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Shaking up Nigeria’s Banks, cont...

Charles Soludo was the architect of
banking reforms in Nigeria

ants. Prior to getting the appointment,
Soludo was a visiting scholar at the IME
Brookings Institute, and universities of
Cambridge, Warwick and Oxford, and
had acted as a consultant for several inter-
national organizations, including World
Bank and United Nations Development
Programme.

His announcement that all banks had to
raise their minimum capital base from 2
billion Naira ($13 million) to 25 billion
Naira ($162.50 million) drew a firestorm
of opposition from vested interests. The
proprietors of the weak banks, mostly busi-
nessmen or corrupt politicians, lobbied
the then President Olusegun Obasanjo to
block the reforms. The Muslim northern
political oligarchy that ruled Nigeria for
most of its post-independence existence
also cried foul. The oligarchs claimed that
the recapitalization was not in the ‘inter-
ests of the North’ because banks owned
by Northerners would fail to meet CBN
conditions. Soludo countered by saying
that he was only interested in Nigeria’s
national interest. He explained that his
experience as a financial consultant for
international organizations had informed
his desire to see Nigerian banks become
strong players in the global economy. Op-
position crumbled when then President
Obasanjo gave his firm endorsement. The
Northern elite indignantly alleged that
the government was pursuing a ‘Southern
Agenda’ while some bank CEOs headed

for the law courts.

All banks were given an 18-month notice
period to raise the necessary funds for
recapitalization. A flurry of mergers and
acquisitions followed. By the December
2005 deadline, the number of banks in
Nigeria had reduced from 89 to 24. The
NDIC guaranteed the deposits of Nigeri-
ans in those banks which were liquidated
for failing to meet CBN directives. Ini-
tially, after consolidation, jobs were lost
due to the liquidation of weak banks. But
later on, the post-consolidation banks
started growing exponentially and created
far more jobs than had been lost. Many
of my classmates back home in Nigeria
benefited immensely from increased em-
ployment. The total capital base of these
new-mega banks rose from $2.05 bil-
lion to $ 18.12 billion within four years
of consolidation. Banking services for
ordinary people expanded exponentially
as local branches jumped from 3,247 to
5,246 and total bank deposits increased to
$ 65 billion from a tenth of that amount.
The mega-banks invested in modern tech-
nology to automate their customer serv-
ices. Debit cards and Automated Teller
Machines started appearing all over the
country. The mega-banks became more
professional as they competed fiercely for
customers. It did not take long for them
to start expanding into other African
countries through the acquisition of local
banks abroad. Access Bank, for instance,
committed $200 million to its expansion
program in Zambia, Kenya, Tanzania,
Uganda, Ivory Coast and Rwanda.

The transformational effect
of the banking consolida-
tion exercise was also felt
in the economy as a whole.
Enhanced liquidity forced
down interest rates and
raised credit to the private
sector from less than 5% to
40%. As a result, non-oil
sector of the economy rose
by 8.5% in 2005. During
the consolidation exercise,
many banks had gone to
the capital markets to raise
funds. As a result, the pre-
viously sleepy Nigerian
Stock Exchange (NSE) ex-
perienced a massive boom
as share prices shot through
the roof. By January 2008,
market capitalization of the

hedge fund investors from Asia, Europe
and USA scrambled to invest in Nigerian
stocks. The foreign direct investment in
the bank shares caused their values to ex-
perience triple-digit growth. Ordinary Ni-
gerians both at home and in the Diaspora
started calling stockbrokers to invest in
shares for the first time in their lives. The
fast growth in the private sector, particu-
larly in the telecommunications and bank-
ing sectors, encouraged the emergence of
a new middle class, which many Nigerians
hope will eventually grow large enough
to replace the old middle class of doctors,
engineers, lawyers and teachers that was
eviscerated when the Nigerian economy
collapsed in the mid-1980s.

By 2006, many international financial
institutions such as IMF and investment
banks such as JP Morgan and Merrill
Lynch declared that Nigeria was ‘one of
the best-performing emerging frontier
markets’ and promptly set up desks to
monitor the new private-sector led growth
in the African nation. Encouraged by the
performance of the stock market, many
of Nigerias previously unlisted compa-
nies all moved to trade shares. Nigerian
industrialist Aliko Dangote, whose busi-
ness empire dominates the markets for
sugar, cement, rice, pasta, textiles and salt,
floated all 13 of his companies in the stock
exchange. His fortune ballooned to $ 3.3
billion, prompting Forbes magazine to list
him as the world’s richest black person in
2008. A year later, Femi Otedola, another
Nigerian tycoon made the Forbes list.
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Shaking up Nigeria’s Banks, cont...

Meanwhile, the mega-banks started gain-
ing global attention in their own right.
Five Nigerian banks made the list of the
top 500 banks in the world. Many of
them started establishing bank services in
Europe and America for the Nigerian Di-
aspora. In 2007, Guaranty Trust Bank be-
came the first African bank to be listed on
the London Stock Exchange and later won
the approval of Britain’s Financial Services
Authority (FSA) to begin corporate and
retail banking services in the United King-
dom. Intercontinental Bank followed suit
in 2008. Several foreign institutions such
as the American Export—Import bank ex-
tended generous credit lines to the banks.
Awash with liquidity, the banks increased
lending to the infrastructure projects
of the private sector. To further expand
their capacity to lend, these banks raised
billions of dollars from the local and in-
ternational capital market. When they
raised $10 billion in 2007, many financial
experts started questioning whether these
rapidly expanding banks were equipped to
manage risk assets. JP Morgan alleged in
a report that banks were using their own
money to push up their stock prices by
engaging in risky lending to corporations
and individuals who had invested in the
banks’ own shares. But these questions
were dismissed by the management of
these banks with the support of a Central
Bank that did not want to cause panic as
the global credit crunch loomed.

'The global recession did not directly affect
Nigeria’s financial institutions directly as
their link to world economy was not very
strong. But its indirect effects were none-
theless potent. Oil prices crashed. Foreign
hedge fund and portfolio investors pulled
their money out of the NSE, though the
performance of the stock exchange was
not severely affected since foreign capi-
tal constitutes only 8% to 10% of capi-
tal market liquidity. But in March 2008,
the NSE lost about 30% of its value as
the mega banks scrambled to scale back
their equities exposure by recalling mar-
gin loans to speculators, which become
harder to repay in a falling market. The
government injected large sums of money
into the falling stock exchange. Fears over
transparency and weak regulations caused
most international financial institutions to
deny credit lines to the banks. This com-
pounded the problems of banks saddled

with large amounts of bad loans which

they had recklessly secured with equities
that were rapidly becoming worthless as
share values nose-dived.

In June 2009, Professor Soludo was re-
placed as CBN governor despite concerted
calls for his reappointment by many the fi-

Sanusi the new CBN governor is an
expert in risk management

nancial sector. But the Northern political
oligarchs, who have never forgiven Soludo
for acting against their interests, lobbied
strongly against his reappointment. They
had better access to the ears of the new Ni-
gerian President, Umaru Musa Yar’ Adua,
a fellow Northerner.

Lamido Sanusi Lamido, a risk assessment
expert and scion of an Islamic royal dy-
nasty in the North, was headhunted from
his job as CEO of First Bank Plc, one of
the oldest and largest banks in Nigeria.
Lamido’s appointment caused an outcry
in Southern Nigeria with people accusing
Yar’ Adua of favouring fellow Northerners
in most government appointments. How-
ever many local and foreign financial ex-
perts welcomed the appointment of a risk
management expert.

Fears that Lamido would reverse the 2004
banking consolidation and restore the
weak Northern banks scrapped earlier
seemed somewhat allayed when he said in
an interview with the London Financial
Times that he would build on where his
predecessor left off. However, he pledged
to end the cozy relationship between the
CBN and the banks and focus on robust
regulation of the banks.

Within two months of his appointment,
he had audited the books of the banks and
discovered what many analysts had long
suspected. Five of the 24 mega banks were
close to insolvency due to the magnitude
of loans they had made out to speculative
investors on the stock market, which had
slumped to 60% below its peak. Apart
from the bad loans and poor risk manage-
ment, allegations of insider trading were
also leveled against some bank.

The new governor sacked the CEOs of
the ailing banks and announced the injec-
tion of 400 billion Naira ($ 2.6 billion)
to keep them stable. Since all the sacked
CEOs were southerners, the allegations
of a plot to ‘northernize’ the ownership
structure of the banks surfaced. The al-
legations were dismissed by the Central
Bank. Another controversy raged when
the governor acted on his threat to expose
all loan defaulters by publishing names on
the official website of the CBN. Most of
the names that appeared online belonged
to rich individuals, state governments and
local business corporations. Many of those
named strongly dispute that they owe any
money or that they owed as much as is
alleged on the website.

The anti-corruption police (EFCC) gave
depositors a week to repay loans or risk
arrest and prosecution. Some CEOs
and staff at affected banks were arrested,
prompting the Nigerian Bar Association
(NBA) to condemn the police heavy-
handedness. The NBA leader reminded
the Police boss that indebtedness was a
civil not a criminal issue. So far, the threat
of police arrest has persuaded loan default-
ers to start repaying some of $4.5 billion

debt demanded by Central Bank.

For now, uncertainty surrounds other
banks whose financial state will not be
known until the conclusion of the audit-
ing process in the next few weeks. The
CBN governor is currently in London
assuring potential investors that the Ni-
gerian banking system has now been sta-
bilized. Analysts so far have praised him
for ensuring transparency and believe that
substantial parts of the banking sector will
emerge unscathed. Only time will tell for
sure if they are right.
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On Religion

When the theatrical meets the tran
LUKE WILKINSON discusses the spiritual side of modern drama.

vid readers of Netherhall News will
Alave seen my name mentioned in
elation to Netherhall theatrical
projects several times over the past couple
of years. I acted in Robert Devlins pro-
duction of A Christmas Carol, Anthony
Lazarus’ fine charity comedy show Univer-
sity Daze, and lastly took on the role of di-
rector for last Christmas’ 7he Government
Inspector. However, the time has come for
me to move on and explore a wider vision
I have for the theatre and its role in help-
ing people grow into the fullness of life.

The Christmas plays at Netherhall play
an important role in forming the com-
munity life of the House. The auditions
and rehearsals begin not long after all the
residents move in. Getting involved in the
play is a fantastic way to build friendships
with other residents in the crucial first few
weeks, and the sense of working together
for a common purpose (with no aim other
than to entertain) can be a refreshing break
from university life which is increasingly
peppered with deadlines and performance
targets. At the end of term, when the play
is revealed to the public (in whatever state
of preparation it has reached!), members
of the cast can proudly invite friends and
family to see their efforts on stage. The
play often coincides with the end-of-term
Christmas dinner, when most of the other
residents will come to support their thes-
pian roommates, helping to create a really
buzzing atmosphere in the House.

Yet the positive, community-building ef-
fect of theatre we see in Netherhall does
not always carry from the amateur to the
professional level. I have recently been of-
fered a place at a London drama school
to train as an actor, and so am looking
at making a career out of what, for most
Netherhall actors, will always be a hobby.
But as I look down the path that this may
lead me on, I am not entirely filled with
excitement. Acting is a competitive pro-
fession in which it is not simply the most
talented people that get ahead, but sadly
the most ambitious or even ruthless. Cou-
pled with this is a drift in modern play-
writing and acting styles towards a bleak
form of ‘realism’, where life is to be pre-
sented on stage ‘as it is. What this means,

ndental:

in effect, is that any sense of the theatre as
an art form which can inspire, encourage
and uplift, has been rejected in favour of
a fly-on-the-wall experience where life is
presented, warts and all, no frills attached,
and with no hope that it could ever be any
different.

This, to me, is not particularly interesting.
We already have countless news channels
on TV where we can go to get an idea
of life ‘as it is. And I've complained in
these pages before about the unwelcome
news updates which you can't help glanc-
ing at on the Tube thanks to the brightly
coloured free newspapers that litter every
seat. If all people want is to see is a re-
flection of the world around them, they
needn’t waste their money on expensive
nights at the theatre. It seems to me that
at the very least, theatre could go a lot fur-
ther in exploring why life has become ‘as
it is’, and further still in imagining life as
it could be. Alexander Pope captures this
perfectly in his Prologue to Addison’s Cato:

1o wake the soul by tender strokes of art,

10 raise the genius, and to mend the heart;
To make mankind, in conscious virtue bold,
Live o'er each scene, and be what they behold
For this the tragic Muse first trod the stage.”

So what does this mean in practice? Well,
capturing the joyous spirit of amateur
productions like the Netherhall plays and
transferring that to the professional level is
a start. But further than that, there needs
to be a renewal of interest by playwrights
and theatre directors in the higher planes
of possibility for human living. To observe
humans and their behaviour and portray
that on stage is only the first step. What is
of real value is to then try and show why
we ended up like this, and finally to offer a
way in which some of the brokenness and
hurt, which we see in life as it is’, can be

healed or avoided.

This is the philosophy behind a new
project I am starting with a group of
friends who are also standing at the begin-
ning of a career in theatre and dreaming of
how it could be radically different. For us,
the notion of theatre that can ‘wake the
soul by tender strokes of art ties in very

ON RELIGION

by Mick Gordon & .G, Gra
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closely with our Christian faith, which
teaches that life ‘as it is’ is not life as it has
to be. What theatre can, (and I would say
should) be exploring, is the fundamental
questions: whether our lives have any pur-
pose other than the perpetuation of our
species; whether we can ever really live at
peace with each other; whether love can
be pure and fulfilling and lifelong. To ask
these questions requires openness, and a
willingness to seek truth, wherever that
leads. This cannot be done in a purely nat-
uralistic worldview, as much truth, indeed
perhaps the deepest truth, is to be found
in things that cannot be seen, touched or
measured. In theatre terms, this requires
an understanding of the spiritual dimen-
sion to life.

The first step we are taking towards build-
ing this vision is in staging a play called
On Religion. 1t was written in 2006 by
the playwright Mick Gordon, in conjunc-
tion with the humanist philosopher A.C.
Grayling. The play sets the contemporary
debate about faith and its role in modern
secular society within a family context,
where, as the story unfolds, much of the
hidden tension between an atheist moth-
er and her Christian son begins to crack
through, creating a gripping drama that
raises very honest and difficult questions.
believe that the environment in which this
kind of searching takes place is also very
important, and so the play is being staged
in my church. My hope is that this will act
as an encouragement to many people who
may have become suspicious of, or jaded
by, religion, that there are faith communi-
ties who are open and willing to talk.

On Religion will be performed at Holy
Trinity Swiss Cottage on 8th - 10th
October at 7:30.

Please see www.htsc.org for more de-
tails, or contact Luke Wilkinson.
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PRAKARSH SINGH lifts the lid rawbacks of social ca

ocial capital is the level of trust in society. It is com- ity. While studying the religious conflict in Punjab (during the

monly considered to be positively associated with higher 1980%), I found that people who had migrated abroad were

productivity and growth. For instance, in microfinance, much better off now than those who had remained behind
groups of villagers are given loans but they all lose the chance because of local networks. Waves of people from Eastern (and
to reapply for another loan if any one of them defaults. This less religious) districts in Punjab had migrated to USA, UK and
means that only low-risk villagers who are close to each other Canada and the common perception is that they had escaped
come together to take the loan and social sanctions prevent both the adverse effects of violence as well as created new op-

them from defaulting'. As these villagers are too poor to provide  portunities for their children.
the standard collateral, social capital offers a way out of poverty

as investment fuels growth. In Ghana, pineapple growers have In Kashmir, I saw that higher social capital could lead to a high-
been shown to learn more from one another about new agricul- er level of being unproductive (in common language — plain
tural technologies where they are closer socially?. lazy). The Indian Army’s presence in Kashmir often leads to

the locals feeling oppressed and a minor incident can be blown
out of proportion because of high social and religious linkages
within Kashmir. This leads to weekly closures and productivity
falls because social sanctions are threatened against those who
work. The main University in Srinagar was shut, which led to
no teaching, no research and little data collection for me!

Wherever social links lead to the society being closed to alterna-
tive thoughts and facts, it leads to a bad outcome. Where social

But, can social capital be bad? links can be combined with openness to technology and new
ideas, it can be very effective.

In India, women from low-caste
backgrounds who did not have social
linkages in cities invested more in edu-
cation. This led to them being higher
wage earners than men from the same
caste who had social links and were
effectively ‘trapped’ in the same occupa-
tion inter-generationally’.

In Kenya, having friends who had
undergone deworming actually led to

a decrease in the probability of getting
dewormed*. This may be because the
benefits of the drugs are often over-esti-
mated and the initial pain or side-effects
may lead to a decrease in the likelihood L
of the friends of those treated secking
treatment themselves. This is counter-
intuitive but was confirmed through a
randomized experiment.

During my own fieldwork in the Indian
states of Punjab and Kashmir, I too
found that having less social capital may
be better for income and productiv-

'Here, social capital is a substitute for the collateral that banks take when they provide loans.

*Conley, T. and C. Udry, 2005, “Learning About a New Technology: Pineapple in Ghana,” Yale mimeo.

*Munshi, K. and M. Rosenzweig, 2006, “Traditional Institutions Meet the Modern World: Caste, Gender, and Schooling Choice in a Globalizing Economy,” American
Economic Review, 96(4):1225-1252.

‘Miguel, E. and M. Kremer, 2003, “Network, Social Learning and Technology Adoption: The Case of Deworming Drugs in Kenya,” UC Berkeley mimeo.
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TREGREATESTHITS| 2007 - 2009

The end of an era: after two years of indefatigably organ-
ising the informative, often highly entertaining, weekly
episodes of Desert Island Discs, and reporting back on
these pages with an eye for detail that would make a
weapons inspector blush PRASENJEET KUMAR had no dif-
ficulty in recalling his favourite moments.

Where were you born?

I was born in a hospital (Mario Carrero, November 2007)

What do you like most about London and England?

The most remarkable thing about England is that everyone
speaks English (Ignacio Gil, March 2008)

I came to England in search of British humour but found Italians instead (James Naylor, March 2009).

How do you find Netherhall?
I had to sleep outside the Netherhall door waiting for it to be opened in the morning. (Max Majewski, March
2008).

There are no locks on the doors. Someone could steal my laptop and use it for another 9/11 (Michael Corson,
November 2008)

What is your hobby?
I like singing Hakuna Matata while dissecting dead bodies (Vincent Karyadinata, January 2009)

Have you ever indulged in criminal activities?
At the age of six, I once picked up more penny sweets than I paid for (David Wyatt, November 2008)

What is the meaning of life?
(This is a million dollar question that residents have struggled to answer. As the legend goes, the authorship of this
question has been attributed to Joshua Kassanis. However, Joshua has denied all allegations.)

Anything interesting that you did on your job?

I had a golden opportunity to write about the story of an ‘under-17’ woman who had excelled in swimming in
an English ‘masterclass’ competition only to find out a couple of days later that the woman was not an ‘under-17’
but an ‘under-77 (Fr. Joseph Evans, March 2009)

Which book would you like to carry to the desert island?
I would like to carry Prakarsh Singh’s handbook of common knowledge (Federico Ghini, January 2009)

I would like to take the risk rule book amended by Prakarsh Singh (Vincent Karyadinata, January 2009).

Which luxury item will you like to carry to the desert island?
My wife (Huw Thomas, March 2008)
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Passing through

Alumni re-visiting Netherhall House; news about former residents - its all bere...

Bl < Agroup of former
- residents met up recently in

Spain.

From left - right:

Alex Rodriguez, Quique Andreu,
Eugenio Ruiz (and girlfriend),
David Teteers (and wife),
Miguel Puig, Jorge Gonzalez,
Manuel Yebenes (currently ex-
pecting 3th kid), Chema Alamo

« Alvaro Bertelsen (2007-2008) pictured with his
wife Nerea on their wedding day. They are accompa-
nied here by Russell Wilcox.

f

A Giovanni Andornino (2004 - 2005) also tied the knot
recently. He is pictured here with his wife.





