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Is Nigeria’s Oldest Bank Ripe for Reinvention? 

Barely 48 hours after the removal of First Bank of Nigeria Ltd’s MD/CEO by the 

bank’s Board, the Central Bank Governor, in an unprecedented move, announced 

the removal of the Board of directors of First Bank Nigeria Ltd. and FBN Holdings 

Plc., the bank’s parent, while simultaneously appointing new directors to both 

companies. In this note, we provide additional context to the series of events 

culminating in this action by the Central Bank Governor, and our near-term 

outlook on the prospects for the bank. 

 

The Buildup  
As a precursor to these events, we draw attention to First Bank of Nigeria 

Holdings Plc (FBNH)’s 9th Annual General Meeting (AGM) held on Tuesday, April 

27, 2021, where, amongst other decisions, the Company’s Shareholders reelected 

Dr. Adesola Adeduntan as the Managing Director/Chief Executive Officer 

(MD/CEO) of First Bank of Nigeria Limited (See here). Surprisingly, barely 24 hours 

later, the Company’s Board announced a flurry of new management 

appointments, including the appointment of Mr. Gbenga Shobo as the new 

MD/CEO of the Bank.  

While it is generally acknowledged that the bank’s Board has the power to 

appoint and remove the MD/CEO according to its Memorandum of Association, 

red flags sprung from the fact that the action was taken without recourse to the 

CBN and was in contradiction to Shareholders’ decisions the previous day. The 

CBN, in its circular titled BSD/DIR/CON/FBN/14/013, clearly highlighted this 

infraction by the bank’s board, considering the systemic importance of First Bank, 

while also indicating that the grounds for removal of the current Managing 

Director were not stated.  

The First Blip on the Regulator’s Radar 
These events also draw on First Bank’s troubled history from 2016, where it fell 

substantially short of prudential thresholds. Between 2016 and 2018, the bank’s 

Capital Adequacy fell to 10.66% (on full application of IFRS 9 transition), while its 

Non-Performing Loan Ratio hit 24.40%, due to lax credit decisions taken by the 

lender – a position which was further worsened by the oil crisis of 2016. 

Interestingly, in relation to this case, information from the CBN also show that a 

credit facility extended to an insider also contributed to the bank’s deteriorating 

asset quality.  

Although the bank had made significant strides in cleaning up its balance sheet, 

it had yet to comply with regulatory directives from the CBN regarding 

restructured credit facilities granted to the insider. This was highlighted by the 

CBN in its circular titled BSD/GBB/CON/FBN/01/028, where it indicated that the 

https://doclib.ngxgroup.com/Financial_NewsDocs/33168_FBN_HOLDINGS_PLC%20FBN_HOLDINGS_PLC_%20__RESOLUTIONS_FROM_.pdf
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bank was yet to perfect the lien on the shares of the insider in FBNH which were 

used to secure loans granted to Honey Well Flour Mills Plc. (HONYFLOUR), 

despite several reminders. Furthermore, the CBN highlighted the bank’s failure 

to comply with several directives to divest from non-permissible equity 

investments, which included its holdings of Bharti Airtel and HONYFLOUR.  

The CBN’s Intervention 
The above infractions indicate that the board of FBNH has been largely non-

compliant with regulatory directives, while the hasty retirement of the incumbent 

MD/CEO of the bank 8 months before the expiration of his tenure, showed a clear 

breach of the code of Corporate Governance in the financial institution, 

necessitating the CBN’s intervention. 

In performing its mandate of maintaining a sound financial system, the CBN 

reiterated its directive for the bank to effect its divestment of non-permissible 

equity investments within 90 days. Furthermore, the CBN directed HONYFLOUR 

to fully repay its outstanding loan with FBNH within 48hours, failure of which the 

CBN would take regulatory actions.  

In addition, in its recent press briefing, the CBN Governor, made the below 

pronouncements: 
 

• Removal of all Directors of FBN Limited (The Bank) and FBNH Plc (the Holding 

Company); 

• Appointment of new set of Directors for both the Bank and the Holding 

Company; 

• Reinstatement of Dr. Adesola Adeduntan as the MD/CEO of The Bank. 

We highlight that Section 34 Subsection 2f (i and ii) of the Bank and Other 

Financial Institutions Act (BOFIA) 2020, empowers the CBN Governor to remove 

and appoint directors of any bank receiving regulatory forbearances. This justifies 

the CBN’s action, given that the bank had enjoyed regulatory forbearance for 

about 6 years, also considering the unfruitful attempts made by the CBN 

Governor to amicably resolve the internal issues within the bank. 
 

The Bank’s Response 
In response to the CBN’s pronouncement, the bank released a statement earlier 

today, informing members of public of its cooperation with the regulator and 

smooth running of its processes. The bank accepted the verdict of the CBN 

concerning the change in its Board composition. 

 

Our Assessment and Recommendation 
Considering the systemic importance of FBNH in the Nigerian financial system, 

we support the decisions of the CBN in upholding the prevalence of strong 
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Corporate Governance in the company. We believe the CBN’s decision is in the 

best interest of the bank, the shareholders, depositors, and the economy at large. 

In the near term, we expect negative investor sentiments on the ticker given the 

recent turn of events, which would trigger a decline in its price. During intraday 

trading today, FBNH’s share price fell by as much as 9.42%, although the ticker 

ultimately closed flat at NGN6.90. We however expect the negative sentiment to 

be a temporary reaction which would correct over time, given that we do not 

expect these events to have a material impact on the bank’s fortunes. 

Meanwhile, we have placed the Target Price for the ticker under review, given its 

lower-than-expected Q1:2021 performance, in which topline slumped by 14.49% 

YoY to NGN136.55bn and Profit After Tax dropped by 39.22% YoY to 

NGN15.62bn. 
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Analyst’s Certification and Disclaimer 
 

This research report has been prepared by the research analyst(s), whose name(s) appear(s) on the cover of this report. Each research 

analyst hereby certifies, with respect to each security or issuer covers in this research that: 

(1) all of the views expressed in this report accurately reflect his or her personal views about any and all of the subject securities or issuers 

(the Issuer); and 

(2) no part of any of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations 

or views expressed by the research analyst(s) in this report. Research analysts’ compensation is determined based upon activities and 

services intended to benefit the investor clients of Meristem Securities Limited (the Firm). Like all of the Firm’s employees, research 

analysts receive compensation that is impacted by overall Firm profitability, which includes revenues from other business units within the 

Firm. 

(3) each research analyst and/or persons connected with any research analyst may have interacted with sales and trading personnel, or 

similar, for the purpose of gathering, synthesizing and interpreting non-material non-public or material public market information. 

 

As at the date of this report, any ratings, forecasts, estimates, opinions or views herein constitute a judgment, and are not connected to 

research analysts’ compensations. In the case of non-currency of the date of this report, the views and contents may not reflect the research 

analysts’ current thinking. This document has been produced independently of the Issuer. While all reasonable care has been taken to 

ensure that the facts stated herein are accurate and that the ratings, forecasts, estimates, opinions and views contained herein are fair and 

reasonable, neither the research analysts, the Issuer, nor any of its directors, officers or employees, shall be in any way responsible for the 

contents hereof, and no reliance should be placed on the accuracy, fairness or completeness of the information contained in this document. 

No person accepts any liability whatsoever for any loss howsoever arising from any use of this document or its contents or otherwise 

arising in connection therewith. 

 

Analysts’ Compensation: The equity research analysts responsible for the preparation of this report receive compensation based upon 

various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which 

include revenues from, among other business units, Investment Banking. 

 

discussed in this report, are disclosed below: 

 

 

a. The analyst(s) hold(s) personal positions (directly or indirectly) in a class of the common equity securities of the company. 

b. The analyst responsible for this report, as indicated on the front page, is a board member, officer or director of the company 

c. Meristem beneficially owns 1% or more of the equity securities of the company  

d. Meristem has been the lead manager or co-lead manager of any publicly disclosed offer of securities of the company over the past 12 

months. 

e. Meristem beneficially holds a major interest in the debt of the company 

f. Meristem has received compensation for investment banking activities from the company within the last 12 months 

g. Meristem intends to seek, or anticipates receipt of compensation for investment banking services from the company in the next 3 

months 

h. The content of this research report has been communicated with the company, following which this research has been materially 

amended before its distribution 

i. The company is a client of the stock broking division of the Meristem group. 

j. The company is a client of the investment banking division of the Meristem group. 

k. Meristem is the registrar to the company. 

l. The company owns more than 5% of the issued share capital of Meristem 

m. Meristem has other financial or other material interest in the company. 
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