CAPITAL MARKET INFORMATION FROM NIGERIAN NEWSPAPERS
Stock awareness cause boom in capital market

As the capital market ended the 2006 trading on promissory note, Nigerians are optimistic that due to the awareness already created, the 2007 trading in the market will be better off. PETER EHUERIKE, general manager HEDGE Securities Limited, in this interview with Maduka Nweke, summarizes 2006 and gives insight into what 2007 will look like.

 Stock movement for year 2006

Various stockbrokers after closing their books for the 2006 financial market arrived at the conclusion that stocks generally were encyclical during the year. Ehuerike is of the opinion that a stock could be intermitently bullish or bearish depending on the prevailing factors. This factors according to him included the company’s performance, management style, the experience of the chief executive, and the sector of the economy under which the company operates. Another factor was whether the company was playing in any of the strategic aspect of the economy, its past performance in terms of dividend and bonus payments and most importantly, the company’s liquidity.
Investor’s divestment during the year

He said the market witnessed investors’ divestment last year. He attributed the divestment on the quest of investors who were politicians that needed money to execute their political programmes. He said last year’s was especially because of the season. Another reason why the market witnessed a little nose-diving was because of the simple fact that within the last quarter of the year, most of the companies had already announced and distributed bonuses. This robbed the market the bullishness that started from March to September 2006, because after the September trading, prices of stocks started dwindling. At this point, most stocks started dropping because investors were no longer expecting any other gifts from the companies.

Another factor that caused investors divestment was the fact that the season was the time when most investors do house renovation and moving into their new houses. Remember that those that borrowed money during the year always pay back in December, so it was not out of place that people would like to liquidate or offload their stocks to be able to return the borrowed money.

The new trend of share reconstruction

There will be no major share reconstruction in the banking industry this year because most of the banks are already stabilized. Reconstruction will now shift to the insurance industry that is concluding their recapitalization, mergers and acquisition. Banks would rather want to consolidate whatever they might have gained from their capitalization exercise. 

Importance of reconstruction to the banks and investors

Reconstruction has a double-face for different companies, although the benefits included enhancing the value of the company because shares are reduced. It reduces pressure from servicing large number of accounts of investors in terms of paying dividends and bonus for services. It makes the accounts easier to manage for the company.

On the part of the shareholders, it will increase the value of the stocks for the investors. This is only when the company is able to match price with performance, otherwise the price may slide. An example of this is the case of Skye Bank and FirstInland Bank. FirstInland Bank after reconstruction was re-listed at N7.00 but the share price dwindled as low as N3.80 as at February 7 2007. It was the same with Access Bank, because the bank appreciated considerably and still maintaining the tempo. Sterling Bank also reconstructed and the price has been going up even though the general believe among investors is that reconstruction robs investors of the gains they would have made through large shareholdings.
Insurance reconstruction

The recapitalization exercise in the insurance industry will push the industry to share reconstruction so that they can reduce the number of outstanding shares and enhance the value of the company’s shares. There will eventually be increase in share price of insurance companies because there will emerge different companies from the original ones. The result of the merger will be an increase in the number of share which will lead to share reconstruction.

How the capital market affected investors in 2006

The capital market affected investors in various ways. Some were affected negatively while others were positively affected although that depends largely on the time of entry. Majority benefited positively, especially, those that invested in banking sector. First Bank within the year rose from about N30.00 to N72.03, within the year before it was adjusted for dividend and bonus. United Bank for Africa, Intercontinental Bank and Guaranty Trust Bank all witnessed price surge. Also those that invested in the building materials sector reaped bountifully. Take for example, Benue Cement Company, which was selling at N4.50 before the technical suspension clamped on it was lifted. Flourmill rose from N24.00 to N65.00, while WAPCO from N9.50 to about N63.00.

Mostly negatively affected investors

Most hit negatively were investors in the oil sector, especially Conoil which dropped from N98.75 to N60.00, Oando from N96.90 to N68.00. Others are African Petroleum which dropped because of it’s indebtedness to NNPC, problems relating to management, and ownership. All these made the stock to drop from N51.17 to N45.00. Building materials and banking sectors led the topmost gainers for investors.

How the capital market can benefit rural dwellers

The only way the capital market can be of importance to the rural dwellers is through enlightenment. They should be encouraged and educated on how to save for capital market investment either through the primary or the secondary market. With the enlightenment sustained, they will become conversant with stock trading.


BUSINESSDAY
Insurance consolidation: Deadline unrealistic as verification continues 

 Less than nine days to the February 28 deadline for insurance and reinsurance companies to jack-up their shareholders fund or buckle-under indications are that the exercise may not be rounded off as planed following non-conclusion of verification of companies. 
As at last week officials of the National Insurance Commission (NAICOM) were still tidying up their verification in some companies, which may delay quick wrap-up of the ongoing exercise.

Besides, many companies are yet to hold their court ordered meetings to wrap up their merger deals, which again makes us difficult for such group to be listed as having complied with the capitalization requirement.

Many companies have linked their delay to tough bureaucratic processes being undergone at the Securities and Exchange Commission and high court before approvals are secured.

As at Friday no fewer than 12 merger groups were yet to secure dates for their court ordered meetings.

This development however may have warranted the latest decision by the insurance regulatory authority, the National Insurance Commission (NAICOM) to release cleared firms intermittently.

Last week, the Commissioner for Insurance, Chief Emmanuel Okechukwu Chukwulozie announced that the Jimoh Ibrahim led NICON Insurance Plc has complied with the new re-capitalization benchmark.

The company was said to have achieved a capitalization of N7.5 billion, broking into N5.5 billion for non-life business and N2 billion for life business.

This news how ever did not go well with other industry operators who felt that NAICOM  has shown favouritism on NICON to the detriment of other firms.

Another school of thought also has it that the step of giving clearance in bits is the only way the regulator can save many firms from liquidation.

This school believes that, if the February 28 deadline were to hold many companies would be caught in the web and may face liquidation.

This is another signal that the February 28 deadline may after all not hold as companies up till last week were yet to take decision on their re-capitalization update.

Some are still in the capital market sourcing for fund while some that just concluded their issued in the capital market are yet to get their subscribed shares allotted and approved by SEC.

Industry analysts are not looking at the unfolding development in the insurance industry with good impression. One told our correspondent that if 18 months is not enough to re-capitalize a company, then two years will not make the difference. The source advised that NAICOM should take a decision buy drawing the curtain at the scheduled time. Our source believed that, that it is the only way integrity can be sustained.

It would be recalled that at the beginning of this consolidation exercise some 18 months ago, precisely September 6, 2005 NAICOM released its guideline for the exercise warning companies to hasten up before date.

The regulator gave till December 31, 2006 as deadline for companies engaging in mergers and acquisition to wrap-up and invite the commission for verifications, later the deadline was collapsed when it was not realizable.

Consistently, the commission was reminding operators that the deadline remained sacrosanct, insisting that it would not be moved by one day.

Largely, what has led the industry to this “state of emergency” is the die hard decision by companies to run it alone instead of finding merger partners.

It would not be a surprise if about 10 firms are listed for liquidation.

 Modestus Anaesoronye
FINANCIAL STANDARD    
LIQUIDITY, PAUCITY OF INSTRUMENTS THREATEN STOCK MARKET RUN

The long positive run of the stock market, since last year, may end in a burst soon, except additional instruments are created to absorb the rising liquidity in the economy.

BANK PHB SHARE PRICE UP 50% IN 2 WEEKS

Bank PHB emerged the most sought after stock on the Nigerian Stock Exchange (NSE) last week, even as its share price moved up 50 percent in the last two weeks.

     Bank PHB’S second quarter unaudited result shows a rise in earnings and more than a doubling of profits. The interim financials for the second quarter ended December 2006 shows earnings of N11.35 billion representing a 68 percent increase on N6.77 billion made in the same six month period of 2005
OCEANIC, DIAMOND BANK, UBA SEEK FRESH FUNDS

Oceanic international plc last week sought the approval of the Nigeria Stock Exchange (NSE) to raise N56 billion fresh funds from the capital market. The bank plans to issue 3.358 billion ordinary shares of 50 kobo each at N15.60 per share.

     Also on technical suspension is Diamond Bank plc, which has indication its intention to raise new funds. The bank intends to issue 2.281 billion ordinary shares of 50 kobo each at N7.50 per share.

     United Bank for Africa (UBA) plc is equally on the queue for new funds to strengthen its share capital.

ZENITH INVESTORS EARN 106% RETURNS IN ONE YEAR 

Investors in the last public offer of Zenith Bank plc have earned about 106 percent in returns over one year period. The earnings came mainly from rapid price gains recorded by the shares of the bank at the stock market and a handsome dividend of N1.10 paid for the 2006 financial year.

     The bank had in February 2006 made a N50.0 billion public offer at N16.90 per share. Analysis of the bank’s share price movement shows a one-year capital appreciation of 94.7 when the offer price of N16.9 is compared to the closing price of N32.9 per share recorded at the close of transaction last week Friday February 16, 2007.

NICON ACQUIRES BENDEL INSURANCE
NICON Insurance has acquired Bendel Insurance Company Limited to increase the number of insurance bought over to two.

    Jimoh Ibrahim, group managing director, NICON Group, said this while receiving a certification letter of Recapitalization from NAICOM, that NICON Insurance plc would continue to acquire more insurance companies, even though it was fully recapitalized to the tune of N7.5 billion.

GUINEA INSURANCE SET TO RAISE N3BN 

Guinea Insurance plc Friday in Lagos held a completion board meeting to raise N3 billion by way of rights issue to its existing shareholders.

    Managing Director, Nicholas Ojinnaka, said the company hopes to raise the amount by offering 4.68 million ordinary shares of 50k at 60k per share to current shareholders.

    “The money is on ground. What is being done is to put legal effect to the transaction”, Ojinnaka said, adding that the offer will open Wednesday, February 21 and end Friday, February 23.
Exchange places three stocks on technical suspension
 

FOLLOWING applications by the board of directors of three companies namely, Oceanic Bank International Plc, Champion Breweries Plc and Diamond Bank Plc to raise fresh funds from the Primary market, the Nigerian Stock Exchange last week placed their stocks on technical suspension. 

Specifically, some of the companies concerned are raising funds through public offerings, rights issue and share placing respectively. However, the prices at which al the deals would be undertaken remain closely as at press time. 

Meanwhile, last Tuesday, Ecobank Transnational Incorporated executed a split of its 611,003,548 ordinary shares of $0.25 per share into 1,222,007,096 ordinary shares of $0.125 per share, which were the stock's share price to be halved. The bank's share price closed at N150 per share last week. 

In another development, the Over-The-Counter (OTC) market recorded a turnover of 15.54 million units worth N16.84 billion in 35 deals last week, up from seven million units valued at N7.45 billion the preceding week in 23 deals. 

The most active bond measured in turnover volume was the FGN Bond 2011 issued to settle local contractors with a volume of 6.6 million units valued at N7.4 billion in 11 deals. 

In the preceding week, the most active bond in volume terms, was the 2nd FGN Bond 2008 series of with a traded volume of 2.09 million units valued at N2.33 billion in four deals. 

The moribund Federal Government Development Stocks, state government bonds and industrial loans/preference stocks sectors were inactive last week. 

By Gbenga Agbana
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Oil coys should forfeit part of their income for the development of host communities —  Hayford Alile

DISTURBED by the un-ending crises in the Niger Delta, the chairman of Oceanic Bank International and Spiritual leader of Saint Joseph Chosen Church of God, Apostle Hayford Alile, has advocated an arrangement .................
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Shareholders’ code of conduct to commence March 2007

A code of conduct to guide the organisation and operations of shareholders associations in Nigeria is expected to take off in March 2007. This was disclosed at a shareholders' forum organised by the .................
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Union Bank addresses customers’ needs with new products

IN apparent bid to to provide innovative services designed to meet various an changing needs  of its customers, Union Bank Plc has developed and introduced into the nations financial market  potpourri of financial products...................
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Total quality approach and continuous search for excellence is our culture —ADIGWE

The Bank will always deliver beyond the expectations of customers. We will put our robust resources, rich experience, market intelligence, information technology, good corporate culture....................
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Oando: Building a wholly Nigerian  integrated energy outfit

THE Federal Government of Nigeria holds sway and calls the shot in the energy sector as it owns all assets from refining to distribution with fixes prices and margins  throughout the value chain. This can be seen in the recently scrapped Joint ...................
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