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ABSTRACT

The language of business is money, and money is the
business of financial institutions. The most developed
segment of the Nigerian Financial Structure is the
banking industry. Thus, it is quite noticeable that
despite the depressed state of our economy, there has
been a continuous increase in the number of banks day
in day out and most especially that of Merchant Bank.

For many years, but most especially since the Structural
Adjustment Programme became the fad, banks did more
than keeping people's money. The banks became traders,
dealers in foreign exchange raking in millions of naira
in profit. Despite SAP, the banking industry became the
institution with the midas touch.

The sudden upsurge in Merchant Banks should not come as
a surprise. With the structure of the Nigerian economy
changing so rapidly, and with the pace of industrialization
gathering breath-taking momentum, there is the inevitable
need for wholesale banking, venture capital, tax financing,
equipment leasing and for medium and long term financing
activities that are outside the traditional domain of
commercial banking. However, this development brought about
other problems such as using these banks for money laudering,
419 scandalous transactions, dubious transfer of poor

Nigerians' hardly-earned money to oversea accounts of



Vil

operators of these banks for self-enrichment and
unprofessional hanling of financing activities
without necessary security and gurrantee.

These and others are determinant factorsin the

success and failure of Merchant Banksin Nigerian

economy.



viiy

TABLE _OF _CONTENTS

Pages

Title o g
Declaration :ii {_ 1
Certification fvl; | 11§
Dedication 'i,ﬁ;Q; iv
Acknowledgement v
Abstract ‘  -; _ vi
Table of Contents i vii
CHAPTER ONE -
1.1 Intméduction 1
1.2 Stétement of the Problem 5
1.3 Objective/Purpose of the Study [ 3
144 Rezearch Methodology .;, ¥ 4
1.5 Significance of the Study B 7
1.6 Delimitation 9
CHAPTER TWQ: LITERATURE REVIEW
2,1 Evolution and Development of Merchant Banking _

Industry o 10
é;z The History of Merchant Banks in Nigerie 15 -
2.3 The Characteristics of Merchant Béﬁigh 19
2.i Distinction Between Merchant Bank and
" Commercial Bank 7 | 21
.2.5 Berchant Banks in Economic Devalopﬁénx 25
2.6 Monetary and Fiscal Policy Effects on

Merchant Banks, o 31

FOOTNOTES | S 2



CHAPTER THREE: PROFILE OF THE SELECTED
MERCHANT BANKS.

3.1 Overview of the Nigerian Economy i 43
3.2 Structural Profile of the Salected _ : |
Merchant Banks, L 50

3.3 Operations of the Selected Merchant Banks 52

3.4 Interfirm Comparison of the Selected .. .. .
N Merchant Barnks g;IJ 73
3.5 Analysis of the Interfirm Comparison of

the Selected Merchant Banks.

REFERENCES

CHAPTER FOUR: ROLES OF MERCHANT BANKS g3 THE
NIGERIAN ECONOMY,

.1 Merchant Banks Services | - 8l
4.2 Problems Facing Merchant Banks in Nigeria. 110

hed Survivsl Strategies for Merchant Banks
" in the 1990's, i 113

REFERENCES. s 11s

| CHAPTER FIVE: SUMMARY, CONCLUSION AND

RECOMMENDATIONS
.;2+1  Summary 116
jé.2: Conclusion 118
5.3 Recommendation I .   122
REFERENCES, B S 127

BIBLIOGRAPHTY 128

APPENDIX,



CHAPTER _ONE

INTRODUCTION:

The banking industry in Nigeria has develobed along
the lines of the economic situation in the country in the
last six decades., It could be reCalled that the history
of the First Bank of Nigeria could be traced to 1894
when BBWA-Bank of BriflsHLWest Africa started operation,

Bank intermediate fundis between savers and investors,
they act as catalyst in the process of capital formation
which many economists emphasise as the major factor
governing the rate of economic growth and self-reliance.

As development proceeds and the sfructure and
organicsation of the economy hecome Increasingly complex,
the role of bankes also assumes increased complexity. For
instance, the Nigerian banking scene witnessed some | |
radical éhanges following the establishment of the Centrél
Bank of Nigeria, The introduction of money and capital
ﬁarket instruments such as the development stocks, treasury

bills, and the Central Bank of Nigeria operated c¢all- -
money scheme, witnessed radical changes in the portfolio
. management of the banks, The process of transformation
i was further deepened with the introduction of tressury

 certificates and certificates of deposits.

1 @ggyfﬁlm UNIVERSITYY



From 196, banks became a major vehicle.for the
Iimﬁiementation of the then rudimentary monetary and external
resérve management policies éf the Central Bank of Nigeria,
This rele became incressingly important as the need for
fhe implementation of more sophisticated and complex
monetary, credit and external reserve policles éﬁeﬁgedhihl

the wake of the civil war in 1967, The advent of the war,

- for example, led to increased fiscal deficits, substantial

increase in money suprly and bank liquigity'with concomitant
inflationary pressures, In addition,'tﬂé ensuring
shortage of external reserves led to the enforcement of
éinhange controls, Towards the end of the war, the
anticipation of severe post war inflationary pressures
Qrising from part-up demand and excess liquidity led to

the introduction of direct credit control measures by the

JCéntral Bank of Nigeria in July, 1969.

The roles of Nigerian banks have aisﬁ been 1nf1uehced
by the changing views of the monetary authorities about
what should be the proper roles of banks in the soclety.

A significant milestone in this regard is the revport of

.., the Financial Review Committee (1976). Some cf the



recommend ations accepted by government in the white paper
on the roles of Nigerian Banks 1ncludéJ£§:&;oilowing:-n 1'
i) that the banks should actively facilitate  §§%x
the transformation of rural anvironment by
promoting the rapid expansion of banking 1\‘
facilities and services and barking habit in
| the rural and near rural communities,

11) that banks should conform to avowed national
objectives and identify fully with Nigerian
aspirations by taking a more active part in
the financial of the economic programmes of
national priority; ”._. l_ |

i11) that the banks should use a significant part

| of the profits to 1mprove the quality of '
servica they orfer. | _

| Some of the changes in the role of banks brought | ;

about by the above views of the monetary authoritics_*
- include the intreduction of the Rural Banking Expansian.
Programme; the requirement that banks should allocate
specific loans to their rural branch customers; and the

change in the ownership structure of banks,



The most recent development which has dictated
further changes in the roles of banks in Nigeria is the
adoption of the Structural Adjustment Programme (SAP).
The programme s.w Nigeria change from a rigorously
economy involving large government intervention to a
virtually decontrolled economy and a regime of free
enterprise., Of particular interest in the Fost-SAP
era is the enormously increased emphasis and responsibility
that has devolved on the banks in the era of interest
rate and exchange rate determination and foreign exchange
and esternal debt management,

Merchant banking (a section of the banking industry)
which we are concerned with is an activity which has
existed for over 30 years. The justification of the
entry of the Merchant banks into the Nigerian banking
market is to fill a gap in the term structure of credit.
Commercial banks tend largely to give short term loans
to borrowers, These Merchant banks among other functions
as mention in this work specialise in the provision of
both medium and long-term loans are responsible for debt
factoring, equipment leasing, investment management,

issue and acceptance of bills and management of unit trusts,



1.2 STATEMENT OF THE PROBLEM:

h

OLSe v . : P L
Many obgepvprqhave argued that wholesale banks

(Merppant banks) need to embark on some enlightment missions
to educate laymen (potential customers) on the types of
services rendered by Merchant banks, : | |

There is also the guestion of political sfability
especially as the pattern of alternating rules between the
usually firm armed forces and the rather more carerreg
civiliahs continues, This maf cohtinue to bfiﬁg about
1nconsistency in policy.

| Events at the 1nternationa1 scene.also have repercussion

within Nigeria, For one thing, the economy is import
dependent and so can suffer from transferred inflation,
Crude o1l is the main signle export earnings, it has created
balance of payment problems, All these have adverse effect
on the activities within the banking séétor soﬁe poaifive.

some negstive,



1.3 OBJECTIVE/PURPOSE OF THE STUDY:

This work is to show the relationship of the
Zsééblishﬁéht_.of Merchant banks in Nigeria and the_
economic development. | |

First, the services rendered by Merchant Banks in
Nigeria signifies the increasing particlipation of the
investment barnks in the long term development objectives
of the economy.'

: Second, Merchent Banks participate in the governmenf
drife to”#finuléte the private saector especially going
by the bulk of the increase in lending. It is thuas
logical to say that the more numbers of Merchant Banks,

. the better improvement of thesge performance f;cofds.

Third, the Jumbo renumeraticns, given by these
banks serves ag an incentive scheme to motivate workers
- towards working harder to provide quality services offered

by the bank.




1.}, RESEARCH METHODOLOGY:

The data for this study 1s derived from secondary
data 6f sources such as Central Bank of Niperla annual
raport and statement of accounts, Central Bank of Nigeria
publication Bullion, Annual report and statement of
accounts of concerned Merchant Banks, Business dligest
af Merchang Banks, Nigerian Hanking Filnance and Commerce
publication, Paper presentations =nd write-ups of
scholars at various 8eminars, National Dailies, Journals
Business Times, Business Comcord, Financial Punch etc,
The deta will be analysec in relation to trends of
devélopment, operations, services etc. of Merchant danks
over the past years, using relastive measures, Principal
text bocks on Merchant Banks in Nigeria are also included,

Samviy e
1,5 SBIGNIFICANCE OF THE STUDVY:

R S

The importance of the role of Merchén£ Banks to the
economic development cannot he overéﬁphasised; A healthy
economy 15 vitally dependent ¢on efficient transfers of
funds from savers to firms and 1ndiv1duais who need capttal.

The continued increase in the number of Merchant Banks
o TLLINT

3" and the huge profit declared with a short period of



operation degpite the dwinling nature of our economy,
'while other business ventures continue to collapse,
Attempt will be made therefore to see whether Merchant

- Banks can contribute to the economy or not. -

The study of Merchant Eanks and economlc development
is of paramount imrabtance because there is ﬁo doubt that
the growth expansion and changing nature of Merchant
banking activities in Nigeris within the pasf years have
been a reflection of development within the economy. |
itself VIZ-a-VIZ post waf reconstruction boom (1970-1977),
the indigenisation Acts enunciated by the Nigerian |
enterprise promotion decree (1972-1979), the various fiscal
and monetary policies pursued in the 1980'3 the effect
[”rof expansion of Nigeria's International Trade. tha
1nrreasing participation of the private sector in the
.. development process engendered by the varioqs“developmant
. plans; expansion medication and .other 1nfra;£ruétural

- facllities have not only served 10 increase public ’1‘.
expectations in terms of banking services, but also enables
" new interpretations of the role of Merchant Banks as o

JHOVERS 20
mobilizer, the purvevors of funds in the development process,

kel



The study of Merchant Banks is also justifiable
ﬁecsuse of the important role 1t plays in revenue
generatlion for the govermment and its supportive role
to given parcentage of populztion by offering them
employment opportunities.

- Moreover, it also enable us to know some interactions
- of Merchant Panks as a source of capital in relation
to Central Benk and other financial 1natitut10ns.
Furthermore, the findings will provide a_rranework
of reference to the government, financial a;glysf. 'jm'

investors etc. amd hopefully too, it shall povide a basls

for further research in this or similar flelds.,

1.6 DELIMITATIONS:

Due to the fact that Merchant Banking roles are
virtually the seme and since it is impossidle to sample
. all the Merchant Banke in Nigeria, the concentration of

- this work will be on selected Merchant Banks.:



CBAPTER __TWO

LITERATURE REVIEW:

2.1 EVOLUTICN AND DEVEIOFMENT OF MERCHANT BANKI NG
INTUSTRY:

Merchant banking developed frist in Britain 1in
.:-"
the late eighteenth century. This type of tusinses

be gan when Merchants agreed for a comsideration to lend
their reputation to accept the bills of othere there by
guaranteeing that the acceepted bills would be wet on
maturity. However, although Merchant Banks were clogely
assoclated with the early development of Merchant

banking (i.e. acocepting bills of exchange)} this does
not appear to bs an important feature today.

Merchants are the pao.ple that are responsivle for
providing short term finance so a2 to make the wha§13
of trade run emcothly. Dut in contemporary world, thie
definition & no longer tenable ag there are lote and
lote of controversies on what Merchang banks is or ie not.
The way these institutions have evolved over the
past two centuries can be sald to be the major reason
for the lack of working definition. At the begining,
today's legends of the Merchant banking industry started

off ag pure marchants., PFor instance, the firm of

10
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Arbuthnot and Latham, (the predecessor of today's

Merchant Bank - Arbuthnot Latham and company limited) which
wa® e8tablished in 1833 was engaged in the chartering

of ahips“i.’ar. voyage to and from Ind_ia. and lin __tho_oalo_

of Indian Merchandiee in London1 I1I:. waé nof ﬁﬁtil 1.890
_thatl ite Marchunt banking bisinees atarted and this involved
Ithe financing of comnodities it traded-in including tea,
coffes, rubber and sugar. The same can bY@ sald of Baring
Brothere and Company Limited which 1l generally ack@wowladged
aB thel oldest of the exir-ting Merohant Banks with a

hiatory dating back to 1763; and of Brd-rh .-;llh.ilplay and
company limited, a firm that was established by Alexander
Brown, a Balféetlii?’% Merchunt who in 1798 emigrated to
Baltimore in the United States and engsaged in a successful
ioport /export tueiness and many othere.° It ie worthy

of note that not all of today's Merchant Banks were
orighbally Merchante. And this is one of the sources of
the emormous varieties in Merchant Banking Institutions

o today. For example, Henry Anebacher and company limited

e tarted a8 a firm of etock brokere in 1894 and became

authorised bank in 1961.3 In recent years there aleo came

e A



12

into the industry Merochant Banks of the lLondon clearing
Banks. Barclays Merchant Bank Limited, which was
e tablished a8 a whole esale money market operation
| in 1967 and which moved into Merchunt Banking in 1972,
.18 ﬁ éaﬂe in point.4
Mhe process and period from Nerchanting o
“y: banking differed from the v.rious haﬁks" In génaralf-’
however, the processlgtarted with the Merchants engaging
entirely in infefnational-ﬁraﬁe wheraby they purchased
gooda, mainly in Barope - the maln faotory of the world
| for moaet of the Centu-‘l’.‘f— and ahipped these to the
dowloping pa.rta of the wor-ld partioularly the Americas,
_Aﬂia and Afriag. Once the goods were sold in these
markets &he proceeds were ueed to purchase raw materials
and céﬁmodifi;s uaéd fﬁ fe;é:tﬁé faofdrieﬂ in Europe.

In the early part of these trades, the exchange
was done on pure bartar baﬁiB. These trading activities
anabled the N’erchants to develcpad bueiness relation-

_ ship that waxed stronger a8 time went on. M™ret, the
local traders :®ked thelr overseas Merohant/Customers

to hold and/or invest part of the proceeds of their

commodities for them in the U.K, Thus, these Merchunte
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¥

4
DO gume the bankere and financial sdvieer of their Overeeas
¢lients, looking aftor their investmente, Thecse bt-:sj.o
trading oonﬁot enabled the Merch ant. Ito acauire |
comprehaensive and respectible knowledge of Overeeas -
baginess conditions and of the developlng countries
in.gamml. Because "most of them have speecial oonneationa
with particulare /areas of the world... the: have spacial

knowledge of credit oonditions ()\rtareea.ls..'5 In turn, this

knowledge wag put into uee in two way® whioh led to the

Kerchants beocoming active bankere, For the early
development infrastructursd, in partioular, in Overseas
countries, money was needed from the U,K. whioch had

become an international trade gmd financial centre am

e — L

a result of the activities of these Nerchants, quey
ralsed through the efforte of the *'Merchant Banks \lpoﬁred
out of Britain into the Americas, the Pritish Empire,
Européan and ®ian Countries. Another sphere in which
the emerging Merchant Bank khowledge connections and

reputation were o become useful waé in the development

of the bill of exchunge a8 a model means of payment in |
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international trade. DBritish exporters therefore

rely or the acquired and acknowledge attributes of

Merchant bankeres to finance exports through bille of |

exchange, ~eligible paper-Treasury bills und slso the

lowen t rate of Aiscofint.

Given
banking as
thelir role
following:

i)

ii)

the history of the development of Merchant
noted above, it could rightly be sald that

to economic development +ill include the

Offering banking services euch a8 a.dvanoing
loans and advances, 195;31215 of'aquipment.
and plants etc;

Corporate finance services-agcting a8 issures
and managers of long-term Jabts for overseas
governments and public inetitutions, mergers
and acquleitions, reconstrucyions and take
overe; advioce and Puppeort 1sau1f1.g houeeas ;
other sorviooa; advicere in the organisation
of employeos' benefits schemes for corpora‘ba
institutions a3 well as prov:!.do advioe and

fimaocial resources for project financing.
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2.2 THE HISTORY OF MERCHANT BANKS IN NIGERI A:

Merchant Bank originally was regarded a8 an
institution designed to facilitate international banking
and trading activities of the multilateral corporations
and government, Today,this initial conception is no
longer tenable because of the expertise acquired in
Overseas trade which extended into servicing the needs
of the modern capitalist economy domestically and
internationally,

The history of Merchant Banking in Nigeria goes
back to 1960 when the first Merchant Bank in the country
was established, The two institutions that commenced
Merchant banking bueinese in Nigeria were both registered
in 1960. The Nigerian Acceptances Iimited (NAL) was
registered on 25th Novwember, 1960 whilst FPhilip Hill
Nigeria limited wa® registered on 14th September, 1960,

The two firms were, prior to merger in 1969,
engaged in identical set of activities, Theee included:-

a) Acceptance of deposite from institutions,

b) Pinancing of commodity exports by granting
credits to the marketing boards;
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¢} Provisions of loams and advances;
d) Lending monies tc businessmen anad h:.aimu.sae.;

e) Acting a8 an issuing house.

Betwaen 1963 and iﬁB, the NAI. Merchant Bank Limita‘.ﬁ
ré zalnadthe only licensed Merchlalnlti Bark operating in
the country. In agust 1373, NAL wae joined by UDT
Bank (Migeria) Iimited pow Nigerian Marahant Bank which
wat reconstituted (it was fomorlylt!nitad Tominjon .
Gorporation ongaged 1n hire purchase tuesiness) to perform

Hornhemt Banking f‘unotiom. Four new inetitutions were

T UT L R RS
‘ T

4180 granted 1igences to funation as Merchant Banks .
between 1974 and 19'?5. thereby bringing the total
aupber io a.ixl. .- Thsse 1nolude ﬁrat National C:I.ty Bank
of New York {Nigeria) Limited, Firat Rational Bank of
Chiocago (MNigeria) Limited (now) Internationsl Merchant
Bank (Mig.) Liuitsd, and Chese Merchant Bank Limited
Now Oontinental Merohant Bank (Fig.) I,iﬁ:'ited. I.n 197"'5,
Nigeria Industrial Dewlopmant Bank in partnership with
| lt‘;“r?;?x Gﬁarra.nty Frusat COmpany of New York Barina

Brothere of London, and National Imurance Gorporation

¢f Nigeria transformed IZONR Seouriltio_s Limited into



‘ ICON'iimitﬁﬁ (Msrch#nt Bankers ) vhose business ie
. that of Merchant Baridng.

No new Merchant Bank was established in 1976 nor
indead during the next few yeare. It wae until 1379,
' that there oacursd another entry 1nto the Nigerian
Merchant Banking arena, that is the Birth of Mgerian
Amaricéh Merchant Bank Limited, owned by anothpr
reputable Mmmerican Bank-the Bank 6f Toston and privaﬁ
Rigerians, This entry is significant because, thi=s
18 the first Nigerian Marchant Bank organised by
privata Nigerian Investore in collaboration with
fornigp hanking ;ntereata.

Daring 1982, also four nﬁw Merchant Banke wore
grantad licences, These banks are Merchant Bank of
Afrioa(Nigaria);Limitad, Mlret City Merchant Ranic
Limited, ABC Merchant Bank Limited and Crindlaye
Merchant Bank of Nigeria Iimi ted.

Merochant Banking at this time wa® characterised
by a ratﬁer loose regulations by tha Central Bank of
Rigeria, operation in a highly liquid esohomy and =

higzh degree of partitipation in international trade



18 I

and exchange, Ironically, during the recessionary

.cra.; both existing and new Merchgnt Hanke expariencad L&I’
%nﬁ unprecedented growth in both size and profite aa |

I::' economic deregulation of :I.njerwt rates gave them
éhoi'moua opportuni ties to reap fortunea from a rogulafed

- soonony. Today, there are 54 Merchant Banka.bperating

in the country with 113 branches nationwide.

The reszpon behind the influx Df Merchunt banks

- during 19708 and 19808 can be zz&éouﬂtaﬁlue .to "*the
ohanging structure of the economy towards increaped
indusitrialization wh'*oh requires the type of ®ervicas
Ithat Merchant Bankse pmvi'do such 95 wholesale banking,
medizm and long-term financing, equipment leasing,
debt factoring ete., The zwailabil_ity of such sarvioes
h as be&oma more desirable in the v&;;ke of the |
indigenisation policy of the government under which
Nigeriane c.me %o acqulre certain ueinsss enterprices
hithertc ovned and manased by expari‘tiates.“s This
rewson advanced by the Jentral Bank in 1974 remain valid

ti1ll today. Even though the indigenisation exercice hae

been substantially completed; industrialization proocese
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i
-\'. [ I; ;

proc;eda; the need for the specialiﬁed, tailor ma;i:é
services of Merchant Banke including loan “E’?Qé’[ifgm\,
pro ject finance, financial advioe on mergere; - \\[
re ooné tmotibn”and raorganiaation, new issues and .Imllda
management will increase,

T

2.3 THE CHARAJTERISTICS OF MERCHANT BANKS: .

Tc:dla.;pr after all these developments, the Merchant
b-anké iw.ve cometo be 'aasociatedlwi'.bh ée.r\il:'aih' |
characterdstice. The hallmurke of Merchant banking
would include among others, high—lavel._ppecialise{;l
e.x:pex.'tia.e, imaginlatidn; adaptabllity, integrity,
innovativeness, ma.nei&;}j;';bility, flexibility and
individuality. In the main and in partioular two of
these characteristios di. .inguish the merchant banks ,
They are:0

a) Their entreprensurial instinet, which is

borne out in many ways - at one time by théir
perchanting activities and their handling

of governme;lt loans which in the early days
tha:;r .wvlould tuke on to their own banks in full

before placing them with the publie, usually

at a large proflit; and



B)

-
TN

Their adaptabllity, borne out not only by

the catholic¢ nature of their present day
activities mt by their ability to adjust

to changing circumstances cver the yeare,

The perfeot example ip their imrention

of the Muro-dollar {or suro-ocurrency) the
making of a market which enabled the prineipal
currencies %o be used outside their countries

of origin, "8

In other words some characteristic traits usually

tdentified with a Morohant Bank ocan be a8tated thue:.

a)

b)

e)

a)

£)

A high perocentage of decision makers in 1its
staff;

Close contaot with Lts environment;

Depsndence on fee and commiseion income

High deneity of information

Sophis ticated service both nationxl and
intarnational;

A substuntial #ize of both human and financial

resources
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&) High liquidity ratio;
B) Innovative a8 asgainet repetitive operations;
1) COncaﬁtfata on medium and long term ehéagéméhh.
Fence, ‘where mox:g-ar ies nesded to co'néum;to .n. L
business transaction, "the characteristic funetion of |
an acceptance house is to use its n.me to mobilise funde

.\-61' other institutionse for the henefit of ita. aistomer. nd

2.4 DISTINCTIOR BAT'EEN MERCHANT BANK AND

CCMNERCI AT, BANK:

The main distinguishing featuras_ be tween Mprchant

banks and Commerical bank are a3 foilown:-

te Merchant bahk are wholesale bankere who a&e to
wmobilimation, acceptance of deposita and lending
in large amounts mainly from to institutional
i—nves't;ore and firms, Teal with a relatively lama.ll
gumber of large accounts whilet a commercial bank
on the other hand act primarily as a retall banking
tﬁat mobiliaé, acocept deposits and lend in both |
small and large amounts from/to individuale and
firms, Deal with a relatively large mumber of small

accounte,
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Merohant Banka have their deposite usually fixed
and 1nterast bearing, but those of commerecial
banks may be fixed or on demand with or without

interest.

!'he loam 01' the Marohant banka areé less of the
overdra:rt ‘type, more of term 1oan or 1ong term
basis while thoee of the Commarcial Banke are '

more of overdraft or on shori-term basie,

In terms of camsh reservea, Merchant banks are
iésa concerned with liquidity, because of

natehing principle application az they rely

loan

more on of larga mmbers, hut 1n the case

‘ot ccmmercial banks, they are greatly in need for

' eash and liquidity, little application of = .

matching principle a8 they rely more on i\b@flo:r
large numbers. | |

Merchant banks operate through a few mumber of
branchee and represantativas offices :I.n large
Urban/induatrial and ‘commerci al centres wherse

the "big" corporate and individual clients can be
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an accepting houeea 1ivea on 1te name d.nd wits,
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found whilst f)o_gmercial bank operate through a
wide retwork of branches, This partially explains

the relative oecurity of merchant.

Ap it i8 clesr from development of the concept of

merchmt ba.nking, the imtitutiona have

traditionally employod thair expertiae md 1ngenuity
in providing mainly fee rewarded services rather

than operate aﬂ pure rinancial intema diaries like
"

the oommerc_ial banka. Rev-ell makea this 1mpor1:ant

point very succingtly in stating that: "%hereass
a depost ba.nk livaa on 1'09 depoai_te a.nd bra.nahea;
e ARV 10
Merchant banke customers are special and con-
centrated and a8 such there ie less need for 8 1ot
of branchaﬁ whi].at commsraial ban‘k one tome:s are
of various types and widespresad, a8 such there is
greater need for their presence tl'_xr_ough _b_ranch

ne twork,
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BI. Merchant Banks provids specialised services 'bo\;
8 ﬁ;bial oustomere in the are 48 of internationsl
banking and fina'n.ca areag whilat the services of  *
the Commerocial banks are of varied nau:ro:"ﬂa;'bx meet R
the need of diffevent types of .matpmaz_-_a_.l,l mainly

E ™

in the dowestic banking mnd finance sreaa, ; \

'9, Merchant banks gemsral operation are relatively -

more flexible and dynamic Wt that of ocommeroial "
bank are relatively more conservative and less

Bynamic in nature,

In contrast with commercial banke, thlaz.'efbfro‘ |
Merchant banks remain small orgamisatioms, offering ,
whole# éle ﬁanking,. coﬁcentrating on esiness 1r§vo}vqu |
large sum2 and the use of sxpartiee, 1¥eav1ng the Bmaiil
transactions, Irstail banking and the subeeguant routine
olaricai work involvsd tb the commercial banks, . .|

| Fowever, despite the broad: 'gemraliaaﬁoh a.bo'é;;
Merchant banke are mw_f_acad with growing competition
from commerclal .banka and othayr financial institutions
in their traditionsl sress of activities. o imesarch
for more musiness, they now enguge in a greater mimbar of

finanoial operation. '
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2.5 MERCHANT BANKS IN ECONOMIC DEVELOI'MENT:

Merchant bank ie a recent development in Nigeria
financial eystem. In view of thies very little has

been written on it,

Okigbo (1980) in his book 'Nigeria's financial
e ys tem-8tructure and growth' devoted a chapter to
the treatment of the activitie®s of merchant banks
in Nigeria between 1970-1978. Though he aseerted
that not much can be #aid about merchant banking
bueinees in the country prior to 1975 ut the period
after, uehered in due recognition of Merchant bank
operations and the functions they performed hitherto
in economic development of the country. He also
examine the impact of the bank decree 1969 and he
concluded with the nation that the decree impair the
efficiency operation of Merchant banking induetry in

Nigeria.
Nwankwo (1981) in the Nigeria Financial System

talked a bit on the activities of Merchant banks in
Nigeria. Ve traced a brief history, development and

operation of Merchant banks in Nigeria and how they



have measured below federal govarnmant guidelines
sez;ves as a good foundation for aaaeesing thelir 1mp;mt
1;1 financing indus trtes in Nigeria,

Samuel A, Onwutalyg (1988) in vprofitability of
| Merchant Bank in Nigeria (19844988)"12 gave a
meaningful definition of what a Merchant bank is; ‘.
Iexamine the various eriticisme levelled against thelir

function of nmobilising savings for inves tment purposes
vis-a-vise the profite they intand to nzke, liquidity

problem ot conoantrating on 1ong—tam 1ending with
short-term funds available qQespite the present economic
recession and élumping in business activity. He also
| want further t¢ trace the déﬁiopﬁe‘rit-éfj Merdﬁant

ba.nk in NMigeria, role of the Merchant banks in economy
intem of banking services such as granting of loana,
leasging, ayndiocation, perfom documentary and clear
c_re_tdim, dq_cume;}ta.ry and clean collections, remittances
of f;reign éxoha.nge, nds, guarantees and indemni thes
(1) ﬁ'a’gg;ate financ.e;pubi.ic'iélsuel of aquisty anddebt
and alao the .pm'va-to placement of shares and debentures;

and (ii11) specialised roles in agricultaral credite;
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e xport trade and finance, He came with lauydable

recommendati ons worthy of notice - (i) Néad for Marcﬁ_'ant.

banks to concentrate more on speclalised services 1ik;

eguipment laasing, acceptance/issuing house ueiness

and investment advice (14) Need on the parf of Merchant.

banks fo direct their lo.ns and advancea to more

productive channels over and above the present pmportioﬁ

ote, , _ | .
J. K, Onoh (1982) in hie book "Money :ind Banking

in ffi’riea"” gave a brief definition of what a Merchant

banks ie tut concentrated much more on the reasons for |

late development of Merohant bank in Nigeria. The factors

militating against the develo;ment of Merchant banks

in Nigeria are as follows:- (i) the 80oio-economtc 8 ys tem

adopted does not encourage the development of private

Bector especially in the sphere of international trade

a8 8tate trading agencies undertake much of the importing

of consumer and capltal goods required in the econouy;

(i) Such agenciea do not x*.eq;'l.f:re merchant bank financing:

(1i) Merchant banks have lost their ex.cluaive position

a8 financere of foreign trade ag commercial bank perform

similar functions today a® they are more accessible than
Merchant banks; | | -



(1i1) the use of bille of exchange accepted and
vouched for by Merchant banks for settling both

domes tic and international trade has been largely
replaced by the use of irrevocable and confirmed
letters of credit which assures a foreign supplier

of payment for his goode (within a defined and

agreed time limit e.g. 30 days, 60 days, or 90 day® or
more) on presentation of the shipping documents
certifying that the goods in cuestion had left their
port of origin and were consigned 'clean' to the
importer; (iv) the money and discount markets in
Nigeria are highly underdeveloped, Teveloped money

and discount market are essentially for the negotiation
of bille of exchange; (v) the decsi~» of Nigeria to
develop rapidly and to attain a higher level of
employment, output and standard of living has led
government to give more encouragement to thome financial
institutions which are concerned with financing

indus triee rather than trade. Fe summed up the chapter
by highlighting the problem facing banking indus try

in Nigeria a# (1) subsistence economic base;



(11) Banking density to limited cities and Commercial
centres only;

(141) Manpowsr problem =8 banking is a technical matter
and demunds special skills coupled with stiff
commetitionbetween banks and indus try for the
limited qualified manpower;

(1v) Toor bank attitudes as little or no attention
is given to small saver and more interest is
ziven to big deposftore like firmes and the
govermment; and

§v) rigid loan conditions bused on the criteria of
character, capacity, capital, or the ability ¥t.n

pledge collateral securities,

Dr. Adewumi #ole (1985) in hie book written
titled "25 years of Merchant bankins in Nigeria"'* 1aua
the contribution of Merchunt banks, It was a good
endeavour on the part of the aanthor to show what
Merchant banke are and what they do to the undere tanding

of the cogfused majority.
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lﬂerchu.nth banks are defined @8 banks bcause they
aoeaft ..I:lepoilsiﬁé and ﬁwn licuid as=ets, ’I‘hare a.re
some classioul differences beiwsen merchant banka and
Commercial ba.nkq. The functions of a4 typical Merchant
.ﬁs.nkal are Iinxﬁaroﬁa, bat ;re broadly classified into

Banking Services snd Corporate M nance Services,

0lalusi (1989) in thetlecwr'a' t1tled "Hole of
Banks in Econom:l.c Development" sqya that Merchant
banke has played a oredihle role in finmoial a.nd
80014l responsibilitiee to ~their ®taff, their
!ous tomere and the society. The b@k__a offer flnancing
services by providing gedium or 1oné term finance,
for purchase of industirial wachinery or ;I;lxemt',‘ o.r
‘export financing, provide briaging i’inmaq repayatile
from a known source for a faw daya or Beveral monthe ;
.. provide inetaluental credlt and leasing for example,
the equipment leasing Asocciation o.f“ Higgria Comprising
. mainly Merchant barks play a promi'nen;b role in both
financial snd operating lesping in Nigeria; play!d.
the role of financial intermedla‘cov :for lending -

borrowing prooess wherever there 13 genaration and
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exchange of debt instrument. Thue, the Merchant banks
have ocontritated imcermely to expantiion of prbc‘mativity.
1; Nig‘eria particularly 1In agriculture, and industrial
fipance.

In the final analysis, in the thirty-four yeam.
.'olf Merchant banking in N_igaria, the industry has
dramat'.cally developed the ecoromy through their

operations and the credit.worthy seivices rendered.

2.6 1993 MONETARY AND PISCAL FOLI JY:

EFFECTS ON MERCHANT BAMNKS
The spacifioc objestives are:
- The moderation of the rate of inflation
-I Reduction of pressures on the exterual wector

80 48 t0 achieve a sustainable balance of payments

position; and

Shabiitiuny
-  Stabllising the exchange rate of the Haira.

The 1993 mone tary policy guidelines appear to be
genuinely consistent with the phased implementation of
an .:l.ndireot or marke't orianted approach 1_;0 mone tary and

"

ceredit control. Indeed, tha 1993 suidelines 'g_:n es far

a® suggesting that open market operations could cone titute



the major instrument for achieving monetary policy
o‘njectives and targeta. The enviaaged reliance on -
| Open ma.rkat Operations can only work if, interalia, the

following pre-conditions are met:-

1)__3-' Affectad federal goverrment debt instruments
| will be pr;Leed properly i.e. treasury bille,
.tréaét\zryl ceﬁfii’ioataa and developuent 8tocks
: S ILAL {y :
have to provide competitive yields and
1'1;) | Baggetary targets will be adhered to and so
there will be no reeﬁurse to massive deficit
epending of a magnitude that would exceed the
B abaorptive capacity of the money and /or

R capital ma.rket.

=A% If comdition (11) a'ove i voilated then, the
_/central Bank will probably have to resort to the issuanoe
/ :
of stabiliaation aecuritiea as a "fallbaok poeltion”

p

Ifr/ H :
'/oz‘ a.a a "partial stop—gap meaeur-o." condition (i) abova

.r-,-s
- would bave been a lot esslsr to fulfil if the 1993 mdge t

liad included a provieion for changlng the tax lame
f/ ‘to grant pe.rtial or total tex exemption on the income
- |
acoruing to an investor who purchases and holde federali

governnant debt inetruments, Unfortanately, the 1993
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budget did not offer any Bu.ch support from the finange
m:l.niatry, baaidaa the reduction in rersonal Income Taxnn.'
Thia mtwithatanding. large scala opan mar-ket operation

might lead to the followinp comequences - -

‘) _Private Bector companies mirht have to offer 4
| to borrow a.t higher 1ntaraat ratan unlgsu : :

REA they wish to bﬂ expOMd to tha full b-unt
. _. of the ‘cmwding out effectt asscvoluted

with more compatitiva pricinb of federal Ea
BT I P 51
. | govermment debt imtmmen-w;'.-md o
S . Ly } i n' 1.':_'; oo .
T ' ‘) The federal government debt 4Rstruments would

,-'-'ha.vo o be priced at such a bigh nominal rate

‘-‘ that tha 1ntemat cost associated with an
attenpt at aerving a eignificant po:-tion ot
the giomee tlo dedt stock could, by 1teelf,
trignér A maseive hudget deficit in 1993.

Ingpite of (&) and (b) above, ttl.:[liar“i:;;:‘ortant that
| the Central Bank does evgrything within ite power to

snoourage the successful commencement of open Market
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Opgpgtiona. This is because the continued reiiance
on ihe compulsory issuance of stabilisation seqgurities
to Merchant Benks ({.e. the fallback position) causes
the following distortions in the economy:- _
;*5=-f;$)' Wild and unforeseen ewings in the overall
.- ligquidity position of the economy and the
accompanying {nterest rate volatility introduces
- a considerable element of panic and uncertainty,
'Thé ésﬁociated, whilst fuelling short term
speculative kehaviour; - ff
115 The number of banks supplying overnight funds
in the interbank merket shrinké tb 5 point
where the market becomes so imperfect that
monopoly pricing technigmes becomes prevalent,
thereby leading to a shockling escalation of
interbank rates, High interbank rates, in turn,
\conatitute and upward pull or prime lending
rafes. It is important to emphasise that the
real problem here is not so much iﬁferest rates
moving inaccordance with the forces of Supply
and demand, but the arbitrariness associated with

monopoly pricing technigues, such pricing



iii)

35

techniques do not generate optima) prices for the
economy endtherefore exhibit a tendency towards

sending wrong and/or misleading signals to investors.

depositors etc, I | )

The lowyields (currently in the region of 21,75% per

annum) earned by the banks on Stabilisation securities

. aeffectively ercde their profitability and therefore

thelr equity, This raises very serious irc ome

distribution lssues especially for the Merchant banks,

" whose costs of funds are significantly higher than

‘those of the commercial benks, In effect,

stabllisations securities introduce imcome distribution
distortions which penalise wholesale banking !
1nﬁt1tutions. The solution to this problem is not

the often repested one that every bank should there;ore
become a retail bank nor cen we simply cite the |
example of a few Merchant banks who menage to succeed
onn account of extreme ingenuity as'a'raasog for
admonishing all the other Merchanx banksin‘ﬁhe country

as being ‘Lazy in their deposit mobilisation afforts!
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~ In the year 1994, Open Merket Operations (OMO) i1l
;bniinue to be the major instrument of monetary managemenf
and will be conducted largely in government securities,
a large proportion of which is currently held by the
Central Bank of Nigeria. Open Market Operztions {(OMO),

as usual, will be co-ordinated with diacount window and

« - Teserve reguirement policies to ensure the attdhment of
; monetary policy objectives and targets.

'!%ng_ Secondly, under reserve rejuirement we have

- Cash Reserve Rpquirement.

As a complementary measure to OMO, ¢ash reserve

5 reguirement (i.e, ratio of commercial and Merchant bank

- cash devosits with CBN to total demand, ssvings snd *ime :

I ]

-+ deposit liabilities) shall continue to be mscribed in
- 1994, The ratio of 6 percent (on a daily average basis

.fcr each two-week meintennnce period) prescribed for 1993

e

~»  will be retained in fiscal 199,. e

- Liquidity Ratio,

The minirum l1lguidity ratio currently fixed at 30
percent for both Commercial and Merchant Banks will be
retained in 1994, Also, in view of the continued surge
in domestic liguidity, the requirement that the component

of treasury billls and tressury certificates ln each bank's
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liquid assets shall be at a minimum of 10 pércent of
each bank's deposit 1iabilities shall be retained.
However, this reqiirement may be reviewed during the year
in the light of developments in the monetary aggregates,
The placement (net) of a bank with the Discount Houses
shall continued to count as part of a bank's liquld
assets, Compulsory deposits with the Central Bank in
respect of excess credit by banks that had not met the
PStipulated requirement for the extension of new credit,
shortfalls of loans to Agriculture, manufacturing and
small Bscale enterprises as well as short falls in |
Merchant banks' asset structure, and cash deposits to
meet cash feserve requirements, shall not qualify fof
inclusion in computing the 1iquid ratio,
- Interest Rates, \

Interest rates rose to‘lgg;ééedentedhigh lévels in
1993. Some of the identifled causes of the high interest
rates which prevented during theyear were as followss

a) The huge fiscal deficit and consequant crowding

out of the private sector in credit allocation;
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Deregulation of interest rates and the undue

discretion it conferred on key market players

in pricing their funds as well as the srhitraging
activities of market speculators;

¢) Teaehnical insolvency and serious cashflow
problems on the part of some waak banks resultiing

in distress borrowing {at all cost} in order

to stay afloat, and pervasige default in the
‘;mdﬁey ﬁarket with consequent increase in the

role premium and penal rates,

Other problems with the interest rate regime which
Prevonedt
prevailed. in 1993 were the widening margin between the

savings and lending rates, and the wide disparity in the

R i"’S

rates charged by different banks for savings and deposits,
11 e Xed
Moreover, the interbank rate had become distortedand
highly volatile. Average interbank call rates which closed
at L16,0%(percent) in Dacember 1992, flﬁcfuéted widely
between 60 and 120 per cent in the course of 1993,
Saving deposit rates ranged from 13.5 to 25 mercent,
while prime lending rates ranged from 42 to 80 percent,
for Merchant banks. Such high retes are bound to discowr age

1nyestment, especlally In the directly productibe sectors

of the country. While volatlle interbank rates are not
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conducive to the use of open-market operations and genuine

stability in the financial system.
- Improving Banking Policy Environment.

: #)h Merchant Banks wishing to undertake commercial
| .banking will contihue t0 be free to seek
necessary approval of the Central Bank of Nigeria
Hliﬁ 1994 ; _

b) In order to ensure more level piayiﬁg field in
the banking industry, the minimum depositlwhich
Merchant Banks can receive is further feduced
from ¥25,000 to ﬁ10,000, with effect from
January 199). Furthermore, the Central Bank of
Nigeria (CBN} will review some of the regulations

| éﬁ Merchanf Banking business with a view to
addressing the adverse macrv -eccnomic factors

Condiginiag
constralhing this category of banks a8 wholesale

factors,
- Expension of Bank Crédit.

Ag has been the case since Septeﬁher {992, only Baﬁks
:which meet CBN guldelines on cash reserve, liquidity ratio,
prudential guidelines,.miniﬁumlpaid-up capital, capital
adequacy ratio and sound management, will be allowed to

expand credit in 199).
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- Sectoral Allocation of Credit. - .;-;‘J;gggjg- C
{;_In the sectoral allocation of Bank Credit in 1994,
" ircressed priority will be given to Agricultural and
Industrial production. A new impetus will also be given

to export. Thus, the sectorsl percentage distribution .

o Merchant bank credit in 1994 shall be stated beloﬁ:-

BRI

SECTOR ; X PERCENTAGE ALLOCATION

A= PFriority Sectors

ag) Agricultural Froduction f '.j f:: f‘:(13) .

b) Manufecturing Enterprises | (43) 58
B Other SQGtors to ":' .":'- Tf"hfﬂw-“ "“:io |
o TOTAL (8) + (gl_xf'ﬁﬁfkk{ﬁj“*!\;- “ #hﬁﬁ#t;_ 100

1, Banks are to regard allocation targets in A(a)(b)and
(c) as minimum and that of B as maximum.
¢ 2+ .- This sub-sector does not include mining, quarrying and

construction which were classiried under this sector

' .

‘*qu up 111 1986. -

%‘

.




B Maturity Structure of Merchant Banks' Assets. |
In 1994, the structure of merchant banks pOrtfolio of

Ly
: /".r,. .

tinancial assets shall be as follows=

?fﬂi). :A minimum of 20 per cent of total credit shall

.'7.be of medium and long term nature with a maturity

of not less than 3 years; and | _1t ﬂ;€
11) A maximum of 20 per cent of total dredif outf.
standing shall be of short-term nature, i.e.
maturing within 12 months,
T - Loans to Small-Scnle Enterprises.,

For the purpose of sustained promotion of small scale
enterprises, the share of Merchant Eanksl total cfedit
outstanding gllocated to small-scale enterpr;Ses. excluding
activities in general commerce, shall remain af a minimum
of 2ﬁ per cent for thils purpose, a small scale enterprise
is defined as an enterprise whose total cost, excluding

|

cost of land but including working capitsl, is above

¥1.0 million but does not exceed H10 million,
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CHAPTER _THREE

PROFILE OF THE SELECTED MERCHANT BANKS:

3.1 QVERVIEW OF THE NIGERIAN gm:

- The Nigerlian economy has undergone a lot of
transformation since the country became independent 32 years
ago. In the 1950s and early 19608, agriculture was the

mainstay of the Nigerian economy. The sector was the
I’y

{~ntmain employer of lebour snd the met important nourcé of

the nation's forelgn exchange and government revenue.
" Nigerian then had the pride of place among the producers/

exparters of such agricultural commodities as palm oll,

'“f groundnuts, cocos and cotton to mention the most important,

ones., In the early 1960s, Nigeria was the world's leading
-

exporter of groundnut, palm kernels and palm oil and the

B second l=rgest exporter of cocoa,

During the period, the netion's was self sufficlient

" in food and mgriculture performed the critical fumtion of

. . omarvprable )
roviding marketadblesurplus of food that the rest of the

econony needed for thelr sustanance, The Séctof also
ﬁéovided raw materials for the natlon's budding textile
mills, soap and datérgent factories'and tdéd rrocessing
industries., However, the aituation began to change during
the mid-1960s and dramatically so after 1970 with the
increasins dominance of_crude petro;eum in the nation's
eco;aaf. | . |



_ICrude oii exports, which was 1nsignifi¢an§"gt the time
_9{ Nigeria's independence in 1960, rebresehieﬁlgg& of
;he country's total exports 1o 1970, From 1981 to date
it accourled for about 96% of our viai.bile exp.crl:' .'.1;.rade. By
implication, the contribution of non-o0il exports declined
rapidly from 4L 2% in 1970 to Jjust 4% of total merchendise

exports from 1981 to date. Infact, cocoa and rubber are

" 'the only significant items remaining in the nation's

- traditional sgricul.tural exports since groundnuts; palm oil}
"faﬁ cbtton, etc, have disappeared from the exporﬁ iist,

’ The phenomenal growth in oil earnings was hawefer, not
-fﬁlly internalised within the system to induce broad

production base with forward and backward linkages for

various sectors of the economy. Huge foreign exchange

- earnings backed byipappropriate macro-economic policles

led to a consumption production pattern which was largely
import-oriented.

', Unlike the early 'S50s and '60a when most of the local
hahufacturing industries were resource based, the o0il
boom of the 19708 and the over valued naira encoufagéd the
proliferation of highly import dependent manufacturing

industries, In 1981, the nation's impart bills reached a
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.. record high of §22 billion before crashing to $6 billion

.'1n 1986, as a result of the dwindling foreign exchange
receipts caused by the collapse of the world oil market.

The oil eyphorie also mede it posshle for the

;' government to embatrk on préstigeous projects and to
dabble into economic enterprises which they would not
normally have dreamt of golﬂg into. Starting from the
doctrine that goverrment should controb the commanding
heights of the ecoﬁomy, they went much further to set up
many manufacturing and trading activities inzdi;;ét
”w'competition with erstwhile private enterpfisea and alse
acquired majority snares in oll companles, béﬁkiﬁg
institutions, insurance companies pnd newspapers, In
financial terms, the federal government used to earn less
than 3% returns on its R23blllion investment in public
enterprisas and these wére mainly dividends from the
banks and ¢1il companlies,
e The inability or reluctahce to rationalise on
lmportation even when the oll hook disappeared aa.a result
0of the slump in the world oil market, led to_the depletion

of external reserves and the eventual emergence of trade

| arrears, A growing debt burden also surfaced in the early

-
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“ﬂ__JngOs as a result of jumbo loans contracted in the late

19708 from the_International Cgpital Market at noh-

conceasional rates, FExternal debt outstanding shot up

drgstically from UsSg>93.6million in 1976 to ¥2.2billion

" in 1978 and to ¥18.6 billion in 1986. By 19688, it

Y S

" the end of 1991. It declined however to $26.7billicn

had climbed to $27.3 billion reaching £33.3 billion at

(#492.8 billlon) as at June, 1992, The pursuit of en -

* avervalued exchange rate policy, the sudsequent

relegation of the agricultural sector to the background,
heavy public sector spending and the huge dedbt over hang
all c ombined to create distortions in the production,
cpnsumption and payments patterns, The preéipitous

decline in oil earnings in the 19808 snd the refusal

of foreign creditors tc cpen new lines of'credit,

necessitated a policy re-direction aimed at re-aligning
the domestic production and consﬁmption patterns with the
local resource base, It also became imperastive to

review the macfo-eéoncmic policy framework.::

w0 Consequently, the Structural Adjustment Programme
(SAP) was launched in July, 1986, as & fiscal and monetary

policy tool of government for restorating internal as well
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a8 external macro-economic balance, The major
features of S AP include the realigrment of the naira
exchange rate to refleot the interplay of market forceé,i
tréda liberalieation, privatisation and ccmmercialisation
of governnent-owned enterprises, diversification of
export® and prowotion of non-oil export®, the promotion
of locally sourced raw materiale and gemeral deregula-
tion of the economy.
Since the introduction of SAP, the performance
of the economy hse been mixed. While growth and
cutput has somewhat been sustainad,.tha inability of the
mone tary authorities to maintain stable growth of money
eupply because of the volatility of the external sector,
the perennial and relatively large fiacal deficit
of government have put conetunt pressure on the naira
aXx change raﬁé with attendant adversa effect on inflation
rate., The overall effect ia a severe constraint on
internal and external balance. The performance of the
real sector of the ecomomy, though much improved since
Coabden e :
SAP has not maintained a momentum hish enough to

i nclude the desired rates and levels in macrc-economic
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: { nggregates. The fiscal deficlt for instance, widensd to

n record aize of #35.3 billion or 12.4 per gent of GDP
in 1991, Turing the firet half of 1992, the fisecal
deficit at H14.8 billion was Btill quite high (though

lower than what obtained in thecomparative period of

*7°4991)s e defiolt was financed by the Central Bank of

Nigeria throligh ways gnd means advances which amounted
to ¥15.6 billion lb.y .tl.m end of June, 1992,
A though Nigeria'’s debt satook raduced tm.m. |
N33.36 billion at the end 1991 to %26.,70 billion by
end of June, 1992, malnly a8 a result of the agraemant
re ached with the TLondon Club early in tha yoar, the
najira further depreciated as a reault of the harmonisation

on ¥March 5, 1992, of the ofﬁcial rate with that of thc

. paralle]l market and the Rareau de change, Moraover.

‘i she Oentral Bank of Nigeria disoountimied the practice

of allocating foreign exchange on pre~datar-mined quota.

to banke, while it became an active partiaipant in

foreign exchange tramactionﬁ with licensed dealers,

ETS
e

' The further deregulation of the naira exeha,nge

rate removed substanti ally the inherent distortiom 1n
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the foreign axoﬁange market and reduced the parallel
®arket premium from over 80 per cent as at 4th Maroh,
1992 to 5.6 per cent by end of Juns, 1992. An off shoot
of this however was the sharp rise in interbank rates.
Measures to mop up excess liguidity in tﬁa gystem by

the cénfral Bank of Nigeria through the issuance of

e tabilieation securitiss further accentuatad the
pressure on domestic rates of interest. 'fha'high rate of
.i.nie‘rast, among other things, slowed down growth ian the
real mector capeoially.mamfaoturing &8 avarage capaolty
" utilization rates contimied to hover 'a.roumi 40 par cent,
;G'rowth in agricultural output also declined from 5,5%

1n 1991 to 2,37 in the firet hélf of 1992, due %
unfavourable weather conditioms. On the whole, the
e'co’ht;my" has moved forward ut not at the rates anticipated
.for it either in the 3 yeaye rolling plan® or in the

anmal mdgﬂtaq
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3.2 STHUCTURAL PROFILE OF THE POUR SELECTED
- MERCHANT BANKS:

The four selected Merchant banks are (1) Nigerian
smerioan Merchant Bank Limited ( NAMEL), _(2). NAL
Merchant Bank PLC, (3) International lﬁez.-chns.;.nt Bani
PLC, (4) IOON Limited (Merchant Bamkers).

S TRUCTURE OF THE INDUSTRY:

; 'An attempt will be made in th.‘;.é sectio.ln $o consider
the structure of the industry in relation to their |
year of licensing, commencement of tusiness, ownarship
@ tructure (shareholders), the branchi.ng mtwc.)'rk and
main sdurces of incomwe available to the banks as shown
in the table-(3.1)

48 Table (3.1) shows, the four bankse were cwned
lérgely by iadividuals, companies and Nigerian N
Institutionallinveétorﬁ. Sinilarly, some of _the ba.nku ‘
1"1;we direct er indirect finanolsal links with the big

names in the U.K, and American, " i

The numbef of the Merchant banke grew from 48 in |
1990 to 54 in 1994 while their brunches also .1i1creaaed
from 74 in 1990 to 113 in 1994, from the table (3.1)

therefore w8 oan sea that the four Merchant banka under
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8 tudy has up to 20 branchee which ie 17.67% of the

overall branch total.

Moreover, from the look of things, Merchant banks
main source of income are from interest and discount,
lease, foreign exchange, fees for services rendered,

comeiseion, investment and others,
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3.3 TIONS:

Here, Analysis of the operations of the four
selected Merchant Banks from (1989 to 1993) will
be brought under focus with the exception of ICON
Limited (Merchant Bankers) where the analysis will
cover the year (1989 - 1991) all interms of them
Assets /Liabilities, Deposits, Loans and Advance,
Equipment on Lease, Investments, gross earnings,
Capital Funds, Money and capital Market, Sources

and applications of funds and profitability,



TABLE (3.2.1)

OPERATIORS
N AMBL 1993
oM
Total Apsets

Total Deposite

Total Shareholder's
Punde

Groes Earnings
Profit Before Tax
Profit After Tax

Loans and Advances
Net Investment In

Finance l1@ases

Equipment on Lease

Dividend Propose

530.64

191.05
500. 36
131.34
85.34
200, 39

16.19
53.34

20.00

1992
MM

1,431.13 1,257,40

489.72

125.70
267.58
72.72
53.72
177.86

54.71
97.26

17.00

53

1991
N

1990 1989
M N

852.34 741.18 788,23
336.91 426.30 311,50

88,98
20.19
60,17
41.17
273.70

130.57

15.00

SOURCE: NAMBL ANNUAL RETORT AND ACCOUNTS 1993

62.81 43,28
201,6 »159,56
44,20 40,26
.52 23.97
257.28 217.%0

126.73 102.10

11.00 11.00



N AL
Total Apsets
Total Liabd.

1993

2942145
2339267

. Loana and Aﬂvaxioe 359401
Shureholders WMand 602878

Profit After
. Tax

Gross Earninga
Inves tnent
Capital Pund
Acocesptances

Bguipment Lasase

BOURCE: NAL MERCHANT BANK PLC ANNJ AL REPORT AND ACCOUNT
(1993) |

104066
518291
23492

539878
172056
123382

. PABLE (3.3.2)

' OPERATIONS X°'000

1932

2457970

19%4 454
378116
4613486

82618
356318
26043
400486
79089
79888

1991

1628814

1309954
355348
318858

29821
302689
2250
287 358
4 3084
BETTS

1990
14564 %0
1124174

296422
24 3470

16613 _

22931
77750
332276
106588

90481

1989

1404 306
1085596
366109
216161

.33940
17265
88000
318710
129545
83113
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Total Teposit

Gross Earnings

Profit Before Tax -

Profit after Tax
Loan and Advances

Equipment on Lease

2, 179, 688
1,532,501

852,914
77, 311
65,767

256,414

220,441

TABE (3.2.3)

2, 169,081
1,429, 312

627,684
55, 559
42,553

245,878

137,493

SOURCE: IMB ANNUAL REPORTS AND ACCOUNTS 1993

OPERATIONS E'000

1,968,641
A- d@”vﬁmm

521,924
30,477
24,506

345,895

174,622

2,212,286
1,008, 362

473,841
33, 387
19,880
563, 305
189,418

1,953,986
909, 338

333,746
50,769
35,012

558, 282

127,949
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TARLE (3.2.4)
~ OPERATIONS J'000

. 10F ... 1991 - 1990 .. 1989
| Total Msets -, 2,889,033 ....2,39,798 2,393,8%
Depoeit and ' O L
C/Accounts 2,021,860 ‘ 1,183,793 742,199

' 'otal Shareholder o
Pund 2,889,033 2,394,798 2, 1393,83%
8roes Earnings 546, 661 594, 139 e
Profit Befcre Tax 8,015 17,781 19, 184
Profit After Tad 5,045 . 12,493 14,685
Loane and Advanges 536,413 o 748,511 847,833
Equipment on Lease 317,413 . 241,209 =

SOUCRE: ICON LIMITED (MERCHANT BANKERS) ANNUAL REFORT & l
AOCOUNTS 1991, | o :'--|!j

-
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RIOERT AN_AMERICAN MERCHANT BANK LIMITED (N:MEL):
PIRANCI AL HIGHLIGHTS USING TABLE (3.2.1)

Teepite growing competition and a more difficult

e uvironment, KNAMBL operations has been in progress
| beaaus# fhe total Qaﬁrbn has been increasing from
E787.23n in 1389 to H1,431.13m in 1993, '.'O’nile there
wa® a littla hitch in 1989 when tha totél ase °t
.decreaﬂed to 8741 18 million in 1990. In case of 1;01;91 |
deposite, thore 15 an 1noraament :t‘rom 8311 50 millién in
1989 to 3530 64 million 1993 with the exoepﬁion of 1991
where thero was s fall from ¥426.30 million 1n 1990 to
¥336.91 million 1n 1991, Looking at Net Inves tment -
in finance leapes, equipment on 19&00 and loans ang i‘
| Ad;éncea, it hae been on the deoresse throughout:.,';;". .
Despite some of the adverse chunges _;n the econom.y‘ and
the financial ;e;'ﬁeeu indxzitryli;n ::;rtioular, NAMBL

can safd t”c;"wf)“orfom creditably well over the years under

review, : R R

Moreso, Gyross Income Incre'as'ed etgnificantly from

5159.56 @illion in 1989 to H508. 36 million in 1993
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How.élver, due to the high coBt of funds arieing from the
higtoric liquidity orieis of 1989, profit Before Tax
increasad marginally from N40.26 ;n‘illlion'”in 1989 to .
in131.34'”m1111$n in 1993. Frofit after tax also increaped
from ¥23.97 million 4in 1989 to 85,34 uillion in 1993,
The shareholders funds changéd frﬁﬁ 343.38 million in .I
1989 to ¥191.05 million ir 1993, Without mineing words,
NAMBL succesaful operatione over years hus been due ‘Il:o.
qualified compsbent, dedicatea, loyal, resourceful otaff

effectives
and - /. w8 management,

ey

R AL MERCHANT BARK PLC.

NAL: (Using 3.2.2)

.'H:.Ke.erping inl view of the economic development over
yeare, NAL has been a force to be recknoned with in the
mj.dat qf cther Merchant bahllzs.asﬁ‘eﬁ.iaiiy whenl viewad |
fi‘oﬁ fh; record of operations. Deeplte growing compatition
and more diffiocult business environmment, NAL hae been
trying to keep its head above water by maintaimkng its
leading position in Merchant banking industry a8 shown in
'the table, 4 from 1989, NAL has been perfomin.g.éfa.dl.itably

' well in terme of total Assets, total liabilities, profit

« '
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after tax, gross earnings, capital funde, acceptances
and equipment leasing which has been on the incre se
despite all the problems being faced with some

Merchant Banks, In investment, there wa®s a decreased
in 1989 ti11 1993, it only picked in 1992 and dropped

in 1993.

In 1993, the bank achieved dietinctively,

improved resulte compares to 1992,

1e Frofit After Tax reached an all time high of
¥104,066,000 compared with 882,618,000 in 1992
an increase of 26.0 percent;

2. Profit Before Tax increazeed from ¥110, 108,000 in
1992 to ¥127,929,000 in 1993 an increase of 16,2
per cent,

; Groee earnings increased from ¥356, 318 in 1992
to ¥518,291 in 1993 forming an increase of 45.5
percent,

4. Shareholdere funds increased from ¥463,486,000

to l602.873.000, a p."t increase,



IMB (Using Table 3.2.3)

Insplte of the greateat uncertainties in the
operating environwent and faced with tough nhallengas, |
IMB reapgonded with hichest level of profit so far in
1993 since it opened its doors to the general public

over 20 yesare ago.
A5 from 1989, IMB hse been performing orsditably
. well interms of total assets, totul depoeite, profit

af ter tax, equipwment on legse etc., .
In 1993, the bank achisved disﬂnctiﬁlj compared _-
%o 1992,
Te Profit after tax incraaaed from N42, 553.000 in 1992

to 365 767,000 in 1993,

2. Profit befora tax increused from B5%,559,000

in 1932 to ¥77, 311,000 in 1993,

3. Grosa earningms 31180 incressed from 627,684,000 in

1992 to ¥852,914,000 in 1993.

: 100N: (Using Table 3.2.4)
ICON operation has been in progress going by the

table., Taking from 1989, ITON ha® been performing well
interms of deposite and currant agcountes, total assets,

ehareholdere fund, equipment on lease etc,
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In 1991, the bank achleved distinctively compared to

1990,

. Ve Bquipment on leare increased from H2414, 209,000

- in 1990 to H317,413,000 in 1991,

‘2« . Total shareholdere fund increased from ¥2, 394,798

million in 1990 to ¥2,889,033 million in 1991. \\
o

ol

3. Iikewise deposit and current account which

increase from H1,183,793'ﬂ11110n'1n 1990 to -

2,021,860 million in 1991,
( Tablﬁ 30 30 1)

NAMBL SHARE CAPITAL: 1993

- 1992

Authorised
Ordinary shares of ¥1 each 100, 000, 00O 20,000, 000
| fl- Value . & 100,000, 000 450,000,000
Issued and fully pald L ) -T~' |
Ordinary ahares of ¥1 each 40,000.000 | 10.000,000
- Value ' ¥40,000,000 ¥40,000,000

The auxthorised share caplital was 1ncreased to

K 100,000,000 while the issued share capital remainad

oons tant, The B tatement of sources and uses of fund

of NAMBL Merchant Bank will be shown in the Table (

below,

)



TABL® (3.3.2)

FOR THE Y®AR ENDED 313T DECEMRER,

SOURCE OF FUNTH

Rrofit before taxation

Adjus tment for Items not
Involving tha funds Movement:
Da preciation of fixed assete

62

De preciation of equip.on lease 47,719,502

Profit on Tramsfer of Leased
Appe ts

Profit on dispoal of fixed

Total gensrated from operations 182, 105,685

O THSR SQURCES OF FUNIS
Troceeds on termination of
Pinance lease

Proceeds on egle of fixed
ABsets

To tal Sources

USE OPF FUNIS

Turchase of Invee tment
urchase of Equip. lLeased
Capltal Expenditure

Income tax paid

1991.
19913 1992
134, 342,885 72,722,421
3,228,029 3, 170,096 .
59, 950, 695
{135,815) (2,599)
129,840,613
14,797,875 -

218, 346 150,465
197,121,906 423,991,078
439,090, %22 129,994,871

27,644,975 90, 68 3, 588
5,049,836 5,201,985
17,8314, 390

15,842' 160
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1993 19923

5 -
Dividends paid 16,466,210 _15,000,000
Total Uses 506,082,933 6 604
Net outflow of funds (308,961,027 (126,731,526)
REFPRESENTED BY MOVEMENT IN
WORKING CAPITAL
Loans and advanges 13,438,836 (103,076, 368)
O ther aseets ( 11, 364,052) 18,622, 237)
O ther liabilities ( 69,279,640) (218,595,642)
Movement in net licguid Munde:
Cash and bank balances (200,832,373) 329,132, 381
Deposi te 40 B) (152,814,134

(308,961,027) (126,731,526)
SOURCE: ANNUAL REFORT AND ACTOQUNTS 1993 (NAMBL)

Table 3.3.2 analyses the sources and the application
of funde of NAMFL Merchant Bank during 1992-1993.

In the table above, we can see an incresse in

profit before t.xation, from ¥72,722,421 in 1992 to

¥131,342,885 in 1993 mt depreciation on leased equipment
decreases from #53,950,695 in 1992 to ¥47,719,502 in

1993, There ie also a considerable decrease in cus tomers
depoeite a8 shown in the table and that is why the

fund generated in 1992 showe an outflow of funde to

the tune of (H126,731,526) while in 1993 showe that
funds generated amounted to (¥38,961,027).
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Looking from another angle that is application
of funde we can see increased ependings in terme of
loans and advances .nd other iteme to the tune of

(838,961,027) in 1993 when compared with 1992 figure

TABLE 3.3.3 - NAL SHARE CAPITAL (¥°'000)

Au thorised: 200,000,000 1993 1992
Ordinary shares at 50k each 100, 000 100, 000

Called-up and fully paid
126,000,000 Ordinary Shares
of S0k each. -Q};OOO 36} 000

The authorised share capital and the issued share

capital remained constant looking at the above table,



. ),' .. K -I - . . . Y 6
,y,/ R >
. :r_’..“ ."'_.rJ_ S Sk o .} B '

s , - o 1993 | 1992
AR . B'000 000

SOURCE OF FUNIS

_\‘ l . .

Frofit Bofore Taxation o 127,929 110, 108
R . D o i )

. ADJUSTMENTS FOR mm NoT .
g xnvonvmc. THE MOVEMENT 0? o
FUNIS R |

D Preoiat:lon " DEEREET N 2 -3 B 12, 394

/Net book amount of fixed amseta
413poaed C S 890 T 1,1

‘f ]t'at Increase in Revaluation

; Reserve - -85,726 166, 351

i e vt vk i ok e i e '

TOTAL GENERAZED FROM OPERATIONS 227,066 290,224

wm:s PROM OTHER SOURSES R
ﬁaposiw and other Accounts 330,222 205,923

ﬂlithor Liabilitien SR (3,823 351,896
/”,-'i«' | 553,465 848,043

g P : b X T . "--‘,17. f';I,('—:.-
5 .

APPLICATION OF FUNDS L ST R
bividend paid T .° - 37,800 - 11,750

I

}'!'a.x pata 18,079 28,628
! Purchase of fixed assets 28,2 = 17,982
. ‘Long-term loun repald | - T 4,344

Advancee under fin.nce leases 43,494 ( 6,887)

' Othar assets . (62, 105) 368,736
b ' :

i .
L
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1993 1992

¥'000 #'000
Loans and advances (18,715) 22,768
Inves tments (96,995) 23,793
Cash and short-term funds 603, 675 386,929

663,465 848,043

SOURCE: Anmual Report and Accounts 1993 (NAL Merchant

Bank).

Table (3.3.4) andlyses the sources and uses of funde
of NAL Merchant bank during 1992 and 1993. In the table
above, we can see an increase in profit before taxation,
from ¥110, 108,000 in 1992 toc #127,929,000 in 1993 wt
there wam an increased in depreciation from ¥12, 594,000
in 1992 to ¥12,721,000 in 1993. There was alsc an

i ncreased in funds generated that is deposits and other
accounte from ¥205,923,000 in 1992 to ¥330,222,000 in
1993.

Looking from another angle that is application
of funde, we can see a decrease spending i’"‘:'““;‘"m*’of loans
and advances, while there wa2 an increase in cash and
short-term funds from #386,929,000 in 1992 to #H60 3,673,000

in 1993.
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' TABLE 3.3.5

i TCON LIMITED (MEROHANT BANKERS) SHARS CAITTAL

G ha oo T 1991 1990
R

1. Athorised S #'000 ¥'000
1._:"11_, . .

#l. 37,%00,000 ordinary ,.
0 ¢  shares of ¥2 each - 75,000 43,000
r:f? | 1,000,000-9,25" cummul stive

it - _ _

f!; CompM i)roi’eranoe' sharas of

K2 each 2,000 . 2,000
En‘. . . .

," _ 2y 5003000-11:?5'- cumbpul 1tive

o . #B" preference sh.ures of

i v. M2 euch 000 : 000
,é S 82,000 000
B .

2. Onlled-up and fully paid

‘o 0 21,723,%0 ordinary ehare : : .
Z ~ 0 of H2 sach 43,447 33,000
. o .

| 1,000,000 4" preference

""" shares of N2 each 2,000 2,000

) 2, %00,000-11.75% cummul ative

i),/ wB® preference shares of

7 ¥2 each 000 000
M 50,447 40,000

:r"

f ' The authorised share capital increased to ¥82,000,000
{,! l1ikewish the called-up share capitul which incresed
{:

; to AN5C, 447,000 in 1991.
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{ TARLE 3.3.6)

ICON LIMITSD (MEROCHANT BANK“QS) SOURCES /AVPLICATIOR

OF FUNIS,
1991 1990
SOURCE OF FUNIS H'000 A'000
Profit before taxation 8,096 = 17,781
Adjus twent for items not involving
the movement of funas: o ;;
Depreciation on leased equipment 51,481 45, 176 ,
Depreciation on fixed uesets 3,728 3,727
Profit on disposal of fixedd assets (1,577) (2,037)
Asgets written off | 2857 —
PURDS GENTRATED PROM OPERATIONS 64, 504 64,647
Pande from other Bources aoh
Yroceeds of share iseue 1,450 | .”WJ
Proceods of pale of fixed sdsets | 3076 13, 4'27
Froceeds from debenture issues 11,700 . & ’
Increase in deposits 623,450 143,058 -
' ' 704, 180 221, 8
s —'—33-1' ¥
AFTLICATION OF PUNIS s e % k.
Decrease in loane and advances 212,097 99, 322
Tax Peid (3,000) (10, 338)
pividends pdd {1,159)

e
-.i‘ <,

(, 998)

PR I !
- I
L

i
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1991 1990
E'000 ¥'000
Bille paid - (500,000)
Purchase of fixed assets (150,456) (168, 185)
Increase in other assets (310, 297) (121,066)
Increase/(decrease) in other
Liabilities (146, 221) 346,435
Purchase of unquoted
Investments ( 8.815) (_ 7: 355)
(40;1,8:;1 s 362, 185)

Net Inflow/(outflow) of funds 296, 328 (140, 553)
REPRESENTED BY:

Novement in liquid assets
Increase /(decrease)in cash and
Short-term funds 330,652 (184,014)

(Decrease)/increase in bills (34, 324) 413,46
296, 328 149, 553

SOURCE: Annual Report and Accounts 1991 (ICON),

Table (3.3.6) show a decrease in profit before taxation

from 317,781,000 in 1990 to 8,015,000 in 1591 ut an

increase in depreciation on leased equipment from
845,176,000 in 1990 to ¥51,481,000 in 1991. There is
ulso a considerable inérease in cus tomers deposits as
shown in the table and that is why the total funds
generated in 1990 showe an outflow of funds to the
tune of %d149,553,000) while in 1991 showe that funds
generated amounted to (296, 328,000).
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Looking at the application of funds we can see
a decreafe in loane® and advances while there .a® an
increase in cash and short-term funds from (1184,014.0003_
in 1990 to ¥330,652,000 in 1991.

(TABLE 3.3.7) )

IMB PLC SHARE CAFITAL 1993 1992
¥'000 #'000

1« Athorised:
194,000,000 ordinary shares of

50k each 97.000 97’000
1, 500,000 11.757 cummul ative

redeemable
Preference shares of ¥2 each 3, 000 3, 000

100,000 100,000

2. Issued and fully paid as at
January,

168,000,000 ordinary shares of
50k each(1992-33,000,000 ordinary

shares of N1 each) 84,000 33,000
Bonue issue - 9,000
Bonus iesue = 42,000

1, 500,00~11.75¢ cummul ati ve
redeemable 84,000 84,000
Preference shares of #2 each 3, 000 3, 000
87,000 87,000

The anthorised ehare capital and the issue share capital
remained constant looking at the above table (3.3.9).
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TABLE (3.3.8)
IMB PLC SOURCES AND APITICATION OF PUNTS

SOURCE OF FUNIS 1993 B 1992

H'000  H'000  N'O00  N'000

Profit before tazation T7, 311 55,559
Adjustment for items mot -

Involving the movement of

Punde: _ B
Yepreciation : 64,959 | 88,498
(Profit/Lous on dleposal '

of fixed and leasasd gssata( 2,984) 1,132

Reclagsiflcution of fixed
and leussoed apsets to ¢ther

asae ts _ 5, 118 -
Punds Generated from opsration 144,404 145, 189

Funds from othar sources

Proceeda of sile of fixed

and leased aseets 11, 116 ' 10,093
Increase in customers .
deposits 67, 351 133,262

Prior year adjustment - , 9,853

Proceeds of dispomegd
~dinves tments | 12976 _ -

80,0& 3 1 208
Total funds generated 224,447 - 298, 397
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AFPLICATICON OF FUNIS

1993 1992
. ¥'000 H'000 H'000 N'000
(Increase) /dacrease in louns : N
and advances S ( 10, 536) - {100,017
Tax padd (9,971 . (7,190
Pividend paid o (8,493 (3,039)
Purchase of fixed and leased - - -
asceta | (160,697) . . (70,255)
Deocrease/(Increase) in oller
assets - .. . - 35546 (53, 587)
Increuse/(decrease) in other _ o = :
Liabilities = . (115,588 -~ ° 11,996 . .
Purchase of unguoted T .
; Inves tments R - o 2, 650
Net Inflow/{outflow) of . _45,298 273,688

REPRESENTED BY:
Movement in 1iquid assets
Increase /(decrease )in ogash and chort

term funde Y - (45,298) 27 3, 688

SOQURCE: Annual Report and Accounts 1993 (INB).

Table (3. 3.8) ahoﬁ an.incréaae.'in‘y:rofit" 'befo're' taiation,
from ¥55,559,000 in 1992 to &77,311,000 in 1993 but an
increase in depreciation on reclaseification of fixed
and leased assets to other assets in 1993 to A5, 118,000.
There 18 aleso a decreacs iln total fundis generatied from

§298, 397 in 1992 to ¥724,447,000 in 1993.
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The application of funds show a decrease in loans
and advances from ¥100,017,000 in 1992 to (¥10,536,000)
in 1993 likewise a decrease in short term funds
from ¥273,688,000 in 1992 to (K=45,298,000) in 1993,

3.4 INTERFIRM COMPARISON OF THE PERFORMANCE OF
MERCHANT BANK IN NIGERIA:

A measurement and evaluation of the performance

of Merchunt banks in Nigeria i®s usually an arduous
task because of the variety in the size, activities
and specialieation, their heterogeneity of imputs

and outputs "H'J‘* making the credibility of any basis
for measuring the relative efficiency of these
Institutions doubtful, To compound this problem, the
most iwmportant in most casee of the input and ountput
factore are not measurable inouantitative terms, which
makes difficult any variable meagpurements cf relative
efficiency of the banks, Yet there is need to measure
the relative efficiency of the firms, Measures of
efficiency are important for comparisons with specified
norms, Comparisons with other firme, national or

international or comparison with one's own past
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performance, However, it will be useful, at the

cutsaet to define the goals of such evaluation as tﬁe

goal often reflect the values and expeotatiéﬂe of fhe

decigion-maker and the community of the organisation
being evaluated. It should be notsd therefore, that

a statement that abank is not efficient in some .Z.fe.é]'pect,
.' may not indicate the bank's inability to attain its

. goal tut may be a round about way of criticising those

objectives, In an economy like oura, where ﬁ.na,noial

" profitability is measured by net return on capital

employed, return on total assets or in abeolute nalra

tlar'nsl are inadequate megpures of efficiency o:f b;ka.

Along this line thereof, measure of performance

. | of Merohant banking institutions have been red tricted
to the quantifiable bacause of their euainess to defend
and produce, The meapures comsists of ratio draw from

the financial statements of the instituticns~prinecipally

the Balance sheet and the profit and loss acco'u.nt. For

‘Merchant banke, these quantitative weasures would be

relatively wmore approprliate and acceptable i.f {:he -ma.jor

sources of thelr profitability and earnings from the uee
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) or thair ‘wi'as' in providing thess ecsentially non

/i
/f

// eoonomic development of the country and even

r inance service that contrite tremendously to the

’r international tusiness growth and development.

' f 3.3 ANALYSIS OF THR INTERFLRM COMPARLSON OF THE
| _ SELECTED MERCHANT BANKS:

In the firet ins tanca, for the sake of analysis,
we are going t lay emphasis on liquidity ratice, Two
/ popular ratioe are caloulated for the analysis. Thece

| are ourrent ratio and quick or mecid-test ratio.

41, liquidity ratios are concerned vith short term
% 8olvency of an enterprise, They show the strength
and weaknesaes of firme interms of their ability to

 diecharge current finauncial obligstiom. _

-:;'_.(“ Qurrent Ratio o Carrent asse s
SR Current 1iabilities

~ The ourrent ratio 18 the wost commonly uead

‘measure of short-term solvency, since it indioutes the

i

// extent to whioh the ola.ims of short—tam creditora are

| covered by assets that are expected t0 be converted to

-

f s
4< cash in a period roughly corresponding to the maturity

‘ of the claims. e
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_ 1mmediately or reasonable soon without a loss of value,

76
(ii) ‘e acid test (quick) ratio- Tha a.cidﬂ test ra.tio _
is similar to the mrrent ratio except for the fsct that
it excludes. Inventory from the firm's current assets,
A

The baﬂic aﬁeu:nption of the acld-test ra+io is that

iaventory is generally the least converted into cash

‘l‘he aoid—tast ratic is generally comnsidered to be a2 more |

JQ ﬂ?d

ned mezsure of the firm'®s liquidity. The acid test

ratio 1¢ ocaloulated as follows:

Acid~test Ratio = Qurrent assets -~ Inventory
Current Tiabilities

NOTE:

For the sske of our analysis and calculation of
acid t;stl (;:{uioﬁl) Iré.tio, we are going to use cash and '
short term funds in place of ocurrent assets 1eael.lix.1ventoi~y,
since, there isl no inventory or stoikk for the selected -‘

moroh.ént banks and moreso, cakh i2 the most liquid

current assets,
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Balance Sheet

r
AS AT 315T DECEMBER, 1993
Motes 1993
FUNDS EMPLOYED: N
Cash and short term funds ] 492,418,237
Investments ) 570,085,393
Loans and advances 3 200,386,674
Ocher assets 4 82,125,576
Net investment in finance leases 5 16,187,013
Equipment on lease 6 53,337,207
Fixed assets Vi - iﬁ.ﬁi_‘iS_sz
1A431,135,187
FINANCED BY:
Current, deposit and other accounts 8 530,643,673
Other liabilities 9 709,443,999
1,240,087,172
Share capial 10 40,000,000
Reserve for bonus issue 1 30,000 ()0
’ Share premium 25,730
Statutory feserv: 12 63,164,261
Profit and loss account ~ 57.857,24
SHAREHOLDERS' FUNDS 191,047,515
1:431,135,187
Acceptances, guarantecs and other obligations -
for accounts of customers and customers’

liabilities thereof Bl -1_1??291 I

1992
N

693,250,610
130,994,871
177,858,165
83,478,731
54,708,00)
97,258,512

257404761

489,719,875
641 980,256

1,131,700,131

40,000,000

25,730
50,362,828
35,316,072

125,704,630

_#'_L'i;(l!‘}_'?ﬁz
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Five-Year Financial Summary

’ — — — o —
1993 1992 i1 1990 1969
RESULTS N'000 %000 MH'000 ~'000 MN000
Income 2@_312_ __2(_:? 583 200,186 "ﬂ 1A78 159,562
Profit before taxation 131,343 72,722 60,172 44,197 40,267
Taxation (46,000) (19,000) (19.000)  (13,676) (m 290)
Profit after taxation 85,343 53,722 41,172 30,522 23,976
Dividends (20,600) (17.,000) (13,000) (11,0000  (11,000)
Statutory reserve (12,801) (16.117)  {12.351)  {7,630)  {5.994)
Retained carnings 52,542 20,605 13,820 11, R‘H 6,982
BAILANCE SHEET
Share capital 40,000 40,000 40,000 20,000 20,000
Reserve for bonus issue 30,000 - - —s )
Statutory rescrve 63,164 50.363 34,246 21,895 14,264
Share premium 26 26 26 2% 26
Profit and loss account 57.857 35,316 4711 208% 8998
SHAREHOLDERS' FUNDS L7 125705 88 93_3____ 62811 _4;._13{;_
Fixed assets 16,595 14,8¢ 12,972 11,750 10,627
Other assets 1.414.5'50 1,250, !ﬂ 839,376 Z_’29.4,’,} 776604
Tortal assets 1,431,135 1.361.")0? 852,348 741,183 787,231
Less: Current liabilities 1,240,088 139204 763365 678372 743943
Net assets 191,047 __lzs_,;qs__ _Jﬂ_‘iﬂfij 62811 43,268
Earnings per share (Kobo) [adjusted] 313‘"_ 134 103 76 i

Dividend per share (Kobo) [adjusted] 50 42.50 " 37 50 27.5 27.50
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Ny BALANCE SHEET
:I:..'.““:_-.“i'-. YCOAS AT MARCH v, 1991
| ?‘i-‘l]'.'._;*"# I'Jll ’
8 W 1.5 1
NOTE 1993 1992
NOOD NN
ASSETS
“ CASH AND SHORT-TIRM FUNDS 9 1,877,622 1,368,301
INVESTMENTS 10 | 21492 20,011
" ¥ LOANS AND ADVANCES 1 354,40 STIET
/ ADVANCES UNDER [- INANCE LEASES 13 ' 123,382 FERTE
“ OTHER'ASSETS ) 14 : 480,582 542,687
FIXED ASSIETS ; 15 77,666 62,813
[ 2912,148 2451.970
LIABILITIES
7 DEPOSITS AND OTHER ACCOUNTS 16 1,341,266 1,011,014
OTHER LIABILITIES o 764,673 196,272
Y 7 DEFERRED TAXATION 1 213328 IR7, 168
i ) - .
2.3\ 2[. 1.991 484
CAPITAL AND RESERVES
CALLED-UP SHARLE CAPUEAL ] ART T 61 000
RESERVES 20) SRR HHILANRG
SHAREHOLDERS FUNDS 602 N7 At Lt

R B % B b 2SI
CONFIRMED CREDITS AND OTHER
~ OBLIGATIONS ON BEHALF OF CUSTOMERS
AND CORRESPONDING CUSTOMERS'
LIABILITHES THERVEON 21 172,05 70m
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FIVE-YEAR SUMMARY
14N 1)) 1 PR
NN AV NN MNIKN)
ASSETS EMPLOYED
Cash and Short-Term Funds 1.8772.622 R IR UR) ORI, 404 R12.67\7
Investments hALIE b B MR 2.250 2.750
Loans and Advances W m VIR LMt 155, LIR 206,422
Leasing Asuets 121,3%2 71 MKX LU 48!
Other Asscels AR SK? SAY R [EE LY 169,425
Fixed Assets 17,004 2841 (BRI 64,715
2942145 2451470 LA2H K1Y i 456,450
FINANCED Y
Share Capital GV (KN AN 1), 5(04) 11 5080
Reserves S\ RIK A0 AKA IR7. VK 211,970
Term Taoan 4,858
Pheposits and Ot Acconnis 1V, 200 1OV KOS 12 Kit s2x
Othier L iabilitiex HZE R AY T9n 272 R4 2 112,646
Pelerred Taxation 2N IRT. 10N 120621 B 4R
2042148 2457970 1625 514 1 456,450
—FE th— TE.
Conlirmed Credite and Other
Obligations on Behall of Customers 172,056 0.049 41084 16 SKE
=gEET=sIt - - -3 % § ERTss =2 =
PROFIT AND LOSS ACCOUNT
Ciross Incone SR 291 AS6G VK 102 6K I
Inferest Expense (231.0:41) {1 M .668) (1Y 171y (1YY, 420
Oyperating Fapenses (160 (W1R) (1EL22M) (H7.Wely (64.679)
Provision tor Loan Laosses i (21 (ALLATRY Lo
Profit Before Taxa ton 127,929 110,108 15,421 SORTA
Taxation (20.867) (27,490 (5.600m) (14,0000
Profit After Tax 1040040 RIGIR 20820 M KI
Pividisn {50145 11 KIK) 0o 0 A5
Transfers 1o Reserves S LG A1KIK 0. 27,3010

TSR YEn; J i

\ ) ne

1989
NN

6Hl6. 644
REIOD
166,100
K111
122,195
$8.245

15,750
200,411
10,2013
KON M2
81 K94
UVRATH

I (P8 BRI

129,549

148 377
(74.057)
(45411)

19 147

A7 910
(14 00Ny
A0
oA

24 400
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. Balance Sheet
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1 1 ast 31st December, 1993

 Assels -

Cash and shortterm funds
- Investments

Loars and advances

Ecuiprment on lea?

Other ossels

Fued assets

|

Liabilities

"

Deposits and othe ocoounts
Due to cther banks
Tenrention payable |
Dividends payable
Othér liabiites _ i

Capllcia nd Reserves
Calied-up shcae capial
Slefutory 1eseve f
Matoren o homis -
wlarppiyn Kaene
Cened eserve )

sharehold ers' funds

H

'
Aoceplanoss, guateniess. indlornnutigs, crodit

and other obligations for oceoant ¢
cuslomers and customers liablitcs thewelor

Noles

ot N

10
L

12
13

14
15

21

1993 1992
N'000 358 5.8

1,408,724 1,454,022

14,9706 16,552
256,414 245878
240,441 137493
230,240 205,182

48,893 49 3A

1,532,501 1 A27 317

310,042 344 780)
18,955 17,365
11,133 18,274
68,427 184,012

e ———————— e S i —

1961,958 1.995.76H

e — S e ————

87,000 470
76,046 66316
2,000 1.50
52,664 28 499
217,730 173,315
2,179,688 2 16908
366,813 170 571
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Five-Year Financial Swwmmuary

R R L TR Y P R TR T W AR TS o e i s ed ooy -“‘? "-"!?
for the year enced 31st Decombey. 1993 i
! [
1993 199 ; 109 i 1080
N000 NOOO N NGO MO0
Assets : .
Cash and shoitterm funds 1,408,724 -1,454.022 1,180,334, l 24175, ,IOO 485 , .,
Investments 14976 1 16562 4 13502 - 3021 ¢ 238
Loans and dvances 256418 245878 1345805 sa,a 105" 558 247
Fepiproent on lease 220441 137493 | 174622 189418 127940
Other cssets 230,240 - 265782 '212,195 142801  116.498
Fixedasels. ... % 1§, = 48,893 49.351 | 41603 38685 4253
ool Asels - 5,179,683 2,169.08) i_oas_w 2212286 125398
1,532,501 _'i.-;z-f),;uz 102,455 1 (08362 907338
310,942 346780 1480375 A34.297  739.501
i} B 18,955 «'».17.388 "> 1720  11.059 - 22153
L 31,1330 18274 4060 o 5F72 - 188N
68,427 - 184,012 | 172016 225514 151514

— ——

1,995,766

2,085,226 1,841,339

g“, ;hstdfl.lior‘{ I&S@Ne
1L* General!other Teserves |

lqp Shme 63195101 i et i it , al E?.(X)O.
; LR . ?6,046 e
Gy 54,684

S g

r 820,727

‘d-- a?,[m, .
56,316 ..
29.999

68.364

36000
43,550

36000 . 36000
39.874  37.389
51,186 39.258

fpsi T|

217,730 °

173,315

147,914

tévooo n. 647

L g
‘
P, '."-- H‘J

I

568.64)

2.212.284 1053084

WY AR

521924 -

SRR

94506
l AR

473841 333745

b B Da b d FY YN

o, 0 AL 1

1988010 35012

LU TR 2,179,688 2,169.08)
* Gross eamnings 1 852914 627484
Proﬁl before taxation 77311 56507
KL 85, 767 42 .;53
2 .;:;~:j;!z;r- e
.o. 3!? rﬁib 3 ; i.l i" { '. r i".’. ‘:'-'“’,?,‘J*

H )‘-‘

e

5457+ - 8107

:-‘g,i-, o l. i
A

-2

Y O
L 1
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~ Balance Sheet asaisistoenten, s

JPy1 4

1991 14990
Assets Notes ND0O. N 000
Cash and short term funds 1 1,181,986 151,334
Bills 2 52,905 87,229
Investments 3 21,241 12,425
Loans and advances 4 536,413 748 511
Other assets 5 731,518 4212214
Equipment on lease 6 173,678 144 927
Fixed assets 7 191,292 129,152
2,889,033 2,394,798
Liabiitic 3

Deposil and cunrent arcounts 8 2,021,860 1,444 835
Due to other banks 9 408,076 361,651
Tax payable 10 8,970 10,000
Dividend payable 11 - qne
Cther habiiities 12 280,010 434,251
Long term loans 11 41,770 30,000
Total Liabllitles 7,769,636 2.281123
‘Net Asgets 119,397 112,675

Capital and Reserves
Called-up share capilal 14 50,447 40000
Share promiem 5 1,003 -
Statutory roserve S 32,521 31,007
Loan stock redemption tund 17 10,250 7.500
Bonus issue reserve 18 15,000 1N 860
Geneial iecere 19 10,176 25.108
119,397 113,675

Acceplancas, guarantees and other
‘, obligations on behalt of customers
~ and custemers’ liabilily thereof 20 33,104 85,123
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Ve Year'Financial Summary
L i R R

1991
NO00
Assels
)
Cash and short-
term lunds 1,256,132
Loans & advances 536,413
Fixed and other
assels 1,096,488
Total assels 2,889,033

EnrSsac==

Liabilities

Deposi and

current accounts 2,021,860

Bills payable

Other

liabilities 706,076

Long term loans 41,700

Shareholders’

Funds:

Share capital 50,447

Statutory

reserve 32,521

Loan stock

redemption fund 10,250

Genoral roserve 10,176

Banue (gsin

reserve 15,000

Share pri rium 1,003
2,869,023

mEasETTTE

1950
Noon

950,988
748,611

2,394,798

mTTSsEFEoar

1,183,743

1,067,330
30,000

40,000

31.007

7.500
30.168

5.000

2,394,798

TwEr

- e

1989 1988
#4000 N 000
1,084,386 1,283,427
847,833 BA1,726
A61,611 264,151
2,393,830 2.389.304

FRECTTwE EETIwer

TA2 1ud 1,405573
500,00

1,020,176 875,689
30,000 30,000
39,500 20,000
27,884 24213

3.750
25321 23129
5,000 10,290

2,393.830 2383204

-

1987
N'0DO

963.737
600,402

1.685,

Eme TN

H61

1,051,860

20,000

37814

i EWMOTIScET TErtReoY

c—n pr-n

]

R
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TABLE 3.4.7

/ SHOVING THE LIQUIDITY RATIOS OF NIGERIA AMERICAN
P

MERCHANT BANK LIMITED FOR ANALYSIS

1e PARTICUL ARS YEAR ENDED (313'[‘ DECEMBER)
1993 1992 1991 1990 1989
- Current Raio 1.14 1.09 1.09 1.07 1.04

- Acid-Test Ratio 0.39 0.6 - - -

TABLE 3.4.2 SHOWING THE LIQIDITY RATIOS OF NAL
MERCHANT BANK PLC FOR ANALYSIS

2. PARTICUL ARS YEAR ENDED (31ST DECEMBER)
1993 1992 1991 1990 1989
- Cerrent Ralio 1.22 1.2 0.83 1.15 1. 14

- Mid—T.Bt Ratio 0.8 0-68 0-7‘ 0068 0.58

TABLE 3.4.3 SHOWING THE LIQIDITY RATIO OF INTERNATIONAI

MERCHANT BANK PLC FOR ANALYSIS

W PARTICULARS YEAR ENDED (31ST DECEMBER)
1993 1992 1991 1990 1989

Current Ratio 1.08 1.06 1.05 1.04 1.03
Acid-Teet Ratdo 0.71 0.72 0.64 0,60 0,59

TABLE 3.4.4 SHOWING THE LI @UIDITY RATIO FOR ICON
1I¥ITED (MERCHANT BANKERS)

4, PARTICULARS YEAR ENDED (31ST DECEMBER)
1991 1990

Acid Test Ratio 0.43 0.37
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Looking at Table 3.4.1, we oan see that the
current ratio of Nigerian American Merchant Bank Limited
has been on increase, In 1989, it hae 1.04 while
it increased to 1.14 in 1993, The ratio over the
five years represent a falr favourable position,

It also showe that 1t has ourrent assets than current
liabilities inspite of this, the bank will have the
ability to pay ite bille, And when compared with the
other Merchant bank, appears that Nigerian American
Merchant bank limited is about in line with others
in the banking business,

As for BAL Merchant Bank Ple in table 3.4.2;
it aleo show a fair financial poeition over the five
yeare only that there was a reduction in the ratio in
1991, that is, the ratio was reduced from 1.15 in 1990
to 0.83 in 1991, The table also show that NAL Merchant
bank plc have enough working capital to attained to
all ite immediate needs, When compare with other
Merchant Banks, it performed better because it has
the highest ratio in 1992 and 1993 that is 1,2 and 1,22

respectively.
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International Merchant Bank Plc in table 3.4.3
al80 has a moderate or fair current ratio as a result
of good liquid assets, There wa® an increase in 1989
from 1.03 to 1.08 in 1993. Compared to other Merchant
banks, it shows that it i® in line of the business,

Finally, table 3,4.4 show the current ratio of ICON
Limited Merchant Bankere, It has a low current ratio
a8 a result of poor liquid asset and also, there wae
a decrease from 1.00 in 1990 to 0.98 in 1991.

Moreover, from the analysis above, it shows that
NAL Merchant Bank ha® a better liquidity position
than the other three Merchant banks and also the bank
will bave enough working capital to attained to all its
immediate needs,

However, the ratio must be regarded a® crude because
it doee not take into account the liocuidity of the
individual componente of the current agsete, A bank
having current assete composed principally of cash and
carrent receivables is generally regarded as more
liquid than a firm whose current assets consist primarily
of inventoriee. Relations this, ICON limited (Merchant
bankers) hae the highest amount of cash and short temm

funds in 1991 compared to other three Merchant Banks

that is ¥1, 181,986,000 a8 at 318t December looking at the
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bal ance sheet,

On the other hand, the acid-test ratio of Nigerian
American Merchant Bank Limited in table 3.4.1 declined
at an alarming rate. That ie from 0.6 in 1992 to 0,139
in 1993 when compared to the other Merchant Banks, it
has a woret acid-test ratio., In table 3.4.2, NAL Merchant
Bank have a fair scid-test ratio and it inoreased from
0.58 1in 1989 to 0.8 in 1993 thie show a favowrable
liquidity poeition onmly that it decreased in 1991 from
0.74 to 0,68 in 1992. That also show that more than
half of the current liabilities can be settled in case
of problem. International Merchant Bank Plc also has
a favourable acid test ratio. There was an increased
in 1989 from 0.59 to 0.71 in 1393 a8 shown in table
3.4.3. Moreso, table 3.4.4. show acid test ratio of
ICON ILimited Merchant Bankere which is on an increase
from 0.37 4n 1590 to 0.43 in 1991, It aleo has a
favourable acid test and better liquidity poesition,

To cap it, a bank that his better liquidity position
will have the ability of seX¥tling more than half of its
current liabilities in case of any emergency that calls
for full settlement and thie will serve as confidence to

to any oustomer or client who is dealing or who wanted to
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s tart dealing with the bank,

Unlike a bank with poor ligquidity position where
creditore would be reluctant to lend the babk more
money or to have a deal with the bank, Aleo, the share
holdere would be subjected to undue dangere if the
bank sought to increase the debt ratio still more by
borrowing, The worst 1iquidity bank could not be able
to settle 1ts debt with it8 current assets, unlike
the favéurable liquidity bank which will sell all their
® tocks and collect the outetanding debt on emergency.

Al though ratios are exceptionally useful tools,
they do have limitations and muet be ueed with caution,
FPirstly, ratioe are constructed from accounting data,
accounting data are subject to different interpretations
and even to manipulation, For example, two firme may
use different depreciation methods or stock evaluation
me thode, depending on the procedures followed, reported

profits can be raised or lowered.

Second, the #ituaticn of the companiee® are never the
same, Similarly, the factor influencing the performance
of a company in one year may change in another year. Thus,
the comparision of the ratios of two companies becomes
difficult and meaning less when they are operating in
different situations,
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Thidd, when firwme use J2ifficult operating and

', accounting procedures, it mifsht be dlfferent to compare

their ratios, .. .

PROBLEMS ENCOUNTERED IN DATA ANALYSIS: ..

A2 noted above, intérfim compariscng are undoubtedly
useful, BRit, there are a lot of problems encountered

in the analysi®s of data obtained. They are

1. " Differences in the end of the yaar of the banks
| under review or 3study,
_:'?:_.' The industry a® reveal from the =tatement of.

IJ accounﬁ. do not opera.té a uniform costing sys tem
thue making it daifficult to compare and 8¢ are
most of the other variables used in the analysie,

3. The muddling-up of key financial terms do not
give room for easy identifiocation of where _the

account really bvelong to. - o g ‘
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CHAPTER FOUR

ROLES OF MERGHANT BARKS (N THE NIGERI AN ECONOMY

4.1 MERCHANT BANKS SERVIJES:

The importance of capital in economic development
cannot be over emphasized especially in a developing
economy like oure where it is a generally held view
that the provision of adequate financial resources is
a pre-requisite for the economic development. The
vital role of Merchant banks therefore becomes obvious,
namely, by making the vast financial resources they
could mobilise available for financing and promoting
economic development.

The diverse and complex financing needs of
cus tomers remain the main focues in the design and
delivery of Merchant bank services, it ie therefore
the duty of the merchant banke to develop a broad range
of banking services to meet the diversified needs of
clients and thus adapt their organisational structure
80 a8 to ensure that those services are timely provided

in the most effective and efficient manner,

84
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Merchant Banke cver ite yeare of operations have
extended its services into all areas of the national
economy and has brought together s trong manasement team
that has proved invaluable in the efficient delivery
of high quality services to its numerous corporate and
individual clients.

Generally, Merchant Banke offer a wide range of
epecialised services to meet the often diverse and
numerous needs of its various clients and is poised
to contimie the search for the adoption of other
innovative packages tallored to meet the challenges being
poised by the country's developing economy.

Merchant banks serve their clients through the
following functional divisions:

1) Corporate Banking Services Division

20 Corporate Finance Tivision,

3) Operations Division.

4) Export and Correspondence Banking Tivision
5) Project and Research Division.

But for the purpose of this study, I will claseify
and discuss® Merchant Banks services under 'wo classes

nanely corporate banking services and corporate finance

services,
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CORPORATE BANKING SERVICES:

The corporate banking services dividion
mobilise funds to finance short, medium and long term
requirement of clients for working capital financing
and investment in fixed assets, The services under
this division includées acce tance of deposits and
treasury inves tment services, Merchant banks accept
deposits of various maturities at competitive rates
of interest from corporate clients such as commercial
and induetrial companies, banks, financial institutions
and pension funde insurance companies,

Merchant banks often act a8 advisere to clients
in mattere relating to investing otheir short term
funds in negotiable certificate depceits, treasury
bills, treasury certificates and commercial papere,

Te Term Loans and Advances: Merchant banks provides
mains tream finance by way of term loans, letters
of oredit or overdrafts for working capital,
trade finance, plant expansion; machinery and
equipment purchases, real estates and contractor

finance project a8 well a8 for other corporate
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purposes, | They also undertake bvills discounting
by arranging for a large part of a compapy'a
tarmover to be 80ld for imetance cesh 1o & willing
buyer while the company bscomes the Banker's agent
for collecting the oash from ite oustomere when

they are due.

1

Loan Syndication; Merchant banke piomeréd thbl
goncept of syndicating oredit fgcilitiee for
cliente in the money warket. ®his generally
arises where a client borrowing requirements a.re B
extremely larga and emoead the lending ocapaclties

of ore or two banks, a8 18 often the case with

major industrial; commerocisl or agricultural

undertakinge. Merchunt banks generally has the

etors of expertiee. ﬁnd requinite experience to - |
quickly lead and arrange loan syndications in
association with a oonsortium of 1ondez_'a. The
reason for loan syndication is to snsure that. ones

exposure to the customer 1s within the credit

ceiling and the maximum risk exposure to ons borrowsr,

Syndicated facilitie® can cover working capital
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facilities, leases a8 well a8 term loans. Yor

ins tance, in 1989, WMB, (Nigerian American Merchant

" Bank) handled a myndicated loan totalling more than

#160 milliion; while it participated in several |
other; worth #120 million etates like Tagos, Benue,
Ondo, Anambra, Borno ete. enjoye a firet chasd pal ate '.
of services from NMB, Nigerian American Merchant

Bank ably supported organisations liks Iucky Fibre

. Figerian Limited, Allied Bank of Nigeria Limited,

Hill Station Hotel and Federal Mortgage Bank eto.
Foreign Exchange Services: Marchant banks provides
services to =oeist collente in proceesing thelr

applica.tiomé for the purchaee of foreign exchange

and to complete the necessary documantations. The
Poreign Exchange seqtion of any Merohan.t Bankes works
clomely with the fentral Bank of Nigari@ and various
agencies to ensure atrict compliance with statutory
raquirements relating to fore;Lgn gxohanga__ Itramaotiom

giioch ab:
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Documentary and Clean Credit: To facilitate the

LI

htallding of imports settlement, Merchant banks provides
clients with the services of issulng and the exeoution
¢f all types ot.letters_of eredit through ite network
of correepondent ‘oa.nka worldwide., They aleo issue
domestic lettere of credit and handling back to bank
credit to facilitate exporte,

Documentary and Clexun Collections:; For transactioﬁa
not covered by letters of oredit, merchant bank

often provic}aﬂ olienta with efficient eervices in the
hé,ndling of documentury and olean bills for
collection entruBsted to the bank by cliente,

correspondant banks or for_sign euppllers.

Remittences: The futurs and growth of a large number
hinges |-
of NMgerian tusinesses and the entire economy Hinges
on efficlienocy of fund remittances _in settlement of ‘
international transacticons, Merchant banks effects
efficient transfers of funds through the agency ‘

arrangements with ite world wide correspondent banks

for the payment of trade and non-trade trangactions,
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Checking Account: Merchsnt Banke; prﬁvide
facilities €0 clients wiehing to operate accounts
dencpinated in foreign curremy, De_posi_ts ol
convertible ourrencies like the Toliarx, Found
Sterling, French Trane, Teutche Mark, Swiss France,
Tuateh Guilder ete, may b made into the accounts
in form of travellerw cheques, Ifbraign.bax.zk no tes
drafte, telegraphicMail transfers and approved
retention from proceeds of export. Interest are
paid on such acoounte .at CBR approved rates,

Aleo where volume of businese eo warrunte, Merchant
banks providee chacking acfount serviges o
aelacted corporate angd imtimtin.nal. client to
facilitate domes tic setitlement of tranesaction.
Agricultural Finance: Merchant Banke are also

actively promoﬁng the nation's agricul tural

- development and hes a full fledged department in

charge of tha lending t projects in the areus of
direct agricultural production, agrioultural /

food processing snd agro-allied mamifacturing.

In response to goverment's rensewad efforte in tlhal

area of exportable commodities, a nmumber of clientw
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are involved in large soale plantations of
differont tree crops. They are fully committed

to the backward integraetion tflfor'as 1n_ wany agro-
allied industries 1n:.oiuding inland/off shore I
travelling operatiome, Merchant banks perform

this sarvice through epeocialisead agri_.__oultural credit

und ¢.

6) Small Scal"a Fnterpries Hﬁ@ca: In line. with 'sho
federal government's aspirations of promoting
amall-sgale anterprises 1t geunsrate growth smd_
aﬁﬁloymont in the country. Melrchant I.:a.nlcalhad Bet
up speolul unit® in the Head Office and at the
Area offices for the purpose of proceesing financs
on soft terms to emall scale companieé' by way of.
terw loan for fixed aseet acquisition and over-
draft for worklng capital,

They aleo actively participate in the National-

Directorate of Employuent Loan Scheme through which

various categories of school laavers, higher inatitutional

gradnates gnd matured people &.g, retired civil servants
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are trained and offered financial resources to set
up projects, Notable examples of banks performing

this function are ICON, NAL, Pacific and NMB,

Bonds, Gurantees and Indemnities: Tn line with its
ueiness of providing wholesale financial services
to clients, Merchant banke issues performance bonds,
guarantees and indemnitiee on account of ite

corporate and institutional clients,

Foreign Turrency Tomiciliary Accounts:

1)

Merchant banie facilities are avallable to clients
wishing to operate accounts demominated in foreign
currency, They handlee "Export 'rocesde Domiciliary
Accounts " for ocur export c¢lients and "Non export

proceede Tomiciliary Accounte" in respeoct of non-

export transactiore, Interests are paid on such account

of muling rate in the country of domiciliation.
Request for withdrawals are processed promptly
Identifying foreign markets for NHigerian produocts,
Matching Nigerian exporters with reputable foreign

uyere.
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Collescting export proceede pm&ptly

Advieing and/or confirming letter of credit
iesued by corréapondent banks covering export
of goods and services from Nigeria. - |
Guiding exporters con local documentation

and regulatory requirements,

Providing pre-shipment and post-ehipment
finance.

Providing coneul tanoy services to exporters
entering new markets a.g guide exporters
through documentary, regulatory, design,
packaging, Ipromoticnal and spacification

reguirement in foreign market.

Bquppment Ieaping: Merchant banke has comsoclidated

their leaderehip position in the provieion of

loasing services to qualifylng corporate entitiee,

By this finaneclng arrangement, Merohant banks

generally provide 1007 finance for proourement of

squipwent and machinery (a2 the leaser Yowner) and

gonveys to the equipment user the (leassee), the

right to use the eguipment and machinary in return
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return for the payment of specified rentals over an

agreed périods of time., Items of equipmant on lease

include:-

1)

2)

3)
4)
5)
$)

7

. 8)
9)
10)
11)
12)

13)

14)
15)

16)

Mamfacturing Equipment - Furnaces, plastio
sextrusion machines, How Mumlding Machines, Thermo

farbding machines,

Cons truotion Equipment - Motor Vehioles, Cranes,
Dredgers ete. |
marrying Equipsent

Drilling Equipment, Water Rigs etc.

Printing Machines, |

Rolling Mill Equipment - Straightening and Qutting
Machine, Wire Coll Drawing Machine,
Agricultursl Tquipment - Toactor ste, |

Fiehing Equipment - Trawlers eto.

Baking and Confsctionery Rquipment

Dry Cleaning and Taundry Equipment -

Office Equipment - Computers eto,

Transport Equipment - Cranes, Motor Vehicles

Cenerating Flant - for Klifts

Ships und Alrcrafts.
Communlcation Equipment

Storing Equipment -~ Siles,
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Merchant leasing facility is usually structured
in terms of pattern and size of rental payments to
suit peculiar circums tances of beneficiary commercial
enterprises, Given the cash flow benefite, among many
other benefits, to the equipment user Wwhich will arise
from non-requirement for initial capital outlays for
the leased requirement., This mode of fhnancing ie also
suited for companies who, for net worth constraints,
cannot easily increase their overall debt arising ‘
capability for the purposes of acquiring critical production:'- \
assets for their operations, or execution of contract
jobs,

The lease facility therefore will enable such firme
to realise growth and profit potentials as well a8 stabilise

\

cash flow gereration stream. Fortunately enough, all
the two banks under review are membere of the equipment
lease association of Nigeria (ECAN)., Merchant banks also

participate in syndicated leases,



96

CORPORATE FINANCE SERVICES:

ll:

_ "_'(f--;". ., The ocorporate finance services mainly desls with

s

j'/ he__iping clients in raising of funds through the iseuing
house and also offering of advice to ite corporate

‘, clients ar investment and financial matters,

S

*r’ﬁf
¥

LN

R

a) Public Equity and Dabt Iesues: Merchant banks
continues to maintain a dominant presense

j S in the oap;ltai market and manages equity and

debt issuse through the Nigerian Stock |

Exohe_mga for gompanias raising new long term

daﬁifal. To thislelnd. they provide a full

_I | range of issuing houee Bervices including

introduction to the Stock Ex_change, advice %T

. ; | relave;mt raguiatiom and gévernment policy.

_ | The pricing and detemination of the term of

}’ '_ ,:'*. an is=ue, market conditions, drafting the

| :.'._f_l; | offeri:nglr .dom.menta, representation on the company's

o r | behalf to the amthorities and finally markeging

| . of the issues under certain warket conditions, |

/ . : The&l alsc f:r&vida an underwriting sarvice to

/ enhance the chances of success of an 1eBue,
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Private placement of Debt and Equity: Certain
companies, because of 8ize have limited borrowing
requirements for specialised operations, may prefer
to raiee new capital through the private placement
Market, In such cases, Merchant Banks are able to
advise on proceduree, drafting of relevant documents,
and selection of, individual and institutional

invese tors.

Underwriting of Issues: Underwriting connotes risk
bearing. By presenting an issues with a cheque for
an agreed amount of gshares, a Merchant bank frees

the company from the burden of finding inveetors for
its offering, Dt also assumes the riek of adverse
price development during the distribution period,
Fees are charged for underwriting bonds and the full
amount for the value of the bonds o underwritica
charge during the distribution of the purchased securities

the bank suetains leases, Underwriting therafore
involves risk. Bond® are therefore analysed before

they are underwritten by Merchant Banks., They

therefore provide full or partial underwriting facilities
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for debt or equity iesues which are either managed

by the Bank or other issuing Houses,

Pricing of Securitiee: Issuers usually want thaj o

lowea t poesible rate to attach to their debdt

issues tut at the same €ime investore want maximun

ylelde. Simllarly, iesuers want the highest
proceeds for their stock offsring but inwmstore

1 B ]
would like to bargan prices., Merchant banke strive:
to reconcile these conflioting objectives by ..

gaaging markete aocurately.

Market Support: UFot all securlty offere in which

. Merchant bankers® purticlpate are underwritten,

" In some casesd Merchaent Banke confipe their

contrimtion to marketing eupport. This means . -

that they agree to use their ekill in finding

- dnvestors willing to purchass the sscurities heing
. dffared. They 4o not guarantes the eucceaafulsfe
.- placement of the iveue. This is common when

Lo mérkating the seouritiea of Buall or even unproven

companies,
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Price stabilization function: Thie is normally
carried ocut during the distribution phase. Orders
are placed to purchase any of the underwritten
securities at a fixed price usually at or near
that at which the issue is being offered publicly.
By pegging the price at which they ®tand-by to
purchase the securities being distributed, Merchant
bankere hope to achieve two objectives:-
i) To ward-off precipitore drop in the securities
prices and the concomittant underwritting
Joes that would ensue, and
ii) To waintain favourable pubtlicity for the issue
and thereby encowrage ite acceptance among

inves tors.

Pro ject Finance: Merchant Bank provides financial
apeistance to indigenous concerns with bankable
project ideas., The cash flow from the projects

are thus the source of repayment on this type of

loan. They have special expertise in the pro ject
finance area and an act & financial adviser to

large projects; advise on the appropriate financing
programmes and provided guidance on the implementation

of the financing including the eyndication of
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medium and long term fundes through the capital
mﬁrket. Ferchant Banks ﬁupport the indigencus
enterprises as a guarantor thus catrlyoing raplid
devalopment in mamfao_turing; processing; agriculture,
real ostate and dthar. prefered sectors, -

Feasibllity Studies: Often Merohant bankers

invaa tigate the practicability of setting up a
subsidary of a company. 1‘or- a group of companies
contewplauting a joint project they will present
ﬁnancing options and point out the benefit of each;

s well as its pitfalls.

General W™Mnancial Advice: The hanks fingnecial

~  advisory service is u direct respomwe to signals

emanating from the market place which calls for

cons tunt review and restruoting of corporate pperations
and oapital, The overall aim is to help clients |
improve their effalctivamsa, efficiency and proflta-
bility. The Advisopry servicvez 20ver problem areas
su_ch a8 caplital restructing for trading and debt

mai:ﬁgemont. For example N«B is the Techniocal Mahager
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of Inland Bank Nigeria Limited owned by the Bauchi
State Govermment an” Merchant Securi ties Limi ted.
Jbe of the Merchant Banks most valiable assets is its
knowledge of events and development. In the financial

markets and 1its ability to advise clients °" such matters,

This advice includos guidance on such mattere as
a company's optimum financial structure proper type of
funding ime truments, market acceptance, the most
efficient use of funds govermmental policy and regulations
and an independent agesessment of short and long term

economic pro jects,

3) Advice on captial Structure: Merchant banks can
render valuable aseistance to companies having
problems in determining what percentage of their
total capi tal etructure should consist of long-term
debt ins trument, The capital structure of a company
will depend on the nature of usinese and on other
factors which may be of analytical interest to
Merchant bankere, Research into industry conditions

and investment requirements enables them to ad_vice
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on optimal capital ®tructure. The Merchant banks
‘k'nowledge of money and capital markets enables
them to advice companiee on the type of finanoial
s trategies that can be adopted ix.l"ord.er to

achiave dedlired mixes of dabt and sguity in their

papitalizations effort,

RZRFURD Loans: KNERFUND 48 a j.'ina..nc‘ial:asaiatanna
progranme vet up by the Federal Gover.nm.ant to |
asslet emall and medium ecale enterprises,
¥erchant banks have played an active role in the
execution of this lmportunt national édhéma by
mnaintaining a ologey contaot with NERFUND office
to ersurs that loan requests presented through
them receive aeppropriate attention and approval.
Pro ject Advisory Services: The projeot Advisory
services are offered to customars who want to ’:H
benefit from the wultilateral institutiont weieted
projects. These include projects funded by the |
World Bark, International I’inﬁnce .Gorporation (1rc),

Afriean Development Bank ( ADB), and the Commission
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of European Communi tiee (CEC). For example, in 1990,
the IMB actively participated in the US £36 million
Oyo State Urban Rehabilitation Troject; Especially

the Ogunpa Channelisation component, in which extersive
civil engineering design and construction works

were involved, Other major projects embarked upon

zy IMB were the US $14.6 million Gongola State
Essential Drugs Iro jects, the Multi-million naira
Rivers and Oyo States Heal th Sy=teme fund pro jects

and the Plateau State infras tructure Development

Pund Pro ject,

Merchant Banke has been playing an emviable role
in the Implementation of the Infrastructure Development
Pund (IDPF); Essential Druge Pro ject and IPrivate sector
emall /medium scale enterprises development pro ject,

In all casee the banks credits have been largely
directed towards fhl rehabilitation of exieting projects
and the establishment of new ones as a neceesary step

towarde revampinz the ailing Nigeria's economy.
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In these projects, Merchant banks role ha® been
in termws of project advidory and consul tancy services
by way of project appraisal, preparation, co-finanoing

and supervisdon,

Mergers and Acquisitions: Merchant banke are pioneer
in thie area of activity by acting a8 financial
adviser to cooperate mansgement in identifying

and evaluating merger and acquieition opportunities

for achieving particular corporate objectives,

Inves tment Management Advice: Merchant banke offere
inves tment advisory services to agaist institutional
fund managere and trustees of staff pension and
endomment echemes a8 well a8 unit trust funds in
the development of overall investment strategy.

A comprehensive inves tment management service ie
also provided for these categories of fund,

Trus tees Services: A8 corporate truetee, Merchant
banks undertakes to act a8 trustee for pension,
endownent and unit truet funde and for public and

private debenture issues,
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Stock Broking Services: Merchant banks involvement
in capital market activities is greatly enhanced
by the secondary market operations of the banks

e tock brokere limited (e.g. ICON Stock brokers
Iimited, Merchant Securitiee Limited etc) for
ins tance, ICON stockbrokers Iimited accounted for
at leaet 25% of about ¥9 dillion worth of

securi ties currently quoted on the Nigerian Stock
Exchange, the company's leading role in the
NMgerian Stook Market ie synonymous with the
development of the Stock Exchange of which it is

a founding Mealing and Council Member.

Fesentially, Merchant Banks @ tock brokerse
ILimited provides the following services:
i) TIntroduction of Securities for a Quatation,
A higher proportion of securities quoted on
the etock Zmchange (including Federal Republic
of NMgeria Developmont Stocks) were introduced
for listing by the firm, Through quotation,

market abllity and cash convereion eircle of
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lieted Becurities are greataly enhanced e.g. IMB
took Lion Bank of Nigeria to the Stock Exchange

for listing,

ii)  Dealing on the Stock Exchange: A8 an Aithorised
Dealer an the Stoock Eachange, they are ill..;wo.'lvac-l |
‘with the Bale and purchase of debt and debt and
squity jesues of sscurities floated by govermment
corporate bodies, In this role, théir a.ctivitiaa:
have been very rewarding to both institutional
and inddvidual investore.

1i4) Portfolio Managc;mnnt: Through Msrchant bhanks
apecialised investment advisory sesfvices, the

"t omly the choice of

Qompan.v aseis te 1nveut.ors
viable inves tment m;.ltleta in ﬁnaﬁciél asgates Mt
aleo on the structuring of their port folio of
securlties and on the wovements of funds from
ons classof seourities to .ﬁnother. ’Iﬁey also

provide safe keeping services for securlties for

a nominal fea,
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In redent yea.ro;. Merchant Bankes hae divereified

. thelr services by setting up a financial services

departaent to see th the performance of the bagio |

1)

0

»

- fu r‘mtiolml

¢
Mnd Management: Here funde, bank® manages

funds that have been placed for investment

‘purposes to give clients high returms. -

Trade Finance: They arrange financlal packages
. 4“5’5"‘" .

for the speedy exeocution of ahort term

trammactions, It 18 also engaged in Joint

‘ventures with interested parties,

Acceptance of M1ls: A bWill of exchangs ordinarily

'8 a document drawn by a Sellsr in the international

'_ or domestic market by which the tuyer undertakes

%o pay the stated amount in the Bill eithir '

at sight or at a glven time, to the seller; the

M1l represent an acknowledgement of indebtnese

K by the tuyer. Bat the lender or investore of

funds or even the seller of goods would not teke
such a bill as a good security for loan or good

investment Becurity unless it is accepted by

a reputable finance house,
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Tr.éa:neﬁry and Mnancial Servides: Merchant banka
| accept deposite on various tenors at oocumpetitive
interest rates from variou® customerse incliuding
individuale, mamfaocturing companies, inaurance
companies, banke, publiic imtit_utiom and other
eorporate entities, .' :

They also issues and markets negotiable
certificates of dapoeit wbioh way be discounted
by any holder bafore maﬁrity. Thaa.a ips trunente
hé.vh 'gaimd inves tore recognition for their high
quality and that i1s why international Me;-qhant
Bank Plo volume of disgountable il.m.trutnen'ul-__ e
traded or iseued in 1990 wa® in excess of
N445 wdllion,

Merochant Bankse also assiet éompam.u t0o
raise funde from the monay market at short notice
to fina.mae_ epacific short term, self liquating
trammﬁona. for working capital, and to )
provide bridging finance by issulng and marketing
oconmercial papers and Bankere Asceptance on

behalf of such companies. The banks provides
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such other money market intermediation services

to it8s customers a8 inveeting in commercial notee;
Bankere Acceptances, Treasury Rills, and other
money market instruments on behalf of such cus tomers;
and also provides discounting and rediscounting
facidities for these inetruments, The banks al®o
issues a high yield invee tment which provides

inves tore with high after tax yields on their

investment (e.g ICON RREMIUM CERTIFIZATE),

Captial Market Report: Merchant banks has initiated
the publication of the Nigerian capital market
review to provide information on capital and
investment market activities, identify developments
which bear on the market and the outlook for fund
raising activities (e.g. ICON Nigerian Capifal
Market Review).

Poreign Exchange Market (FEM): Generally espeaking

Merchant banks areprime participant in the forei.,
Exchange Market transactioms., The main thrust on

Merchant banke foreign mmchange activities is the

provision of foreign exchange to clients operating
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in the preferred Bectore of the economy in line with

the govermment’s effort to revamp the Nigerian economy.

The banks also proocures foreign exchange for and
from corporate and individuzl clients at market pre-
vailing rates. It aleo manages foreign exchange balances
in domieiliary accounts on behalf of ol_iangs in high
yielding money market instruments in major world
.financial centres with a view to realising optimal
returns,

In the éame ﬁiﬁ, they provides a.dviaory sefvices
to ﬁrotect its clients againat the inoreasing volatile

foreign exchange rates movements,

4.2 DPROBLEMS PACING MERCHANT BANKS IN NIGERI A:

Merchant banke aotivities in the bid of confrihxting
to the economy has face a lot of probleme and amonget |
the prohl_ama are :- |

1) Stifr cl.ompa:bit:ior.l mmﬁg bankes: On a moﬁ general

level, competition in the banking induetry
has intensified because by the end of 1990,
113.bank's .were in operation as compared to 70 |

in 1988 ana 89 banks in 1989, Similarly, the
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mﬁmbef of non-bank financial imstitutions,

. particularly finance and hureau de change
{ | Ioompanias has sharpened the edge of :cb.mpelfiticlw.riq
| thﬁa p#ving way to inherent advantage of cperating
.. outside the regulatory cons traints fuced by
Merchant banka and commsrciail l;é.nks; 'I'hat;;
. 1nv§riahly will lead to sorambling for depoeite,
good location, high callibtre persontel eto and
in turn leading to poor br lo.w..pro.ﬂt ﬁargin.
2.  Lack of understanding of local industries' needs

mainly because of the urban orlentation nature

or branches /officers of the Merchant banks,

" R
#

3e Righ cost of lending

da The high 1ntexjuat rates of sourcing for deposite
resulted in subtstantial reduction of their
margins ;

_ ._5. The personal guaranteee and other form of
N ."strihgent collatera.i securities which are not

readily available to offer. For pereonal gual antaes,
the fact 18 that it 15 diffioult to 4ivoros sumall

companies from the individuale es@ociated with
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them might make the case for the guarantee rather
valid, for this Joe®s ensure greater responsibility
on the part of proprietor in the risks that

they are prepared to take with borrowed money,

Central Bank of Migeria (CBN) directive placing
a ban on Naira loane secured by Foreign Exchange

guarantead funds or foreign deposite,

Fayment of huge pensaliles due to contravention
of section 12(3)(b), (c) and 16 (5) of the Panking
Act 1969,

Unfavourably goverment policiez like the with-
drawal of public sactor funds Trom the banks by
the CBN and the introduction of meagures like

(a) the stabilization securities, and (b) the
prudentis guidelinze, These measures precipitated

a serious liquidity crisie in the banking sye tem.
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4.3 SURVIVAL STRATEGIES FOR MERCHANT BANKS IR THE 1990°S

In order to keep pace with the recent trends in the
economy, Merchant banks in the country has adopted the
following strategies for survival, ™

These will include:

1e Pagsionate solicitation for clients, aggressive
sourcing of depoeits by paying high rate of
interest to depoeitors, increased concern for
attracting high calibre perscnnel. and the

scramble for ® trategi- location of bank offices,

2. The introduction of a new organisational
etructure by banke (Reorganisation) to
igculcate the culture of' inves tment banking

3. The grudual shift from interest income to fee

baeed activities,

4. Rationalization of rescurce inpdts to survive

the challenges in their operating environment,

S The process of gradual ehifts to usiness
focue from the traditional wholesale banking

towarde inves tment banking,
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Ystablishment of more branches which will bring
about a vieible presence in the key financial
market, and industrial zones in the ocountry, md \
to bring servicee closer to it® customers so ag

to enhance the bank's competitive = trength and
improve its market share especially in non bank

deposits,

A bold step taking by banks to strengthen areas
of special nead through promotion of competent
s taff from w»ithin and recruitment from outside

wvhere necess2ary.

Contincu® trairing and dsvelopment of management

and staffs locally and abroad. The localisation

of off-shore training by inviting foreign consul tants
and lecturers to handle courses at their reepective
training centres is another strategy adopted by

banke because tarough thies mechanism the bank will
contimually up grade the ekill and proficiency

of its staff.
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SUMMARY, CONCLUSICN AND RRCOMMENDATION:

51 SUMN ARY:

This atudy ie a performance evalué.tion of Merchant
banis Wt respect to its ablity to contritute to |
" the development of the scopomy. It i8 aimed at :
aseassing the extent at which Merchant banks have
been ei.ble follineei'; the desires of the individuals,
corporate bodles and the goverament ;n the bid of
satiefying their cuplital needs and inw#tment drives:
respectively, r | o

I have in the firet ochapter of t_l;ia 8 tudy gave
#s vast definition of Merchant Eank, atateme.nt of thei :

r -

problens, ob.jéctiva of the study, significance ank

delimitation,

The Beoond ci‘lapter takes a loock at the 11t§raﬁure
of evolution and development ‘of Merchant banking
Indue try, the history of Merchant banks in Kigeria
1360 -~ today, & review of Merchant banks activities
in Nigeria in 1992, The characteristicse of Merchunt |
baqk. dietinction between Merchant bank and commercial

bank and Merchant bank in economic development.,

116
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Chapter three 18 & oloa§ examination of the profile

K of eelected Merchant banik intearme of the genersl back-

ground of the Nigerian econory; atructural profite of

the selected Merchant barks, opsrations of Werchant banks,

Interfirm comparieon of the performance of Mgrohaqt bg,nks

in Nigeria and the comparative unglysis of kéy .pe;-fon.uanca
ihdicators.;';f Mefohaﬁt banks were reviewed and thoroughly
interpreted. From the anal ysie of the o;mra.tiom of those
inmtitutions, in economic devalopment aeme, it would
appear they have grown more than they have developed,

The data praaenud here 1n reveal that these
inatitutiona have grown by leaps and bounds in the paﬁﬁ
yeara it eepecially betwsen 1986-1993 Total absets, total
louna and advancee, total dnpoaiﬂ/lfiabilit.tea ahmholdnm'
funde, investiment, equipment leasing etc have 1ncroasod
tremendously during the period under review, To conclude
the ochppter, maption _ia m;adn of the p;oblams encountered in
the analysis of data. o | “

Chapter four gave a vivid discussion on the rolses of
Marohanlt banks to the. Nigerian economy through a thorough

i

examination of services rsndered by the Merchant bank in
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Nigeria, Lsastly, the chapter is rounded-up with possible
e trategies that can e adopted for Merchant banks

survival in the 1990'a,

| 5.2 CORCLUSIQN:

The operations and laudable Services rendered by
Merochant banks in Nigerlia has enabled thew t0 fill the
gap in the economy thus reflecting the changing etructure

of the dynamio economy towards incressed industrialisation,

1
Undoubtedly, the NAlL, (Merchant bankers) have made

tremendous ang oredit - worthy oontrihztiona to the general
devé.lopt;ien'.l: of our economlc eyatem and in parti(ml.ar in
the development and tramsformation of our financial
environmant. From the availatble data praaanmd and amg.]_ysad
in tha study between 1989 - 1993. I have shown how |
Merohant banke have been able to inoresse the size of
finanocial claima in isaue in Nigeria and thie halped to
widen the country's finuncial 1nfraatmcture. In the aame
vein, they have, by merely performing thelr traditional

functione introduoed variety to the financial eervices
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<

' 'a.ira.ilabla to enterpriges and entreprensure in Nigeria.
They have filled ﬂnanoing faoilitiaa gapa in Nigeria,
by providing to indiv:lduals corpora'be bodies and ..
industry services that neither the long-terw lander
{development banks) nor the short term 1ender8
(Commercial banke) woukd ordinarily, Eatiafac‘borily
and sufficliently provide.

It worth menticning heré too, that NMerchant banks
hag been severely criticised in the perfornance of'”
their functions. Such criticiem levelled against her
will include®™- inabtility to meet the Central bank
guidelines with regards ¢o the aéatoral allocation of
their lean® and advances. Over the years of their
operations. they have not been able to meet the target
allocated to the proferrad sector which ie tho productive
gactor while they always surpaseee the maxisum target
for the lese praferred saotor. MNerchunt banks, have been
continmially criticieed on the ground that they came
into the financial scene by olalming to provide mad_ium
and long term loans bat concentrated on such sghort
term ﬁ.haﬁoa, whioh woe presumed. Moreover, the maturity

pattern and the repayment patterns of their louns and
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advances does not wgﬁr well fm}e this aocuntry which.
' needs longer maturity dates for ite industries which
are.-moetly in thgi;- infancy.

Inspite of .the. ?ﬁritioiaﬁu; above, Merchant banks
have made a lot of contributions to the growth, development
and trameformation of the Nigerian economy into a viable
one., By parforming ﬁheir apeoi\a.liaad. funeticns such ag
congortium lending, liability management which lead to
' the introduction of negotiable certificate of deposit
( NCDS) as a monay market 1ﬁstmm;nt. ﬁﬁd;rwriting of
issues, portfolio management, inves tment management
advice, project financing, public squity and debt issues,
privite placement of debt and ecuity, loan syndication,
equipment leaping, wergers and acquisitiouws, bonde,
guarantees snd indemnities, checking account sarvices
" ete they have introduced veriety to the financial
servigee avallable o usineeses which nailther tha_

" commercial banks nor the developiner;.t banks can ﬁrovide
- matisfactorily. | | o

The induetry could probably have dons more if it

have had conducive environwents (f}ee from naégiﬁg

problems of inflation, unemployment, infraetructure,
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low foreign exchange in-flow, low agricultural production,
low industrial capacity utilization and weak financial

etructures of ite Companies and FParas tatals) - appropriate
regulatory frame works adequate incentives and promotional

government policies,

Given the country's level of industrialization of
growth, development and transformation, M2:rchant banking
indus try etill has a ro8y and profitable future in Nigeria
in that there is still need and armful opportunities for

them to grow and develop.

It ehould be noted therefore that Merchant bank has
passed through the process of readjusting to the changing
business and regulatory enviromment and is now on the path
of recovery and growth, They have conveniently met the
prescribed international capital adequacy s tandards and
has full accommodated the demands of the newly introduced
prudential, Guidelinee, The new accounting disclosure
equirement for banks have also been complied with.

Suffice it to say, the potentiale for the growth angd
development of the industry is 2till vast a8 majority of
the populace are not yet fully informed about the services

Merchant banks offere and a8 the economy improves, Merchant
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banks impact will be much more felt. Young and old
Merchant bank need to bring to bear on their operations
those hall-marks-intensive marketing of their services,
integrity, innovation, aggreesiveness, harwork and
astuteness Bo a8 to be able to contribute significantly

and meaningfully to the econcmic development of Nigeria

It is implicit from the analysis that Merchant
banks has lived up to expectation in their bid to
transform the eoconomy into a productive and profitable

one.

5.3 RECOMMENDATION:

The need of Merchant banke' in their effort to
developed the nation into a self sustaining economy
cannot be over-emphasized. A developed and well
functioning Merchant bank will without doubt see to
the development of the entire economy., It is well
advised that if NMgeria's economic development is to
be enhanced, actione towards addreseing the short comings
of Merchant banke should be taken, The following measures

are recommended:-
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Direction of loans and advances to more productive

channels over and above the present proportion,

Merchant bank®# should be ready to comply with the

Central Bank of Nis‘h'iu guidelines as regarde meeting

the target loans and advanoes allocated to the

preferred sector and deemphasize gllocation for the

' lems preferred sector.

Given the fact that the finance require by a large
majority of our economic unites is naceesarily medium
to 1ong-term in nature a8 a result of their infancy,
the maturity patterns of thece banke financial

appis tance must be change if the assistance 18 to be

of 'a.ny value,

Much more can be done by Nigerian Merchant banke +o
help the development of our econowy. In the area of
export financing for ime tance, the expertise and
financial support of the banke will be very welcome,
The growth and development of London into an
International finaneial warket place owes a great
deal to the work and activities of the country's

Merchant banking institutions, Thus, Merohant bankq

'
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can combine aggressivenese® and innovativeness with
their potentiale to achieve same for Lagos and
Nigeria in the West African and African business

and financial environments,

There is aleo need for diversification and

increasing the sources of their income,

Promissory Notes and other papers arising from
loans and advancee to such preferred subsectore

a8 agriculture and manufacturing should be eligible
for rediscounting to minimise if not eliminating
the funding risks attendant to such credit as they
tend to discourage Merchant banks from being

active in these areas,

The public must be fully and thorough educated

about the activities of the bank especially by

the older Merchant bank and not 2o much concentrating

on their individual gaine tut consider it a8 their
own contributicn to the growth and development of

the industry and the country at large.
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For Merchant banke to be able to carry out
government wishes in term of lending area, they
need the full support of the Central Bank of Nigeria
in their medium term finding, This ie in the
assuring a continous availability of funde and
stabilization of interest rate. This could take
the form of a formal guarantee of funding or,
preferably, the actual placing of 3 to 5 years
depo®ite with Merchunt banks at a reasonable
interest rates for inetance § percent over the
rate paid by the Central Bank of Nigeria for funde

ll‘hu'itj'-

If the Merchant bank are going to be able to help
proumote economic developament by performing their
funotions well anl patriotically, a pre-condition is
that there must exiet the right rigulltory atmos phere
a® well as effective and truly beneficial incentives
to the institutions., Moreso, apart from been
regulated under a seperate legimlative and regulatory

framework, the bank must be told more precisely
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what 18 expected of them and more importunyly
the baeic freedom of operation mpust be provided

'to enable them do those thing®,. i
lk Yo X .
9. The Central Bank should allcm maroha.nt Bank to

hindermte
| ohnr.ga preufun 1ntereat rata without : hinderance

. \} ' l_"l I B
80 28 to onccmrago t'hom in making more teaym loamw,

l.'<i_;-‘ H .':I'I-':ﬁ\“\l

10. Pinally, the bai)ka puet mobilize local subs titutes
4 for the dwindling foreiga capital inflow. Training

/. programme and promotion coupled with properly taking

L s L .
- ; . X o
:I L o i iﬂ,

- care of staffs welfare by being adequately
i{/ compensated and remmeratad will in no amall way

/ contrihute to the proficienoy of 11'3 U‘baff.

f_ L
‘
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NAMES OP MERCHANT BANKS, EQUITY SHARE, DIRECTORS,

BRANCHES AND LOGATIO-!I__IrR NIGE"T A

ABACUS MERCHANT BANK LIMITED

EWITY SHARE: Mgerian (1007%)
DIRECTORS : Senator Olawale J. Adewumi
( o MD)

Alh, M, A, Mohammed
Arc. Adebayo Afe
Mr. Ganiyu Sokoya
Mr. Sadoku Irune

NO. OF BRANCHES: 1 (Head Office)

LOGATION: Lagos.

ABC MERCHANT BANK LIMITED,

BPLTY SH.ats: Mgerian (100%)
DLusClurs Chief(Dr) E.C., Iwuanyanwi,

KPR (Chairman)

Mr. Boniface A, Akuazoku

(MD/Chief Exec.)

Chief H.E, Omukogu

Dr. J.0. Somuga

Mr. A.0. Orakwuei

Chief Oly Adeyemi

Pr. N,I. Nwachukwa

Chief H.%, Omkogu

Osey holding Limited

(Repr. by 0.N.E, Nwgozeu)
NO. OF BRANCHES: 2 (Fead Office Included)
LOCALLION : V/island, Owerri.



3.

5.

APRIBANK INTERNATIONAL LIMITED (MEROHANT BANKERS)

EQITY SHARE :
DPIRECTORS :

KO, OF BRANCEES:

. LOCATION :

ALPHA MERCHANT BAK
EQUITY SHARE t

DIRECTORS %

NO. OF BRANCHES :
LOCATIOR 3

Ngeriun {100%)

Alhe I.Y. Abdullahi (Chairman)
Mr. R.¥, Thysmbe {cM /CE)}
Alh, Al-Mua jtaba Ahabakar

Alh, I, A. Galandance -
Mre, 3. Kuaamofa o

Mr. E,S, Nor

Mr. I. Yusuff

Mr. T4 jani Isma (Al ternate)
Mr. Said 0. dd=blei (Alternate)

1 (Head Office)
¥/Ieland.

TLC

Mgerian (1007)

Dr. Aidu K. Abashiya (Chairman)
Mr, Jiol A, Lawal (¥D/CE)

Dr. U.S.H, Maigida (Exea.)
Ohief G.I.C, Bneld

‘Tord Chief D.U. Ifegwa

Mr. Solomon P, Ezobi
Chief M. A, Omisade

3 {including Head Offics)
Lago®, Kano.

OERTRE - POTRT MERCHANT BANK ILIMITED

BEITY SHARE 3
PIRECTORS :

HO. OF BRANCHES :

Kigerian (100%) B
Mr. Henry O. Omwenai (Chairwan)
Mr, Dennis O, Odife (MD/CE)
Mr. A, A, Aylda

¥r. B.,A. Ildris Animasham

My, N, Nwanodi '

Mr. Omotayo Ogunsulire

Chief H.E. Onukogu

Chief J.C. Onwubuya

4

TLOCATION Lago®, Onitsha, Kano, Ibadan, Aba.
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T

CENTURY MERCHANT BANK LIMITED

EQITY SHARE :
DIRECTORS :

NO, OF BRANCHES :
LOCATIORN :

CITY TRUST MERCHANT BANK
EQITY SHARE $
DIRECTORS t

NO. OF BRANCHES :
LOCATION H

NMgerian (100%)

Alh, Bashir Othman Tofa
(Chairman)

Dr. Mohammed Sagagi (MD/CRE)
Dr. Ime Sampson Umanah
Dr.(Chief) Abel K. Ubeku,OPR
Alh. Uba Iida Abubakar

Mr. Mlliam Anumudu

Alh, Keri Ahmed

2

Hq-Lagos, Kano,U¥o.

LIMITED

Nigerian (1007)

Chief N.T.0, Coker, SAN
(Chairman)

MR, OTUKAYODE A. OTUFALE
(vo/CE)

Mr, Olakunle 0. Osmowo

Chief O, Alex Tuduyemi

Mr, R,A. Lawal

Chief Chris O, Okunowo

1 (Head office)

Lagow.

COMET MERCHANT BANK LIMITED

EQITY SHARE t
DIRECTORS :

NO, OF BRANCHES :
LOCATION :

Nigerian (1007)

Pr, C.E, Abebe, OPR(Chairman)
Chief Ted E. Inegbedion(MD/CE)
Chief (Pr.) E. ipabe

Chief J.P. Ale

Alh. A. Baba-Nabegu

Nze O.N.E, Nwaozuzu

Mre. A.L. Yougha

1
V/Island
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10.

11.

CONTINENTAL MERCHANT BANK NIGERI A FLOC.

EBQITY SHARE : "FMgéerian-Fedl; Min. of Finance
Incep. 51%
Staff of COMB 9%
Wwarehoused sharee 401
DIRECTORS : A Shekarau (Chairman)
Mallam S.A, Umar (MD/CE)
M.S5, Udom (Execu,)
C, Mhiwe (Zxecu.)
M.G. Bi1li
TLianiyu Isocla Pello
J. Adesina
M.V. Umoh
NO, OF BRANCHES: 6 (including HO)
TOCATION : Tkosi.

CROWN Nesld ani BUJK MGsilA LIkl1sSD

BQITY sHates ¢ Mgerian (1004)

DI RECTORS i Ji.e G,0. Igbinedion (Chairman)
Mr. Alan J. Milton MBE (MD/CE)
Chief Patrick I. Sromosele(Exec.)
Zzekiel S, Yesufu
Lady C.L. Igbinedion
Profeesor A.N. A. Modebe
Chief(Hon,) Justice 1.0, “Toker
Chief Ztim O, Iyang
Barrister A.0. Eghobamien

O, OP BRANCHES: 3 (including Head Office)

TOCATION E Tagos, Kano, Benin.

DEVCOM MERCHANT BANK NIG2RI A LIMITED,

EQWITY SHARES : Mgerian (100%)

DI RECTORS :  Mr, Mike Ademuga Jnr. (Chairman)
Mr. J.0, Bkxundayo FCIB (MD/CE)
Mr. A.M, Makanjuola (Exec)
Alh, Jubril Usman
Chief Kola Adegbola
Dr. John Eimonye

NO. OF BRANCHES 3

LOCATIOR V/Island (HO), Kano, Ibadan.



12. FBN (MERCHANT BARKERS) LIMITED

TWITY SHARES : Mret Bank of Nig Fle - 607
S taff - 107
Private Nigeriane
Inves tore - Yt
DIRECTORS : Mr. J.0. Samuei (Chairman)

Chief Chilo C. Offiah (MD/CE)

Mr, Keith N. Radford

Mr. Abubakar Sadauki

Mr. Bayo Kuku

Mr. Umaru S. Ndamsa

Mre, Evelyne N. Oputa-Brume
NO. OF BRANCHES 3 1
LOCATION 3 Lagos,

13 FIDELITY UNON MSRCHANT BaNK LINI TED.
SQITY SHARS : Mgerian (1007)
ILReCIORS i Oba J. Oluwole Sonoiki(Chairman)
Machar A, Zoaka (MD/ORE)
Prof. Peter N, Umoh
Chief Jamee O, Osakwe

Nafiu Baba- Ahmed
NO. OF BRANCHSS 5

LOCATION $ Lagoe, TortHarcout

14, FINANCL AL Me3CHANT BaWk LIMITED,
SQITY SHARS 3 Mgerian (10017)
LL ReCTIVRS : Otumba ¥,0,0. Ajayl (Exec.Chairman)
Alh, K, Damtatta
Mr. IB,B, Ochonogor
Mr. R.M. Slawinski

Prince Jave Olateru-Olagbegi
M. OF BiRaNCHsS : 1 (Head Office)

LOCALLUN : Lm'a



15.

16.

FIA51 CI1Y MERCHANT BANK LIMITED,

LQUITY SHARE @

DL RECIO 2 .

N UF BrlaiChss,
LOCATLIUN 3

Private Nigerian Invee tor 60¢
Ouardian Royal Exchange

Assurance PLC (U.K,) 407
Otunba M.0. Balogun (chairman/CRE)
DrY Long (British) (¥D)

Mr. B.C. Molokwu (Exec.)

Mr. 0,0, Senbore (Exec.)

Alh, ™ jani Fashim(Caladima, Kano)
Mr. Ladi Jadesimi

Mr, G.T.5. Adokpaye

Dr.(Mre) M, A, Nwakoby

Chief B, A. Olaogun

Nr. Millar (Britieh)-(Board Advisor)
2 (including HO)

Lagos, Xano

FIST INISASTATS manCHANT SANG (MIGERLA) LIKITED

L£QULITY SHaAlE :
DI RECTORS :

NO. OF BRANCHSS .
LOCATION .

Mgerian (1007)
Chief (Pr) 5.0, sabla,OPR, POIB,
( Chairman)?E.)

Prof. C. Aboyade, CON

Alh. Bawa Bwari

Chief J.A.0, Olopade

wevVe 1,0, Fagboyegun

Alh, ¥,T, Yasziri

1
Lagos (HO)



17.

18,

FOUNTALN TUs§ MERCHANT BAMC LImITED ~, ‘ N

E@ILY SHaRSS 31 Nigeriaen (100%) = % = |
DL s G LU RS ! Chisef Kola Daisi (Chairman)

. Kr. H B, Dablri (MD/CE) 'y

Mr. R.L. Dlttrich (TMD)  \

Chief J. Alan-George (OFR) \\

Mr. C,0.3. Oseni
Alh. 3.B. Musag
Chief {Mrs) A. Balogun

Alb, G. Msari Y
, Chief J,0. a0 | . (%
" MU, OF BRANOHES : 4 __ Y
LOCATION : Lagom (RO)e - '
" Iedy A M.EuRCHmu Bale LIml 1...1) o | C ’

19.

nQJIiI ::-H.:ui.E ! Mgerian (1007) PR
LI RECTO RS : Lt. Col. P. Ogbedor (th)(Chairman)
T Tr. M,0, Odara (MD/2E)
Mr. Pelix 0. Okoh
Chief R.M. akinola
Lt. Col. D. lNehikhare (Rtd)

R Chief E,1. Osunkunle

R : . Engr,. 5,0, Odaro

KO, OF BrANCHES ; 2 {swoluding Head Ofﬁoe)
LUCATION i Lagos. -

GROUY LasnCHANT BaNK LIMILTED,

- BQiTY SHadis i Mgerian (1007%)

DI KuPaonRo i A V.M, Moukthar Moahmned(th)(Chaiman)
: : Mr,., Oisdisun Odebode {(MD/08)
Mr. Dotun Turo-Emmanuel
Mr. Peter O, Arighbe
Chief Babatunde Fdu
Mr. Christopher I. Anyseglunam
Alh, Bashir Dalhatu
M OF BRanCHza 2
LOCATLON i Llagos.,



20,

21.

HILL CReST MoxCHANT BAMNK LIRIT=D

sQITY SHARE
Dl 100K

NO. UF BRANCHES :

LUCATIUN

Migerian (1007%)

Rev. Dr. E.A. Fapohunda (Chairman)
Mr. Selim Raghmen (MD/2R)

Alh., Sanml Adame

Dr. Patrick N, Nwangwu

Mr., Michael O, Shodunke

1

Lagos - HC,

ICON LIMITSD (MEXCHANT BANKZHRS).

SEQILITY SHAuwS

DL RECLURS

NO OF BuahCHuo
LOCATION

:

Mg. Industrial Nev, Bank 60¢
National Insurance Corp. Nig 0%
Staft/SPF 51
Institutional Inves tore 357
Ah. Sed du Kaseim (Chairman)

Mr. mmbrose Agula Pesse (MD/CR)
Mr, Bdon E,O., Odungide (Exec.)
Ah, Aiyu A, Alkali(MN) (Exec.)
Mr, mrbose A, Tasaei

Mr, 2,0, Osanyin

Alh, M.5. Umar

Mr, I.A. Aluko-Olokun

Pr. D.Y. Araf

Mr. Anyebe UJji

6

V/1eland-H0, Talabar, Kaduna,
Kano, Awuja, Penin,



22, INDO_MIGERL AN MSRCHANT BatK LIKI 25D,

EQITY SHaARES

DX RECTORS

NO,OF BRANCHES
LOCATION

Nig. Reinsurance Corp. 15%
17 Nig, Citizens & Com. 397
Staff trust 67

~ State Bank of India(Foreign)407

Chief A.0. Atudn (Thalruwan)
Mr, K,X., Khare (Indian) mn/cs
Alh., M, A. Capenter :
My, M.N, Goiporia (Indian)
Mre, N.E.J, Osadebe

1
Lagos - HO,

23, INIUSTRI AL BANK LIMIISD (AURCHaWD BAWKSRS)

EMTTY SHARE
DLRECTOHS

NO. OF BRANCHZ&S
LOCATLON

T
r

-
L]

L]

Mgerian (100%)

Prince(Dr,)S., 4dedoyin (Chairman)
Bhief E. Ayo awodeyi (Ag.MD/CE)
Mrs, Olusola Somoye {Exeo.)

Mre. Adeoye A. Abldogun

Alh, Labaran Kago C

Mr. Kayode Polorunso

1 | B _
V/ieland-HO, Kamos |

24, LINTERNATIONAL MEHCHANT BANK NIGENIA BLC

LQLTY SHARE
UL hsGl0ns

NO.OF BRANCH=S
LOCATION '

NMgertan {1007) .
Maj. Gen. M, Shuwa(Rtd)(Chairman)

Bashir Tukur {MM)
P.D. Rwang (Bxec.)
3. Shoroye (Exeo.)

J.0. Obajema
Madaki Illuyaea
Kare Yekwu (Mrs)
0.A. Obembe (}rs)

5

V/-[aland-HO, Kano, Kaduna, P/Harcourt,
Aha.



25.

26.

27«

28.

INVESTMeNT BANKING & JHUST CUML ANY LIKI I2D

LQPLITY SHaRs ! Nigerian (1007)

DIRSCTORS ! Mr, D. Dankaro (Chairman)
Mr. A.N,A. Peterside (MD/CR)
Mr. A. Olawale Fdun (Fxec)
Chief Olw Akinkugbe, MON
Ah, Ahmed Dasuk$

NO. OF BAANCHSES
LOCATION

1
Lasos,

IVURY MexCHaANT Bank LIMITSD

SQLTY SHaRS ¢ Mgerian (1007)

Ll KaCluis ¢ Prof, U,U, Uche (Chairman)
Mr. A. Chijioke Mbagwu (MD/2%)
Maj. Gen, D.M, Jemibewon (Rtd.)
r. (Mre.) Ndi Okereke-Onyiuke
AMr Vice Marshal A.D, Bello(Rtd)
Dr, %dwin U, Unwadiwi

2
V/Ielamd ~ HO, Aba.

NO. UF BRANCHES
LOCATION

KAFITAL MoRCHANT BaK LINI1oD,

SQITY SHaARs i Mgerian (100%)

U ReCl0He { Dr, Onwochie Odogwu (Chairman)
Mr. I.A. Olayanju (MD/CE)
Alh. M,A. "uehishi
Chief P.M, Mbanefo
lr- 3. A. l'uf.Ji
¥Mr. S.7. Emiowele

MN. UF BRANCHES : 4 (Head office)

LOCATION ! Lagoe,

LEAD ManCHANT BANK LIMITED,

EQITY SHARS ¢ Nigerian (1007)

1L 4010 85 ! Dr. Benjamin Adigun (Chairman)

Mr, O,A. Smith (MD)
Hadjia Rakiyat Y. Shinkafi
Mr. Olajuwon Adesina
Engr. Saleh Jambo

Mr., Akin A, Akinola

Mre, Victoria C. Okafor
Engr. B.0.A. Misher

NO. OF BHANCHES 1 4
LOCATION : V/tsland - HO



29.

31.

32

LIBeRTY MSRCHANT BANK LIMITsD,

sQITY SHaARS : Mgerian (100%)

DI RECTIORS : Alh. Aliko Dangote (Chakrman
Mr. Isaac Akin Patade (MD/
Alh, Sanni Gote
Mre. M. A, Adeleke
Alh. Sanni Abdu
Mr. Sam Iwuajoku
Alh., Bello Dango te

NO OF BRANCHES 3 3

LOCATLION : /Island - HO, Kano.

MANFACTURSS MERCHANT BANK LIMIIED

EQITY SHARE : Nigerian Private Inves tors(100%)
Au010 5 : Chief (Dr.) G.E. Ene (Chairman)

Pr. J.N. Abaelu {un/cn
Br, 1.6, Obd Exec.
Dr. O. Ogunniyi

Pre J.U. Alre

Pr.(Chief) A.E. llochbe
Maj. Gen. G.0. Ejiga (Rtd)
Alh, Lawal Garba

NO. OF BRANCHES :
LOCATION *  V/lsland - HO, Onitsha
MARLNA INTSNATIONAL BANK LIMITSD (MECHANT BANKSHS).
EQITY SHARE ¢ Migerian (1007)
DLRECTO B> !  Ah, Chief w.I, Polawiyo OFR,
( Chairman)

Mr. Richard A. Priestman(MD/CE)
Alh, T.I, Bello

Chief Richard Okafor

Mr. FP.C. Quinn

Alh, Ahmadu Haruna

N, OF BrRANCHES @

1
LOCAIION : V/leland - HO.
MURCHANT BANK OF AFRICA (MIGSRIA) LIMITSD.
EQITY sHaus : Fia, Govt. of Higeria 957
CBN 3.5%
- MBA Staff(Individual)1.5¢
DL REC.ORs : Mmbagsador J. Iyalla OFR
(Chairman)

Chief B.0. Anyanwu (MD/CE)
Chief i&ro.; A.M, Soetan
Chief (S.N,) Okeke
Alh. Bello Dange
_ Chief C.T, Onyekwalu
NU. UF BAANCHSS 5 (including HO)

LOCATION : Lagos, Onitsha, P/H, Abuja,Kano



33.

34.

35.

36,

MERCHANT BANK OF COMMERCE LIMITED

:;qu‘rx agm : NMgerian (100%1)
DI RECTORS : Alh. (Chief) J.A.A. Adeniyi, POA
(Chairman)

Mr. J.A. Adeniyi
Alh, Mal Sango
Chief P.0,.0. Ozieh
Chief 0.0, Balogun
Alh. D.H. Abdu

NO. OF BRANCHSS 2 (Including HO).

LOCATION i Tagos, Kano.

MSxOHANT BANGLING QURROAATION (MG, ) LLIWITsD

SQLTY SHARS ! Nigerian Citigens 77.5%
Foreign(Banque Paribas,Paris) 22,5¢

U ReClVuw ! Chief(Dr) M,A. Majekodunmi,

CFR, MG (Chairman)

Prof, T. Bello-Osasie, CON

Chief (Dr.) S. Dankaro, CON
Mmbassador M, A. Samusi, CON

Mr. P. Case (French)

Mr, E.I. Aleyidemo

Chief (Are.) D. Majekodunmi

Mr, J.M, Cezard (Prench)

Ms. Christine RPuchini (Prench AH)
Mr. Olatunde Ogunbiyi

N. OF BAANCHES 3 (Head Office Included)

LOCATION ! Tagos, Kano, PAM.

METROPOLL TAN MERCHANT BANK LIMITED

SQITY SHARE ! Mgerian (1007)

L RECTO ko : Chief 8.0, Bakare (Chairman)
¥Mr. E.G. Perrewa MD/OR)
Mr. M,0, Aluko Exec)

Irince C,A. Ariyo
Chief Osita Onye jianya
Chief 7.A. Oguntimehin

‘ Alh. A, Abdulkadir

LOCATIUN : V/Ieland - HO.

MIDA> MERUHANT BAMK LIMITED,

SQITY SHaRS : Rigorim(eltirm and Institutions
100

Mr. Sammy 0, Olagbaju (Chairman)
Chief Charles O, Adebiyi (V/Chairman)
Mr, David Richards(Britieh) MD/CE
Alh, Adewale Abimbola

Alh, M, Tata skira

Mr, Alex Ibra

Dr. UcJ' Iﬂu.h

. Dr. (Chief) S,P., Kuku
N, OF BHANCHES 4 1

LOCATION ! Lagos.



3T« N AL MERCHANT BANK FLQ

39.

‘wlTY SHadE t

DI k010 ks

-

No. of Branches :
Lof:.afuu \

National Ine, Corp of Mg (NICON)26.8%

New Nigeria Dev, Company 104 3%
John Holt Group 10.0%
NAL Staff and Other Nig.Citizen N,A.
RMgerian Tublic N. A.
Foreign:

AMEX 261
John Folt Group 10%
Alh, Yaya Atubakar (Chairman)

Mr. P.0. Kumolu MD/0B

Chief Sola Dada Exeoc.

Pr. J.N, EBzikpe Exec.

Alh, Umar Kazaure
Mr. J.I. Aalime
Chief C.I., Ezeh
Prof. M, A. Makinde
Alh. I.sa Nntl.ll.
Alh, M, Kari

Alh, Baba O, Tofa
Alh. A. Aliyu

5 (including HN)
Lagos, Ibadan, Kano, Owerri, Kaduna.

NATIONWI DE MEACHANT BANK LIMITSL

sQITY SHaARE $
L REQIORS :

NO, OF BRANCHES 1

Nigerian (100%)

Dy, (Alh.) S, A, Bello (Chairman)
Chief S.A. Ofikutu (MD/CE)

Mr. G.0. Ofodile

Lt. Col. T, Oyedele (Rtd)

High Chief Bola Adedipe

Alh, Hassan A, Mohammed

3 (including HO)
Lagos, Kano, Onitaha

NEW AFRlCA MERCHANT BANK LIMITZD

LOCATION $
BEQITY oHaRS :
DL RsCTORS H

NU.OF BoalCHsS s
LOCATION :

Private Individuals 441
New Mig. Tev. Coy Ltd (NNDC) 35%
Bank of the North (BON) 16%
Employees of New Kfrica 5%
Ah,(Dr.) U.A, Mutallabi, CON{Chairman)

Mallam Dajiru Muhammad (MD/CE)
Alh. U, Yahaya ixec.)
Alh, A.D., Rufai

Alhs A.D. Kagsim

Ahe M,B., Akall

Alh, Abaul Razaq (S AN)

Mr, John A. Akson

Alh, Mus tapha Xachalla

2
Kaduna-HO, V/Ieland.



LO. NEW WORLD MERCHANT BANK LIMITED

EQUITY SHARE s Nigerian (100%)

DIRECTORS 3 Chief T.A., Fagbola (Chairmen)
Mr, J.S. Shroff (GM/CE)
Alh. M.D, Yusuff
Mr, B,C. Asnani
Alh, A. Ahmed
Mr. P.U., Ofili

NO. OF BRANCHES H 1

LO™ ATION H Lagos - Head Office.
L1, NIGBEL MFERCHANT BANK NIGERIA LIMITED
EQUITY SHARE : Nigeriasn § - 60¥
Belgolaise S,A.(Belguim) LO¥
DIRECTORS : Chief N,0, Idowu (Chairman)

Mr. J. Marquebreucq (MD/CE)
Alh. B. Gubio
Mrs., Ajao
Mr. D, Budhrani (Indian)
Mr. M, Isralson (Belgian)
NO. OF BRANCHES : 2 (including H/0)
LOCATION 4 Lagos, FortHarcourt,

L2. NIGERIA MERCHANT BANK PLC

EQUITY SHARE : Fed, Ministry of Finance Incop,60%
United Bank for Africa Ltd LO%
DIRECTORS : Alh. MoIo Att. (Chﬂimln)
Mr, A, Adebo (MD/CE)

Chief E.S.0. Olisambu (V/Chmirman)
Alh, A, Abdullahi (Exec,)
Mrs, J.V. Nwokedi (Exec,)
Mr. G.C. Hoyami (French)

Mr. M, Sanda

NO. OF BRANCHES H L

LOCATION : Lagos, Kaduna, Onitsha, Jos,
FortHarcourt.

43, NIGERIAN - AMERICAN MERCHANT BANK LIMITED

EQUITY SHARE t Nigerian Citizens 60%
First lational Bank of Boston LOX

DIRECTCRS : Alh, Ibrahim M. Damcida(Chairman)

Mr.0saro Isokpan (MD/CE)

Mr. Rex Ibikunle Alakola

Mr. Victor Adeyeye Adegoroye

Mr. Robert Warﬂ
NO. OF BRANCHES 4 (including Head office)
LOCATION $ Lagos, Kano, Portharcourt,Kaduna.



.

iy, NIGERIAN INTERCONTIEKENTAL MERCHANT BANK LTD,
EQUITY SHARE + Nigerian {100%)
DIRECTORS ¢ Raymond C, Obieri (Chairman)
- Erastus B,0. Akingtola (MD/CE)
James P, utanding(British)(Deputy MD)
Chris A. Alabi o
Dr, Patrick I, Amenechi ;ﬂ

NO. OF BRANCHES : 5 (including Head Office)

LOCATION : :+ Lagos, Kano, Onitsha, Ikeja Abuja.
45. PACIFIC MERCHANT BANK LIMITED IR
EQUITY SHARE t Nigerian (100%) IR N

DIRFCTORS : - s Dr., Adedeji Adeleke (Chairman)
U .7 Mr. K.V, Adenirokun
Mrs, Anne B. Qjeogwu Y ’JX'
Mrs, Adebisi Ashiru =~ ° .\
Mrs, Esther N, Akparah ;| = .
Alh, Waziri Mohammed = '+, .

Loy

NO., OF BRANCHES : 2 N D

LOCATION .3 V/Island- H/O, Kano, ., . .;'
46, PEAK MERCHANT BANK LIMITED, -~ ' =37 o
EQUITY SHARE . 3 Nigerian (100%) et
. DIRECTORS ¢ Commissioner M.,A. Oluokun(Etd)
e o SO (Chairman)

"' Dr. Uma Oke Eleazu
" Chief Paul Sunday Achimugu
Deaconess Florence Qluokun

NO. OF BRANCHES : 1 L T A IV A T
LOCATION ¢ V/Island - HO, "o 0

47. PRIME MERCHANT BANK LIMITED. R |
EQUITY SHARE 1t Nigerian (100%) R
DIRECTORS . 3 Alh, A.,0,G. Otiti (Chairman)
... ... . " . Cnief A.A. Owoade (V/Chatiman)
.. Chlef T, Akinyele
" . Chief Hope Harriman
Maj. Gen. Hassan Ysman Katsina(Rtd.)
NO. OF BRANCHES | BRI £
LOCATION k Lagos,

L]
e




4B. PRUDENT MERCHANT BANK PLC,
EQUITY SHARES t Nigerian (100%)
DIRECTORS 3 Mr., S,0, Ogundipe (Chairman/CE)
Arc, G,Y. Aduku {Amana Ogohi 1)
Mr. ¥W,J. Anukpe
Prof. 0. Ekirueme
Maj. Cen. Z. Lekwot (Rtd)

1

.. NO. OF BRANCHES o
' Lagos,

f"LQCATION

al A%

U9 ZrMs MERCHANT BANK LIMITED
. EQUITY SHARES Nigerian (100%) '
" DIRECTORS Alh,. A, Ibrahim SAN,OFR(Chairman)
iE Mr. E,A, Ocholl (VC/CFD)

Mr., S.I, Ayininuola (MD)

Prof. J. Gana

Dr, I.M, Mangga

NO. OF BRANCHES '+ 3

LOCATION _ o Kaduna, Abuja, Lagos - HO.
S0, ROYAL MERCHANT BANK LIMITFED.

BOWWITY SHARES H Nigerian (100%)

DIRECTORS _ : Mr, FM,0, 0sifo (Chairmen)

- | R Mr. Henry E, Imasekha(MD/CE)
L S Mr. Felix U. Ezegmama |
L - : < Maj. Gen, A Rimi (Rtd) B
: Mr. Josiah Uzoezie
NO. OF BRANCHES 2 2
LOCATION : V/Island - HO, Onitsha

51. SOCIETE BANCAIRE NIGERIA LIMITED (MERCHANT BANKERS)

EQUITY SHARE § Nigerian 6O
. French LO%
DIRECTORS | o Lt. Gen. G.S, Jalo Rtd({Chairman)

Chief William Brooks (MD/CE)
Conmodore D.E., Ukiwe (th)
- Chief E.I. Aleyedemo
- Mr, B,A. Ehizuerilen
" Alh. Hassan Adamu '
Chief M. Lababidi (nmerican)
Mr, Janoudi (French)
Mr, R, De Beauvoir (French)
NO. OF BRANCHES 1
LOCATION :+ Lagos, ' e T

e



52. STANBIC MERCHANT BANK LIMITED.

EQUITY SHARES t Nigerian Citizens 60%

e SBIC African Holding
SR Ltd. (Foreign) L,.0% _
DIRECTORS = 3  Ala, Islyaku Rabin (Chairman)

Yoo . Mr., J.N, Leggett(British){MD/CRE)
T i _ Prince Babatunde A. Odedina{Exec.)
SC RS "~ Aln. Monamned Bello Aliyu

NO, OF BRANCHES 3 2 (in®luding HO)
LOCATION H Lago: , Kano.

53. TRIUMFH MERCHANT BANK LIMITED,

EQUITY SHARE : Nigerien (100%)
DIRECTORS . + Cnlef (Lr.) Joseph J. Ajatta
. : (Chalrman)

Mr. Goodle M, Ibru (¥.Cheirman)
Mr. Esan Qgunleye (MD/CE)
Chief Mobolajl Ajose-Adecgun
Mr, H.A, Agbebilyl
Mr. R.O., Adewus]

Chief Ike Nwokolo

NO. OF BRANCHES t 1

LOCATION -t Lagos - HO. 4
L
Sh. VICTORY MERCHANT BANK LIMITED.,
BQUITY SHARE - ~ : Nigerian (100%)
DIRECTORS t  Qtunba{Dlr.) M, 0, Jolayemi
{Chairman)

Mr. Alex O. Bamgbola (MD/CE)
Alh, Sule Iayaku - ¥
Dr, Joseph I. Folayan = H
Mr. B.A. Adeniran '
Mr. Alfred 0, Alugo

NO. OF BRANCHES 4 1

LOCATION ~ : V/Island - HO.



