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Significant Earnings Opportunity: Dividend Yield Strategy 2
The Strategy

❖ Equities Market in Familiar Terrain: Similar to the sentiments that played out last year wherein the equities market for most part of the year witnessed negative investor sentiments, the

Nigerian equities market so far in 2020 has also witnessed its fair share of downturn as the resultant global ruckus from the pandemic still sweeps across financial markets. However, just as the

equities market held significant inherent value for savvy investors amidst the mire during the FY’19 downturn, we note that a well played investment strategy will culminate in good returns even

in the current market state.

❖ Revisiting the Grail of Dividend-Based Investing: It is based on the above that we yet again postulate the dividend yield strategy to help enhance the earnings return on investment portfolios in

the short term (six to twelve months horizon), especially as (i) there are no immediate positive economic indications in sight, (ii) most short term money market/savings deposit returns are

currently crawling towards the zero percent mark and (iii) recent price rallies at the domestic bourse seem to be driven majorly by news/policy inflows that trickle into the market space from

time to time. We note that the expected dividend yield on some key stocks when annualized over a 6 to 7-month duration (to the period of dividend payment), offer better returns when

compared to the current yield on the existing Treasury Bill instrument for the 6-month tenor at 1.35% per annum. Below is a table focusing on a select universe of dividend paying stocks which

are fundamentally sound and have the potential for good and swift capital appreciation in the event of a full-fledged equities market upturn.
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Analysis of Expected Dividend Yield on Key Stocks

2019 2020

S/N Stocks
Price @            

30-Sep-20
Interim 

Dividend (₦)
Final Dividend     

(₦)
Interim 

Dividend (₦)
Final Expected 
Dividend   (₦)

Final Expected 
Dividend Yield Annualized Yield

1 UCAP 3.33 - 0.50 - 0.50 15.02% 25.74%

2 AFRIPRUD 4.71 - 0.70 - 0.70 14.86% 25.48%

3 ZENITHBANK 17.85 0.30 2.50 0.30 2.50 14.01% 24.01%

4 CONOIL 15.25 - 2.00 - 2.00 13.11% 22.48%

5 UBA 6.20 0.20 0.80 0.17 0.80 12.90% 22.12%

6 JBERGER* 16.05 2.00 2.00 12.46% 21.36%

7 DANGCEM 142.90 - 16.00 - 16.00 11.20% 19.19%

8 FIDELITYBK 1.85 - 0.20 - 0.20 10.81% 18.53%

9 GUARANTY 28.05 0.30 2.50 0.30 2.50 8.91% 15.28%

10 DANGSUGAR 12.40 1.10 1.10 8.87% 15.21%

11 WEMABANK 0.54 - 0.04 - 0.04 7.41% 12.70%

12 FBNH 5.20 - 0.38 - 0.38 7.31% 12.53%

13 VITAFOAM 6.00 - 0.42 - 0.42 7.00% 12.00%

14 WAPCO 15.00 1.00 1.00 6.67% 11.43%

15 FCMB 2.19 - 0.14 - 0.14 6.39% 10.96%

16 ACCESS 6.70 0.25 0.40 0.25 0.40 5.97% 10.23%

17 STANBIC 40.50 1.00 2.00 0.40 2.00 4.94% 8.47%

18 SEPLAT 400.00 15.35 18.03 - 18.03 4.51% 7.73%

19 MTNN 129.00 2.95 4.97 3.50 4.97 3.85% 6.60%

20 NESTLE** 1175.00 25.00 45.00 - 45.00 3.83% 6.57%

*JBERGER Bonus issue of 1 for 5 in FY’19                   **NESTLE is expected to declare a Q3'20 interim dividend at the release of its Q3'20 financials                                                                                   The list is not exhaustive
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Significant Earnings Opportunity: Dividend Yield Strategy 2
The Rationale

❖ Majority of the stocks in the universe are Pension Fund Administrator (PFA) investible stocks: The expected final dividend in the projected horizon is premised on the basis that the same final

dividend issued on these stocks in FY’19 will be paid for FY’20, if not more. Taking the 6-month wait period before most FY’20 dividend declarations occur into contest, most of these stocks

have annualized yields above the current yield on the 182-day Treasury Bill (T-Bill) at 1.35% per annum and as such are expected to be the toast of most PFAs as we round up FY’20.

❖ CBN Policies Continue to Bolster Equities: Decisions and monetary policy responses by the Central Bank of Nigeria (CBN) to the current economic lull in the country have in recent weeks given

the equities market a positive boost. We opine these have started translating to the resurgence of interests from major domestic institutional investors as well as a handful of foreign

participants. In early Sep-20, interest rates on Savings Deposit was reduced to a minimum of 10% of the Monetary Policy Rate (MPR). This was followed by the lessening of the MPR by the

Monetary Policy Committee (MPC) from 12.50% to 11.50% later in the month with the Asymmetric Corridor changed to +100/-700bps from +200/-500bps. Amongst many resulting positives for

the equities market, (i) yields at the fixed income space are expected to remain low into the short to medium term horizon (ii) cost of funds for Deposit Money Banks (DMBs) should reduce as

such resulting in earnings boost, and (iii) big ticket domestic institutional investors and foreign portfolio investors (especially those that are presently locked within the economy due to strict FX

provisioning for their desired fund repatriations) will further sieve the market for low hanging fruits with attractive dividend yields which presently outstrip returns at the money market and

Open Market Operation (OMO) space.

❖ Stocks Still Trading Below Pre-COVID Levels: The negative investor sentiments witnessed during the market rout and which brought the equities market to its knees is gradually abating, as the

worst seems to have been put behind us. Also, expectations are rife that the ongoing re-opening of the economy should boost corporate earnings going forward and as such savvy investors

will further take positions in fundamentally sound stocks especially as most bellwethers still trade below their Pre-COVID levels and carry significant capital appreciation values.
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