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Cryptocurrencies and
the New Normal

By Mike Itegboje, FCS

The dramatic shift towards investment in Cryplocurrencies fas tirned the platform o digitel gold, Experts say the digital money
has potential to transform the financial sectors as every  participont stands to gain. But with any opportunily comes risk. Ina lucid
prose, a former President of the Chartered Institute of Stockbrokers (CI5), Mr Mike ltegboje, FCS, captures the unfolding
conversation on Cryptocurrencies and the New Normal and advocates sound regulation for the finencial praducts to stond the

test of time.

Introduction

A changing world: Will the
world ever be the same again
after Covid -19? Almost every
area of life has been affected,
some for good and some for
bad, reminding cne of the lyrics
of a song — Some are mouming,
some are cclebrating- by Felix
Liberty in the [980s. On the
business side, some businesses
are shrinking while others are
booming. New businesses, in
tandem with the times are
springing up as start-ups,
especially in the field of
Information and
Communication Technology
(ICT). QOld but hitherto
neglected business ventures
suddenly have become
commonplace.  Investments
through the stock market has
suddenly become more
relevant again after the hiatus af
the 2008/2009 financial markets
crash,

Cryptocurrencies, especially
Bitcoin that came up at the time
of the financial crises, has
become the new kid on the
block of investments.

There seems to be a frenzy of
interests and activities around
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Bitcoin and many people
wonder why. Yet myriads of
people do not seem to even
know that there is anything like
Cryptocurrencies or Bitcain.
The reason is not far fetched;
we are in the middle of a Bitcain
or digital currency mania, with
unrcasonable levels of
euphoria, volatile mood swings
etc. The social media have been
awash with news (true and
false) about meney to be made
in Biteoin. (Bitcoin is used here
to represent digital currencies,
except where otherwise
specified)

The period of the pandemic,
especially the months of
complete lockdown with most
pecple at home,and a lot of idle
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time, was the time people
became inundated with
information, especially on the
opportunities in the
Cryptocurrencies space. A lot
of Internet-savvy young people
found that space worth
exploring for making money,
The unemployed among them
became attracted to this new
money-making machine. The
questions to ask are: what are
Cryptocurrencies! Why is there
a sudden surge of interest in
Cryptocurrencies? Are there
benefits that are magnetizing
investors toward the new kid
on the block? What is the
difference between
Cryptocurrencies and fiat
money? What is the technology
behind Cryptocurrencies?

Are Cryptocurrencies
regulated? What is the future of
this investment platform?

Whatis Cryptocurrency?

Cryptocurrency is a specific
type of money that exists in
electronic form, stored in
applications or electranic
'‘wallets' and accessed
exclusively wvia electronic
devices. Specifically, it is digital
maney or currency, not Paper
or Fiat money Digital



currencies are secured, using an
encryption method — with the
currency detals stored using
distributed ledger technology
(DLT). Cryptocurrencies are
privately issued and not backed
by assets or regulated by
governments and have defined
or limited supply.

According to Investopedia:
Cryptocurrencies are systems
that allow for the secure online
payments, denominated as
virtual “tokens,” which are
represented by ledger entries
thatare internal to the system.
According to Coindesk, owned
by Coinbase, a Cryptocurrency
Exchange, “cryptocurrencies
and the blockchain technology
that powers them make it
possible to transfer value online
without the need for a
middleman like a bank or credit
card company or brokers”.

Origin of Bitcoin

The failure of the world's
financial systems exemplified by
some terrible crashes like that
of 2008/9 gave birth to the idea
of an alternative to fiat money.
In October 2008, Satosi
Malkamoto released a
documaent, called a white paper,
which he titled “Bitcoin: A Peer-
to-Peer Electronic Cash
System.” Some months earlier,
Nakamote and a group of
volunteer researchers had
proposed different versions of
the concept in forums and email
threads. It was in 2008 the
group agreed to call their baby
Bitcoin{The Bitcoin White
Sl ST T i O T
SatoshiMakamoto). In May
2016, a guy, by the name Craig

s B
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Wright from Australia, in an
interview with the BBC
identified himself as Satosi
MNakomoto, vowing that he
would not appear on any screen
or in public after that interview.
Whether he Is the real Satosi
Nakomoto (a pseudonym) is
still debatable. While the
financial crash of 2008, which
sent into oblivion financial
behemaths of the like of Bearn
Stearns and Lehman Brothers,
was the trigger that shot Bitcoin
into the fimancial orbit, the
Covid-19 pandemic gave it
wings to soar. COVID-|9 has
exposed the fallings of our
financial system and crypto
offersan alternative to it.
...Soaring interest in
cryptocurrency

Every investor that follows a
due process in Cryptocurrency
shall make money. In March
2020 just before the world -
wide lock down, due to Covid -
19, Bitcoin (BTC) bottomed at
about $3000 USD from a
previous height of over 19,000
USD in December 2017, Then
came the pandemic and by
December 2020, the price of
BTC had climbed to almost

$40,000. At the one-year
anniversary of hitting the
bottom, the price has been
above $50,000actually crossing
the $64,000 mark on the 13" of
April 2021, From 3000 to
60,000 is a phenomenal
increase in a world in which
many countries experienced
recession and with interest
rates flat at zero or negative.
“Trading in BTC or Crypto
became a gainful occupation for
millions of people across the
globe™. (Alyssa Hertig at
Coindesk, Jan 2021) In a report
she wrote that trading bitcoin is
a way for some (o escape
poverty, while learning to trade
bitcoin has become a valuable
skill set for Africans looking to

boost their income. Also. the high
unemployment rate among
employable youths. put at about 27
percont in the last few years, has
fueled the advent of Nigerian youths
into  bitcoln and cryptocurrency
trading. Some smarter-IT-savvy
youths have become entrepreneurs
by setting up crypto trading exchanges
or platforms

One other factor fuelling the
business of cryptocurrency is
the problem associated with
foreign exchange supply and
demand, especially as it affects
importers of goods and
services. For this group of
Nigerians to procure scarce
foreign exchange from the
banking sector is tantamount to
the proverbial camel passing
through the eye of a needle.
Some fortunately found solace
in the bitcoin payment system
as they could pay for their goods
with cryptocurrency almost
real time with less bottlenecks.
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Lately, the entrant of big
commercial and financial
players into the crypto space
not only fuelled demand, but
also gave authenticity and
legality to the business. Some of
the hig players include but not
limited to the following: Master
Card, PayPal, Perfect Money, |P
Margan, Wall Street, Amazon,
eBay, Visa and Alibaba while
Facebook Inc has created its
awn cain called Diemn.

Bitcoin leaped above $48,000
for the first time ever, after Tesla
said that it would soon accept
Bitcoin as payment for its
vehicles. The electric carmaker,
led by crypto enthusiast, Elon
Musk, also disclosed that Tesla
was holding $1.5 billion of
reserve cash in Bitcein rather
than traditional currency. In the
past two months, mere financial
and financial payment
companies have come out to
explain why they are
patronizing Crypta. Meanwhile,
Coinbase Global Inc. the largest
U.5. Cryptocurrency Exchange,
an April 14, 202| went through
a direct listing on the Masdag.
The debut was the first major
direct listing to tale place on the
Masdaqg. "The Coinbase direct
listing is a major milestone for
the crypto industry; It will allow
investors to gain exposure to
the business without having o
awn actual cryptocurrencies,”
said Carlos Domingo, CEQ of
Securitize, a digltal asset
securities firm.

Bitcoin isn't the enly digital
currency that's surging:
Ethereumn has nearly tripled this
year thanks in part to its role as
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the primary method of payment
used for non-fungible tokens, or
NFTs. It's now worth about
$250 billion.

Why investors jostle for the
blocl?

The phencmena rise in the
value of most cryptocurrencies
in the last few years have made
it an investment haven for
investors locking for
opportunities to male money.
Many enthusiasts believe
Bitcoin is the digital Gold. Even
non-enthusiasts like the US
Federal Reserve Bank
Chairman, Jerome Powell
reiterated that bitcoin could be
considered a substitute for gold,
thus bolstering the view of
rany market participants that
bitcoin is a new digital gold.
Powell, however, warned of the
high volatility of bitcoin.

Benefits of Cryptocurrencies
The decentralized nature of
crypto is the biggest benefit
derivable from their usage.
Investopedia identified the
following as major benefis of
cryptocurrency;

. User Autonomy

The primary attraction of
bitcoin to many users, and
indeed one of the central tenets
of cryptocurrencies more
generally, is autonomy. Users
are able to control how they
spend their money without
dealing with an intermediary
authority like a bank or
government.

4. Discretion
Bitcoin purchases are discreet.
Unless a user voluntarily

publishes his Bitcoin
transactions, his purchases are
never associated with his
personal identity, much like
cash-only purchases, and
cannot easily be traced back to
him. In fact, the anonymous
bitcoin address that is
generated for user purchases
changes with each transaction.

3. Peer-to-Peer Focus

The bitcoin payment system |s
purely peer-to-peer, meaning
that users are able to send and
receive payments to or from
anyone on the network around
the world without requiring
approval from any external
source or authority.

4. Elimination of Banking
Fees

While it is considered standard
among cryptocurrency
exchanges to charge the so-
called ‘'maker’ and 'taker’ fees as
well as occasional deposit and
withdrawal fees. bitcoin users
are not subject to the litany of
traditional banking fees
assoclated with fiat currencles.
This means no account
maintenance or minimum
balance fees, no overdraft
charges and no returned
deposit fees, among others.

5. Yery Low Transaction Fees
for International Payments
Standard wire transfers and
foreign purchases typically
involve fees and exchange costs.
With Ripple, international
payments across borders can
provide value real time
between customers in different
countries unlike what currently
operates with Swift.



6. Mobile Payments

Just like many online payment
systems, bitcoin users can pay
for their coins anywhere they
have Internet access.
However, unlike anline
payments made via bank
accounts or credit cards,
personal Information is not
necessary to complete any
transaction.

7. Accessibility

Because users can send and
receive bitcoins with only a
smartphone or computer,
bitcoin is theoretically avaiiable
to populations of users without
access to traditional banking
systems, credit cards and other
methods of payment.

8. Easy and accessible loans
Loans can be collaterized with
other cryptocurrencies. For
instance, one could pledge
Bitcoin to raise funds to buy
Ethereum unril the loan is
repaid, without losing the
Bitcoin value.

What is the technology
behind cryptocurrencies!?
Blockchain is the technology
that drives bitcoin and other
cryptos.

Blockchain is a system of
recording information ina way
that makes it difficult or
impossible to change, hack, or
cheat the system. A blockchain
is essentially a digital ledger of
transactions (DLT) that is
duplicated and distributed
across the entire network of
computer systems on the
blockchain, Transactions are
recorded with an immutable

cryptographic signature
called a hash. This means §
if one block in one chain B
was changed, it would be
immediately apparent
that |t had been
tanpered with. If hackers
wanted te corrupt a
blockchain system, they would
have to change every block in
the chain, across all of the
distributed versions of the
chain.

Are Cryptocurrencies
regulated?

Regulation of cryptocurrencies
is a current risk element. Not
much regulation is going on
because most Government
agencies cannot control
blackchain technology.

However, some
cryptocurrencies Exchanges,
especially publicly listed ones,
self-regulate and must comply
with the rules of the regulatory
authorities. They require
KNOW YOUR CUSTOMERS
(KYC) detalls for participants to
be allowed to transact on the
exchanges. By the nature of
blockchain, transactions on it
can be traced and are public.
Only the addressee can claim
the currency sent through the
blockchain. However, the
unfolding transition to
cryptocurrency globally
demands thatthe block must be
well managed, coordinated and
soundly regulated.

Conclusion: The Future of
Cryptocurrencies

Cryptocurrencies have come
to stay just like paper maney

did when tha Chinese invented

it hundreds of years ago. Also,
when people first started online
wrading of currencies, most
thaught it will go away. Today
daily trades in forex are valued
at over 5.6 Trillion US Dollars
despite the risks involved.
Trading in digital currency, stll
in its embryonic state, will
become common place as
more people understand it.
Like everything new, there are
teething problems, which will
be overcome with more
finetuning and Innovation.
Decentralization of finance,
particularly payment system is
yery attractive. Even national
governments are working on
creating their own digital
currencies called stablecoins
thus giving legitimacy to digital
currencies. According to Li Bo,
Deputy Governor of the
People's Bank of China (at a
CNBC organized forum in
Beijing on the | 8" of April 2021)
“we regard Bitcoin and
stablecoin as crypto
assets...These are investment
alternatives”. Will investing in
digital currency become the
new normal’ Time will tell.

Itegboje, FCS, was a past
President of CIS.
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Burden of Financial

Advisors in Post-Pandemic Era
By Tayo Shebanjo, FCS

ot millicns of people, what

we previously referred to as

"rormal life" was rudely
challenged in March of 2020 when
the COVID-17 pandemic led to
the complete shutdown of nearly
all facets of our lives. We could no
longer physically go to work,
church, stadium, social gatherings,
ete., and even aur children
stopped attending in-persen
classes. Ve were asked to stay at
home, not entertain guests or
neighbors, and socon after, we
started denning face-masks to
prevent the spread which already
was recording high morrality
numbers in different parts of the
glabe,

We can then say for many of us, life
will be viewed through pre and
post COVID-19 lenses, when all
the stress is over For Financial
Advisors in Migeria, business was
already experiencing some
stressful signals before the wvirus
rudely interrupted everyday living.
The regulztory requirements were
ever-chaniging, the competitive
landscape was getting tougher,
many companies were not
sufficiently capitalized to take on
newer challenges and muiti-
faceted firms were encroaching on
each other's tarrain.The Nigerian
Financial Advisor needed to up his
game to be globaly competitive.
When we refer to the Migeran
practiticner as Financial Advisor,
the term is used loosely to include
trade finance houses, stockbroking
firms, corporate finance lenders,
venture capitalists and the
burgeoning hedge fund players, all
of whom have been jostling for the
same space, the stressors that have
been building up over the wyears,
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shaping and re-shaping the financial
arena, eventually culminated in the
peak last March. We may continue
to see more of the executive
burnout and stress-induced
malaise being experienced by
Financial Advisors in many parts of
rhe world even when life returns ta
narmal, whatever “fnormal” means
to Lig going forward.

The essence of this write-up is to
caution fellow professionals to
watch their physical, mental and
emotional wellbeing to ensure that
they do not succumb to physical or
emotlonal allments thar can result
inadamaging burnout.

In the present-day financial
planning practice, MNigarian
advisors should aim at being
specialists as opposed to being
generalists and master of none, |
know for fellow stockbrokers and
invescment bankers;the trend s
mosthy to run and saolicit for clients
in the same ponds. We all love to
solicit and market ocur products
and services to banks, insurance
companies, pension funds, state
and feceral government staff
funds. universities and other public
institutions, high-net waorth
individuals and the like. The better

alternative will be for an advisor to
actually create or find his own
niche-market and develop skills
and knowledge in that area. Better
to specialize in particular areas of
the practice. Your niche may be to
serve as a long-term financial
planner e one of the following;
teachers, doctors, young
professionals, priests, sundry
traders and other specialized
persons, The advisor should go to
the basics and learn about
particular blocs of the population,
research them, their habits and
their future plans, help them save
money and plan investments
towards specilic goals and
aspiratons. Flan on the long haul
with them and eschew quick
results and easy money. These
people will remember you when
they are older and have saved
meore funds for investment. This
was one of my traits as a younger
financial planner and stockbroker,

An advisor should build a personal
brand and have a professional trait.
If you are dependable, honest,
open and very attentive to your
clients, there will always be a
referral door copen to you if you
need recommendations fram your
dependable cliznts One of the




maost important habits to ensure
you include in your branding is to
always be a good listener. In your
practice, ensure that you have a
solid customer-care desk your
clients can call for clarification er
direction. Never leave your paying
clients in a lurch and always make
time te rewrn calls. Mever
denigrate or lessen the importance
of any cliert as you don't know
what tomorrow holds. You also
know tat you should  wever
campramise on the level of the
sorvicos that you promise, always
aming higher. If yol promise to call
sarmeone back or send them same
mfermation, make sure you or
someone in your office keeps the
promise and the deadline,

In my experience both in Migaria
andinAmerica, people never fail to
recognize a snub, and they will hot
forget the slight. Make sure you
hsten to your chents and ask for
clarificarion if the scenario is grey. It
costs much more to clean up
ristalces, some of which may be
irreversible. Update your clients
on the changes in the financial
environment and aveid being
reactive to events and
circumstances, Be very
krnowledgeable about your
industry and keep your reading up
to date,

As you continue to serve your
clientele, cnsure that you also pay
attention to your own personal and
business intersets alsa. Carefully
plan for the growth of your
business and your personal life.
Ensure that you design your
personal financial plans and plan for
}TDIJI‘ owWn retirement. MFH{E surg
that as you give advice to your own
clients, you should also make
concrate EI.I'T'-'.!.I'IEEI'I'IEHI:S {DT YDIJF
retrement savings account, |ife
insurance, health-care in old age,
children's education, invesunent-
savings accounts, and as always,

CAPITAL MARKET

ensure you have an emergency
fund for contingencies.

| know it is very difficult in our
industry, but ensure that you get
regular exercises, edt healthy
meals and get good sleep to reduce
your potential negative stress, A
2019 CNBC survey found 719% of
financial advisors claimad they
experienced some moderate to
high negative stress because of
worl, The WH.O, also i 2019
officially recognized workplace
burnoutr as an occupational
phenomenon. ¥We thersfore need
to always do a sell-check-in with
ourselves and measure whatever
the stressors may be. As much as
we aim te be successful in our
practice, we need to be aware that
as humans, we are not immuna to
the travails ol work.

To ensure that we lessen the effect
of stress or potential burnout
our lives, we can adopt some of
these best practices; Il you are
really feeling stressed about worlk,
please talk to someonc about it and
tell them what you are going
through. Avoid playing macho and
keep this anomaly to yourself, You
may confide in your significant
other or seek professional help.
Always strive to control what you
in your environment like
gelting Lo work on Lime, crealing a
“"to-do” list, preparing a daily
agenda for yourself and following
up on tasks as much as you can. As
[ar the things out of your contral, if
its not gong to lead to an
unacceptable outcome, do not
wiorry too much about it. A good
exampla iz the COVID-|9
pandemic which sent millions of
people indoors or working firom

can

“ane ey

)
(i
home and has brought many
governments and global brands to
their knees. Wo one saw that
coming. One way to enjoy your
worl-life is te take periedic breaks
from work. Take regular lunch
breaks and go outside or just take a
wall, | used to take lunch-time
naps in my car, setting my phene-
alarm to wake me up at the desired
time. It gave some respite from the
workday rapetition. More
importantly, schedule regular one-
day vacatians at intervals and just
de-compress at such  times.
According to Janet Briaud of Braud
Firancial Group “stress cames and
goes, The stress doesn't come

from what happens to us but from
how we think aboutit”,

In managing our stressful
situations, have some solutions
that work for you. One way that |
dissipate mine is to read books and
magazines. Reading 15 still one of
the bast ways to enjoy "me-rime”
Your dhoice of lilerawre is what
you haveto figure out. | like to read
diverse selection of management
books, biographies, Black history
and activism books and self-
imprayement selections. There is
an authar | love whose books have
bean life-changing to me. He talks
about humans and kow we can
develop our minds, contral our
environmenl and enjay life as a
result of real "consciousness”, |
recommend these two bools by
Eckhart Tolle; "The Power of
Maw"™ amd "A Mew Earth-
Awvakening to your Life's Purpose”,

| will therefore encourage my
lellow colleagues to ensure that in
these changing times, we nead to
look after ourselves and plan far an
erl|oyable time in retirement.

Shenbanjo, MBA CLU CLTC, iso
Financial Advisor and Corporate
Compliance Proctitioner bosed
in Columbus, Chio.
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ABC of

Demutualised NGX

by David Adonri, ACS

emutualization is coined
fram the ward "Mutugl". A
mutual ocrzanization is an
association, set up by members to
satisfy their narrow interest or to
serve public interest upder a charter
They are generally notfor-profit
entities in which members are alsa

their customers. Stock Exchanges S

began as private clubs that eventually

adopted formal structures by
granting seat to members, which
entitled them to trade on the Floor of
the Exchange, and right to vote on
the Exchange's affairs, Members
were prohibited from trading with
non members, a king of menopoly
that is no longer tenable in today's
competitive economies, Under the
traditional mutuz| mode!, Exchanges
earn revenue through membership
dues, wading fees charged to
members on every transaction, initial
and annual listing fees charged to
listed companies, sale of dara and
other information t members and
the public. Homogeneity of members
lent itself to the mutual association
model when Market Cperators were
bound by same commission rate and
other execution conditions,

The mutual society model was the
traditional way of organizing Stock
Exchanges untl |990s when the
forces aof liberalization and
globalization ushered in drastic
changes to the global financial
landscape. One of such changes was
the departure from mutually
organized 5Stock Exchanges to
demutualized Exchanges.

Demutualization is the term usec to
describe the transition of a Stock
Exchange from a mutual associatien
of Exchange members, operating on
a not-for-profit basis o a limited
liability company, operating for profit
and aceountable to sharcholders.
Demutuallzatien n its many forms
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has become a widespread
phenomenon globally since 1993,
when the Stockholm Steck Exchange
blazed the wrail as the first Exchange
to demutualize. 3Several other
renawned Stock Excharges like
Amsterdam, London, Deutsche,
Paris, Heng Kong, Teronto, Chicago,
MASDAG, ete fallowed suit in quick
siccesslons, After several years of
resisting the domino effect, the highly
reverad Mew Yorle Stoek Exchange
Lthat was established in 17922
succumbed to the inevitable and
demutualized in 2006, Africa has alsc
lad it's fair share of demutualzation,
|ehannesburg, Mairobi, Mauritius,
Seychelles, Rwandan, Casablanca and
BRWM, Stock Exchanges in Africazre
demutualized,

With passage of the Demutualization
Act by the Mational Assembly, and
approvals by 5EC and CAC, The
Migerian Stack Exchange (NSE| has
become the latest Exchange 1o be
demutuaized. The MSE was was
established by an Act of Parliament in
960 as a mumal, neot-for-profic
organization, limited by guarantee of
its members, For sty wears of
existence, it has functiored as a
charitable organization, consisting of
members but not owners, [t's surplus
income was not distributable but
retained. The situation has now
changed hecause of it's new
corporate status, It can now make
profit, distribute same tao
sharehalders and also pay corporate
iPeeTe ta

Tha |ourney to demutualization
stated arcund 2009, during the
tenure of Oba Ctudeko as President
and Prafesser Mdi Olkerale- Onyiuloe
as Director General of The NEE, The
decision was made in 2009 ar
thereabout by the Councll of The
MSE at a special retrear in South
Africa, Scon after that retreat,
Courncil of The M5E descended into a
brutal power struggle which many
believed was attributable to the
jostling between contending
principalities for ownership of the
proposed demutualized Exchange.
Twelve years after the idea was
muted, the demutualization has
crystallized  without any of the
contending adversaries hijacking
ownership of the Exchange.
Actualization of The NSE
demutualization without any rancour
is a remarkable event and a
watershed init's anaof history:

Demutualization of Exchanges
decouple membership {and veting
rights) from the right of acoess o
trading. Without demutuzlization. an
Exchange continues to be anp
extension of the interast of iv's mutual
members. Whan those interests start
ta divert and are no mores commaon,
Inmenvation and competitiveness are
impeded. Demutual zation
deparsonalizes those interests by
altering the goverrance structure of
the Exchange although, it's
operations and services may remain
the same. Demutualization can rid an
Exchange of corrupt self regulation as
evidenced by the credibility crisis that
rocked The MSE between 2005 and
2009, and spur governance beyond
the narrewy interest of members, It
can mave the Capital Mar«et beyond
the narrow interest of members by
creating a more market oriented
Exchange. The Exchange may still be
regarded as serving a public function
and may act as a self regulating



organization (SRO), However, access
te trading becomes a matter of
contract with the Exchange; with
Broleers and Dealers simply signing in
a5 Users or participants.

Several changes inthe Capital Marke:
necessitate demutualization-
Internationalization of financial
services cantinue ta breakdown the
traditional structures that favour
local intermediaries which large
glabal financial institutions have loss
stalea In, The logic of the traditoenal
member - run Stock Exchange has
now been eroded and the business
goals of Exchanges have changed.
Exchanges are increasingly becoming
technology and liquidity providers,
requiring expertise, skills and
ingenuity Lhat vay be puch diffaren,
fram those endowed by anly
situating around brokerage business.

Demutualization has mainly been
driven by busines: considerations
rather than regulatory concerns. It
has been looked at as a means of
moeting develepmental and
competitive challenges and even to
address failure to carryout credible
operations. Due te growing
liberalization and deregulation of
economies, several areas of
monopoly are being opered Up to
competiticn. As a result, many
Security Exchanges are springing up
in local markers, causing widespread
carripetition. Due 1o competilion
among Exchanges, attracting listings
has drastically changed in dynamics.
Globalization has also heightened
glabal competition amoeng Exchanges
across borders. Disruption by
Fintech has broken down barriers to
shifting of liquidity between
Exchanges worlowide, online and
realtime, taking competition for
liguidity to unprecedented levels.
One response to chese ncreasing
competition, particularly across
borders from large Exchanges that
draw listings and trading globally, has
bean the formation of stratagic
alliances  and  mergers  belwean
smaller Exchanges. For example,
Euronext Exchange which i an
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alliance between Paris, Amsterdam
and Brussels, enables them to
compete effectively against Londen
and Deutsche S5tock Exchanges.
Demutuzlization made it possible,
This is a possihility that was hitherta
not avallable ta The MNSE. The MNSE is
now open to alliances, merger and
acquisiticn from interested parties
worldwide, under well defined and
guantifable values exchange rate,

An important rocason for
demurtualization to corporate
organization, is o unlock more
avenues for capital mebilization, to
finance operations and strategic
plans. Beyond the traditional sources
of funding itself, The MSE has
unlimited access now to mobilizing
funds  Trom the investing  public
warldwide, threugh issuance aof it's
own securines. Demutualization
leads to capital raising flexibility. The
MSE can also now maximize it's
profits by commercialization of it's
sarvices in line with what the market
can bear. This expected
enhancement in financial stacus will
enable The MSE to continuoushy
upscale in every ramification.

There are sevaral models of
demutuaization. In some instances,
limitations are imposed by law on the
maximum opwnership stake a
shareholder can have in the
demutualized entity. The
Demutualization Act of The Nigerian
stock Exchange, together with the
rules of SEC puts this at 5%.
Demutuzlization may alse be partial,
where the shares of the emergent
company are held privately by
erstwhile mutual members.
Heowever, demutualization of The
MSE is full because s holding
company will be listed and publichy
traded. Any investor can buy the
shares of The Migerian Stock
Exchange PLC after listing in due
COurse,

Damurualization creates zpacial
corporate governaice needs due (o
the public interest responsibilities of
Stock Exchanges, and their position
in the financial swructure of
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economies. As Exchanges becoime
demutualized, their regulatory role
becomes more difficult and yet, the
advantages of self regulation are not
easily discarded. Demutualization
will nor erade the standards for
participants and issuers, nor the
enforcement of those standards,
despite need to achieve competitive
edge. A npew dilemma is also
introduced mta the equation by
virtue of being a regulator and an
issucr, if the demutualized Exchange
is also listed on its Exchange for
trading, To forestall any conflict of
intarest that may arise, The MSE has
established an independent
regulatory company to regulate ts
market dispassionately, This should
elicit issuers' and investors'
conflidence in The WNSE,
nobwithstanding its new conflicring
roles in the Capital Market,

While demutualization is seen as a
cure for the crippling self interest
attendant to mutual organizations,
the tramsformation c¢an lead o
sacrifies ef cthics and profossianalism
iwhich are hallmark of fratarnities),
at the alters of cemmercial
expediences. This will challenge
stakeholders to balance the public
intzrast role of the Exchange with it's
commercial goals. Since the investing
puslic wall be controllers of the
governance of the emerging Stock
Exchange Group, sharehelders will
cerlainly ensure thal the standards of
corporate disclosure, transparency,
trust and integrity expected from
public guotatien, remains the
hallimark of the new entity. The
Migerian Stock Exchange PLC. by
wirtue of it's listing, will definitely add
to the profimble, safe and liquid
investment outets in the Capital
Market i which investors can
deepen their investment choices.

ADOMRI, s the CEC,
HIGHCAF SECURITIES
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LEVERAGING LESSONS OF
COVID-19 FOR CAPITAL MARKET

nDecember 2019, a new disease

labeled Coronavirus Disease

2019 (aka Cowvid 19) was
observed in China, Less than two
months later, the World Health
Crgarisation (WHO) had cause to
declare a global health emergency
directly related m tha disease, and
eventually on March 11, 2020,
Cowid |19 was declared a pandemic.
By 2lst May 2021, |66m cases of
Covid 19 had been reported
worldwide with 3.43m deaths,

The irmpact of Covid 19 onthe glalsl
economy can only be describad as
devastating, Deaesparate
contalnment measures, Including
partial and wholesale lockdowns,
wearing of nose masks, adherence
te social distancing and use of
sanitizers among others  were
enforced by goverhments in various
countries to stem the tide with
different cutcomes. The measures
have created disruptions in the
organic functions of every society,
The pandemic resulted in re-
orolering of the status yuo, creating a
world with new systems, cultures,
and priorities which have bacoma
new normal. The Waorld Bank
estimated a 6.9%% contraction In
glebal Gross Domestic Product
(GDP) in 2020 while the
International Monetary Fund's more
bullish analysis came up with a
negative grawth figure of -3.5%a.
The Low- and Middle-Income
Countries haye been particularly hit,
especially with the increased
pressure on thair already weak
health infrastructure. Migera is not
an exception.

The Securities and Exchange
Commission (3EC), on April 1§,
2020, inaugurated the Capital
Market Support Committee on
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By Edikan Ekong, FCS

Covid-1? to coordinate the capital
market’s efferts in mitigating the
impact of the pandemic on the
vulnerable and less privileged. The
Committee has been busy.
distributing palliative items to
various parts of the country,
particularly those places where the
rmestyulnerable abound.

Although the pandemic is nat yet
gone as at the titne of writing this

piece, there is a reasonable mezsure
of optimism that with reasonably

potent vaccines in creulation since
December 2020, there is cause to
be optimistic that the worst is over

with respect to the most damaging
health crisis witnessed by modern
society.

What will the new world be like.
post-covid, especially with respect
to my constituency, the capital
market? The answer, | think is
already here with us: 2 new normal,
a new way of lIfe, a naw economic
order. There are already indications
that measures that were initially
intended as guick fix have had such
amazing impact to be considered
permanent,

| have collated and articulated my
vision of business life post - covid,
which | want to share with you. |
balieve thesa critical areas of covid —
induced adjustments may just define

the shape of our new way of [ife, in
micre and macro dinensions.

Review of Business Processes for
Continuity
While desperate measures were
introduced at the corporate level to
mitigate the effect af the pandamic
on corperate perfermance, it has
been realized now that many of
those measures should have been
introduced uch earlier, A loorless
Stock Exchange, for example, was
initially an emergency action, but has
stinge had such an inpact that imakes
it likely to be retained as a
permanent feature of the capital
marker.

At my personal level, 1 have alse
come to realize that my work asa
researcher [ ecanomic analyst has
beeri far more preductive and
articulate since beng compelled
ta work from home. It has
become more convenient to
research and write, sleep, wake
up and just continue from where
you stopped. L suddenly davens
on me now that the combined 4
hours on avaraga that | spent on the
road just to get to the office and
return home every day were sucha
waska.

Organizations are fast taking these
facters inte consideration in
designing (or re-designing) ther
work processes. The entire
operational network will be made
flexible and adaptable to emargency
seenarios. Operational Manuals will
be re-designed to reflect an effective
Business Continuity remplate which
will be revised regularly, at least half
yearly, ln doing this, management
will identify which aspects of the
firm’s operatons are particularky
vulnerable in the event of disasters



and make appropriate
arrangements to address those
R =i

Communication

Serious and forward-lacking
organizations have seen and
accepted the urgency of putting In
place an official Communication
Policy conaining. among others, an
approval mechanism that does not
require paper, Thisis donesin various
ways; through a robust ERFP
solution, approved email, skype or
Whatsapp accounts. Whatever
means adopted are such that the
messages are recordable and sasily
retrievable when required. Events
such as General Meetings, training
programimes and examinations are
being structured to operate through
both physical classrooms and online
platfarms, with the ultimate long-
term vision favering online mode,

Ir the capital market, regulators
have seized on the opportunity ta
Creane new, short cur pm:‘.esses
using digital technology. | believe
that the processes of registering
new saclpfitizs. renewing
registration licenses, and others will
be a |lot faster, cost effective and
seamless, going forward,

Accounting

Accounts Depariments are
developing flexible processes thac
ensure  cash flew and ancillary
finance operanans are minimally
impacted i crisis perods. These
payments platfarms are fully
integrated to enable online
payments by customers without any
nead ta wvisit the office. This alsa
means thas the accounting software
is robust enough and fully integrazed
with the webste and payment
platforms,

Marketingand Customer Sarvice

The wision for the marlketng
function is perhaps the most
realistic, because alot ef icis already
inwids usage. Mastmediumtolarge
scale firms have already developed a

framework to engage customers
remately, with minirmal pesd for
thosa custemers to visit the office.

Organlzatlons are Identifylng unigue
business cpportunities in various
disaster situations and putting roady
plans and tools in place to take
advantage when the nzed arises.
For example, some products may
get a competitive advantage during a
social disaster simiation. W the
organization is prepared, they can
take advaniage immediately.

Business owners and managers have
rezlized the importance of creating
corporare websites and social
media sites that are optimally
efficient, interactive, and consistent
in perforrmance. atiracting as many
followers and daily visitors as
possible. To maximize management
output, the site managers are
increasingly providing management
with relevant analytics - quantitatve
and qualitative - on the performance
of the arganization’s web platforms
onaragular basis.

Human Resource Development
Achieving satisfactary operational
standard ata competitive level in the
new world will require substantial
investment i the firm's human
resources, 5Staff, especially those
performing essential functions will
be provided with mobile office tools
like laptops, mobile phones and
data, etc. These will be
complimented by robust training on
Information Technolegy (including
cyber security] and effecrive
cUstome:- SEMCE, ﬂ.r‘ﬁﬂl"lg others.
Budgeting for Business
Continuity

One of the accentuated trends
induced by Cowd-19 is that an
increasing number of  business
enterprises have begun to set aside
a significant parcentage of thair
annual budgets for Business
Contnuity, In many cases, the fund
is appropriated monthly and pucina
dedicated accaunt till the end of the
year, The global pandemic has

highlighted the need for every
corporate organization to have a
workable Business Continuity
Template In place; the purpose
being to have a ready-made
aleornative  arrangement far the
organization to continue Its
operation unfettered, or with the
minimim possible disruption during
an unexpected disaster. The
template should also provide a
strategy for the firm to resume
normal operations at the fastest
possibla time when the crisis ends.
An institution that displays am
effective business continuity
strategy during a social crisis
obviously will gair a higher level of
trust from Jts customers and
through that, win over more
customers. Apart from the
pandemic - induced lockdowns,
there are various other situations
that can trigger a similar impact on
society: For nstance, the fire
outbreak in Bookshop House back
in 2017, forced the tenants to
relacate withott the privilege of any
prior planning. Caonsequently,
instituting an eflective business
continuicy template is an absolute
necessity for all categories of
business enterprises.

In conclusion, this paper has
attempted to establish the fact that
innovations forced on business
enterprises during the covid-|%
pandemic have become,
collectively, a necessity even in the
face of a healthy, pandemic — free
saciety. The Nigerian Capiral
Market has to build on the new
processes adopted in the past year
and a half and cantifue ta harness
the power of technology inforging a
truly world class market.

Ekone, FCS, is the Head, Research &
Technical, Chartered Institute of
Stockbrokers

SEPTEMBER 2021 |21



Capital Morket, Hon. Babangida Ibrahim, ACS, Lillian Olubi, Prof. (Mrs) Ndi Okereke-Onyiuke, OON,

with CI5' Principal Officers and Immediate Tunde Amolegbe, Elizabeth Ebi, Mike ltegboje,
past President, Dapo Adekofe FCS and Flona Ahime.

; ' PO o
CIS* Principal Officars’ courtusy visit to Members of CIS’ Disciplinary Tribunal and
Prof. {Mrs) Ndi Okereke- Onyuike, OON, Investigative Panel with Emeritus Judge,
former Director- General of The Nigerian Stock Exchange Justice Adesuyi Olateru-Olagbegi (4th from Right)
{mow NGX), outgoing Registrar and Chief Executive,

Adedeji Ajadi, FCS with CI5® President, Olotunde Amolegbe, FC5

and 2nd Vice President, Oluropo Dada, FCS

| ﬁ . ...'

Outgoing Registrar, CIS, Adedeji Ajdi, FCS, with CI5" Principal Officers” courtesy visit to
I'st Vice President, Oluwole Adeosun, FCS Hon. Minister of Education, Mallam Adamu Adamu
in Abujeo

The Chairman, Stanbic IBTC, Atedo Peterside {middle) Managing Director, Lagos Commadity and Futures
and hiz wife with Tunde Amoleghbe, Adedeji Ajadi ond Exchange (LCFE), Akin Akeredolu-Ale, FCS (2nd left)
Edikan Eltang during Peterside’s Investiture with Tunde Amolegbe, Ropo Dada and Adedeji Ajady

as Honorary Fellow of €IS during sigming of MolJ between LCFE and CI5.
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CI5* Principal Officers’ courtesy visit to
Bank of Industry’s Monaging Director,
Qlukayode Pitan

CI5* Principal Officers’ courtesy visit to
Executive Chairman, FIRS, Mohommad Nami
in Abuja.

[ A
Senctor lbikunle Amaosun, Chairmaon, Senate Committee
on Capital Market, presenting a paper
at CI5* 2020 Annual Conference

GET CERTIFIER WM
AN INTERMATIOHRAL X
|MVESTMEHT METITL

e

1
Governor Gboyego Oyetola, Governor, State of Osum,
speaking at CI5” Annual Conference 2020

CI5" Principal Officers’ courtesy visit to
Minister of Industry, Trade and liwestment,
Otunba Niyi Adeboye in Abuja.

President and Chairman of Governing Council, CIS,
Tunde Amalegbe, FCS, welcoming puests
at C15° 2020 Annual Conference

Deborah Fubr, Managing Partner, ETFGL, UK,
speaking ot the CI5" Annuol Conference 2020
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Our Stock Market beat inflation
last year, Says Amolegbe

and Chairman, Governing

Council, CIS, Mr Olatunde
Amoleghe, FCS, speaks with
Nigerian Stockbroker on  wide
range of issues on merket
development, including the new
model of Institute's certification
processes in line with the global
standard.

I n this interview, the President

The Stock market in Nigeria has
been largely characterized by
uncertainty over a leng period.
What will you attribute to this?

The glabal financial system melt
down which hit Nigeria in 2008,
followed by the banking sector
crisis of 2009 led to massive
losses to investors. Sadly, the
fear still lingers even though the
Migerian capital market has
undergone tremendous
restructuring and improvement
leading to the market being the
best performing in Africain 2017
and the best in the world in
2020,

Second, is the sometimes
inconsistent raft of economic
policics from our policy makers,
which tends to send the wrong
signals to investors, eg the last
MTN saga. Third is the fact that
foreign investors constitute a
significant proportion of
investors in the Nigerian capital
market, and these foreign
investors are known to be
nomadic in nature, fleeing to any
destination that offers them
superior returns.

At this period of negative return
on investment what are the
options for equity investors !
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The perceived negative returns
Is generalized and is part of a
normal price movement cyde.
The market will soon move into
bullish territory. Meanwhile,
note the bullish run of Eterna Qil
recently, just like MTN last year.
So, with good investment advice
from your stockbroker you can
always beat the market and
inflation. Please note that our
Stock market beatinflation last
year. Investment in equity is a
hedge against inflation. An
investor enjoys capital gain,
dividend and bonus sharers. The
combination of these can serve
as a hedge againstinflation.

In what way is the Chartered
Institute of Steckbrokers
handling investor education ?

We undertake Career Talk
pregrammes in various
academic institutions across the
country every year, We havealso
structured many of owr CPD
presentation to benefit non
members of the institute,

How will you explain the
demutualsation of The Nigerian
Stock Exchange, now The
Nigerian Exchange Limited
(NGX)toalay man?

it simply means that the
Exchange has transformed from
a not-for-profit entity to a full-
fledged profit-making
enterprise. The Exchange has
since changed its name to The
Nigerian Exchange Goup (NGX)
with two subsidiary companies

-
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also created,

What are the benefits of
demutualisation to the investors
and the marker?

The Exchange will become
more efficient in delivering
world class services.

Anybody can now buy the sharas
of the NGX, as it is quoted on
the NASD OTC market.

How can the Nigerian Capital
Market attract foreign portolio
investors (FPI) and foreign
Direct lnvestment (FDI) in the
wake of the ongoing tough
operating climate. ?

First, there must be consistency
in government policy
formulation.

The investment climate in the
country should be significantly
improved, je multiple taxations,
infrastructure etc.The overall
insecurity situation should be
contained.



What should be dane to attract
more indigenous investors into
the stock market?

Enlightenment to the investors
that the market is now safer and
more dynamic than 8 and 9 years
ago. The financial journalists
should join hands with CIS to
pass correct and cogent
information to the investors.
The market is virtually a virgin
territory now, but most
potential investors do not know.
Pecple need to be educated
about the vast benefits of
investing in the stocle market,
Laalk ar rhe extramealy high
returns that investors made in
the market last year. Grant: At
CIS, we have consistently
embarked con a Capital Market
Literacy drive every year, visiting
schools as well as youth and
woamen centres across the
country, to educate the
populace about the capital
market. This effort can be
significantly boosted if the
Institute recejves financial
support from government and
other key donor institutions.

Recently, the Chartered
Institute of Stockbrokers issued
a statement that it has upgraded
its certification processes and
procedures, can you Eive a
backgraund tathis. ?

One of the most profound new
developments at the Chartered
Institute of Stockbrokers (CIS) is
the Specialised Professional
Certification (SPC) scheme.
Prior to this time, the institute
had a single, amnibus
Professional Qualification
schame which qualified holders
for induction as full fledged

The

Chartered Stockbrokers.
only other certification was the

Diploma 1n Securities and
Investment (D5A) programme
which is essentially a junior
gualification targeted at
secondary school certificate
holders or professionals in fields
outside Securities and
Investment.

As a means of developing our
capital market te global
standards, we recently
introduced the Specialised
Professional Certification (SPC)
programme which enables
students of CIS' Professional
Examinations to specializein any
major area of capital market
activity of their choice. The
options are as follows :Equities
Dealing, Fixed Income Dealing,
S5hare Registration and
Custodianship Services,
Investment Management,
Financial Adwvisory and
Commeodity Trading and
Derivatives. Meanwhile,
candidates who want to go the
whole hog and sit for all the
course areas can still do so and
receive the omnibus
professional qualification.

What arc the benefits of the

new certification praocedures?

It encourages those
professionals whose jobs have
basically focused on one specific
area of the capital market to
obtain the CIS certification
within a much shorter
preparation period.

It helps us to produce a larger
number of competent capital
market practitioners to serve
the country. It is another positive
step that we have taken to
replicate the best standards
practiced in the advanced stock
markets of theworld.

What policy initiatives should
the federal government put in
place to deepen the MNigerian
Capital Market?

It is the Stockbroking firms and
Issuing Houses that will create
products to deepen the market.
The responsibility of
government is to create the
enabling environment for these
Capital Market Operators to
operate profitably and hire the
best brains to weork for them.
The CBN and banks should be
more flexible and disposed
towards providing liguidity to
Stockbroking HousesThe
market itself needs stability for
new products to be created, and
this ean bhe enhanced by
PenCom making it possible for
Pension Funds to invest a higher
minimum percentage of their
assets in the stock market as
done in the advanced capital
markets of the world.
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Nigeria's Debt Profile:
Appraising the Current Situation

By Oluwaseun Arambada, Kelechi Chidi-thuoma, and Habeeb Jimoh

Nigeria's Debt Profile

Over the years, Nigeria's debt
stock has continued to grow, In
the space of 9 years, debt levels
have moved from just about
NGN7trn in 2012 to aver
NGN30.00tm in 2020, This
obviously has raised fiscal
sustainability concerns given
the country's tardy revenue
mobilization and the absence of
strong GDP numbers to show
for it. More-so, with this trend
has come the increased
appetite for foreign
borrowings. Between 2012 and
2020, the composition of
external borrowings in total
debt stockwent from 149% to
39% and still rising.

A quick loak inta the country 's
debt history revealed that
increased interest in external
borrowings dates to the
Reconstruction, Reconciliation
and Rehabilitation initiative
following the civil war. Although
fiscal buffers were sufficient
(largely due to the il boom
between 1971-1981) to justify
borrowings at the time, realities
have since changed following
the oil glut that soon ensued.
With crude oil prices art histaric
lows, meeting debt obligations
became an uphill task which
resulted to the accumulation of
interests and penalties. The
country rescheduled its
external debt on four accasions
between 986 and 2000 before
eventually making attempts to
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get a debt relief from its largest
external debt provider (The
Paris Club). In 2005, it
successfully secured a debt
relief of about USD18.00bn on
its outstanding obligation of
USD30.84bnfrom the Paris
Club.At the time, the country's
debt level was deemed
unsustainable with debt-to-
GDP at 58% - almost double
the World bank recommended
level of 30%, and debt-to-
revenue at4 2%,

Total Public

B Domestic External Total MEM A
3292
27.40
24,39
21.73
17.36 12.71
9,02
: 1Z2.60 5,74 7.76
1pps 1124 3.48
ﬁ 1 1 S i i i i
2012 2013 2014 2015 216 2017 2018 2019 2020
Source: DMO, considered healthy.Moreover,

At current debt levels,a key
concern is the constricting fiscal
space. For a developing
country, fiscal deficits within
manageable bands are favoured
to stimulate economic growth.
However, above certain
thresholds, the countrv runs
the risk of a deficit-debt cycle
and a resulting debt overhang.
Thus, rising debt profile
narrows the room (fiscal space)
in which fiscal deficits are

While the external debt
situation improved after the
relief was granted, it did not
take too long for a
relapse.External debt is
currently higher (USD32.35bn)
than it was in 2005 (USD20.48).
The Federal
government'sdomestic debt
has alse moved nerthward
since 2005, growing from

MGMI.53trn in 2005 to
NGN16.02trnin 2020,

Debt Position

public finance in Migeria is
bedeviled by the dependence
on oil revenue which opens the
country to the vagaries of the
international oil market. Over
the wears.c.65% of revenue
generated has come from oil
receipts and with the oil price
volatility, revenus projection
with reasonable certainty
becomes difficulc. In 2020,
revenueprojection
benchmarked con il prices at

was



GOVERNMENT POLICY
_— e

USD57 per barrel. However,
this was revised following the
global health crisis which
affectedeoil prices negatively,
thus resulting to a revision of
the budget and key underlying
assumptions(ocilprice
benchmark revisedto USD28
per barrel}.For non-oil
Inflows,which comprise ofCIT
(Company Income Tax), VAT
{(Value Added Tax), FIT
(Personal Income Tax), Special
levies and Customsand Excise
Duties, actual revenue
generated from these streams
continue to fall below budget
estimate. According to the
Budget Office,revenue from
VAT fell shoart fram
projectionsby34.48% and CIT
by 20.59%6 as at 9M:2020. The
realization of revenue from the
non-oil scgment remains
constrained by inefficiencies
incollection channels.

It is important however to note
that the near- medium term
outlook for the oil industry is
not as bright as in the past
decade. Y¥e find this to be true
when we consider the recent
decarbonization trendsin
addition to the time horizon
global economic activities are
expected at pre-COVID levels.
Also, compliance o OPEC
quota should keep production
volumes at around | .58mbpd-
thus, further limitingproceeds
frem oil-related
activities.Meanwhlle,
regulatory uncertainty and
policy somersaults also pose
dewnside risk te non-oil
ravenue,

In the202lbudeet expected

revenue is pegged
athGN7.99trn  (oil receipts:
25.48%, non-oil revenue:
8.76% and others: 55.77%),
while total expenditure at
NGMI3.5%un. This implies a
budget deficit of NGN5.60trmn.
The deficit represents 3.63%
of GDP which isslightly above
the 3.6% threshold
recommended in the Fiscal
Responsibility Act, 2007.The
derived deficit is expected to be
funded by even more debt
(NGMN4.6%trn), sale of

i
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Government assets
(MGND.21trn), and
multilateral/bilateral project-
tied loans (NGNO.7 I trn).From
the foregoing, total debt stock
is expected atNGMN38.68trn in
2021,

We can posit that the current
debt level is unhealthy for
growth and unsustainable in the
long term. Critical areas we
think should be considered are
revenue maobilization and
reduced cost of governance.

Revenue and Expenditure Trend

Heveque B Expenditure

MGEMNZ5trn
MGNZOLrR
NGNSt
MEMN 10trn _ 44

_ 6.06
NGNSt 7.17 &.57 {13

3.42 3.86 B
MGMtrn L L L I

2015 2016 2017 2014 2019 2020 2021
Source: Budget Office capital projects.in the near

term, debt service to revenue s

Impact Analysis expected to remain highas
Debt Servicing government revenue remain

In addition to the inadequate
revenue base, the cost of
servicing debts has often
accentuated the country's fiscal
wealness, As at 9M:2020, total
debt service of the country was
MNGMN2.0ltrn.representing
78.82% of realized revenue
during the period.A direct
consequence of this is the
erosion of cash which
otherwise could have been
used in funding preductive

uninspiringand debt continues
to build up.Furthermore,
investors are expected to
demand for higher rates on
treasury instruments to
compensate for the extremely
high inflation, thereby driving
up the debt service obligation.
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Debt service to realizedrevenue
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Crowding Out Private
Investment

A major cause for concern
stemming from rising debt
levels is the crowd-out effect
on private investments. Given
fixed amounts of [oanable funds
in an economy, increasing

participation of the

2016 2017 2018

government in the debt markert
narrows the opportunity for
flow of credit to the private
sector. Consequently, this stifle
private sector investments in
the real econemy. In the case of
Migeria, while the CBN's effort
to improve credit to the private
could be applauded, at current

2018 2020

levels credit to the private
sector pales when compared to
potential funds that could flow
to real sector investment.
However, the appetite for
government securities is best
seen when we consider the
level of oversubscription at
treasury instruments auction.

Domestic credit to private sector vs Debt to GDP

m—— Cnniactic credit to private sector (% of GDP)
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Periscoping the right
Investment Ratios

By Josiah Dimeji Akerewusi,

FCS, FCA, ACSI, ACTI, ANIM. MBA.

orporate entities

and individuals

make investment
decisions (whether long
term or short term) for
different reasons. It ranges
from the need to generate
more income in the form
of return on the invested
capital, save for retirement
or outperform inflation.
However, investment
decision does not only
come with returns but also
with some inherent risks.
Hence, making investment
decision requires a holistic
analysis which serves as the
guiding light for investors
to ensure the right balance
between risk and return.
Financial ratio is one of the
tools employed by
investors in gaining insight
intc an organization's
business activities, financial
performance and position
which is then used to
determine if the entity is
worth investing in.
Financial ratios are
generated from an entity’s
financial statements, used
b}l" investors to assess an
entity’s financial health and
its ability to generate

returns on invested capital.
The statements serve
different users with diverse
needs. Users of financial
statements include
investors, government,
employees, creditors,
company's management,
credit rating agencies, bank
and other financial
institutions, customers,
competitors, and
investment analysts. For
instance, financial
statements reveal how
management has utilised
entity’'s resources
committed into its hand.
Investors and investment
advisers employ different

financial ratios in analysing
the business and economic
activities of a company to
guide investors in making
appropriate inyvestment
decision.

It should be noted that
financial ratios calculated
for a company cannot be
used in isolation as they
have to be compared to
the company's past
performance, industry
average and results of
similar entities.
Furthermore, there are
numercus financial ratios
that are used for different
purposes and by different
users, Our focal pointis on

measurc

pc

S Profitabil

~
O
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used

commonly
investment ratios by
investors:

|. Price-Earnings ratio
Price-earnings ratio
compares the amount of
the company’s earning
with its market share price.
This ratio is considered
important in making
investment decision as it
provides an insight on what
to expect from the point of
view of reward-rislc on
investment in a company. A
high price-earnings ratio
may indicate that the
market expects earnings to
increase in the future while
a low price-earnings ratio
means that a company’s
prospect for earning per
share growth are expected
to be meagre.

Price-earnings ratio=
Marketshare price

Earnings per share
2. Earnings per share
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(EPS)
Earnings per share is a
measure of how much
money an entity makes for
each equity share, EPS is a
ratio that is of great
interest to investors as it
indicates an entity's
profitability and corporate
value. Preference
dividends are excluded
from the calculation
becauseitis like interest on
debt which needs to be
settled before paying
ordinary shareholders.
The higher the earning per
share of an enticy, the more
it attracts investors. There
are basically two types of
earning per share used in
measuring profitability for
shareholders. They are
basic earnings per share
and diluted earnings per
share. Basic EPS is
calculated on the
outstanding equity shares
of a company while Diluted
EPS includes convertible
shares such as employee

stock
warrants.

options and

Earnings per share= Profit
after tax-preference
dividend

Weighted average
shares outstanding

3. Dividend Per Share
(DPS)

Dividend per share (DPS) is
an amount of dividend paid
by a company to its
shareholders bhased on
their shareholding.
Dividend pershareisavery
impeortant ratio to
investors as it tells an
investor how much of the
entity's dividend, he is
receiving on a per share
basis. An entity that pays
regular dividend to its
shareholder will attract
more investors, most
especially, investors that
are older in terms of age as
it is generally believed that
the company is doing well.
Investors often compare
the dividend per share of a
company to its past
records and its peers in
order to ascertain if they
are getting value on their
return.

Dividend per share =
Annual dividend

Number ofshares



4, Earnings yield
Earnings yield refers to the
earnings per share of an
entity divided by its
current market share
price.

It helps investors to know
whether their shares are
undervalued or overvalued
depending on the
percentage of the yield
when compared to other
companies in the same
industry.

Earning yield=Earnings
pershare *100

Stock Market price per
share

5. Dividend yield
Dividend yield is a financial
ratic which measures the
amount of cash dividend
paid to shareholders
relative to the market
value per share. The
dividend yield gives
understanding into the
business strategy of an
entity either it pays regular
dividend or reinvest its
profit. It should be noted
however, that dividend
yield ratio does not really
show that a company is
good or bad but it is mostly
used by investors to
determine which stock isin
tune with their investment
strategy.

Dividend yield= Annual
dividend per share *| 00

Market Price per share
6. Dividend Coverage
Ratio (DCR)

Dividend coverage ratio
also known as dividend
cover ratio measures the
number of times an entity's
dividend is covered by its
profit over a period of
time. That is, amount of
dividend that an entity can
pay from its profits over a
period of time. Investors
use this ratio to assess an
entity’'s ability to pay
regular dividend to its
sharcholders. A high
dividend cover ratio may
suggest a low risk that the
entity will not be able to
make regular dividend
payment and a ratio that is
less than one may suggest a
high risk that the entity will
be able to make regular
dividend payment without
borrowing.

Dividend coverage ratio
= Profitafter tax

Dividend declared

7. Current Ratio
Current ratio is a liquidity
ratio which measures the
ability of a company to
settle its short-term
liabilities as they fall due. It
is generally believed that
the ideal current ratio is 2: |
which otherwise means
that the entity's current
asset doubles it current
liability and also a sign of
sound financial capability of
an entity. However, a
current ratio of less than
one is an indication that a
company has liquidity
problem. Also, if a
company has a current
ratio that is very high
compared to similar
company in the same
industry or compared to
the industry average might
be an indication that
management is not using its

SEPTEMBER 2021 |31



assets efficiently.

Current Ratio= Current
assets
Currentliabilities

8. Quick Ratio

The quick ratio or acid test
ratio is ancther type of
ratio that measures the
short-term liquidity of an
entity and measures the
same thing like current
ratio. However, inventory
is usually excluded in the
current asset used in
calculating quick ratio
because itis believed that it
takes time to convert
inventory to cash.

Quick ratic = Currents
Assets-Inventory

> Y SEE S B D
liabilities

9. Return on capital
employed (ROCE)
Return on capital
employed is a measure of
how much an entity earns
on its capital employed
(invested). ROCE shows
how efficient and
profitable an entity is in
relation to its capital
investment. Expectedly, a
company's ROCE should
be higher than its cost of
capital. For instance, a
company is losing money if
its return on capital
employed is 10% and its
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cost of borrowing fund is
| 5%.

ROCE = Earnings before
interestandtax * 100

Capital employed

I10. Return on assets
(ROA)

Return on assets measures
how efficient and effective
an entity uses its assets to
generate profit during a
period. It is a good
measure to assess an
entity’s ability to generate
profit on its total assets and
how effective it has utilised
its assets. Investors usually
desire an entity with a high
return on asset ratic
because it shows that the
company 1s effectively
managing its assets to
generate greater amount
of Profit after tax. Return
on assets is calculated
simply by dividing an
entity's Profit after tax by
total assets. It is then
expressed as a percentage.
Return on assets= Profit
aftertax*100

Total assets

Despite all the benefits that
investment ratios offer,
they suffer some
limitations as the financial
statements from which
investment rat|os are
derived are based on
historical information.

Similarly, in a situation
where the financial
statements are doctored,
investment ratios
calculated will also be faulty
and any decision make
based on the ratios will bea
wrong. Also, investment
ratios are not totally
dependable and they must
be used after other lactors
like general economic
conditions, industry
position, position of the
company in the industry,
the stage of the company in
its life-cycle among other
factors have been
considered. Financial ratios
do not take into account
non -financial factors.

In conclusioan,
notwithstanding the
aforementicned
limitations, investment
ratio remains one of the
tools usually use by
investors to assess the
financial health of a
company and to also make
investment decisions.

Akerewusi is the Ag.
Registrar ond Chief
Executive, CIS



Pilot Questions - 2021

Paper 3.0(A) Section B (Theory)

Quastion 1 - Fixed Income Valuation & Analysis

A 30-yeoar meturity bond hos @ 7% coupon rate, paid annually, It sclls today for M867.42. & 20-yoar
maturity ponds has 6.5% coupon rate, also paid annually. It sells today for M879.50. & bond market
analyst forecasts that in 5 years, 25-vear maturity bonds will sel at yvields to maturty of 8% and 15-
yea™ maturity bonds will scll at yiclds of 7.5%. Because the yield curve is upward sloping, the analyst
belloves thot coupohns will be reinvosted in short-torm scouritics of 6%,

Which bonds offers the higher expected annualised rate of return ower the 5-year period?
{6 marks)

Solution to Question 1 — Fixed Income Valuation & Analysis

We need to compuke the realised total return of each bond,
* Future value of coupons. Since the reinvestment rate |s constant, we make use of the future
value of annulty:

Tebr )=
By :AIl’ 1) I]
T

The 30-year bond:

(10677 =1
Fv = ?D[—]= M394, 60
006

Tha 20-year bond

106151
FJ'= B ['—]z #365.41
(IR T3]

+  Mext, we compute the price of each of the bonds at the end of year 5 (e P}
- The 30-year bond.

The maturity of the bond will fall to 25 years, and Its vield is forecast to be 8%,

ey, -5 25
Pp =70 % [ﬂ] + 1,000 [ﬁ] = 393,25

s

The maturity of the 20-year bond will fall to 15 years, and its vield is forecast to be 7.5%

1-{1.075)"15 i |1
S T — 65141 + 1,000 l— =911.73
0,075 1.075
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Next, we compute total cash flow at the end of year 5:

30-year bond
e
Reinvested coupans 394.60
Terminal value (P:) 893.25
Total end value (EV) 1,287.85

+  Finally, we compute the realised yield (RY)

1
V.
RY = —)" -1
Fy
1

1,287.85\
—) —1=28.22%

30-year bond: (
Be7.42

1

1,287.14

20-year bond: ( - )5 — 1= 7.76%
B79.50

Thus, the 30-year band offers the higher expected yield.
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Question 2 - Fixed Income Valuation & Analysis

You have the following cash flow structure for the mext 10 years:
i, You have tc pay back a loan of W1,000,000 &t the end of LC yvears,

i, Ynu have to receive payments of #8150,000 sach from individua zero-cnupon bond  investrents
at an interval of every 2 years beginning end of 2nd year for the next 10 years {for a toral of 5
payments).

The markel yield is assumead to be 5% on all the instruments and far all the maturities.
For caculations Use precision up to 2 decimal places.
Required

a) For vour assets and liabilities as mentioned abave, calculate the present value aof the cash flows.
What is the net surplus vou have today? (4 marks)

b} Calculate the Macaulay duralion lfaor your assel and Lthe llability sides. {3 marks)

c} Wil thare be any change In the net value of your assets and (labllitles 7 there |5 an upward shift
in the term structure of the interest rate by 100 basis peinis? Approximatzly calculate the
surplus value and interpret the result, {4 marks)

d} Cansider you want to immunize your net position, as caleulatad in a) above, against the interest
rate shifts by changing the pay-2ack perlod. Calculzte the new duration for repayment of the

loan assuming that the current market value of vour liability remains unchanged.
{4 marks)

o} Will the immunization as done zbove remain appropriate forever without rebalancing? Justify
YU answer, (3 marks)

{Total: 18 marks)

Solutions to Question 2 - Fixed Income Valuation & Analysis

2 a) Asset cash flows:

Years Payments

D 0

1 0

z 150,000
3 8] |
4 150,000

5 1]

5] 150,000
7 0

2] 150,000
9 0

in 150,000

Present value of asset cash flows;
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Ll 151,100 150,000 150,000 150,008

PV, =

— Eah :
(145002 (1+6%01 145040 PLE50)E T (145500 6000833

Alternatively, the present value can be calculated using annuity. However, to use annuity, we
need 2-year rate since the cash fMows oocur every bwo yaars.

2 — Yearly rate — {1.05)% — 1 — 10.25%

PV, = 150,000 = 1L = 565,004.99
Ry 01025 e i
Liaqility cash flow:
Years Payments
10 1,000,000

Present value of lizbility cash flow:

o 1,000,000
LT 4 5ope

Net surplus PV, ~ PV, = 565,004.99 - 613,813.23 = - 4B8,908.26
Hence we have a negative surplus of #48,908.26

= 613,913.25

B) The duration on the assets side is the weighted average of the durations of the  individual zero
coupon bonds, given as:

Dy =Tix .0,
where,
0y = Duration of wssel partfolio
D; = Duration of individial zera — conpon bonds (2,1, 6,8, 10)
x; = Proportion of wealth investment in bond %_ as celculated in o, above
A
1.
 —— Ir 5 ¥ ETe L
fiy TS 00459 (136054422 + 123405374 4 111932316 4+ 101,525 908 - 92,086.99.10)
= 3.61yedrs
Again, we can make use of the duration of level annuity.

14+ ¥ n
= wrere

¥ (1+¥r -1
Y = Z-Yearly Yield = 10.258%

n = number of the receipts = 5

- 1,1025 5 — 28056
A T T e ek

Since the cash flows occur every two years, we nead to multliply this by 2. Thus:
Dy = 28056 % 2 = 361 Years

The duration of the liability side ic same as its maturity; 0, = 10y=ars
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Yes, generally there will be a2 change n the net value of asset ard liability F there is an upward
=qift in the term structure of the nterest rate.

The approximate change inthe value of assct s given by,

A= P AY

o 64000599 3 114 20,187 41

= % HORADIYY x h = 30,1874
(1 T 1413 i

Ci1 Lhe assel side as Lhe rmgr kel vigld increases by 100 basis paints, we Llend o loose M30,187 .41,
The approximate change in the value of liakility is given by,

[

h I = T ATr
L"IPL Ill'i"f':IIP‘IIIILIL.‘!
1 )
= — W [ —0laY9LEEST X L = s8467 .93
(LA

Cry the liability side 25 the marke: yield ipcreases by LD basis puints, we tend © gain #53,467,93,
Wel chinge = APy, — A, = — 30187 41 + SEAG7HI = LEEB(.62

The tatal gain due to the sHift i the term strocture of the intersst rate is B28,280.52. Thus from
above we can conclude that if we have a negative surplus, for any upward shift In the term
struclu-e af Lhe interes rate, we Lerd o loose on Lhe assel side and gain on Lhe iabilily side which
rosults in the not change to ba positive.

T immunize the surplus, the pelow sequation must Rolc good;
Py My = BV TN

Since we can adjust the payback perioc of mertgage -epayment for immanizaticn, the new
repayreent duration should bel

b P lhy B6E5 00 95 561
L™ pv, 7 6l3913.05

= 0. 1hyears

Honco e market value of youwr lighility romains unchanged, you can bo immunized against the
sAift n the tarm structure of the intesest rate if you repay vour martgage at 5.16 vears f-om today
instead of 10 years.

Mo, immunization as done above will not reman forever withoot rebalancing for the reaseoas given
below:

i. the curation of the bond pertfolia changes non linearly througn time whilc to duration of the
lability decreases linzarly with time.

i, mowvements in the interest rate term structlire may alter the curation of the bond portfolio.

There is therefore 3 need to readjust and rebalarnice the bond portfolio as that the duration of
the partfallo matzheas that of the Hability.
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“We have positioned the
Institute for sustainable Growth"

In this interview, the outgoing
Institute’s Registrar and Chief
Executive, Adedeji Ajadi, FCS,
spoke with the Editor, The Nigerian
Stockbroker, Edilkan Ekong, FCS,
on his tenure as the Chief Executive
and some of his contributions
towards repositioning the
organisation for sustoinable growth
and developrment,

Welcome to The Nigerian
Stockbroker, Sir. Can you let
our readers know who you are
and how your coreer has
shaped up thus far?

| am currently the Registrar and
Chief Executive of the Chartered
Institute of Stockbrokers. Prior to
my current role, | was the
Assistant Director, Education and
Training. Overall, | have garnered
above 27 years of post-graduate
experience that cuts across
administration, management
consulting, banking, investment,
accounting, and auditing.

| hold a bachelor's degree in
Agricultural Extension and Rural
Sociology from OCbafemi
Awolowe University, lle-Ife and
Applied Accounting from Oxford
Brookes University. W.K. | also
hold a Post Graduate Certificate
in Business Research Methods
from Herriot-Watt University,
LUK, in addition to MSc Degrees in
Agricultural  Economics from
University of Ibadan, and in
Finance and Investment from
University of Exeter, UK.

| am a Fellow of both the Institute
of Chartered Accountants of
Migeria (ICAM) and Chartered
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- Ajadi

Institute of Stockbrokers; a
Certified International
Investment Analyst (ClIA) and a
member of Association of
Charterad Certified Accountants
(ACCA as well as Member,
Chartered Institute of Sacurities
and Investment (CI51), UK.

| am a Chevening Scholar of the
UK government, passionate
about research, education and
training, and currently pursuing a
dectoral degree in Finance.

Tell us more about your sojourn
at the Chartered Institute of
Stockbrokers: Your
achievements and major
challenges you have faced during

your time as the Registrar and
Chief Executiva?

Like | mentioned earlier, | joined
the Institute in May 2010 as the
Head of Education and Training. |
was subsequently appointment as
Acting Registrar and confirmed as
Registrar in March 2013 and
March 20 | 4 respectively.

My CIS journey has been truly
exciting and fulfilling as it provided
me the opportunity to leverage
my experience, skills and
capabilities In the running of the
secretariat of the Institute. From
day one | could sense that | was a
perfect fit for the role.

The major challenge | faced was
how to reposition CIS at the past
global economic meltdown of
2018/2019. In my first few
months in office, | wondered
whether the Institute could
survive as things were really
taugh. The Nigerian capital
market was at its lawest level. CIS

members were challenged as
many lost their jobs and
livelihood. Becoming a
Stockbroler was not an attractive
option; hence student enrollment
was dwindling at analarming rate.

But | am glad to inform you that,
working assiduously with the
Council, Principal Officers and my



colleagues at the secretariat, we
have successlully navigated the
Institute through troubled warers
and put it on a solid pedestal for
sustainable growth.

Some of our biggest
achlievements include
successfully acquiring a beficting
secretariat complex for the
Institute after all these years,
blazing the trail in Nigeria as the
first Institite te move our
professional examinations to
Computer Based Test platform
and creating the CIS Professional
Diplama n Securities and
lnvestment. Armong others, these
achievements particularly exclce
me,

Would you say you are fulfilled,
Sir, particularly with regard to
your dreams and aspirations
when you were oppointed into

office?

Without any jota of doubt, | am
deeply fulfilled! When | think
about where we are coming
from, and where we are today, |
give thanks to God that | was part
of the change agents God used.
We have taken some giants steps
in the right direction, which is
great. However, the dream is still
unfolding. There Is still along way
togo.

One of the major strotegic
moves of the Institute during
your time has been the effort to
getthe CISIM Bill passed by the
National Assembly. Can you
explain the background to this
Bill and the efforts mode to
carry all stakehalders along in
its passage?

Really, the CISI bill had been in the

front burner for the Council and
Principal Officers before | joined
IS, However, we made another
strong move regarding the bill
about the time | was appointed as
Registrar.

The CISIMBillis a Billfer an Actto
repeal the Chartered Institute of
Stockbrokers Act, Cap. C% LFN
2004 and provide for the
establishment of the Charterad
Institute of Securities and
Investment Management to set
standards of knowledge, ethical
conduct and practice, certify,
train, discipline and direct the
practice of securities and
investment professlon and for
related matters.

The rationale for the CISIM Bill
are to train and certify all core
mperators engaged in securities
dealing in the capital market, to
allow practitioners specialize in
whicheversegment of the market
they choose to operate, to
assimilate professionals with
fareign training and certification,
to bring standardization of
training and cerdfication into the
MNigerian Capital Market thereby
ensuring that only qualified and
competent professionals operate
n the market, and to fully reflect
the scope of training, experience
and capacity of CIS members in all
segments of the capital market
beyond trading on the floor of
The HNigerian Stock Exchange
Limited (NGX), NASD FMDQ.
LCFE etc.

Honestly, anyone genuinely
interested in the srowth and
development of the Nigerian
capital market will suppert the
Bill. Unfortunately, some peaple
wauld allow persenal, paroachial
interests toc override national
interest. Itis tragic.

How about the membership
structure of the institute? Do
you think enough is being done
to ottract the younger
generation in the society?

While | would affirm that we are
taking steps in the right direction,
it is clear that we have to do a lot
mere. The younger generation is
the future of not securities
profession but also tha capital
market and our nation at large.
We need to do all within our
powers 1o attract, encourage and
equip them. One of the things we
are doing is to deploy techrology
in all we do. This is the preferred
platform for this generation. We
have gone guite a bit along this
line.

Recently, there have besen soma
controversy with regard to
investment in digital assets in the
country. Give Us your take on this
important matter.

| guite sympathize with the
position of our regulators, We are
experiencing huge capital outflow
from the econemy at this critical
point when the economy IS
challenged, We have seen
fraudsters having a filled day
defrauding gullible investors of
their hard-earned resources
through all kinds of fraudulent
schemes including pyramid
schemes, online scams. wonders
banks etc. The regulators are
concerned and are eager to
protect the Migenan investing
public, in line with their mandate.

That being said, we should not
throw away the baby with the
bathwater The world is
experiencing  innovations at a
rapld pace, especially in financial
services through fintachs and
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digital assets. Undoubrtedly, this s
the future. The blockchain
technology which is the backbone
of cryptocurrencies, is the future
of financial services.

My epinion is that, yes, we should
regulate digital assets, However,
wi should not allew regulation to
stifle innovation. Regulation and
innovation are not mutually
exclusive! The regulators should
invest time te study and
understand the emerging trends
so that they can regulate the
market competently. Young
Migerians should be encouraged
to inpovate, earn a |ivelihood for
themselves and create jobs inthe
fintech and digital asscts space
through legitimate and wvalue-
adding ventures.

Do you have any regrets;
perhaps something you
passionately wanted to see
actualized, but didn"t happen?

Believe me, | have no regrets
whatsoever. | am enjoying some
of the best mements of my carear
so far, as | look forward to greater
challenges and opportunities in
the future, My view has always
been that an organization is a
going concern, Each of us with the
rare oppormunity to serve should
grab it with both hands and
deploy the best af our skills and
capabilities. Others will continue
from there and take the
organization higher.

What advise do you have for
young persons, especially
secondary school pupils, with
regard to choosing a career in
the capital market?

Clearly the best career decision |
have made in my life so far was to
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undertake a career change into
the Accounting and Finance field

for my background is in
Agriciilture where | had obtainad
B5c and MSc degrees. |In
summary, to the younger anes, |
wiould say that they have na limits
except the ones they allow in
their mind. If | can successfully
change my career path from
applied sciences to core finance,
then they too can do it A career
in finance opens you up to
ENOrmous opportunities. You can
choase towark as an Investmeant
Banker, Stockbroker, Financial
Analyst, Investment Adviser,
Corporate Finance expert etc,
Each of these carser paths
provides genormous
opportunities in the business
warld, and the sky is the limit, |
have been involved in counselling
and encouraging the younger
ones regarding taking up a career
in finance, hut | hope to de more
frem now on, in 2 more
structured way,

How will you describe the
Migerian capital market today,
and where do you see CIS in the
next 10 years?

The Migerian Capital Market
today is a microcosm of the
Nigerian state — with enermous
potential begging to be
transformed to reality. When you
realize that just above five million
Migerians have an investment
account with C5C5 in a nation of
over 200 million, then you have
an idea of the huge untapped
potential. More Migerians need
te gar involved. Secondly, our
market 15 embarrassingly shallow
for a country of our size and
capabilides. Here, the Federal
Gavernmeant has a rale to play by
taking deliberate actions to grow
the capital market. | hope the

policy makers are aware that
growing the capital market is
synonymous with growing the
economy, as the capital market is
the barometer of the economy.
Show me one developed country
without a developed capital
market. There is none!

| see the Institute growing from
strangth to strength, with more
robust internal structures to drive
service quality and innowvation.
The foundations are being laid
now. Further | sea CIS continuing
to lead advocacy for the
development of a vibrant capital
market that will catalyze the
growth and development of the
Migerian cconomy. We owe
ourselves this respansibility.

And what should we expect
from Mr Ajadi after July 202 17

Permit me to go spiritual here.
The path of the just is like the
shining light. that shines ever
brighter unto the perfect day.
Expect great things. Expect
testimonies of God's direction
and incroase in overy way. We
have enormous challenges and
problems to solva in our country.
We have more problems than
problem solvers. | have chosen to
be a problem solver, We have
huge opportunities to transform
our country,

Thank you very much Sir. We
wish you all the best in your

future endeavors.

Thank yau, Amen,



DISCOURSE

Brand Loyalty and
Stakeholder Engagement

inancial market

regulators, operators and

quoted companies have
faced the reality that the Mew
Normal thrives on digital mode
of doing business. It has also
provided customers an instant
opportunity to switch their
brand loyalty at the click en
button. But meanwhile, all
brands need customer loyalty.
This is to susiain customer
retention, enjoy positive word
of mouth and enthrone
customer lifetime value. There
are [wo perspectives to
customer loyalty ; companies’
executives may deploy some
programmes for customers to
build brand loyalty, but such
programmes do nat necessarily
create brand loyalty. However,
when an organization aligns its
needs to that of customers, this
leads to emotional engagement
and brand loyalty is at its best,
Every astute organization
identifies the best customers,
builds humanistic relationship in
its core values, tap into the
hidden needs and higher values
of customers, and enter
partnership to serve them
better than the competitors.
This helps to cement customer
loyalty and instulate companies
from competition.
In the highly revered book
entitled : Kellog on Branding by
Kellog Schoel of Management,
the authors, Tybout and Calkins
postulate that “ Brands have a
remarkable ability to impact the

By Sola Oni, ACS

way people view products
Customers rarely just see a
product or service; they see the
product together with the
brand. As a result. how they
perceive the product is shaped
by the brand. Perception, of

course, matter most- how
people perceive something
matters far more than absolute
truth, The question generally
isn't which product or service,
is bast: the question is which
product or service peaple think
is best,”

Brand goes beyond a
company's logo and colour,
they are just brand atributes.
The heart of branding is the
ability to deliver on premise.
Arguably, the biggest single
challenge brand |eaders face is

dealing with short-term
financial needs while brands are
essentially long-term assets, A
brand can live for a century just
as it can crash in a few days.
Brand must be embraced by an
entire organization from the
security guard at the entrance,
receptionist, customer service
representatives and the entire
staff. For instance, a rude
security guard can discourage a
high-net-worth customer right
at the gate and the aggrieved
customer will form negative
impression of the company and
propagate the perception to
prospective customers. On a
positive side, a happy customer
goes about with positive words
of mouth to attract more
prospects for the company.
Another pain point of a brand
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manager is clutter of millions of
advertisements and
promotions which consumers
are bombarded with in every
nano second due to
advancement in Information
and Coammunication
Technology (ICT). Consumers
are swimming in an ocean of
choices. That is why they can
switch frem one brand te
anather seamlessly,

A Brand must be focused and
unique to stand out. A great
brand must have a sense of
association. For instance,
Securities Dealers, cammonly
referred to as stockbrokers
must uphold the tenet of 'My
word is my bound”. This alone,
if transparently executed,
means integrity is associated
with the Dealer. Such a brand
promise enhances brand
positioning, Top brands have
brand policy. The companies
are noted for creativity and
innovation in bath products and
service delivery. Consumers
are not discouraged by increase
in the prices of their goods and
services as they get value for
their money. In the securities
market, investors scramble for
shares of major brands among
the quoted companies. Weak
brands stand for nothing. There
is personal branding whereby
individuals create and influence
public perception by
positicning themselves as
authorities in their industry.
They do this by elevating their
credibility through
differentiation. We have such
people across sectors of the
economy and polity. An
individual must identify his
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sustainable

unigueness, build
reputation on the things he
wants to be known for
According to Forbes Magazine,

an individual rand must be
focused, genuine, consistent,
tell a story, be ready to fail and
bounce back, create a positive
impact, follow a successful
example, live his brand by
separating it from persenal life,
let others tell his story and
aspire to live a legacy. However,
brands are not immune from
failure. But a brand’s failure is
not an overnight reputational
damage. There must be
warning signals. Enron and
Wells Farge did not destroy all
trust in their brands overnight.
They should have seen some
signals before the burble burst.
Many companies have
collapsed, and more are siill
collapsing. Some of them are
not necessarily because of the
tough operating envircnment
but brand failure. Brands fail
because of factors such as weak
competitive analysis, rearviewy
mirror syndrome such as when
brands remain in their comfort
zones, complacency, failure to
innovate and absence of brand
check or monitoring.

At corporate level, branding
works along with stakeholder
engagement. This is a process
that an organization invalves
people who may be affected by
every decision it makes. It is
important to strategic planning
because it helps an organization
to be proactive towards the
needs and desires of every
stakeholder in the value chain.
By this, trust, confidence and
buy-in of stakehclders can be
secured befere implementing

key initiatives.

An organisation can engage its
stalkeholders in varieties of
ways, including use of passive
communication by avoiding
aggressive response to hurtful
situation, tracking internet and
other media postings to address
their concerns, leveraging social
media for adwvocacy,
deployment of bulletins,
brochures, letters, reports and
websites for messages that do
not require response, verbal
information, conferences and
public presentations, public-
private partnership.
grantmaking, use of surveys for
focus groups, meeting with
heads of shareholder groups,
collective bargaining with
workers through their trade
uniens, and using online
collaborative platforms among
others. Every Chief Executive
that wants his company to stay
ahead of the curve in this peried
of business uncertainty should
place premium on the
fundamentals of branding.

Oni, Communications
Consultant, Chartered
Stockbroker and Commodity
Trader, is the Chief Executive
Officer, Sofunix lnvestment and
Communications
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