CORPORATE WATCH

FIDELITY BANK: PERFORMANCE BOOSTED BY INTEREST INCOME

After six months of intensive operations in the post-consolidation era, Fidelity Bank seems poised to grow earnings and profits from interest bearing assets, forcing analysts to review upwards their projections of the banks’ year end results.

     Like the full year results, the first quarter results show that the bank is fleet footed in earnings and net profit generation as well as in growing its deposit and asset base. 

     The bank’s first quarter fundamentals reveal that gross earnings rose 170 percent to N4.6 billion from N1.7 billion; which was significantly higher than its performance in the corresponding period of 2005. This suggests that it is progressively widening its business volume in the highly competitive banking industry. The steep rise in gross earnings naturally meant that the bank squeezed out more profits during the year. But this was not at a faster pace when compared with the speed of growing earnings in 2005. The bank had in 2005 grown its profit by 130 percent 40 percent less than its speed of growing earnings. The sluggish net profit growth ensured that net profit margin dropped from 23 percent to 18.56 percent. This means that for every naira of gross returns, the bank squeezed out 18.56 kobo marginally less than the 23 kobo of the previous year.

     The increase in profit before tax and profit after tax of 106 percent and 120 percent representing a linear move from N517 million to N1.6 billion and from N388 million to N854.13 million respectively did not discourage the bank’s avid investors from patronizing its shares in the stock market. This ensured that the stocks are the most active in the capital market in the last several weeks contrary to its performance in the last couple of months. Given this development, there is every indication that the future of the bank is rosy since it has just employed its assets for only six months post-consolidation.

      Analysts with bias for commercial bank maturity transformation functions say the north ward bound prospects of the bank are indications that the bank has taken control of the potentials of interest bearing assets which in 2006 was the singular motivation for the bank to better its profits.

      In that year, interest and discount income moved 67 percent from N4.6 billion to N7.7 billion while interest expense slumped to 41 percent from 45 percent. The rise in interest income was so marginal that net interest margin which tells how well the bank is managing its interest bearing assets swung up 22 percent.

      The bank hiked its deposit base to N81.6 billion from N21.6 billion from N21.6 billion, an increase of over 276 percent. All these go to prove that Fidelity is one of the fastest growing banks in the industry. This development encouraged the bank’s management to dish out more loans which constitutes a major aspect of the bank’s risks assets to its numerous customers. Loans and advances soared 177 percent to N38.8 billion from 14 billion. The implication is that the Ihejiahi-led bank gave out 49 percent or 49kobo out of every naira of customers’ deposit in its possession during the year. This is understandable considering the bank’s desire and drive towards real banking business.

      Nevertheless, it is noteworthy that after several years of shying away from dividend payment the directors eventually resolved to reward its loyal shareholders handsomely. This move raised the bank’s earnings per share figure to 19 kobo against the 15 kobo recorded in 2005 while dividend per share remained at 11 kobo.

     Another significant mileage recorded by the bank is the 243 percent leap in total assets. Total assets plus contingencies which is now trendy in the industry was moved to N158 billion from N46 billion. Despite the above, the bank still has to contend with the issue of management of its shares and growing its shareholders funds. These challenges were recognized by Ihejiahi when he said, ‘Our bank has had its own dose of these challenges. The integration challenges. Having been surmounted, and as one of the fastest growing banks, our institution is poised to deliver even better results in the years ahead’.  
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INTERCONTINENTAL BANK HOPEFUL OF N1 TRILLION ASSET BASE

There are strong indications that Intercontinental Bank plc would achieve the N1.0 trillion mark in asset base by the time it concludes the on-going Happy Savers promo aimed at significantly growing its deposit liability.

    The third quarter of the bank showed 84 percent growth in assets to N616.3 billion from N5.88 billion achieved in the previous financial year.

     The same appreciable increase was recorded in other performance indicators. Profit before tax grew by 79 percent to N12.83 billion by end of 3rd quarter ending November 30, 2006 over N7.18 billion for same period of the previous year. Gross revenues almost doubled to N59.11 billion from N30.48 billion.

     This is an increase of 94 percent. PBT soared by 72 percent to N10.13 billion from N5.88 billion in the review period while total assets climbed 84 percent to N616.3 billion.

      Given this performance, the management of the bank is optimistic of growing assets to over a trillion naira in the next three months as it has embarked on an aggressive deposit drive through the Happy Saver Promotions. The bank is also projecting gross revenue of N79 billion, while profit before tax is expected to hit N17 billion by the close of the financial year February, 2007.

      By the close of business in 2006 financial year, the bank’s shareholders fund stood at N54.4billion which was at some point the largest in the industry and still remains one of the largest. This is expected to stood by over 100 percent to over N100 billion by the time its just concluded public offer result is approved by the securities and exchange commission (SEC)

     The bank was in the market to raise N30 billion with capacity to absorb N80 billion in other to raise its share capital to over N130 billion ($1billion).

     Report say the offer returns was impressive as over N95 billion was grossed from the investing public without extension of the offer date. While awaiting the approval of the CBN and SEC, analysts say the success of the offer may have pushed Intercontinental Bank far above $1 billion in market capitalization.

     The bank’s market value as at August 2006 was 1.137.91 billion dollars. Nothing better highlights strong investor confidence and the awesome power of the bank’s brand.
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