STANDARD
APOOR’S

Global Credit Portal

RatingsDirect®

July 1, 2010

Research Update:

Nigeria's Zenith Bank PLC Outlook
To Stable On Financial Profile
Resilience; 'B+/B' Ratings Affirmed

Primary Credit Analyst:
Austen Koles-Boudreaux, London (44) 0207-176-7210;austen_koles-boudreaux@standardandpoors.com

Secondary Credit Analyst:
Matthew Pirnie, London (44) 20-7176-7238;matthew_pirnie@standardandpoors.com

Table Of Contents

Overview

Rating Action

Rationale

Outlook

Related Criteria And Research

Ratings List

www.standardandpoors.com/ratingsdirect 1
807285 | 301152927



Research Update:

Nigeria's Zenith Bank PLC Outlook To Stable
On Financial Profile Resilience; 'B+/B' Ratings

Affirmed

Overview

e Zenith Bank's financial profile has proved resilient to tougher operating
conditions in N geria, helping the bank stabilize its creditworthiness.

e W are revising the outlook on the ratings on Zenith to stable from
negative. At the sanme tinme, we are affirning the 'B+ B 1|ong- and
short-termcounterparty credit and 'ngA/ngA-1' N geria national scale
ratings.

» The stable outl ook on Zenith reflects our view that the bank's financi al
profile is proving conparatively resilient to the donmestic market turnoi
t hat began | ast year.

 Exposure to credit risk remains significant, given the bank's operating
environnent, but asset quality deteriorationis likely to remain
manageabl e. W al so expect financial performance to inprove in 2010,
after weakening in 2009.

Rating Action

On July 1, 2010, Standard & Poor's Ratings Services revised the outl ook on
Ni geri a- based Zenith Bank PLC to stable fromnegative. At the same tinme, we
affirmed the 'B+/ B long- and short-term gl obal -scale ratings and the

'"ngA/ ngA-1' national -scale ratings on the bank

Rationale

The outl ook revision reflects our view that Zenith's financial profile is
proving resilient to the tougher operating conditions in the Federal Republic
of Nigeria (B+/ Stable/B). This has hel ped the bank stabilize its
credi t wort hi ness.

Asset quality deterioration at Zenith has, in our view, been nanageabl e. Loan
portfolio deterioration has been | ess pronounced than that of domestic peers.
The rati o of nonperform ng |oans (including |oss, doubtful, and substandard

| oans) rose to approximately 6% of total |ending at year-end 2009 (2.0% at
year-end 2008). Coverage of problem | oans by reserves has al so renai ned
adequate, at 101% on Dec. 31, 2009.

Ear ni ngs were weakened in 2009 by a significant increase in |oan | oss

provi sioning charges and, during the first quarter of 2010, by reduced
interest earnings. This was partly alleviated by reduced expenditures.

Standard & Poor’s | RatingsDirect on the Global Credit Portal | July 1, 2010



Research Update: Nigeria's Zenith Bank PLC Outlook To Stable On Financial Profile Resilience; 'B+/B' Ratings
Affirmed

Operating conditions in the donestic market remain uncertain; however, we
still assume that Zenith's financial perfornance will inmprove in 2010 as
growh in |l ending volunes resunes and comercial nmargins stabilize. Credit

ri sk charges are also unlikely to exceed the amount incurred in 2009,
particul arly given managenment's focus on problem | oan collections, work-outs,
and recoveries.

The ratings on Zenith continue to be constrai ned by the hi gh econom ¢ and

i ndustry risks associated with operating in Nigeria, the bank's restricted
geogr aphi ¢ and busi ness diversification, high exposure to credit risk, and
deteriorated asset quality indicators. Factors which support the ratings

i nclude Zenith's | eading market position in high-end corporate banking in

Ni geria, solid funding and liquidity profile, and satisfactory capitalization
and reserves, which support the bank's |oss-absorption capacity. The ratings
on Zenith reflect the bank's stand-al one credit profile, and do not
incorporate any uplift for potential extraordinary support fromthe Nigerian
gover nnent .

Founded in 1990, Zenith is one of the |argest banks operating in Nigeria, with
total assets of Nigerian naira (NG\N) 1.81 trillion on March 31, 2010 ($11.96
billion, at NGN151.29 to $1). The bank focuses on private-sector banking with
traditionally higher-quality N gerian corporates and nultinational s—+eading to
a conparatively conservative risk profile relative to certain donestic peers.

Outlook

The stable outlook on Zenith reflects our view that the bank's financial
profile is proving conparatively resilient to the donestic market turnoil that
began | ast year. Exposure to credit risk remains significant, given the bank's
hi gh risk and narrow operating environment. That said, asset quality
deterioration is likely to remai n manageabl e. W al so expect financi al
performance to i nprove in 2010, after weakening in 2009. The bank's funding
and liquidity profile remains confortable, with capitalization still at a

sati sfactory |evel.

In the absence of any other relevant factors, were Zenith's |loan portfolio or
profitability to deteriorate meaningfully, with the knock-on effect these
factors could have on capital, it would put downward pressure on the ratings.
As Zenith's creditworthi ness al so depends on the ratings on N geria, any
negative action on the sovereign would lead to a similar action on Zenith, as
this could indicate deterioration in the donestic econony and i ncreased
pressure on the bank's financial profile.

Positive rating action is unlikely for the foreseeable future, and woul d
depend on the sovereign rating and i nprovenent in Zenith's operating
environnent, as well as on the bank's own ability to strengthen its financial
profile, particularly regarding asset quality.
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