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The group’s diversified business and deep market knowledge 
aided our performance in 2014.

This section provides:

An overview of the operating environment
A general description of how the group generates its 
revenue and the risks it faces doing so
An overview of key features of 2014  financial results
An analysis of the group’s financial performance
An analysis of the results of the banking activities
An overview of the financial performance of wealth 
business and investment banking
Commentary on the capital and liquidity position of the 
group
Four year financial summary

Overview of operating environment

Global operating environment

Global economic growth increased throughout the course of 
2014 at a similar pace to 2013 of around 3.3% but this overall 
masked marked growth divergence among major economies. 
The recovery in the US was stronger than expected, while 
economic performance in other developed economies 
remained weak, specifically in Europe and Japan. Oil prices in 
declined by about 55% in the second half of 2014 due to a 
combination of unexpected demand weakness in some major 
economies and the increase in supply into the oil market 
from non-traditional sources. Global interest rates remained 
at multi-year lows and the European Central Bank has now 
committed itself to quantitative easing in 2015 and 2016 in an 
effort to boost demand in the Eurozone.

In emerging markets and developing economies growth eased 
further, slowing to 4.4% in 2014, from 4.7% in 2013 driven by 
the poor economic performances in Russia and China. China’s 
economy declined by 7.4% from 7.7%, while Russia slowed 
down by 0.2% from 1.3%. Brazil’s growth was written down 
a full percentage point to 0.3% in 2014. This disappointing 
growth reflected weak external demand, domestic policy 
tightening, political uncertainties and supply-side constraints.

The major drivers of the declining economic performance 
include soft commodity prices, persistently low interest rates 
but increasingly divergent monetary policies across major 
economies and weak world trade. The sharp decline in oil 
prices since mid-2014 help offset some of the headwinds to 
growth in oil-importing developing economies. However, it 
dampened growth prospects for oil-exporting countries, with 
significant repercussions.

Domestic operating environment

Nigeria’s real economy grew reasonably in 2014, with real 
GDP growth reaching 5.9% YoY from 5.5% YoY in 2013. The 
rebasing exercise widened the scope of activities included in 
the GDP computation (46 from 33 previously), and resulted 
in a meaningful increase of the share of services (51.9% [at 
current prices] vs. 29.0%) as of 2014. The non-oil sector 
continued to drive the growth in the economy as a result of 
better performance in the agricultural sector; especially crop 
production, finance and insurance activities, real estate, hotels 
and restaurants and building and construction. The oil sector 
continued to be a drag on the economy, especially as production 
levels remained subdued and prices continue to decline. The 
GDP growth was muted by the negative influences of the Boko 
Haram insurgency in the North Eastern part of Nigeria and the 
impact of the Ebola epidemic on consumer confidence.

The headline inflation remained at single digit throughout 
2014 to close the year at 8.0% YoY. The average headline 
inflation for 2014 was 8.1% improving from an average of 
8.5% recorded in 2013. The stable inflation rate is attributable 
to the increased food supply and the moderate prices of 
commodities during the year. The policies and regulations 
of the central bank to manage the supply of money in the 
financial system also ensured that inflation stayed within the 
single digit territory.

The nation’s external reserves remained on a steady decline to 
close at USD34.4 billion in 2014 from USD43.6 billion in 2013. 
The external reserves was at its lowest point in the last 16 
months and can barely cover 5 months of imports. The major 
cause of the depletion in the external reserves is the central 
bank’s resolve to ensure exchange rate stability to defend 
the currency and lower crude oil sales attributable to lower 
production and declining prices of crude oil.

The exchange rate came under immense pressure in 2014 
following a series of events that occurred. The events ranged 
from the unexpected suspension of the central bank governor 
in Q1 2014 to the decline in crude oil prices as well as capital 
flight from the economy. The decline in crude oil forced the 
CBN to officially devalue the exchange rate at the Retail 
Dutch Auction System (RDAS) window from N155/USD1 
to N168/USD1 and also widened the band around the new 
reference rate to +/- 5% from +/- 3%. The average interbank 
exchange rate spiked during the year as the demand for 
exchange increased and the CBN in a bid to reduce pressure 
on the official exchange rate restricted the qualification for 
accessing dollars at the RDAS window, this led to about 60% 
of weekly dollar demand to be sourced from the interbank 
market. The average interbank exchange rate closed the year  
at N186/USD1.

Financial review 
Arthur Oginga Group, CFO

The Monetary Policy Committee (MPC) of the central bank 
maintained the tight stance on monetary policy throughout 
2014. The MPC increased cash reserve requirement on public 
and private sector deposits to 75% and 20% respectively 
from 50% and 12% in 2013. The monetary policy rate was 
also increased to 13% from 12%, while liquidity ratio was 
maintained at 30%. 

The CBN implemented the Basel II/III capital framework in 
the last quarter of 2014, following a 9 month parallel run of 
the Basel I capital requirement which ended on 30 September 
2014. The implementation of Basel II/III exerted pressure on 
bank’s capital as the value of risk weighted assets grew due to 
the inclusion of market and operational risks. Towards the 2nd 
half of 2014, many banks focused on shoring up their capital 
through the raising of Tier 1 or Tier 2 capital.

The Nigerian stock market closed 2014 on a bearish note. The 
NSE All Share Index (ASI) declined by 16% to close at 34,657.2 
(2013: 41,329.2). The market was negatively impacted by the 
uncertainties in the Nigerian political and economic climates 
due to the 2015 elections. The market capitalisation of all 
listed securities, (equities and bonds), declined 12% to close 
at N16.8 trillion (2013: N19.1 trillion), while equity market 
capitalisation of 190 listed shares, closed the year at N11.5 
trillion, depreciating by 13% from N13.2 trillion recorded in 
2013.

How the group generates its revenue and key risks 
that it faces in doing so 

The group generates its revenue from these main sources:

net interest income;
fee and commission revenue; and
trading revenue.

Net interest income represents the difference between 
interest received on loans to customers (individuals and 
corporates) and other banks as well as funds otherwise invested 
in government securities, and the interest paid to depositors 
and other providers of finance. Loans to individual customers 
include mortgage loans, instalment sale and finance leases 
on vehicles and other assets, as well as credit card facilities. 
Corporate loans include corporate lending facilities, structured 
finance, project finance and trade finance.

Interest rates charged are determined by considering the 
factors that influence the risk that the customer will not repay 
the money advanced. Deterioration in this risk, otherwise 
known as credit risk, is reflected in credit impairment charges 
in the income statement.

The group requires funding for its lending and investment 
activities. Funding is obtained in the form of deposits placed 
by customers on which interest is payable. The interest rates 
on deposits are dependent on the term and size of the deposits 
and macroeconomic variables. Interest rates on assets (loans) 
and liabilities (deposits) do not necessarily reprice at the same 
time and assets and liabilities consist of both fixed rate and 
floating rate instruments, resulting in interest rate risk to 
the group.

In addition to supporting tier I capital adequacy, the group 
uses its shareholders’ funds to finance both equity-related 
investments and a small portion of the loan book. No interest is 
paid on shareholders’ funds. The benefit of this ‘free funding’ 
is a significant contributor to the “endowment effect” and 
reduces during times of declining or persistently low interest 
rates.

Deposits placed on demand (current accounts) can be 
withdrawn at any stage and banks therefore manage the 
liquidity risk that could materialise if a significant portion 
of total deposits is withdrawn without cash being available to 
settle these withdrawals, or if deposits being redeemed cannot 
be replaced with new deposits.

The group is required to hold minimum reserve balances with 
the central bank and minimum amounts of liquid assets. Banks 
are typically able to access liquidity from the central bank. 
This is normally priced at a central bank repurchase rate which 
is an important central bank-determined pricing trigger for 
managing monetary policy.

Non-interest revenue consists of fee and commission 
revenue and trading revenue, as well as a combination of 
diverse other non-interest revenue sources.

Fee and commission revenue is generated through 
transactional banking activities of corporates, small and 
medium businesses and individual customers. These fees 
and commissions are earned on banking transactions through 
various channels, which include branches, ATMs, telephone 
banking, point-of-sale devices and internet-based transactions 
such as online business banking, internet banking and trading 
products. The group also earns knowledge-based fees from 
corporate advisory and loan structuring activities as well 
as financial planning and equity broking services. Fees and 
commissions are  also  derived from assets and funds under 
management as well as assets under custody and other 
investment outlets. 

Trading revenue is generated from trading activities on 
products such as foreign exchange, commodity, credit, 
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interest rate and equity products. These trading activities are 
predominantly related to client flows and are managed within 
the group’s risk tolerance levels. Through these activities the 
group is exposed to market risk as market prices on these 
asset classes may increase or decrease due to external factors. 
This risk can be reduced through offsetting trades with 
counterparties and other clients. The group generates revenue 
through the margins earned on accepting trading positions 
with clients and managing the net market risk trading exposure 
within its trading operations. To earn trading revenue, the 
group takes on and manages market risk, counterparty 
credit risk included in credit risk and operational risk arising 
from large and complex trading operations.

Other revenue sources include gains on property and dividend 
income from private equity and strategic investment activities.

Returns to shareholders

The group’s shareholders are the primary providers of capital. 
They carry the ultimate business risk should the group’s 
operations not be sufficiently profitable or through the erosion 
of value as a result of a decline in the group’s share price. 
Shareholders are rewarded for accepting this risk through 
biannual distributions from the earnings of the group and 
the possibility of growth in share price. Share price growth 
is dependent on the group’s ability to grow shareholders’ 
equity on an annual basis at a rate that exceeds the rate that 
shareholders would expect for an investment with the risk 
profile of the group and expected future growth in returns.

Change % 2014 2013

Total income Nmillion 23 104,602 85,232

Profit after tax Nmillion 55 32,065 20,773

Net asset value per share kobo 17 1,101 943

Return on  average equity % 28.7 21.0

Return on average assets % 3.8 2.9

Non- interest revenue to total income % 55.4 56.6

Credit loss ratio % 0.8 0.9

Total capital adequacy ratio (B2) % 19.1 19.9

Cost-to-income ratio % 58.6 68.0

Earnings per share kobo      293      186

Key features of 2014 results

The results
The group delivered a pleasing result in 2014, despite the testing operating environment. Gross earnings increased by 17% to 
N130.6 billion from N111.2 billion recorded in 2013. The group’s profit after tax also improved to N32.1 billion from N20.8 billion 
in 2013 thus, representing a 54% growth.  

The group sustained the return on average equity, which was in excess of 20% in 2013 was sustained in 2014.

Financial review (continued)

Key factors that influenced the 2014 financial results and 
ratios were:

Continued pressure on margin
Further tightening of the monetary policy by the central 
banks in 2014 exerted more pressure on the bank’s margin. 
The Monetary Policy Rate was increased by 100 basis 
points to 13%, while the cash reserve requirement (CRR) 
for public sector and private sector deposits was increased 
from 50% to 75% and 12% to 20% respectively. Loan 
growth was constrained by the high lending rates, while 
funding continued to be influenced by the upward rate 
pressure. Despite the headwinds, our margin benefitted 
from growing loan book and improvement in deposit mix as 
considerable low cost deposits were gathered in the first 
half of 2014.

Strong growth in lending
Gross loans and advances grew by 36%, benefitting from 
growing customer relationships in the corporate and retail 
businesses. Income from lending activities accounted for 
63% of the group’s interest income. The key sectors of 
the economy which benefitted from the growing loan 
book were manufacturing, oil and gas, communication 
and agriculture. Corporate loan book witnessed increasing 
customer preference for foreign currency loans with the 
resultant reduction in margin. 

Growth in transaction volumes
Significant growth in transactional banking volumes and 
activities were recorded in 2014 driven by the growing 
number of customers and improvement in operating 
platform and services. Increased transaction volumes 
were also recorded in our non-banking business in wealth, 
investment banking and stockbroking, with positive impact 
on the group’s revenues.

Well positioned trading book
Trading revenue benefitted from increased customer 
transaction volumes and correct reading of market 
movements in interest rates and the foreign exchange. The 
foreign exchange market witnessed volatility in the first 
and fourth quarters of 2014 due to the sudden change in 
the central bank’s leadership in the first quarter and the 
devaluation of naira in the fourth quarter. 

Increase in non-performing loans and credit 
impairment charges
The high interest rate environment exert strains on 
customer‘s cash flows and ability to repay loans as and 
when due. This resulted into increased non-performing 
loans and credit impairment charges. Non-performing loans 
increased by 33% or N4.5 billion, while credit impairment 

charges grew by 21% or N0.6 billion. However, impairment 
charges benefitted from enhanced rehabilitation and 
recovery capability as well as releases of specific credit 
impairments held against a number of exposures in the 
business banking and corporate market.

Analysis of the Group’s financial performance 

Balance sheet analysis

The group’s total assets grew by 24% to close at N944.5 billion 
at the end of 2014.  The growth is driven chiefly by loans and 
advances and liquid assets. The balance sheet is funded mainly 
from deposits from customers, which represented 52% of total 
assets.

Loans and advances

Loans and advances represent the largest asset class on the 
group’s balance sheet. This asset class provides the group with 
its largest source of revenue in the form of interest income and 
creates cross-selling opportunities in the form of transactional 
fees and other related revenues. Growth in loans and advances 
within the risk levels accepted by the group is therefore 
essential to increasing revenue.

Strong growth in loans and advances to customers was 
recorded in 2014. The loan book grew by 36% to N413.4 
billion on the back of 46% growth in corporate loans and 25% 
growth in retail loans. 

Gross loans and advances 
CAGR( 2010-2014): 22%
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Personal 
and 

Business 
Banking
Nmillion

Corporate 
and 

Investment 
Banking
Nmillion

Total 
Nmillion

Overdrafts  21,086  27,783  48,869 

Term loans  113,889  212,149  326,038 

Instalment sale 
and finance leases

 
23,261  7,117  30,377 

Mortgage lending  8,156  -    8,156 

Total loans 
and advances 166,391 247,049 413,440 

Breakdown of loans and advances by business unit

Deposit and current accounts 

Total deposits from customers grew by 19% to stand at 
N494.9 billion at the end of 2014. Deposit book benefited 
from growing customer base, introduction of specialized 
liability products and the enlarged network. Stable and low 
cost deposit funding sources (current and savings deposits) 
accounted for 49% of total deposits in 2014. 

Deposits
CAGR (2010-2014): 28%

Personal and Business Banking (PBB) recorded a 7% growth in 
deposits as a result of decline in public sector deposits driven 
by the increase in cash reserve requirement on public sector 
funds, while Corporate and Investment Banking (CIB) achieved 
a 30% growth in deposits on the back of enhanced customer 
relationships.
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Deposits by business unit

Income statement analysis

The group’s total income crossed the N100 billion mark to 
N104.6 billion in 2014. Total income grew by 23% on the back 
of a 26% growth in net interest income and a 20% increase 
in non-interest revenue. Profit before tax was buoyed by a 
moderate 6% growth in operating expenses.

Net interest income

Net interest income represents the profit margin between the 
interest rate earned on lending products and investments, 
and the interest rate paid on deposits and other funding. 
Benchmark lending rates, such as the prime lending and 
monetary policy rates are key factors that cause variation in 
the net interest income. Within this variation, a key dynamic 
is the impact of interest rates on transactional balances and 
shareholders’ equity, termed the endowment impact.

The group’s net interest income increased by 26% and is 
supported by continued growth in lending activities, increased 
income from investment securities and moderate growth in 
interest expense. Interest expense benefitted from improved 
deposit mix in the first half of the year as the stable and low 
cost deposits grew significantly during the period.

Change
%

2014
Nmillion

2013
Nmillion

Personal and Business 
Banking 7 211,437 197,898

     Current deposits 5 103,515 98,550

     Savings deposits 12 21,451 19,097

     Call deposits (56) 3,874 8,863

     Term deposits 16 82,597 71,388

Corporate and 
Investment Banking 30 283,498 218,454

     Current deposits 16 115,749 99,770

     Call deposits (12) 38,804 44,064

     Term deposits 73 128,945 74,620

Total deposits and 
current accounts 19 494,935 416,352

Financial review (continued)

Change
%

2014
Nmillion

2013
Nmillion

Interest income on investment securities 18 22,685 19,199

Interest income loans and advances to banks 25 3,931 3,152

Interest income loans and advances to customers 13 45,540 40,234

     Overdrafts 62 8,716 5,387

     Term loans 8 30,388 28,011

     Home loans (18) 1,495 1,832

     Instalment sales and finance leases (1) 4,941 5,004

Interest income 15 72,156 62,585

Interest expense (0) 25,498 25,572

     Savings 23 458 373

     Current accounts >100 3,062 694

     Call deposits 1 2,765 2,741

     Time deposits (19) 15,905 19,599

     Inter-bank deposits 39 1,535 1,105

     Borrowed funds 67 1,773 1,060

Net interest income 26 46,658 37,013

Corporate & Investment Banking’s net interest income 
increased by 37% driven by increased lending activities  
and investment in government securities, while Personal 
& Business Banking’s net interest income grew by 18%, 
benefitting primarily from lower funding cost. Wealth’s net 
interest income grew by 4% to N2.0 billion. 

Net interest income by business unit 

Non-interest revenue

Non-interest revenue comprises mainly fee and commission 
revenue and trading revenue. Growth in fee and commission 
revenue is dependent on transactional banking volumes, which 

are a function of economic activity and of the competitive 
environment for banking services. In addition, regulatory 
directives and inflationary increases in the cost base are 
considered in determining increases in fee and commission 
tariffs. 

In 2014, the group’s non-interest revenue increased by 20% 
to N57.9 billion, supported by the significant growth in fee 
and commission revenue and trading revenue. Net fee and 
commission revenue grew by 19%, while trading revenue was 
up 18%. The growth in net fee and commission revenue is 
driven by increased transaction volumes within the banking 
business, steady growth in assets under management within 
the wealth business, moderate growth in assets under custody 
and closure of good advisory deals in the investment banking 
business. 

Growth in trading revenue is largely dependent on trading 
volumes and how volatility affects trading spreads. The 
increase in the group’s trading revenue during the year is 
substantially a function of client trading volumes. The group 
also took advantage of opportunities arising from the volatility 
in the foreign exchange market. 

Breakdown of net interest income

Change
%

2014
Nmillion

2013
Nmillion

Corporate and  
Investment Banking 18

 
21,783  18,443 

Personal and  
Business Banking 37  22,854 

 
16,622 

Wealth 4  2,021  1,948 

Net interest income 26  46,658  37,013 
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Change
%

2014
Nmillion

2013
Nmillion

Net fee and commission revenue 19 39,267 32,900

     Account transaction fees (14) 3,038 3,543

     Card based commission 37 2,000 1,460

     Brokerage and financial advisory fees 41 7,111 5,028

     Asset management fees 22 20,334 16,613

     Custody transaction fees (12) 2,213 2,508

     Electronic banking >100 499 241

     Foreign currency service fees 36 1,763 1,299

     Documentation and administration fees (18) 827 1,005

     Others 23 1,993 1,625

     Fee and Commission expenses 21 (511) (422)

Trading revenue 18 17,540 14,895

     Foreign exchange 45 9,603 6,644

     Credit (71) 385 1,329

     Interest rates 10 7,568 6,911

     Equity >(100) (16) 11

Other revenue >100 1,137 424

     Dividend income 45 142 98

     Other non-bank revenue >100 995 326

Total non-interest revenue 20 57,944 48,219

Breakdown of non-interest revenue

Corporate & Investment Banking’s non-interest revenue grew by 16%, and accounted for 50% of total non-interest revenue, 
while Personal and Business banking’s non-interest revenue increased by 29% and accounted for 15% of total non-interest 
revenue. Wealth’s non-interest revenue was up 22% and represented 35% of the group’s total non-interest revenue.

Non-interest revenue by business unit

Change
%

2014
Nmillion

2013
Nmillion

Corporate and Investment Banking 16 28,538 24,599

Personal and Business Banking 29 8,938 6,909 

Wealth 22 20,468 16,712 

Non-interest revenue 20 57,944 48,219 

Financial review (continued)

Change
%

2014
Nmillion

2013
Nmillion

Specific credit impairment charges 66 4,100 2,474

Provision for performing loans >(100) (285) 745

Total impairment charges 19 3,815 3,219

Recoveries 8 (598) (552)

Credit impairment charges 21 3,217 2,667

Operating expenses

Inflation is one of the key external indicators that places pressure on growth in operating expenses over an extended period. 
Numerous internal factors affect the growth in operating expenses, such as growth in staff numbers, salary increases, investment 
in infrastructure and business volumes. 

The group’s expenses grew by 6% to N61.3 billion, below the average inflation rate of 8.1% in 2014. The slight growth is 
attributable to cost savings initiatives implemented across the group during the year. Staff costs grew by 8%, while other 
operating cost grew by 4%.

Cost-to-income ratio improved from 68.0% in 2013 to 58.6% as revenue continues to grow faster than cost.

Credit impairment charges

Credit impairment charges increased by 21% to N3.2 billion, resulting from stress on customer ability to repay loans due to 
the high interest rate environment. Corporate & Investment Banking’s credit impairment charges increased by 66% mainly as 
a result of 2 newly classified loans in power and infrastructure, while that of Personal and Business Banking increased by 14% 
during the year.

Credit impairment charges by business unit

Credit loss ratio, which is the credit impairment charge expressed as a percentage of the loan balance and indicates the loss to 
the group resulting from the inability of customers to repay loans, decreased marginally to 0.8% from 0.9% in 2013. This means 
that for every naira owed by customers, the group on average incurred a loss of 0.8 kobo.

Movement in credit impairment charges

Change
%

2014
Nmillion

2013
Nmillion

Corporate and Investment Banking 66 538 323

Personal and Business Banking 14 2,679 2,344

Credit impairment charges 21 3,217 2,667
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Change
%

2014
Nmillion

2013
Nmillion

Staff costs 8 25,779 23,851

 

Other operating expenses: 4 35,536 34,097

     Communication 10 827 755

     Depreciation (14) 3,500 4,053

     Information technology 34 4,704 3,517

     Marketing and advertising  6 2,808 2,658

     Premises and maintenance 10 3,762 3,428

     Security (12) 1,026 1,169

     Administration and membership fees 54 1,021 661

     Training expenses (27) 498 680

     Stationery and printing (8) 709 774

     AMCON Fund, NDIC deposit and other insurance 12 6,224 5,543

     Travel and transportation 8 1,494 1,382

     Professional fees 36 6,083 4,467

     Others (43) 2,880 5,010

 

Total operating expenses 6 61,315 57,948

Revenue growth vs cost growth
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CIB’s operating expenses increased by 16%, with cost-to-income ratio improved to 47.0% from 50.6% in 2013. The major driver of 
CIB’s cost growth is other operating costs, which is attributable primarily to information technology and communication expenses 
for business efficiency as well as the NDIC and AMCON insurance expenses.  PBB however, recorded a decrease of 2% in operating 
costs, with cost-to-income ratio improving from 121.1% in 2013 to 97.7% in 2014. Increases in marketing and brand cost, premises 
maintenance cost and communication cost were muted by the cost savings initiatives embarked by the business unit in 2014.  

Financial review (continued)

Cost-to-income ratio improved from 68.0% in 2013 to 58.6% as revenue continue to grow faster than cost growth.

Wealth’s operating expenses increased by 12% driven by staff costs. The business unit converted temporary staff to full time 
permanent staff with the resultant increase in staff cost. The conversion is in line with regulatory directive. Despite the increase 
in staff cost, the business unit recorded an improvement in cost-to income ratio to 31.8% from 34.3% in 2013.

Operating expenses by business unit

Analysis of the banking business financial performance  

The banking business is structured along two business units namely; Corporate and Transactional Banking (CTB) and Personal 
and Business Banking (PBB). The investment banking business is carried out under a separate business entity Stanbic IBTC 
Capital Limited

Balance sheet analysis

Total assets of the banking business increased by 26% to stand at N911.1 billion at the end of 2014. The main drivers of the 
growth were loans to customers and liquid assets such as financial investments, cash and cash equivalents and trading securities, 
all accounting for 79% of total assets.

Gross loans and advances, were up 36% to close at N413.4 billion at the end of 2014. Growth were recorded in overdrafts,  
term loans and instalmental sale and finance leases, while mortgage lending recorded a decrease occasioned by the high interest 
rate environment. 

Term loans accounted for 79% of total loan book, which is a potential source of annuity income for the bank.

Breakdown of loans and advances

Change
%

2014
Nmillion

2013
Nmillion

Corporate and Investment Banking 16 24,147 20,844 

Personal and Business Banking (2) 30,020 30,703

Wealth 12 7,148 6,401 

Operating expenses 6 61,315 57,948 

Change
%

2014
Nmillion

2013
Nmillion

Gross loans and advances 36 413,440 303,306

     Mortgage lending (6) 8,156 8,667

     Instalmental sales and finace leases 12 30,377 27,012

     Overdrafts 46 48,869 33,526

     Term loans 39 326,038 234,101

Provisions 9 (14,836) (13,559)

     Specific credit impairments 17 (10,534) (8,972)

     Portfolio credit impairments (6) (4,302) (4,587)

Net loans and advances 38 398,604 289,747

Breakdown of operating expenses

Total income growth Total cost growth
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Financial review (continued)

Lending activities were to all sectors of the economy, with five sectors namely; manufacturing, oil and gas, transport and 
communication, construction and real estate and agriculture, accounting for 86% of total loan disbursement in 2014.

Breakdown of loan book by sector

Corporate and Transactional Banking (CTB) achieved a 46% growth and Personal and Business Banking (PBB) recorded a 25% 
increase.

Breakdown of loans and advances by business unit

The bank grew its loan book responsibly in the light of the prevailing operating environment and competition for good quality 
credit.

Change
%

2014
Nmillion

2013
Nmillion

Agriculture >100 26,893 12,703

Construction and real estate 68 25,745 15,294

Electricity and other utilities 14 12,114 10,671

Finance and insurance (5) 7,959 8,382

Consumer credit 20 67,272 55,853

Manufacturing 52 84,476 55,741

Oil, gas and mining 45 80,520 55,569

General commerce 6 47,121 44,331

Transportation and communication 39 59,177 42,589

Government (1) 2,163 2,174

Gross loans and advances 36 413,440 303,307

Personal & 
Banking Business

Nmillion

Corporate &  
Transactional Banking

Nmillion

 
Total

Nmillion

Overdrafts 21,086 27,783 48,869

Term loans 113,889 212,149 326,038

Instalmental sales and finance leases 23,261 7,117 30,377

Mortgage lending 8,156 - 8,156

Total loans and advances 166,391 247,049 413,440

Corporate and Transactional Banking’s deposit book increased 
by 36% or N77.8 billion. The increase is supported by a 16%, 
17% and 73% growth in demand, call and term deposits 
respectively. 

Personal and Business Banking’s deposit book grew by 7%, 
benefitting from increased retail customers. Demand deposits 
grew by 5% and was impacted by the reduction in public 
sector deposits, while savings and term deposits grew by 12% 
and 16% respectively. Call deposits was however down 56%. 
The business unit’s ratio of low cost deposits to total deposit 
was 59%, same as what was achieved in 2013.

The bank’s funding base is well diversified. Funding from 
deposit liabilities accounted for more than 60% of the funding 
sources. Deposits from customers funded 56% of total assets 
in 2014.

Liquidity and capital

The bank’s liquidity remains strong with liquidity buffers 
held for potential stressed conditions in line with the group’s 
liquidity stress-testing philosophy. Liquidity ratio was 50.8% 
at end of 2014. This is above the 30% statutory requirement.

Liquidity ratio computation

Funding mixDeposits and other funding sources

Deposit and current accounts, increased by N88.7 
billion to cross the N500 billion mark to N507.7 billion, 
thus representing a 21% growth. The increase in deposits is 
attributable to the significant growth in number of customers 
and better customer relationship and service. During the year, 
the bank made a conscious decision to reduce reliance on 
public sector funds and expensive term deposits and focus 
more on gathering low cost deposits to improve cost of 
funding. 

Deposit and current accounts
(CAGR 2010- 2014): 29%
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2014
Nmillion

2013
Nmillion

Specified liquid assets   

Cash 14,816 12,965

Balance with CBN  
(net DR/CR balance,  
and excluding CRR) (936) 83,922

Net balance held with  
banks within Nigeria 9 9

Treasury Bills 130,327 171,509

Net Money At Call  
with Other Banks - -

Federal Government  
of Nigeria bonds 65,828 5,186

Stabilisation Securities - 1,085

Total Asset (A) 210,044 274,677

Current liabilities

Adjusted deposit liabilities 413,237 312,695

Total liabilities (B) 413,237 312,695

Liquidity ratio A/B*100 50.8% 87.8%

Equity
9%

Borrowings
8%

Other liabilities
9%

Trading  
liabilities
9%

Deposits  
from banks
6%

Deposits from 
customers

56%
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Financial review (continued)

During the year, the Central Bank of Nigeria commenced the 
implementation of minimum capital adequacy ratio under 
Basel II/III rules. 

The effect of the implementation of Basel II/III on capital 
adequacy ratio is as follows:
 

It resulted in increased risk-weighted assets/exposures, 
primarily due to introduction of operational risk and 
market risk, which were not measured under Basel I rules. 

Impairments for performing loans (General loan loss 
provision) are no longer recognised as qualifying tier II 
capital, resulting in a reduction in the capital adequacy 
ratio.

The bank’s capital adequacy computation is in compliance 
with the Basel II rules. The capital adequacy ratio as at the end 
of 2014, stood at 15.3%. This is higher than the regulatory 
minimum of 10%.

At the end of third quarter of 2014, the bank raised N15.5 
billion tier II capital in form of corporate bond with a tenor of 
10 year, callable every 5 years to improve funding.

Capital adequacy computation

Income statement analysis

The bank’s gross revenue crossed the N100 billion mark 
to N101.5 billion in 2014. Profitability as reflected by 
profit before and after tax is significantly higher than what 
was achieved in 2013. Profit before tax grew in excess of 
120%, while profit after tax increased by 92%. The growth 
in profitability is supported by the increases in net interest 
income, trading revenue, fees and commission revenue and 
moderate growth in operating expenses. Consequently, the 
return on average equity improved significantly to 25.5% 
from 15.0% achieved in 2013.

Net interest income

Net interest income was up 26% to N43.9 billion, principally 
driven by growth in interest income and slight reduction in 
interest expense. Interest income grew by 15% to N69.6 
billion and benefitted from continued growth in income 
from lending activities, investment securities and interbank 
placement. Income from loans and advances accounted for 
66% of total interest income, while income from investment 
securities and interbank placement accounted for 29% and 
5% respectively.

Interest expense decreased marginally by 0.1% to N25.7 
billion, despite continued growth in the deposit book, as 
stable and low cost funding were gathered, particularly in the 
first half of 2014. The bank’s net interest margin (net interest 
income as a percentage of total assets less derivative assets), 
improved to 5.4% from 5.1% as a result of growth in net 
interest income.

2014
Nmillion

2013
Nmillion

Total qualifying capital 93,825 68,759

Tier I capital 72,471 62,356

Tier II capital 21,354 6,403

Risk weighted assets 611,819 446,959

Credit risk 509,846 359,174

Operational risk 99,637 84,392

Market risk 2,336 3,393

Capital adequacy

Tier I 11.8% 14.0%

Tier II 3.5% 1.4%

Total 15.3% 15.4%

Change
%

2014
Nmillion

2013
Nmillion

Interest income on investment securities 17 20,359 17,342

Interest income loans and advances to banks 27 3,750 2,953

Interest income loans and advances to customers 13 45,540 40,234

     Medium term advances 7 33,388 28,011

     Overdrafts (71) 8,716 5,387

     Home loans (13) 1,495 1,832

     Instalment sales and finance leases (8) 4,941 5,004

Interest income 15 69,649 60,529

Interest expense (0) 25,690 25,727

     Savings 23 458 373

     Current accounts >100 3,062 694

     Call deposits 1 2,764 2,741

     Time deposits (19) 16,097 19,754

     Inter-bank takings 39 1,536 1,105

     Borrowed funds 67 1,773 1,060

Net interest income 26 43,959 34,802

Breakdown of net interest income

Corporate and Transactional Banking’s net interest income grew by 36% to N22.2 billion, driven by growth in income from 
lending activities and investment securities with no growth in interest expense. Personal and Business Banking’s net interest 
income increased by 18% to N21.8 billion due to the growth in income from lending activities and reduction in interest expense. 

Non-interest revenue 

Non-interest revenue increased by 19%, with net fee and commission revenue up 13% and trading revenue grew by 18%. 
The growth in fee and commission revenue is attributable to increased transaction volumes and activities supported by the 
increasing customer base. Trading revenue growth is driven by increased customer’s transactions and correct reading of the 
foreign exchange and interest rate markets by the trading desk. Other revenue grew in excess of 100% as a result of profit from 
the sale of property asset and dividend income.

The bank’s current capital ratio is deemed adequate to 
support business risks and contingencies and to pursue 
growth opportunities as they arise.



44 45Business review Annual report and financial statements Other informationOverviewStanbic IBTC  Annual group financial statements for the year ended 31 December 2014

Change
%

2014
Nmillion

2013
Nmillion

Net fee and commission revenue 13 13,172 11,688

     Account transaction fees (14) 3,038 3,543

     Card based transaction 37 2,000 1,460

     Knowledge based commission and fees 23 3,565 2,910

     Electronic banking >100 499 241

     Foreign currency service fees 36 1,763 1,299

     Documentation and administration fees (18) 825 1,005

     Other bank related fee and commission revenue 20 1,482 1,230

Trading revenue 18 17,269 14,603

     Foreign exchange 45 9,603 6,644

     Interest rates 12 7,430 6,630

     Credit (82) 236 1,329

Other revenue >100 886 135

     Dividend income >100 71 34

     Other non-bank revenue >100 815 101

Total non-interest revenue 19 31,327 26,426

Breakdown of non-interest revenue 

The following are the factors that impacted net fee and 
commission revenue:

Regulatory induced reduction in transaction fees such 
as commission on turnover, SMS, ATM etc. resulted in 
reduced income from account transaction fees although 
the reduction in income was somewhat moderated by the 
growth in customer base.
 Card based commission grew by 37% as a result of 
increased turnover volumes, a larger account base and 
higher merchant penetration.
 Foreign currency service fees increased by 36% on the 
back of improved client flows during the year.
 Electronic banking revenue increased in excess of 
100% due to higher utilization of Stanbic IBTC devices and 
growth in the number of transactions, especially internet 
banking transactions.
Documentation and administration fees reduced by 
18% as a result of regulatory induced reduction in fees 
relating to lending activities.
 Knowledge based fees grew by 23% on the back of 
growth in revenue from financial advisory services in 2014. 
The growth in Other fee and commission revenue by 
20% is supported by commission received on government 
bonds with the bank acting as agent.

Trading revenue grew 18% mainly due to the following 
reasons:

 Forex trading benefitted from favourable trading 
environment and grew by 45%.
Credit trading revenue declined by 82% on the back of 
absence of large hedging transactions that was recorded 
in 2013.
Increased liquidity and correct reading of the market in 
the interest rate market resulted in the 14% increase  
in interest rate trading revenue.
 Other revenue increased in excess of 100% as a result  
of sale of obsolete fixed assets.

Credit impairment charges

Credit impairment charges increased by 21% due to increased 
specific credit impairment charges on two clients in the 
corporate banking business division. However, the credit loss 
ratio, (total credit impairment charges as a percentage of 
gross loans) improved to 0.8% from 0.9% recorded in 2013. 

Financial review (continued)

Breakdown of the bank’s operating expenses

Corporate and Transactional Banking’s credit impairment 
charges increased by 67%, while credit loss ratio was 0.2%, 
same as what was achieved in 2013.  Personal and Business 
Banking’s credit impairment charges also witnessed an 
increase of 14%, resulting in a slight improvement in credit 
loss ratio from 1.8% in 2013 to 1.6%. 

Operating expenses in banking business

Operating expenses increased slightly by 3% to N50.5 billion. 
Staff cost grew by 6%, while other operating expenses were 
up 1%. The bank’s operating expenses benefitted from the 
cost saving initiatives implemented during the year. The 
bank’s cost-to-income ratio declined significantly to 67.0% 
from 80.2% in 2013. Personal and Business Banking’s cost to 
income ratio improved from 121.0% in 2013 to 96.5%, while 
Corporate and Transactional Banking’s cost-to-income ratio 
improved to 47.2% from 52.1% reported in 2013.

The bank’s other operating expenses were impacted mainly by higher information technology cost for securing competitive 
advantage in business efficiency and increased regulatory and compliance related insurance cost – AMCON sinking fund and 
NDIC deposit insurance.
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Change
%

2014
Nmillion

2013
Nmillion

Staff costs 6 20,350 19,218 

  

Other operating expenses: 1 30,109 29,869 

     Communication 5 644 615 

     Depreciation (18) 3,159 3,863 

     Information technology 35 4,278 3,161 

     Marketing and advertising  (22) 1,673 2,152 

     Premises and maintenance (5) 2,852 3,010 

     Security (13) 994 1,140 

     Administration and membership fees >100 982 644 

     Training expenses (44) 184 328 

     Stationery and printing (8) 605 655 

     Insurance: AMCON, NDIC and others 12 6,077 5,430 

     Travel and transportation 12 1,136 1,015 

     Professional fees 26 5,231 4,153 

     Others (38) 2,294 3,703

  

Total operating expenses 3 50,459 49,087 

Credit impairment and credit loss ratio

Credit loss ratioCredit impairment charge on non-performing loans

Credit impairment charge on performing loans
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Financial performance of wealth and investment 
banking businesses

a. Wealth business

The Wealth Group comprises three companies namely:

Stanbic IBTC Asset Management Limited (SIAML) for the 
management of  non-pension assets;
Stanbic IBTC Pension Managers Limited (SIPML) for the 
administration and management of pension assets; and 
Stanbic IBTC Trustees Limited (SITL) for trusteeship and 
estate management functions.

SIPML is the largest company within the Wealth Group as 
it contributes more than 80% of the Group’s revenue, total 
assets and assets under management. 

The Wealth group closed the year as the largest wealth 
manager in Nigeria in terms of revenue, assets under 
management and number of clients. Two (SIPML and SIAML) 
of the three companies under the wealth group maintained 
their market leadership in 2014. The third company (SITL), 
established in 2011, continued to make good inroad into the 
trusteeship business. 

Income statement analysis

The wealth group recorded a profit after tax of N10.3 billion 
in 2014. This is 23% increase over the N8.4 billion achieved in 
2013. Wealth’s profitability benefitted from continued growth 
in assets under management and a thought through investment 
decisions. The business division profit after tax represents 32% 
of the total Stanbic IBTC Group’s profit after tax. 

Net interest income

Net interest income grew by 4% to N2.0 billion. The marginal 
increase is as a result of moderate growth investment yields, 
albeit lower than that of 2013. 

Non-interest revenue

This is the major revenue source for wealth business. Non-
interest revenue, comprising net fee and commission, grew 
by 22% to N20.5 billion (2013: N16.7 billion). The growth is 
driven by the continued growth in assets under management, 
a function of growth in number of clients and size of 
contributions.

Operating expenses

Operating expenses grew by 12% to N7.1billion. The growth 
in operating expenses is driven primarily by a 15% growth 
in staff cost.  The growth in staff cost is attributable to the 
conversion of temporary employees to permanent employees 
in line with regulatory directive as well as inflation adjusted 
salary increase. Other operating costs however grew by 9% in 
line inflation.  Cost to income ratio improved to 31.8% from 
34.3% in 2013.
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Financial review (continued)

Total income
CAGR (2010-2014): 27%
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Balance sheet analysis

Total assets closed at N27.1 billion at the end of 2014, representing a 20% growth over the N22.6 billion achieved in 2013. 
Liquid assets accounted for over 70% of total assets.

Wealth’s assets under management (AuM) grew by 13% to N1.49 trillion (2013: N1.32 trillion). A breakdown of the group’s  
AuM reveals that SIPML AuM was up 19% on the back of higher level of compliance by private and public sector employers  
as well as increase in pension clients, while SIAML recorded a decrease of 26% in AuM due to the poor performance of  the 
Nigerian capital markets as well as a large withdrawal of assets by a state government during the year. 

The wealth business also witnessed considerable growth in number of clients and products. The retirement savings accounts 
increased by 11% to 1.4 million as the division continues to on-board new clients.

Assets under management and retirement savings account

Pension 
management

Nmillion

Asset
management

Nmillion
Trustees
Nmillion

Total Wealth 
group

Nmillion

Total income 19,832 2,424 232 22,488

Operating expenses (5,857) (1,157) (134) (7,148)

Profit before tax 13,975 1,267 99 15,341

Profit after tax 9,424 819 67 10,310

Cost-to-income ratio (%) 29.5% 47.7% 57.8% 31.8%

Breakdown of profitability by entity

Retirement saving accountsAsset management Pension management
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b. Investment banking

The investment banking activities of the Stanbic IBTC 
Group are being managed through Stanbic IBTC Capital 
Limited (SICL). SICL is divided into different teams to ensure 
transactions are efficiently managed and executed. The teams 
in SICL include: debt capital market, equity capital market, 
financial advisory, diversified lending and leveraged finance, 
mining, energy and infrastructure finance and real estate 
finance. SICL has participated in major deals ranging from oil 
& gas, infrastructure and project financing to debt & equity 
raising and is well respected in its industry.

Financial performance

The investment banking gross income grew by 42% to N4.3 
billion on the back of strong growth in net fee and commission 
revenue. 

Net fee and commission revenue grew by 32% and is derived 
from corporate advisory services and debt structuring. The 
business unit participated in a major deal in the oil and gas 
sector amongst other good mandates during the year, which 
contributed to the growth in its revenue. Trading revenue 
on debt securities grew marginally by 2% to N0.29 billion. 
SICL’s revenue in 2014 was buoyed by interest income from 
investment securities, which was absent in 2013. 

Breakdown of revenue

Operating expenses grew by 57% to N2.4 billion in 2014. 
The growth in operating expenses is driven by 99% and 
36% growth in other operating expenses and staff cost 
respectively. 

Other operating expense was adversely affected by growth 
in depreciation expenses as the full impact of assets acquired 
during 2013 came into effect in 2014. In addition, the 
professional fee expenses previously being paid by Stanbic 
IBTC Bank on behalf of the investment banking business are 
now being handled directly by SICL.

Overall, profit before tax grew by 29% to N1.9 billion from 
N1.3 billion recorded in 2013, while profit after tax grew by 
15% from N1.2 billion in 2013 to N1.4 billion.

Total assets stood at N8.2 billion, representing a 25% 
increase. Liquid assets accounted for over 85% of total assets

Overview of the group’s liquidity and capital 
management

1. Liquidity management

Liquidity market overview
   The nature of banking and trading activities results in a 

continuous exposure to liquidity risk. Liquidity problems 
can have an adverse impact on a group’s earnings and 
capital and, in extreme circumstances, may lead to the 
collapse of the group which is otherwise solvent. The 
group’s liquidity risk management framework is designed 
to measure and manage the liquidity position at various 
levels of consolidation such that payment obligations can 
be met at all times, under both normal and considerably 
stressed conditions. Under the delegated authority of 
the board of directors, ALCO sets liquidity risk policies in 
accordance with regulatory requirements and international 
best practice.

    Limits and guidelines are prudently set and reflect the 
group’s conservative appetite for liquidity risk. ALCO 
is charged with ensuring compliance with liquidity risk 
standards and policies.

    The CBN continued its monetary tightening increasing 
the cash reserve requirement on private sector deposits 
from 12% to 20%, and that of the public sector deposits 
to 75%. The monetary policy rate was also increased to 
13% from 12%. Liquidity ratio was however maintained  
at 30%.

    The group raised N15.5 billion in Tier II loan to support 
business expansion and meet business risks and 
contingencies.

Liquidity buffer

    Portfolios of highly liquid marketable securities, over 
and above prudential requirements, are maintained as 
protection against unexpected disruptions in cash flows. 
These holdings are considered in the context of internal 
stress tests and discounts assumed on certain securities in 
a possible sale.

Change
%

2014
Nmillion

2013
Nmillion

Interest income 384 -

Net fee & commission revenue 32 3,633 2,753

     Corporate  
     advisory services 2 2,499 2,446

     Debt structuring fees >100 1,134 307

Trading revenue 2 287 281

Total revenue 42 4,304 3,034

Financial review (continued)

    The amount of contingent liquidity required that the 
group’s liquidity risk standard is influenced by the nature 
of the depositor, and the contractual terms of the deposit 
as well as the prevailing and anticipated regulation.

    The surplus liquidity holdings are managed taking into 
account liquidity stress testing results and CBN regulation. 
The unencumbered surplus liquidity amounted to N277.98 
billion as at 31 December 2014.

Group unencumbered liquidity

Structural liquidity requirements

 Limits are set to restrict the cumulative liquidity mismatch 
between expected inflows and outflows of funds in different 
time buckets.

Behavioural profiling is applied to assets, liabilities and off 
balance sheet commitments with an indeterminable maturity 
or drawdown period, as well as to certain liquid assets.

Behavioural profiling assigns probable maturities based on 
actual customer behaviour. This process is used to identify 
additional sources of structural liquidity in the form of 
liquid assets and core deposits, such as current and savings 
accounts that although repayable on demand or at short 
notice, exhibit stable behaviour.

The behaviourally adjusted cumulative liquidity mismatch 
remains well within liquidity risk appetite.

Diversified funding base

The group’s funding strategy is determined after reviewing 
the group projected balance sheet, which includes taking 
into account business unit forecasts, the group’s capital 
requirements, the maturity profile of existing funding 
and anticipated changes in the deposit base. Funding 
requirements and initiatives are assessed in accordance 
with the group ALCO requirements for diversification, 
tenor and currency exposure, as well as the availability and 
pricing alternative liquidity sources.

    Concentration risk limits are used within the group to 
ensure that funding diversification is maintained across 
products, sectors, geographic regions and counterparties.

Depositor concentrations

    Primary sources of funding are in the form of deposits 
across a spectrum of retail and wholesale clients, as well as 
long term capital market funding. Deposit from customers 
funded 52% of total assets in 2014.

    Medium to long term funding from Development and 
Financial institutions form part of our diversified funding 
base. Funding from this source accounted for 9% of total 
liabilities and increased to N70.15 billion from N48.8 
billion at the end of 2013.

Liquidity stress testing and scenario analysis

Anticipated on- and-off balance sheet cash flows are 
subjected to a variety of bank specific and systemic 
stresses and scenarios in order to evaluate the impact of 
unlikely but plausible events on liquidity positions.

The outcomes of the stress scenarios are considered by 
asset and liability management committees on at least a 
monthly basis, and inform minimum liquid asset buffer 
requirements and contingency funding plans.

2. Capital management

Capital management involves monitoring and proactively 
anticipating trends or movements in regulatory ratios. The 
CBN requires every licensed Bank to have a minimum capital 
adequacy ratio (CAR) of 10% and 15% for national and 
international banks respectively. However, the Stanbic IBTC 
Bank, operating as a national bank, has set an internal CAR 
trigger of 15% for its operations, while the CAR risk tolerance 
level is set at 12%. 

The group manages its capital base to achieve a prudent 
balance between maintaining capital ratios to support 
business growth and depositor confidence, and providing 
competitive returns to shareholders. The capital management 
process ensures that each group entity maintains sufficient 
capital levels for legal and regulatory compliance purposes. 

During the year, the bank complied with the Basel II 
implementation from October 1, 2014 in line with CBN 
directive. The group’s act of compliance with the capital 
adequacy requirement in terms of South African banking 

2014
Nmillion

2013
Nmillion

    Marketable assets 208,207 174,094 

    Short-term foreign 
    currency placements 69,776 6,139 

    Total unencumbered     
    marketable assets 277,983 180,234 

    Other readily 
    accessible liquidity - 84,997 

    Total unencumbered 
    surplus liquidity 277,983 265,231 

2014
%

2013
%

    Single depositor 10 5

    Top 10 depositors 29 25
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regulations measured on Basel II principles coupled with the risk governance structure and implementation of Enterprise 
Risk Management framework as well as collation of loss data and stress testing, amongst others, made the bank’s Basel II 
implementation seamless.

The implementation of Basel II capital requirement coupled with the growth in risk weighted assets as a result of business 
expansion, exerted pressure on the bank’s capital, but the pressure was somewhat moderated with the N15.5 billion tier II 
capital raised at the end of third quarter 2014. 

The group’s total capital adequacy ratio on Basel II basis was 19.1% (2013: 19.9%), while the tier I capital adequacy ratio was 
15.8% (2013 estimate: 18.5%) at the end of 2014. Also, the bank’s total capital adequacy ratio of 15.3% on Basel II basis in 
2014, is slightly lower than the estimated 15.4% recorded in 2013.  These ratios are above the regulatory minimum capital 
requirements. 

Regulatory capital adequacy is measured based on Pillar 1 of the Basel II capital framework. Banks and banking groups are 
required to adopt the basic approaches for the computation of capital requirement for credit risk, market risk and operational 
risk.

Financial review (continued)

B II
 

2014
Nmillion

B II 
estimated

2013
Nmillion

B I 
as reported

2013
Nmillion

Tier 1  112,371  96,644  97,413 

Paid-up ordinary shares  5,000  5,000  5,000 

Share premium  65,450  65,451  65,451 

Retained profits  33,464  22,864  22,864 

General reserves  -    -    -   

Statutory reserve  21,916  18,090  18,859 

Other reserves  (18,721)  (19,121)  (19,121)

Non controlling interests  4,223  3,321  3,321 

SMEEIS Reserve  1,039  1,039  1,039 

Less: regulatory deduction  8,360  7,654  7,654 

Deferred tax assets  8,360  7,654  7,654 

Unsecured lending to subsidiaries within the same group  -    -    -   

Eligible Tier I capital  104,011  88,990  89,759 

Tier II 21,511 6,620 6,620

Hybrid (debt/equity) capital instruments  -    -    -   

Subordinated term debt  22,973  6,399  6,399 

Other comprehensive income (OCI)  (1,462)  221  221 

Less: regulatory deduction  -    5  5 

50% of investments in banking and financial subsidiary/associate companies  -    5  5 

Eligible Tier II capital  21,511  6,615  6,615 

Total regulatory capital  125,522  95,605  96,374 

Risk weighted assets:

Credit risk  526,320  374,174  392,887 

Operational risk  129,931  104,050  -   

Market risk  2,336  3,393  -   

Total risk weight  658,587  481,617  392,887 

Total capital adequacy ratio 19.1% 19.9% 24.5%

Tier I capital adequacy ratio 15.8% 18.5% 22.8%

Basel II regulatory capital computation – Group

B II
 

2014
Nmillion

B II 
estimated

2013
Nmillion

B I 
as reported

 2013
Nmillion

Tier 1  80,024  69,802  70,571 

Paid-up ordinary shares  1,875  1,875  1,875 

Share premium  42,469  42,469  42,469 

Retained profits  16,251  8,986  8,986 

Statutory reserve  18,086  15,167  15,936 

Other reserves  304  266  266 

Non controlling interest  -    -    -   

SMEEIS Reserve  1,039  1,039  1,039 

Less: regulatory deduction  7,553  7,446  7,446 

Deferred tax assets  7,503  7,441  7,441 

50% of investments in banking and financial subsidiary/associate 
companies  50  5  5 

Eligible Tier I capital  72,471  62,356  63,125 

Tier II 21,404 6,408 6,408

Hybrid (debt/equity) capital instruments  -    -    -   

Subordinated term debt  22,973  6,399  6,399 

Other comprehensive income (OCI)  (1,569)  9  9 

Less: regulatory deduction  50  5  5 

50% of investments in unconsolidated banking and financial subsidiary/
associate companies

 
50  5  5 

Eligible Tier II capital  21,354  6,403  6,403 

Total regulatory capital  93,825  68,759  69,528 

Risk weighted assets:

Credit risk  509,846  359,174  380,437 

Operational risk  99,637  84,392  -   

Market risk  2,336  3,393  -   

Total risk weight  611,819  446,959  380,437 

Total capital adequacy ratio 15.3% 15.4% 18.3%

Tier I capital adequacy ratio 11.8% 14.0% 16.6%

BASEL II regulatory capital computation – Bank
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Financial review (continued)

Four-year review
Consolidated statement of financial position ^

2014
Nmillion

2013
Nmillion

2012
Nmillion

2011
Nmillion

Assets – Banking activities

Cash and balances with central banks  137,553  109,385  76,933  30,072 

Trading assets  95,121  38,049  113,412  63,324 

Pledged assets  34,172  24,733  24,440  19,501 

Derivative assets  4,860  1,526  1,709  3,081 

Financial investments  186,757  123,457  71,251  80,762 

Loans and advances  407,418  383,927  318,298  302,771 

      Loans and advances to banks  8,814  94,180  51,954  45,132 

      Loans and advances to customers  398,604  289,747  266,344  256,720 

Other assets  14,960  14,634  19,074  9,750 

Current and deferred tax assets  7,506  7,441  5,171  2,668 

Intangible assets -  -   -  5,033 

Property and equipment  20,839  21,948  24,019  24,161 

Investment banking  8,224  6,603  4,908  -   

Wealth  27,132  22,573  17,604  13,384 

Total assets  944,542  763,046  676,819  554,507 

Liabilities – Banking activities

Trading liabilities  85,283  66,960  88,371  63,173 

Derivative liabilities  2,677  1,085  772  749 

Deposit and  current accounts  566,855  470,718  382,051  299,787 

      Deposits from banks  59,121  51,686  26,632  12,545 

      Deposits from customers  507,734  419,032  355,419  287,242 

Other borrowings  70,151  48,764  66,873  47,618 

Subordinated debt  22,973  6,399  1,577  -   

Current and deferred tax liabilities  3,244  2,723  2,027  3,028 

Other liabilities  67,974  59,872  44,071  54,183 

Investment banking  2,000  965  477  -   

Wealth  9,110  7,926  6,526  4,191 

Total liabilities  830,267  661,736  592,745  472,729 

Equity

Equity attributable to ordinary shareholders 110,052 94,313  83,341  79,867 

Banking activities 81,821 70,580  67,832  70,674 

Investment banking 6,224 5,638  4,431  -   

Wealth 18,022 14,647  11,078  9,193 

Other entities 3,985 3,448 - -

Attributable to minority interest 4,223 3,321  2,310  1,911 

Total Equity  114,275  97,634  85,651  81,778 

Total equity and liabilities 944,542 759,370 678,396 554,507

2014
USDmillion

2013
USDmillion

2012
USDmillion

2011
USDmillion

Assets – Banking activities

Cash and balances with central banks  757  686  492  189 

Trading assets  523  239  725  397 

Pledged assets  188  155  156  122 

Derivative assets  27  10  11  19 

Financial investments  1,028  829  456  507 

Loans and advances  2,242  2,408  2,035  1,899 

      Loans and advances to banks  49  591  332  283 

      Loans and advances to customers  2,194  1,817  1,703  1,610 

Other assets  82  92  122  61 

Current and deferred tax assets  41  47  33  17 

Intangible assets - -  -    32 

Property and equipment  115  138  154  152 

Investment banking  45  41  31  -   

Wealth  149  142  113  84 

Total assets  5,198  4,786  4,327  3,478 

Liabilities – Banking activities

Trading liabilities  469  420  565  396 

Derivative liabilities  15  7  5  5 

Deposit and  current accounts  3,119  2,952  2,443  1,880 

      Deposits from banks  325  324  170  79 

      Deposits from customers  2,794  2,628  2,273  1,802 

Other borrowings  386  306  428  299 

Subordinated debt  126  17  10  -   

Current and deferred tax liabilities  18  17  13  19 

Other liabilities  374  376  282  340 

Investment banking  11  6  3  -   

Wealth  50  50  42  26 

Total liabilities  4,569  4,150  3,790  2,965 

Equity

Equity attributable to ordinary shareholders 606 592  533  501 

Banking activities  450  443  434  443 

Investment banking  34  35  28  -   

Wealth  99  92  71  58 

Other entities - - - -

Attributable to minority interest  23  21  15  12 

Total Equity  629  612  548  513 

Total equity and liabilities  5,198  4,763 4,338 3,478

Exchange rates utilised to convert the statement of financial position are: 2014: N181.72/USD1; 2013: N159.44/USD1;  2012: N156.40/USD1 ; 2011: N159.43/USD1^  Figures included in the four year review have been restated where necessary to provide meaningful comparison of performance over the years
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2014
Nmillion

2013
Nmillion

2012
Nmillion

2011
Nmillion

Banking activities

Net interest income  43,959  34,802  31,603  26,836 

Non-interest revenue  31,327  26,426  21,125  18,385 

      Net fees and commission revenue  13,172  11,688  10,978  9,208 

     Trading revenue  17,269  14,603  8,013  8,845 

     Other revenue  886  135  2,134  332 

Total income  75,286  61,228  52,728  45,221 

Credit impairment charges  (3,217)  (2,667)  (6,895)  (3,349)

Income after credit impairment charges  72,069  58,561  45,833  41,872 

Operating expenses  (50,459) (49,087)  (42,069)  (37,576)

     Staff costs  (20,350) (19,218)  (17,164)  (16,129)

      Other operating expenses  (30,109) (29,869)  (24,905)  (21,447)

Profit before taxation  21,610  9,474  3,764  4,296 

Taxation  (2,153)  655  1,536  (1,617)

Banking activities profit attributable  
to ordinary shareholders

 
19,457  10,129  5,300 

 
2,679 

Wealth

Profit for the year  10,310  8,386  5,576  3,964 

Attributable to non-controlling interest  (2,772)  (2,163)  (1,289)  (976)

Wealth profit attributable to ordinary shareholders  
7,538  6,223  4,287  2,988 

Investment banking 

Profit for the year  1,386  1,207  (719)  -   

Other entities

Profit for the year  912  1,051 - -

Attributable to group ordinary shareholders  29,293  18,610  8,868  5,667 

Financial review (continued)

Four-year review
Consolidated income statement ^

Exchange rates utilised to convert the income statement are: 2014: N164.83/USD1; 2013:N159.08/USD1; 2012: N158.4/USD 1; 2011:N155.43/USD1^  Figures included in the four year review have been restated where necessary to provide meaningful comparison of performance over the years

2014
USDmillion

2013
USDmillion

2012
USDmillion

2011
USDmillion

Banking activities

Net interest income  267  219  200  172 

Non-interest revenue  190  166  133  118 

      Net fees and commission revenue  80  73  69  59 

     Trading revenue  105  92  51  57 

     Other revenue  5  1  13  2 

Total income  457  385  333  290 

Credit impairment charges  (20)  (17)  (43)  (21)

Income after credit impairment charges  437  368  290  269 

Operating expenses  (306)  (309)  (266)  (241)

     Staff costs  (123)  (121)  (108)  (104)

      Other operating expenses  (183)  (188)  (157)  (138)

Profit before taxation  131  60  24  28 

Taxation  (13)  4  10  (11)

Banking activities profit attributable  
to ordinary shareholders  118  64  34  17 

Wealth

Profit for the year  63  53  35  25 

Attributable to non-controlling interest  (17)  (14)  (8)  (6)

Wealth profit attributable to ordinary 
shareholders  46  39  27  19 

Investment banking 

Profit for the year  8  8  (5)  -   

Other entities

Profit for the year  6  7 - -

Attributable to group ordinary shareholders  178  117  57  36 
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Financial review (continued)

Change % 2014 2013

Business unit contribution to profit before tax

Profit before tax Nmillion  63  40,070  24,617 

Banking business  >100  21,610  9,474 

Personal & Business Banking Nmillion  (74)  (1,978)  (7,696)

Corporate & Transactional Banking Nmillion  37  23,588  17,170 

Investment Banking and other subsidiaries Nmillion  8  3,119  2,884 

Wealth Nmillion  25  15,341  12,259 

Balance sheet

Total assets Nmillion  24  944,542  763,046 

Loans and advances (net of credit impairments) Nmillion  38  398,604  289,747 

Deposits from customers Nmillion  19  494,935  416,352 

Key performance indicators

Net interest margin % 5.5 4.9

Non-interest revenue to total income % 55.4 56.6

Cost-to-income ratio % 58.6 68.0

Return on average equity (pre-tax) % 39.2  27.7 

Return on average equity (after-tax) % 28.7  21.0 

Return on average assets (pre-tax) % 4.7  3.4 

Return on average assets (after-tax) % 3.8  2.9 

Basic earnings per share kobo  57 293  186 

Net asset value per share kobo 17 1,101  943 

Shareholders' equity Nmillion 17  110,052  94,313 

Other indicators

Price-to-book (P/B ratio) times 7 2.5 2.3

Effective tax rate % 20.0 15.6 

Average number of employees Number 5  2,181  2,077 

Financial results, ratios and statistics – Group
Banking activities Change % 2014 2013

Balance sheet

Total assets Nmillion 26  911,052 725,100

Loans and advances (net of credit impairments) Nmillion 38  398,604 289,747

Deposits from customers Nmillion 21  507,734 419,032

Selected returns and ratios

Return on average equity (pre-tax) % 28.4 14.1 

Return on average equity (after-tax) % 25.5 15.0 

Return on average assets (pre-tax) % 2.6 1.4 

Return on average assets (after-tax) % 2.4 1.5 

Loan to deposit ratio % 75.5 72.4 

Net interest margin % 5.4 5.1 

Non-interest revenue to total income % 41.6 43.2 

Credit impairment charges Nmillion >100  3,217 2,667

Credit loss ratio % 0.8 0.9 

Cost-to-income ratio % 67.0 80.2 

Tier 1 capital adequacy % 11.8 16.6 

Total capital adequacy % 15.3 15.4 

Non-performing loan to total loan % 4.3 4.4

Effective tax credit % 10.0 (6.9)

Number of average employees Number 2  1,359 1,335
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Financial review (continued)

Change % 2014 2013

Economic Indicators

Headline inflation (12 month average) %  8.1  8.5 

GDP growth %  6.2  5.5 

External reserves $billion (21)  34.4  43.6 

Average official exchange rate N/$ 5  166.4  159.2 

Market Indicators

NSE All Share Index (16)  34,657.2  41,329.2 

NSE turnover Nbillion 17  1,200.2  1,025.5 

Average daily activity Nmillion (2)  418.1  426.2 

Aggregate market capitalisation Ntrillion (12)  16.8  19.1 

Equity market capitalisation Ntrillion (13)  11.5  13.2 

Stanbic share statistics

Share price

High for the period kobo 64  3,500  2,135 

Low for the period kobo 73  1,900  1,100 

Closing kobo 26  2,700  2,135 

Shares traded

Number of shares thousands (9)  480,577  527,801 

Value of shares Nmillion  58  13,023.4  8,217.4 

Market capitalisation Nbillion 26  270.0  213.5 

Capital market statistics Share price performance
2014 (rebased)

Stanbic Share price NSE All Share index Banking Index
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Personal
and Business 
banking
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Overview 

Personal and Business Banking supports everyday banking 
needs of individuals and businesses - receiving, saving and 
making payments through our network of branches and self-
service channels. Overlaying these horizontals is a strong 
relationship management focus to ensure differentiated 
customer experience for our customer segments.

In 2014, we repositioned our Business Banking business to 
focus on value chain banking in order to respond to the needs 
of customers in that segment. With that, we launched our TV 
Commercial with the catchphrase Let’s Talk – we understand 
your business, which has been well received by Customers.

Personal Banking remained focused on Workplace banking, 
looking after the lifestyle needs of salary earners and High Net 
worth individuals. 

Business model risk continued to be well managed in 2014 
as we recorded very reasonable cost of credit, a reflection of 
responsible lending and good credit quality. 

We believe that the Regulatory announcement in 2014 on Bank 
Verification Number (BVN) enrolment further strengthens the 
risk management framework for our personal lending business 
in particular. 

We have made some progress getting our existing customer 
base to comply and expect to complete the exercise within 
Regulatory time lines. 

Business performance

Despite key Regulatory pronouncements in 2014 which 
impacted our revenue, the business recorded an impressive 
top line growth of 21% on 2013 achievement, confirming the 
potential.

Outlook for 2015

Our outlook for 2015 is summarized in two words - Customer 
Experience.

We are reshaping the way customers interact with us via 
a commitment to technological innovation as a way to drive 
customer satisfaction.

We will support this goal by making the right investments  
in technology - both for customers and our staff. 

Our aspiration will be measured with Net Promoter Score 
(NPS) – a widely used measure of customer advocacy, which are 
will introduce fully in 2015.

With all of these, we aim to protect and increase market share 
in our focus segments. 

Financial performance 2014
Nmillion

2013  
Nmillion

Growth
 %

Total income 30,721 25,351 21

Staff costs (14,282) (13,366) 7

Other operating expenses (15,640) (17,337) (10)

Provision for risk assets (2,679) (2,344) 14

Tax provision 1,096 1,689 (35)

Loss after tax (784) (6,007) (87)

Deposits 211,437 197,898 7

Gross loans and advances 166,391 133,550 25

Personal and Business Banking 


