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Company Overview 
 

HFC is a universal bank in Ghana with 26 branches across the country 

and total assets of GH¢595 million (as at 31.12. 2012).  

HFC, was initially incorporated as Home Finance Company Ltd in 

1990, but currently provides various banking services and a wide 

range of products. Notable among these is its provision of commercial 

and consumer loans, and mortgage & housing finance. The company 

currently has 5 subsidiaries, whose services span investment bank-

ing, brokerage, microfinance, real estate and private equity. HFC was 

listed on the Ghana Stock Exchange (GSE) on March 17, 1995, and is 

currently trading at a price of GH¢0.53 per share. 

The Bank is poised to pursue its vision to become the leading Retail and 

SME Bank in Ghana, and to strengthen its position in West Africa. 

HFC plans to participate in the financing of the oil and gas subsectors, 

infrastructural and residential real estate projects. Cocoa remains a 

major contributor to Ghana’s GDP and the bank intends to strengthen 

its presence in the country to respond to the needs of the industry. 

Following an approval from the Board of Directors, the bank is in the 

process of re-organizing its operations, which requires the establish-

ment of a holding company to acquire the subsidiaries of the bank. The 

new holding company structure therefore excludes the Bank which will 

now stand on its own, thereby eliminating the risks that the subsidiaries 

pose to its capital. The key objective is to improve efficiency and profit-

ability through shared services. 

HFC Bank has indicated that it will forge on to maintain its quality 

growth stance in the market to ensure that asset and earnings 

growth remain steady and sustainable, whiles building upon its valu-

able brand that shareholders remain proud of. 
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Recommendation 
 

We envisage a positive outlook for HFC’s net earnings for the 2013 full year (FY). The company’s fundamentals 

and balance sheet remain relatively strong on the back of impressive growth of deposits and the increase in 

shareholders’ funds in FY2012. This performance is expected to continue in Q2 2013 and FY2013 as evidenced 

by the 285% (y/y) growth in net earnings in Q1 2013, following a 42%(y/y) growth in net earnings for FY2012. 

The bank is expected to efficiently manage its loan book as it aggressively but strategically expand it. Also, in-

terest expense is forecasted to remain low on the back of the mobilization of cheaper deposits that are ex-

pected to translate into lower costs. Accordingly, a more aggressive position in advances is expected to culmi-

nate into higher interest income, fostering the general growth in its income lines as witnessed in FY2012.  

The impressive growth in net earnings coupled with the growing investor interest on the GSE is expected to 

amplify demand for the company’s shares in the short term. We are optimistic about the performance of HFC in 

the short term. Furthermore, we anticipate a better performance in the future as it reaps from its synergistic 

partnerships and further unearth its potentials to meet growing demands for financial and related services that 

will enhance shareholder value in the medium to long term. We recommend a BUY to the short term investor, 

and a HOLD for the medium-term. 

TOP 5 SHAREHOLDERS AS AT 

DEC 31, 2012
%

SSNIT 26.18

Aureos Africa Fund 23.23

Ghana Union Assurance Co. Ltd 10.19

Republic Bank Ltd 8.79

Union Bank of Nigeria PLC 8.44

TOTAL 76.83

Key Statistics (April 30, 2013)

Share Price (GH¢) 0.53

Market Capitalisation (GH¢’ m) 157.07

Total Issued Shares (million) 296.36

Earnings per Share (GH¢) 0.05

P.E (x) 10.2

Dividend Yield (%) 5.25
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Financial Performance 

HFC posted steady results for the full year ended December 31, 2012. The company registered a 14% (y/y) 

growth in net interest income which was mainly affected by a 21% (y/y) growth in interest expense as cost of 

funds increased, although interest income was up by 17% to GH¢69 million.   

The growth recorded for interest income was as a result of the combined effect of the increase in investments of 

Government Securities following the attractive rates on such treasury instruments; and the increase in the dis-

bursement of commercial loans during the period under review, as well as an increase in disbursement, and yield 

on mortgages. These growth chains were driven by the robust economy and the high interest rate regime that 

characterizes election years in Ghana and its resultant impacts. 

HFC registered impressive growth in operating income for the period under review. This was on the back of a 

62% (y/y) growth in Fees & Commissions in addition to a 17% growth in interest income, and other operating 

income soaring 119% higher (y/y). Operating income was GH¢71.31 million in 2012.  
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significant increase in the number of issued shares (in December 2012), 

return on average equity improved, albeit marginally, to 14.68%. Re-

turn on average Assets also improved from 2.71% to 2.99% in 2012. 

The bank’s management effort to improve efficiency yielded some re-

sults as interest cost to total income declined to 24.37 in 2012, as op-

erating expense to operating income also declined from 75% in 2011 to 

67% in 2012. Nonetheless, an increase in provisions to total income 

ratio from 2.89% to 5.82% dented the quality of the bank’s assets, 

with a resultant shaving off of some profit as impairment charge more 

than doubled in 2012. This performance is however not atypical, given 

the aggressive posture the bank adopted in growing its loan book. 

HFC Bank’s operations for the year 2012 culminated in a 42% growth 

in net earnings to GH¢15.42 million, despite an 18% increase in oper-

ating expenses, and  impairment loss more than doubling in the period 

under review.  

The balance sheet as at December 31, 2012 was healthy, with a 37% 

(y/y) growth in total assets to GH¢595 million, which was matched 

with a 29% growth in total liabilities to GH¢462 million. The growth in 

liabilities was driven mainly by the 32% leap in deposits as a result of 

the innovative marketing strategies the bank adopted to attract new 

customers and the re-branding exercise the bank undertook to refresh 

its presence. 

 

The bank adopted an aggressive posture as advances to customer in-

creased by 60% (y/y). This growth in advances was mainly due to the 

112% expansion of the loan book for private enterprises that the bank 

administered.  

Shareholders’ funds also experienced a 72% jump to GH¢132.95 mil-

lion, which is attributed to a 111% leap in stated capital following the 

successful completion of a GH¢50 million private placement that the 

bank undertook in the year under review. This exercise was in re-

sponse to a Bank of Ghana directive to all banks registered in Ghana 

to attain a minimum stated capital of GH¢60 million by 2012. 

Improvement in most key indicators confirmed the excellent perform-

ance put out by HFC (y/y). HFC’s profitability improved as evidenced 

by Net Profit margin increasing from 18.40% to 22.43%. Despite the  
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Stock Market Performance 

HFC bank has since October 1994 been a publicly listed company. The company has for the past five years 

showed inconsistent performance on the Ghana Stock Exchange (GSE). In 2008, the equity returned 15% growth 

on its share price. However, in the year 2009, the equity closed the year at its year open, registering no growth 

in terms of capital appreciation. Subsequently the share price dipped further in 2010 recording an annual loss of 

29%. The share price recovered, albeit slowly, registering a marginal growth of 2.3% in 2011. In 2012, HFC 

shares again closed the year at its year open, thus recording no capital appreciation. This performance was how-

ever against an overall market annual return of 23.8%. 

HFC’s performance in terms of annual returns has mainly been due to the company’s shareholding structure 

which is top heavy. Over 95% of its shareholding is held by its top twenty shareholders, with the top 5 holding 

approximately 77%. These are mainly institutional investors, who prefer to assume long positions, and thus do 

not engage in the day to day trade of their equity, hence the low volumes of trades recorded.  

The illiquidity in the company’s shares pushes some other investors to offer their shares at a discount, with rela-

tively low volumes, causing the company’s shares to plummet periodically. Also, the minority shareholders may 

have expectations of the potential performance of the company not been fully exhausted, and coupled with rela-

tively minimal capital appreciations, may not want to hold on with their investments for too long. However, the 

banks buy-back programme that is on-going has provided enough comfort to these minority shareholders with a 

cushion against downside risk.   

The bid—offer analysis for HFC for 2012 indicated an enormous supply over demand, and low investor interest. 

HFC closed the year 2012 trading at a forward (annualized) Price-Earnings (P/E) multiple of 10.9 times, which 

was above the average of its peers which stood at 7.8 times as at December 31, 2012. Nonetheless, closing the 

year 2012 at a Price-Book Value of 1.72 times indicates that the equity is fairly valued and is trading at a share 

price which is almost twice its intrinsic value. Furthermore, the company is currently (as at April 30, 2013) trad-

ing at a forward P/E of 10.2x (based on 2012 financials), which compares favourably with the industry average of 

9.2x, and the overall market average of 15.2x. 

HFC Bank also paid interim and final dividend for the 2012 financial year, leading to a dividend yield of 5%, which 

compares favourably with its industry peers averaging at a dividend yield of 4.8%. HFC shares has consistently 

provided its equity shareholders with additional income on an annual basis with regards to dividends. 

 

Analyst Opinion 
 

Positive synergies are expected from the implementation of the banks medium term plans. The real estate sub-

sidiary (HFC Realty) together with the mortgage finance department are expected to respond swiftly to efforts to 

suffice the housing deficit in the country, as the microfinance division (HFC Boafo) competitively increases its 

market share in the SME market. Also, interest expense is anticipated to grow at a slow pace on the back of the 

mobilization of cheaper deposits. The partnership with Republic Bank is expected to position the bank competi-

tively in the corporate banking business. These will among others, positively impact on a marked growth in Net 

fees & commissions income. 

The investment management subsidiary (HFC Investments) is expected to substantially grow funds under man-

agement and this will symbiotically impact on brokerage commissions following the gradual roll-out of operations 

with regards to the new pension act, Act 766. The financial advisory wing is expected to render services, including 

listing of particularly SMEs -following the establishment of the Alternative Market by the GSE-, as well as broker-

ing debt financing for potential capital seekers.  

Operating income is thus projected to grow by approximately 35% culminating into a bottom-line growth of about 

60% (y/y) for 2012FY. This is expected to be backed buy a stronger growth across all income lines. Strong asset 

growth of 25% is projected on the back of a 20% growth in advances and a 25% growth in deposits as a result of 

aggressive marketing strategies, participation in key sectors of the economy and more branch expansions. 
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Despite the GSE-CI YTD gain of 49.79% compared to HFC’s shares which have returned a YTD gain of 17.78% 

(26.04.13), there existing investor demand for the Bank’s Shares as the bid offer ratio currently stands at 1:1, 

slightly skewed towards bids. The bank’s impressive Q1 2013 performance (285% (y/y) growth in PAT), coupled 

with a dividend yield of 5% and a favourable P/E of 10x are expected to sustain interest in the company in the 

short term. Active participation of the bank’s strategic partners, and the positive synergies its operational strate-

gies will unearth, will further augment the valuable HFC brand and enhance shareholder value.  

We recommend a BUY in the short- term and a HOLD in the medium-to-long- term.  
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Financial Highlights (2008—2012) 

 
Historical Profit & Loss Account 2008 2009 2010 2011 2012

GH¢' m GH¢' m GH¢' m GH¢' m GH¢' m

Interest Income 35.68               49.20              54.42        59.00        68.77        

Interest Expense (17.85)              (27.46)            (21.59)       (19.26)       (23.30)       

Net Interest Income 17.83               21.75              32.83        39.74        45.46        

Net Fees & Commissions 4.68                  6.42                7.40           10.44        16.93        

Other Operating Income 0.07                  1.73                2.06           4.06          8.91          

Operating Income 22.58               29.89              42.29        54.24        71.31        

(Charge)/Credit for Bad and Doubtful Debts (2.41)                (2.00)               (2.00)         (2.22)         (5.57)         

Other Income 4.03                  1.72                2.87           3.16           1.02           

Total Operating Expenses (15.88)              (22.58)            (29.76)       (40.71)       (47.94)       

Net Operating Profit 8.32                  7.04                13.40        14.47        18.82        

Profit Before Tax 8.32                  7.04                13.40        14.47        18.82        

Tax (2.30)                (1.27)               (4.76)         (3.62)         (3.39)         

Profit After Tax 6.01                  5.77                8.64           10.85        15.42        

Balance Sheet Highlights 2008 2009 2010 2011 2012

GH¢' m GH¢' m GH¢' m GH¢' m GH¢' m

Advances 142                   160                 179            206            330            

Total Assets 379                  261                364           435           595           

Deposits 85                    123                157           230           312           

Total Liabilities 350                  228                292           358           462           

Stated Capital 17                    45                   45             45             95             

Total Shareholders Funds 28.45              33.42             71.80       77.20       132.95     

Disclaimer: This report is not an offer or a solicitation to buy or sell the equities mentioned herein, and is provided solely for the information of clients of HFC Bank and its subsidiaries who are expected to make their own 

investment decisions without relying solely on this report. The accuracy and completeness of the information presented herein are not guaranteed and HFC cannot be held liable for any loss arising from the use of such informa-

tion. Investments fluctuate in price and value, and neither the investment, nor the return on the investment is guaranteed. Past performance is not necessarily a guide to future performance. HFC, or persons included in the 

preparation or issuance of this material may from time to time, buy or sell the securities mentioned herein. HFC and its affiliates may from time-to-time have a consulting relationship with a company being reported upon. This 

may involve the provision of corporate finance services and acting as the company's official or sponsoring broker. All opinions and estimates included in this report constitute our judgment as of that date and are subject to 

change without notice. HFC-BSL is licensed by the Securities and Exchange Commission (SEC) Ghana, and the Ghana Stock Exchange (GSE) as a broker dealer and investment advisory firm. 
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