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Significant Earnings Opportunity: Dividend Yield Strategy 3
The Strategy

❖ Equities Market Raring to Go!: Coming off the tail of a sublime FY’20 performance (the Nigerian Stock Exchange – NSE was the best performing Exchange in the year) with the All Share Index –ASI

appreciating by 50.03% YoY, the domestic bourse seems to be raring to go on another rollercoaster in FY’21. Activities thus far at the equities market in FY’21 have been buoyed by instances such

as the rising prices of global crude oil benchmarks, investors expectation of impressive earnings/corporate action releases and a renewed perception of the continued persistence of low yields

at the fixed income space (after an initial early-in-the-year scare of a possible sharp rise in yields).

❖ Dividend-Based Investing still Attractive: Buoyed mainly by the aforementioned low-yield syndrome at the fixed income space and the superfluity of financial system liquidity that is further

building up (additional liquidity of c.₦125bn hit the system on 13-Jan-21 due to matured Treasury Bills – T Bills that were redeemed and not re-issued), we remain inclined that a dividend yield

investment strategy remains key to most investors to help enhance the earnings return on their investment portfolios in the short term (three months horizon). This is so, especially as most

short-term money market/savings deposit returns are still wallowing around the zero percent mark. We note that the expected dividend yield on some key stocks when annualized over a 3-

month duration (to the period of general dividend payment), offer better returns when compared to the current yield on the existing T Bill instrument for the 3-month tenor at 0.31% per annum.

Below is a table focusing on a select universe of dividend paying stocks which are fundamentally sound and have the potential for further capital appreciation in the period.
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Analysis of Expected Dividend Yield on Key Stocks

2019 2020

S/N Stocks
Price @           
15-Jan-21

Interim 
Dividend (₦)

Final Dividend     
(₦)

Interim Dividend 
(₦)

Final Expected Dividend   
(₦)

Final Expected Dividend 
Yield

Annualized 
Yield

1 JBERGER 19.25 2.00 2.00 10.39% 41.56%

2 AFRIPRUD 7.00 - 0.70 - 0.70 10.00% 40.00%

3 CONOIL 21.00 - 2.00 - 2.00 9.52% 38.10%

4 ZENITHBANK 26.30 0.30 2.50 0.30 2.50 9.51% 38.02%

5 UCAP 5.29 - 0.50 - 0.50 9.45% 37.81%

6 UBA 9.25 0.20 0.80 0.17 0.80 8.65% 34.59%

7 VITAFOAM 9.05 - 0.42 - 0.70 7.73% 30.94%

8 GUARANTY 33.05 0.30 2.50 0.30 2.50 7.56% 30.26%

9 FIDELITYBK 2.77 - 0.20 - 0.20 7.22% 28.88%

10 DANGCEM 237.00 - 16.00 - 16.00 6.75% 27.00%

11 WEMABANK 0.75 - 0.04 - 0.04 5.33% 21.33%

12 DANGSUGAR 20.80 1.10 1.10 5.29% 21.15%

13 FBNH 7.60 - 0.38 - 0.38 5.00% 20.00%

14 STANBIC 44.00 1.00 2.00 0.40 2.00 4.55% 18.18%

15 FCMB 3.23 - 0.14 - 0.14 4.33% 17.34%

16 WAPCO 23.80 1.00 1.00 4.20% 16.81%

17 ACCESS 9.70 0.25 0.40 0.25 0.40 4.12% 16.49%

18 SEPLAT 540.00 15.35 18.03 - 18.03 3.34% 13.35%

19 NESTLE 1,505.00 25.00 45.00 25.00 45.00 2.99% 11.96%

20 MTNN 170.00 2.95 4.97 3.50 4.97 2.92% 11.69%

*VITAFOAM already declared a FY'20 dividend of 70kobo/share with Qualification date of 12-Feb-21   **JBERGER Bonus issue of 1 for 5 in FY'19
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Significant Earnings Opportunity: Dividend Yield Strategy 3
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 3-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 91-day T Bill at 0.31% per annum and as such are expected to be the toast of most PFAs for a short-term investment play for better returns

on substantial liquidity inflows.

❖ Liquidity Glut plus Low Yield Boost: With the domestic bourse still enjoying the benefits of not too recent monetary policy pronouncements such as the drop in the Monetary Policy Rate

(MPR) from 12.50% to 11.50% (Asymmetric Corridor changed to +100/-700bps from +200/-500bps) and the reduction in the interest rates on Savings Deposit to a minimum of 10% of the MPR (from

30%), we note that the sustenance of excess liquidity in the system may just be a further impetus to a continued positive equities market. Market expectations of a swift hike in fixed income

yield levels in Q1’21 is now met with cautious pessimism, as huge volume redemptions in the T Bills space and the Federal Government of Nigeria (FGN) seeming unwillingness to re-issue bonds

enough to match expected coupon inflows in Jan-21 are likely pointers that yields might remain at current levels for a while (albeit with a little hike). Based on the foregoing, we anticipate that

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 stocks with attractive dividend yields which presently outstrip returns at the money market and Open Market Operation (OMO) space.

❖ Most Stocks Still Trade Below Pre-COVID Levels: The negative investor sentiments witnessed during the market rout in H1’20 and which brought the equities market to its knees have abated

considerably, as the worst seems to have been put behind us. However, we note that most stocks currently trade around double-digit discounts to their pre-COVID price highs and as such still

afford savvy investors the opportunity of maximizing possible capital appreciation potentials on these stocks.

❖ Crude Oil Price Relative Highs: The current price highs of global crude oil benchmarks (in relation to their FY’20 lows) remain a big driver to the expected positive performance of the local

bourse in FY’21, all things being equal. Having shown a positive correlation with global crude oil prices over the years, we expect that the NSEASI will still enjoy positive sentiments in the near

term especially buoyed by the recent additional 1 million barrel per day production cut agreed to by Saudi Arabia (starting from Feb-21 production) in a bid to keep crude oil prices around recent

highs.
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