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The Strategy

❖ The equities market has for most part of the year witnessed negative investor sentiments, declining c.17.00% YtD. This in part is due to the drag in the overall growth of the economy which

resulted in fund outflows from the Nigerian equities market. Most of the remaining “big-ticket funds” within the domestic investment space are being channeled towards short-term fixed

income securities. Considering this, we postulate a dividend yield strategy to help enhance the earnings return on investment portfolios in the short term (six to twelve months horizon),

especially as there are no immediate positive economic and market indications in sight that can trigger general price rallies at the Nigerian bourse in the period. We note that the expected

dividend yield on some key stocks when annualized over a 6-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. Below is a table focusing on a select universe of high dividend yield stocks which are fundamentally sound and have the potential for good and

swift capital appreciation in the event of an equities market upturn.

❖ Other fundamentally sound stocks, albeit with not so good expected dividend yields (i.e. annualized below 12.50%) have been included for comparison.

Analysis of Expected Dividend Yield on Key Stocks
2018 2019

S/N Stocks
Price @           

06-Nov-19
Interim 

Dividend (₦)
Final Dividend     

(₦)
Interim 

Dividend (₦)
Expected Final 
Dividend   (₦)

Expected Final 
Dividend Yield Annualized Yield

1 ZENITHBANK 17.35 0.30 2.50 0.30 2.50 14.41% 28.82%

2 UCAP 2.16 - 0.30 - 0.30 13.89% 27.78%

3 AFRIPRUD 3.95 - 0.50 - 0.50 12.66% 25.32%

4 CAP 25.55 - 2.90 - 2.90 11.35% 22.70%

5 DANGCEM 147.90 - 16.00 - 16.00 10.82% 21.64%

6 UBA 6.30 0.20 0.65 0.20 0.65 10.32% 20.63%

7 GUARANTY 26.25 0.30 2.45 0.30 2.45 9.33% 18.67%

8 FCMB 1.74 - 0.14 - 0.14 8.05% 16.09%

9 VITAFOAM* 3.55 - 0.25 - 0.25 7.04% 14.08%

10 FIDELITYBK 1.76 - 0.11 - 0.11 6.25% 12.50%

11 WEMABANK 0.60 - 0.03 - 0.03 5.00% 10.00%

12 FBNH 5.45 - 0.26 - 0.26 4.77% 9.54%

13 MTNN 123.00 - 5.48 2.95 5.48 4.46% 8.91%

14 STANBIC 37.80 1.00 1.50 1.00 1.50 3.97% 7.94%

15 NESTLE 1150.00 20.00 38.50 - 38.50 3.35% 6.70%

16 ACCESS 8.35 0.25 0.25 0.25 0.25 2.99% 5.99%

17 SEPLAT 565.00 30.58 15.32 15.35 15.32 2.71% 5.42%

*Bonus issue of 1 for 5 in FY’18                                                                                             The list is not exhaustive.
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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’18 will be paid for FY’19, if not more. Taking the 6-month wait period before most FY’19 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 12.40% and as such are expected to be the toast of most PFAs as we round up FY’19.

❖ CBN Policy May Bolster Equities: Another market development which we envisage will aid the inflow of major Domestic Institutional investors into the Equities market in the short term is the

recent announcement by the Central Bank of Nigeria (CBN) of the exclusion of domestic individuals and corporates (non-bank) from participation in its Open Market Operations Bills (OMO

Bills) sales at both the primary and secondary markets. With just foreign portfolio investors and Deposit Money Banks (DMBs) left to tap the OMO market which comes at a premium to the

yield available on the corresponding tenured T-Bill, we expect that yield-seeking investors that are currently shut out of the OMO market will be more inclined to the dividend yield play as

against the current T-Bill yield environment. However, we note that a downside risk to this assumption is the recent climb in the Consumer Price Index (CPI) which in a way should translate to

increased yield at the T-Bill market as investors seek to keep real returns positive. Another downside to this is the slowdown of overall economic activities in the country which might continue

to dissuade investors (especially foreign portfolio investors) from keying into the domestic equities market in the projected period.

❖ Stocks Trading at Near 3-Year Lows: The negative investors’ sentiment witnessed thus far at the equities market have resulted in significant declines in the price of most fundamentally sound

stocks. Most stocks currently trade around their 2-3 Year price lows. We opine that the overall equities index currently sits at a sustainable support level and the general market performance

(especially that of fundamentally sound stocks) should steadily return to an uptrend.
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