Political activities slow down performance of banks

Overview Against all expectations, the relative peace assumed to have prevailed at last in the Niger-Delta region of the country last week proved in the week to be a graveyard peace. In the week, there was a renewed tension in the zone with the numbers of persons kidnapped increasing day by day.

This has brought to naught all efforts made by the government towards restoring lasting peace in the zone. By this action of the militants, the image of the country is continuously dented, relationship with some nations whose citizen were kidnapped has been threatened, income to the nation purse has been on downward trend and fuel scarcity has become a recurring decimal. 

To compound the susceptible political environment, bickering between the President and his Vice assumed a new dimension in the week with various allegations of embezzlement of funds meant for the suffering masses from both parties. 

This has been affecting the confidence of investors’ on the viability of investment in Nigeria because of the general skepticism being expressed on the coming election. The discovery of Direct Data Capture Machines in the residences of big party stalwarts across the country running into 10 in the week is a pointer to the fact that peoples’ wish may not be reflected in the election results expected at the end of April elections. 

The Bulls who have been ruling the market lost grip of the market between Tuesday and Friday. However, a total turnover of 2.1billion shares was traded in the week in 43,166 deals. All-Share Index appreciated by 0.9% to close at 35,896.31 while the market capitalization for the week closed at N4.90 trillion. This is against the last week market capitalization of listed equities which closed at N4.81 trillion in 41,358 deals. 

Banking Sector sustained its dominance on the floor during the week. In the week, it recorded 1.65 billion shares worth N17.82 billion in 6,992 deals. The volumes of shares traded in the sector were largely driven by shares of Wema Bank Plc, Fidelity Bank Plc and Afribank Nigeria Plc. 

These shares accounted for 48.01 % of the whole shares traded in the sector for the week. A total of 64 stocks appreciated in the week compared to 65 that appreciated last week.

First Bank of Nigeria Plc

The bears attempt to return to the market led to the major stocks shedding their share prices in the week. This is a major characteristic of the bears. First Bank of Nigeria Plc stock was not left out in the onslaught as it declined by 3.43% to close its share price at N36.89 as against N38.20 it closed with last week. 

The decline experienced by the stock in the week led to its market value which closed last week at N400.23 billion to swing down to N386.51 billion this week. Despite the decline in its price, the stock was more liquid in the week compared to last week. 

The present situation may be adduced to the frightening political environment which has suddenly made the investors' to be skeptical of their investment in the country. The stock has a probability of future appreciation given its primary trend and the annual cycle of its price, coupled with the approaching financial year end

Union Bank Plc

The price slump experienced on the Nigerian Stock Exchange floor during the concluded week did not exempt UBN stock as it declined by 4.45% to close its market price for the week at N27.49 as against N28.77 it closed with last week. The stock is also less liquid in the week as against last week. 

The market capitalization of the stock closed at a lower N365.27 billion in the week. This is compared to the N277.62 billion it closed with last week. With less than three months to the firm's financial year end which should have driven up the price, analysts viewed that the movement of the stock during the week was informed by the investors' reactions to the prevailing market and political environments. 

Zenith Bank Plc

Unlike last week, the stock swung downward during the concluded week. Despite its ATM Gallery and the outstanding financial result released last week. The stock could not withstand the onslaught of the bulls that stormed the market in the week which made its stock price to decline by 1.72% to close at N28.50 compared to close price of N29.00 last week. 

On market capitalization, the stock closed at N264.07 billion. Although the stock experience price decline, the primary trend of the stock indicates that it has higher probability of overcoming this week's shock by bouncing back to its appreciating trend 

The price trends of some selected banks are shown in figures 4-6 below. All of the stocks moved in the same direction with other big stocks in the industry with the exemption of Intercontinental Bank Plc which on weekly base analysis appreciated during the concluded week.
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ABC TRANSPORT PLC POSTS N160M IN 9 MONTHS

Associated Bus Company plc, operators of ABC Transport, has announced a nine month operating results for January to September 2006. In a statement made available to Business Day, the company’s un-audited operating results for the nine months ended September 2006 showed that ABC Transport performed exceedingly well above earlier projections.

     This comes as a pleasant result few months after the company’s successful share offer and landmark achievement of being the first road transport operator in Nigeria to be quoted on the floor of the Nigerian Stock Exchange.

       Turnover grew by 23 percent or N1.9bn compared to N1.6bn recorded in the corresponding period of 2005, exceeding original expectations. Profit Before Tax (PBT) improved from N183 million within the same period in 2005 to N219m for the same period in 2006; signifying an increase of 19 percent.

        Profit After Tax, (PAT) a major determinant of the value of various shareholder ratios, also increased by 19 percent from N134 million in the same period in 2005 to N159 million within the corresponding period in 2005 to N159 million within the corresponding period in 2006. The Board of the ABC Transport, therefore, reported a profit after tax of about N160 million for the 9 months ended September 30, 2007.

        The management says, it is confident that this trend will continue. Associated Bus Company plc, operators of ABC Transport, is sure of exceeding its 2006 projections as stated in its share offer prospectus since the year ending is characterized by stimulated activities.

         Quoted on the Road Transportation sub-sector of the Nigerian Stock Exchange, the company share price rose by 38 percent in the first month of trading on the floor of the stock market. Stock analysts see this as a very brilliant showing for a company that has built its growth on modesty and well tested standards.
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Insurance consolidation update: Mergers, acquisition to the rescue

As the consolidation exercise in the sector progresses, most people feared that many firms would close shop. However, emerging trends show that the formation of alliances is providing a platform for more operators to stay alive, writes BETHEL OBIOMA

Over the years the underachiever tag has remained glued to the insurance sector in Nigeria. The industry harboured fringe players and prospered fraudsters, while the local market existed without form. And the government said: let insurers’ minimum capital requirement be raised by as much as 2,757 per cent. And it was so. 

It was obvious to discerning industry watchers that the hike in capital was deliberately designed to drastically reduce the103 firms operating the sector to fewer but financially stronger companies. Going by the resolve of the government to reform the sector, there shall be corporate wailing and gnashing of teeth for operators that fail to comply by February 28, 2007. 

The new capital regime raised life insurance capital by 1,233 per cent from N150 million to N2 billion; general insurance capital increased by 1,400 per cent from N200 million to N3 billion; and reinsurance capital rose by 2,757 per cent from N350 million to N10 billion. 

However, operators’ resolve to explore merger/acquisition (M&A) options looks set to give most firms a lifeline to remain in business after the recapitalization exercise. Already, more than 20 M&A groups have emerged as operators seek to build alliances and create synergies.

The sector’s chequered history shows that filial considerations and cultural setbacks had militated against the adoption of mergers and acquisitions in the nation’s business clime. In its almost 100 years of existence in Nigeria, the industry has only one record of merger that involved Lexington, Express, and Safeway, yielding Lexington International Insurance Company Limited. 

Before now, the trend of insurance business in Nigeria show the dominance of a cabal of stakeholders who could never contemplate the idea of losing appellations like "chairman" , "director" and "chief executive officer" in the name of forming alliances to forge greater financial capacities. These stakeholders, like captains of ships would rather die with their companies. In fact, for such people, the counsel of Emmanuel Chukwulozie that "It would be better to be a part of a surviving and thriving company than to have 100 per cent of a dead company" is completely unacceptable. Chukwulozie adds that M&A would address widespread problems in the industry such as low retention capacity, inadequate market penetration, and dearth of technical expertise in specialized areas of insurance/re-insurance underwriting..

Tola Mobolurin, vice chairman, Crusader Nigeria Insurance Plc told of extremely tasking challenges that characterized the company’s merger arrangement four other companies. Mobolurin said the group had lengthy meetings that witnessed exchange of tantrums. "There were times when we felt like giving up. But at the end of the day, our agitations gave way to reason and superior argument. Today, we have a solid assemblage of firms whose integration will stand the group in good stead for enhanced performance post consolidation," he said. Crusader’s managing director/chief executive, Gabriel Oyelami added that the group comprising Crusader Insurance, Admiral Insurance, Golden Insurance, Refuge Insurance, and Royal Trust Assurance would have come under a consolidated umbrella by February 2007.

But it must have been a jolly good ride for Custodian and Allied Insurance and Summit Insurance whose merger arrangement was the first to be consummated. Both firms made the thorny challenges of M&A arrangements look like a piece of cake. Wole Oshin, managing director, Custodian and Allied Insurance said getting organizations with similar ideologies to form alliances usually makes the process much easier. "We have since achieved seamless integration of both companies and couldn’t be more certain of huge returns arising from the synergy so created," Oshin noted.

Another group comprising Consolidated Risk Insurers, Trust and Guarantee Insurance, Perpetual Assurance, Oasis Insurance and African Safety Insurance have after several deliberations decided to operate under the trade name Top Edge Insurance Plc. According to Samuel Adegbite, the group’s interim chairman, "Top Edge Insurance Plc has big plans for the financial services market post February 2007. Not only are we sparing no expense in establishing a robust ICT framework that will support our massive operations, we have commenced the re-training of our staff to equip them more than adequately for the bespoke insurance services we will render to the public upon consolidation." 

However, considering the low rate of M&A success globally, we might have to wait a few years to effectively chronicle the impact of M&A in the insurance sector.

But for groups that failed to give adequate attention to well-articulated objectives before yielding to the anxiety generated by desire to escape the wrath of the government, the end might not be promising.

Adequate consideration of the value gap would give prospective M&A candidates a true picture of the amount of work and quality of personnel that would take the emergent organization to its maximum potential in the industry.
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Unity Bank invests N1.5bn in insurance group

Unity Bank has invested N1.5 billion in a merger deal involving Intercontinental Assurance, Kapital Insurance and Global Commerce and General Assurance, making it a core investor in the new setting.

Analysts attribute the spate of investment by banks in insurance companies to the recent successful capitalization of banks.
Intercontinental Assurance Company, Kapital Insurance and Global Commerce and General Assurance companies had recently made public their intention to merge.

In a meeting in Lagos, the three insurance firms had their partnership programmes with the banks sealed up .

Mohammed Kari of Aritconsult who is the principal consultant to the partnership arrangement had informed that the group had waited for the fine tuning of every of its strategies before going public.

According to him, the three insurance companies have had a long history of business relationship prior to the flagging off of the consolidation project. This, he said explained the ease with which they have handled their merger project even as he described the companies as very sound and strong.

"This group is aiming at fashioning out a firm that will last for a long time. Part of its strategies is to bring insurance at the door steps of every Nigeria. The emerging firm will have adequate capital and manpower to work with. It will have access to the over 200 business outlets of Unity bank," Alhaji Mohammed Kari had explained.

Managing Director and Chief Executive Officer of Intercontinental Assurance Mr. Rowland Madiebo who spoke at the meeting said that the group is looking beyond the N3 billion minimum capital prescribed by law.

This he explained is to enable the emerging company concentrate in the underwriting of general business with greater emphasis in the area of special risks oil and gas inclusive.
BLESSING ANARO
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Bonds now respectable and profitable in Nigeria

From the dull start in the 60s and 70s, bond has emerged today as a complex and volatile instrument, says chief executive of Abel business school 

He said that the issuers have become more innovative, contrary to the earlier description of bonds as instruments for widows and orphans; they are now respectable and profitable

Nigeria as a country has embarked on the revitalization of her capital markets. The Debt Management Office, advised by the International Finance Corporaton (IFC) and others have taken initiatives of creating a primary dealer market maker panel to strengthen the Nigerian Government bond market.

The benefit of these initiatives to the economy will manifest in the creation of a long term fixed rate bond market that will become the cornerstone to mortgage and corporate debt markets. It will also be able to finance the enormous amounts of infrastructure spending that is needed by the country to fully optimize the potential of the Nigerian economy. 

A recent report of the stock market for the week, stated that a turnover of 14.7 million units worth of N16 billion in 19 deals was recorded

In contrast to a total of 5.2 million units valued at N5.5 billion exchanges in 14 deals during the week ended January 18, 2007

Speaking in the same vein, Sonnie Ayere and Malcolm Gilory of the UBA global markets said that government has made the first move and it is expected that the private sector and the banking industry in particular will follow through and build a robust fixed income market. Sonnie said that the time is ripe now for the bond market to spread its wings as the government has not only created the PDMM’S they have also created natural investors in the form of leverage that new capital, he said.

Malcolm of UBA global markets, also said that the PDMMs have been charged massively with creating a deep primary market and a liquid secondary market for FGN bonds.

He said, his experience in global securities markets has taught him that the most successful traders are those that combine strong distribution and client information with technical expertise.

While delivering his note he stated that most firms set up their organization in such a way that traders are responsible for looking after the best interests of the bank and sales people look after the best interests of their account.

The UBA global markets team explained that bonds are investment instrument most connected to changes in the economic climate of an economy by virtue of the fact that the main driver of bond prices is the long term inflation outlook. However just because inflation is rising does not necessarily mean all investors will wish to sell bonds. 
Abel Ogundeji.
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IGI SET TO ACQUIRE TWO INSURANCE FIRMS  

Industrial and General Insurance Company Limited (IGI) says that it is poised to be the largest capitalized insurance company in the country.

     The Director, Finance, Accounts and Investment of the company, Yinka Obalade, told the News Agency of Nigeria (NAN) in Lagos that the company had already attained the N5 billion mark for general purpose and life insurance with a capital base of N5.4 billion as at 2005.

      Obalande disclosed that the company was able to raise N830 million from the capital market to add to its capitalization of N5.4 billion of 2005.

       According to him, the company was also acquiring two insurance companies; NASAL Insurance with a capital base of N400 million and postal, Life and General Insurance company.

       He also stated that the company is discussing with other small insurance companies to acquire them, adding that it had a private placement to raise N6 billion, for which it already gone to the market. “We can’t give the figures yet until we are given approval by NAICOM.

     We are not concerned with just reaching the deadline, we already have plans to increase our capital base before the federal government came with the consolidation order. 
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Equities Market

We expect a marginal appreciation in the NSE All Share Index to close

the year in the region of 40% Year to Date. So far in the year, the equity

segment of the financial market has rewarded investors bountifully.

Meanwhile the market may experience a lull in earlier weeks in January,

2007 as many investors may require cash to meet some transactionary

purposes. This may lead to a decline in the prices of some stocks.

However, it would again provide good buy opportunities in the market.

We urge investors to have a minimum of 12 months horizon in the stock

market. The stocks listed below remain attractive, have good

fundamentals and would deliver good returns in the long term. We

therefore recommend the following stocks for medium and long term.

	N 
	Stocks 
	Current 
	Current 
	Projected 

	
	
	Price 
	PE Ratio 
	Price 

	1 
	Okomu Oil 
	34.05 
	17.97 
	46.00 

	2 
	Diamond Bank 
	6.98 
	10.51 
	11.50 

	3 
	FCMB 
	4.10 
	11.23 
	6.75 

	4 
	GTB 
	18.45 
	12.34 
	24.50 

	5 
	Oceanic 
	14.99 
	13.90 
	18.00 

	6 
	UBA 
	27.97 
	17.02 
	30.50 

	7 
	Zenith 
	24.50 
	17.08 
	29.00 

	8 
	Guinness 
	102.45 
	19.06 
	120.00 

	9 
	Ashakacem 
	55.00 
	18.29 
	65.00 

	10 
	WAPCO 
	54.80 
	15.70 
	65.00 

	11 
	7-Up 
	39.66 
	16.94 
	60.00 

	12 
	Flourmills 
	62.00 
	17.57 
	85.00 

	13 
	Glaxo Smith 
	17.50 
	15.07 
	21.00 

	14 
	May & Baker 
	8.34 
	15.45 
	10.90 

	15 
	Crusader 
	2.50 
	5.02 
	5.00 

	16 
	Conoil 
	69.00 
	15.64 
	101.00 

	17 
	Oando 
	69.99 
	15.06 
	98.00 


	Date : Friday, February 2, 2007

	Market State : Closed
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University Press chairman seeks cooperation to combat book piracy

Dr. Lekan Are, chairman of University Press Plc, has called for concerted efforts among stakeholders to combat the menace of book piracy in the country. 

Speaking at the end of the  completion board meeting held in Ibadan last week to herald the company’s rights issue which will open on February 8 and close on March 8, 2007, he said the fight will require the cooperation of the law enforcement agents.

“Not one company can seriously and successfully combat piracy. It requires joint effort by all the publishers,” he said, adding that the publishing industry holds a lot of promise in the country, but for the activities of pirates.

He said it was necessary for the government to fully enforce punitive measures against perpetrators of the illegal business to serve as a deterrent to others. “We actually need support of the law enforcement agencies because unfortunately when some of these pirates are caught, because of the legal procedures, it takes too long to bring them to book. It is necessary to show examples by giving punitive measures that would put them away for some time.” He said the company has already adopted measures to ensure that its books are not easily pirated.

On the rights issue, Dr. Are urged the shareholders to mop up the shares by taking up their rights fully, adding that the company succumbed to the appeal by the shareholders to make the allotment of the rights on the basis of one for one.

“It is because you believe in the company and we want you to live up to our expectations by taking up your rights fully. There is no doubt that company is waxing stronger and stronger. Very soon, you will see our nine months result and will be very happy with the company,” he told the shareholders.

The rights is coming at an offer price of N1.80 and is intended to raise about N270 million. Proceeds of the offer, which amounts to about N253.45 million after deduction of offer cost, would be expended towards procurement of field vehicles, investment in equipment, machinery, as well as robust and versatile information and communication technology, as well as to boost working capital.

Mr. Samuel Kolawole, managing director, said the recapitalisation would enable the company to meet the challenges of the industry and improve on its performance. He said the company’s products were currently the best in the industry as a result of the turnaround that has been embarked upon.

He acknowledged the problem of piracy plaguing the industry and added that the company was working to combat it and improve on its performance. 

“We need this money so that we can improve on our performance. When you produce good books, you need to get them to your customers, you need to promote them and get them across the length and breadth of . We need to improve on our machineries so that we can produce better books. Those are the things we are working on and with our performance, our shareholders will not be disappointed,” he said.

He added that loyal shareholders that have been with the company over the years will now be compensated with this rights issue as it would enable them the opportunity to increase their stake in the company.

“We want to encourage every one to participate in the rights issue. Those who do not participate will regret it. They have been with the company for so long and now that things are improving, and things are changing, we want everybody to benefit from the changes and we expect over subscription. If that happens and if we are going to absorb it, we will apply to the appropriate authorities. We need as much money as we can get because the business is out there. We only need to fund it and move forward to do a lot of things better than we are doing now”.

Shares of University Press are currently trading on the floor of the Nigerian Stock Exchange at N3.20. According to the managing director, the rights issue is heavily discounted in favour of the shareholders.

“We are offering this at N1.80, so there is already a margin on that. The dividend we paid last year was 25 kobo. How many N1.80 shares pay 25 kobo dividend? That is what people should look at. We are quiet, but we have been doing very well. We are consistent with dividend payment, even with bonus issue. Our performance is improving.”
Stories by Stanley Oronsaye

FINANCIAL STANDARD 
First Registrars commences e-lodgment facility
IN a move to relieve shareholders of the burden often encountered in dematerializing share certificates, First  Registrars Nigeria Limited has introduced e-lodgment facility, the first of its kind in the capital market.

E-lodgement of share certificate is the electronic mode of dematerializing duly verified share certificates and lodging the units thereof with the depository -Central Securities Clearing Systems Limited (CSCS). Here, the CSCS will merely uphold the data into their data bank’

Hitherto, the situation has been that shareholders intending to lodge their share certificates with the CSCS depository will hand them over to their stockbrokers along with the duly completed transfer forms for onward delivery to the Registrars. Thereafter, the Registrar verifies the authenticity of the share certificates and the shareholders’ signature on the transfer forms. Being satisfied that the documents submitted to it are in order, the Registrar lodges all the verified share certificates and the relative transfer forms to CSCS Limited. Upon receipts, the CSCS captures the share certificates into their system before it becomes available for stockbrokers to trade, observing the T+3 transaction cycle.  At this point, CSCS demobilizes the various share certificates and returns them along with the relative transfer forms for both transferors and transferees to the Registrar for call-over and confirmation.

Commenting on the e-lodgment facility, Managing Director/CEO, First Registrar Nigeria Limited, Mr. Bayo Olugbemi, said “Under the e-lodgement dispensation, stockbrokers are expected to open accounts for the first time clients with the CSCS and obtain Clearing House Numbers (CHN) before forwarding their share certificates to the Registrar for verification and subsequent lodgment. The CHN of each shareholder must be properly reflected on the Certificates Deposit Form (CDF) and the relative Transfer form to constitute a valid lodgment. By this, the process has been simplified and offers tremendous benefits to all stakeholders.

While explaining the benefits of e-lodgment, First Registrar boss said “To the CSCS, the system has obviated the problem of capturing thousands of share certificates with the attendant costs. Closely connected with this is the elimination of human error associated with capturing large data, thereby reducing the tolerance level of the system. It will also free data capturing staffs to be deployed to other urgent assignments”.

On the benefit of the system to Registrar, he stated that the challenges of reconciling accounts sharing same CHN will be minimized, if not completely eliminated, as CSCS will be confined to what is forwarded to them via the e-lodgment.  Also, the fear of cloned share certificates finding their way into the system will be allayed and the onerous task of daily cross-checking of demobilized  share certificates to confirm genuinety by the Registrar will be a thing of the past” he added. Olugbemi, however, stated that with the e-lodgment, the speed of transactions from the point of submission with the Registrars to the point of eventual lodgment at the CSCS will be greatly enhanced and shareholders can now take advantage of price movements on the Nigerian Stock Exchange (NSE) to make capital gains.
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