).

10. Fitch Affirms Ecobank Transnational
Incorporated at'B-'; Outlook Stable.

1. Ecobank Group Declares N156.55bn PAT in
FY2022 Results; Proposes 0.11cents Final
Dividend,(SP:N10.55k).

12. Ecobank Transnational Incorporated
Approves Audited Results.

13. Ecobank Transnational Incorporated to Hold
Board Meeting on February 24,2023.

14. Ecobank Transnational Incorporated to File
2022 Audited Financial Statements Within 60
Days After Year-end.

15. Ecobank Transnational Incorporated 9M 2022
Result: Bank Sells-off Nigerian Loans as Net
income Grows +17.4%.

16. Ecobank Transnational Incorporated Plc
Declares N117.41bn PAT in Q3'22 Results, (SP:
N10.10k).

Nigeria's Capital Market Report 2023 \ -,.‘fr’
Working Towards a Fit-for-purpose Y >
Capital Market: Issues, Insights,
and Strategy.
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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 mentionedin thereport.

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/CEQ 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 coommentary on
economic, financial, and business developments.
While the partners and acknowledged references are
responsible for their work, the reportissued is designed
todocument facts.
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This report was published on January 23, 2024, and is
based on the best publicly available information at that
time. The PDF version was created on March 25, 2024.
For commments, feedback, and updates, kindly send us
ane-mail viaresearch@proshare.co. Thankyou.
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