Rescued banks to repay CBN in second quarter 
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A state-funded ‘bad bank’ being formed to buy non-performing loans held by rescued Nigerian lenders will free them up to repay by mid-year the capital injected in last year’s bailout, the Central Bank of Nigeria (CBN)said  yesterday.


The Asset Management Company (AMC) will buy up an estimated N1.0-N1.2 trillion  ($7-8 billion) of toxic assets at eight banks rescued in the $4 billion bailout, cleansing their balance sheets for fresh lending and making them more attractive to new investors.


The AMC, which will be jointly funded by the CBN and finance ministry, will buy up the loans in exchange for government bonds.


The legislation bringing the ‘bad bank’ into force was passed by the House of Representatives on Wednesday and has received a second reading in the Senate.


“My sense is that certainly within the second quarter of this year, the AMC will have purchased these assets and the banks will have paid back the central bank,” CBN governor, Lamido Sanusi, told CNBC Africa television.


Sanusi also said the AMC would be able to purchase equity in the rescued institutions to help them recapitalise.


He said third quarter results from Nigeria’s banks suggested the total amount of non-performing loans at the banks in question stood at N1.0-1.2 trillion.


Getting credit flowing again in sub-Saharan Africa’s second biggest economy has been the CBN’s primary concern since last year’s bailout.


Sanusi announced last week that the apex bank would provide a N500 billion facility to the government-backed Bank of Industry (BoI) to enable it to fund emergency power projects for the industrial sector.


BoI is then meant to lend the funds on to the country’s commercial lenders.
Part of those funds will be available for restructuring existing loans, Sanusi said. 
“We do expect that some of those loans will be sold off, some ... will be restructured, and some ... will be fully provisioned on the books of banks,” he said.
“But we think on the outside 1-1.2 trillion (naira) is what the AMC will have to lay out to purchase and to clean up the system and the bad loans, and we should recover about half of that over the life of the AMC,” he said.
The Senate will debate the AMC bill at a public hearing before voting on it in a final reading.
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