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ZENITH BANK PLC

Outsized net impairment charge softens 9M’25
profitability

In its unaudited 9M’25 financial results, Zenith Bank Plc (NGX: ZENITHBANK;
TP: UR*) reported a weaker bottom line, as Profit Before Tax (PBT) and Profit
After Tax (PAT) declined by 8.5% and 7.6% YoY to N917.4 billion and N764.2
billion, respectively. The earnings contraction primarily reflected the outsized
impact of a significant loan impairment charge booked in Q2’25, alongside a
sharp drop in Non-Interest Revenue (NIR).

Gross earnings grew by 16.3% YoY to N3.4 trillion, underscoring the
resilience of the bank’s core business. Interest income surged 40.8% YoY to
N2.7 trillion, supported by strong growth in interest income from loans to
customers (+27.0% YoY) and treasury bills (+74.4% YoY). Although interest
expense rose by 22.2% YoY to N814.2 billion, the bank maintained a healthy
Net Interest Margin (NIM) of 12.8% (vs. 10.4% in 9M’24), as Net Interest
Income (NII) advanced 50.4% YoY to N1.9 trillion.

However, overall earnings were weighed down by a 37.5% YoY drop in NIR to
N534.8 billion, driven by a 59.5% decline in trading gains. In addition, the
steep increase in loan impairment charges — Q1’25: N35.9 billion, Q2'25:
N755.2 billion, Q3’25: N19.3 billion — significantly dampened profitability in
the period.

Consequently, the bank’s profitability softened as annualized ROAA and
ROAE moderated to 3.3% (vs 4.3% in 9M’24) and 23.3% (vs 37.8% in 9M’24),
respectively. Similarly, Earnings Per Share (EPS) fell by 29.4% YoY to N18.60,
reflecting the expanded equity base following its recapitalization efforts.

On a quarterly basis, Q3’25 performance was buoyed by a sharp decline in
net impairment charges to N20.7 billion (vs. N62.5 billion in Q3’24) and a
strong rebound in NIR (+81.0% YoY), supported by higher net fee &
commission income, foreign currency revaluation gains, and the reversal of
prior-period hyperinflationary losses. As a result, PBT grew 5.8% YoY to
N291.8 billion, though PAT declined 6.9% YoY to N232.0 billion, reflecting a
higher effective tax rate during the quarter.

*UR — Under Review
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9M'25 Earnings Breakdown
N'billion

Gross Earnings
Interest income
Interest expense

Net interest income
Net impairment charge
Non-interest income
Operating Expenses
Profit before tax
Income tax expense
Profit for the period
Ratio Analysis

Net Interest Margins (NIM)
Cost of Risk (CoR)
Cost-to-income (CIR)
Annualised ROAA
Annualised ROAE

EPS (Naira)

P/B

10-yr average P/B

9M'25
3,371.8
2,740.9
(814.2)
1,926.7
(781.5)
534.8
(762.6)
917.4
(153.2)
764.2

12.8%
10.8%
31.0%
3.3%
23.3%
18.60
0.6x
0.7x

9M'24
2,899.6
1,947.1
(666.4)
1,280.7
(477.8)
856.0
(656.1)
1,002.8
(175.6)
827.3

10.4%
5.6%
30.7%
4.3%
37.8%
26.34

A ()4
16.3%
40.8%
22.2%
50.4%
63.6%

-37.5%
16.2%
-8.5%

-12.7%
-7.6%

Q3'25 Earnings Breakdown

Gross Earnings
Interest income
Interest expense

Net interest income
Net impairment charge
Non-interest income
Operating Expenses
Profit before tax
Income tax expense
Profit for the period

851.1
901.7
(329.7)
572.0

(20.7)

(78.4)
(181.1)
291.8

(59.8)
232.0

797.7
797.7
(232.1)
565.6

(62.5)

(43.3)
(184.0)
275.8

(26.5)
249.3

6.7%
13.0%
42.1%

1.1%

-66.8%
81.0%
-1.5%
5.8%
125.2%
-6.9%

1,570.9
1,001.6
(238.1)
763.5
(711.4)
523.9
(301.2)
274.8
(54.5)
220.4

-45.8%
-10.0%
38.5%
-25.1%
-97.1%
NM
-39.9%
6.2%
9.7%
5.3%

Source: CaplQ, NGX, CardinalStone Research

Click here to see results
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https://doclib.ngxgroup.com/Financial_NewsDocs/45378_ZENITH_BANK_PLC-_QUARTER_3_-_FINANCIAL_STATEMENT_FOR_2025_FINANCIAL_STATEMENTS_OCTOBER_2025.pdf

Nigeria | Equity Research | Banks | Earnings Update

Disclosure

Analyst Certification

uxn

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

uxn

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.
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CardinalStone employs a 3-step rating system for equities under coverage: Buy, Hold, and Sell.
Buy 2 +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. However, for equities with potential returns of less than 0.00%, HOLD
ratings may be assigned if they have recent histories of strong earnings and/or their outlooks are favourable for the next 12 months, even
if they appear to be currently overvalued by the market.

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

aie By Sell Hold Negative Watch
% of total recommendations 56% 19% 26% 0%
% with investment banking relationships 0% 0% 0% 0%
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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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