CBN to conclude sale of troubled banks in Q1


The Central Bank of Nigeria (CBN) is planning to conclude the sale of troubled banks that were recently bailed out before the end of April this year. This development followed strong expression of interest in the banks from local and foreign investors.
Sanusi Lamido, CBN governor, who disclosed this over the week end the CBN has done a technical due diligence and was selecting partners that are acceptable to the banks adding that shareholders and depositors would be able to negotiate with the new investors on the terms of sales.
Sanusi said, investors are interested in acquiring stakes in the banks that were recently bailed out and that they have asked them to make their top three choices. He stressed that finalizing the deals depends on the ability of the National Assembly to pass Asset Management Company Bill, even though it is being taken for granted.  
Speaking further, he noted that the CBN is trying to fast track banking reforms. “We have got to separate commercial from investment banks. We are also creating new holding-company structures so banks can take risk with that capital and not depositors’ funds.” He added.
It would be recall that Standard Bank Group Limited, FirstRand Limited and Old Mutual Plc, three of South Africa’s largest financial institutions, had in January expressed interest in buying stakes in the banks. CBN said in October last year that it will limit domestic banks’ market share to 20 percent and invite foreign interest in acquiring stakes in the 10 institutions that failed.
Nigeria’s 10 failed lenders are Afribank Nigeria Plc, Finbank Plc, Intercontinental Bank Plc, Oceanic Bank Plc, Union Bank Nigeria Plc, Bank PHB Plc, Spring Bank Plc, Equatorial Trust Bank Plc, Wema Bank Plc and Unity Bank Plc. 
So far, the Nigerian Stock Exchange (NSE) Banking Index has gained 12 percent, with the only distressed lender in the index. Union Bank has returned 5.5 percent. In a speech outlining the next stage of Nigeria’s banking reforms, Sanusi questioned the universal banking model adding that it was obsessed with rapid growth without the right frameworks to manage risk had been at the heart of last year’s problems.
“What we are doing now is categorising banks and we will come out with different capital requirements for the banks. The move could change the landscape of Nigerian banking, until now characterised by swollen institutions concerned primarily with outstripping their rivals’ asset growth at the expense of creating loans and growing their business. Sanusi said regulatory shortfalls had allowed liquidity to flow into capital markets at the expense of the real economy in the run-up to last year’s crisis”, Sanusi said.
“Do we not need to look again at the universal banking model?” Sanusi asked the conference. Should banks use depositors’ funds for their own proprietary trading, should they risk depositors’ funds for private equity, should they use depositor’s funds for venture capital or should they risk their own funds?” he questioned.
Sanusi said the CBN would pursue a hybrid monetary policy with the twin aims of targeting single-digit inflation at 12 percent in December as well as seeking to avoid a repeat of the sort of asset bubble which led to last year’s crisis.
Part of that financial stability would be achieved through tighter regulation of risk management in the banking sector, according to Sanusi, adding that it would stabilise government revenues, which are largely dependent on oil. Sanusi said CBN was working with the finance ministry to develop the use of market instruments to hedge against oil price volatility.
The bailout of nine institutions found to be weak in capital base last year by the CBN sent a shockwave through sub-Saharan Africa’s second biggest economy. CBN governor said legislation would be passed in coming weeks to create an asset management company to recover banks’ bad loans, Sanusi said. 
He said the company would need 1 trillion naira to buy all the bad loans in the system, adding around 0.2 percent to the budget deficit, and would recover around half that amount. Soaking up bad loans in the rescued banks is key to making the banks attractive to the new investors the central bank is seeking to recapitalise them. Sanusi also said he was awaiting presidential approval for tax relief aimed at helping the development of corporate bond market which will enable banks to raise cheaper long-term funds so that they could engage in longer-term lending.
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