Zedcrest Research

ZENITHBANK: Strong core income supports Zenith Bank’s Q12026
earnings growth
Zenith Bank Plc delivered a resilient but moderated performance in Q1'26, as solid
growth in core interest and fee income was partly offset by elevated operating costs
and margin pressures on profitability. Gross earnings rose by 5.3% y/y to 8¥976.0 billion
(Zedcrest estimate: N¥820.0 billion), supported primarily by steady expansion in
interest income, which accounted for ¢.89.1% of total earnings.

Interest income increased by 3.8% y/y to N¥869.0 billion (Zedcrest: 3¥842.0 billion),
underpinned by improved asset yields and stronger earnings from treasury
instruments. Meanwhile, interest expense declined by 4.7% y/y to N235.0 billion
(Zedcrest: ¥243.0 billion), reflecting continued optimization of the funding mix and a
moderation in cost of funds to 3.8%. Consequently, net interest income grew by 7.3%
y/y to ¥634.0 billion (Zedcrest: ¥599.0 billion), with net interest margin settling at
12.1%, highlighting sustained strength in core banking operations.

Non-interest income expanded strongly by 19.1% y/y to ¥106.0 billion (Zedcrest: N94.0
billion), driven by increased customer activity, higher transaction volumes, and robust
growth in fees and commissions. Additional support came from loan recoveries and FX
revaluation gains, which helped offset trading-related losses during the period.
Overadll, operating income rose to N¥740.5 billion (+8.8% y/y), reinforcing the bank’s
diversified revenue base.

However, cost pressures remained elevated, with operating expenses rising by 14.9%
y/y toN322.0 billion (Zedcrest: 8295.0 billion), largely driven by inflationary pressures,
regulatory costs, and a sharp increase in IT-related expenses. As a result, the cost-to-
income ratio deteriorated to 43.5%, reflecting declining operating efficiency despite
revenue growth.

On the balance sheet, Zenith Bank recorded solid loan growth, with total loans and
advances increasing by 8.9% to N11.38 trillion, while total deposits edged up modestly
by 0.6% to N24.47 ftrillion, indicating a stable but slower deposit mobilization
environment. The bank also continued to strengthen its funding structure, supported
by a higher CASA mix.

Asset quality remained broadly stable, with the NPL ratio unchanged at 3.8%, although
impairment charges rose, pushing the cost of risk slightly higher to 1.4%. This suggests
a cautious risk environment despite overall portfolio resilience.

Ultimately, profit after tax grew marginally by 0.7% y/y to ¥314.0 billion (Zedcrest:
N350.0 billion), reflecting the combined impact of strong revenue growth and rising
cost pressures. Earnings per share printed at N7.64 (vs N¥7.59 in Q1'25). Profitability
metrics showed mixed trends, with ROAA stable at 4.0%, while ROAE declined to 24.9%
(from 29.4% in Q1'25), indicating some dilution in shareholder returns.

Overadll, Zenith Bank’s Q1’26 performance highlights the strength of its core interest-
generating capacity and diversified income streams, even as rising operating costs
and modest margin compression weighed on bottom-line expansion. Sustained
balance sheet growth, funding efficiency, and cost discipline will remain key drivers of
performance going forward.

FY’26 outlook brightens for Zenith Bank as core income remains resillient

In light of Zenith Bank Plc’s Q1’26 performance, we have revised our full-year outlook
upward, projecting a robust financial showing for FY’26. Looking ahead to 2026, the
Group’s earnings outlook remains moderately positive, supported by continued topline
expansion albeit with near-term margin pressures. Gross earnings are projected to
rise significantly to ¥6.12 trillion from ¥4.19 trillion in 2025, driven by growth in interest
income to N4.00 ftrillion. However, this is expected to be partly offset by a sharp
increase in interest expense to N1.71 trillion, reflecting a still-elevated interest rate
environment and higher funding costs. As a result, net interest income is forecast to
decline to ¥2.29 trillion, indicating some compression in margins in the near term. On
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the non-interest side, net fees and commission income is expected to improve
modestly to N312.9 billion, supported by stronger transactional volumes. Overall,
profit after tax is projected to increase to N1.12 trillion, highlighting the Group’s
resilient earnings capacity despite pressure on core margins.

Following the release of Q1’26 earnings and the upward revision to our 2026
projections, we raise our target price to ¥143.05 (from ¥126.07) and maintain a HOLD
rating on ZENITHBANK, reflecting our view of balanced upside potential amid
sustained earnings resilience and a strong balance sheet position.
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ZENITHBANK Plc Q12026 Q12025 Change (%) estimate Variance
Income statement (3'Billion)
Gross earnings 976 927 5.3% 820 19.0%
Interest income 869 838 3.8% 842 3.2%
Interest expense (235) (247) -4.7% (243) -3.3%
Net-interest income 634 591 7.3% 599 5.9%
Non-interest income 106 89 19.1% 94 13.2%
Operating expenses (322) (280) 14.9% (295) 9.2%
Profit after tax 314 312 0.7% 350 -10.3%
Balance sheet (X'Billion) Q12026 FY 2025 Change (%)
Total loans and advances 11,382 10,449 8.9%
Total deposits 24,474 24,330 0.6%
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Important disclosure

This document is issued by Zedcrest Investment Managers Limited (“Zedcrest Wealth” or the
“Fund Manager”), an asset management firm registered with the Securities & Exchange
Commission (“SEC"), Nigeria.

This document is provided exclusively for the information of the recipient. It is not intended as,
and does not constitute, an offer or solicitation for the purchase of Units of any Fund or the
Securities of any Company. Recipients must inform themselves about and adhere to any
restrictions on the distribution of this document and the offering, sale, and trading of the
securities.

The information herein is confidential and intended solely for use by those to whom it is
addressed. It is not intended for public distribution and may not be reproduced, redistributed, or
published without the written permission of Zedcrest Wealth. Zedcrest Wealth, its advisers,
directors, employees, or affiliates do not accept any liability for the actions of third parties in this
respect.

Analyst certification
The research analyst(s) hereby certify that:
1.  The opinions and views expressed in this report are their genuine, independent
perspectives, based on publicly available information.
2. Their compensation is not directly or indirectly linked to the specific recommendations,
estimates, or opinions presented in this report.
In other words, the analyst(s) affirm that their research is impartial, unbiased, and free from any
potential conflicts of interest.

Ratings definitions

Buy: A 'Buy'rating is assigned to stocks that we believe are significantly undervalued, yet possess
robust fundamentals, and are expected to generate a potential return of at least 15.00% or more,
based on the difference between the current market price and our analysts' target price

Hold: A 'Hold' rating is assigned to stocks that we believe are fairly valued, with limited potential
for significant price movement, and are expected to generate a potential return within the range
of +5.00% to +14.99%, based on the difference between the current market price and our
analysts' target price

Sell: A'Sell' rating is assigned to stocks that we believe are overvalued, with deteriorating or weak
fundamentals, and are expected to generate a potential return of less than +5.00%, based on the
difference between the current market price and our analysts' target price.

Rating Suspended: This designation is assigned to a stock when we are unable to provide an
investment rating or target price due to insufficient fundamental data, or when legal, regulatory,
or policy restrictions prevent us from publishing a rating or target price.

Extra-normal situations: Our standard rating methodology does not apply in exceptional
circumstances where non-quantifiable factors and material considerations that cannot be
reliably estimated come into play. In such cases, our analysts may exercise professional judgment
to assign ratings that deviate from those expected under our standard methodology, taking into
account unique circumstances that cannot be fully captured by our quantitative approach.

Analyst’s compensation

The research analyst(s) who prepared this report are compensated based on a combination of
factors, including:

- The quality and accuracy of their research

- Client feedback and satisfaction

- Competitive market factors

- The overall performance and revenue of the firm, which includes contributions from Asset
Management, Securities Trading, Stock Broking, and other business units

This compensation structure is designed to align the analysts' interests with the firm's overall
success and the value delivered to clients.

Valuation and risks

For a detailed analysis of our valuation methodology and potential risks associated with any
recommended security, please refer to our most recent company-specific research report. If you
have any further questions or concerns, please don't hesitate to contact the analyst listed on the
front of this report

Frequency of next update
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We will provide an update to our view on the company when significant developments or financial
news occur, prompting a reassessment of our position.

Conflict of interest policy

Zedcrest Wealth and its affiliates maintain a policy ensuring research analysts' independence.
Analysts are not involved in activities suggesting representation of Zedcrest Wealth's interests in
a way that could compromise their impartiality. To avoid conflicts, analysts report to separate
lines, independent of Securities Trading, Wealth Management and Stock Broking departments.
However, these departments may trade based on published research, potentially creating
conflicting interests with clients.

General disclaimer

This research report is based on publicly available information considered credible by our
analysts. However, facts and views presented may not reflect information known to other
Zedcrest business. While reasonable care has been taken, Zedcrest Wealth its officers, and
employees disclaim responsibility for any errors or omissions. The report's accuracy, fairness,
and completeness have not been verified, and its contents should not be relied upon for
investment decisions.

Ratings, forecasts, and opinions are subject to change without notice and may not reflect future
performance. Past performance is not indicative of future results, and investments may fall or
rise due to various factors.

Zedcrest Weadlth and its affiliates shall not be liable for any losses arising from the use of this
report. This report provides general information only and does not constitute personal
investment advice. Investors should independently evaluate investment risks and suitability, and
all investment decisions are their sole responsibility. Any investment decisions should be based on
public information or offering documents, not this report. Zedcrest's other business units may
issue inconsistent trading ideas or recommendations.
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