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Financial stability' is the resilience of the financial system to unanticipated adverse 

shocks, while enabling the continuing smooth functioning of the financial system's 

intermediation process. A stable financial system contributes to broader economic 

growth and rising living standards. The financial system performs one of the most 

important functions in the welfare of its citizens by supporting the ability of households 

and firms to hold or transfer financial assets with confidence.

Definition And Function Of Financial Stability

xiii
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In the first half of 2012, global economic performance showed improvements. 

However, prospects for output growth remained weak in the face of the sovereign 

debt crisis in the Euro-zone, the attendant financial market problems in Europe and the 

effects of slow growth in the US on the emerging economies. 

Despite inflationary pressures and mild exchange rate volatility, the domestic 

economy recorded appreciable GDP growth, although at a lower rate than was 

achieved in the second half of 2011. The banking system was generally stronger, as the 

ratio of NPLs to total loans declined and weak banks were recapitalized.

We remain resolute in the pursuit of our mandate to ensure price and monetary 

stability. The Bank is determined to ensure that the banking system is able, at all times, 

to respond promptly and appropriately, to challenges as they emerge. 

The Financial Stability Report continues to provide unique insights on developments in 

the Nigerian financial system and their implications for financial system stability. This 

edition, the fifth in the series, highlights measures taken by the Bank to strengthen 

financial stability and is, therefore, recommended to stakeholders as a major source of 

information on developments and opportunities in the Nigerian Financial System..

Sanusi  Lamido  Sanusi, CON

Governor, Central Bank of Nigeria 

G o v e r n o r ’ s S t a t e m e n t

xv
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The global economic recovery continued to be weak in the first half of 2012, owing to 

the Euro debt crisis, increased downside risks to output and the slow pace of economic 

and financial policy implementation. The Bank continued to take proactive measures 

aimed at improving the resilience of the Nigerian economy to potential risks from 

internal and external shocks. This underscores the importance of the Bank's 

commitment to its reforms aimed at reinforcing the stability and soundness of the 

banking system. 

The implementation of the new banking model continued in the period under review.  

Meanwhile, the Bank's efforts at promoting financial inclusion gained momentum with 

the commencement of operations by the institutions earlier licensed for non-interest 

banking. 

During the review period, the Bank upgraded the Consumer Protection Division of the 

Financial Policy and Regulation Department to a full-fledged Department to carry out 

advocacy, enlightenment, education and promotion of awareness among 

consumers of financial services. 

Significant progress was made in the implementation of the pilot scheme of the cash-

less policy in Lagos. The policy has deepened the use of alternative payment channels, 

such as Point of Sale (PoS) terminals, ATM cards, internet banking and mobile money 

transfers, among others. The upgrade of the electronic Financial Analysis and 

Surveillance System (e-FASS) commenced in the first half of 2012 with the aim of 

improving data integrity, disclosure and transparency in financial reporting by 

reporting institutions.

AMCON has continued to stabilize the banking system, through the provision of 

liquidity by the acquisition of Eligible Bank Assets (EBAs). Also, the Corporation made 

appreciable progress in recapitalizing the three bridge banks. 

This edition of the Financial Stability Report reviews ed key risks in the financial system 

and the efforts made by the CBN to strengthen its soundness and stability. As with 

previous editions, it is expected that the Report would continue to assist stakeholders to 

appreciate the risks inherent in the system and facilitate informed discussion on the 

development and stability of the Nigerian financial system.

Your feedback on this Report will be appreciated. Please send your feedback to: 

FSR@cbn.gov.ng

Dr. Kingsley C. Moghalu

Deputy Governor, Financial System Stability

K e y n o t e  R e m a r k s

xvi
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Global GDP growth in the first half of 2012 

was mixed. While, output increased to 

3.6 per cent in the first quarter, second 

quarter growth was expected to slow 

down as unemployment in some 

advanced countr ies  worsened,  

exacerbating the deepening sovereign 

debt crisis in the Euro-zone and weak 

exports by major emerging economies. 

Consequently, global growth was 

projected at 3.5 per cent for 2012, from  

as against the earlier projection of 4.0 

per cent. 

The slow growth helped to ease 

inflationary pressure globally in the 

review period, as commodity prices 

generally stabilised. Global inflation was 

estimated to average 2.8 per cent in 

June 2012, compared with 3.6 per cent 

at the end of 2011 (IMF WEO, April 2012). 

Monetary policy remained largely 

accommodating in most economies, as 

many central banks either reduced or 

retained their policy rates in the review 

period. In some countries, the need to 

improve l iquidity and engender 

confidence in the markets was the main 

reason for monetary policy easing.

Most global equity market indices rose in 

the first half of the year 2012. This was 

p a r t l y  a t t r i b u t e d  t o  i m p r o v e d  

confidence in stocks, largely driven by 

the easing of financial conditions in 

response to the ECB's refinancing 

operations for distressed banks in the 

Euro-zone, and improvements in global 

trade. 

On the domestic front, macroeconomic 

performance was modest in the first half 

of 2012, as GDP growth rate stood at 6.4 

E x e c u t i v e S u m m a r y

per cent, compared with 7.6 per cent 

recorded in the second half of 2011. The 

non-oil sector continued to drive growth 

in GDP, as it grew by 12.8 per cent in the 

review period. In the review period, 

interest rates were generally stable, 

though average yields on government 

securities were higher in the first half of 

2012 than in the second half of 2011. 

Headline inflation, year-on-year, rose to 

12.9 per cent at end-June 2012, from 10.3 

per cent at end-December 2011. The 

development was attributed to the 

partial removal of the subsidy on 

petroleum products in January 2012, 

coupled with increases in the prices of 

some staple foods and electricity tariffs.

In the foreign exchange market, the 

a v e r a g e  N a i r a  e x c h a n g e  r a t e  

depreciated by 1.88 per cent to 

157.44/US$ at the WDAS-SPT window  at 

end-June 2012, from 154.54/US$ at end-

December 2011. Also, at the inter-bank 

segment of the market, the rate 

depreciated by 3.20 per cent to 

162.33/US$, while at the BDC segment it 

depreciated by 1.00 per cent to 

163.43/US$.

The Bank's interventions in various sectors 

of the economy continued to yield 

positive results, with improved job 

creation and business expansion in the 

relevant sectors in the review period. 

Some of the intervention schemes 

highlighted in this edition of the Report 

include the Micro, Small and Medium 

Enterprises Development Fund, the 

Refinancing and Restructuring Facility, 

the Small and Medium Enterprises Credit 

Guarantee Scheme, the Power and 

N

N

N

N

xvii
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Airline Intervention Fund and the 

Commercial Agriculture Credit Scheme.

The results of a stress test conducted at 

end-June 2012 showed increasing 

resilience to shocks by the Nigerian 

bank ing indust ry .  The exerc i se 

evaluated the solvency risks in the 

banking industry's balance sheet and 

the imbalance in the financial system. It 

is expected that the on-going banking 

industry reforms and the current short- to 

medium-term monetary and financial 

policy stance of the Bank would address 

liquidity and exchange rate volatility 

concerns emerging from the result of the 

test.

In its efforts to further strengthen the 

payments system, the Bank continued 

to pursue the achievement of the 

Payment System Vision 2020. It also 

commenced the implementation of the 

xx

cash-less policy in Lagos, which was 

expected to increase the use of other 

modes of payment. During the review 

period, the Bank granted a licence to 

one mobile payment operator, following 

the conduct of a pre- l icens ing 

examination of 15 mobile payment 

operators earlier granted AIP status to 

ascertain compliance with the Mobile 

Payments Regulatory Framework.

In the first half of 2012, a self-assessment 

of Nigeria's level of implementation of the 

Core Principles for Effective Banking 

Superv i s ion  was  conducted,  in  

preparation for the an IMF/World Bank 

Financial Sector Assessment Programme 

update visit. The exercise showed a 

significant improvement in the country's 

compliance with the Core Principles, 

since the last assessment by the 

IMF/World Bank in May 2002. 
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STRUCTURE OF THE NIGERIAN FINANCIAL 
SYSTEM

2.0

Table 1: Financial Institutions as at end-June 2012

Institutions

 

Number

 

Deposit Money Banks (DMBs)

 

21

 

Discount Houses (DHs) 

 

5

 

Private Credit Bureaux (PCBs) 

 

3

 

Development Finance Institutions 

(DFIs)

 

5

 

Primary Mortgage Banks (PMBs)

 

84

 

Microfinance Banks (MFBs)

 

870

 

Finance Companies (FCs)

 

108

 

Bureaux de Change (BDCs) 

 

2,052

 

Pension Fund Custodians (PFCs) 

 

5

 

Pension Fund Administrators (PFAs)1

 

30

 

Stock Exchange

 

1

 

Securities and Commodity Exchange

 

1

 
Securities Brokerage Firms 

 

690

 
Registrars

 

34

 
Insurance

 

Companies

 

59

 Reinsurance Companies
 

2
 Insurance Brokers 

 
542

 Loss Adjusters
 

48
 

Asset Management Corporation of 

Nigeria 

1 

1 Including 7 closed-PFAs.  

3
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Finance Companies

Primary Mortgage Banks

Private Credit Bureaux

Microfinance Banks

Deposit Money Banks

Discount Houses

Bureaux–de-Change

Development Finance Institutions

Pension Fund Administrators

Pension Fund Custodians

Insurance Brokers & Loss Adjusters

Reinsurance Companies

Insurance Companies

Registrars

Securities Brokerage Firms

Issuing Houses 

4
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3.0
MACROECONOMIC  AND  FINANCIAL  
DEVELOPMENTS  

7
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Country

     

Projections

 

  

2010

 

2011

 

2012

 

2013

 

World 
Output

 

5.3

 

3.9

 

3.5

 

3.9

 

Adv. 
Economies

 

3.2

 

1.6

 

1.4

 

1.9

 

United States

 

3

 

1.7

 

2

 

2.3

 

Euro-zone

 

1.9

 

1.5

 

-0.3

 

0.7

 

Germany

 

3.6

 

3.1

 

1

 

1.4

 

France

 

1.7

 

1.7

 

0.3

 

0.8

 

Italy

 

1.8

 

0.4

 

-1.9

 

-0.3

 

Spain

 

-0.1

 

0.7

 

-1.5

 

-0.6

 

Japan

 

4.4

 

-0.7

 

2.4

 

1.5

 

United 
Kingdom

 

2.1

 

0.7

 

0.2

 

1.4

 

Emerging 
and Dev. 
Economies

 

7.5

 

6.2

 

5.6

 

5.9

 

Sub-Saharan 
Africa

 

5.3

 

5.2

 

5.4

 

5.3

 

China

 

10.4

 

9.2

 

8

 

8.5

 
India

 

10.8

 

7.1

 

6.1

 

6.5

 Brazil

 

7.5

 

2.7

 

2.5

 

4.6

 Mexico
 

5.6
 

3.9
 

3.9
 

3.6
 

MENA
 

5
 

3.5
 

5.5
 

3.7
 

Source: IMF’s WEO, April 2012 (updated July 2012)  

8

Table 2 : World Output Growth and Projections (2010-2013)
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3.1.2 Inflation

Inflationary pressure eased globally in 

the review period on the heels of slower 

economic activity and moderation of 

global commodity prices.  The 

estimated average world inflation was 

2.8 per cent in June 2012, compared 

with 3.6 per cent at the end of 2011. In 

the advanced economies, consumer 

price inflation was projected to fall from 

2.7 per cent in 2011 to 2.0 per cent in 

2012, while in the emerging and 

developing countries, inflation was 

projected to fall to 6.3 per cent in 2012, 

from 7.2 per cent in 2011 (Table 3). 

   

Regions  2010  2011  2012  
Advanced 
Economies  

1.5  2.7  2.0  1.6

Emerging 
and 
Developing 
Economies

6.1
 
7.2

 
6.3

 
5.6

9

Country Dec. 2011  Jun. 2012  
2012 

projections  

World 3.6  2.8  N/A  

Euro-zone 2.9  2.5  N/A  

BRICS 5.8  4.3  N/A  

US 3.3  1.9  2.2  

Canada
 

2.9
 

1.5
 

2.1
 

UK
 

4.7
 

2.7
 

2.8
 

France
 

2.6
 

2.3
 

2.2
 

Germany
 

2.7
 

2.1
 

2.1
 

Japan
 

-0.3
 

0.13
 

0.2
 

China
 

4.6
 

2.9
 

3.7
 

India
 

8.4
 

10.1
 

7.4
 

Brazil
 

6.7
 

5
 

5.5
 

Russia

 
6.7

 
3.8

 
4.6

 
Mexico

 

N/A

 

4.4

 

3.6

 South 
Africa

 

6

 

5.7

 

5.5

 
Egypt

 

N/A

 

7.3

 

9.2

 Ghana

 

N/A

 

9.4

 

8.8

 Nigeria

 

10.0

 

12.9

 

13.5

 
Sources:

 

NBS, Bloomberg and the www.eiu.com

 

Table 4: Global Inflation Developments

Table 3 : Global Consumer Price Inflation

Source: IMF’s WEO, April 2012 (updated July 2012)

Projections 

2013
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10

Country  
2011  2012  

Jun.
 

Jul.
 

Aug.
 

Sep.
 

Oct.
 

Nov.
 

Dec.
 

Jan. 
 

Feb.
 

Mar.
 

Apr.
 

May Jun.

Ghana

 
13

 
12.5

 
12.5

 
12.5

 
12.5

 
12.5

 
12.5

 
12.5

 
13.5

 
13.5

 
14.5

 
14.5 15

S. Africa

 

5.5

 

5.5

 

5.5

 

5.5

 

5.5

 

5.5

 

5.5

 

5.5

 

5.5

 

5.5

 

5.5

 

5.5 5.5

Kenya

 

6.25

 

6.25

 

6.25

 

6.25

 

11

 

16.5

 

18

 

18

 

18

 

18

 

18

 

18 18

Nigeria

 

8

 

8.75

 

8.75

 

8.75

 

12

 

12

 

12

 

12

 

12

 

12

 

12

 

12 12

Brazil

 

12.25

 

12.5

 

12

 

12

 

11.5

 

11.5

 

11

 

10.75

 

10.75

 

9.75

 

9

 

8.5 8.5

Chile

 

5.25

 

5.25

 

5.25

 

5.25

 

5.25

 

5.25

 

5

 

5

 

5

 

5

 

5

 

5 5

USA

 

0.25

 

0.25

 

0.25

 

0.25

 

0.25

 

0.25

 

0.25

 

0.25

 

0.25

 

0.25

 

0.25

 

0.25 0.25

Japan

 

0

 

0

 

0

 

0

 

0.1

 

0.1

 

0.1

 

0.1

 

0.1

 

0.1

 

0.1

 

0.1 0.1

Euro-zone

 

1.25

 

1.5

 

1.5

 

1.5

 

1.25

 

1.25

 

1

 

1

 

1

 

1

 

1

 

1 1

India

 

7.5

 

8

 

8

 

8

 

8.5

 

8.5

 

8.5

 

8.5

 

8.5

 

8.5

 

8

 

8 8

Russia

 

8.25

 

8.25

 

8.25

 

8.25

 

8.25

 

8.25

 

8

 

8

 

8

 

8

 

8

 

8 8

China

 

6.31

 

6.56

 

6.56

 

6.56

 

6.56

 

6.56

 

6.56

 

6.56

 

6.56

 

6.56

 

6.56

 

6 6

UK

 

0.5

 

0.5

 

0.5

 

0.5

 

0.5

 

0.5

 

0.5

 

0.5

 

0.5

 

0.5

 

0.5

 

0.5 0.5

Indonesia 6.75 6.75 6.75 6.75 6 6 6 6 5.75 5.75 5.75 5.75 5.75

Sources: Bloomberg and Reuters

Table 5 : Policy Rates of Selected Central Banks
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Figure 4 : Inflationary  Trends (year-on-year), 2009 - 2012
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Figure 5: Federal Government's Fiscal Operations

13
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Figure 6 : Trends in Major Monetary Aggregates
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3.2.4.2 Maturity Structure of DMBs' 

Deposits and Loans & Advances

The structure of DMBs' credit at end-June 

2012 showed that short-term maturities 

remained dominant. Outstanding loans 

and advances maturing one year and 

below accounted for 59.1 per cent, 

compared with  60.0 per cent at the end 

of the second half of 2011. The medium-

term (≥ 1yr and < 3yrs) and long-term 

maturities (3yrs and above) stood at 14.8 

and 26.1 per cent, compared with 15.2 

and 24.8 per cent, respectively, at the 

end of the second half of 2011 (Figure 7). 

Similarly, deposits below one year 

14

Figure 7 : Distribution of DMBs' Loans and Advances 
by Maturity, March 2010 - June 2012
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Figure 8 : Distribution of DMBs' Deposit Structure, 
March 2010 - June 2012
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constituted 97.6 per cent of the total. 

Further analysis showed that 77.3 per 

cent of the deposits had a maturity of less 

than 30 days, while long-term deposits of 

more than three years constituted 0.01 

per cent at end-June 2012, compared 

with 0.08 per cent at the end of the 

second half of 2011 (Figure 8). 

In addition to the consequences of a 

maturity mismatch, the near-absence of 

long-term deposits continued to 

constrain the ability of banks to create 

long-tenored risk assets crucial for 

economic development.
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Figure 9 : Market Concentration Ratios of DMBs' 
Assets March 2010 - June 2012
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Figure 10: Consumer Credit, December 2010 – June 2012
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Figure 12 : Lending and Deposit Rates between June 2009 and June 2012
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Figure 13 : The Yield Curve in Second Half of 2011 and First Half of 2012
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Table 6: Transactions on the Nigerian Stock Exchange

Period
 

Vol. 

(Bn)
 Val. 

 

( N′ Bn)
 Market Cap. 

(N′
 
Tn)

 No. of 

Deals
 Index

 

January –
 

June 2012 
46.04

 
317.27

 
6.90

 
444,940

 
21,599.57

 

July – 

December 

2011 

39.97 261.52 6.53  494,391  20,730.63  

Percentage 

Change
 

15.19 21.32 5.67  -10.00  4.02  

Source: NSE 
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Figure 14 : FGN Bond  Auctions, 
July - December 2011 

and January - June 2012

Offer
Subcrip-

tion Sales

Jul -Dec 2011 394.77 874.47 394.77
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2012

453.67 849.62 437.57
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20

Table 7 : FGN Bond Auctions, January - June 2012

Bond Tranches Tenor 
(Years)

Issue         
(N’ Billion)

Subscription 
(N’ Billion)

Allotment 
(N’ Billion)

Range of 
Bids (%)

Cut-off 
Rate 

Maturity 
Date

January

 

10.70%FGN2018

 

10

  

22.40

 

19.76

 

14.5000-
17.9989

 

16.9870

 

May 30, 
2018

7.00%FGN2018

 

10

 

35.00

 

27.03

 

18.90

 

13.0000-
18.0100

 

16.0000

 

Oct. 23, 
2019

16.39%FGN2018

 

10

 

35.00

 

59.92

 

35.00

 

12.0000-
22.0000

 

16.3900

 

Jan. 25, 
2022

Sub-Total

  

89.76

 

109.35

 

73.66

   

February 

 

7.00%FGN2018

 

10

 

35.00

 

59.36

 

35.00

 

12.0000-
17.7849

 
16.1600

 

Oct. 23, 
2019

16.39%FGN2018

 

10

 

35.00

 

82.29

 

35.00

 

12.0000-
18.1499

 
15.8930

 

Jan. 27, 
2022

Sub-Total

  

70.00

 

141.65

 

70.00

   

March

 

7.00%FGN2018
 

10
 

20.00
 

63.30
 

20.00
 

12.0000-
16.9989

 15.3000
 

Oct. 23, 
2019

16.39%FGN2018
 

10
 

30.00
 

68.10
 

30.00
 

12.0000-
17.4400

 
15.4100

 
Jan. 27, 

2022
Sub-Total  50.00 131.40  50.00    

April 

10.50% FGN 
MAR 2014 

3 20.00 62.38 20.00  13.0000-
16.6800  

14.9480  Mar. 18, 
2014

15.10% FGN 
APR 2017
 

5
 

35.00
 

78.12
 

35.00
 

12.0000-
17.6900

 

15.1000
 

Apr 27, 
2017

16.39% FGN 
JAN 2022

 

10
 

35.00
 

65.33
 

35.00
 

12.0000-
17.2200

 

15.4718
 

Jan 27, 
2022

Sub-Total

  

90.00

 

205.83

 

90.00

   May

 15.10% FGN 
APR 2017

 

5

 

35.00

 

62.80

 

35.00

 

13.5000-
16.5000

 

15.2492

 

Apr 27, 
2017

16.39%FGN2018

 

10

 

35.00

 

68.90

 

35.00

 

13.5000-
16.9400

 

15.4500

 

Apr 27, 
2017

Sub-Total

  

70.00

 

131.70

 

70.00

   

June

 

15.10% FGN 
APR 2017

 

5

 

30.00

 

55.84

 

30.00

 

12.5000-
17.0386

 

15.8590

 

Apr 27, 
2017

16.00% FGB 
JUN 2019

 

7

 

30.00

 

40.17

 

30.00

 

14.0000-
17.0400

 

16.0000

 

Jun 29, 
2019

16.39%FGN2018 9 23.91 33.68 23.91 14.0000-
17.1499

16.2149 Jan 27, 
2022

Sub-Total 83.91 129.69 83.91

Total 453.67 849.62 437.57

19.76
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Table 8: Sub-National Bonds Issued, January - June 2012

Table 9: Corporate Bonds Issued, January - June 2012

Source: Securities and Exchange Commission 

21

Issuer  

Issue 
Date  

Mat. 
Date  Tenor  

Offer 
 

Allotment 
(N’ Bn) 

Rate 

Crusader 
Nig. Plc

 Feb. 17, 
2012

 Feb. 17, 
2019

 7 
years

 
2.26

 
2.26

 

MPR 

+ 
5%

 

(N’ Bn)

Issuer  Issue 

Date  
 

Maturity 

Date  

Allotment  
(N’ Bn)  

Tenor  
(Years)  

Rate

Ondo 

State
 

14-

Feb-

2012

 

14 Feb 

2019
 

27.00
 

27.00
 

7
 
15.5

Offer  
(N’  Bn)  

Source: Securities and Exchange Commission
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Figure 15: WDAS-SPT Demand and Supply in US$ Million, 
July 2011 - May 2012
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Figure 16: WDAS, Inter-bank and BDC Rates for 
July 2011 - June 2012
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Figure 17: Composition of Banking Industry NPLs
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4.0
DEVELOPMENTS IN THE FINANCIAL 
SECTOR

29
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Figure 20: Sectoral Distribution of the RRF
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Table 10: Distribution of the RRF by Type

Table 11: RRF's Impact   

 

  

32

 
S/N Description

Amount

 

( N ’ Million)
(%)

1
Long-term Loans

  

(longer
 

than 5 
years)

 142,765.83
 

64.57

2
Medium-term Loan 
(36 months)

 
58,779.33  26.58

3 Working Capital

 
19,551.62

 
8.84

4 Lease Finance

 

8.45

 

0.01

Total 221,105.23 100.00

Indicator

 
Pre-

Interventi
on

 
Post–Intervention Increm

ent 
(%)

Dec 31, 2011

 
Mar 31, 

2012
 

Employment 86,513 104,700  107,841 3.0
Turnover (N 

’Billion)
 

2,972 6,151  6,458 5.0

Average cap. 
Utilisation (%)

25 34 48.6 2.9
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Figure 12: WDAS-SPT Demand and Supply in US$ Million, 
July 2011 - May 2012

  

33

Category 
Number (%) 
of Projects 

Value  ( N’  billions 
and %) 

Input Supplies 1  0.45 1.7  1.1 

Production 109  48.64 53.7  33.8 

Processing 85  38.64 82.1  51.7 

Marketing 16  7.27 15.3  9.6 

Storage 11  5.0 6.1  3.83 

Total  222  158.9  

Table 13: Analysis of CACS-financed Projects by Value Chain

S/N Project

 January – June
Cumulative from 

inception to date

No.

 
of 

projects 
Amount 

(N) 

Billion  

No.

 
of 

projects

Amount 

(N) 

Billion

1 Airline
 

3
 

6.288
 

15
 

92.7

2 Power

 

6

 

13.474

 

19

 

85.92

Total 9 19.762 34 178.62



 FINANCIAL STABILITY REPORT                                                                                                                        JUNE 2012

Figure 21 : CACS: Cumulative Agricultural Value 
Chain Financing,  at end June, 2012 
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5.0
REGULATORY AND SUPERVISORY 
ACTIVITIES

Figure 22: Ratio of Banking Industry NPLs to Total Loans
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Figure 23: Banking Industry Liquidity Indicators
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Credit Risk

The banking industry's vulnerability to credit risk  lessened  as the impact of 

the most severe shock (200% rise in NPLs) on capital was adequately 

absorbed with a CAR of 11.4 per cent. However, it remains the key risk in the 

banking system.

Liquidity Risk

Liquidity risk was adjudged significant as the impact of a 10 per cent general 

run on the banking industry's liquidity resulted in an 815 basis points reduction 

in liquidity ratio. The results further showed that small and medium banks were 

less vulnerable to liquidity risk than the big ones.

Interest Rate Risk

The result of the test  on the net position of interest-sensitive instruments, in 

terms of “return on assets” and “return on equity” revealed that the entire 

banking industry, “categorized banks” and individual banks, maintained a 

less vulnerable position to interest rate risk as pre-shock positions (in terms of 

capital impairment, ROA and ROE) declined marginally after the most 

strained shocks were applied.

Exchange Rate Risk

The result of the stress test  in the period under review was consistent with that 

of December 2011. The banking industry's vulnerability to foreign exchange 

rate risk, especially strained exchange rate appreciation shocks, was 

unchanged. This was largely due to a high foreign exchange asset position 

relative to total risk-weighted assets, and a total qualifying capital, which 

stood at 16.01 per cent and 85.52 per cent, respectively.

Foreign Exchange Trading Risk

The banking industry was found to be less vulnerable to foreign exchange 

trading risk as pre-shock positions, in terms of impact on ROA and ROE, 

declined marginally at extreme shock (100%) on foreign exchange trading 

income, due mainly to the high net profit positions of the banks, relative to the 

size of the foreign exchange trading income. 

Box 1: Summary of Stress Test Results
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6.0
THE PAYMENTS SYSTEM
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Figure 25: CBN RTGS Transactions– Value (N' Billion) and Volume 
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Figure 26: Volume ('000) and Value (N billion) of Cheques Cleared
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Figure 27: Value of Electronic Card 
Transactions: January - June 2012
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Figure 28 : Volume of Electronic Card 
Transactions: January - June 2012
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7.0
PRESERVING THE INTEGRITY OF THE 
FINANCIAL SYSTEM
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Table 14: Nigeria's Compliance with the Basel Core Principles
 

Degree of Compliance
 No. of Core Principles

2012
 

2002
 

Compliant
 

7
 

3
 

Largely compliant
 

16
 

11
 

Materially non-

compliant 
2  9  

Non compliant  0  2  
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Figure 29: Selected CRMS Statistics for end-June 2012 
and end-December 2011
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Economic  performance in the first half 

of 2012 suggested that the global 

economy had tilted towards weakness. 

Key among the indicators of a downturn  

56

were the continuing debt crisis in the  

Euro-zone, the slow pace of economic 

recovery in the United States, and the 

declining rate of growth of the emerging 
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Appendix 1: Selected Financial Soundness Indicators of the 
Nigerian Banking Industry

 

2008 2009

(All figures in percentages, except otherwise indicated)

  

2010

 

2011

 

2012

(1)

 

(2)

 

(3)

 

(4)

 

(5)

 

(6)

 

(7)

 

(8)* (9)**

End-
June

 

End-
Dec

 

End-
June

 

End-
Dec

 

End-
June

 

End-
Dec

 

End-
June

 

End-
Dec

 

End-
June

1. Asset-based Indicators

                 

NPL to total gross loans

 

4.0

 

6.3

 

8.5

 

27.6

 

28.8

 

15.7

 

11.6

 

4.9

 

4.3

Liquid assets (core) to total assets

 

24.4

 

17.6

 

15.6

 

16.5

 

17.2

 

17.2

 

22.6

 

25.7

 

24.3

Liquid assets (core) to short -

 

term liabilities 

 

33.9

 

24.2

 

21.5

 

22.3

 

19.4

 

19.8

 

25.7

 

31.2

 

28.1

Return on assets (ROA)

 

2.1

 

3.7

 

1.7

 

-8.9

 

1.0

 

3.9

 

0.9

 

0.0

 

1.5

2.Capital-based Indicators

                 

Regulatory capital to risk-weighted assets

 

23.7

 

21.9

 

22.4

 

4.1

 

1.5

 

1.8

 

4.2

 

17.8

 

17.7

Tier 1 capital to risk-weighted assets

 

23.2

 

21.5

 

21.9

 

4.9

 

2.4

 

2.2

 

4.5

 

18.1

 

17.8

NPLs net of provision to capital 

 

3.5

 

9.1

 

12.5

 

106.8

 

289.8

 

192.7

 

74.3

 

12.1

 

6.8

Return on equity (ROE)

 

11.5

 

20.7

 

8.9

 

-222.8

 

50.2

 

265.0

 

29.4

 

0.5

 

13.1

3. Income and Expense-based Indicators
                 

Interest margin to gross income
 

54.6
 

58.3
 

60.1
 

57.8
 

54.0
 

53.7
 
50.8

 
45.2

 
64.6

Non-interest expenses to gross income 57.8 59.6  64.5  81.2  80.5  66.9  72.9  75.4 64.8

Personnel expenses to non-interest expenses 45.5 44.8 46.7 47.6 45.5 42.8 44.6 36.0 43.6

FSIs are computed based on IMF guidelines, * Revised, **Provisional,
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Appendix 2: Summary of Assessment of Compliance with 
the Basel Core Principles for Effective Banking Supervision

Core Principle  C1/  LC2/  MNC3/  NC4/  

1. Objectives, independence, powers, transparency and 

cooperation 
 X    

   1.1Responsibilities and Objectives  x     

   1.2 Independence, accountability and  Transparency   x    

   1.3 Legal Framework   x    

   
1.4 Legal Powers

 
x

    

   
1.5 Legal Protection

 
x

    

   
1.6 Cooperation

  
x

   
2. Permissible Activities

 
X

    
3. Licensing Criteria

 
X

    4. Transfer of Significant Ownership
   

X
  5.  Major Acquisition

 
X

    6. Capital Adequacy
 

X
    7.  Risk Management Process

  
X

   8. Credit Risk

  

X

   9. Problem Assets, Provisions & Reserves

  

X

   10. Large Exposure Limits

  

X

   11. Exposures to related parties

   

X

  12. Country and transfer risks

  

X

   13. Market risk

  

X

   14. Liquidity Risk

  

X

   
15. Operational Risk

   

X

   
16. Interest rate risk in the banking book

  

X

   
17.  Internal Control and Audit

 

X

    
18.  Abuse of financial services

  

X

   
19. Supervisory Approach

  

X

   
20. Supervisory Techniques

  

X

   
21. Supervisory Reporting

 

X

    
22. Accounting and disclosure

  

X

   
23. Corrective and remedial powers of supervisors

 

X

    

24. Consolidated Supervision

  

X

   

25. Home-host relationships

  

X

   

 

1/

 C: Compliant. 2/

 LC: Largely compliant. 3/

 MNC: Materially non -compliant.4/ NC: N on-

compliant.
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Appendix 3: Details of Stress Test Results

Minimum Regulatory CAR :10%

 

Banking 

Industry

 
Large Banks

 

Medium Banks

 

Small 

Banks

    

Shocks/Impact on CAR:

     

Pre-Shock CAR

 

18.31

 

18.32

 

19.16

 

16.27

Solvency Ratio After Shocks

 

Impact of Asset Quality Shocks on CAR

     

General Non-performing Loan

     

Shock 1ai -

 

10%NPLs increase

 

17.99

 

18.06

 

18.84

 

15.60

Shock 1aii-15% NPLs increase 

 

17.83

 

17.93

 

18.68

 

15.26

Shock 1aiii-20% NPLs increase 

 

17.66

 

17.80

 

18.51

 

14.92

Shock 1aiv-30% NPLs increase 

 

17.34

 

17.54

 

18.18

 

14.22

Shock 1av-50% NPLs increase 

 

16.68

 

17.02

 

17.52

 

12.81

Shock 1avi-100% NPLs increase 

 

15.09

 

15.77

 

15.91

 

9.28

Shock 1avii-200% NPLs increase 

 

11.37

 

12.87

 

12.15

 

0.46

Category shift” from “substandard" to "doubtful and to 

loss” 

   

Shock 1bi-
 

NPLs “20% category shift” (from 

“substandard" to "doubtful and loss”) 
 

18.00
 

18.12
 

18.71
 

15.73

Shock 1bii -NPLs “50% category shift” (from 

“substandard" to "doubtful and loss”)  
17.68  17.86  18.38  15.06

Shock 1biii - NPLs “100% category shift” (from 

“substandard" to "doubtful and loss”)  

17.05  17.43  17.51  13.88

Concentration    
2ai - Single biggest corporate obligor credit facilities 

shifted from pass-due to sub-standard (10%)
 

18.05
 

18.07
 

18.85
 

16.06

2aii - Single biggest corporate obligor credit facilities 

shifted from sub-standard to Doubtful (50%)

 

16.98
 

17.05
 

17.57
 

15.19

2aiii- Single biggest corporate obligor credit facilities 

shifted from Doubtful to Lost (100%)

 

15.60

 

15.75

 

15.92

 

14.09

2bi - Five biggest corporate obligor credit facilities shifted 

from pass-

 

due to sub-standard (10%)

 

17.35

 

17.35

 

18.12

 

15.49

2bii- Five biggest corporate obligor credit facilities shifted 

from sub-standard to Doubtful (50%)

 

13.25

 

13.26

 

13.68

 

12.21

2biii - Five biggest corporate obligor credit facilities 

shifted from Doubtful to Lost (100%)

 

7.52

 

7.54

 

7.39

 

7.74

   

Banking 

Industry

 

Large Banks

 

Medium Banks

 

Small Banks

Shock 3ai (Oil & Gas) 20% default

 

18.14

 

18.13

 

18.98

 

16.18

Shock 3aii (Oil & Gas) 50% default

 

17.87

 

17.85

 

18.71

 

16.05

Shock 3aiii (Oil & Gas) 100% default

 

17.43

 

17.37

 

18.25

 

15.83

   

Shock 3bi (Public Utilities 10% default) 

 

18.31

 

18.32

 

19.16

 

16.27

Shock 3bii (Public Utilities 20% default) 

 

18.31

 

18.32

 

19.16

 

16.27
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Shock 3bii (Public Utilities 20% default) 18.31 18.32 19.16 16.27

Shock 3biii (Public Utilities 50% default) 18.31 18.31 19.16 16.26

Shock 3biv (Public Utilities 100% default) 18.31 18.31 19.16 16.26

   

Shock 3ci (General sector 20% default)

 

18.13

 

18.16

 

18.97

 

15.99

Shock 3cii (General sector 50% default)

 

17.86

 

17.92

 

18.69

 

15.58

Shock 3ciii (General sector 100% default)

 

17.41

 

17.53

 

18.21

 

14.87

   

Shock 3di (20% Gen com becomes NPLs)

 

17.86

 

17.95

 

18.55

 

15.79

Shock 3dii (50% Gen com becomes NPLs)

 

17.41

 

17.59

 

17.92

 

15.30

Shock 3diii (100% Gen com becomes NPLs)

 

16.04

 

18.32

 

15.99

 

13.81   

Shock 3ei (Fin services 20%)

 

17.47

 

17.46

 

18.00

 

15.30

Shock 3eii (Fin services 50%)

 
16.18

 
16.13

 
16.79

 
15.05

Shock 3eiii (Fin services 100%)
 

13.94
 

13.83
 

14.28
 

13.79
   

Shock (3fi) 10% default in exposure to Real Estate
 

17.98
 

17.93
 

18.55
 

15.79

Shock (3fii) 20% default in exposure to Real Estate 17.64  17.54  18.53  16.06

Shock (3fiii) 30% default in exposure to Real Estate 16.61  16.36  17.56  15.74

Shock (3fiv) 50% default in exposure to Real Estate 16.61  16.36  17.56  15.74

Shock (3fv) 100% default in exposure to Real Estate
 

16.61
 

16.36
 

17.56
 

15.74

   
Shock (3gi) 10% default in exposure to Aviation

 
18.23

 
18.22

 
19.11

 
16.17

Shock (3gii) 20% default in exposure to Aviation

 

18.14

 

18.13

 

19.05

 

16.08

Shock (3giii) 50%

 

default in exposure to Aviation

 

17.89

 

17.85

 

18.89

 

15.79

Shock (3giv) 100% default in exposure to Aviation

 

17.47

 

17.37

 

18.62

 

15.30

   
Banking 

Industry

 

Large Banks

 

Medium Banks

 

Small Banks

Shock (3hi) 20% default in exposure to Information and 

Communication

 

17.47

 

17.41

 

18.34

 

15.77

Shock (3hii) 50% default in exposure to Information and 

Communication

 

16.19

 

16.02

 

17.08

 

15.01

Shock (3hiii) 100% default in exposure to Information and 

Communication

 

13.96

 

13.58

 

14.89

 

13.72

   

Shock (3ki) 10% default in exposure to power and Energy

 

18.28

 

18.31

 

19.06

 

16.26

Shock (3kii) 20% default in exposure to power and Energy

 

18.24

 

18.30

 

18.95

 

16.26

Shock (3kii) 20% default in exposure to power and Energy 18.14 18.28 18.63 16.24

Shock (3kiii) 50% default in exposure to power and 

Energy

17.97 18.24 18.10 16.21
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Shock (3kiv) 100% default in exposure to power and 

Energy

17.97 18.24 18.10 16.21

Shock (3li) 10% default in exposure to Capital Market

 

18.21

 

18.26

 

19.15

 

16.24

Shock (3lii) 20% default in exposure to Capital Market

 

18.10

 

18.09

 

18.98

 

16.14

Shock (3liii) 50% default in exposure to Capital Market

 

17.79

 

17.74

 

18.69

 

15.96

Shock (3liv) 100% default in exposure to Capital Market

 

17.27

 

17.16

 

18.22

 

15.64

   

Shock (3mi) 20% default in exposure

 

to Government

 

18.03

 

18.01

 

18.89

 

16.14

Shock (3mii) 50% default in exposure to Government

 

17.76

 

17.70

 

18.62

 

16.02

Shock (3miii) 100% default in exposure to Government

 

16.92

 

16.77

 

17.79

 

15.64

Exchange Rate Volatility

    

Shock 4ai (10% depreciation against Naira)

 

19.87

 

20.05

 

20.32

 

17.92

Shock 4aii (20% depreciation against Naira)

 
21.44

 
21.78

 
21.47

 
19.57

Shock 4aiii (50% depreciation against Naira)
 

26.14
 

26.98
 

24.93
 

24.52

Shock 4aiv (100% depreciation against Naira
 

33.97
 

35.64
 

30.70
 

32.76

Shock 4bi (10% appreciation in favour of the Naira) 16.74  16.58  18.01  14.62

Shock 4bii (20% appreciation in favour of the Naira) 15.18  14.85  16.85  12.97

Banking 

Industry
 

Large Banks  Medium Banks  Small Banks

Shock 4biii (50% appreciation in favour of the Naira)
 

10.48
 

9.66
 

13.39
 

8.02

Shock 4biv (100% appreciation in favour of the Naira)

 
2.65

 
1.00

 
7.62

 
-0.23

Interest Rate Volatility

    Shock 5ai (200bps upward parallel shift in yield curve)

 

18.44

 

18.41

 

19.43

 

16.21

Shock 5aii (400bps upward parallel shift in yield curve)

 

18.56

 

18.51

 

19.71

 

16.14

Shock 5aiii (500bps upward parallel shift in yield curve)

 

18.63

 

18.56

 

19.84

 

16.11

Shock 5aiv (1000bps upward parallel shift in yield curve)

 

18.94

 

18.81

 

20.52

 

15.96

Shock 5bi (200bps downward parallel shift in yield curve)

 

18.18

 

18.22

 

18.89

 

16.33

Shock 5bii (400bps downward parallel shift in yield curve)

 

18.06

 

18.12

 

18.62

 

16.39

Shock 5biii (500bps downward parallel shift in yield 

curve)

 

17.99

 

18.07

 

18.48

 

16.42

Shock 5biv (1000bps downward parallel shift in

 

yield 

curve)

 

17.68

 

17.82

 

17.81

 

16.58

   

Impact of Parallel Shift in Yield Curve Shocks on ROA

    

Interest Rate Volatility

    

Shock 5ai (200bps upward parallel shift in yield curve)

 

1.84

 

2.26

 

1.48

 

0.84

Shock 5aii (400bps upward parallel shift in yield curve)

 

1.94

 

2.34

 

2.38

 

1.24

Shock 5aiii (500bps upward parallel shift in yield curve) 1.98 2.38 1.78 0.78

Shock 5aiv (1000bps upward parallel shift in yield curve) 2.23 2.59 2.27 0.69

Shock 5bi (200bps downward parallel shift in yield curve) 1.64 2.10 1.08 0.92
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Shock 5bii (400bps downward parallel shift in yield curve) 1.55 2.02 0.88 0.96

Shock 5biii (500bps downward parallel shift in yield 

curve)

1.50 1.98 0.78 0.98

Shock 5biv (1000bps downward parallel shift in yield 

curve)

1.26

 

1.78

 

0.29

 

1.08

   

   

Banking 

Industry

 

Large Banks

 

Medium Banks

 

Small 

Banks

Impact of Parallel Shift in Yield Curve Shocks on ROE

    

INTEREST RATE VOLATILITY

    

Shock 5ai (200bps upward parallel shift in yield curve)

 

12.91

 

14.16

 

11.26

 

8.96

Shock 5aii (400bps upward parallel shift in yield curve)

 

13.60

 

14.66

 

12.77

 

8.55

Shock 5aiii (500bps upward parallel shift in yield curve)

 

13.94

 

14.91

 

13.53

 

8.35

Shock 5aiv (1000bps upward parallel shift in yield curve)

 

15.64

 

16.17

 

17.31

 

7.32

Shock 5bi (200bps downward parallel shift in yield curve)

 

11.55

 

13.15

 

8.24

 

9.79

Shock 5bii (400bps downward parallel shift in yield curve)

 
10.87

 
12.65

 
6.72

 
10.20

Shock 5biii (500bps downward parallel shift in yield 

curve)

10.53
 

12.40
 

5.97
 

10.40

Shock 5biv (1000bps downward parallel shift in yield 

curve)

8.82
 

11.14
 

2.19
 

11.43

   

IMPACT OF RUNS AND CONCENTRATION 

SHOCKS ON LIQUIDITY 

   

INITIAL LR
 

38.78%
 

33.64%
 

42.46%
 

57.36%

Shock 6ai (Gen run 10 %)
 

30.63%
 

24.65%
 

35.15%
 

51.60%

Shock 6aii (Gen run 15 %)
 

25.69%
 

19.18%
 

30.75%
 

48.10%

Shock 6aiii (Gen run 20%)

 

19.98%

 

12.86%

 

25.71%

 

44.06%

Shock 6aiv (Gen run 25%)

 

13.33%

 

5.46%

 

19.87%

 

39.32%

Shock 6av (Gen run 50%)

 

-48.30%

 

-64.31%

 

-31.92%

 

-5.13%

Shock 6bi ( Run on ST Dep 20%)

 

31.70%

 

25.71%

 

36.26%

 

52.49%

Shock 6bii ( Run on ST Dep 30%)

 

27.50%

 

20.99%

 

32.63%

 

49.61%

Shock 6biii ( Run on ST Dep 50%)

 

17.36%

 

9.49%

 

23.96%

 

42.67%

Shock 6biv ( Run on ST Dep 100%)

 

-27.12%

 

0.00%

 

-42.27%

 

0.00%

Shock 6ci ( Run on LT Dep 20%)

 

29.53%

 

23.57%

 

23.57%

 

50.68%

Shock 6cii ( Run on LT Dep 30%) 23.78% 17.29% 17.29% 46.50%

Shock 6ciii ( Run on LT Dep 50%)

 

8.90%

 

1.05%

 

1.05%

 

35.56%

Shock 6civ ( Run on LT Dep 100%)

 

-77.97%

 

-94.44%

 

-94.44%

 

-31.77%

Shock 6di ( 10% Run on LT and 20% on ST Dep)

 

26.30%

 

19.79%

 

31.39%

 

48.61%

Shock 6dii ( 15% Run on LT and 30% on ST Dep)

 

17.94%

 

10.46%

 

24.08%

 

42.75%

Shock 6diii ( 20% Run on LT and 50% on ST Dep)

 

-0.43%

 

-10.33%

 

8.45%

 

29.93%

Banking 

Industry

Large Banks Medium Banks Small 

Banks

Shock 6ei ( 20% Run on largest Deposit) 37.97% 32.77% 41.94% 56.41%
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Shock 6eii ( 50% Run on largest Deposit) 36.73% 31.42% 41.12% 54.90%

Shock 6eiii (100% Run on largest Deposit) 34.55% 29.05% 39.72% 52.14%

Shock 6fi ( 5% Run on 5 largest Deposits)

 

38.32%

 

33.17%

 

42.10%

 

56.82%

Shock 6fii ( 10% Run on 5 largest Deposits)

 

37.86%

 

32.70%

 

41.73%

 

56.28%

Shock 6fiii ( 15% Run on largest Deposits)

 

37.38%

 

32.22%

 

41.36%

 

55.71%

Shock 6fiv ( 20% Run on 5 largest Deposits)

 

36.91%

 

31.73%

 

40.99%

 

55.14%

Shock 6gi ( 5% Run on 10 largest Deposits)

 

38.15%

 

32.99%

 

41.96%

 

56.66%

Shock 6gii ( 10% Run on 10 largest Deposits)

 

37.51%

 

32.33%

 

41.44%

 

55.94%

Shock 6giii ( 15% Run on 10 largest Deposits)

 

36.85%

 

31.66%

 

40.92%

 

55.19%

Shock 6hi ( 5% Run on 20 largest Deposits)

 

37.95%

 

32.78%

 

41.78%

 

56.48%

Shock 6hii ( 10% Run
 

on 20 largest Deposits)
 

37.09%
 

31.90%
 

41.08%
 
55.56%

Shock 6hiii ( 15% Run on 20 largest Deposits)
 

36.22%
 

30.99%
 

40.36%
 
54.60%

   

IMPACT  OF FX TRADING SHOCKS ON ROA    

INITIAL ROA 1.74  2.18  1.28  0.88

FX Trading Income Volatility    
Shock 7ai (10% decline in FX trading Income)

 
1.71

 
2.15

 
1.25

 
0.84

Shock 7aii (20% decline in FX trading Income)

 
1.68

 
2.13

 
1.22

 
0.81

Shock 7aiii (50% decline in FX trading Income)

 

1.59

 

2.04

 

1.13

 

0.69

Shock 7aiv (100% decline in FX trading Income)

 

1.44

 

1.90

 

0.98

 

0.50

1.61

 

2.06

 

1.14

 

0.71

   
IMPACT  OF FX TRADING SHOCKS ON ROE

    
INITIAL ROE

 

12.23

 

13.66

 

9.75

 

9.37

FX Trading Income Volatility

    

Shock 7ai (10% decline in FX trading Income)

 

12.02

 

13.48

 

9.52

 

8.97

Shock 7aii (20% decline in FX trading Income)

 

11.81

 

13.30

 

9.29

 

8.57

Shock 7aiii (50% decline in FX trading Income) 11.17 12.77 8.59 7.36

Shock 7aiv (100% decline in FX trading Income) 10.10 11.88 7.44 5.35
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Money Supply 

M1

M2

Operational Risk

Reputational Risk

Takaful

Sukuk

Financial inclusion 

Eligible Bank Assets (EBA)

b. Organizations in Nigeria's Financial Sector

The Asset Management Corporation of Nigeria (AMCON)

The Central Bank of Nigeria

This is the total money in circulation in an economy of a given country at a given time. 

For policy purposes, there are two variants of money supply in Nigeria, M1 and M2.

This is the narrow measure of money supply which includes currency in circulation with 

the non-bank public and demand deposits (current accounts) at the deposit money 

banks.

This is the broad measure of money supply and includes M1, savings and time deposits 

at the deposit money banks.

Operational risk is defined as the risk of loss resulting from inadequate or failed internal 

processes, people and systems or from external events.

Reputational risk is any risk to an organization's reputation that is likely to destroy 

shareholder value.

Insurance that is based on Islamic religious law. It is a type of Islamic insurance, where 

members contribute money into a pool of funds in order to guarantee each other 

against loss or damage.

Bonds that comply with Islamic Religious Law (Islamic Bond) 

This is the delivery of financial services at affordable costs in a convenient manner to all 

people that need and can use the service. The process of ensuring access to financial 

services and timely and adequate credit where needed by vulnerable groups, such as 

weaker sections and low income groups at an affordable cost.

Deposit Money banks' bad loans (Toxic Assets) that qualify to be sold to AMCON

AMCON was established through the AMCON Act of 2010, with responsibility for the 

acquisition, management and disposal of the non-performing assets of Nigerian 

banks.
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