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EXECUTIVE SUMMARY 
Diamond Bank Plc (Diamond) was incorporated on December 20, 1990 as a 
private limited liability company and commenced business on March 21, 1991. 
Ten years later, in February 2001, Diamond Bank became a universal bank. In 
January 2005, following a highly successful Private Placement share offer 
which substantially raised the Bank's equity base, Diamond Bank became a 
public limited company. In May 2005, the Bank was listed on The Nigerian 
Stock Exchange. In January 2008, Diamond Bank's Global Depositary Receipts 
(GDR) was listed on the Professional Securities Market of the London Stock 
Exchange; the first bank in Africa to record that feat.  
 

Today, Diamond Bank is one of the leading banks in Nigeria- respected for its 
excellent service delivery, driven by innovation and operating on advanced 
banking technology platform in the market. Diamond Bank has over the years 
leveraged on its underlying resilience to grow its asset base and to successfully 
retain its key business relationships. And like a diamond, its strength makes its 
even more valued and valuable. Diamond Bank has won several awards 
including the prestigious "Most Improved Bank of the Year"- Thisday 
Newspapers, "Best Bank in Mergers & Acquisition". Diamond Bank's A rating by 
Fitch Ratings, Agusto & Co, and AA- rating by GCR, reflects the bank's 
sustainable liquidity, sound and professional practices and good standing as a 
high investment grade institution. 
 

It retained excellent banking relationships with a number of well-known 
international banks, allowing it to provide a bouquet of world class banking 
services to suit the business needs of its clients. These international banking 
partners include Citibank; HSBC Bank; ANZ Banking Group; ING BHF Bank 
AG; Standard Chartered Bank; Belgolaise Bank S.A; Deutsche Bank; 
Commerzbank; and Nordea Bank Plc. 
 

In 2008, and to ensure it grows with the needs of its teeming customers, it 
streamlined its operations into three distinct strategic business segments: 
Retail Banking, Corporate Banking, and Public sector.  
   

STRUCTURE 
As at April 30, 2008, Diamond had five subsidiaries namely: Diamond Bank du 
Benin S.A (95.4% Holding); Diamond Securities Ltd (80% Holding), Diamond 
Pension Fund Custodian Ltd (100% Holding), Diamond Mortgages Ltd 
(100% Holding) and ADIC Insurance Ltd (95% holding). The bank has 167 
branches across Nigeriaôs six geopolitical zones.  
 

BUSINESS 
Diamond Bankôs principal activity involves provision of comprehensive banking 
and other financial services to its corporate and individual customers. Such 
services include granting of loans and advances, corporate finance and money 
market activities. The bank is involved in Retail Banking, Commercial Banking, 
SME Business Development, Corporate Banking, Energy Business 
Development, Investment Banking and Group Synergies. The products of the 
company include the following: Diamond Advantage, Diamond Easy Trade, 
Diamond Advance, Diamond Business Express, Diamond Connect, Diamond 
Disa Account, Diamond Lease, Diamond Mobile, Diamond Money Transfer, 
Diamond Online, Diamond Reach Account, Diamond Smies Account, Diamond 
World Account, MTN Bills Payment, Diamond Xpress Account, Diamond Trade 
Tracker, Diamond Self Service, Diamond Target Achiever and Diamond 
Integrated Savings. 

 
  

Table 1: Professional Parties 

Party Role 

Diamond Registrar Limited Registrar 

Price Water House Coopers Auditors 

Sources of Information: Annual Report & Accounts, Bankôs website, CBN, 
NSE, and FSDH Research. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

A financial advisor (Actis DB Holdings Limited) holds 14.79% of the ordinary equity 
of the bank, while the balance is held by individuals and institutional investors.              
Dir- Director; Ex-Dir-Executive Director. 
 

Price as at January 26, 2009 N4.19 

Fair Value N12.59 

Recommendation BUY 

Table 2 : Company Summary 

Ticker Diamond 

Sector  BANKING 

Date of Incorporation December 20, 1990 

Date of Listing May 27, 2005 

Financial Year End April 

Number of Fully Paid Share 14,475,237,125 

Current Capitalization(NGN) 60,651,243,553.75 

NSE Capitalization (NGN) 5,191,032,629,386.67 

% of NSE Capitalisation 1.17 

52 Week high NGN 23.45 

52 Week low NGN 4.19 

YTD Return (%) (43.83) 

52 Weeks Volume Traded 11,220,223 

Trailing EPS  NGN 1.16 

Trailing P/E ratio (X) 3.79 

Table 3: Directors Shareholding as at June 30, 2008 

Director Position No of Shares % Held 

HRM I. N. A. Achebe  Chairman 2,225,125 0.02 

Mr. E. Onwuka  MD/CEO 17902,015 0.14 

Mr. O. Ohiweri Ex. Dir. 14,361,192 0.11 

Mr. U. K. Eke Ex. Dir. 13,058,297 0.10 

Mr. U. Dozie Ex. Dir. 618,386,683 4.70 

Dr. Y. Ngama  Ex. Dir. 6,526,481 0.05 

Mr. O.  Akinyemi Ex. Dir. 3,336,093 0.03 

Engr.  M. Ufoeze Retired 216,322,320 1.64 

Mazi C. Owunna, MFR Dir. 244,698,770 1.86 

Mr.  C. Ogbechie Dir. 12,185,418 0.09 

Lt. Gen. J. T. Useni (Rtd) Dir. 109,364,596 0.83 

AVM I. A. Shekarri (Rtd),OON Dir. 136,632,705 1.04 

Dr. O. A. Hassan Dir. 2,365,000 0.02 

Mr. S. Harford Dir. NIL  

Dr. N. Moyo Dir. NIL  

Chief J. D. Edozien Dir. 557,000 0.01 
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Table 4: Investment in Subsidiaries as at April 30, 2008  

Subsidiaries % Holding Value of 
Investment (Nõ000) 

Diamond Bank du Benin SA 95.38 3,135,020 

Diamond Securities* Limited 80 240,000 

Diamond Pension Fund Custodian 
Limited 

100 2,000,000 

Diamond Mortgages Limited 100 1,000,000 

ADIC Insurance Limited 95 5,307,960 

Total Value  11,682,980 

*Diamond Securities has one wholly owned subsidiary - DBLS Insurance 
Brokers Ltd. 
 
Review of Nigerian Economy 
According to the Central bank of Nigeria (CBN), Nigerianôs Gross Domestic 
Product (GDP) grew in 2008 by 6.8% as against the growth rate of 6.2% in 
2007. Even though the performance of the economy in 2008 was good and a 
marginal improvement over 2007, it fell below the target of 9.8% for the year.  
The growth in the economy was driven largely by non-oil sector, while the crisis 
in the Nigeria Delta area and the current global economic/financial crisis which 
led to reduction of Nigeria quota from Organisation of Oil Producing Countries 
(OPEC) limited the contribution of the oil sector to the GDP. 
 
According to the National Bureau of Statistics (NBS), the structure of the 
Nigerian economy as at 2007 in term of  sectoral contribution the to the GDP 
are: Agriculture: 42.01%; Manufacturing: 4.03%, Solid Minerals: 0.30%; 
Telecomm/Postal Services: 2.31%, Finance & Insurance: 3.85%; Building & 
Construction:1.72%;  Hotel and Restaurants:0.43%; Crude Petroleum & Natural 
Gas:19.60%; Wholesale and Retail Trade:16.18% and Others: 9.58%. 
 
Currently, the bulk of the country foreignôs exchange earnings and revenue is 
derived from crude oil. In addition, the economy has a very high propensity for 
imported goods. The recent sharp drop in the price of oil in the international 
market as a result of weak demand from the industrialized nations and the weak 
non-oil export in Nigeria as a result of infrastructure deficiency are responsible 
for the recent depreciation and subsequent devaluation of the countryôs 
currency. 
 
The current administration is making frantic effort to diversify the productive 
base of the economy so that the economy is less vulnerable to the international 
oil price volatility. The government is addressing this through the 
implementation of its 7- point agenda.  
 

Review of Nigerian Banking System 
Following the recapitalization exercise of the banking industry in Nigeria, the 
country is gradually becoming the financial hub of Africa by expanding its 
banking activities into other countries in Africa and recording accelerating 
branch expansion. Since the consolidation exercise, the Apex regulatory body 
in the banking industry has introduced a number of measures to strengthen the 
supervisory and regulatory functions of the system. Some of which are:   
 

 The introduction of e-FASS which was designed to enhance the 
efficient on-line surveillance of financial institutions.  

 The issuance of the Code of Corporate for Banks in Nigeria that 
mandated banks to render monthly status report to the CBN. 

 
In September, 2008 the Monetary Policy Committee of the  CBN   reduced the 
Monetary Policy Rate (MPR) from 10.25% to 9.75%,Cash Reserve 
Requirement Ratio (CRR) from 4% to 2% and Liquidity Ratio (LR) from 40% to 
30% in a bid to increase the liquidity condition in the market. The industry is 
beginning to experience market induced-consolidation following the successful 
regulatory induced consolidation/reconciliation in the industry. 

The robust capital base of Nigerian banks was principally responsible for the 
development of different products to service the banking community better and 
bank the unbanked community. Both the Institutional (Private sector and 
Government) and the individual clients have benefited immensely from this 
growth in terms of having capacity to finance the large ticket transactions that 
were hitherto financed from offshore. In addition, the banking operators have 
taken advantage of the Information & Communication Technology (ICT) to bring 
their services closer to their customers to improve efficiency and speed.   
 
Nigerian banking community now operates their banking transaction via   the 
internet, mobile phones and Automatic Teller Machines (ATM). All these efforts 
have reduced the traffic in the banking halls while contributing to the non-interest 
income of the Nigerian banks. We expect this trend to continue in the near future.  
 
The quest of the Nigerian banks to satisfy the needs of customers has led to 
impressive growth in the industry. Available data from the CBN as at December, 
2007 shows that the total assets in the industry stood at N10.47trn up from 
N2.77trn in 2003 representing a Compound Annual Growth Rate (CAGR) of 
39%. Total Advances stood at N3.8trn in 2007 from N0.915trn a CAGR of 43%. 
Total Deposit stood at N5.36trn from N1.41trn a CAGR of 40%.  
 
The quality of assets generated in the banking industry in the period under 
consideration improved remarkably. The non-performing loan increased to 
N0.39trn in 2007 from N0.24trn in 2003 recorded a CAGR of 13%, as against the 
CAGR of 43% recorded in Advances during the same period.  
 
A cursory look at the industry profitability shows that the industry recorded an 
impressive profitability during the period. Gross earnings stood at N1.76trn from 
N0.51trn a CAGR of 36%. Operating Income stood at N1.19trn up from N0.36trn 
while Profit After Tax (PAT) increased to N0.41trn from N0.07trn in 2003, a 
CAGR of 53%. 
 

 Table 5: Industry Performance Indicators 

Nõbn 2003 2007 CAGR(%) 

Total Assets 2,768 10,469 39 

Advances 915 3802 43 

Deposits 1,409 5,363 40 

Non-Performing Loans 0.24 0.39 13 

Gross Earnings 510 1,755 36 

Operating Income 356 1,193 35 

Profit After Tax 74 407 53 

 
Recent Developments in the Nigerian Banking Industry 
Unconfirmed sources say that a number of banks that were involved in the 
finance of oil and gas business may have lost considerable amount of money 
due to the recent sharp drop in the price of oil. Some Automotive Gas Oil (Diesel) 
importers who obtained facility to finance the importation of the product before 
the price crashed are currently finding it difficult to meet their financing 
obligations to their banks. This situation may lead to huge provision for these 
loans and eventually lead to right off. In addition, some Nigerian banks have 
either direct or indirect exposure to the stock market; the value of investment is 
currently difficult to realise because of the bearish trend in the market. The CBN 
currently puts the value of such exposure to about N900bn. The impact of these 
factors on the banks is in the areas of credit squeeze in the market and potential 
decline or loss in income. The decline or loss in income may reflect in the banksô 
profitability in the current financial year. However, the magnitude of the decline or 
loss in income will depend on how quickly policy makers across the world, and 
Nigeria in particular, are able to arrest the current global crisis.  
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Diamond Bankôs Corporate Governance  
In the financial year that commenced on May 1, 2008, the bank embarked on 
initiatives to further strengthen its Corporate Governance structure. Some of the 
important developments are: 

 The acquisition of OMNI Enterprise anti-money laundering software 
to ensure the bankôs full compliance with the provision of the Money 
Laundering Prohibition Act of 2004. 

 The engagement of consultants to conduct compliance Risk 
Management Review to assist the bank in determining its level of 
compliance and to assist in developing the framework to ensure that 
the bankôs zero tolerance for non-compliance is maintained. 

 In conjunction with the external consultants, the development and 
implementation of the Enterprise Risk management to integrate a 
Risk Management framework universally across the banks. 

To ensure that its corporate governance practices are in compliance with 
international codes and best practices of corporate Governance, the bank 
established the Board Committees: 

1. Board Governance and Personal Committee 
2. Board Audit and Risk Management Committee 
3. Board Credit Committee 
4. Audit Committee 

 

Strengths & Opportunities 
 Strong Alliances with International Financial Institutions  

 Improving asset quality 

 Good profit margin  

 Good knowledge and expertise of domestic markets 

 Well diversified business portfolio to take advantage of emerging 
opportunities, in Nigeria & beyond 

 Strong brand name 

 Experienced and dedicated management team 

 Strong Corporate Governance structure 

 Robust Risk management framework 

Weaknesses & Threats  
 Shrinking interest margin 

 Increasingly regulatory requirement 

 Sophisticated customers demanding improved service at less cost 

 Unrelenting war for talents which may lead to high labour mobility 

 Unstable global and domestic macroeconomic outlook in the short term 

 Declining crude oil prices 

 Depreciation/Devaluation in the value of Nigeria 

 Credit Crunch in the local financial market occasioned by margin facility 

 The intending huge fiscal deficit financing by the FGN 
 

Analysis & Recommendation 
 

Capital Adequacy 
The paid-up share capital of Diamond stood at N6.58bn in 2008 up from 
N4.70bn in 2007 and recorded a Compound Annual Growth Rate (CAGR) of 
43.78% between 2004 and 2008. The increase in the share capital during the 
period was partly on account of the Global Depositary Receipts (GDR), which 
the bank undertook through international offering and domestic offering and 
conversion of debt to equity undertaken during the period. During the last 
financial year, the Bank raised US$500mn through the GDR exercise. The total 
equity of the bank increased by 120.18% to N117.26bn in 2008 from N53.25bn 
in 2007 and recorded a CAGR of 103.46% between 2004 and 2008. At 
N117.26bn, the total equity is above the minimum capital requirement of N25bn 
in the Nigerian banking industry. Share premium contributed largely to the 
growth in its total equity between 2007 and 2008.   
 
Total assets increased substantially by 94.94% to N625.67bn in 2008 from 
N320.95bn in 2007 majorly on account of 425.04% increase in amounts due 

from other banks which increased from N26.13bn to N137.21bn. Dues from other 
banks are made up of current balances with banks within Nigeria: N88.79mn 
(0.06%), banks outside Nigeria: N21.69bn (15.81%) and placements with banks 
and discount houses: N115.44bn (84.13%). Other contributors are: Investment 
Securities from N11.80bn to N30.83bn a growth of 161.35%, Loans & Advances 
from N100.97bn in 2007 to N240.45bn in 2008 a growth of 138.13%. Investments 
in Securities of N30.83bn (net of provision in diminution in value) is made  up of 
N24.31(79%) debt and N6.51bn (21%) equities. 

Other assets which grew by 140.5% from N21.54bn to N51.82bn is made up of 
prepayment: N8bn, accrued interest and fees receivables: N4.58bn, dues from 
clients: N600mn, account receivables: N4.46bn, and open buy back treasury 
bills: N35bn. Earnings assets grew by 96.71% to N598.15bn in 2008 from 
N304.08bn in 2007 while fixed assets grew by 63.14% to N27.52bn in 2008 from 
N16.87bn in 2007. The bank needs to pay attention on its receivables. 

The proportion of Shareholdersô funds to total assets increased to 18.74% in 
2008 from 16.59% in 2007 as a result of higher proportionate growth in most of 
the balance sheet assets than equity growth. This is an indication that the robust 
capital of the bank is now being deployed to create assets to earn income. The 
total equity could accommodate 48.77% of the total loans and advances in 2008, 
down marginally from 52.74% in 2007, also an indication that the bank is 
aggressively growing its assets in order to earn income and subsequently 
translating to improved earnings for its shareholders. However, the proportion of 
the bankôs equity used to support growth in fixed assets stood at 23.47% in 2008, 
down from 31.68% in 2007.   

 
Assets Quality 
The quality of the bankôs assets improved between 2007 and 2008. Gross loans 
and advances increased by 131.74% to N250.33bn in 2008 from N108.02bn in 
2007. Similarly, the total classified loans (non-performing loan) recorded an 
increase of 33.07% to N11.13bn in 2008 from N8.37bn in 2007. The loan and 
advances is structured as follows: Overdraft: N52.28bn (20.88%), Term Loan: 
N112.06bn (44.76%) and Commercial papers: N85.99bn (34.35%). 

5.00 

105.00 

205.00 

305.00 

405.00 

505.00 

605.00 

2004 2005 2006 2007 2008

=
N

=
 'b

n

Total Assets Vs Total Equity

Total Equity Total Assets



 

FSDH Research   Page 5 
 

Equity Research Report: Diamond Bank -    NIGERIA  

Although there was a drop in the percentage of non-performing loans to gross 
loans from 7.74% in 2007 to 4.45% in 2008, at 4.45%, the non-performing loan 
to gross loans is higher than the average of its comparables in the Nigerian 
banking industry. This is shown on the table 10 below.  The improvement in the 
non-performing loans to gross loans can be linked to the robust risk 
management framework the bank has put in place. Should the non-performing 
loans turn bad, 9.49% of the Shareholdersô funds will be impaired as against 
15.71% in 2007. The bankôs total provision for non-performing loans increased 
to N9.88bn in 2008, up from N7.05bn in the preceding year. A further analysis 
of the gross loans of the bank shows that 95.5% of the gross loan is secured, 
while 4.5% is unsecured. A further break down of the secured loan indicates 
that 14.08% is secured against real estate, 81.42% is otherwise secured.  

 
 

Profitability 
Gross earnings (interest income and fee & commission income) grew by 
51.57% to N60.44bn in 2008 from N36.62bn in 2007.  
 
 
 
 

N/A ï Not Applicable. G. Loans - Gross Loans.  

 
The breakdown of the gross earnings shows that N35.72bn, representing 59%, 
was generated from interest income in 2008, while N24.71bn representing 41% 
was generated from other Fee & Commission.  

 

 
A further look at the interest income shows that 63.10%, 19.93%, 12.72% and 
4.25% were generated from Loans and Advances to customers, Treasury Bills & 
Investment Securities, Placements & Short Term Funds and Advances under 
lease, respectively. The analysis of the interest income is presented on the chart 
below.  

Table 6: Capital Adequacy Ratios 
 2008 2007 Chg 2006 2005 2004 CAGR 

Equity/Assets 18.74 16.59 1.15 15.45 15.95 9.36 N/A 

Equity/L.&A 48.77 52.74 (3.97) 43.70 48.94 32.93 N/A 
Fixed 
Assets/Equity 23.47 31.68 (8.21) 24.07 16.20 46.60 N/A 
Asset Quality  
G. Loan/Loans 
(Nõbn) 

250.33 108.02 131.7 84.02 44.23 21.87 83.94 

Classified 
Loans (Nõbn) 

11.13 8.37 33.07 4.45 2.51 1.79 57.91 

% of Classified 
Loan 

4.45 7.74 (3.29) 5.29 5.66 8.19 N/A 

Classified 
Loans/Equity 
Stock 

9.49 15.71 (6.22) 12.63 12.03 26.16 N/A 

Capital & Reserves (Nõbn) 
Paid Up Share 
Capital 

6.58 4.70 39.99 3.80 3.04 1.54 43.78 

Retained Earning 8.32 4.66 78.57 5.53 3.11 - - 

Other Reserves 11.59 7.35 57.57 4.90 3.40 - - 

Core Capital 116.12 52.77 120.0 35.02 20.7 6.70 104.01 

Minority 
Interest 

1.13 0.48 136.3 0.18 0.15 0.14 68.95 

Total Equity 117.26 53.25 120.2 35.20 20.84 6.84 103.46 
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Interest Income grew by 39.79% to N35.72bn in 2008 from N25.56bn in 2007, 
while fee and commission income increased by 73% to N24.71bn in 2008 from 
N14.32bn in 2007. The company generated N5.75bn from other sources in 
2008, an increase of 80.45% between 2007 and 2008. Other income include: 
income generated from Foreign Exchange: N1.91bn; Trading Income 
N489.02mn; Underwriting Profit N221.81mn and Investment income N3.13bn. 
The total income generated by major sources is presented in the chart below. 

 
The ratio of interest income to loans and advances which represents interest 
earned on loans and advances stood at 14.86% in 2008 down from 25.31% in 
2007, while the ratio of interest paid to total deposits, which represents the cost 
of funds stood at 2.89% in 2008 down from 3.86% in 2007.  

The bank needs to pay attention to its interest expenses which increased by 
37.12% from N9.03bn in 2007 to N12.38bn in 2008. The growth in the interest 
expenses was almost at par with the growth in the interest income. This 
resulted in a growth in the net interest income which grew by 41.25% from 
N16.53bn in 2007 to N23.35bn in 2008. Looking at the five-year performance, 
interest expenses rose to N12.38bn in 2008 from N2.74bn in 2004, leading to a 
CAGR of 45.77% between 2004 and 2008 but  marginally lower than the CAGR 
of 48.83% in interest income between the same period.    
 
 
 

Return on Capital Employed (core capital) ROCE declined marginally from 
14.35% in 2007 to 13.83% in 2008. At 13.83% in 2008, the bankôs ROCE 
declined by 4.45% from 18.48% recorded in 2004. The bank was able to 
generate enough profit to keep pace with the increases in capital and reserves 
in the period under review.  

Whilst the Profit After Tax (PAT) increased by 122.17% between 2007 and 2008 
and achieved a CAGR of 94.09% between 2004 to 2008, the bankôs core capital 
and reserves increased by 120.04% between 2007 and 2008 and recorded a 
CAGR of 104.01% between 2004 and 2008. The Return on Average Equity 
(ROAE) increased to 18.14% in 2008 from 14.19% in 2007.  At 18.14%, it is of 
note that the bankôs ROAE compares favourably with its comparables in the 
Nigerian banking industry. The Operating Profit Before Interest and Tax (OPBIT) 
increased by 112.20% between 2007 and 2008, while the total assets increased 
by 94.94% leading to an increase in the Return on Average Total Assets 
(ROATAs) from 2.38% in 2007 to 2.59% in 2008.  

 
Looking at the segmental analysis of the income of the bank, N26.39bn (44%) 
was generated in retail banking; N28.99bn (48%) from corporate banking, while 
N5.06 (8%) was generated from investment banking. In the same vein, N3.68bn 
(23%), N9.53bn (59%) and 2.99bn (18%) of the PBT was generated from retail, 
corporate and investment banking respectively.   
 
An analysis of performance by geographical segment shows the bank generated 
97% of the gross earnings within Nigeria, while 3% was generated from within 
West African market. Similarly, 96% of the bankôs assets were allocated to 
investment vehicle within Nigeria while 4% was allocated to West African market. 
In liabilities generation, 96% of the total liabilities were generated in Nigeria while 
4% was generated in West Africa market. And finally, businesses within Nigeria 
contributed 98% of the PAT while businesses in the West Africa accounted for 
2% of the PAT.    
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Management Efficiency  
Operating expenses less depreciation increased by 26.90% to N24.21bn in 
2008 from N19.08bn in 2007 and recorded a CAGR of 45.63% between 2004 
and 2008. Staff costs which stood at N10.77bn in 2008 increased by 45.63% 
from N5.38bn in 2007 and accounted for 44.47% of the operating expenses in 
2008, up from 38.93% in 2007. The proportion of the bankôs gross earnings that 
was channeled into operating expense decreased to 44.43% in 2008, down 
from 52.11% in 2007. In a similar development, the proportion of gross earnings 
that was channeled into staff costs decreased to 19.76% in 2008, down from 
20.28% in 2007. The increase in the pre-tax profit per employee at N5.61mn 
was higher than the increase in the staff costs per employee at N3.73mn in 
2008.The pre-tax profit margin increased to 29.76% in 2008, up from 20.87% in 
2007, also the post-tax profit margins increased to 23.53% in 2008, up from 
15.76% in 2007. 

 
 
 
 
 
 
 
 

Liquidity 
The total deposit liabilities of the bank at N428.24bn in 2008 was made up of 
deposits from customers of N419.71bn, representing 98% and deposits from 
banks of N8.53bn, representing 2%. The liabilities from customers in 2008 were 
generated from current account, terms deposits and savings account in the 
proportion of 45.44%, 48.01% and 6.55% respectively. The low cost of funds 
accounted for 52% of the deposit liabilities from customers while high cost of 
funds accounted for 48%.  As a result of deposit liabilities mix, the bankôs cost of 
funds stood at 2.89% in 2008 down from 3.86% in 2007 and lower than the 
industry average of 4.5% in Nigeria. The classification of the deposit liabilities 
from the customers are presented in the chart below. 

 
The ability of the bank to meet the short term cash requirements of its 
customers improved in 2008 over 2007. The proportion of total deposit liabilities 
that was channeled into loans and advances increased to 56.15% in 2008 from 
43.14% in 2007.  
 

The proportion of total assets that was channeled to loans and advances in 2008 
increased to 38.43% from 31.46% in 2007. 
 
Looking at the maturity profile of the gross loan and advances of N280.33bn, 
44%, 27%, 11% and 8% will mature in 0-30days, 1-3months, 3-6months, 6-12 
months and over 12months respectively.  In another development, an analysis of 
the N419.71bn deposit liabilities shows that 86%, 12%, 0.27%, 1%, and 1% will 
mature in 0-30days, 1-3months, 3-6months, 6-12months, and over 12months 
respectively. 
 
 
 

Table 7: Profit & Loss Account (Nõbn) 
 2008 2007 Ch (%) 2006 2005 2004 CAGR 
GE 60.44 36.62 51.57 22.13 15.56 10.52 50.85 

Interest 
Income 

35.72 25.56 39.79 14.85 10.39 7.28 48.83 

Interest Exp 12.38 9.03 37.12 4.61 3.21 2.74 45.77 

Net Interest 
Income 

23.35 16.53 41.25 10.24 7.17 4.54 50.58 

Fee & comm. 
Income 

18.77 11.06 69.64 7.28 5.17 3.24 55.12 

F&Comm. 
Exp. 

0.33 0.17 91.13 0.17 0.00   

Net F & Comm 18.44 10.89 69.30 7.11 5.17 3.24 54.44 

Other Incom. 5.75 3.19 80.45 0.52 0.31 0.09 407.7 

Other Operatin 
Incom. 

0.20 0.07 183.45 0.06 0.08   

Total operatin. 
Incom 

47.73 30.68 55.61 17.93 12.74 7.79 57.33 

Operatin Exp. 24.21 19.08 26.90 11.11 7.38 5.38 45.63 

Dep. 2.50 1.72 45.42 1.20 1.00 0.82 31.98 

PBT 16.21 7.64 112.20 5.45 3.51 1.26 89.23 

Taxation 3.39 1.87 81.42 1.47 1.00 0.36 75.08 

PAT 12.82 5.77 122.17 3.98 2.51 0.90 94.09 

Profitability Ratios 
PBT Margin 
(%) 

29.76 20.87 42.60 24.60 22.58 12.02 N/A 

PAT Margin 
(%) 

23.53 15.76 49.30 17.97 16.13 8.59 
N/A 

Int. Incm/Loan 
Advance 

14.86 25.31 (41.30) 18.44 24.40 35.04 
N/A 

Net Int. Margin 42.84 45.14 (5.08) 46.27 46.09 43.15 N/A 
Cost of Fund 2.89 3.86 (0.97) 3.05 3.94 5.85 N/A 
Cost/Total 
Income 

44.43 52.11 (7.68) 50.20 47.41 51.16 
N/A 

Int.Income/GE 59.11 69.79 (4.23) 67.11 66.75 69.20 N/A 
Non-
Int.Income/GE 

40.89 30.21 4.23 32.89 33.25 30.80 
N/A 

ROE 10.93 10.84 0.09 11.30 12.05 13.20 N/A 
ROAE 18.14 14.19 3.95 13.05 15.04 - N/A 
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Table 8: Liquidity (Nõbn) 
 2008 2007 Chg 2006 2005 2004 CAGR 

Cash & 
Balances 

62.86 85.66 (26.6) 32.23 13.53 7.30 71.31 

Due from 
Banks 

137.21 26.13 425.0 21.61 12.37 15.00 73.92 

L & A to 
Banks 

240.45 100.97 138.1 80.56 42.57 20.78 84.43 

Other 
Assets 

51.82 21.54 140.6 19.65 13.72 2.00 125.6 

Fixed 
Assets 

27.52 16.87 63.14 8.47 3.38 3.19 71.40 

Current 
Assets 

598.15 304.08 96.71 219.4 127.28 69.90 71.03 

Total 
Assets 

625.67 320.95 94.94 227.83 130.65 73.09 71.05 

Dep. from 
Banks 

8.53 16.31 (47.7) 2.76 1.47 1.11 66.5 

Dep. From 
Customers 

419.71 217.74 92.76 148.56 80.01 45.78 74.01 

Other 
Liabilities 

54.36 21.64 151.2 0.00 0.00 11.17 48.54 

Borrowed 
Funds 

18.59 7.82 137.7 8.92 6.71 7.47 25.61 

Retirement 
Ben. 

1.24 0.99 25.08 1.06 0.68 0.18 63.06 

Total 
Liabilities 

508.41 267.70 89.92 192.63 109.82 66.25 66.44 

 
Investment Analysis  
Investment analysis of Diamond between 2004 and 2008 showed improvement 
and overall stability. The earnings per share (EPS) increased from N0.29k in 
2004 to N0.97 in 2008 representing a CAGR of 35.56%. This is shown on the 
chart below.  

Diamond bank paid a dividend of 55kobo to its shareholders in 2007 and 
56kobo per share in 2008. In addition to the dividend paid in 2008, the bank 
paid bonus of 1 new share for every 10 shares to all the shareholders whose 
names appeared in the Register of Members as at August 28, 2008.  

 
Return Analysis  
An investment in Diamond Bank stock since it was listed on the floor of the 
Nigerian Stock Exchange on May 27, 2005 at N6.95 shows a total growth of 
12.56% as at January 09, 2009. An investment of N100,000 in Diamond stock 
in year 2005 purchased 13,813 units after taking cognizance of transaction cost 
as at the time of purchase. The bank paid dividend twice during the period 
under review and paid bonus once. Therefore the total dividend and bonus 
earned less withholding tax (on the dividend) are N13,799  and 1,381 
respectively. The accumulated shareholding increased by 10% to 15,194. The 

market value at the valuation date is N98,762.59; lower than the investment cost 
as a result of the drop in the share price of Diamond. The total value of the 
investment of N102,077.70 is made up of market value of N98,762.59 and 
dividend earned of N13,799. The CAGR in return within the period is 4.02%. It is 
instructive to note that the investment in the bank would have generated more 
than what the current position is, but for the bearish trend in the market 
occasioned by the global financial crisis.   
Please see table 11 below. 

 
Half Year, 2008 Unaudited Result Update 
The unaudited Q2ó08 result of Diamond Bank Plc. (DIAMOND) for the 6 months 
ended 30 October, 2008 showed that its Gross Earnings (GEs) rose significantly 
by 81.54% to N45.96bn, compared with N25.32bn in the corresponding period of 
2007. Profit Before Tax (PBT) increased by 69.27% to N12.30bn between 2007 
and 2008 from N7.27bn in the corresponding period of 2007.The tax provision 
which increased by 69.2% between 2007 and 2008 to N2.46bn from N1.45bn in 
2007 brought about a Profit After Tax (PAT) of N9.84bn in 2008 as against 
N5.81bn in 2007, representing an increase of 69.26%.  
 
Looking at the Bankôs profit margins, the costs associated with a unit income 
increased marginally between Q2 ô07 and Q2 ô08.  This is reflected in the PBT 
margin which decreased to 26.76% in Q2 ó08 from 28.70% as at Q2 ô07. This 
shows that the bankôs total costs as a percentage of GEs stood at 73.24% in Q2 
ô08, up from 71.30% in the corresponding period of 2007. PAT Margin currently 
stands at 21.41% from 22.96% in the corresponding period of 2007.   

 
Valuation 
In arriving at a fair value for Diamond Bank, we considered the current global 
financial crisis and the likely impact of the crisis on the Bankôs earnings. It is 
important to note that the fundamentals of Nigerian banks are strong but we 
cannot completely rule out the possible impact of the crisis on the local banks 
because of the integration of the Nigerian financial system with the world 
financial system and economy.  We project GEs, PAT, Free Cash Flow (FCF), 
(PAT adjusted for movement in non-cash items) and dividend payment (based on 
a dividend payout of 53.39%) for the period ending April, 2009, 2010, 2011, 2012 
and 2013. We project GEs of N86bn, N107.51bn, N131.34bn, N160.50bn and 
N196.22bn, for 2009, 2010, 2011, 2012 and 2013 respectively. We project PAT 
of N17.67bn, N21.56bn, N26.14bn, N32.13bn and N40.08bn, Dividend Payment 
of N9.43bn, N11.51bn, N13.96bn, N17.16bn and N21.40 and FCF of N20.72bn, 
N25.37bn, N30.80bn, N37.82bn and N47.04bn respectively for the period. We 
assumed a perpetual growth rate of 6.83%. We used a total of  14.475bn shares  
including the share from  the Global Depository Receipts and the shares arising 
from the bonus of  1 new share for every 10 shares  declared during the financial 
year ended April, 2008. Applying a proxy beta value of 1, risk premium of 10.02% 
and risk free rate of 12.75% we arrive at a cost of equity of 22.77% (our discount 
rate). Using the above parameters, the Discounted Future Earnings Model 
(DFEM) generates N11.58 per share, The Dividend Discount Model (DDM) 
generates N6.90 Per Share and the Discounted Free Cash Flow Model 
generates a value of N13.60. An average of the valuation methods yields a value 
of N10.69 per share. However, to arrive at our fair value we are inclined towards 
the average of DFEM and the DFCF which is N12.59 per share. The 2009 
forward earnings and dividend yield (EPS at N1.22 and DPS at 65k (with a 
payout of 53.39%)) at our fair value are 9.69% and 5.18% respectively.  Also, the 
2009 forward Price to Earning ratio is 10.32x. We therefore place a BUY on 
Diamond Bank Plc stock at the current market price for capital appreciation 
and dividend payment. 
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Table 11: Annual Capital Growth & Returns Analysis of  N100,000 Investment in Diamond Bank Plc since May27, 2005 

Value Receipt Period 2005 2006 2007 2008  Amt Invested 100,000 

Holding As At January 13,813 13,813 13,813 13,813  Amt. used less cost 96,000 

Bonus Shares Received    1,381  Share Price May, ô05 6.95 

Cumulated Holding 13,813 13,813 13,813 15,194  No of Units purchased 13,813 

Dividend Earned - . 6,837 6,962 13,799  13,812.95 

        

Valuation 
Date of Valuation 09-Jan-09 

Accumulated Shareholding 15,194.24 

% Increase in Shareholding 10.00 

Price (N) 6.50 

Market Value (N) 98,762.59 

Total Dividend (N) 13,799.14 

Value of Investment (N) 112,561.73 

Cost of Investment (N) 100,000.00 

Profit (N) 12,561.73 

% Increase 12.56 

CAGR 4.02 

 
 
 
 

Table 10: Comparative Analysis 

Indicators Diamond PHB GTB Access Skye 

Gross Earnings 60.44 87.23 78.83 58.00 78.28 

Interest Income 35.72 55.94 51.59 40.68 55.32 

Non-Int.Income 24.72 3129 27.24 17.32 22.96 

IT Inc/GEs(%) 59.11 64.13 65.44 70.13 70.67 

NI Inc/GEs(%) 40.89 35.87 34.56 29.87 29.33 

PBT 16.21 25.97 27.37 18.84 21.69 

PAT 12.82 19.58 21.17 15.85 16.02 

Total Assets 626 1,038 736 1,046 790.71 

Deposit Liab. 419.71 714.46 364.64 353.75 500.21 

Loans & Adv. 240.45 312.88 288.15 245.84 244.73 

Classified Loans 11.13 6.46 3.04 9.59 5.67 

NPL/GL(%) 4.45 6.08 1.03 3.73 4.92 

Cost of Fund(%) 2.89 3.45 4.59 4.14 4.11 

Total Equity 117.26 174.93 163.34 227.94 94.75 

NPL/Equity(%) 9.49 3.85 1.90 5.58 5.98 

Table 9: Result of Valuation 

Valuation Metrics Value Per Share US$ 

Dividend Discount Model 6.90 

Discounted Future Earnings 11.58 

Discount Free Cash Flow 13.60 

Fair Value 12.59 

Current Price 4.19 

Discount to Offer Price(%) 200.48% 
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Contacts: 
For enquiries please contact us at our offices: 
Lagos Office: UAC House (6th-8th Floors) 1/5 Odunlami Street, 
P.M.B 12913 Lagos. (Tel.) 234-1-2640160-9 (Fax) 234-1-2702890 
Port Harcourt Office: Afribank Bank Building (2nd floor, 5 Trans 
Amadi Road, Port Harcourt.(Tel) 234-084-463308 (Fax) 234-084-
463174. 
Abuja office: Sterling Bank Building (Formerly  NAL Abuja 

Complex ) , Plot 990, Cadastral Zone A O,  
Central Business District, (Behind Leventis Stores), Abuja FCT  
(Tel) 234 -09 -6700535  

 (Website): www.fsdhgroup.com, www.fsdhsecurities.com  
(Email) fsdhsecurities@fsdhgroup.com 
 
 
 
 

 
Disclaimer Policy 

This publication is produced by FSDH Securities (FSDH Sec) a 
subsidiary of First Securities Discount House Limited (FSDH) 
solely for the information of users who are expected to make their 
own investment decisions without undue reliance on any 
information or opinions contained herein. The opinions contained 
in the report should not be interpreted as an offer to sell, or a 
solicitation of any offer to buy any investment. FSDH Sec may 
invest substantially in securities of companies using information 
contained herein and may also perform or seek to perform 
investment services for companies mentioned herein. Whilst every 
care has been taken in preparing this document, no responsibility 
or liability is accepted by any member of FSDH or FSDH Sec. for 
actions taken as a result of information provided in this 
publication. 

Table 12: Forecast Earnings 

Year Ending April 2009 2010 2011 2012 2013 

Gross Earnings 86.01 107.52 131.34 160.50 196.2 

Interest Income 48.94 61.18 73.41 88.10 105.72 

Other Income 37.07 46.34 57.92 72.40 90.50 

Interest Expense 17.12 21.41 25.69 30.82 36.99 

Interest Margin 31.82 39.77 47.73 57.27 68.73 

Loan Loss Expenses 6.73 9.09 11.81 14.77 17.72 

Net Interest Income 25.09 30.69 35.91 42.51 51.01 

Operating Income 68.89 86.11 105.65 129.67 159.23 

Total Expenses 39.30 49.13 60.01 73.34 89.66 

PBT 22.85 27.89 33.82 41.57 51.85 

Tax 5.19 6.33 7.68 9.43 11.77 

PAT 17.67 21.56 26.14 32.13 40.08 

Shares in Issue 14.48 14.48 14.48 14.48 14.48 

 

Reality Checks  
Gross Earnings Growth (%) 42.32 25.00 22.15 22.21 22.26 

Interest Income Growth (%) 37.00 25.00 20.00 20.00 20.00 

Interest Expense Growth (%) 38.34 25.00 20.00 20.00 20.00 

Operating Income Growth (%) 44.32 25.00 22.69 22.74 22.79 

PBT Growth (%) 40.94 22.06 21.25 22.90 24.73 

PAT Growth (%) 37.78 22.06 21.25 22.90 24.73 

Interest Income/Gross Earnings (%) 56.90 56.90 55.90 54.89 53.88 

Operating Income/Gross Earnings (%) 80.10 80.09 80.44 80.79 81.16 

PBT Margin (%) 26.57 25.94 25.75 25.90 26.43 

PAT Margin (%) 20.54 20.05 19.90 20.02 20.43 

EPS (N) 1.22 1.50 1.81 2.22 2.77 

DPS (N) 0.65 0.80 0.96 1.19 1.48 

P/E Ratio 10.32 8.45 6.97 5.67 4.55 

Earnings Yield Growth (%) 9.69 11.83 14.35 17.63 21.99 

Dividend Yield Growth (%) 5.18 6.32 7.66 9.41 11.74 

      

Source: FSDH Research   
 Margin of Error :10% 
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