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Unilever Nigeria Plc
Up for Grabs: Ride the rebound at 10.3% div yield!

® In our report dated March 2, 2009, we did express our bullish stance on UNILEVER
premised on our outlook for the company, and our conviction of the company’s
restructured business operations. The Company’s business model and sector play
made it a viable candidate in our defensive investment theme.

e The 2008 Audited Results, made available today, showed significant “earnings

surprises” and a staggering dividend declaration of N0.68k, with Closure and
payment dates of April 27, 2009 and May 25, 2009 respectively.

Exhibit 1: Forecast vs. actual performance

Variables Forecast Actual Surprise (+/-)
EPS (N) 0.55 0.69 25.5%
Payout 90.00% 98.55% 9.5%
Dividend (N) 0.50 0.68 37.4%
Sales per share (N) 9.80 9.89 1.0%
Margin 5.61% 6.97% 24.3%

Source: Meristem Research Forecast, Company’s Actual (2008FYE Accounts)
® Though revenue inched up by 10%, the results revealed a robust earnings growth

of 102% on the back of a strong rebound in margin to 6.95% (vs. 2007: 3.79%).

Exhibit 2: UNILEVER NIGERIA PLC

AUDITED ACCOUNTS FOR THE YEAR DECEMBER 31, 2008

PERIOD 2008 2007 Absolute CHG Growth
TURNOVER (N'b) 37.40 33.90 3.50 10.32%
PBT (N'b) 4.10 2.00 2.10 105.00%
TAX (N'b) -1.50 -0.72 -0.78 109.21%
PAT (N'b) 2.60 1.28 1.32 102.65%

Net Profit Margin 6.95% 3.79%
Industry Conglomerate Shares outstanding (bn) 3.78
Year end 31-Dec Market Cap (NGN’bn) 24.99
Current Price (NGN) 6.61 EPS (NGN) 0.69
52-week hi (NGN) 27.51 SPS (NGN) 9.89
52-week lo (NGN) 5.62 P/E (x) 9.61
Beta B (Volatility Index) 1.25 P/S (x) 0.67

Source: NSE & Meristem Research
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e While the full year performance dwarfs our expectations, we remain cautious to the
extent that the key drivers of performance are fairly in line with our underlining
assumptions.

e At current price (N6.61 as of Thursday, March 2009); UNILEVER valuation looks
compelling for strong investment consideration at a dividend yield of 10.3% and
current P/E of 9.61x. Besides, the current price is severely oversold at 17%
premium over historical low of N5.62k.
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e Overall, we reiterate our OVERWEIGHT position on the stock for dividend and
potential capital appreciation.

Exhibit 4: Potential target prices

Sensitivity of target price to dividend yield scenarios

12-Month target dividend yield 6.00% 7.00% 8.00% 9.00%
Potential target price (N) 11.33 9.71 8.50 7.56
Upside Potential 71.5% 47.0% 28.6% 14.3%

Meristem Research Estimate
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Appendix

Analyst’s Certification and Disclaimer

This research report has been prepared by the research analyst(s), whose name(s) appear(s) on the cover of this report. Each
research analyst hereby certifies, with respect to each security or issuer covers in this research that:

(1) all of the views expressed in this report accurately reflect his or her personal views about any and all of the subject securities or
issuers (the Issuer); and

(2) no part of any of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this report. Research analysts’ compensation is determined
based upon activities and services intended to benefit the investor clients of Meristem Securities Limited (the Firm). Like all of the
Firm’s employees, research analysts receive compensation that is impacted by overall Firm profitability, which includes revenues
from other business units within the Firm.

(3) each research analyst and/or persons connected with any research analyst may have interacted with sales and trading personnel,
or similar, for the purpose of gathering, synthesizing and interpreting non-material non-public or material public market
information.

As at the date of this report, any ratings, forecasts, estimates, opinions or views herein constitute a judgment, and are not
connected to research analysts’ compensations. In the case of non-currency of the date of this report, the views and contents may
not reflect the research analysts’ current thinking. This document has been produced independently of the Issuer. While all
reasonable care has been taken to ensure that the facts stated herein are accurate and that the ratings, forecasts, estimates, opinions
and views contained herein are fair and reasonable, neither the research analysts, the Issuer, nor any of its directors, officers or
employees, shall be in any way responsible for the contents hereof, and no reliance should be placed on the accuracy, fairness or
completeness of the information contained in this document. No person accepts any liability whatsoever for any loss howsoever
arising from any use of this document or its contents or otherwise arising in connection therewith.

Important Disclosure

Analysts’ Compensation: The equity research analysts responsible for the preparation of this report receive compensation based
upon various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm
revenues, which include revenues from, among other business units, Investment Banking.

Legal entity disclosures: Meristem Securities Limited is a member of The Nigerian Stock Exchange and is authorized and
regulated by the Securities and Exchange Commission to conduct investment business in Nigeria.

Investment Ratings

Fair Value Estimate

We estimate stock’s fair value by computing a weighted average of projected prices derived from intrinsic and relative valuation
methodologies. The choice of relative valuation methodology (ies) usually depends on the firm’s peculiar business model and what
in the opinion of our analyst is considered as a key driver of the stock’s value from a firm specific as well as an industry
perspective. However, we attach the most weight to discounted cash flow valuation methodology.

Ratings Specification
BUY:  Fair value of the stock is above the current market price by at least 20 percent
HOLD: Fair value of the stock ranges between -20 percent and 20 percent from the current market price.

SELL: Fair value of the stock is more than 20 percent below the current market price.

Copyright 2008 Meristem Securities Limited. All rights reserved. This report or any portion hereof may not be reprinted, sold or
redistributed without the written consent of Meristem Securities Limited.

124, Norman Williams Street, South West, Ikoyi, Lagos, Nigetia
Email: research@meristemng.com, website: www.meristemng.com
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