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BankPHB Plc Is Stock Of The
Week

he bears maintained their grip in the market for the week
Tended Friday, September 28, 2007. However, D.N. Meyer,
Royalex, NCR, lkeja Hotels and Livestock Feed commanded some
high price appreciation moving against the low ebb that has
enveloped the market in recent times. D.N. Meyer led the pack of
gainers with an impressive 27.3% gain in price, opening the week
with N5.88K and closing the week with N7.49K. Royalex was next
with 19.8% coming from an opening price of N3.72K and a closing
price of N4.46K. NCR and lkeja Hotels had a tie as both gained
15.4% but with different opening and closing prices. NCR
commenced the week with a price of N3.30k and as at the close of
trading on Friday, its price was N3.81k. For lkeja Hotels, the
opening price on Monday was N4.86K while the closing price on
Friday was N5.61K. The percentage gain for Livestock Feeds was
15.2%, coming from an opening price of N2.50K and a closing
price of N2.88.

These price appreciations were however not met with improved
activities in terms of volumes and deals to qualify any of them as
stock of the week. Bank PHB outshined the above mentioned low
price equities in this wise to emerge as our stock of the week even
though it had only a 14.1% gain in price appreciation. The bank,
which opened and closed the week with N30.88K and N35.26K
respectively, pulled a massive volume of trade at 150,034,287
units in 970 deals. The closest the earlier mentioned higher price
percentage gainers could get to Bank PHB’s volume of trade and
number of deals were as follows: Livestock Feeds with a total of
10,252,673 units in 273 deals, Royalex with 8,056,664 units in 130
deals and D.N Meyer whose 1,497,844 units were traded in 84
deals. NCR and lkeja Hotels had very few of their stocks, 102,545
and 45,000 units exchanging hands in just 9 and 6 deals

respectively.

At the beginning of this year, Bank PHB stock was selling at
N3.03k, which implies a 1,064% appreciation since the opening of
trading this year. Activities on the stock have also been very active

since the share reconstruction the bank did early this year and
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which saw to the re-listing of its shares on the floor of the

exchange at N16.20k.

Bank PHB's audited report and accounts for the year ended June
30, 2007 showed a strong growth in the bank’s profitability, a
continuation on the stream of profitability which was posted by the
bank at its 2006 financial year-end. Gross earning grew by
174.32% from N12.97 billion in 2006 to N35.58 billion in 2007.
Pre-tax profit rose by 191.6% to N10.15 billion in contrast with
N3.48 billion, while Profit After Tax stood at N7.63 billion as

against N2.41 billion, an impressive percentage growth of 216.15.

The 2007 financial year result of the bank is a testament to the
fact that its management’s dynamism, improved service delivery,
new products creation and innovations have definitely impacted
positively on Bank PHB's performance. The management of the
bank is however not relenting as its poised to take on more giant
strides to see that the bank’s strategic intent of being amongst the

first five banks in the country is realized.

The bank will be holding its Annual General Meeting come October
17, 2007 and tops on the agenda are approval for a dividend of
70K and a bonus script of one ordinary share for every four held
before the closure of trading on October 9, 2007 as well as
approval from the bank’s board to raise an additional N100 billion
by way of public offer. If all the approvals are given, the bank’s

stock will definitely be the more attractive. l
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Quote of the Week

“ There are only two emotions in the

market — hope and fear. The problem

I is, you hope when you should fear,
I and you fear when you should hope.”

- Jesse Livermore
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Market Summary

he market ended on a bearish note last week as The All Share
Tlndex dropped by 717.32 basis points to close at 50,229.01
points on Friday, September 28, 2007 against 50,946.53 it opened
on Monday, September 24, 2007. The total market capitalization
also dropped by 1.41% from the previous week to close at N8.020

trillion.

Overall, a total of 3 billion shares worth N61.3 billion were traded
in 54,404 deals by investors for the week under review as
compared to 2.44 billon shares worth N39.91 billion in 54,164

deals the previous week.

Analysis of the performances of all sub-sectors that participated in
the trading last week revealed that the banking and insurance sub-
sectors were the most active, measured by volume traded, number

of deals executed and value.

In the Banking sector, the shares of Fidelity Bank, BankPHB,
First Bank and UBA propelled transaction as investors bought a
total of 1.65 billion ordinary shares valued at N48.75 billion.
Transaction in the shares of the four banks accounted for 876.41
million shares, representing 53.2 percent of the sub-sector's

turnover.

As in the previous week, the Insurance sector, boosted by activity
in the shares of Lasaco Assurance, Mutual Benefits, Staco
Insurance, International Energy Insurance and Equity
Assurance, followed on the week’s activity chart with a turnover

of 529.1 million ordinary shares valued at N2.53 billion.

Meanwhile, the price movement chart of the Nigerian Stock
Exchange (NSE) displayed a total of 61 stocks that appreciated in
their prices during the week, while the prices of 68 stocks
depreciated in their prices and 80 stocks closed the week

unchanged.l
Market Outlook

We expect the bearish run in the market to persist as a result
of the multiplicity of public offers currently going on in the
market and several public offers that are on the sideline waiting to

open any moment from now.

Besides, as the series of events continues in the market, in terms
of price fluctuations, we implore investors to seize the ongoing
opportunity to buy at relatively low prices and further advise that

investors conduct due diligence with respect to their stock
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preference as only stocks with good fundamentals and prospect for

growth can guarantee good returns.ll

Market News
Price Adjustment
The share price of FCMB PLC was adjusted on Monday,

September 24, 2007 for a final dividend of N0.35k. The ex-div
share is N17.45k.

Listing

dditional 6,250,000,000 Ordinary shares of IBTC Chartered
ABank Plc were listed on the floor of The Nigerian Stock
Exchange (NSE) on September 28, 2007 following the merger with
Stanbic Bank. Subsequently, the share price was lifted from

technical suspension.

Dividend Payment
he audited results of Bank PHB Plc for the period ended
TJune 30, 2007 was released last week with a proposed
dividend of NO.70k. The closure date and payment date is October
9, 2007 and October 24, 2007 respectively. l
Top 10 Gainers For The Week

oo [oosour] owend |
%

lcapPPA || 3326 || 3492 || 4.99

SYMBOL OPEN || cLOSE ||cHANGE
|loANDO Il 76 || 7898 || 392 |
INBC || 525 || 8.06 || 6202 |
[rup Il a7 || 4935 || 500 |
IBcc Il o2 || 46 || 455 |
lcap Il a3 || 45 || 465 |
[FIRST BANK || 3801 || 3991 || 500 |
juBN || 3901 || 4078 || 454 |
[PLATINUM /| 3359 || 3526 || 497 |
|
|

puLiusBERGER || 529 || 5455 || 312

Top 10 Losers For The Week

%
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lap I es6 || 8132 || 500 |
|GUINNESS || 1283 || 1245 || 296 |
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Ipz || 2255 || 2144 || 492 |
|aIRsERvVICE || 2208 || 2098 || 498 |
lcLAxO || 2081 || 1977 || 500 |
INB Il 447 || 4389 || 181 |
juacN Il 38 || 3873 || 184 |

|

[ETERNAOIL || 1684 || 1622 || 368




Primary Equities on Offer

Company No of Shares || Offer Opening Closing
Price Date Date

Dangote Minimum- N15.00 Sept 6 Oct 8

Flour 1000 units

Japaul Oil Minimum- N3.95 Sept 24 Oct 31
1000 units

Fidelity Bank Minimum- N8.00 Sept 27 Nov 9
1000 units

Corporate Action Expected For The Week

DPS Closure Payment
Company Result (N) Date Date

Nigerian 9 months,

Breweries Sep. 2007 0.55 2-Oct-07 || 10-Oct-07
Full year,

7 Up March 2007 1.30 2-0Oct-07 N/A

Company Results

BANKPHB Turnover |PBT TAX PAT

N'm N'm N'm N'm

30-June-07 [|12Mths|36,200.00 [10,300.00 |2,500.00 {7,700.00

30-June-06 [12Mths|13,300.00 [(3,500.00 |1,100.00 {2,400.00

% Change 172.18% [[194.29% |127.27% [220.83%
30-June-07 [6Mths |1,600.00 90.60 27.20 63.40
30-June-06 [6Mths |1,000.00 65.20 19.50 45.60
% Change 60% 39.0% 39.5% 39.0%
N'm N'm N'm N'm

30-June-07 [|6Mths |4,300.00 (485.10 150.30 334.70

30-June-06 [|6Mths |5,100.00 (851.80 255.50 596.20

% Change -15.7% -43.1% -41.2% -43.9%

Hot Stocks for the Week

STOCK ENTRY PRICE SALE PRICE
[iNTERCONTINENTAL || N25 Il w~4s00 |
[oN MEYER | N7.50 || N1s00 |
[INTENEGINS || BELOWN270 || N6.00 |
[FLOUR mILLS | N72.00 Il Noo.oo |
[THOMAS WYATT | SELL | |

NICON INVESTMENT DIGEST

Executive Summary And Investment Rationale

INTERCONTINENTAL BANK
Recommendation: Buy Entry price: Below N25 Target price: N45
Backaround

ntercontinental Bank PLC was established in February 1989 as a
I merchant bank under the name, Nigerian Intercontinental
Merchant Bank Limited. The bank started operations with paid up
ordinary share capital of N12 million. In 1989, the bank set up a
subsidiary, an investment company called Intercontinental
Securities Limited (INTERSEC). The bank acquired substantial
equity stake in Associated Discount House Limited (ADHL) in 1993.

It also acquired majority equity stake in Equity Bank and West
African Provincial Company (WAPIC) PLC in 1996. It was converted
to a Commercial Bank in 1999, and the name became
Intercontinental Bank Limited. It was later converted to a universal
bank in 2000. In 2002, it became a publicly quoted company listed
on the Nigerian Stock exchange with IPO of 283,995,000 ordinary
shares, which was fully subscribed. In October 2005, as part of the
industry-wide consolidation drive, Intercontinental Bank executed a
merger with three other banks: Equity Bank of Nigeria Plc, Global
Bank Plc and Gateway Bank Plc.

The bank has a growing retail business, supported with a
nationwide network of over 200 branches. In July this year, The
Banker, a subsidiary of Financial Times of London adjudged
Intercontinental as number 1 bank in Nigeria by capital, number 5
in Africa, number 355 in the world, world’s second fastest growing
bank, and the only Nigerian bank in world top 500. Its financial
year-end is 28" February. Mr. Erastus Akingbola is its Vice
Chairman/CEO.

Investment Basis

ince the merger, the bank's assets have increased in excess of
S90%. Intercontinental Bank also recently declared the highest
ever PBT of N22.6 billion by any quoted company in the history of
the Nigerian Stock Exchange. The bank surpassed all its
projections for its financial year ending February 2007. It's PBT tax
grew by 121%, PAT by 105% from N7.56 billion in 2006 to N15.48
billion in 2007. Gross revenue also increased by 113% while total
assets climbed by 101%. There is also an increase of 112.85% in

turnover, from N41.040 billion in 2006 to N87.355 billion in 2007.

Five-year analysis of their financials shows an average increase of
68.9% in PAT between 2003 and 2007. The bank’s first quarter
result of May 2007 shows an increase in turnover of 73% from
N16.6 billion to N28.7 billion, while PAT increased by 111%, from
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N2.2 billion in 2006 to N4.7 billion in 2007. The bank has
consistently posted one of the highest returns on investment in the
industry in the last 15 years. It has consistently paid dividends to
its shareholders with handsome bonus shares with shareholders

enjoying huge capital gain on the bank shares.

The share price, which started the year with N13.80Kk, is currently
trading at N25.00 representing an increase of 81.16%. Between
2004 and 2006 alone the shares recorded capital gains of over
165%. Its Earning Per Share (EPS) in 2007 is 138k against 110k of
last year. The Dividend Per Share (DPS) significantly increased by
20k from 45k last year to 65k this year. The bank is well
capitalized. Its shareholders’ fund is in excess of N170 billion, while

its total asset is over N600 billion.

Future Outlook

he bank’s relentless pursuit of excellence reflects in the
Tproducts’ quality in terms of innovation, customers'
convenience and meeting specific banking needs of individuals,
groups or markets. In order to support Intercontinental Bank's
expansion strategy in and outside Nigeria, Global Emerging
Markets Fund Il L.P.,, acquired a minority interest in
Intercontinental Bank Plc, as part of a consortium of international

investors.

Also, Intercontinental Bank Plc has successfully secured an
international syndicated term loan facility of $50.50 million (N6.6
billion). The facility would provide considerable business
opportunities and extension of the bank brand franchise beyond
the shores of Nigeria. This is in line with the bank's global vision of
being the number one bank in Nigeria, number five bank in Africa
and among the first 100 banks in the world. The future for the
bank is bright and an investment in its share is worthwhile. It is a
good buy for both short term and long term investment. The price
of N45/share is projected to occur within the next eight months
based on its sound fundamentals, the profitable nature of the
industry and the rush for banking shares, market sentiments,

amidst others. W

DN MEYER
Recommendation: Buy Entry price: Below N7.50 Target price: N15
Backaround

N Meyer was registered in Nigeria on May 20, 1960 and was
Dlisted on the Nigerian Stock Exchange on January 24, 1979.
The company belongs to the chemical and paint sector on the
Nigerian Stock Exchange. In 1994, Dunlop Nigeria PLC acquired

the foreign equity interest of the company and now controls 68%
NICON INVESTMENT DIGEST

of the issued share capital. This acquisition led to the change of
both the corporate and brand names to DN MEYER PLC and
MEYER PAINTS respectively and today Nigerians wholly own the
company. Some of its products include Meyerwood (wood finishes
range), Meyerguard (wood preservative) and Meyerflex (vehicle

refinishes).

The company has received various awards for its outstanding
performance. This includes the Prestigious President Award of the
Nigerian Stock Exchange for the 2002 financial year in the Paint
and Chemical sub-sector. The company'’s registrar is City Securities
Limited, while its financial year-end is 31" December. Mr.

Emmanuel Ajibola Olayinka is the Managing Director/CEO.

Investment Basis

he performance of the company based on its last year result
Thas been quite good, with turnover increasing by 54% from
N1.3 hillion in 2005 to N2 billion in 2006, while PAT increased by
129% from a loss of N208 million in 2005 to a profit of N60.7
million in 2006. The second quarter result for the year 2007 saw a
decrease in turnover by 4% from N1 billion in 2006 to N0.960
billion in 2007 but PAT increased by 1,147% from N1.94 million in
2006 to N24.2 million in 2007.

The five-year analysis of the performance of the company also saw
turnover growing by an average of 16%; PAT grew by an average
of only 5%, while total asset of the company grew by an average
of 9%. The company’'s shares which traded at N3.00 in January
2007 presently trades at N7.15 representing a growth of 138%,
with N9.55 as the highest price on the 27" July 2007 and N2.99 as
the lowest price ever for the year (recorded on January 5, 2007).
The company recently declared a bonus of one share for every five

shares held.

Future Outlook

s one of the management strategies aimed at improving the
Acompany’s prospect, the management has decided to build a
plant in Kano soon. This is aimed at meeting the demand of
consumers in the Northern part of the country. It was discovered
that sales from Kano area alone contributed about 35% of the
annual gross sales recorded by the company hence the need to
have a good grip of the market. Also in order to boost the sales
and quality of its product, DN Meyer is partnering with a United
States paint-manufacturing outfit, PTG, in the production of marine
paint. It is a good buy for both short term and long term
investment. The price of N15.00 is projected within the next eight

months.



INTERNATIONAL ENERGY INSURANCE COMPANY
Recommendation: Buy Entry price: Below N2.70 Target price: N6
Backaround

nternational Energy Insurance was incorporated in 1963 as
I Nigerian Exchange Insurance Limited. The name was changed
to Mutual Life and General Assurance Limited in 1997. The name
again changed to International Energy Insurance Company in June
2003, when a group of investors acquired 70% of Global Assurance
Company Limited. The company at that time was 34 years old and
was under the technical management of the National Insurance
Commission (NAICOM). It is a full service insurance company with
head office in Lagos and six branches across the federation.
International Energy Insurance Company is currently in partnership

with an international technical group, Heath Lambert Group.

The company'’s shares of 16 billion units were listed on the floor of
the exchange on July 13, 2007 at N1.41k per share with its ticker
symbol as INTENEGINS. It trades under the Insurance sub-sector
on the floor of the Nigerian Stock Exchange. INTENEGINS is
engaged in the business of providing all classes of insurance cover
for individual and enterprises. The company has strategically
positioned itself to be one of the big players in underwriting
insurance policies for the energy sector. Effective 30" November
2006, INTENEGINS acquired all the assets, liabilities, and
undertakings including real estate of defunct Rivbank Insurance
Company but the acquisition still left the name of the combined
business to bear INTENEGINS. The company’s financial year-end is

31° December. Mr. Jacob Erhabor is the Managing Director/CEQ.

Investment Basis

nternational Energy Insurance Company's result for the year
I ended December 2006 shows a growth in its turnover by 10%
from N1.1 billion in 2005 to N1.2 billion in 2006. Over the past five
years, the company has also posted a percentage growth in
turnover of 3,058% from N38.5 million in 2002 to N1.2 billion in
2006. Earnings Per Share dropped by 22 kobo from 31 kobo in
2005 to 9 kobo in 2006 as result of the decrease in the Profit After
Tax, which depicted a fall by 41% from N196.9 million in 2005 to
N139.2 million in 2006. The fall in the PAT was because of a
significant increase in the management expenses and interest

payable.

The company’s unaudited half-year result for the period ended
June 2007 was very impressive as turnover grew by 266% from
N273 million in 2005 to N1.02 billion in 2006. PAT also increased
by 1,255% from N30 million in 2005 to N415 million in 2006. Total
Asset and Shareholders Fund were N12.5 billion and N11.2 billion

NICON INVESTMENT DIGEST

respectively as at June 2007. The stock, which was listed in July
2007 at N1.41k, had an all time high of N3.55k in August 2007 and
is currently trading at N2.70k representing a growth of 91%.

Although, the company was not able to pay dividend in the last
financial year, and its earnings per share dropped significantly,
there is still strong prospect and confidence for investors by time

the anticipated third quarter and final year results will be out.

Future outlook

nternational Energy Insurance Company has refocused, re-
I capitalized and re-energized its human capital. The
management of the company has also retooled the company both
internally and externally for favorable competition in the industry.
Consequently, they got Heath Lambert Group as an international
technical partner to further develop the human capital to meet the
needs of the energy sector of economy. As part of its business
strategy to outshine their competitors, they introduced a distinct
computer electronic all risk insurance policy for banks, which unlike
in most insurance companies is lumped under fire and burglary

insurance cover.

The policy is a special coverage, which provides for losses resulting
from actual breaking, distortion, electrical burnout or failure of any
part of the computer installation. The company has a rich clientele
base with accounts from well-known local and international
companies like NNPC, NPA, NMA, Bonga Shongha Energy, and
Suffolk Petroleum. It is anticipated that the industry may witness
another round of re-capitalization just like what was witnessed in
the banking sector. The knowledge of this has increased and
awakened the company's aggressive approach to business
development and quest for improvement and innovation in an
industry known for competition. The company’s stock is good for
short, medium and long-term investors. In the next six months,

the stock is projected to be trading at N6.00. H

THOMAS WYATT
Recommendation: Sell Price: N3.48
Backaround

homas Wyatt Nigeria PLC formerly known as Thomas Wyatt
Tand Sons [West Africa] was incorporated on 18th, March 1948
as a private limited company and commenced business in 1949. It
became a public company on October 26, 1978. To meet the
growing demand of the company products, two subsidiaries were
incorporated namely: Thomas Wyatt and Son [Northern Nigeria]

Limited on February 14, 1961 with production factory in Kaduna



and APEX [Eastern Nigeria] Limited on September 13, 1962 in Port

Harcourt.

In April 2005, a core investor ‘MOOREHOUSE' took over the
running of the company. Presently, Nigerians hold 93.2% of the
company's shares while foreigners or non-resident shareholders
hold 6.8%. The company is into manufacturing and distribution of
stationery products. It is the pioneer manufacturer of school and
office stationery (large scale printers), which hitherto was done in
the United Kingdom and imported into the country. The initial
business was limited to the manufacturing of schools exercise
books but today the company's policy of steady expansion of the
product lines and manufacturing capacity has been given meaning
in its product range which peaked at over two hundred and fifty
stationery items marketed under the well known “APEX MILL”
trade mark. The products include exercise books, ruled papers,
duplicated books, spiral and quarter bound books, photocopying
and typing papers and full compliment of envelops. The company
also prints calendars, diaries, etc. The financial year-end is 31st

March. Mr. Emman Obinyan is the Managing Director/CEO.

Investment Basis

he company’'s share price appreciated 360% from NO.75k in
TJanuary 2007 to N3.45 in September 2007 with an all time
high of N3.87k on the 17" of September. The company’s result for
the year ended 31% March 2007 saw a significant increase in
turnover from N79.5 million to N121.8 million representing an
increase of 53%. While PAT decreased by 1750% from N1.8
million in 2006 to a loss of N29.7 million in 2007. A five-year
analysis of the company shows that turnover grew by an average
of 22%, while the company has consistently been making losses
except in 2006 when the company declared a PAT of N1.8 million,
and because of the poor performance, the company has not

declared any dividend or bonus in a very long while.

Future Outlook

he consistent losses, which the company has been making
Tover the years, are an indication that the company lacks
innovation and sound management. Though the industry into
which the company belongs has been having tough challenges, the
losses are not peculiar to all companies in the industry rather they
have to do with the way the company has been managed over
time. The management has not been able to put an effective
strategy and business model in place that will propel growth. The
fundamentals are very poor, the price appreciation in the last
couple of months notwithstanding. This is about the best time for

any owner of the stock to sell off as we suspect that the price
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appreciation are as a result of speculation and not due to improved

business fundamentals. Il

FLOUR MILLS NIGERIA
Recommendation: Buy Entry price: N72 Target price: N90
Backaround

lour Mills Nigeria (FMN) was incorporated on September 29,
F1960 as a limited liability company. It became a public liability
company in 1978 and was listed on the Nigerian Stock Exchange
(NSE) on August 14, 1979. The company's activities span flour
milling, pasta manufacturing, port operations, cement trade and
manufacturing, fertilizer blending, manufacturing of bags and other
packaging materials and agricultural business. FMN is one of the
largest and most successful industrial conglomerates in Nigeria
having a broad ownership structure of approximately 67,000
shareholders. It has a rich portfolio of high quality and diverse
range of products. The company has eight subsidiaries and has
interest in some other companies, some of which are Maiduguri
Flour Mills Limited, United Cement Company of Nigeria Limited
(UNICEM) and Kaboji Farms Limited. Financial year-end is 31%
March. Sir (Chief) E.A. Ukpabi is the Managing Director/CEO.

Investment Basis

ull year results for the period ended March 31, 2007 saw gross
Fturnover growing by 22%, from N86.5 billion in 2006 to
N105.6 billion in 2007. Profit Before Tax increased by 54% from
N6.3 billion in 2006 to N9.7 billion in 2007. On the other hand,
after tax profit moved up by 57%, from N4.7 billion in 2006 to
N7.4 billion in 2007. The implication of this is that the management
of Flour Mills made better use of its assets within the period under
review. Earnings Per Share and Price Earning Ratio were N4.81k

and N16.1k respectively.

Based on this good performance, the management hiked the
dividend payout by 41% to N1.397 billion against N990 million it
paid the previous year. That is a dividend of N0.90kobo per
ordinary share of 50kobo being the highest dividend it has ever
declared. Similarly the company recently released its first quarter
results for the period ended 30" June 2007. Gross earnings
increased by 19.69% from N19.4 billion in 2006 to N23.2 billion in
2007. PBT decreased by 0.68% from N1.47 billion in 2006 to N1.46
billion in 2007, likewise after tax profit decreased by 0.96% during

the comparative period.

The decrease in PBT and PAT are as a result of increase in
operational expenses linked to the purchase of a new plant and

mill acquisition this year. These are expected to drive performance
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and ultimately improve the company’'s bottom line in the months

ahead.

Future Outlook

lour Mills impressive financials is due to its modernisation,
Fstrategic investments and acquisitions in recent times. The
demand for consumer food products is primarily driven by
population growth, changes in purchasing power and consumer
trends. The 2006 census exercise estimated Nigeria's population at
140 million with a projected growth rate of 3% per annum thus
providing a momentum for growth in the flour milling industry. A
change in the purchasing power also impacts on the quantity and
quality of food consumed and GDP is anticipated to continue to
grow. Consumer trends recently have shown that people consume
more of fast foods to compliment for their busy lifestyle. The
overall impact of all these factors is of a thriving growth for FMN
and all the companies in its sector. Based on the fundamentals and
considering its span of operation, long term as well medium
investors can comfortably take position in the stock. The share

price is expected to rally high to N90 in the next seven months. Bl

PENCOM Receives N41 Billion From

Federal Government

Dr. Shamsudden Usman
Finance Minister
he Federal Government has remitted a total sum of N41 billion
Tinto the retirement benefits accounts of workers as at August
31, 2007. Dr. Farouk Aminu, a top official of the National Pension
Commission (PenCom) disclosed this while presenting a paper
titled “Pension Reform Act 2004 and Retirement Benefits Under the
Pension Scheme” during a one-day seminar organized by the

Association of Senior Civil Servants of Nigeria (ASCSN) in Lagos.

The New Pension Reform Act 2004 was enacted June 25, 2007 and
took effect from July 1, 2007. The Act brought about a
contributory Pension Scheme for employees in the public and
private sectors. Before the advent of the scheme the pensions
being paid to the employers was called, ‘Defined Benefits’. At

retirement employees collected benefits based on their years of

NICON INVESTMENT DIGEST

service and age which then were, 35 years of service and 60 years
of age. Since the new act, it became a ‘Defined Contribution’
whereby employer contributes 7.5% or more whilst employee
contributes 7.5% of basic salary into the scheme. In the new
scheme, employees are allowed to choose their Pension Fund
Administrators, PFA, where the total contribution is paid in
monthly, whilst these contributions are paid into a Pension Fund
Custodian, PFC, by the Administrator. The National Pension
Commission, PENCOM, was set up shortly after the Act in 2004 to
regulate, license, supervise and ensure the effective administration
of pension matters in Nigeria. They are to issue guidelines for the

investment of pension funds. M

Money Market Highlights

x  The market experienced tight liquidity as result of the
CBN’s mop up exercise of last week, where the sum of
N82 billion worth of bills were sold by the apex bank
directly to the market dealers for terms ranging from 69—
134 days. At the end of the week, 7-day NIBOR closed
Friday's trading session at 6.79% from 6.87% at the end
of the previous week, while 30-day and 90-day NIBOR
closed at 12.6% from 12.49% and 13.00% from 13.62%

respectively over the same period.

X At the secondary segment of the government securities
market, the apex bank sold bills worth N12 billion
directly to the money market dealers at tenors ranging
from 79 — 134 days.

x At the foreign exchange auctions held during the week
the CBN offered $80 million at the Auction held on
24/09/07 and $50 million at the Auction held on
26/09/07. Due to the liquidity squeeze of the
participants, none of these offers were taken up. In an
effort to cushion the liquidity problem looming in the
market, the CBN then bought $450 million from the inter

— bank market.

x In the foreign exchange market, the Naira gained 35
kobo to close the week at N124.40 to US$1 from the
rate of N124.75 to US$1 of the preceding week.

x In the parallel segment of the market, the Naira
appreciated by 30 kobo to close at N128.00/US$1 from
N128.30/US$1 at the end of the previous week.



Similarly, in the inter bank market, the value of the Naira
also appreciated by 62 kobo to close the week at
N125.37/US$1 from N125.99/US$1 in the preceding

week. H

Money Market Review

LENDING RATES DEPOSIT RATES

Bank " Rate Bank " Rate

zenith || 19% zenith || 10%

Diamond " 13%

Ecobank " 18%

|
|
Diamond " 18% |
|
|

Fidelity || 18% Fidelity |l 12%

[ |
[ |
[ |
| Ecobank || 12.5% |
[ |
| |

Spring " 17% | Spring " 12%

Source: Banking Halls of Banks Indicated

PARALLEL MARKET

| " " As @ 09/21/07 |
CURRENCY Selling Buying
£ 262.00 261.00

| LAGOS " $ " 128.20 " 127.70 |

£ 261.50 260.00

| IKEJA " $ " 128.00 " 127.00 |

£ 262.50 261.00

|AIRPORT " $ " 128.50 " 127.50 |

Source: ‘This Day’ Newspaper

| crossrates @ @ossaron | |
[Name of currency || BUvING || cENTRAL || sELLING |
|us Dollar | 1234  1239|| 124.4]
IPound Sterling || 249.959|| 250.8918|| 251.9846|
[Euro Il 174.8048l| 175.6034|| 176.3121]
|swiss France Il 105.425|| 105.8522|| 106.2794]
lsapanese Yen Il 1oesall 10726ll  1.077
Source: CBN
Amount Sold at DAS |$47,936,500m
IAmount Sold at BDC |$12m
ITotal Forex Sale |$59,936,500m
No. of Banks "18
Source: CBN
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%
KEY ECONOMIC INDICATORS

Inflation Rate (July) 4.80

Inflation Rate (12 Mths Ave) July 6.00

Foreign Reserves (USb) July 42.90
GDP Growth Rate (2006) 5.63
MPR 8.00

Source: National Bureau of Statistics

Corporate News

SEC Released New Guidelines On Over-subscription of Public
Offerings

he Security Exchange Commission, SEC, has released new
Tguidelines on the subscribed portion of public offerings and
rights issues. Mr. Lanre Oloyi, Head, Media Relations of SEC said
“henceforth, only 25 percent of over subscribed portion of any
offer could be absorbed by issues” the excess must be returned to
the investors. However, he reiterated that it is not automatic
because the company will have to come with supplementary offer,
which has to be approved by the Commission. This is in line with
existing rules in Section 64 subsection 2 of SEC rules and
regulations made, pursuance to the investment and securities Act
(ISA), which SEC has the mandate to implement. This rule was
played down during the banking consolidation exercise, but had to
be revised to ensure compliance with it by all the issuing
companies. He stated further that “a situation whereby excess
monies are absorbed without the need for it will no longer be
tolerated.” It is expected that companies come to the market to
raise the actual fund that is required. The enforcement according
to the commission is with immediate effect. This could affect all
on-going public offers and the ones that have just been concluded

but yet to be cleared by the Commission.ll

Fidelity Bank Offer Opens

idelity Bank has joined the queue of companies exploring the
Fcapital market for funds by way of public offering. The bank
has set out to raise about N50 billion by offering to the public a
total of 5,501,100,421 Ordinary Shares of 50k each at N8.00 per
share, as well as Rights Issue of 498,899,579 Ordinary Shares of
50k at N8.00 per share on the basis of One Ordinary Share for
every 33 Ordinary Shares held in the bank as at August 20, 2007.
The offer opened on Thursday, September 27 and closes on Friday
November 9, 2007. The offer is being sold at a discount as the

share was sold at N11.99 before the technical suspension. At an
8



offer price of N8.00/share, Fidelity's share is the least any bank

stock has been sold for in recent times. l

Dangote Flour Mill Offer Extended

iting soaring demands in the midst of scarce application forms,
Cthe management of Dangote Flour Mills has decided to extend
the closing date of the offer from September 27 to October 8,
2007. The President of the Dangote Group, Alhaji Aliko Dangote is
divesting of 25% of his holdings in Dangote Flour Company in an
offer for sale, which commenced on September 6, 2007. A total of
1.25 billion ordinary shares of 50 kobo each at N15 per share are
being sold of which preferential allotment has been reduced to
20%. It is expected that about N18.75 billion would be realized

from the sale. ®

National Identity Management Commission Underway

he Federal Government has concluded plans to establish a
TNationaI Identity Management Commission. The National
Identity Management Commission would be responsible for the
maintenance of the national database, the registration of
individuals, issuance of general-purpose identity cards amongst

other things.

The policy interests of a National Identity Management Programme
range from protecting citizen's freedom, privacy and other
prerogatives on one end of the scale to ensuring law, order,
national security, and institutional efficiencies on the other end.
The new scheme passed by lawmakers pointed out that the
absence of a secure and reliable identification process has created
room for miscreants to circumvent the system and perpetrate

nefarious acts with grievous effects on the economy.

The National ID Management Committee will produce and
distribute general multi-purpose card (GMPC) chip-based smart
card to citizens and also create and maintain the National Identity
Database to serve as the central and authoritative source of
identity data. All stakeholders’ agencies such as Voters’
Registration Data (INEC), Health Care Data (NHIS), Immigration
Data, Drivers License Data (FRSC), Financial Transactions (Banks,
Credit Bureau) are to be integrated in this database. Other
government departments and law enforcement agencies across the
country will also be allowed to connect and interrogate the identity

database to support identity management within the country. Bl

Agusto Rates Access Bank “A”
Access Bank PLC has been rated A (-) by Agusto & Co.,

Nigeria’s foremost rating agency in its latest ratings just
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released. What this rating means is that Access Bank is seen as a
financial institution with good financial condition and strong
capacity to meet its obligations as and when they fall due. In terms
of asset quality, liquidity and earnings, Access Bank displays a
good risk profile, a liquid balance sheet and strong earnings
growth. The report further revealed impressive growth during the
full year result as at March 31, 2007 and also its 1% quarter result
as at June 30, 2007. It is worthy to note that Access Bank today

has elevated itself to rank amongst Nigeria’s top 10 banks. l

New US$5 Bill Out Next Year

ollowing the recently redesigned $10, $20 and $50 bills, the
FUS government has redesigned a new $5 bill, which will be in
circulation in early 2008. The new $5 bill will help fight against a
method of counterfeiting that bleaches or remove the ink from a
$5 bill and print over it to create fake $100 bill. In order to protect
US currency users from counterfeit, the new $5 bill is designed to
eliminate as many similarities as possible between it and the $100

denominations.

The treasurer of the United States, Anna Escobedo Cabral, in
describing the new $5 bill said, “There are now two watermarks on
the redesigned $5 bill. A large number “5” watermark is located to
the right of the portrait replacing the previous watermark portrait
of President Lincoln found on the older designed $5 hill. A second
watermark-a column of smaller “5” has been added to the new $5
bill design and is positioned to the left of the portrait”. Also, that
the embedded security thread runs vertically and is now located to
the right of the portrait on the redesigned $5 bill. The letter “USA”
followed by the number “5” in an alternating pattern are visible
along the thread from both sides of the bill. The thread glows blue

when held in an ultraviolet light.

The new $5 bill incorporates states of the art security features that
are easy to use by cash handlers and consumers. The unveiling of
the new $5 bill has officially launched the next phase of the public
education programme by USA government which will lead to a
smooth transition for the new currency by informing people world-

wide about the new design and its security features. ll

National Assembly Approves N87.3 Billion Supplementary Budget
he National Assembly on Wednesday September 26, 2007
Tpassed a supplementary Appropriation Bill and an Amendment
to the 2007 Appropriation Act. The bill expressed that a total of
N87,352,284,795.00 would be spent on both capital and recurrent
expenditures. The sum of N75,812,284,795.00 is apportioned to

recurrent (non-debt) expenditure while N11.540 billion is meant for
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capital expenditure. The sum of N1,797,556,827.00 is approved for
Legislative Aids as severance allowance i.e. the total of (300% of
basic salary) and N23.8 billion for Federal Road Maintenance
Agency (FERMA). Navy got approval for N0.635 billion for the
maintenance of ships and to carry out surveillance while Public

Service Reform got N20 billion, amongst others.

Investment Article

The Rise and Rise of Bank PHB

By: Uche Nwariwe

Mr Francis Atuche
MD/CEO BankPHB

ank PHB with Francis Atuche at the helm of its management
Bteam is working assiduously to be among the top five banks in
the country through the continual improvement of its operations
and profitability. The bank, which is a product of the pre-
consolidation merger between former Platinum and Habib Banks, is
not resting on its oars. A cursory look at the recently end of year
audited result of the bank for the period ended June 30™ 2007
shows significant growth across major performance indicators
which is also in line with the bank’s strategic resolve and objective

to be one of the top five banks in Nigeria by 2010.

In a bid to realize the above objective, the bank on consolidation
mapped out some winning business strategies with the flagship
being the roll out of several retail banking products like the
Nigerian in Diaspora Account designed to meet the local financial
needs of every Nigerian in the Diaspora. The bank also initiated a
local consumer finance product, THE GOOD LIFE product designed
to help Nigerians acquire both investment and consumer products

as well as make payments at their convenience.

Apart from these consumer friendly products, the bank also
undertook some other bold steps to ensure that its growth trend in
earnings and profitability continues. Notably, the bank has entered
into some strategic partnerships and alliances that will enable it
exploit the emerging opportunities both the Nigerian and global
economies are presenting. The bank is currently in a partnership
with Fortis Investments, which has resulted in the establishment of

an asset management firm by bank. The bank is also into an
NICON INVESTMENT DIGEST

agency relationship with MoneyGram, one of the reliable and

cheap mediums for money transfer into the country.

The winning strategies, improved service delivery, product creation
and dynamism of the management team of the bank appears to be
yielding fruits as the bank posted impressive growth in key areas
as profitability, liquidity and capital. The bank’s growth rate, which
first emerged in its 2006 financial year result when the bank’s
recapitalisation and restructuring began to yield results, has been
said by analysts to be three times faster than the average growth
rate of the Nigerian banking industry. The bank’s audited report
and accounts for the year ended June 30, 2007 showed a strong
growth in the bank's profitability as gross earning grew by
174.32% from N12.97 billion in 2006 to N35.58 billion in 2007.
Core banking income made up of interest income formed the
greater bulk of the gross earning with 52% while the remaining
percentage of the bank's gross earning was made up by non-
interest based income. Pre-tax profit rose by 191.6% to N10.15
billion in contrast with N3.48 billion of previous year while PAT
stood at N7.63 billion as against N2.41 billion, an impressive

percentage growth of 216.15.

The above revelation on the proportion of non-interest based
income to Bank PHB's gross earning connotes that a lot more
needs to be done by the bank in terms of avenues for generating
income. The Bank needs to diversify into other non-core banking
operations to broaden their income generating capacity. Relying
majorly on core banking operations for earning in the face of the
stifling competition in the banking sector would not see the bank

through to the first five position it is eyeing.

However, the banks unparalleled growth in profitability has also
resulted in a higher earning per share, which as at year-end June
30, 2007 stood at 119 kobo marking a steep percentage growth of
644% from the 16 kobo recorded in 2006. Riding on the improved
performance, the board of the bank is proposing a cash dividend of

70 kobo per share, 977% higher than the 65 kobo paid in 2006.

Further analysis of the result also reveals an appreciable
improvement in the capital adequacy of the bank. The bank’s total
assets and contingents increased by 155% from N188 billion in
2006 to N480 billion in 2007. With its current asset and contingent
base, Bank PHB occupies the eight position amongst the 25 banks
in the country asset wise. Shareholders fund grew by 27% from
N28.49 billion to N36.12 billion in 2007. Shareholders fund
amounted to 9.53% of the total assets in 2007 as against 18.26%

in 2006. The decline in the ratio of shareholders fund to total
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assets is a welcome development as shareholders fund improves
only the bank’s operational infrastructure and working capital but
cannot be used for lending which constitutes the core businesses
through which the banks generate returns for their investors. The
bulk of the bank’s total assets are made up of cash and short-term
funds at 50% the import of which being that the bank is
adequately funded and highly liquid. The consequence of the latter
is seen in the improved lending powers of the bank, which resulted
in 170% growth in total loans and advances to N100.15 billion in
2007 as against N37.14 billion in 2006.

Still talking about liquidity, the proportion of cash and short-term
funds to total liabilities declined from 58.2% in 2006 to 55%. This
suggests that the bank must have redirected their liquid cash into
other interest yielding areas like lending and placements. No
wonder loans and advances to total assets ratio was up by 26.4%
in 2007 as against 24% in 2006 and placements with other banks
grew from N19.59 billion in 2006 to N39.29 billion in 2007.
However, this could be a strategic move by the bank to ensure
profitability while not sacrificing its obligation to meeting

customer’s cash demand.

However the ratio of Loans and Advances to Total Deposit ratio
declined by 33% in 2007, as against 34% in 2006. This decline in
the ratio of loans and advances to total deposit against the
backdrop of the bank’s improved deposit base from N109.86 billion
in 2006 to N307.88 bhillion in 2007 suggests that the bank is not
giving out to the deficit units in a manner commensurate with what
it is receiving from the surplus units, which is the very essence of
retail banking. There is need for the bank not to drop on this ratio

especially as its deposit base is growing.

Measuring profitability of the bank in terms of Returns on Equity
(ROE) gives an impressive value of 21.14%, a tremendous
increment from the 8.5% of last year. The growth here was of
course plummeted by the triple digit growth in the bank’s
profitability over last year but the challenge inherent which is also
worrisome is how the bank will further boost it's earnings to be
commensurate to its shareholders fund. In the notice of Annual
General Meeting of the Bank recently published in the dailies, the
bank has as one of the items in its agenda for the meeting the
seeking of approval from its members for an additional capital
raising to the tune of N100 billion. If the approval being sought is
granted and the bank eventually comes to the primary market with
the offer, there is no doubt that the offer would be well subscribed
to especially with the acceptance the bank’s brand is presently

enjoying from the public. This public acceptance was heightened
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by the first ever Nigerian TV Business Reality show, THE INTERN,
which was the brainchild of Bank PHB. The import of a good outing
in the primary market for the bank would be a hike in the bank’s
shareholders fund to be over N130 billion. The onus on the bank
would be to ensure adequate generation of earnings to meet up
with an average expected return on investment for shareholders.
Doing this would not rather be easy for the bank with the ongoing

stiff competition for deposit mobilization in the sector.

The bank’s stock has also been waxing strong on the floor of the
Nigerian Stock Exchange, beating the general bearish trend that
has enveloped the secondary market for sometime now. The stock,
which opened the year at N3.03K, lost grip of the bears currently
on rampage in the market hitting a year high of N33.50k on
Tuesday, September 25" 2007. The rally in the stock price
translates to a whooping 1005.6% yield. The stock actually went
upbeat following the share reconstruction the bank did early this
year that saw to the relisting of the stock at N16.20K. The
performance of the stock in the capital market is indeed a further
confirmation of the bank’s strategic intent to create superior value
for its stakeholders. The recently released impressive result, the
improved EPS at 119k and the proposed dividend of 70K per share
are still expected to impact favorably on stock. In other words, the
uprising in the price of the stock is yet to end but there is need for
the bank to ensure more growth in its earning per share to further

justify the anticipated uprising in the bank’s share price.

Attempting a peer analysis between Bank PHB and Access Bank as
both banks have about the same total assets base at N378.94
billion and N328.61 billion respectively revealed that Access Bank
grew her gross earning over 2006/2007 financial year by 108.7%
from N13.36 billion to N27.88 billion. As earlier stated, Bank PHB
grew hers by 174.32% from N12.67 billion, which is even less than
the earnings of Access Bank in 2006 to N35.58 billion higher than
what Access Bank posted in the current year. Like Bank PHB,
interest income constitutes the bulk of Access bank’s gross earning
at about 60% while the other non-interest banking income
constitutes the remaining percentage. There is also need for
Access Bank to diversify its income base by branching off more
into non-interest income yielding operations. On PAT, Access Bank
however took an intimidating leap by growing its PAT by 725% to
N6.08 billion in contrast to the NO.737 billion it posted in 2006.
Bank PHB with PAT at N7.63 billion as against N2.41 billion in
2006,which is 79.7% of Access Bank profitability, can boast of a
better profit margin. Riding on its improved profitability in the year,
Access was able to grow its EPS to 87k from 7k in 2006. This
however is still lower than the current 119k EPS of Bank PHB. In
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the just concluded offer prospectus of Access Bank where a unit of
the bank’s stock was sold for N14.90K and at a discount of 27%
from its present price of N18.92 on the floor, a projection for EPS
at 112k was made come end of the bank’s financial year in March
2008.

Talking more on the performance of Access Bank in the capital
market, the bank stock like that of Bank PHB has also posted very
impressive returns causing investors to go home with bountiful
harvests over time. As at January this year, the stock traded at
N7.00 and at present, it is immobilized at N18.92K following the
suspension placed on it to enable the bank float its public offer,
which by the way, has been concluded. The stock has however
reached an all year high of N19.32K. This stupendous performance
of about 176% price appreciation of the stock on the floor of the
Nigerian Stock Exchange in about six months fuelled the rumoured

over-subscription, which the public offering enjoyed.

Access Bank like Bank PHB also embarked on share reconstruction
and this consequently saw to the marginal reduction of the
shareholder’s fund from N28.89 billion in 2006 to N28.38 billion in
2007. The shareholder’s fund when compared to total assets of the
bank is about the same ratio as was figured out with Bank PHB at
9%. Cash and short-term funds, loans and advances make up the
bulk of the bank’s total assets. The import being that the bank is
also very liquid and accessible for reduced interest funding, a
welcome development as liquidity, which ensures the long-term
sustainability of a bank, is a very sensitive issue on the balance
sheet of a bank while lending is the core of retail banking. The
ratio of cash and short-term fund to total assets was up from
26.5% in 2006 to 47.3% signifying improving liquidity for Access
Bank. Bank PHB appears more liquid though at 50%.

The improved liquidity of Access Bank was further evidenced by
the appreciable growth in total loans and advances by 86.25%
from N54.1 billion in 2006 to N100.75 billion. The lending power of
the bank, just as was the case with Bank PHB, was obviously
increased by its improved liquidity status. The ratio of loans and
advances to total deposits for Access unlike Bank PHB was up from
46% in 2006 to 51%. Access did more justice with its accumulated
deposit base by ensuring that more persons from the deficit units
of the economy benefited in manners commensurate with what the
surplus units released to the bank unlike what was noted earlier on
in Bank PHB case. Both banks by CBN standards are very liquid as
both have ratios above the minimum benchmark of 40% set by the
apex bank on the proportion of liquid asset to total deposit. The
ratio for Bank PHB is 61.4% while for Access Bank it is 75%.
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Measuring the Return on Asset, an index of profitability that gives
an idea of how efficient management is at using its assets to
generate earnings, Access Bank posted a ratio of 1.9% while for
Bank PHB the ratio was 2.02%. Though the ratios for both banks
are well below the industry average of 2.73%, they were

improvements from the 0.42% and 1.55% respectively of last year.

On Return on equity (ROE), which is another index for measuring
profitability in terms of return on investments to shareholders fund,
Access Bank posted a ratio of 21.4% and Bank PHB's ratio is at
21.13%. Both ratios are above the industry average of 19.9%.
With the just concluded public offer of Access, its ROE is expected
to change either in the downward trend or upward trend
depending on how able the bank would be at generating earning
that would be commensurate to its soon-to-be increased

shareholders fund.

On a final note, both banks like any other bank are exposed to
very high level of competition both within and outside the country
as many local banks are struggling for more market shares locally
and internationally. A number of foreign banks are equally
strategizing towards establishing a foreign subsidiary in the country
since the Nigerian economy is opened to every class of investors
and this also poses a greater risk. In the same vein, since interest
income constitutes the bulk of these banks gross earnings, both
are exposed to interest rate volatility as regulatory authorities put
more pressures on interest rate reduction. Diversification of
income base is very essential for both banks, if not more for Bank
PHB as it journeys down the thorny road leading to the top five
banks in Nigeria. Still in line with meeting its strategic intent, Bank
PHB needs to equally improve of its presence in the southern part
of the country. This would give the bank the wider reach

essentially required for the actualization of its objective.ll

Uche Nwariwe is an Investment Officer with NICON Investment

Limited.
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Investment Education Column

This week, Mr. Bright Obiazi examines the different costs associated with
trading in securities and the trading arrangements and conditions that

normally exist in the market. Happy reading.

Issuing and Transaction Costs

There are two types of costs associated with trading in securities.
These are issuing costs of new securities and transaction cost of
trading existing securities in the secondary market.

Issuing cost also known as floatation cost is the total cost incurred
in introducing and selling new securities in the primary market. It

is made up of two elements as follows:

Spread: This is the compensation to the issuing house for
professional services in the form of issuing house fees, selling
commission and underwriting commission. It is the difference
between the total amount raised from the sales of securities and
the gross amount due to the issuing firm. It is the fees and
commission deducted from the total process of selling securities,

by the issuing house.

Direct Expenses: These consist of other expenses such as SEC
fee for filing the application; quotation or listing fee to the stock
exchange; issuing house and stockbrokers fee to the stock
exchange; legal fees auditing and accounting fees; registrars fees;
trustees fees; brokerage charge; advertisement expenses; printing
expenses for prospectuses, certificates and other documents,
mailing and miscellaneous expenses etc. Direct expenses constitute
the difference between the gross amount due to the issuing firm
and the net amount it receives. Obviously, the net amount
received by the issuing house is the total proceeds of the sales of

securities, less spread and direct expenses.

Issuing cost when expressed as a percentage of the total amount
raised, is higher for ordinary shares than preference shares and
debentures. Also the cost of preference shares is higher than that
of debentures. This is because debentures are sold in large blocks
to a small of institutional investors. However, ordinary share are
sold to millions of shareholders. Thus, the marketing cost and risk

of ordinary shares is higher.
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Another features of floatation cost is that the cost as a percentage
of amounts raised is higher for small issues than for large issues.
The relative costs tend to be higher when small amounts are raised
than when large amounts are raised. Thus, there is an inverse
relationship between issuing cost and amount raised. This is due
to economies of scale. Also, the bulk of issuing cost is fixed. These
include issuing house fees, legal and accounting fees, payments to
regulatory bodies etc. They tend to be relatively high for small

amount raised.

There is also an inverse relationship between issuing cost and the
size of the issuing firms as well as the quality of the securities.
Large issues are made by large and well-known firms, while small
and less known firms make small issues. Marketing the issues of
small less known firms is more difficult and costlier. Studies
conducted by Cohan (1961) Mendelson (1967) and Johnson,

Marton and Finlay (1975) confirm these situations.

Issuing cost has been estimated to range from 23.7% for small
issues to 3.5% for large issues. High floatation cost represents
capital market imperfection. It discourages firms from using the

market to raise funds.

Transaction or transfer cost consists of brokerage commission,
contract stamps and SEC fee. Brokerage Commission charged by
stockbrokers is fixed by the stock exchange. The scale varies from
government securities to securities of private firms. Stockbrokers
are statutorily required to attach revenue stamps on contract notes
of transactions in the market. The costs of contract stamps are
based on the rate for stamp duties. SEC fees are paid on the value

of all transactions in the securities market.

Trading Arrangements And Conditions
Important trading arrangements and conditions in the securities

market are defined as follows:

Market Order: An order given to a stockbroker by a client to buy
or sell a given quantity of securities at the best price prevailing in

the market.

Margin Account: This is an account for brokerage services that
enables an investor to purchase securities with loan from his
stockbroker. A margin loan is a credit facility extended by
stockbrokers to their clients to purchase securities. Such activities

are usually regulated by Securities Market Regulators.
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Short Sale: This is the sale of securities, which the seller does not
possess. This is with the hope of buying back the securities at a
later date when prices-drop, thus profiting from the sale. It is

essentially a speculative practice.

Limited Order: This is an order given to a stockbroker by a client
to buy or sell a given quantity of securities at a specified price. The

client may also state the period for which the order would be valid.

Odd Lot: Transactions in equities that are less than the
established trading units of a stock exchange. Trading in units

which are less than 100 are considered odd lots in Nigeria.

Block Trading: This is trading in large quantities of securities.
The size of transactions regarded as “block” is usually determined
by stock exchange and varies from one exchange to another.
Block holding is large holdings of shares of a firm by an investor,

usually by an institutional investor, another firm.

Round Lot: A standard trading unit in a stock exchange, e.g. 100
shares, which indicate the minimum units of particular securities an

investor could buy or sell.

Rating: The assessment of the investment quality of bonds by
ascribing grades such as AAA, AAB, BBB, CCC etc. Ratings change
with variations in the financial conditions of the issuing firms and
the securities. Rating agencies are institutions that professionally

evaluate the investment qualities of debt securities, as a business.

Insider Trading: The buying and selling of the securities of a firm
to earn speculative profit based on privileged price —sensitive
information. Insiders are principal officers and directors of a
company, their auditors and reporting accountants as well as
lawyers and shareholders with substantial holding of out standing
shares. Price—sensitive information are information about a firm
that could influence the price of its securities in the stock
exchange. Such information is required by SEC to be disclosed to
the public immediately while insiders are prohibited from taking
undue advantage of price-sensitive information to trade in the

stock market.

Bear Market: A general decline in prices of securities in a stock
market. A bear is one who expects a general depreciation in the
value of securities or particular securities traded on any exchange

or over-the-counter market.
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Bull Market: A stock market experiencing a general rise in prices

of securities in the stock market is called a bullish market.

Jobber: This is a dealing member of the stock exchange in Britain
engaged in the wholesale buying and selling of securities. They do
not deal with investing public but only with stockbrokers. Thus,
stockbrokers receive instruction from the public and deal with

jobbers.

Specialists: A dealing member of a stock exchange in America
who is assigned to a particular securities for which he has to
maintain order and stability in their trading. He does this by
standing to buy and sell the securities for his account when there
is temporary imbalance in demand and supply. The specialist,
unlike the floor broker does not deal with the public. But in
addition to buying for his account, he assists floor brokers execute

limit orders.H

Mr. Bright Obiazi is a Business Development Manager with Nicon

Investment Limited.

Investment Jokes

% An investment counselor decided to go out on her
own. She was shrewd and diligent, so business kept
coming in, and pretty soon she realized that she needed
an in-house counsel. The investment banker began to
interview young lawyers. "As I'm sure you can
understand,” she started off with one of the first
applicants, "in a business like this, our personal integrity
must be beyond question." She leaned forward "Mr.
Peter, are you an honest lawyer?". "Honest?" replied the
job prospect. "Let me tell you something about honesty”.
Why, I'm so honest that my father lent me $200,000 for
my education, and | paid back every dollar the minute |
tried my very first case." "Impressive. And what sort of
case was that?" asked the investment counselor. The
lawyer squirmed in his seat and admitted, "He sued me

for the money."

% Murphy applied for an engineering position at an Irish
firm based in Dublin. An American applied for the same
job and both applicants having the same qualifications
were asked to take a test by the Department Manager.
Upon completion of the test both men only missed one
of the questions. The Manager went to Murphy and said:
Manager: "Thank you for your interest, but we've
decided to give the American the job"

Murphy: "And why would you be doing that? We both
14



got nine questions correct. This being Ireland and me
being Irish I should get the job!"

Manager: "We have made our decisions not on the
correct answers, but on the question you missed."
Murphy: "And just how would one incorrect answer be
better than the other?"

Manager: "Simple, the American put down on question

5, "l don't know.” You put down "Neither do I."

% Two neighbors were talking about work, when one
asked, "Sir, why did the foreman fire you?" Replied the
second, "Well, you know how a foreman is always
standing around and watching others do the work. My
foreman got jealous. People started thinking | was the

foreman."

% A motorist, driving by a Texas ranch, hit and killed a
calf that was crossing the road. The driver went to the
owner of the calf and explained what had happened. He
then asked what the animal was worth. "Oh, about
$3,000 today," said the rancher. "But in six years it
would have been worth $90,000. So $90,000 is what I'm
taking." The motorist sat down and wrote out a check
and handed it to the farmer. "Here," he said, "is the

cheque for $90,000. It's postdated six years from now."

%o A wealthy investor walked into a bank and said to the
bank manager, "I would like to speak with Mr. Reginald
Jones, who | understand is a tried and trusted employee
of yours." The banker said, "Yes he certainly was
trusted. And he will be tried as soon as we catch him."H

Source: www.ahajokes.com
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