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THE PROFITABILITY OF NIGERIAN BANKS
E. Chuke NWUDE *
ABSTRACT

The paper investigates the extent to which stocks of commercial banks listed on Nigeria Stock
Exchange (NSE) are positioned on the selected profitability performance indices over the period
2000-2010. The profitability performance was determined using return on assets, return on equity,
earnings per share, dividend per share, earnings yields, dividend yields and increments in net asset
per share. The findings revealed that First Bank of Nigeria was truly the first in terms of yield on
earning assets, earnings per share, dividend per share, net asset per share, and the most priced
bank in Nigeria. Diamond was the most profitable bank in terms of earnings yield and dividend
yield while Stanbiclbtc and Wema were the most profitable banks in terms of return on assets and
return on equity respectively for the study period.
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INTRODUCTION

The main aim of every investor is to make profit on his investment. The returns can come in the
form of streams of income/dividend payments and/or capital gains arising from appreciation of
value of the investment. That is why, all things being equal, investors would prefer to invest in or
hold on to investments that promise higher returns. Even, in a free market economy profit
maximization has been regarded as an objective measure of the value of a business. Over times,
majority of investors in the Nigerian Stock Exchange had shown noticeable preference for banking
stocks in spite of the series of bank distress in which investors’ wealth was at high risk of being
lost. As a result of the rush to buy the shares of banks, the share prices were in most periods pushed
beyond the rational levels. Majority of investors point to the direction of profitability as one factor
responsible for that but these preferences have not been subjected to empirical test. As profitability
is deemed to be the anchor that propels the preference for the banking shares, the relevant question
that quickly comes to mind has been, are the banks still rendering reasonable returns to the owners
as to warrant such craze for the equity stocks? Consequently there occurs a need to ascertain the
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profitability levels of the individual commercial bank quoted on Nigeria Stock Exchange. In the
light of the above explanation the general objective of the study is to undertake a fact-based
research to find out the position of each of the existing quoted commercial banks on the selected
bank profitability performance indices in order to especially navigate the minds of the investors in
the right direction. In specific terms the study will identify the most profitable banks in Nigeria
under each index for each of the years from 2000-2010. The study covered the entire quoted
commercial banks on the Nigerian stock Exchange (NSE) from the year 2000 to 2010. The study is
restricted to only commercial banks because they dominate the Nigerian banking system in terms
of total capitalization, asset base, credit delivery, employment and accessibility to the general
banking public. It would also be recalled that Nigeria returned to constitutional democracy on May
29, 1999 after 16 years (198-1999) of the second phase of military dictatorship. The return to
democratic government signaled the commencement of Nigeria’s fourth republic. Banking sector
reforms within the period 2000 to date constitute the fourth republic cluster of banking reforms. As
a result, the study was restricted in terms of period, 2000 to 2010 to fall in line with the fourth
republic Banking reforms period in Nigeria.

Regulatory environment banks operate

Based on chronological grouping of banking reforms in Nigeria, Okafor (2011) identified five
major reform cluster periods namely; pre and post Independence era (1958-1969), indigenization
era (1970-1976), Okigbo Committee era (1977-1985), SAP era (1986-1999), and Democracy or
fourth republic era (2000-2010). Based on reform targets or issues based reforms, he identified
seven major reform issues namely, banking structure and supervision (rural banking scheme 1979-
1998, BOFIA 1991 as amended to date, universal banking model (2002 -2010), bank capitalization
(increased from 20% (1969) to 1150% in 2004, and 12 bank recapitalization episodes as at 2005
with average rate of increase of 317.08%, credit operations (control of aggregate level of bank
lending, sectoral distribution of loans, and banks lending rates). Others are risk-asset quality,
liquidity management, bank corporate governance, and exchange rate control (which involved 14
exchange rate management from 1962-Feb. 20, 2006. The first chronological reforms, made up of
four reforms, were all proactive aimed at developing banking capacity to address the anticipated
future needs of banking environment of an independent Nigeria. The reforms were the CBN Act
1958, Banking Act 1958 (which raised expatriate bank capitalization from £12500 to £25000,
Treasury bill Act 1959, and Lagos stock Exchange Act 1961. The second chronological reforms,
made up of three reforms, were developmental aimed at promoting the active participation of
Nigerians and Nigerian government in the ownership and control of banks. The banking
Amendment Act 1969 which took effect 1970 call for compulsory incorporation of all banks
operating in Nigeria, increase in bank share capital, maintenance of minimum statutory transfer
from annual profits. Nigerian Enterprises Promotion Decree (NEPD) 1972 imposed a minimum of
40% indigenous equity participation in Nigerian banks. In compliance with NEPD 1972 the FGN
increased its equity interest in the three biggest of the then expatriate banks to 40%.
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The third chronological order reforms were five and developmental aimed at deepening the
intermediation capacity of banks to extend to under-banked rural areas. The key elements of the
reforms include introduction of rural banking 1977 to cultivate banking habit, mobilize rural
savings, promote rural credit delivery and reduce rural-urban migration of both funds and people;
enactment of NEPD 1977 which increased minimum equity shareholding of Nigerians in banks and
56 other enterprises to 60%; enactment of SEC Decree No. 71. of 1979 to serve as apex regulator
of the capital market; introduction of credit ceilings of 30% and 40% for big and small banks
respectively in 1978 but subsequently reduced to 25% and 35% in 1983; and introduction in 1982
reservation of a minimum of 30% of total deposit mobilized by each rural bank branch to provide
credit facilities to the rural community and a percentage level of bank credit for loans to small scale
enterprises. The fourth chronological order reforms involved reforms that substantially liberalized
and deregulated banking operations from July 1986. They also promoted competition in banking
and made banking operations more market driven. The key elements of the SAP reforms are, (1)
entry into banking business was liberalized in 1986 and this increased the number of commercial
banks from 40 in 1985 to 120 in 1992, (2) auction- based 2™ tier forex market (SFEM) was
introduced in September 1986 to operate alongside the fixed exchange rate 1% tier forex market
(meant for specified government transactions). The specified government transactions covered in
the 1% tier market included foreign debt servicing charges, contributions to international
organization, and transfers to Nigerian missions abroad, (3) foreign currency domiciliary Account
scheme was introduced in 1986, (4) economic sectors and sub-sectoral groupings of 4 and 18
respectively in 1985 were reduced to 2 broad categories of high priority sectors and others in 1987
for bank credit ceiling control purposes of which Agriculture and manufacturing constitute the high
priority sectors, (5)1% and 2™ tier forex markets were abolished and a unified auction-based forex
market established for all transactions in July 1987, (6) interest rate movement was deregulated in
August 1987 while Minimum Rediscount Rate (MRR) now known as Monetary Policy Rate (MPR)
was used to signal the desired direction of interest rate movement, (7) NDIC was established in
1988 to insure bank depositor’s funds in the event of bank failure, owned 60% by the FGN and
CBN respectively, (8) CBN Decree no. 24 of 1991 was enacted to replace CBN Act 1958. BOFID
no. 25 of 1991 was also enacted to replace Banking Act 1969. The fifth order reforms aimed at
banking sector efficiency and competitiveness were as follows: (1) minimum bank equity capital
was raised fifty-fold from N500m to N1 billion in 1999, to N2 billion in 2001, to N25 billion in
2004. A strong and reliable banking sector is capable of playing active developmental roles in the
local economy and of being competent and competitive players in the African regional and global
financial system. (2) Universal banking model was introduced with effect from January 10, 2001
through CBN  Guidelines for the practice of Universal Banking in Nigeria
(BSD/DO/CIR/V0l.1/10/2000 dated 22/12/2000) under which all the merchant banks concerted to
commercial bank. (3) In August 2001 small and medium industries equity investment scheme
(SMIEIS) was introduced to provide a long-term investment window for banks. (4) In 2001, other
financial Institutions Department (OFID) was created in CBN to handle the expanded regulatory

1007



Asian Journal of Empirical Research, 3(8)2013: 1005-1019

and supervision mandate vested on CBN through an amendment to BOFID 1991. With the
amendment CBN became vested with direct responsibility for the regulation, supervision and
control of non-bank financial institutions, which include the then community banks (now
microfinance banks), development banks, Primary Mortgage Institutions (PMIs), finance
companies, and Bureau-de-change. (5) In July 2002, Dutch Auction system (DAS) forex market
was introduced but later upgraded to wholesale Dutch Auction System (WDAS) on February 20,
2006. (6) In 2004, state-wide and local government-wide microfinance banks with minimum
capitalization of N1billion andN20m respectively were introduced.

With the emergence of SanusiLamidoSanusi as the CBN Governor on June 4, 2009, another round
of reforms were enacted with the intention to promote financial stability, improve the quality of
banks generally, and create a healthy environment for future evolution of the sector as well as to
increase the contribution of the banking sector to real sector growth and development (Sanusi
2010). Sanusi (2010) felt there was need to address the emerging post consolidation structural and
operational weaknesses of the banks particularly in the areas of liquidity, asset quality and capital
erosion. The essence is to promote banking sector efficiency and competitiveness through banking
product specialization rather than the multi-product strategy of universal banking. Six reform
measures have so far been introduced by him from June 4, 2009 to December 31, 2010.

(1) On August 14, 2009 CBN sacked the Managing Directors and the management teams of all the
eight banks adjudged to have failed the stress test of an industry-wide special audit undertaken
by the CBN and NDIC in 2009. The banks were said to be suffering from serious capital
erosion arising from huge over-hang of non-performing loans as well as mismanagement
culminating in negative shareholders funds and illiquidity. The CBN later injected N620
billion as a bail-out fund in the form of tier Il Capital into the eight distressed banks and
instituted CBN appointed directorate management team.

(2) With the repeal of Universal banking model with effect from November 15, 2010, the CBN
withdrew the regulation on the scope of banking activities and ancillary matters no. 3, 2010,
which also specified commercial, Merchant and specialized banks as the types of banks
permitted to carry on the banking business in Nigeria.

(3) AMCON was established by AMCON Act 2010 which was signed into law by the president on
July 19, 2010 to provide a sustainable platform for relieving banks of non-performing assets.

(4) CBN rolled out the modalities for the operations of Islamic banking and gave license to the first
such banking in June 2011.

(5) CBN announced a new cash policy under which an individual can withdraw a maximum of
N150,000 cash from banks while organizations can withdraw a maximum of N1m. Amounts
above these cash withdrawal limits will attract graduated levels of surcharges. The trial run of
the policy is expected to start in Lagos in January 2012 and other locations in mid 2012.
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(6) In August 2011, three of the eight distressed banks which indicated apparent inability to meet
September 30, 2011 deadline for recapitalization were nationalized (Afribank, Bank PHB,
Spring banks) and bridge banks(Mainstreet, Keystone, Enterprise banks respectively) created
to run and resuscitate them over a temporary period of 3 years. AMCON acquired the bridge
banks on behalf of the FGN and injected a total of N678 billion to fully recapitalize the banks.
The bridge banks will be privatized in future when the FGN divests its holdings.

A firm has several objectives but profit maximization is said to be paramount among these
(Damilola, 2007; KPMG, 2005; Raheman and Nasr, 2007). Profit is a tool for efficient resources
allocation because it is the most appropriate measure of corporate performance under competitive
market conditions (Pandey, 2005). Conceptually profit connotes the excess of revenue generated by
a firm over its associated costs for an accounting period. Operationally the term profit is imprecise,
as many variants exist. The term profit could refer to profit before tax, profit after tax, gross profit,
net profit, profit per share, return on assets, among other variants (Damilola, 2007; Pandey, 2005).
This imprecision has often posed decisional challenges to researchers who must select an
appropriate variant to proxy profitability. However, the most commonly used variants as
appropriate measure of profitability include Gross operating profit, Net operating profit, Return on
Assets (Deloof, 2003; Teruel and Solano, 2006; Lazaridis and Tryfonidis, 2005; Raheman and
Nasr, 2007). According to Okafor (2011) the profitability performance also can be accessed from
both book value and market value perspectives. On book value profitability assessment four
parameters can be adopted namely return on assets deployed in banking operations which includes
both income earning assets and fixed assets (i.e. profit before tax to total assets), return on equity
(i.e. Profit after tax to total shareholders’ funds), yield on earning assets (i.e. total interest margin to
total value of bank earning assets), net assets per share. On market value profitability assessment,
five parameters were derived from stock market profitability indicators of banks namely; average
market price per share (AMPPS), earnings per share (EPS), dividend per share (DPS), earnings
yield (EY) and dividend yield (DY).Damodaran (2006) reasoned that when investors buy stock in
publicly traded companies, they generally expect to get two types of cash flows namely, the
dividends during the holding period and an expected price at the end of the holding period, and
since the expected price is itself determined by future dividends, the value of a stock is the present
value of dividends through infinity. By this view, a share price is calculated with reference to
estimated future annual dividend payments in perpetuity, based on the assumptions of infinite stock
holding period, since the company is assumed to last forever.

RESEARCH METHODOLOGY

Essentially this study has a historical setting. The main issues under investigation were obtained
from established historical facts situated in the past. Therefore ex-post facto research design
approach was adopted. Secondary data constituted the bulk of research material utilized. A large
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percentage of such data was derived from the annual reports and accounts of the banks, the CBN,
NDIC and the Nigerian Bureau of statistics publications. All the quoted commercial banks on the
Nigerian Stock Exchange were taken to ascertain the rank of each on the profitability indices. The
profitability performance was assessed from both book value and market value perspectives. On
book value profitability assessment four parameters were adopted namely return on assets deployed
in banking operations which includes both income earning assets and fixed assets (i.e. profit before
tax to total assets), return on equity (i.e. Profit after tax to total shareholders’ funds), yield on
earning assets(i.e. total interest margin to total value of bank earning assets), net assets per share.
On market value profitability assessment, five parameters were derived from stock market
profitability indicators of banks namely; average market price per share (AMPPS), earnings per
share (EPS), dividend per share (DPS), earnings yield (EY) and dividend yield (DY).

RESULTS AND DISCUSSIONS
This section shows the position of the banks on profitability based on the indices as indicated in

Table 1.

Table 1: Return on assets (%)

Fank 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Lore
1 CCE sIB SIB sIB sSB STE SIB SIR FC  FBM WEN  SIB
630 .70 2.74 126 .48 2621 501 4.93 4.39 1277 608 6.08
2 ICE COCE  ©OCE  QCE OCE  SIB ECO AFR. AFR. ACC TTHI STE
5.58 165 586 506 3.97 248 379 3.90 429 3.70 465 468
3 CiLe, GTE  WEM ZFEM FID FID FBM ECO SIB SIB GTh OCE
4.05 473 5.20 423 391 448 3.55 3.24 4.1é 3.03 421 428
4 ECO D& ZEH FID FEN ICE FChI GTR GTR GTE TBH ICE
387 470 4352 482 3.87 4.00 341 323 392 262 3.64 403

5 oes  ICE ICE ICBE GTE GTB TR ICE ICB ZEM B FBH
3.32 4.68 415 4.54 387 3.02 3.40 321 3.28 211 3.54 4.02
[ FEM ECO  FID ECO ECO  FBH QCE FBM STE FCM FZEM GTE
2.06 3.03 4.05 4.07 3.50 3.57 3.13 280 3.19 0.93 264 3.67
7 FID FID DI WEL ZEN ECOD FID FChWI  ZEM DI AT FEM
266 348 367 373 331 335 .96 2.89 3.14 0.87 201 3.14
2 BT BN GTR GTh LCC OCE AFR DI FBM FID FBIM FID

1.98 3.33 3.36 3.64 3.04 3.34 293 281 3.12 0.74 1.87 3.12
E WEN FBEW UBN AT TUBA EZEHM  ICE PHE FID UL FID FCIVI
1.09 3.00 3.00 3.50 283 208 278 269 3.05 0.4z 1.80 .57
10 AFR - WENM AFR FEN UBN DIA FEN ZEN TEN  SEY SKY  ECO
0.20 2.06 2.97 3.52 282 268 240 264 .02 0.13 1.80 2.50

11 AFR ECO UBM AFR  TUB&A  DIA TEM UB& ECO- 5TE Tie
168 297 333 2433 a0 243 249 287 167 179 244
12 LT FBH Uers WER UBM  FHE TBas  SEY 5TE- FCK  FHR
1.45 212 2452 1.08 435 22 242 274 528 1.68 236
1z TBLH  TUBA AFR D& FCLI TUHI ACC D& UBH- DI AFE.
0.88 1.23 1.50 1.73 213 208 245 .59 541 0.20 217
14 ACC DIA FHE TEH FID PHE UNI- ECO TEH
-0.1a 052 2.04 2.03 23534 2.30 877 0.47 205
15 UL oes OCE ACC SFE- UR&  ACC
1.38 1.45 222 1.82 1964 020 197
1a &CC SEY FIN CCE WERI TBL
1.12 1.22 1.92 0.90 -21.84 189
17 WENI ACT SEY FIN SEY
1.02 0.a7 1.60 0.35 1.54
18 AFR STE STE TTHT - FIH -
0.71 0.a7 1.45 3.9 303
12 WENI UHMI WEN WEN
-5.99 1.15 -36.36 -3.81
20 FIN- WELI SPE. -
1142 1.14 19.64
a1

AVE 511 387 368 ] 336 423 1.44 2.50 0.45 -214  A4R 1.21

Source: Computed from the data from Financial Statements of the banks
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Based on return on assets Stanbic-Ibtc bank polled the first position in 6 out of the 11lyears and
with an average of 6.09 percent, it made the overall first position for the study period. The yearly
average returns on assets and the positions of other banks within the study period can be seen from
Table 2.

Table 2: Return on equity (%)

s 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Awe
1 ocE  oCE WEWRI FBMN GTBE FBW  FBM GTBE  WEM WERI WER WEM
6476 6105 3932 4048 3470 2805 2791 2146 2NN 41050 10513 8257
2 Uks D& oOCE OCE FEM  UBL  OCE  FBM  AFR 5FR THI OCE
4332 4135 3038 3984 3312 2331 2538 2205 2506 2572 233 3259
3 Ik ICBE ZFEW EZEW OCE UBH UBA &4CC UBH GTE  S5TE GTR
4102 4046 3765 3407 3173 2044 2380 2143 40 1245 1931 2541
4 D& GTB oGTRE FIDb FBM OCE GTBE PHE UBs &ACCT GTBE ICE
3446 3800 3884 3407 2700 1897 2351 2140 2115 11300 1351 2409
5 Ed UBW 5B GTE FIDb ZFW ICE ECO 5TE IR zIB ZEH
2308 3Rd5 2908 331 2504 1884 1335 2139 093 050 1051 2051
f FID FID AFR. ICE  ACC GTE 5B FCM  ICB ZEM  FEN  FEN
2252 3081 2845 3056 2358 1724 1242 1913 169 A.l0 1027 2020
7 WEN ECO  [Ola 5B TBa  ICB FIDD S5K¥Y SKY DI FEN  UB&
1087 2840 2350 2475 2317 1646 1238 1891 1670 451 981 1835
] FEMN FBN FD  4CC TUTBH 3B fEM  AFR FZEN  FBM  5KY  FID
391 2555 2816 2353 2099 1542 1225 1651 1499 373 9.4 1739
9 &LCC AFR FBW  ECO ECO TUHI ECo  ZEN SR FCLI &CC SIB
341 2457 23704 23321 2027 1485 1214 1630 1434 310 6.3 1749
10 &LFR - 5B ICTB  UB4s 5IB FID Dl 5B GTRE  FID FCRT D&
1513 2454 2345 2401 2034 1272 1131 1523 1304 142 589 16.17

11 WEM ECO  UBW AFR. Ll&  FCW FID FHE  UBA  FID ECO
2327 1880 A3 1400 1313 1120 1474 1168 116 4.3 1367
12 UB4 TUBW WEM DI&  FCM  UBHM DI&  FCW  SEY ECO AFR
1400 1757 2007 1345 1106 1075 1304 1129 001 .18 1225
13 LCOT TBA  AFR WEM ECO SEY UBN DA ECO- Tia  PHR
245 1474 1343 2003 é24 946 1290 1098 A4 1.2 11.280
14 &CC DIA FPHE  &4FR UBA FBN  5TE- TBA  ACC
-254  A74 535 902 13278 1027 4280 03 11.16
15 &4CC PHE  FIN  FIM UBH- TBH- 35KV
3M B39 1197 98% 12328 9194 1091
16 WEM UMl TNl FID TTHI - FCI
348 445 1014 944 23333 10.29
17 LFR. 5TE  WEN ACC UBN
182 404 1014 935 -4.80
12 STE- & ICE OCE FIM -
0520 255 944 44 11.55
19 WEN OCE  THI- STE -
- TEY 0.4 3254
3214
20 FIM- STE NI -
5660 A.70 41.01
2l

AVE 2438 3078 395 2932 A3F% 15 YA 1549 188 1742 9 11.51

Source: Computed from the data from Financial Statements of the banks

Based on return on equity, Oceanic bank and GTB made two appearances on the first position,
FBN made three while Wema made four appearances on the first position to become, on average
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the most profitable bank within the period of study. The yearly average returns on equity and the
positions of other banks within the study period can be seen from Table-3.

Table 3: Yield on earning assets (%)

s 2000 001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Bwe
1 ACZ ICB FBN  5IB FD  FCM FCM  AFR.  AFE. GTBE UMl FCME
335 1821 1726 1525 1457 1556 1685 1085 1112 790 973 B
2 ECo OCE 5B AT ECO EIB aIB oMl 5B SEY GTB ICR
1099 1371 1406 1482 1037 1178 f.31 249 By 13 626 A
3 ICE  FBN GTE ECD FBN ECD ECD  5IB FCM D& DIA  FBN
1099 1261 1238 1271 885 997 f.19 104 733 A4 SEE BN
4 oCE sIB Dia ICE SIB Dia FBH  WEM TUBN ACC ECO  ACC
1053 1221 1163 1140 877 945 5.0 762 68T 663 479 T1H
5 FBEH GoTB WEM FID OCE FID THI UBEN ECO  FIDD  5IB GTR
99 1094 1024 1131 740 902 532 121 603 634 40T TS
£ DI& DA ICE  FEN TUEN UBN GTE  5TE OCE FCM  ZEN  CCE
931 1028 944 1095 107 7192 524 65 601 423 384 T4l
1 WEM FIDD UBH GTE WEM FBH OCE  DI&  GTE UBN  5EY  ECO
03 731 BT 1052 A72 143 520 fd6 58T Aale 30T 1K
8 UBs  ECO ZEN ZEN GOTR ACC LFR. ACC TB& SIB FID LIA
652 A34  BEA4 1027 A0 692 507 adl 578 597 350 1A
9 LFR. UBM OCE UBN LI&  PHB UBEN PFHE SEY ZEN  STE  FID
550 531 BAD 807 A0 A5 404 50 533 591 33 1@
10 FIDL &FR.  AFR UB& &ACC ICB FID FCM  &CC TUB& FEN  AFR
204 480 B42 33 A48 650 426 365 531 s4d 0 319 AR
11 WENM FIDb  OCE  ZEN GTB FHE ECD  FEWN FEN TUBA TUBH

458 111 147 é19 623 412 541 505 511 248 6
12 LCC ECO WEM UB&  OCE Dl FIN  ZEN ECD  A0C  SIB
261 420 A0 453 554 3.9 520 479 291 PR AR
13 UBs& UBL DI AFR AFR ZEM ICB TIA STE FCM  ZEN
197 3463 450 384 51l 387 504 4% 239 d10 SE
14 ACC AFR ZEH ICE FEW ICBR SFR- UBW TFHE
030 441 502 384 488 473 5 189 Al
15 WENM  WEM FIDD  UNI  UHI- WEM 3EY
397 343 472 439 A2l 453 47
18 UBA SK¥ GTB  5TE  WEM UB&
3.23 338 465 452 -1491 44
17 THI L&CC ZEN FPHR 1IHI
ERL 252 411 429 418
13 3TE-  UB& 5KY FD WED
897 2.50 380 388 2.5
19 STE OCE  FIH FIN
1.34 37230 0.2
20 FIN- TBA WEM 3TE -
140 344 342 169
A SPR.-
30

LYE 1071 B33 BEE QA9 73S 5A5 436 589 517 dE3 0 3Al A3

Source: Computed from the data from Financial Statements of the banks

First City Monument bank made the most profitable bank in terms of yield on income earning
assets with an average of 8.94 percent. However, funny enough and surprisingly, Unity bank which
is considered a weak bank in Nigeria occupied the first position in 2010 as the most profitable bank
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in terms of yield on income earning assets. The yearly average yields on income earning assets and
the positions of other banks within the study period can be seen from Table 4.

Table 4: Earnings per share (Kobo)

s 2000 2001 2002 2003 2004 2005 2006 00T JOO0F 2009 2010 R
1 FEN TUBM ZEN FBW FBN FBN TFBN TBA ZEN &ACC  UBMN  FBH
36 4 341 434 3990 335 33 MW 3E3 130 830 d7
2 UB&  FEW  FEM  ZEW  UBN TUBN ZEN  ZEN  UBA GTBE  GIBE TUBEN
) Y N e T . L L a3 127 163 228
3 ICB D& TUBN UBN UB& UBA TUBA FEBN FBH ZEN  WEM ZEM
133 234 235 3 1T 1dl 187 175 267 8 163 2
4 Dl OCE GTEB 5B ZEW B UBW GTBE FHBE FBW ZEN UB&
137 206 180 146 162 159 173 162 248 5l 119 157
3 OCE GTE AFR. UB& GTBE ZEM GIBE COCE UBN 5B FBN  GTB
27 107 163 129 13 13 1B 151 252 43 102 143
i ECO AFR B GTE 3B GIBE OCE ICB  ICBE LDl SEY ICE
g1 101 147 12% 79 115 11 14 158 38 13 113
7 FIDO 5B D& OCE AFR OCE ICBE TUBN 5KV FCM  &CC  OCE
33 ?3 137 101 40 fi3 73 137 13l 25 i3 103
8 WEM UB& COCE ICB DIa  S5IB Dia PHE AFR TUB& SIBE FHE
19 75 e 95 37 35 59 119 178 10 50 100
g ACC ECO WEM ECO OCE DIA AFR AFR ACC FDS FCM LIA
11 ali] B3 34 35 Ell 35 79 171 43 23
10 &FR- ICBE UBL  WEM ECO FCM O FOM O DI& oTB 3KY  5TE B
59 f3 92 42 31 25 3 91 167 007 40 g

11 WEM ICE AFR  WEM PHE GSKEY ACC FCM  UMI- UMD ZEY
44 i 42 k| 17 33 27 135 | 32 13
12 FIL ECO FID  FID  ECO  3IB SKY DI&  ECO- FID AFR
Y 31 kL Ell 15 EE: 74 112 64 a1 72
13 LCC FID DI& AT FD  ECO FCM 5B STE- ECO FCM
f 32 )l 2 14 2 A3 fid 72 12 i
14 ACC ACC ACC FD B STE WEM LDIAD  ACC
-2 2 12 19 4 52 -189 4
13 UNI  FHE ECO FID  TUBN- UBA ECO
124 16 34 44 3T 3 29
16 WEM STE FHFD  OCE  5PR- FID
8.5 10 2 43 213 22
17 LAFR ACC  FIN  FIM I
E 1 4 11 10
13 STE- TUHIé UWI  ECO- STE-
113 5 3 11
19 WENM  WERMT THI- FIN -
f 23 19 23
20 FIM- 5TE  WEM WEN
1 1% -455 -25
21 aFR-
213

AVE 113 138 134 133 117 71 &7 3 116 -35 16 74

Source: Computed from the data from Financial Statements of the banks
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First Bank was the most profitable bank in Nigeria in terms of Earnings per Share(EPS) with an
average of 272 kobo per year from 2000 — 2010. The yearly most profitable banks and the yearly
industry averages can be observed from Table 5.

Table 5: Dividend per Share (Kobo)

s 2000 2001 2002 2003 2004 2005 W06 2007 2008 2009 A0I0 Awe

1 FEN UBN FBN FBN FEN FBN ZEN UBL ZEN FEN OGTE FEN
125150 130 1500 155 a0 10 1200 19 135 10 1M

2 UB4 FEW UBN TBN UEBN 1UEN FEN OCE FBN GIE ZEN UEN
3 130 125 135 140 140 100 102 120 75 &S 99

3 ED D& ZEN ZEN GTB GTE UBA FBN TBN ACC FBN ZEN
il £ 80 0 0 10 N U1 V1 90

4 DIy GTB GTB GTE ZEN ZEN T1UBN TUBN GTE ZEN GSKY GIB
a0 40 23 il 0 0 mr e 9 4 4 i

5 ICBE  ECO WEM TUB4 UBL 1UBA GIBE ZEN ICB  5IB 3IB UBA
40 3 4 45 il il ] w7 30 39 b4

f FID 5BZY Dla ICB OCE ICB B GTE TUBA TUBA FCM ICE
23 39 40 25 4d 4 [&] [E] 1 35 45

T WEM UB&4 ICB 3IB  5IB OCE OCE PHE &CC  DI& ACC COCE
15 29 Kl 40 5 3 4 0 6 9 30 3l

8 ACC WEM SIB OCE  AFR B 3B ICE SKY FIDS DI4  FHB
[ kil 3d A A J £ il 15 30

9 OCE ICB  UBL WEM DI&  ECO FCM DIa Dia  FCM FID  EIB
4 20 kil Pl 15 9 13 20 B 14 30

10 AFR. OCE HD  ACC  FCM KD ACC  AFR SKY UMl L&
15 l 4 10 150 1l 4 A3 J p
1 OCE  AFR D& WEM UNWIS ECO FCM  FCOM UBL  SEY
134 15 19 10 9 3 a0 J 28
12 ECO - ECO FHB 3KY PHB FCM
12 16 12 35 45 24
13 LFR. AFR - GIB ACC
15 40 40 2l
14 LCC alB STE AFR.
3 Ell 10 16
15 ECO ECO
4 15
16 FID FID'3
16
17 a1E 2
18 NI 2
19 WEN

LVE 46 a0 b s 35 bl A oal 7 I R 38

Source: Computed from the data from Financial Statements of the banks
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In terms of Dividend per share (DPS), First Bank was the most profitable dividend paying bank in
Nigeria from 2000 — 2010 with an average dividend payment of 124 kobo per year. The bank
maintained first position in dividend payment in 6 out of the 11years of study. The yearly most
profitable banks in terms of dividend payment and the yearly industry averages can be observed
from Table 6.

Table 6: Earnings yields (%0)

s 2000 2001 200d 2003 2004 2005 2006 2007 2008 2009 2010 Ase
1 B Dy ICBE 5B 3IB ICE OCE GSKY PHE &ACC WEM ICE
17160 5000 5961 5340 2194 2003 1071 679 1350 2016 14685 41
2 Dl OCE ZEM ZEN UB4 UBA TBA OCE 5EY oTB UBM  OCE
6716  B044 5683 3440 1639 138§ 1070 412 1241 1000 18054 3531
3 OCE ICBE LDla OCE ECO S5IB GTB DIA  ACC 5IB UMD DIA
4204 5526 4982 2316 1604 1204 933 397 1023 AGE 3507 2408
4 ECo 5B 5B ICBE FBW O FBN D& PHE ZEN ZEW  5TE SIB
3971 3000 4594 21E4 154% 1183 94 504 050 540 2020 1940
3 Uy ECO OCE ECO Dla GTBE ZEN UBA FCM DA GTE  UBN
707 2538 4104 2069 1310 1058 EEA 57T 933 533 048 1853
i FIDD HD GTE GIB FID OCE FCM 5IB UBA FCM 5KY  ZEN
4533 [ET W5 1963 1154 1038 09 554 B 413 B4 1642
7 FBN GTBE WEM FEN 7EW ZEN FBN ACC S5TE  FBWN ZEN  GTB
1530 1297 1870 1363 1086 918 206 530 246 311 219 120E
a WEN WEM AFR TUBA GTE UBW 5B GTE  AFR KD FIDL  ECO
1005 1685 1861 1645 105 907 005 32§ 171 1 19E 1205
9 LCC UBW  ECO R AFR FCM ICBE AFR DI&  TUBA FEN  WEM
254 1498 15535 1440 B8 484 744 501 744 081 735 1117
10 AFR- FEN FIDD WEM OCE FIDL FIDD  FCM FBH 5KY &4cC  FID
197 1171 1524 1237 873 433 712 470 727 041 709 1050

11 LFR UBL UBW UBHW ECD  UBM ZEN ICBE UWI- SIB FBN

1165 1087 1199 E63 430 @éd 437 676 08 66 1043

12 UBs FBN D&  WEM DI& S5TE ECDO UBN  ECO.-. FCM  TUBA

5491047 1182 A3T 387 837 436 A28 Al A2d 1040

13 ACC UBN  ACC  ACC  ACC SKY  FBMN GTE WEM ECO PHE
3% I0dl 78 539 34T 426 431 422 315 228 BO3
14 LCC AFR FHE PHE UMl FIDb TBN D& UM
-130 606 f.56 A1l 406 514 4686 115 TER

15 Usr  &FR UBN 5B STE- UB&A 5KV
f.05 5397 372 A5 4390 027 651

16 WEM ECO 35IB OCE PR LCC
244 409 371 198 4733 f.74

17 LFR UMI  FID  FIN LFR.
123 234 324 125 f.34

18 JTE- ACC  FIN  ECD- FCI
405 202 317 024 f.41

19 WEN  WER UHMI- a1E-
1976 dB4 320 181

20 FIN- S5TE WEM FIM -

3T 2474 3044 10.87

a1 aFE-

4733

LVE 4024 3000 2967 1989 1153 519 350 445 454 081 251 DB

Source: Computed from the data from Financial Statements of the banks
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When the EPS was weighed against the market price of each bank, Intercontinental bank presented
the best picture as at 2008 while Diamond bank polled the Earnings yield of 24.08 percent to make
the first position as the most profitable bank among the banks that operated with published
financial statement up to 2010. The yearly most profitable banks in terms of Earnings yields and
the yearly industry averages can be observed from Table 7.

Table 7: Dividend yields (%0)

g 2000 001 AO0E 2003 004 2005 00§ J0O0V  200E 2009 010 Awe
1 ICB D ICBE :B 5B GTB GIB OCE ZEN  ACC  ZEW ICB
4935 2500 396 16 A4 A4 AlE 415 420 108 535 1415
2 ECD ICB ZEN GTE FEN UBN UBA DA 5EY FBN GTE DA
2041 1754 1500 935 A0l AED 572 341 419 32 581 159
3 D& ECO  oTBE ICB UBA FEN ZEN TFHB &ACC GTE FID  GTB
2450 138F 1376 920 33 LS4 5100 3530 3F9 A8l 532 A9
4 FIDD WEM D& OCE GTB ICBE 5B SKY Dla 5IB 5B SIB
l6a7 916 1273 204 536 537 4489 323 362 485 531 A4
3 WEM SIBE SIB KD UBN OCE OJE ECO GTB ZEW UMl ZEN
o4 871 933 B0 483 535 433 30 354 307 487 58T
] UBL  OCE WEM D& ZEN  UBA KD UBM FCM FIDD  FCM  ECO
21 032 BEE TAR 451 AA0 412 271 34 1T 447 554
) FBN GTBE OCE FEN OCE ZFEN TUBN TUBA FEW DIa  FBN FBN
A6 09 TR 644 397 401 385 24y 32T 133 433 Al
8 LCC  UBWN  FEN  WEM DI& 5B ICE  FCM UBN UBLA  SEY  OCE
300 502 3T 644 345 438 3A0 281 271 0ET 433 401
9 QOCE FBM  UBM  FEN  AFR ECO FCM O ICE ICE FCM  ACC  UBA
152 488 581 642 294 257 204 25 AR 0E3 33 3T

10 UBL  ECO  ECO  ACC  UWI PFHE FBN PHE 3KV DA UBHW

183 43 613 25 246 245 246 45 02 191 350
11 LFR TUBL TUBA  WEM FCM FEN  ACC  AFR UBL  WEM

173 355 374 205 145 243 243 419 045 313

12 LFR TEH ECO  GTBE  UBA AOC
171 524 175 245 208 221

13 LFR. sIB 5TE ECI
216 242 143 242

14 ACC ZEN iR SEY
159 216 14l 249

15 FID FHE
1719 211
16 LFR. THI
154 119

17 LFR.
1.36

15 5TE
0.27

AVE 1aa0 028 1063 703 438 448 384 271 2% 384 416 445

Source: Computed from the data from Financial Statements of the banks
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When the DPS was weighed against the market price of each bank, Intercontinental bank presented

the best picture as at 2008 while Diamond bank polled the Earnings yield of 7.59 percent to make

the first position as the most profitable bank among the banks that operated with published

financial statement up to 2010. The yearly most profitable banks in terms of Dividend yields and

the yearly industry averages can be observed from Table 8.

Table 8: Average annual market price per share (kobo)

gin 2000 d001 2002 2003 2004 2005 2006 007 2008 2009 2010 Ay
1 FEN UOBN FEN UBN TUEBW FBN FBN ZEM ZEN ECO  GTE  FBN
1850 2901 2245 2588 IBET 2831 4118 4825 AR 2462 1740 2670
2 UBs FBWN TUBMN FEWN FEN UBN UOUBM FBM UBN FEM ZEN TBH
1166 2665 2204 2330 4577 2414 2508 05T 3R 1642 1453 2460
3 AFR. UBA  AFR  ZEN  ZEN  FFN  FEN  UB& FEN ZEM  FEN  ZEN
M0 1386 876 1090 1547 1484 d1%6 4507 3471 1464 1337 2050
4 OCE  AFR. UBA UBA GTE UBA UBA TUBN UBL GTE UBA TBA
230 BAT 0 846 TR4 1307 1153 14T 38BE 3435 1270 1118 148
5 DIy GTE GTB &FR UBA GTE GTE GITE ICB UB&A  SKY  GTB
04 A4 603 493 1080 I08Y 1538 3082 24 1148 23 1430
] Ecx 5B ZEW  GTE AFR ICBE ICB ICB GIE UBN ACC FHB
04 310 é00 A4 A30 790 1050 A543 AR 1146 BRE 102D
1 WEM WENM WEM ICB OCE DA OCF OCE GEB SKY LA AFR
129 273 508 435 430 TS B A0 2419 A9 T34 1085
] FID. D& 5B OCE WEM AFR AFR. TFHBRE &FR DA FCM  ICB
150 280 30 400 47 734 Bl 1998 2O AT T3 1011
] AOC ECO Dis  WEM LI4A OCE [DIA  AFR CCE  ACC  5IB SEY
127 280 275 38F 435 Al0 Ae0 197F 204 A4 ME BEd
i ICB OCE ECD  ACC ACC  FCM 5KV ACC PFHE 5B ECO FCM
81 Y ) - | T 1 T
11 FIDD OCE D& 5B 3B ECO DIa ACC  FCM UBN  OCE
155 280 261 380 457 513 1504 1671 ADA 51T BEA
12 LCC FID ECO ECO WEM FCM O FOM DIa SFR FID SIB
122210 261 318 390 445 13400 145 4500 363 T
13 ICB & FID FD ECO 5B 5B WEM WEM STE  FIM
114 158 250 380 330 426 1239 15 438 198 &4
14 ICBE  SIB ACC ACC SKY  FCM FIDD WEM DIt
17 230 327 347 1083 143 290 111 73
15 FIDL WEM KD EKY GSTE STE  ECO
33 334 84 182 164 184 65
16 oTE FN WEM ECO UM WEN
215 By 88 151 153 499
17 FHE FD FN FD FID
259 27 83 595 340
15 UMl  PFHE ECO FIN 3TE
203 22 T ER 344
19 NI 5TE  5TE 1M1
50 6k Al 3
20 sTE  UOWI  TMI
157 fle 5
a1
AVE dp4 85 &la 73R B9A B3 QER U023 2055 BRS VAR 1032

Source: Computed from the data from Financial Statements of the banks
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First bank was the highest priced banking stock in the market at an average of 2670 kobo per share
and thus the most profitable bank in terms of capital gain. The yearly most profitable banks in
terms of market value and the yearly industry averages can be observed from Table 9.

Table 9: Net asset per share (Kobo)

sin 2000 2001 2002 2003 2004 2005 2006 2007 2008 2002 2010 Lo
1 FBM FBEN BN TBM FEM FEM BN OCE ZEM FBI ZEM FBM
2861 1189 1281 1426 1188 1233 1603 1214 2056 1357 1158 1878
2 TBsA  TBH FBEM FEM TBH ICR FBM ICE FBM ZEM FBHN ZEM
432 1171 051 1063 1184 DE6 1188 1463 1788 1345 1044 1075
3 DI& sIB ZEM ZEM TB& TEH  ZEH TBs TR LOC LT TIBH
397 &30 Q06 817 Ta6 a6 1023 1458 1143 1136 976 926
4 ECOD L& B& SIB ZEM UBs  UBS ZEM UBs GTR GThB TB&
5

339 367 625 388 306 635 637 1237 1119 1003 278 Tal
ICE TBLA  AFE OBs DI ZEM GTE TUEHM  FHE UBAs FCWI  SKY
332 333 363 S84 420 630 G06 1062 1106 242 228 628

[ AFE. OCE sIb Dire, GTR GTR AFR. FBH LT FCIW  SEY GTHR
320 333 493 462 382 24 369 TR6 1064 796 223 627

7 ACC OGTR GTh GTh SIB AFE. ICR AFE UBM  LCI& DIs Ol
318 247 421 390 392 437 508 602 1029 Ei] 737 554

2 WELI ECO L& AFE. AFE. L Dt GTh [ SEY TBs  OCE

171 232 479 316 351 341 a1 592 977 ] 632 535
] FID WEN  OCE ICR WELI OCE OCE DIa DIa FID FID FCTWl

169 192 278 284 258 334 404 515 282 447 470 533
10 OCE ICB ECO OCE ECO WELI  SEY FHE FCL TUBHN  5IB ICB

148 156 271 253 254 272 348 ] 221 435 447 493

11 FID WEILT WELI OCE SIR SIB ACC SEY SIB STE AFR
120 242 236 173 267 71 406 218 429 208 475
12 BCC ICR ECO ACC ECO FCM  SKY LAFE. STE TIHI FHE
77 237 231 o0 247 265 389 645 168 132 470
13 AFER FID FID FID ACC STE FCM  FID TIHI WELI SIB
4 112 106 4 173 247 327 483 43 128 425
14 B ABCC FCIvI  ACC SIB ECO ECO ECO BCC
72 28 1ai 207 300 440 1 1 419
15 FID WER STE SIB WELI UEN  FID
114 207 265 430 -394 -201 218
16 FHE FIN WERI STE ECO
Jila] 189 250 249 210
17 3TE FID FIM T STE
55 156 228 118 199
12 THIé FPHE FID FIM FII
147 183 110 176
19 ECO IR IZB1 WE
135 174 124
20 TIHI ECO WE 11
71 1a1 -0 91

LVE 1149 451 00 450 463 417 65 L 754 [aaE] 507 541

Source: Computed from the data from Financial Statements of the banks

The most profitable bank with respect to the net asset per share within the period of study is first
Bank followed by Zenith bank. First Bank had an average net asset per share of 1878 kobo
followed by Zenith bank with net asset per share of 1075 kobo. The yearly most profitable banks in
terms of net asset per share and the yearly industry averages can be observed from Table 9.

CONCLUSIONS AND RECOMMENDATIONS

This paper sets out to empirically establish the position of the listed commercial banks on the
profitability scale, in Nigeria. After a theoretical exploration of some relevant literature as well as
empirical examination of 21 banks, the paper found that for the 11-year assessment period,
Stanbiclbtc and Wema were the most profitable banks in terms of return on assets and return on
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equity respectively, while Diamond was the most profitable bank in terms of earnings yield and
dividend yield, and FBN was truly the first in terms of yield on earning assets, EPS, DPS, net asset
per share, and the most priced bank in Nigeria.Expectedly, the way in which profitability of the
banks is managed will have a significant impact on the market value. On the premises of the
revelations from the study the following recommendations are inevitable. The bank operators
should formulate investment polices geared towards effective management of profitability in view
of its inherent value adding role on the share price. The financial controllers in banks should pay
attention to the management of each component of profitability as the adverse effect of one could
asphyxiate the positive effect of the other components.
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