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About FirstBank

Headquartered in Lagos, FirstBank has international presence through its
subsidiary FBN Bank (UK) in London and Paris and its offices in Johannesburg and
Beijing. With about 1.3 million shareholders across several countries, FirstBank is
quoted on The Nigerian Stock Exchange and has an unlisted Global Depository
Receipt (GDR) programme.

The Bank provides a comprehensive range of retail and corporate solutions
and through its subsidiaries contributes to national economic development —
in capital market operations, insurance brokerage, bureau de change, private
equity/venture capital, pension funds management, registrarship, trusteeship,
mortgages and microfinance.

Drawing from experience that spans 115 years of dependable service, the Bank
has continued to strengthen its relationships with customers, consolidating
alliances with key sectors that have been strategic to the well-being and growth
of Nigeria.

FirstBank, unarguably the country’s most diversified financial services group,
serves more than 4.2 million customers through 536 locations in Nigeria.

~g§ www.firstbanknigeria.com
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2 Introduction

GROUP FINANCIAL HIGHLIGHTS

for the year ended March 31, 2009
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The Group The Bank
2009 2008 2009 2008
Note A'million A'million N'million N'million
Major balance sheet items
Total assets and contingencies 2,706,292 2,073,193 1,982,395 1,363,700
Total assets 2,009,914 1,528,234 1,667,422 1,165,461
Loans and advances 740,397 466,096 684,107 437,768
Deposits 1,194,456 700,182 1,071,836 661,624
Share capital 12,432 9,945 12,432 9,945
Shareholders’ funds 337,405 351,854 351,054 339,847
Major profit and loss account items
Gross earnings 218,287 155,725 185,189 130,600
Charge for doubtful accounts (19,439) (6,028) (13,959) (5,819)
Profit before exceptional item and taxation 53,799 47,906 46,110 38,020
Exceptional item (26,113) - - -
Profit after exceptional item before taxation 27,686 47,906 46,110 38,020
Information technology development levy (526) (480) (461) (380)
Taxation (14,591) (10,747) (10,575) (7,167)
Profit after taxation 12,569 36,679 35,074 30,473
Dividend
Declared - 23,868 - 23,868
Information per 50k ordinary share N N N N
Earnings (basic)
Basic 0.51 2.67 1.41 2.23
Adjusted 0.51 1.84 1.41 1.53
Net assets 13.57 17.88 14.12 17.09
Total assets
— actual 80.84 76.80 67.06 58.60
— adjusted 191.84 145.87 67.06 111.24
Stock Exchange quotation at March 31 - - 15.80 47.24
Ratios % % % %
Cost to income 66.79 63.69 67.43 64.48
Return on assets 2.68 3.13 2.77 3.26
Return on shareholders’ funds 3.73 10.42 9.99 8.97
Capital adequacy 24.30 42.30 29.74 48.23
Number of branches/agencies and subsidiaries 536 469 510 453
Number of staff 8,557 8,856 8,203 8,495
Number of shares in issue (million) 24,864 19,890 24,864 19,890
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4 Introduction

CHAIRNMAN'’S STATEMENT

“Qur

tradition of firm governance,

financial

strength, conservative management and depth
of expertise equips us to help rebuild trust in our
industry and create a more stable financial sector.”

Alhaji (Dr.) Umaru Abdul Mutallab (CON)

Chairman

Strong
foundations

We are able to report 2008/09 results

that demonstrate our ability to
withstand the global economic and
financial storm.
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Fellow Shareholders, Invited Guests,
Gentlemen of the Press, Distinguished
Ladies and Gentlemen: | am pleased
to welcome you to the 40th Annual
General Meeting () of your Bank, First
Bank of Nigeria Plc.

The financial year under review was
overcast by the global financial and
economic crisis, which was precipitated
in August 2007 by the collapse of
the sub-prime lending market in the
United States. As the crisis deepened,
the key policy challenge was to ensure
that demand did not slacken sharply.
Accordingly, both fiscal and monetary
policies were loosened to accommodate
unprecedented levels of liquidity
support across economies.

In Nigeria, interest rate volatility occurred,
amid growing concerns over counterparty
risks and the new reality of higher borrowing
costs. The reduction in the country’s foreign
currency earnings, brought on by a falling
oil price, forced exchange rates downwards.
The Nigerian stock market lost about three-
quarters of its value by end-December 2008.
This decline was driven by deterioration
in the country’s near-to-medium term
investment proposition and concerns over
unrealistically high valuations in practically
all sectors. Regulatory intervention in the
equities market only served to dent investor
confidence  further, especially among
institutional investors, as the measures
failed to address the fundamental issues.

We at FirstBank have not been immune
to the effects of the larger crisis, but we

have built our business on very strong
foundations. Consequently, we are able to
report results which demonstrate our ability
to withstand the storm. It is particularly
worthy to note, in an era when the health of
the banking industry was in question, that
our Bank’s market capitalisation for year
ended December 2008 fell by 52% relative
to a 72% decline in the average market
capitalisation of the listed Tier 1 banks at
the Nigerian Stock Exchange. We believe
this resilience is a testimony to the strength
of our brand, public acknowledgement of
our strong corporate governance practices
and financial strength, as well as a robust
risk management framework that eventually
ensured that our exposure to the stock
market remained at the lower end of the
industry average.

During the period under review, we
maintained our focus on expanding the one-
stop financial services supermarket concept,
and our progressive internationalisation
strategy. New businesses have been
launched; FBN Microfinance Bank Limited,
our wholly-owned subsidiary, commenced
operations in the review period. We have
no doubt that by leveraging FirstBank's
unparalleled  brand  strength, and
geographical reach, this subsidiary will play
a key role in mainstreaming a substantial
part of the shadow economy by providing
better access to financial services.

Furthermore, our UK-based subsidiary,
FBN Bank (UK) Limited, opened its first
branch outside the UK in Paris, France,
giving FirstBank a business passport in the



Eurozone. Not only does this offer the Group
the opportunity to capture trade flows from
our francophone neighbours in West Africa,
it is also indicative of our ability to meet the
rigorous governance requirements needed
to operate in such jurisdictions.

We also pursued a channel-deepening
strategy in the review period, which
leveraged our considerable domestic
footprint to build alternative distribution
channels. We thus recorded strong levels
of growth in our brick-and-mortar branch
presence, with 70 new branches opened
during the period under review bringing
total branch network to 536, and in
our electronic banking service offerings,
demonstrated by about 1,000 ATM points
throughout the nation at the end of the
financial year.

Most recently, our strong governance
practices and depth of human capital
were attested to in the appointment of
Mr. Sanusi, Lamido Sanusi, erstwhile Group
Managing Director and Chief Executive
Officer of the Bank, as the new Governor
of the Central Bank of Nigeria (CBN).
We are extremely proud of Mr. Sanusi’s
achievements, and are equally conscious
of the unique distinction this places on the
Bank — being the only financial services
institution to have had two of our Managing
Directors appointed to lead the apex bank
in Nigeria.

Notwithstanding ~ the  unprecedented
turbulent conditions created by the global
economic meltdown during the review
period, the Group achieved revenue growth
of 40% and total asset growth of 31.5%.
However, profitability declined 65.7%;
driven by an exceptional charge of N26.1
billion, representing a fall in the value of
quoted investments attributable to sharp
price declines on the equity market. This
provision is in respect of the diminution in
investments held by First Trustees Nigeria
Limited, on behalf of various clients as well
as its proprietary trading portfolio.

We have taken the proactive step to declare
this exceptional charge, as further evidence
of our commitment to maintaining best
practice, as well as transparency in our
operations. As a result of this significant
provision, which, no doubt, has exposed

certain  weaknesses in our business
model, we have reviewed our portfolio of
investments comprehensively, and have
also taken steps to strengthen Group-wide
oversight in risk management, internal
control, compliance and treasury functions.

Our robust balance sheet and liquidity means
that we have continued to lend. Importantly,
it also gives us options with respect to
opportunities which we believe will present
themselves to those of us in the market with
superior financial strength. This includes
organic growth — to expand our services in
the market, while our competitors’ growth
may be constrained by insufficient capital.
There may also be opportunities to grow
through targeted acquisitions by taking
advantage of attractive valuations where
such opportunities align with our strategy
and the risks are understood.

Our medium-term corporate transformation
agenda is to become first in the industry,
in terms of our financial strength, service
excellence, desirability as an employer and
contributions to national development. This
goal will be anchored on three pillars as
stated below:

e Growth - to attain full benefits of
scale and scope by accelerating growth
and diversification of assets, revenue
and profit;

e Service and operational excellence
— to drive unparalleled service levels
by developing world-class institutional
processes, systems and capabilities;

e Performance management  and
people — to deliver unmatched results by

creating a performance culture with clear §

individual accountability at all levels.

In all our core businesses, we have put
strategies in place that seek both to
address near-term challenges and to seize
opportunities to strengthen our platform
for the future. In fact, in the first quarter
of the current financial year, we made
substantial progress in implementing these
strategies. We obtained approval to open a
representative office in Beijing, China. We
are committed to continuing to deepen
our client relationships and staying alert to
opportunities as they arise.
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40% revenue
growth

In turbulent global economic conditions,
we grew revenue by 40% and total assets
by 31.5%.

Black Diamond, a residential apartment
building under construction in Victoria
Island, Lagos owned by Atrib Group,
financed by FirstBank

Located at 20/24 Ozumba Mbadiwe Street,
Victoria Island, Lagos, Black Diamond is a 264
unit apartment building under construction,
owned by Atrib Group and solely financed
by FirstBank. The facility will provide upscale
residential accommodation.

First Bank of Nigeria Plc Annual Report & Accounts 2009









Operating Environment 24

Industry Review and Outlook 30
The Bank 36
Corporate Social Responsibility 42
Key Performance Indicators 48
Risk Management Disclosure 52

First Bank of Nigeria Plc Annual Report & Accounts 2009



24 Business Review

OPERBTING
EHUIRCHMENE

— . ok -

h - - - sk .'_:- =

) -'.. -

.

First Bank of Nigeria Plc Annual Report & Accounts 2009



1 THE GLOBAL ECONOMY

The economic meltdown, which was
prompted by the financial crisis in the
United States, was the main backdrop to
activities in the past 12 months. The pace
at which this crisis unfolded and its far-
reaching effects make it difficult to describe
the review period in terms of one central
defining theme. Nonetheless, in varying
degrees, the dramatic re-pricing of credit
risk emerged in the third quarter of 2008,
and this was made worse by lack of liquidity
in many markets. The most significant
causes of the crisis are the failure of financial
supervision, an unsustainable model of
development characterised by prolonged
low savings and unbridled consumption,
inappropriate  macroeconomic  policies,
including lax lending protocols, low interest
rates and the blind pursuit of profit.

By the fourth quarter of 2008, the central
policy challenge across major economies,
especially in the developed economies of
North America and Western Europe, was
clear. Generally, regulators were saddled
with numerous concerns. There was a
need for urgent solutions to the failure of
major financial institutions in Europe and
America, rapidly rising yields on mortgage-
backed securities and other higher-risk
securities, the crash of quoted equity prices
in most stock exchanges, uncertainty over
the dispersal of losses and concentration
of counterparty risks (key downside of the
originate-to-distribute model); increased
volatility of currency and commodities
prices; and liquidity crisis.

In the end, strategies in Western Europe
and Northern America were focused on
maintaining market liquidity through
massive injection of funds with the financial
services sector as prime beneficiary because
of its central role in the credit creation
process. The consequent recapitalisation of
major banks, particularly in the US and UK,
though considered inevitable, led to worries
about the implications for the liberal world
view of nationalising key sectors of these
economies. From the US Federal Reserve,
through to the European Central Bank,

additional responses by monetary authorities
aimed at maintaining market liquidity
included the purchase of delinquent assets;
and significant interest rate cuts.

Economies in Asia, especially those heavily
dependent on the export of manufactured
goods, who were already buffeted by falling
global demand, tried to correct for growth
by stimulating domestic demand. As in
a couple of Latin American economies, a
number of Asian countries had recourse
to policy cushions (built up in the buoyant
phase of the now ended economic cycle)
to ease pressures on their economies.
Measures adopted included the relaxation
of monetary conditions in support of the
credit creation process, and permission of
exchange rate depreciations. Nonetheless,
spurred by the current economic trajectory,
especially with domestic demand holding up
much stronger than previously envisaged,
China and India should weather this storm
slightly better than most other economies.

Emerging economies declined somewhat
faster in response to the crisis, in part
because their export sectors contribute
a larger portion of their domestic output.
Emerging European economies faced
the added challenge from the fact that a
number of local credit instruments are
denominated in foreign currencies, with
clear exchange rate threats to households.
In Africa, the gains from recent reforms,
helped by positive external financing
conditions, may unravel in the absence of
policy to compensate for the large income
loss from falling commaodity prices.

Prospects for global economic recovery
would depend to a great degree, unlike
in previous downturns, on improving
conditions in the advanced economies,
especially the United States of America.
It is increasingly clear that hopes pinned
on growth in intra-Asian trade as a
counterweight to recession in the developed
economies may have been misplaced,
as activity in this sector has failed to
help end the downturn. For developing
and emerging economies, the fiscal and
monetary policy relaxation on which they
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Our Brand Pillars

In today’s complex operating
environment, our spirit of
enterprise is helping us to
meet the challenges. Through
tenacity, resourcefulness and
flexibility, we are maintaining
FirstBank on a firm footing
and repositioning as a truly

modern Bank.
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Cadogan Place, a residential
apartment block in Oniru, Victoria

Island, Lagos owned by Atrib Group,
financed by FirstBank

Cadogan Place is a residential apartment
block located at Oniru, Victoria Island,
Lagos, owned by Atrib Group and solely
financed by FirstBank. The facility will provide
high-quality residential accommodation.
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