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Consolidation

« Was triggered off by the CBN to achieve
~ A diversified, strong and reliable banking seclor
~ Ensure the safely of depositors money
~ Play active developmental roles in the Nigerian economy

« CBN Governor was particular about intent for growth in
capacity to be presaged on M&A activity. However,
Consolidation has also upped Capital Raising to
unprecedented levels.

« Despite some initial resistance response has been
phenomenal, with about 15 corporate clusters and over 25
Capital Raisings directly/indirectly attributable to the
consolidation initiative.
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But 18!, we must step back and
remind ourselves about what
M&A's are...
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What are M&A’s?

« M&A's — Often used interchangeably. Involves
two or more companies that had separate
ownership being controlled/operating under the
same “corporate roof’- usually to obtain some
strategic or financial objectives

* Merger — two or more companies coming
together to form one (usually through the
exchange of shares)

« Acquisition — Usually one party (the buyer)
purchases the assets or shares of the seller

S BGL Limited




M&A Motives

Despite the fact that the current consolidation wave
was prompted by regulation, value afdition remains a
sine qua nor. ..

+ Some basic M&A drivers include.
— Adaptation to rapidly changing technology
— Reaction to fierce competition/changing industry dynamics
— Pressure to control costs and/or risks.
— Shrinking product demand
— Changing consumer preferences
— Development of corporate identity
— Access to new sources of financial strength
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Stages to M&A’s
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M&A Process — Significance of
The Due Diligence Process

« This involves a legal, financial and strategic review of all of the
target's documents, contractual relationships, operating history
and organizational structure with a view to

— Testing whether the factors driving the deal and making it
look attractive to the parties are real or illusory and
identifying critical issues.

— Testing the value propositions underlying the transaction.

— Provide further insight into the acquisition structure.

— Establish basis for achieving synergies/ key merger
objectives.

= This phase of M&A has seen the scuttling of more than
one significant Consolidation Deal in the current vista.
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Banking Consolidation developments

Nigerian Banking Sector...




Nigerian Banking : Market structure

Tolal Assets stax-::ludlng off-balance sheet commitments) has grown
91 billion USSS.‘?‘bI} in 1996, and N760.6billion
lion (US$29.1b) as at Dec. 2004,

GB0% from N
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Summary of Assets & Deposits (1996-2004)

Total deposits have followed the same trend at about
MN2.0 trillion (US$15b) today
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