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STERLING FINANCIAL HOLDINGS COMPANY PLC

PAT surge on NIM expansion

Sterling Financial Holdings Company Plc (NGX: STERLINGNG)
concluded FY’25 on a strong note, recording an 80.0% YoY jump in
Profit After Tax (PAT) in its unaudited financial results. The stellar
performance was underpinned by a sharp jump in interest income
(c.77.6% of gross earnings), which benefited from a robust expansion
in Interest-Earning Assets (IEAs). Additionally, abated cost pressures
and an increasing Non-Interest Revenue (NIR) contributed favourably
to the impressive outing.

The 31.0% YoY growth in IEAs mirrored the recorded 29.0% YoY
increase in gross loans to N1.5 trillion and a 38.9% YoY rise in debt
instruments to N674.0 billion. These changes collectively contributed
to a 42.8% YoY jump in interest income to N369.6 billion as asset yield
improved by 1.6ppts YoY to 18.0%. Interest expense also increased,
albeit at a slower pace of 29.6% YoY, resulting in a marginal 0.3ppts
uptick in cost of funds to 4.8%. Notably, STERLINGNG deleveraged
high-cost funding sources by completely settling its deposits from
banks, as well as its issued debt securities. As a result, Net Interest
Income (NII) jumped by 55.0% YoY to N208.9 billion, while the Net
Interest Margin (NIM) rose 1.7 ppts to 10.2%.

Elsewhere, NIR closed higher (+57.3% YoY), following broad-based
growth across net fees and commission income (+32.2% YoY), trading
income (+97.4% YoY), and other operating income (+69.3% YoY). In
terms of operating costs (OPEX), a 74.9% YoY increase in wages and
salaries drove a 35.7% YoY rise to N198.4 billion. However, owing to a
stronger 55.7% YoY rise in operating income, Cost-to-Income Ratio
(CIR) moderated to 62.8% (vs 72.1% in FY’24).

On asset quality, Cost-of-Risk (CoR) accelerated to 1.9% (vs 0.7% in
FY’24) due to N15.8 billion in impairment charges recorded in Q4'25.
This brought the total for FY'25 to N26.8 billion, reflecting a 148.1%
YoY increase.

Overall, FY’25 performance translated to a marginal increase in
earnings per share (EPS), which closed at N1.57, up from N1.51 in
FY’24, following an expanded weighted average number of
outstanding shares (from 29.0 billion in FY'24 to 50.1 billion in FY'25).
Furthermore, profitability metrics also improved, with ROAA and
ROAE increasing by 0.7ppts and 3.7ppts to 2.1% and 21.6%,
respectively.
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FY'25 Earnings Breakdown

N'billion FY'25 FY'24 Yo
Gross Earnings 476.5 326.8 45.8%
Interest income 369.6 258.8 42.8%
Interest expense (160.7) (124.0) 29.6%
Net interest income 208.9 134.8 55.0%
Loan Loss Expenses (26.8) (10.8) 148.1%
Non-interest income 106.9 68.0 57.3%
Operating Expenses (198.4) (146.2) 35.7%
Profit before tax 90.7 45.9 97.8%
Income tax expense (12.1) (2.2) 453.0%
Profit for the period 78.6 43.7 80.0%
Ratio Analysis

Net Interest Margins (NIM) 10.2% 8.5%

Cost of Risk (CoR) 1.9% 0.7%

Cost-to-income (CIR) 62.8% 72.1%

ROAA 2.1% 1.4%

ROAE 21.6% 17.9%

EPS (Naira) 1.57 1.51

P/B (x) 0.9x

10-yr average P/B (x) 0.5x

Q4'25 Earnings Breakdown

N'billion Q4'25 Q4'24 Yo
Gross Earnings 134.8 89.7 50.4%
Interest income 107.1 69.7 53.8%
Interest expense (41.3) (27.8) 48.4%
Net interest income 65.8 41.8 57.4%
Loan Loss Expenses (18.7) (3.6) 415.2%
Non-interest income 27.7 20.0 38.5%
Operating Expenses (55.1) (36.6) 50.7%
Profit before tax 19.8 21.7 -8.7%
Income tax expense (3.4) (0.2) 1496.3%
Profit for the period 16.3 21.4 -23.8%

Click here for results
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The research analyst(s) denoted by an on the cover of this report certifies (or, where multiple research analysts are primarily

responsible for this report, the research analysts denoted by an “*” on the cover or within the document individually certifies, with respect
to each security or issuer that the research analyst(s) cover in this research) that: (1) all of the views expressed in this report accurately
articulate the research analyst(s) independent views/opinions, based on public information regarding the companies, securities, industries
or markets discussed in this report. (2) The research analyst(s) compensation or remuneration is in no way connected (either directly or
indirectly) to the specific recommendations, estimates or opinions expressed in this report.

Analysts’ Compensation: The research analyst(s) 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 and Asset Management.

Investment Ratings

CardinalStone employs a 3-step rating system for equities under coverage: Buy, Hold, and Sell.
Buy > +15.00% expected share price performance

Hold +0.00% to +14.99% expected share price performance

Sell < 0.00% expected share price performance with weak fundamentals

A BUY rating is given to equities with strong fundamentals, which have the potential to rise by at least +15.00% between the current price
and the analyst’s target price

An HOLD rating is given to equities with good fundamentals, which have upside potential within a range of +0.00% and +14.99%,

A SELL rating is given to equities that are highly overvalued or have weak fundamentals, where potential returns of less than 0.00% are
expected between the current prices and the analyst’s target prices.

A NEGATIVE WATCH is given to equities whose fundamentals may deteriorate significantly over the next six (6) months, in our view.

A POSITIVE WATCH is given to equities whose fundamentals may improve significantly over the next six (6) months, in our view

S S Sell Hold Negative Watch
% of total recommendations 75% 11% 14% 0%
% with investment banking relationships 0% 0% 0% 0%

Valuation and Risks: Please see the most recent company-specific research report for an analysis of valuation methodology and risks on
any security recommended herein. You can contact the analyst named on the front of this note for further details.

Frequency of Next Update: An update of our view on the company (ies) would be provided when next there are substantial
developments/financial news on the company.

Conflict of Interest: It is the policy of CardinalStone Partners Limited and its subsidiaries and affiliates (individually and collectively

referred to as “CardinalStone”) that research analysts may not be involved in activities that suggest that they are representing the interests
of Cardinal Stone in a way likely to appear to be inconsistent with providing independent investment research. In addition, research
analysts’ reporting lines are structured to avoid any conflict of interests. For example, research analysts are not subject to the supervision
or control of anyone in CardinalStone’s Investment Banking or Sales and Trading departments. However, such sales and trading
departments may trade, as principal, based on the research analyst’s published research. Therefore, the proprietary interests of those
Sales and Trading departments may conflict with your interests.
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Company Disclosure:

CardinalStone may have financial or beneficial interest in securities or related investments discussed in this report, which
could, unintentionally, affect the objectivity of this report. Material interests, which CardinalStone has with companies or in
securities discussed in this report, are disclosed hereunder:

Company Disclosure

STERLING FINANCIAL HOLDINGS COMPANY PLC E,H

a. The analyst(s) holds personal positions (directly or indirectly) in a class of the common equity securities of the Company.
b. The analyst(s) responsible for this report, is a board member, officer, or director of the Company.

c. The analyst(s) or their associates have any family or close personal relationships with employees, directors, or key
stakeholders of the Company.

d. The analyst(s) has received gifts or benefits from the Company exceeding thresholds during the past 12 months.

e. The analyst(s) have materially relied on unaudited or third-party data provided directly by the Company in preparing this
report.

f. CardinalStone is a market maker in the publicly traded equities of the Company

g. CardinalStone has been lead issuing house/arranger or joint issuing house/arranger over the past 12 months of any
publicly disclosed offer of securities of the Company

h. CardinalStone beneficially owns 1% or more of the equity securities of the Company.

i. CardinalStone or a member of its management team (including officers, directors, or senior executives) beneficially owns
1% or more of the equity securities of the Company.

j. The Company owns more than 5% of the issued share capital of CardinalStone

k. CardinalStone or its affiliates have securities or derivatives thereof included in proprietary trading positions related to the
Company.

I. CardinalStone holds a major interest in the debt of the Company
m. CardinalStone has received compensation for investment banking activities from the Company within the last 12 months

n. CardinalStone intends to seek or anticipates receiving compensation for investment banking services from the Company in
the next 3 months

0. CardinalStone has received non-investment banking compensation (e.g., advisory) from the company within the last 12
months.

p. CardinalStone has received, or expects to receive, compensation from the Company for advisory or other services related
to the Company’s market activities in the next 12 months.

g. Shareholder and/or bond register(s) managed by CardinalStone Registrars Limited
r. The Company is a client of CardinalStone

s. CardinalStone or its affiliates, are subject to supervision, inspection, or enforcement by the Company in the ordinary
course of business.
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t. A member of management team (including board members, officers, or directors) is associated with the Company as a
board member, officer, or director.

u. CardinalStone or a senior management staff member is involved in ongoing regulatory matters, investigations, or reviews

involving the Company

v. The content of this research report has been communicated with the Company, following which senior management or
relevant executives at the company approved the report. However, no influence was exerted by the management team on
the content or recommendations.

Important Regional Disclosures

The analyst(s) involved in the preparation of this report may not have visited the material operations of the subject Company
(ies) within the past 12 months. To the extent this is a report authored in whole or in part by a Non-U.S. analyst and is made
available in the U.S., the following are important disclosures regarding any Non-U.S. analyst contributors: The Non-U.S.
research analysts (denoted by an * in the report) are not registered/qualified as research analysts with FINRA; and therefore,
may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on communications with a subject company,
public appearances and trading securities held by a research analyst account. Each analyst (denoted by an *) is a Non-U.S.
Analyst and is currently employed by Cardinal Stone.

Legal Entities

Legal entity disclosures: CardinalStone Partners is authorized and regulated by the Securities and Exchange Commission (SEC)
to conduct investment business in Nigeria.
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