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BANK PHB: GUNNING FOR EXCELLENCE

Notwithstanding the substantial financial muscle bank PHB has added in the past two years, the bank is unrelenting in its desire to achieve organic strategic synergy with allies that would ensure the achievement its mission to be among the first five topmost banks in the country.

    The story of bank PHB is a testimonial that it is only an executive who is dynamic and flexible, and can adopt his strategies to changes in circumstances, that can effectively manage his resources in a competitive business environment.

    This is aptly demonstrated by the growth rate in the last five years when profit before tax soared 2206 percent from N151 million in 2002 to N3.5billion in the 2006 financial year. Within the same period the bank’s total assets also surged 1094 percent from N13billion to N158.86 billion.

     The absolute growth figures indicate efficiency in the management of the bank’s operations and further confirm management’s consistency in transforming earnings into profits, by growing profit before tax per N100 of earnings from 50 kobo in 2002 to N26.9 kobo in 2006. Profit after tax for the same ratio followed the same trend rising to N18.46kobo from approximately N4 in 2002.

    The benign scenario painted in the financials between 2002 and 2006 is attributed to the remarkable leap in the bank’s deposit base from dismal N9.9 billion to N109 billion, an increase of over 1001 percent. Gross earnings also grew significantly 348 percent to N13.3 billion from N2.9 billion within a span of five years perhaps, an indication of the bank’s ability to make more money out of earning assets. Interested income from the bank’s core earnings assets formed the major part of the earnings in the twelve months of 2006, representing 61 kobo per naira of earnings. The strength in interest income which increased significantly 77 percent to N8 billion from N4.5 billion shows the largely healthy portfolio of the bank’s core assets.

    The bank’s asset quality was also impressive within the period as risks exposure of depositor’s funds was strategically condensed. The bank gave out 34 kobo out of every naira of deposits mobilized during the year against the 84 kobo of 2005. By the close of business in 2006, bank PHB had increased loans and advances 99 percent from 18.6 billion in 2005 to N37 billion in 2006. The upsurge was a response to rising deposit base and the desire to boost business volume and bottom-line. The extra N18.4 billion generated from operations must have helped to boost the bank’s liquidity position which explains the quantum leap in risks asset.

    This interesting signal appears to have attracted investors’ attention. In the past couple of weeks, investors have splashed N383 million on 113 million shares of bank PHB, which saw the bank’s shares emerging among five most traded stocks on the Nigeria Stock Exchange (NSE). In turn, they have reaped a capital gain of 89 kobo per share or 31 percent in two weeks after the bank’s share price hit a 52 week high of N3.74 kobo per share last week, which represents a capital gain of 97 percent for investors in the bank’s private placement about a year ago.

    Analysts say the rush for the bank’s shares is an indication that shareholders are impressed with its financials. Investors are also taking position to get their share of the bank’s N1.25 billion declared cash dividend which is supplementary evidence that the bank has hit a strong steep growth curve as seen in its impressive first quarter results for the 2007 financial year.

    The bank’s first quarter result for the first three months of its 2007 financial year shows 147 percent increase in gross earnings to N5.27 billion while profit after tax had grown higher by 240 percent to N1.11 billion as at September 2006.

    In financial year ended June 30, 2006, bank PHB recorded more than 200 percent increase in profit before tax and recommended dividend for shareholders, in a period most banks that merged could not, underscoring the fact that its merge is making money.

    No one captures the rising performance of the bank better than Atuche, its managing director/ CEO when he said that “Bank PHB today typifies a well crafted high performance machine that ensued from the combination of the former Platinum and Habib banks, devoid of legacy problems of the antecedent institutions and fully endowed with their best attributes”. But good is not enough where better is possible for the bank.  
BUSINESS DAY

Banks to raise N300bn from stock market 

Strong indications have emerged that banks will raise over N300bn from the stock market in 2007. The stock market provided over N200bn for banks during the banking consolidation in 2005.

While Zenith Bank and Intercontinental Bank accessed the market for about N110bn in 2006, findings by our correspondent showed that more banks are preparing to source for funds from the market. 

Afribank Nigeria Plc, United Bank for Africa Plc and Oceanic Bank International Plc have already applied to the Nigerian Stock Exchange in this regard.

UBA is to raise about N64bn via a public offering and rights issue, while Oceanic Bank is to offer 3.358bn share at N15.60 for public subscription to raise about N56bn.

The UBA rights issue will sell for N34 per share while the offer subscription will be made at N35 per share.

Sources told our correspondent on Friday that First Bank of Nigeria Plc, Access Bank Plc and Bank PHB Plc are among other banks warming up to float their shares this year.

Although the amount to be raised by Bank PHB and Access Bank could not be ascertained, it was learnt that First Bank might raise the highest amount of N100bn through a Rights Issue.

Shareholders of UBA, had authorised their directors to issue new shares that will increase the bank’s paid-up share capital up to the sum of N6bn via rights issue and/or public issue. Similarly shareholders of Oceanic and Bank PHB authorised the banks to embark on capital raising exercises.

“From every indication, FBN will access the market after the announcement of its 2006/2007 financial year ending March 31, 2007. This will enable the directors to seek the formal approval of the shareholders at the annual general meeting sometyimes mid 2007,” a source said.

A research recently carried on First Bank by Meristem Securities Limited, a stockbroking firm, showed that the bank had recorded consistent performance in terms of turnover growth and net income in past years. 

According to the report, while turnover grew by two per cent in 2004, 16 per cent in 2005 and 17 per cent in 2006, profit after tax grew by per cent to 15 per cent and 31 per cent in the respective years. 

This, the report said, had been accompanied by dividend and bonus declarations as a way of giving adequate returns to shareholders.

In its third quarter announced last week, FBN recorded a growth of 27 per cent in profit before tax from N15.15bn in nine month ended December 2005 to N19.26bn in December 2006. 

In terms of return on equity, the bank is still rated the best given its 27.9 per cent return compared to the industry average of 19.92 per cent. 

By Goddy Egene
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Akintola Williams Deloitte Quits Cadbury

After more than over 40 years of handling Cadbury Nigeria Plc’s account, Akintola Williams Deloitte yesterday formally resigned as the auditors to Beverage Company. 
Public Affairs Manager, Cadbury, Mr. Kufre Ekanem and  Communications/Marketing Manager, AWD, Chinelo Onyechi, made this known in a joint statement made available to THISDAY in Lagos yesterday.
The duo said that the resignation was in the interest of shareholders and the in spirit of  the highest  standards of  corporate governance.
“Following the recent disclosure of overstatements in Cadbury’s financial position and the subsequent need for restatement, we mutually believe that it would be in the interest of shareholders and in the spirit of the highest standards of corporate governance for Akintola Williams Deloitte to stand down,” the statement said.
The statement denied  any complicity by Akintola Williams Deloitte in the overstatements, saying “Akintola Williams Deloitte accepts  that best  practice in  corporate governance  requires  that Cadbury Nigeria commences its rebirth  on a completely  fresh slate.”
According to the statement, a new auditor will be appointed as soon as practicable. 
The discovery of overstatement in the accounts of Cadbury Nigeria was announced in November 2006 after   the parent company, Cadbury Schweppes, carried out a review of operations of the Nigerian subsidiary.
The former Managing Director, Mr. Bunmi Oni, and the former Finance Director, Mr. Ayo Akidiri, lost their jobs as a result of the overstated accounts. Also, the Nigerian Stock Exchange barred the duo from becoming the chief executives of any listed company. 
The Chairman of the company, Dr. Dr. Uduimo  Itsueli, said between N13bn and N15bn would be provided for in the 2006 accounts of the company to cover the overstatements.  Investors’ negative response depressed the share price of Cadbury Nigeria from over N55 in December 2006 to below N30 early January 2007.
  Meanwhile,  despite bullish transactions on the Nigerian Stock Exchange (NSE) yesterday, the volume of tradded shares dipped by 191.8 million ordinary shares representing 36 percent of the gross market turnover. 
Trading results released by the NSE showed  that the market turnover closed at 342.0 million ordinary shares valued at N4.1 billion executed in 9,528 deals. This was in contrast to 534.8 million ordinary shares worth N5.5 billion exchanged in 10,531 deals at the cloae of trading last Friday.
However, market capitalisation of the NSE rose by  N12 billion or 0.21 percent. It closed  at N5.592 trillion  as against N5.580 trillion recorded  at the close of transactions last Friday. The all-share index  rose  marginally by 0.20 percent to close at 41,339.12 from  41,254.25 points.
The banking subsector was the most active in terms of volume of shares traded. The banking subsector led the equities sector with a turnover of 169.1 million ordinary shares valued at N2.3 billion made in 5,511 deals.
The high volume of shares traded in the banking subsector was largely driven by activity in the shares of  Access Bank  Plc, Fidelity Bank Plc and Wema Bank Plc. 
Trading on the shares of the three banks accounted for 77.1 million ordinary shares representing 45.5 per cent of the subsector's turnover.
The volume of shares traded  in the banking subsector however, declined by 129. 4 million ordinary shares or 43.3 percent when compared with a total of 298.5 million ordinary shares valued at N3.011 billion exchanged in 6,332 deals at the close of trading last Friday.
The Insurance subsector boosted by the activities in the shares of Cornerstone Insurance Plc and UNIC Insurance Plc followed with a turnover of 90.1 million ordinary shares worth N273.3 million executed in 579 deals.
While Cornerstone traded a total of 45.6 million ordinary shares worth N95.8 million exchanged in 70 deals, UNIC Insurance traded a total of 23.8 million ordinary shares valued at N71.4 million made in 160 deals.
The price movement chart of the NSE displayed 60 stocks that appreciated in their prices. Nestle Nigeria Plc led the price gainers with N12.00 to close at N257.00 per share.
Other price gainers in the top 10 category were Flour Mills Nigeria Plc (N3.44), Total Nigeria Plc (N2.50), Nigerian Aviation Handling Company Plc (N2.02),   Okomu Oil Palm Plc (N1.89), UACN  Plc (N1.65), Northern Nigeria Flour Mills Plc (N1.38), Guinness Nigeria Plc (N1.00), Conoil Plc (97 kobo) and Ashakacem Plc (96 kobo).
On the other hand,prices of 23 stocks dropped. Chevron Nigeria Plc led on the price losers' chart. It recorded a loss of N8.10 to close at N166.90 per share.
Other price losers in the top 10 category included Mobil Oil Nigeria Plc (N4.00), 7-UP bottling Company  Plc (N2.15), First Bank of Nigeria Plc and Oando  Plc (N2.03 each), Cadbury Nigeria  Plc (N1.95), PZ Industries Plc and UACN Property Development Company Plc (50 kobo each), CAP Plc (42 kobo) and Unilever Nigeria Plc (40 kobo). 

By Ayodele Aminu, 02.20.2007 
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Insurance Stocks Record Stellar Performance

Prospect of good returns post consolidation in the Insurance sector, has continued drive investors interest in insurance stocks as the sector recorded impressive performance during the week ended Friday July 28, 2006.
The subsector boosted by the activities in the shares of Cornerstone Insurance Plc was second to the banking in terms of volume of shares traded.
The subsector closed the week with a turnover of 326.8 million ordinary shares valued at N871.84 million exchanged in 1,971 deals.
Cornerstone was the most active stock in the insurance subsector for all trading days of the week pumping a total of 112.7 million share valued at over N300 million.
At a market price of N2.01, the Insurance stock has recorded over 98 percent gain on its offer price of N1.01.
Generally, the Nigerian Stock Exchange (NSE) recorded an increase in the volume of shares traded during the week as its turnover grew by 22 million ordinary shares representing 9 percent of the grand totals.
Stock market report for the week, showed that the Exchange recorded a turnover of 2.42 billion ordinary shares valued at N28.2 billion executed in 49,825 deals as against a total of 2.20 billion ordinary shares worth N31.4 billion exchanged in 47,719 deals the previous week.
The all-share index rose by 5.32 per cent to close on Friday at 41,254.25 while the market capitalisation closed higher at N5.6 trillion.
According to the market report, the banking subsector, as was in the previous week, maintained lead as it droves the equities sector in  terms of the volume of shares traded. It recorded a total of 1.55 billion ordinary shares valued at N18.1 billion exchanged in 30,740 deals. 
The high volume of shares traded in the banking subsector was largely driven by activities in the shares of PlatinumHabib Bank Plc, Fidelity Bank Plc and Oceanic International Bank Plc. Trading on the shares of the three banks accounted for 705.3   million ordinary shares, representing 45.5 per cent of the subsector's turnover.
Meanwhile, the price movement chart displayed that 84 stocks that appreciated in their prices during the week higher than 79 in the preceding week. Chevron Oil Nigeria  Plc led on the gainers' chart with N18.80 gain to close at N175.00 per share while Ashaka Cement plc followed with a gain of N75.99 per share.
Other top price gainers in the top 10 category included Nigerian Aviation Handling Plc (N7.30), Conoil Plc (N7.03), West African Portland Cement Plc (N6.81), Benue Cement Company Plc (N6.50), Flour Mills Nigeria Plc (N5.36), First Bank of Nigeria Plc (N4.71), Guinness Nigeria  Plc (N4.44) and Nestle Nigeria Plc (N3.80).
On the other hand, the prices of 19 stocks fell.This is lower than 26 in the preceding week. Ecobank Transnational Incorporated led on the price losers' table. It recorded a loss of N150.00 to close at N150.00 per share while Mobil Oil Nigeria Plc followed with  a loss of N9.99 to close at N180.00 per share..
Other top price losers in the top 10 category were: Conoil Plc (N4.48 ) Okomu Oil Palm Plc  (N3.90 ), Evan Medicals  Plc (N1.22), UACN Plc (N1.21), Presco Plc (N1.15), Beta Glass Company Plc (N1.05), Unity Bank Plc (75 kobo), Ecobank Nigeria Plc  (61 kobo)  Nigeria-German Chemicals Plc Plc (52 kobo).

Stories by Eromosele Abiodun, 02.18.2007 
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FG to issue N446bn bond

The Federal Government will this year float a total of N446-billion bonds with maximum of 10 years maturities.

Mansur Muhtar, director-general, Debt Management Office (DMO), disclosed this yesterday in Abuja, saying the first auction under the primary dealer market maker (PDMM) would hold between July 21 and 24 this year.
Muhtar outlined government’s domestic debt programme at a workshop, "Nigeria: Moving into global market universe", jointly organised by the DMO and J.P Morgan.

The DMO boss said the bond would be floated over a period of one year in which N110-billion would be issued in the first quarter at three, five, seven, and 10 years maturities.

The proceeds, he said, would be used to refinance the N120-billion, 365-day Nigeria treasury bills into FGN bonds of longer maturities as well as refinancing N61-billion maturing second FGN bond.

Other purposes the bond will serve are funding of this year’s N200-billion budget deficit, and the N63-billion, five-year special FGN bonds for the securitisation of local contractors’ debt. 

Muhtar said the issuance calendar would be drawn on quarterly basis. He added that the N110-billion for the first quarter would be floated monthly. The January bond with a volume of N40-billion was issued January 24 to mature in three years.

The second series of N35-billion volume with five years’ maturity in the first quarter was issued yesterday. The third series of N35 billion for the quarter will be coming up March 28 2007 with seven years maturity.

Under the secondary market FGN bonds, Muhtar said the DMO finalised the guidelines drew up with major stakeholders late 2005 and the selection process began early 2006 with criteria on financial, non-financial, and technical.

Based on the criteria employed, he said, 15 financial institutions comprising 10 banks and five discount houses were selected, preparatory to the launch of the PDMM on July 7 last year.

He, however, disclosed that the first auction under the PDMM would hold between July 21 and 24, pointing out that the PDMM had taken up all the auctions so far. 

Muhtar said total market capitalisation was N621,369,381.61 for the FGN bonds secondary market activity. The maximum bid spread is 50 basis points for bonds of five years or more and 30 basis points for bonds with less than five years to maturity.

BADEJO ADEMUYIWA, Abuja 
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BusinessDay
Wave of share reconstructions

As mergers and acquisition-induced reconstruction in the banking industry dies down, recapitalization exercise in the insurance sector has necessitated the same share revaluation. 

Reconstruction of shares by quoted companies in the capital market is becoming a common phenomenon, especially with the new capitalization benchmark introduced by the Federal Government as part of the reform package.

Most investors are not yet clear with the reasons why companies embark on share capital reconstruction.
Some of them are of the opinion that the exercise is a way through which various companies cheat on their numerous investors. 

In the banking industry, a lot of banks embarked on share reconstruction, to reduce their authorized share capital and create opportunity that still allows them to float public offer and increase their share capital. 

The reconstruction in the banking sector was not palatable for some as they ended up with lower prices. Others however succeeded in boosting their share prices, Fidelity Bank Nigeria plc has concluded its reconstruction plans. 

Most investors believe that the bank is strong enough to go on without reconstruction, if not the clamour from the shareholder’s angle for the bank to reconstruct so that it will attract further share price rise.

They are of the views that even though the bank maintains its legacies and keep to its promises of giving investors due reforms as and when due, there is need for the stock to change momentum.

As the insurance sector will soon complete its recapitalization which was consummated through mergers, acquisition and injection of reasonable amount of funds into the company by corporate organization, there is expectation that the wave of share reconstruction will then shift to the industry.

The only advice some financial experts give to the industry is to trade with caution, not to fall into the same predicaments which some of the banks found themselves.

Experts believe that some of the banks after reconstruction, became more relevant in the market.

For some people, the exercise has a lot of advantages which include enhancement of their shares value like the shares of Access Bank and Sterling Bank, which started rising after their reconstruction.

However the stocks of some banks like Skye Bank, First Inland Band that got re-listed at N7.00 at the Nigeria Stock Exchange (NSE) could not justify the aims behind its reconstruction. First Inland selling at N7.00 dropped to as low as N3.80 as at February 7 2007.

The other banks that reconstructed like Access Bank, Sterling Bank were not such unlucky as they continued to appreciate on the trading floor of the NSE.

The question every investor is asking is if some of the bank could not manage their reconstruction to achieve comparative advantage given their capacity building, is it the insurance companies with their low level of penetration that can meet the hurdles of reconstruction?

Nevertheless, some brokers argued that the banks did the reconstruction as part of introduction which the insurance industry should improve on. A shareholder of one of the insurance companies said even though most banking stock had turned blue chips, most insurance companies were having more controlling shares than most banks.

One of the stock brokers that talked with BusinessDay, Peter Ehuerika of Hedge Securities Limited, believe that with the terminal recapitalization date for all insurance industry coming on February 28, most of the insurance companies would now direct their attention on share reconstruction.

He said with insurance companies in Nigeria numbering up to 102, there was high expectation that the recapitalized insurance companies to emerge would be in the neighbourhood of 45 companies.

According to him, for NICON insurance, Niger Insurance, Cornerstone, Prestige Assurance, Standard Alliance, Equity Life Insurance, Unitrust Insurance, Unic Insurance, Capital Express Assurance, Trustworld Insurance, The Lion of Africa, Allied and General Insurance, Guinea Insurance, Yankari Insurance, and the ACEN Insurance, opting to stand on their own with most of them controlling authorized share capital in excess of five-billion shares, the coming together of numerous others will eventually end in capital reconstruction.

"For instance, Cornerstone having over two-billion shares went to the market to raise additional three- billion, making it control over five-billion, Crusader went to the market last time to acquire more five billion shares to add to what it hither to had. This is despite with Admiral Insurance, Golden Insurance, Refuge Insurance and Royal Trust Assurance. The number of shares in the hand of this group will be so huge that they can not afford to reconstruct their shares," he said.

He also noted that the group under which Consolidate Risk Insurers, Trust Guarantee Insurance, Perpetual Assurance and African Safety Insurance belong will have huge number of share capital with the share prices below mentioning should only construct to be relevant in the industry.

Also, even though Industrial and General Insurance (IGI), Postal Life and General Insurance with NASAL Insurance group in not yet quoted on the floor of NSE, he said. There is high expectation that the group will visit the stock exchange very soon for listing to be able to play major role in the industry.

Some other groups that will likely have large shareholdings with share prices low must have the option of reconstructing to up-value investors’ shares.

It will be of note to remember that so far the insurance industry as at February 12 2007 has got about 20 mergers or acquired groups, 15 insurance companies opting to stand on their own, while about nine others are insurance companies receiving strong backing from various banks.

For instance, Union Assurance has the backing of Union Bank, Zenith General Insurance has the backing of Zenith Bank, Guardian Express Assurance, that of Spring Bank, Guaranty Trust Assurance, that of GTB, Oceanic Insurance by Oceanic Bank, UBA/Metropolitan Life Insurance being an offspring of UBA Bank, Great Nigeria Insurance with substantial investment from Wema Bank, and Law Union and Rock Insurance which is strongly backed by Skye Bank.

There are also contentions in many quarters that most banks not yet having any insurance company as a subsidiary are working assiduously to enter into some of the standard insurance companies.

The implication of the above is that by the time the recapitalization will be over, a lot of the insurance companies will be scrambling to reduce the number of their capital shareholding through share capital reconstruction.

With most of them testing the ground of the capital market to raise funds, there is expectation that the funds are in exchange for the shares acquired, and stockbrokers are advising that the insurance companies be careful to manage the recapitalization induced exercise with caution; otherwise the exercise will be marred by low achievement of the set goals.

They are of the opinion that with the call by Nigerian Insurers Association (NIA) to foreign investors to invest in the industry, there will be an unprecedented increase in shareholding of the various companies in the insurance industry.

In all, about 20 groups of insurance companies have merged through mergers and acquisition, while 23 other companies have indicated their intention to stand alone. Out of these 23, nine are strongly backed by various banks which experts adduce as their source of strength.

The implication of the above is that he banks will continue to dominated and determine the pace of growth of the financial market since the insurance industry has also been invaded by the banks.

The fear of most investors and stock brokers is that with the infiltration of the banks any negative phenomenon that visits the banks may indirectly affect the insurance companies.

They also agree that the non-payment claims due to lack of funds will become a thing of the past as the banks will always be ready to provide the funds for such projects. 
Maduka Nweke  - BusinessDay
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Oando to establish a 360,000 bbl/day refinery in LEPZ

OANDO Plc, one of Nigeria’s leading petroleum marketing company, has completed feasibility studies on the establishment of a green-field refinery at the Lekki Export Processing Zone in Lagos...................

VANGUARD NEWSPAPER, February 20, 2007
 

Cornerstone Insurance stock moves up by 98%
 Insurance stocks are becoming the bride of investors on the Nigerian Stock Exchange (NSE) with Cornerstone Insurance Plc spearheading the lead in the sub sector..............
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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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