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Confidential Rating

Stanbic IBTC Holdings Plc acknowledges and agrees that this confidential credit rating and the related reports are for its
sole benefit and information and may not be disclosed except to Stanbic IBTC Holdings professional advisors who are
bound by appropriate confidentiality obligations or as otherwise required by law or regulation. If a confidential credit
rating or its existence becomes public, S&P Global Ratings reserves the right to treat the credit rating as a public credit
rating, including, without limitation, publishing the credit rating and this report.

Overview

— S&P Global Ratings revised its outlook on Nigeria to stable from negative on Aug. 4,2023, based
on reform initiatives.

— We do not rate financial institutions in Nigeria above the sovereign foreign currency sovereign
ratings, due to the direct and indirect effect sovereign stress would have on banks' operations
and creditworthiness. At the same time, we assess Stanbic IBTC Holdings’ group credit profile
higher than the sovereign’s creditworthiness because of its resilient performance through the
cycle.

— We therefore revised our outlook on Stanbic IBTC Holdings Plc to stable from negative and
raised our long- and short-term national scale ratings to ‘ngBBB/ngA-2".
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Rating Action

JOHANNESBURG (S&P Global Ratings) Aug. 14, 2023--S&P Global Ratings today said it revised its
outlook on Stanbic IBTC Holdings Plc to stable from negative. At the same time, S&P Global
Ratings affirmed its ‘B-/B’ global scale ratings on the entity and raised its national scale ratings to
‘ngBBB/ngA-2’. For full details of the rating actions, see "Ratings List" below.

Rationale

The rating action follows the outlook revision on the foreign currency rating on Nigeria (see
"Nigeria Outlook Revised To Stable From Negative On Reform Initiatives; ‘B-/B’ Ratings Affirmed,"
published Aug. 4, 2023, on RatingsDirect).

Our outlook revision on the sovereign to stable from negative followed a series of early reforms by
President Bola Tinubu who was sworn in on May 29, 2023, including removal of fuel subsidies and
securitization of the government’s large central bank funding at a lower interest rate.

The exchange rate adjusted sharply following the announcement of the liberalization of the
exchange rate regime with the currency depreciating to NGN780:US$1 from NGN460:US$1. In its
fight against inflation, which averaged 18.8% in 2022, the Central Bank of Nigeria (CBN) raised its
benchmark rate by another 50 bps to 18.75% in July 2023 and maintained the minimum cash
reserve requirement (CRR) at 32.5% although it lowered this ratio to 10% for merchant banks. The
CBN’s discretionary cash debits of banks will continue to constrain lending growth and
optimization of net interest margins. Nigerian banks are largely funded by customer deposits
although small banks tend to rely on wholesale funding. Real lending expansion will likely be held
back by high inflation and interest rates.

The CBN's naira and U.S. dollar liquidity management has created distortions in the banking
sector, which in turn have had negative implications on banks' cost of funding and risk-adjusted
returns. That said, we expect the banking sector’s profitability will remain in line with its 2022
strong performance with return on average equity of about 16% for 2023. Banks' balance sheets
are long on the U.S. dollar, and a naira depreciation will lead to additional earnings. At the same
time, a currency depreciation will result in higher risk-weighted assets and reduce capitalization
for the sector. We believe banks’ regulatory capitalization is generally less at risk today than in
2016 but we do not exclude pressure on individual banks’ capitalization in the case of a prolonged
weakening of the Nigerian naira.

The banking sector is exposed to short credit cycles and high credit risks amid currency
depreciation and Nigeria's high dependence on hydrocarbons, which leads to concentration and
energy transition risks. The banking sector has material exposure to the oil and gas sector,
averaging about 30% of total loans. Banks' credit losses outperformed our normalized loss
estimates in 2022, at about 1.5% of total loans for rated banks. We expect credit losses will inch
higher and average 2% in 2023, while the nonperforming loans (NPL) ratio will deteriorate to 5.7%
in 2023 (above the 5% regulatory limit), amid high inflation and interest rates.

We do not rate financial institutions in Nigeria above the foreign currency sovereign ratings, due to
the direct and indirect effects that sovereign distress would have on banks' operations. We assess
Stanbic IBTC Holdings’ group credit profile higher than the sovereign’s creditworthiness because

of the group’s resilient performance through the cycle. We however, believe Stanbic IBTC Holdings’
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operations would be significantly affected in the event of a sovereign default. However, we raised
our national scale ratings on the entity to reflect its resilient performance through the economic
cycle despite a challenging operating environment and the support from its parent, Standard Bank
Group. Our national scale ratings consider the ‘ngBBB+/ngA-2’ sovereign national scale ratings as
the highest benchmark and reflect the relative ranking of banks' creditworthiness in Nigeria.

Outlook

The stable outlook on Stanbic IBTC Holdings Plc reflects that on Stanbic IBTC Bank PLC. Any rating
action on the bank would prompt a similar action on Stanbic IBTC Holdings.

Downside scenario

We would lower the ratings on Stanbic IBTC Holdings Plc over the next 12 months if we took a
similar action on the bank.

Upside scenario

We would take a positive rating action on Stanbic IBTC Holdings Plc over the next 12 months if we
took a similar action on the bank, all else being equal.

Related Criteria
— General Criteria: National And Regional Scale Credit Ratings Methodology, June 8, 2023
— General Criteria: Hybrid Capital: Methodology And Assumptions, March 2, 2022

— Criteria| Financial Institutions | Banks: Banking Industry Country Risk Assessment
Methodology And Assumptions, Dec. 9, 2021

— Criteria| Financial Institutions | General: Financial Institutions Rating Methodology, Dec. 9,
2021

— General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10,
2021

— General Criteria: Group Rating Methodology, July 1, 2019

— Criteria| Financial Institutions | General: Risk-Adjusted Capital Framework Methodology, July
20,2017

— General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017

— General Criteria: Ratings Above The Sovereign--Corporate And Government Ratings:
Methodology And Assumptions, Nov. 19, 2013

— General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

Related Research

— Nigeria Outlook Revised To Stable From Negative On Reform Initiatives; ‘B-/B’ Ratings Affirmed,
Aug. 4,2023

— Banking Industry Country Risk Assessment: Nigeria, Dec. 5, 2022
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Ratings List

***************StanbiC|BTCHOldingSPLC**************

Upgraded
Stanbic IBTC Holdings Plc

Issuer Credit Rating

To

From

Nigeria National Scale

ngBBB/--/ngA-2

ngBBB-/--/ngA-3

Ratings Affirmed; Outlook Action

Stanbic IBTC Holdings Plc

To

From

Issuer Credit Rating

B-/Stable/B

B-/Negative/B
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No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be
modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of
Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-
party providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or
availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use
of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS
OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM
BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR
HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or
consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by negligence)
in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information
from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.
Rating-related publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not limited to, the
publication of a periodic update on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P
reserves the right to assign, withdraw or suspend such acknowledgement at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the
assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

S&P may receive compensation forits ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate
its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.spglobal.com/ratings (free of charge), and www.ratingsdirect.com
(subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information about our ratings fees is
available at www.spglobal.com/usratingsfees.

Australia:

S&P Global Ratings Australia Pty Ltd holds Australian financial services license number 337565 under the Corporations Act 2001. S&P Global Ratings' credit ratings and
related research are not intended for and must not be distributed to any person in Australia other than a wholesale client (as defined in Chapter 7 of the Corporations Act).
Japan:

Confidential ratings are related business (kanren gyomu) and are not subject to regulations pertaining to credit rating business under the Financial Instruments and Exchange

Act (Act No. 25 of 1948) or any ordinance made under it.

STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.
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