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Summary rating rationale 
 

 Wema Bank Plc (“Wema”, “the bank”) ranks among the mid-sized 

commercial banks in Nigeria in terms of balance sheet size, and 

geographical spread across the country. Wema’s total assets 

amounted to N484.2bn (representing a market share of 1.0%) at 

FY18.    

 Total shareholders’ funds improved by 2.6% to N50.9bn at FY18, 

while an additional N17.7bn raised in Tier 2 capital during the year 

accelerated total capital by 35.1% to N75.6bn at FY18 and translated 

to an increase in risk weighted capital adequacy ratio (“CAR”) to 

18.0% (FY17:14.3%).  

 Wema’s asset quality remained fairly strong, with the gross non-

performing loan (“NPL”) ratio ending at 5.0% in FY18 (FY17: 

4.9%), well within the peer average of 6.5%, and tolerable limit of 

5% set by the regulator. Given that fully provisioned NPL of N898m 

was written off during the year, impaired loans’ coverage by specific 

provisions improved to 60% in FY18 (FY17: 20.6%).  

 A mismatch of asset and liability maturities was evident in FY18, 

with the bank recording a liquidity gap of N206.4bn in the ‘less than 

three months’ maturity band, equating to 2.7x capital. Cumulative 

negative liquidity gaps were also recorded across the ‘up to one year’ 

maturity bands. Cognisance has been taken of the behavioural 

liability pattern, with a significant portion of deposits normally rolled 

over at maturity. In terms of statutory compliance, Wema’s liquidity 

ratio remained above the required minimum, albeit with a thin buffer 

throughout FY18, ranging between 30.9% and 38.1% to close the 

year at 34.6%. 

 Wema reported a pre-tax profit of N4.8bn in FY18, an improvement 

of 59.5% over FY17. Performance was supported by both interest and 

non-interest income which saw total operating income grow 27.9% to 

N40.9bn. Although there was an increase in operating expenses 

during the year, underpinned by increases in technology cost and 

personnel cost, the bank was able to achieve  a level of efficiency 

given the decline in cost ratio to 79.7% in FY18 (FY17: 83.8%).  

Accordingly, return on average equity and assets (“ROaE” and 

“ROaA”) improved to 6.6% and 0.8% in FY18 from 4.6% and 0.6% 

in prior year respectively.  
 

Factors that could trigger a rating action may include 
 

Positive change: Upward movement in the rating could result from an 

enhancement of market position, and an improved funding mix that 

could strengthen the bank’s liquidity profile as well as profitability 

metrics.  
 

Negative change: A rating downgrade could follow from a weakening in 

competitive positioning, and sustained pressure on earnings, asset 

quality, and liquidity metrics.  

 Rating class Rating scale Rating Rating outlook Expiry date 
     
Long-term National BBB-(NG) 

Stable April 2020 
Short-term National A3(NG) 

 

mailto:king@globalratings.net
http://www.globalratings.com.ng/
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Organisational profile 
 

Corporate summary1 

Wema, incorporated in 1945 (under the old name of 

Agbonmagbe Bank Limited), is Nigeria’s longest 

surviving indigenous bank. The bank became a public 

limited liability company in 1987 and its shares were 

subsequently listed on The Nigeria Stock Exchange 

(“NSE”) in 1991. Following a strategic repositioning 

exercise in 2009, Wema opted for a regional banking 

licence in order to focus on its key market 

jurisdictions and strengths. Pursuant to meeting CBN 

requirements (including the minimum capital 

requirement for a national bank), Wema was granted a 

national banking licence by CBN in November 2015. 

The bank provides a range of retail and small and 

medium enterprise (“SME”) banking, corporate, 

treasury, trade services and financial advisory 

products/services to its numerous corporate and 

individual customers. 
 

Ownership structure 
Wema’s shareholding structure is considered well 

diversified, with shareholders mix of over 244,000 at 

31 December 2018. Table 1, shows the major 

shareholders with stake above 5%. 
 

Table 1: Major shareholders 
% Holding 

FY17 FY18 

Neemtree Limited 27.7 27.7 

Odu’a Investment Company 10.0 10.0 

Petrotrab Limited 8.5 8.5 

Sw8 Investment Company Limited 8.0 8.2 

Others (<5%) 45.8 45.6 

Total 100.0 100.0 

Source: Wema AFS. 
 

Strategy and operations 

Wema remained focus on its medium term strategy of 

becoming one of the leading players within the retail 

banking segment. Moreso, a recent change in 

leadership of the bank sees to a more aggressive drive 

towards realisation of this goal. As part of its 

strategies on deepening retail market penetration, the 

bank continued to leverage on innovation through 

digitalisation, exploring alternate channels, branch 

refreshment amongst others. ‘ALAT’ which was 

launched as the flagship pioneer digital banking in 

FY17 has since built a large customer base. Per 

management, ALAT transactions accounted for about 

1.5% of the deposit base at FY18. The platform is said 

to have over 400 thousand unique customer base as at 

end-FY18. 

 

Furthermore, the bank repackaged some of its existing 

products tailored towards specific group of 

individuals, such as ‘SARA’, a product designed to 

help women scale up their business through access to 

grant and networking.  The bank has also registered its 

presence in tertiary institutions across the country to 

enable a wider reach of clientele base. 
 

                                                      
1 Refer to previous report issued by GCR for a detailed background. 

The bank’s operations are supported by Finacle, 

which was recently upgraded to the latest version 

“Finacle 10.2”. At end-December 2018, Wema 

operated through a network of 153 branches, 5,427 

active POS terminals, 337 ATM, 1,281 Agency 

partners, over 1500 agents and a staff complement of 

1,021.  
 

Governance structure 

The composition of the bank’s board of directors 

(“board”) and its governance structure are in line with 

CBN’s code of corporate governance for banks in 

Nigeria, and that of the Securities and Exchange 

Commission (“SEC”) for listed companies. The 

bank’s board composition and adherence to selected 

aspects of appropriate corporate governance are as 

highlighted below. 
 

Description Findings 

Board size 11 members 

Number of executive directors 4 (Including Managing Director) 

Number of non-executive directors 7 (Including Chairman) 

Independent directors Yes, 2 

Tenure of non-executive directors 4 years each/max. 2 cycles 

Number of board committees 5-(Risk Management, Audit, 
Credit, Finance and General 
Purpose, Nomination and 
Governance, and Statutory 
Audit) 

Internal audit and compliance Yes, independent unit 

External auditors and rotation 
policy 

Deloitte & Touche/10 year enure 
(renewable annually) 

 

A major change to the board during FY18 was the 

retirement of Mr. Segun Oloketuyi, the Managing 

Director (“MD”) having served in the capacity for 

over nine years. He has been replaced by Mr. 

Ademola Adebisi with effect from October 2018.  
 

Financial reporting 

The audited financial statements were prepared in 

accordance with International Financial Reporting 

Standards (“IFRS”), the Banks and Other Financial 

Institutions Act and the Financial Reporting Council 

of Nigeria requirements. The bank’s external auditor, 

Deloitte & Touche, issued an unqualified report on the 

FY18 financial statements.  
 

Operating environment2 
 

Economic overview 

The Nigerian economy witnessed sustained economic 

growth in 2018, albeit characterised by mixed growth 

trajectory. Growth in the first half of the year was 

somewhat sluggish due to contractions in the oil 

sector (on the back of declined domestic oil 

production and volatility in global crude oil prices), 

delayed passage and implementation of the budget 

amongst other factors. However, performance was 

firmer in the second half, propelled by a combination 

of increased government investment on capital 

projects and the improved performance of the non-oil 

                                                      
2 Refer to GCR’s Nigerian Financial Institutions Ratings Overview 2018 for 

a brief economic, regulatory and industry review. 
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sector, ultimately accelerating the full year economic 

growth rate. Specifically, the non-oil sector grew by 

2.7% in 2018 compared to 1.5% in 2017, while the oil 

sector grew moderately by 1.1% (2017: 4.7%). 

Overall, real GDP expanded by 1.9% year-on-year up 

from 0.8% registered in 2017.  
 

Real GDP growth for 2019 is projected at 2.0% and 

2.2% by the International Monetary Fund and World 

Bank respectively. This is expected to be underpinned 

by recovery in global crude oil price amidst agreed 

global production cut by Organisation of Petroleum 

Exporting Countries (OPEC) and its allies, as well as 

sustained implementation of the Economic Recovery 

and Growth Plan (2017–2020) by the government. 

Anticipated drawbacks to these projections include; 

perceived political risks associated with the 2019 

general elections and persistent security challenges 

arising from insurgency in the North East and 

herdsmen attack in some parts of the country. Also, 

the upward review of the national minimum wage and 

other social intervention programs by the government 

could exacerbate inflationary pressures in 2019. To 

curtail this effect, CBN is expected to engage in a 

frequent Open Market Operations (“OMO”) auctions 

and maintain tight monetary policies. 
 

Foreign exchange (“FX”) remained relatively stable in 

2018 at an average rate of N305.6/USD and 

N364/USD at the official and parallel market 

respectively on account of various CBN’s FX 

interventions aimed at easing pressure on Naira. 

Furthermore, CBN maintained a non-expansionary 

monetary policy stance by leaving the benchmark 

monetary policy rate, the liquidity ratio and cash 

reserve ratio unchanged at 14%, 30% and 22.5% 

respectively throughout 2018 to curtail inflationary 

pressures. To this end, the headline inflation declined 

progressively from 15.1% in January 2018 to close at 

11.4% in December 2018, and stood at 11.3% in 

March 2019, albeit measured above the targeted single 

digit rate for the period.  
 

After being adjudged the global third best performing 

stock market in 2017 with a strong growth of 42.3%, 

The Nigerian Stock Exchange (“NSE”) recorded 

17.8% contractions in the All Share Index (ASI) to 

close at 31,430.50 points in 2018. Similarly, market 

capitalization dipped by 13.9% to N11.7tn. This 

deterioration can be attributed to pre-election jitters 

and heightened capital outflows on the back of 

attractive yields in the developed economy as well as 

the tensed trade war between the US and China. 
 

Industry overview 

In line with global practice, the Nigerian banking 

industry commenced full implementation of IFRS 9 

with effect from 1 January 2018, shifting from 

incurred credit loss model to expected credit loss 

(“ECL”) model, which is a more forward looking 

approach. To cushion the effect of ECL provisions on 

capitalisation, CBN introduced a four-year transitional 

arrangement which requires banks to hold static the 

adjusted day one impact of IFRS 9 impairment 

charges and spread it over a four-year period. This, 

combined with capital raising initiatives employed by 

a number of banks and strict dividend payment 

regulations resulted in the rise in the industry’s 

average CAR to 15.3% in December 2018, from 

10.2% in December 2017. According to CBN, a new 

capital rule is expected to be introduced in the first 

half of 2019, aimed at (inter alia) aligning CAR 

computation with international regulatory accord 

(Basel III) as well as ensure banks maintain adequate 

capital buffer to withstand any acute financial stress 

scenario.  
 

The industry’s profitability for 2018 reflects an 

improvement, underpinned by declined impairment 

charge and growth in digital transaction volume. Total 

banking sector assets stood at N37.2tn at end-

December 2018 (December 2017: N34.6tn), while the 

credit portfolio decreased by 3.2% to N19.8tn due to 

the conservative lending approach adopted by most 

banks. Per CBN’s statistics, the industry’s average 

gross NPL ratio declined to 12.5% at 1H 2018 

(December 2017: 14.8%), albeit remaining above the 

regulatory threshold of 5%. The decrease can be 

attributed to the favourable macroeconomic 

conditions and stricter prudential regulations. 
 

The evolution of financial technology companies 

(“fintech”) and other non-bank companies leveraging 

technology (in provision of financial services) has 

intensified competitive pressure in the Nigerian 

banking sector, particularly in the retail banking 

space. The competitive dynamics was further 

intensified by the decision of CBN in October 2018 to 

licence the Payment Service Banks (“PSBs”). The 

decision was premised on the apex bank’s objective to 

enhance financial inclusion and stimulate economic 

activities in the rural and unbanked areas by 

leveraging on existing facilities of the 

telecommunication companies and other companies’ 

predominantly in areas with limited banking presence 

and ultimately achieve 80% financial inclusion target 

by year-end 2020. 
 

Statistics as at 31 December 2018 reveals Nigeria’s 

financial sector comprised 21 commercial banks, five 

merchant banks, one non-interest bank, and over 

4,000 other financial institutions. Commercial banks 

include eight international banks, eleven national 

banks, and two regional banks. Polaris Bank Limited, 

the only bridged bank under the control of Asset 

Management Corporation of Nigeria (“AMCON”) 

was established in September 2018 following the 

assumption of the asset and liabilities of the defunct 

Skye Bank Plc by CBN. More recently (March 2019) 

the industry witnessed a merger between two 

commercial banks; Access Bank Plc and Diamond 

Bank Plc. This is expected to alter the competitive 
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position of the players in the commercial banking 

space. 
 

Competitive position 

Wema has established a strong position within the 

retail space in the highly competitive Nigerian 

banking industry and ranks among the Tier 2 banks in 

the country. However, the bank’s asset size is small 

relative to its peers and this has continued to impact 

its earnings capacity. Table 3 shows the bank’s key 

performance indicators against selected peers. 
 

Financial profile 
 

Likelihood of support 

Given the relatively small size of the bank within the 

Nigeria banking industry, support is likely limited to 

its shareholders.  
 

Funding composition 

The bank’s major source of funding remains customer 

deposits, which constituted 79.3% of the total funding 

at FY18. Other funding sources include capital 

(16.2%) and borrowings (4.5%). Details of each 

source of funding are discussed below. 
 

Customer deposits  

Customer deposits rose significantly by 45.1% to 

N369.2bn at FY18, supported by various innovations 

put in place by the bank, particularly within the digital 

space.  
 

Table 2: Deposit book characteristics (%) 
     By type       

 Demand  27.6  Term  51.0 
 Savings  17.0  Others  4.3 
 Concentration     
 Single largest  2.6  Ten largest  16.0 
 Five largest  9.5  Twenty largest  25.0 

Maturity  
 0-3 months  68.9  6-12 Months  3.2 
 3-6 Months  13.6  > 12 Months  14.3 

Source: Wema AFS. 
 

Dominating the deposit mix is term deposit, which 

grew by 54.8% and accounted for 51.0% of total 

deposit. Current and savings deposit grew 36.1% and 

26.2% and accounted for 27.6% and 17.0% 

respectively of the deposit book. The banks focus 

remains on the drive for low cost deposits and 

adequate utilization of the digital platform.  
 

Further analysis of the deposit book shows that a 

significant portion of the book is short dated, with 

85.7% of deposits maturing within twelve months, out 

of which 68.9% matures in 3 months. In addition, the 

book revealed a fairly diversified base, with the single 

largest depositor constituting 2.6% of the book, while 

the 20 largest depositors amounted to a combined 

25.0%.  The bank has projected a 35% growth in 

deposits for FY19, on the back of envisaged increase 

in retail clientele base through the various digital 

banking channels for deposit mobilization.  
 

Capital and borrowings 

Wema’s shareholders’ funds grew 2.6% to N50.9bn at 

FY18, underpinned by internal capital generation and 

was 2x the statutory minimum capital required for the 

bank’s license category. While Tier 1 risk weighted 

CAR rose moderately to 13.5% from 12.3% 

previously, an additional N17.7bn raised in Tier 2 

capital during the year accelerated total capital by 

35.1% to N75.6bn at FY18 and translated to an 

increase in risk weighted CAR to 18.0% 

(FY17:14.3%). 
 

Table 4: Capitalisation 
FY17 FY18 

N'bn N'bn 

Tier 1 capital 21.7 25.5 

Tier 2 capital 3.5 8.6 

Total regulatory capital 25.2 34.1 

 
  

Total risk weighted assets ("RWA") 174.8 189.5 

 
  

Regulatory capital: RWA (%) 14.3 18.0 

Source: Wema AFS. 
 

While the bank secured additional foreign credit 

facilities during FY18, total outstanding borrowings 

(excluding qualifying Tier 2 capital) declined 37.3% 

to N20.8bn as Commercial Papers which constituted 

bulk of the borrowing book at FY17 have been fully 

settled accordingly. The breakdown of liability 

funding at the balance sheet date is shown in Table 5. 

The bank’s borrowings comprise various credit 

facilities secured from financial institutions, including 

intervention funds granted by Nigerian government-

owned financial institutions (Bank of Industry and 

Table 3: Competitive position*  
StanbicIBTC UBN FCMB Sterling Wema 

Wema vs. selected banks 

As at 31 December 2018    
  

Shareholders’ funds (N’bn) 172.0 219.4 158.7 97.8 50.9 

Total assets (N’bn)† 1,575.2 1,432.3 1,350.4 1,090.8 484.2 

Net loans (N’bn) 432.7 473.5 616.0 621.0 252.2 

Net profit after tax (N’bn) 50.8 18.1 12.4 9.2 3.3 

Total capital/Total assets (%) 12.9 15.8 15.6 12.9 15.6 

Liquid and trading assets/total short-term funding (%) 59.8 33.1 19.3 19.2 14.9 

Gross NPL ratio (%) 3.9 8.7 5.9 8.7 5.0 

Net interest margin (%) 7.2 6.9 8.7 7.4 10.0 

Cost ratio (%) 60.4 82.9 72.2 81.4 79.7 

ROaE (%) 32.7 6.5 8.7 9.2 6.6 

ROaA (%) 3.6 1.3 1.1 0.9 0.8 

*Ranked by total assets.  †Excludes balances held in respect of letters of credit.                                                                      Source: Audited Financial Statements. 
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CBN) under its agriculture, small and medium scale 

sector, for on-lending to qualified customers.  
 

Table 5: Borrowings 
FY17 FY18 

N'm N'm 

Qualifying Tier 2 capital 6,328.2 24,676.3 

Wema SPV 6,328.2 24,676.3 

Other borrowings* 33,131.3 20,772.3 

Commercial Paper 15,557.9 - 

National Housing Fund 104.0 93.6 

CBN MSMEDF 108.0 1,000.1 

Due to BOI 3,672.6 2,776.5 

CBN Agricultural loan 992.9 825.2 

Osun Bailout Fund 9,549.6 - 

Shelter Afrique 3,146.3 2,938.3 

AFDB - 5,639.4 

ICD - 7,493.8 

AGSMEIS - 5.4 

Total 39,459.5 45,448.6 

*Excluding Qualifying Tier 2 capital                                   Source: Wema AFS. 
                                               

Liquidity positioning 

Comparison of Wema’s asset and liability maturities 

at balance sheet date shows a negative contractual 

liquidity gap of N206.4bn (2.7 times capital) in the 

‘less than three months’ maturity bucket. Nonetheless, 

the behavioural trend in the Nigerian banking space 

indicates that a significant portion of deposits are 

usually rolled over at maturity.   
 

The bank’s liquidity ratio remained above the 

statutory minimum (30%), albeit with a thin buffer 

throughout FY18, ranging between 30.9% and 38.1% 

to close the year at 34.6%. 
 

Table 6: Net 
liquidity gap profile 
(N'bn) 

<3 
months 

3-6 
months 

6-12 
months 

>1 year 

Assets 168.0 31.2 66.1 123.1 

Liabilities (374.4) (6.5) (2.2) (53.5) 

Net liquidity gap (206.4) 24.7 63.9 69.6 

Cumulative liquidity 
gap 

(206.4) (181.7) (117.8) (48.2) 

Source: Wema AFS. 
 

Operational profile 
 

Risk management 

Wema continues to update its Enterprise risk 

management framework in line with the economic and 

industry conditions. The board is responsible for the 

overall risk management of the bank. These functions 

are performed through its board committees, which 

are assisted by management committees. The bank has 

in place a full compliance risk unit, aimed at 

governing the credit approval process, as well as 

credit monitoring and supervision.  
 

Asset composition 

Total assets grew 26.5% to N484.2bn at FY18, 

underpinned by increased funding base (particularly 

the subordinated debts issued during the year). 

Consequently, reflecting utilisation of the available 

funds, a notable rise was recorded in net loans and 

advances, as well as mandatory reserve with CBN 

during the period. As such, cash and liquid assets 

grew 71.7% to N108.2bn, and accounted for an 

increased 22.3% of the enlarged asset base. 
 

Table 7: Asset Mix 
FY17 FY18 

N'bn % N'bn % 

Cash and liquid assets 63.0 16.5 108.2 22.3 

Cash 13.3 3.5 17.1 3.5 

Liquidity reserve deposits 26.5 6.9 58.1 12.0 

Treasury bills and bonds 19.6 5.1 12.6 2.6 

Balances with other banks 3.7 1.0 20.4 4.2 

Customer advances 215.8 56.4 252.2 52.1 

Other investment securities 24.9 6.5 59.0 12.2 

Investment in property 0.0 0.0 0.0 0.0 

Property, plant and equipment 17.1 4.5 18.6 3.8 

Other assets 61.8 16.1 46.2 9.5 

Total 382.7 100.0 484.2 100.0 

Source: Wema AFS. 
 

Furthermore, the bank’s investment securities, which 

comprised treasury bills and bonds grew significantly 

by 136.9% YoY and accounted for a higher 12.2% of 

total assets at FY18.  
 

Loan portfolio 

Fuelled by customer demand and Tier 2 capital raised 

during the year, the bank’s gross loans and advances 

grew 18.9% to N261.6bn at FY18. The loan book is 

considered to be well diversified by economic sector, 

as no sector accounted for more than 20% of the loan 

book.   
 

Table 8: Loan book characteristics (%) 

 By Sector:     

 Agriculture 3.5  Manufacturing  4.1 

Oil & gas 20.1  IT & Telecomms  0.1 

 Construction  14.7  Transport  5.0 

 Whole sale and retail  16.1  Individuals  2.9 

 Public sector  4.6  Others  29.0 

 Concentration:   Maturity:  
Single largest 4.4 <1 month 2.7 
Five largest 16.9 1-3 months 11.3 
Ten largest 29.6 3-12 months 24.7 
Twenty largest 47.2 >12 months 61.4 

Product type: 
 

  

Term loans 88.4 Others 0.7 

Overdrafts 10.9   

Source: Wema AFS. 
 

Concentration risk by obligor is considered moderate, 

with the single obligor of 4.4% of gross loan, 

translating to 15.3% of shareholders’ funds, while the 

twenty largest exposures accounted for 47.2% of the 

portfolio. The maturity profile of the book was 

relatively long, with about 61.4% maturing after one 

year. About 86.2% of the gross loan was contracted in 

local currency while 13.8% was foreign currency 

denominated. 
 

Contingencies  
Off-balance sheet assets grew 30.3% to N62.9bn at 

FY18, constituted 83.3% of the total capital base and 

27.2% were cash covered. These comprised; 

guarantee and indemnities (70.6%), bonds (7.9%), and 

clean-line facilities and irrevocable letter of credit 

(21.5%).  
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Asset quality 

Wema’s asset quality remained fairly strong with gross 

NPL ratio ending at 5.0% in FY18 (FY17: 4.9%), 

which compares well with the peer average of 6.5%, 

and tolerable limit of 5% set by the regulator. As fully 

provisioned NPL of N898m was written off during the 

year, impaired loans’ coverage by specific provisions 

improved to 60% in FY18 (FY17: 20.6%). 

Management is optimistic about maintaining a quality 

loan book over the medium term as the bank 

continues with its strict loan selection process.   
 

Table 9: Asset Quality  
FY17 FY18 

N'bn N'bn 

Gross Advances  220.1 261.6 

Performing  209.4 248.6 

Impaired  10.7 13.0 
 

  

Provision for impairment  (4.2) (9.4) 

Individually impaired  (2.2) (7.8) 

Collectively impaired  (2.0) (1.6) 

Net NPLs  6.5 3.6 

 
  

Selected asset quality ratios:    

Gross NPLs ratio (%)  4.9 5.0 

Net NPLs ratio (%)  2.9 1.4 

Net NPLs/Capital (%)  11.6 4.8 

Source: Wema AFS. 
 

Financial performance 
 

A five year financial synopsis is presented on page 7 

of this report, and supplemented by the commentary 

below. 
 

The bank’s performance recorded an improvement 

year-on-year across most metrics during FY18. While 

interest income reported a growth of 8.6% to N57.6bn 

during the year, a decline of 8% was recorded in 

interest expense, which saw the net interest income 

report a notable 36.6% growth in FY18. Non-interest 

income grew 13.9% to N13.9bn during the year, 

supported by growth in securities trading. 

Accordingly, total operating income increased 27.9% 

to N40.9bn during FY18, surpassing the budgeted 

N35.6bn for the period.  
 

Operating expenses reported a 21.7% rise toN32.6bn 

in FY18, underpinned by increases in technology 

costs (given the digital focus of the bank) and 

personnel expenses driven by branch and business 

expansion. That said, the outpaced growth of the 

bank’s income saw a decline in the cost to income 

ratio to 79.7% in FY18 (FY17: 83.8%). Accordingly, 

Wema reported pre-tax profit of N4.8bn in FY18, 

which represented a 59.5% growth over FY17 

position, which led to an improved ROaE and ROaA 

of 6.6% and 0.8% in FY18 from 4.6% and 0.6% in 

prior year respectively.  

 
 
 
 
 

Table 10: Budget vs. 
interim results 

Actual 
FY18 

Budget 
FY19 

Actual 
1Q FY19 

N'bn 

% of 
budget* 

FY19 N'bn N'bn 

Income statement    
Net interest income 27.0 27.8 5.6 80.6 

Other income 13.9 12.0 3.8 126.7 

Total income 40.9 39.8 9.4 94.5 

Impairment charge (3.5) - (0.4) - 

OPEX (32.6) (33.8) (7.7) 91.1 

NPBT 4.8 6.0 1.3 86.7 

Balance sheet     

Customers deposits 369.2 500.1 383.3 76.7 

Net advances 252.2 301.3 266.3 88.4 

Total assets 484.2 632.7 573.3 90.6 

Tier 1 capital 50.9 54.9 52.1 94.9 

*Annualised                                                                                   Source: Wema. 
 

Management has forecast 25% growth at the pre-tax 

profit level, which will be highly driven by reduction 

in impairment charges. Operating income is expected 

to remain stable as the bank pursues loan recovery 

with slight growth in risk assets. However, for the 

three months period ending 30 March 2019, the bank 

delivered a pre-tax profit of N1.3bn, translating to 

86.7% of the budget on annualised basis, and 

management remain optimistic about achieving the 

full year budget given the various initiatives put in 

place coupled with gradual economic recoveries. 
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Year end: 31 December

Statement of Comprehensive Income Analysis 2014 2015 2016 2017 2018 Q1 2019

Interest income 35,453             37,128             44,560             53,073             57,635             16,078             
Interest expense (16,901)            (19,408)            (25,910)            (33,306)            (30,643)            (10,484)            
Net interest income 18,552             17,720             18,650             19,767             26,992             5,594                
Other income 6,734                8,664                9,801                12,196             13,895             3,776                
Total operating income 25,286             26,383             28,451             31,963             40,887             9,370                
Impairment charge (88)                    78                     (412)                  (2,180)              (3,511)              (354)                  
Operating expenditure (22,103)            (23,470)            (24,793)            (26,774)            (32,579)            (7,684)              
Share of profit in associate -                    -                    -                    -                    -                    -                    
Net profit before tax 3,094                2,991                3,245                3,009                4,798                1,331                
Tax (721)                  (718)                  (685)                  (754)                  (1,471)              (187)                  
Net profit after tax 2,372                2,273                2,561                2,255                3,326                1,144                
Other comprehensive income 1                        22                     (154)                  140                   0                        32                     

Total comprehensive income 2,373                2,295                2,407                2,396                3,327                1,176                

Statement of Financial Position Analysis

Subscribed capital 68,157             68,157             68,157             27,985             27,985             27,985             
Reserves (incl. net income for the year) (24,389)            (22,093)            (19,687)            21,630             22,904             24,079             
Hybrid capital (incl. eligible portion of subordinated term debt)               50,062             25,000             12,732             6,328                24,676             24,096             
Total capital and reserves 93,830             71,064             61,202             55,943             75,565             76,161             

Bank borrowings (incl. deposits, placements & REPOs)   3,243                -                    37,434             26,575             -                    67,707             
Deposits 217,606           265,494           198,091           180,428           316,291           322,479           
Other borrowings -                    -                    -                    -                    20,772             25,152             
Short-term funding (< 1 year) 220,850           265,494           235,525           207,003           337,064           415,338           

Bank borrowings (incl. deposits, placements & REPOs) -                    -                    -                    -                    -                    -                    
Deposits 41,350             19,484             85,212             74,033             52,908             60,843             

Other borrowings 8,320                27,290             19,362             33,131             -                    -                    

Long-term funding (> 1 year) 49,670             46,774             104,574           107,164           52,908             60,843             

Payables/Deferred liabilities 15,742             12,766             14,501             12,558             18,681             20,855             
Other liabilities 15,742             12,766             14,501             12,558             18,681             20,855             

Total capital and liabilities 380,092           396,098           415,802           382,669           484,219           573,198           

Balances with central bank 70,056             53,386             48,162             26,496             58,054             68,093             
Property, Plant and Equipment 14,043             15,968             16,614             17,079             18,603             19,133             
Receivables/Deferred assets (incl. zero rate loans)                     52,436             43,709             42,197             61,799             46,177             72,522             
Non-earnings assets 136,535           113,062           106,973           105,373           122,834           159,747           

Short-term deposits & cash 12,577             9,535                12,951             13,268             17,115             18,192             
Loans & advances (net of provisions)             149,294           185,597           227,009           215,840           252,190           266,342           
Bank placements 37,106             46,404             6,431                3,675                20,422             17,498             
Marketable/Trading securities 3,723                12,319             3,396                19,569             12,589             65,660             

Other investment securities 37,490             28,789             58,680             24,898             59,029             45,784             

Investment in properties 402                   394                   362                   46                     40                     40                     

Investment in subsidiaries/associates 2,965                -                    -                    -                    -                    -                    

Total earning assets 243,556           283,036           308,828           277,296           361,385           413,516           

Total assets† 380,092           396,098           415,802           382,669           484,219           573,263           

Contingencies 21,112             19,057             37,526             48,301             62,920             62,606             

Ratio Analysis (%)

Capitalisation

Internal capital generation 5.4 5.0 5.0 4.8 6.5 2.3

Total capital / Net advances + net equity invest. + guarantees 45.1 30.4 18.9 19.4 20.2 20.3

Total capital / Total assets 24.7 17.9 14.7 14.6 15.6 13.3

Liquidity ‡

Net advances / Deposits + other short-term funding 56.9 65.1 70.8 76.8 64.7 55.9

Net advances / Total funding (excl. equity portion) 55.2 59.4 66.7 68.7 64.7 55.9

Liquid & trading assets / Total assets 14.1 17.2 5.5 9.5 10.4 17.7

Liquid & trading assets / Total short-term funding 24.2 25.7 9.7 17.6 14.9 24.4

Liquid & trading assets / Total funding (excl. equity portion) 19.7 21.9 6.7 11.6 12.9 21.3

Asset quality 

Impaired loans / Gross advances 2.2 2.7 5.1 4.9 5.0 5.0

Total loan loss reserves / Gross advances 2.0 1.3 1.3 1.4 1.1 1.1

Bad debt charge (income statement) / Gross advances (avg.) 0.1 (0.0) 0.2 1.0 1.5 0.1

Bad debt charge (income statement) / Total operating income 0.3 (0.3) 1.4 6.8 8.6 3.8

Profitability

Net income / Total capital (avg.) 2.6 2.8 3.6 4.1 5.1 1.5

Net income / Total assets (avg.) 0.7 0.6 0.6 0.6 0.8 0.2

Net interest margin 11.5 8.1 7.7 8.2 10.0 6.8

Interest income + com. fees / Earning assets + guarantees (a/avg.) 8.1 5.8 5.7 6.0 7.2 1.2

Non-interest income / Total operating income 26.6 32.8 34.4 38.2 34.0 40.3

Non-interest income / Total operating expenses (or burden ratio) 30.5 36.9 39.5 45.6 42.6 49.1

Cost ratio 87.4 89.0 87.1 83.8 79.7 82.0

OEaA (or overhead ratio) 6.2 6.0 6.1 6.7 7.5 1.5

ROaE 5.6 5.1 5.4 4.6 6.6 8.9

ROaA 0.7 0.6 0.6 0.6 0.8 0.9

Nominal growth indicators

Total assets 15.1 4.2 5.0 (8.0) 26.5 18.4

Net advances 51.4 24.3 22.3 (4.9) 16.8 5.6

Shareholders funds 5.7 5.2 5.2 2.4 2.6 2.3

Total capital and reserves 2.6 (24.3) (13.9) (8.6) 35.1 0.8

Deposits (wholesale) 18.9 10.0 (0.6) (10.2) 45.1 3.8

Total funding (excl. equity portion) 18.3 15.4 8.9 (7.6) 24.1 22.1

Net income 39.6 (3.3) 4.8 (0.5) 38.9 41.4

† Excludes balances held in respect of letter of credit.

‡ Please note that for these ratios, liquid assets exclude the statutory reserve balance.

Wema Bank Plc
(Naira in mill ions except as noted)
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SALIENT FEATURES OF ACCORDED RATINGS 
 

GCR affirms that a.) no part of the rating was influenced by any other business activities of the credit rating agency; b.) the rating was 
based solely on the merits of the rated entity, security or financial instrument being rated; c.) such rating was an independent evaluation of 
the risks and merits of the rated entity, security or financial instrument; and (d) the validity of the rating is for a maximum of 12 months, or 
earlier as indicated by the applicable credit rating document. 
 

The ratings were solicited by, or on behalf of, Wema Bank Plc, and therefore, GCR has been compensated for the provision of the ratings. 
 

Wema Bank Plc participated in the rating process via face-to-face management meetings, teleconferences and other written 
correspondence. Furthermore, the quality of information received was considered adequate and has been independently verified where 
possible. 
 

The credit ratings above were disclosed to Wema Bank Plc with no contestation of/changes to the ratings. 
 

The information received from Wema Bank Plc and other reliable third parties to accord the credit rating included the latest audited annual 
financial statements as at 31 December 2018 (plus four years of audited comparative numbers), latest internal and/or external audit report 
to management, full year detailed budgeted financial statements for 2019, most recent year-to-date management accounts to 31 March 
2019 reserving methodologies and capital management policies. In addition, information specific to the rated entity and/or industry was 
also received. 

 
 
 

 
ALL GCR CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS, TERMS OF USE OF SUCH RATINGS AND 
DISCLAIMERS. PLEASE READ THESE LIMITATIONS, TERMS OF USE AND DISCLAIMERS BY FOLLOWING THIS LINK: 
HTTP://GLOBALRATINGS.COM.NG/UNDERSTANDING-RATINGS. IN ADDITION, RATING SCALES AND DEFINITIONS 
ARE AVAILABLE ON GCR’S PUBLIC WEB SITE AT HTTP://GLOBALRATINGS.COM.NG/RATINGS-INFO/RATING-
SCALES-DEFINITIONS. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT 
ALL TIMES. GCR'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, COMPLIANCE, AND OTHER 
RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE UNDERSTANDING RATINGS SECTION OF 
THIS SITE.  
 
CREDIT RATINGS ISSUED AND RESEARCH PUBLICATIONS PUBLISHED BY GCR, ARE GCR’S OPINIONS, AS AT THE 
DATE OF ISSUE OR PUBLICATION THEREOF, OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT 
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. GCR DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY 
MAY NOT MEET ITS CONTRACTUAL AND/OR FINANCIAL OBLIGATIONS AS THEY BECOME DUE. CREDIT RATINGS 
DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: FRAUD, MARKET LIQUIDITY RISK, MARKET 
VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND GCR’S OPINIONS INCLUDED IN GCR’S PUBLICATIONS 
ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS AND GCR’S PUBLICATIONS DO NOT 
CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND GCR’S PUBLICATIONS 
ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL OR HOLD PARTICULAR SECURITIES. 
NEITHER GCR’S CREDIT RATINGS, NOR ITS PUBLICATIONS, COMMENT ON THE SUITABILITY OF AN INVESTMENT 
FOR ANY PARTICULAR INVESTOR. GCR ISSUES ITS CREDIT RATINGS AND PUBLISHES GCR’S PUBLICATIONS WITH 
THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY AND EVALUATION 
OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING OR SALE. 
 
Copyright © 2019 Global Credit Rating Company Limited. THE INFORMATION CONTAINED HEREIN MAY NOT BE 
COPIED OR OTHERWISE REPRODUCED OR DISCLOSED , IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY 
ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT GCR’S PRIOR WRITTEN CONSENT. The ratings were 
solicited by, or on behalf of, the issuer of the instrument in respect of which the rating is issued, and GCR has 
been compensated for the provision of the ratings. Information sources used to prepare the ratings are set out in 
each credit rating report and/or rating notification and include the following: parties involved in the ratings and 
public information. All information used to prepare the ratings is obtained by GCR from sources reasonably 
believed by it to be accurate and reliable. Although GCR will at all times use its best efforts and practices to 
ensure that the information it relies on is accurate at the time, GCR does not provide any warranty in respect of, 
nor is it otherwise responsible for, the accurateness of such information. GCR adopts all reasonable measures to 
ensure that the information it uses in assigning a credit rating is of sufficient quality and that such information is 
obtained from sources that GCR, acting reasonably, considers to be reliable, including, when appropriate, 
independent third-party sources. However, GCR cannot in every instance independently verify or validate 
information received in the rating process. Under no circumstances shall GCR have any liability to any person or 
entity for (a) any loss or damage suffered by such person or entity caused by, resulting from, or relating to, any 
error made by GCR, whether negligently (including gross negligence) or otherwise, or other circumstance or 
contingency outside the control of GCR or any of its directors, officers, employees or agents in connection with 
the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any 
such information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages 
whatsoever (including without limitation, lost profits) suffered by such person or entity, as a result of the use of 
or inability to use any such information. The ratings, financial reporting analysis, projections, and other 
observations, if any, constituting part of the information contained herein are, and must be construed solely as, 
statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities. 
Each user of the information contained herein must make its own study and evaluation of each security it may 
consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, 
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH 
RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY GCR IN ANY FORM 
OR MANNER WHATSOEVER. 

http://globalratings.com.ng/UNDERSTANDING-RATINGS
http://globalratings.com.ng/RATINGS-INFO/RATING-SCALES-DEFINITIONS
http://globalratings.com.ng/RATINGS-INFO/RATING-SCALES-DEFINITIONS

