Investors risk colossal loss, as CBN sells troubled banks

…Standard Bank Group, FirstRand in hot chase 
Investors in the troubled banks are in for the great shock if the threat by Central Bank of Nigeria (CBN) to get the banks sold to the highest bidder by April is anything to go by. The implication is that the new investors will hurriedly reconstruct the shares of the banks in a way that would suit their intentions.

The Governor of the apex bank, Sanusi Lamido Sanusi had in a life television programme last Wednesday asked investors interested in acquiring stakes in the bailed out banks to make their top three choices. Sanusi said that the call was necessary considering the fact that the bill on Asset Management Company (AMC) will by April this year be concluded and likely passed by the National Assembly. 

According to him, CBN has done a technical due diligence and are selecting partners that are acceptable to the bank, adding that other shareholders and depositors can then negotiate the terms for the sale. He said that Standard Bank Group limited, FirstRand Ltd and Old Mutual Plc, three of South Africa’s largest financial institutions are among the banks that have indicated strong interest to buy stakes in the troubled banks.

It will be recalled that the apex bank had in October 2009 threatened to reduce domestic banks’ market share to mere 20 per cent and invite foreign interests to acquire stakes in the 10 troubled banks. However, investors are not happy that the apex bank is usurping the functions of shareholders thereby relegating them to mere paper tigers. 

Sunny Nwosu, National Coordinator, Independent Shareholders Association of Nigeria (ISAN) had warned the apex bank to be careful with actions it takes with the shareholders’ investment adding that shareholders will not only hold it responsible but will not fold hands or stand akimbo watch their investments erode. 
According to Boniface Okezie, chairman, Progressive Shareholders Association of Nigeria (PSAN) the function of the apex bank is to regulate activities of banks and not to find investors for them. He noted that the pronouncement of the CBN regarding the troubled banks is having negative impact on stock prices on the Nigerian Stock Exchange (NSE).

He said that stocks have dropped below their listing prices. He said that Intercontinental Bank sold at N13.65 before August 14, but as at Thursday November 12, 2009 the stock sold at N1.89 representing a total loss of N11.76 per every share held by investors.
Okezie said that the highest records of the banks affected by the CBN pronouncement contrasted with the price at which they sell after the pronouncement indicate that the aim of the pronouncement is to kill the banks. “The economy is comatose while the capital market is in a near crash situation. The bane of Nigerian investors and the nation’s investment horizon has been attributed to their lack of commitment in appreciating and understanding attendant rights,” he said. 

Mr Peter Nta, the author of “Shareholders Rights under the Nigerian Laws,” said on Thursday that sustainable investments and its attendant wealth creation would only be possible if Nigerians avail themselves of subsisting legal opportunities to assert their rights.
According to him, “Shareholders Rights under the Nigerian Laws” that shareholders failure to enforce their rights made it impossible for the nation to institutionalize good corporate governance.
He urged shareholders not to despair stressing that the global financial meltdown and the ongoing national banking reforms were veritable opportunities for investors to maximize their rights under the law.
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