CBN to sell troubled banks by second quarter 
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Contrary to reports that the Central Bank of Nigeria (CBN) is not in a hurry to sell the seven banks it rescued last year, the regulator has indicated plans to complete the sales by the second quarter of this year.


The apex bank is believed to favour the option of merger and acquisition of the affected institutions.
Speaking at the Euro Finance annual conference in Lagos yesterday, the Deputy Governor, Financial Sector Surveillance, Mr. Kingsley Moghalu, said that the boards of directors of the affected banks were negotiating with strategic core investors.  

The CBN earlier said that it had received expressions of interest for the banks from South African-based financial institutions: Standard Bank Group and FirstRand Limited, and the European Investment Bank (EIB). 

Moghalu stated that in terms of the acquisition of the banks, the CBN would consider sound corporate governance and strong risk management structure of the potential buyers before their capital base. 

He said that for the confidence to return to the financial system, the toxic assets of the seven banks that failed the apex bank’s stress test must be absorbed by the Asset Management Company (AMC) so as to make them more attractive to the core investors. 

Reviewing the situation preceding of the banking crisis, Moghalu said the regulatory shortfalls, including within the CBN and other regulators, host of other problems bordering on poor corporate governance within banks and lack of effective risk management practices contributed to the crisis over and above economic and macro prudential issues observed. 

He stated that once corporate governance was not working and there were little checks and balances between the board and management, the institutions were bound to collapse. 

He said: “The blue print for the reforming of the nation’s financial system in the second phase of banking reform is built around four pillars.”  
Outlining the four pillars to include enhancing the quality of banks, establishing financial stability, enabling healthy financial sector evolution and ensuring that the financial sector contributes to real economy, he said that confidence had started returning gradually into the financial system. 

The Deputy Governor further said that the CBN would work hard to bring about the emergence of a competitive banking industry structure, the required infrastructure, improved cost structure of banks (through cost control), reliable and secure payment systems and reduced informal sector and greater financial inclusion. 

He said that the CBN planned to develop a comprehensive regulatory framework that would govern margin loan lending to ensure that all banks funds were not channelled to the capital market. 

This step, according to him, would ensure that banks direct their lending to manufacturing sector and avoid speculative lending to stock market. Expressing the need for capacity building, he said that the nation’s banks must adopt International Financial Reporting Standard (IFRS) while reporting their financial statements.
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