LAPO Microfinance Bank Limited
Nigeria Bank Analysis
Rating class

July 2017
Rating scale

Rating

Rating outlook

Expiry date

National
National

BBB+(NG)
A2(NG)

Stable

June 2018

Long-term
Short-term
Financial data:

Summary rating rationale

(USDm comparative)

 The ratings of LAPO Microfinance Bank Limited (“LAPO Mfb” or
“the bank”) reflect its strong competitive position as the market
leader in the Nigeria microfinance banking subsector by size. LAPO
Mfb is one of eight microfinance banks (“MFBs”) licensed to operate
nationally in Nigeria presently. Furthermore, the profile of the bank‟s
management team (in terms of experience) is considered satisfactory.
 LAPO Mfb‟s capitalisation is considered acceptable, with total
shareholders‟ funds amounting to N13.6bn at FY16, translating to
over 6.8x the statutory minimum requirement for its license category,
and a capital adequacy ratio of 25% (compared with the 10%
statutory requirement). The bank registered a strong compound
annual growth rate (“CAGR”) of 36.8% in total capital in the four
year period to FY16 on account of steady internal capital generation
and successful capital raising initiatives.
 LAPO Mfb‟s asset quality (in terms of loans and advances portfolio)
came under pressure in FY16, with the non-performing loan (“NPL”)
ratio rising to 6.2%, having improved from the five-year high of 6.9%
in FY14 to 4.7% in FY15. However, the provisioning level is
considered adequate, while capital protection appears strong,
considering the low net NPL/capital ratio of 5.6% at FY16.
 The bank has displayed satisfactory liquidity metrics across the five
year review period to FY16, with liquid and trading assets/total short
term funding ratio of 27.3% at FY16, compared with the 20%
statutory benchmark.
 LAPO Mfb recorded steady improvement in profitability in the five
year review period to FY16. Performance in FY16 was mainly
revenue driven, as an increase in earning assets delivered a strong
37.7% rise in interest revenue to N23.9bn. Despite a significant
28.2% escalation in operating expenses (driven by staff related and
traveling costs) and additional pressure from impairment charge rise,
the bank ended with a pre-tax profit of N6.7bn, representing a 38.1%
improvement over FY15. Overall, the bank achieved stronger ROaE
and ROaA of 38.1% and 7.9% in FY16, up from 36.2% and 7.2% in
FY15 respectively. An unaudited pre-tax profit of N3.4bn was
reported for the first half of FY17, translating to annualised 70.1% of
the full year budget.
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NGN/USD (avg.)*
196.9
256.0
NGN/USD (close)*
197.0
305.0
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266.0
205.6
Total capital
52.0
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88.9
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Factors that could trigger a rating action may include
Positive change: A significant improvement in the bank‟s market share,
asset quality and liquidity position could trigger a positive rating action.
Negative change: A negative rating action may follow a decline in the
bank‟s profitability, as well as pressure on asset quality and liquidity
indicators.

Organisational profile
Corporate summary
LAPO Mfb was initially founded as a nongovernmental organisation (“NGO”) in 1987,
registered with the Corporate Affairs Commission in
1993, and subsequently incorporated as a private
limited liability company in April 2007. The
company thereafter obtained CBN approval to
operate as a microfinance bank in June 2010. LAPO
Mfb was re-licensed as a National MFB in September
2012 in line with the new microfinance banking model
introduced in the country by CBN in 2011.

loan training for the Group, (v) ensuring the approval
of the Group by the branch manager and (vi) loan
monitoring.
Figure 1 illustrates the reporting lines of LAPO
Mfb‟s market facing team.
Figure 1: Market facing team’s reporting line

Ownership structure
While the local regulations permit individuals, groups
of individuals, community development associations,
private corporate entities, and foreign investors to
establish MFBs, a single investor is not permitted to
own a controlling interest in more than one MFB
without the prior approval of CBN. LAPO Mfb is
more or less an owner-run institution, with the shares
largely owned by two key investors (the Managing
Director and an institutional investor, Lift Above
Poverty Organisation (“LAPO”)), each having 30.1%
and 67.1% shareholding respectively at FY16. The
reminder (2.8%) is owned by other directors in the
company.
Strategy and operations
LAPO Mfb‟s microfinance banking activities are
strategically targeted at micro, small and medium
enterprises (“MSMEs”), particularly poor women
micro enterprises owners, who are served on a group
basis. Specifically, membership of a LAPO Mfb
Group (Union1) is a mandatory requirement for
accessing the bank‟s financing.
Operationally, the bank is structured into seven
business units (Risk Management, Legal &
Compliance, Corporate Planning & Strategy, Finance
& Accounts, Corporate Services, Operations & IT,
and Internal Audit/Control). The head of each
business unit (save for that of the Legal &
Compliance, and Internal Audit) reports directly to
the Managing Director. The heads of Legal &
Compliance and Internal Audit/Control report
directly to the board of directors (“board”). However,
responsibility for mobilisation and coordination of
LAPO Mfb Groups is vested in the Clients Support
Officers (“CSO”) at the branches. The CSO
interfaces directly with the clients and reports to the
branch manager, who in turns reports to the area
manager. The primary functions of the CSO include:
(i) creating awareness about LAPO Mfb‟s activities
to prospective clients, (ii) guiding the prospective
clients on formation of LAPO Mfb Groups, (iii)
registration of eligible members, (iv) organising pre1

Source: LAPO Mfb.

LAPO Mfb offers a wide range of customised
microfinance banking products to its clientele. The
bank‟s loan products include Regular Loans, Festival
Loans, Asset Loans, Enterprise Development Loans
Scheme, Special Loans, and Nedoghama Loans, each
having unique characteristics with regards to target
customer, amount, purpose, tenor and applicable
interest rates. On the liability side, the bank has
mandatory and voluntary savings products (Festival
Savings, Ordinary Voluntary Savings, and My Pikin
Savings, each possessing distinct features).
LAPO Mfb has 438 business offices across 30 states
of the country as at end-June 2017, with a total staff
of over 6,000. The branches are in three categories
(Super, Mega, and Regular) based on their permitted
activity level. For administrative convenience, the
branches are clustered into area offices, while the
area offices are further desegregated into zonal
offices. Supervisory functions are tiered in that order,
with the zonal offices reporting to the head office.
LAPO Mfb‟s operations are supported by Orbit-R, a
robust microfinance banking software package,
developed by Neptune Software Plc. An offsite data
backup facility is in place to aid data recovery in case
of disaster.

A self-selected group of people who access LAPO Mfb’s loans individually,
but have group guarantees.
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Governance structure
MFBs‟ governance structure is governed by the Code
of Corporate Governance for MFBs developed by
CBN in May 2017, the general requirements of which
are summarised in Table 1.
Table 1: Governance structure requirements
No of board members
Minimum of five, maximum of fifteen
Executive/NED* mix
NEDs must exceed Executive directors
Number of ED
Maximum of five
Independent director
Maximum of two independent directors.
Two terms of five years for the MD, three
Directors’ tenure limit
terms of four years for other directors.
*NEDs – non-executive directors.

LAPO Mfb‟s governance structure (in terms of board
composition) is in line with the latest standard
prescribed by CBN. The bank‟s directorate is made
up of nine members, with the majority (six) being
non-executive directors (including the chairman).
One of the non-executive directors is also designated
as independent. Overall, the profile of the board
membership (in terms of professional background
and experience) is considered satisfactory. The
board‟s general oversight is rendered through five
standing committees, viz. Board Audit Committee
(“BAC”), Board Risk Management Committee
(“BRMC”), Finance & General Purpose Committee
(“FGPC”), Nomination/Remuneration Committee
(“NRC”), and Environment, Social & Governance
Committee (“ESGC”). The new governance code
makes it mandatory for MFBs to have a Risk
Management and Audit Committee, a Board
Governance and Nomination Committee, and a Board
Credit Committee (in addition to any other
committees deemed necessary by the individual
bank).
Financial reporting
LAPO Mfb‟s 2016 audited financial statements were
prepared in accordance with International Financial
Reporting Standards (“IFRS”), the Banks and Other
Financial Institutions Act (“BOFIA”), and the
Company and Allied Matters Act (2004). As in
previous years, the external audit opinion by Akintola
Williams Deloitte (Chartered Accountants) on the
2016 financial statements was unqualified.

contracted by 1.5% in 2016 (compared to 2.8% and
6.2% growth in 2015 and 2014 respectively), placing
the country in a recession. The negative trend was
exacerbated by the resurgence of disturbances in the
Niger Delta region (affecting crude oil production
outputs) and the impact of reduced foreign exchange
(“forex”) earnings on the economy. As such, inflation
rose steadily from 9.5% at end-December 2015 to
18.6% at end-December 2016, before falling to
17.2% at end-April 2017.
In order to mitigate the forex shortages and stimulate
economic activity, CBN implemented a restrictive
policy that denied access to forex (from the official
CBN window) for 41 items, and removed the
exchange rate peg to the USD in favour of a flexible
exchange rate policy in June 2016. Despite these
interventions, the currency remained under pressure,
with inadequate forex supply from the official CBN
window driving much weaker exchange rates in the
parallel market. While the NGN/USD exchange rate
rose above N500/USD to mid-March 2017, latterly it
has fluctuated between N360-N400/USD following
CBN interventions. During the last Monetary Policy
Committee (“MPC”) meeting held in May 2017,
CBN maintained the monetary policy rate (“MPR”)
at 14%, the cash reserve ratio (“CRR”) at 22.5% and
the liquidity ratio at 30%, in line with efforts to
combat inflation and maintain price stability.
Industry overview–Microfinance bank subsector
At 31 December 2016, Nigeria‟s financial sector
comprised 21 commercial banks, one non-interest
bank, four merchant banks and over 4,000 other
financial institutions. The microfinance banking
subsector is regulated by CBN, with the operations of
MFBs governed by the Revised Microfinance Policy
Framework for Nigeria (“RMPFN”), issued by CBN
in April 2011. The RMPFN categorises MFBs into
three types, as follows: Unit MFB, State MFB and
National MFB. The basic features of each category of
MFB are summarised below.
Table 2: MFB license category and basic features
Category
Unit MFBs

Capital required
N20m

Restrictions
Operations limited to one
location
(prohibited
from
having branches/cash centres).

State MFBs

N100m

Operations limited to one state
or the Federal Capital Territory
(“FCT”) and authorised to have
branches/cash centres within
the same state or the FCT.

National MFBs

N2bn

Authorised to open/operate
branches and cash centres in
any state and the FCT.

Operating environment
Economic overview
Nigeria‟s macroeconomic fundamentals remained
volatile throughout 2016 owing to low and unstable
international oil prices (which severely affected the
country‟s foreign reserve levels and fiscal planning
capacity), as well as a variety of local and global
challenges. Other factors contributing to heightened
levels of economic uncertainty include the significant
fall in the value of the Naira against the US dollar,
largely due to the role oil plays in funding Nigeria‟s
fiscus. Per the National Bureau of Statistics,
Nigeria‟s real gross domestic product (“GDP”)
Nigeria Bank Analysis | Public Credit Rating

Source: RMPFN.

Prior to the release of the RMPFN, MFBs were
licensed in two categories, namely: Unit MFBs and
State MFBs, with the minimum paid-up capital set at
N20m and N1bn for each category respectively.
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Under the replaced model, a Unit MFB is permitted
to operate and open branches within a local
government area only, while a state MFB is
authorised to operate and open branches within a
state or the FCT.
Competitive position
Detailed peer comparison is constrained by lack of
available up to date financial information on most
players in the sector, as most players are private
companies. As at May 2017, there are 991 MFBs
licensed by CBN, with eight (including LAPO Mfb)
operating as National MFBs, 104 as State MFBs, and
879 as Unit MFBs.
Financial profile
Likelihood of support
Financial support (bailout) from government appears
unlikely for MFBs in Nigeria, considering their
relatively small sizes and private ownership status.
As such, financial support for LAPO Mfb is limited
to its shareholders.
Funding composition
In Nigeria, MFBs‟ funding is statutorily restricted to
equity capital, customer deposits, borrowings
(debentures/qualifying medium to long term loans),
and grants/donations from individuals, organisations,
government and commercial funding from
international sources (subject to CBN approval).
LAPO Mfb‟s funding structure at FY16 comprised:
equity capital (23.7%), customer deposits (48.2%),
and borrowings (28.1%).
Customer deposits and interbank funding
Customer deposits
MFBs‟ deposit mobilisation capacity is largely
constrained by stiff competition from deposit money
banks (given their stronger brand acceptance and
large branch networks). Nevertheless, LAPO Mfb has
demonstrated strong deposit mobilisation capacity
during the five-year review period, with the bank‟s
deposit book closing at N27.7bn at FY16,
representing a growth of 7.6% over FY15 and a
CAGR of 29.7% in the five years to FY16. Savings
deposits formed the bulk (93.3%) of the deposit pool,
hence the maturity profile of the book was short (all
maturing within 30 days contractually).
Table 3: Deposit book characteristics at FY16 (%)
By type
By concentration
Term
6.7 Single largest
93.30.1
Savings
93.3 Twenty largest

Borrowings
LAPO Mfb‟s borrowing book (made up of onlending facilities from foreign and local financial
institutions) expanded by over a quarter to N16.4bn
at FY16. While a significant (42%) portion of the
outstanding borrowings was US Dollar denominated,
foreign exchange risk has been largely mitigated
through hedging. As such, LAPO‟s exposure to
foreign exchange risk is limited to default scenario.
As at 30 June 2017, the unexpired tenor of the
facilities ranged from one month to four years. Apart
from the CBN and BOI facilities, which attract
interest at 2% and 9% pa respectively, interest on
other facilities ranges from 11.25% to 23.0%.
Table 4: Outstanding borrowings at FY16
Standard Chartered Bank Nig. Ltd.
Lotus Capital
CCP Incofin CVSO/ Impulse loan
ResponsAbility SICAV (Lux)
Symbiotics
Partners For Development
IFC
Alitheia
Blue Orchard
Agence Francais De Development (AFD)
FMO
CBN (MSME)
Access Bank
AfDB
BOI
Total
Source: LAPO Mfb.

N’m
211.8
288.2
669.2
2,224.8
1,904.1
154.4
2,100.7
62.1
1,768.6
407.7
1,837.2
1,606.2
292.2
1,617.5
1,002.2
16,146.9

To further bolster its funding base, the bank is
planning to raise long term debt comprising 5-year
fixed rate senior unsecured bonds, of N6bn (Series 1
under its N20bn debt issuance programme) in FY17.
Capital
LAPO Mfb registered a strong CAGR of 36.8% in
total capital in the four year period to FY16 through a
combination of internal capital generation and
successful capital raising initiatives. Consequently,
the bank‟s shareholders‟ funds stood at N13.6bn at
FY16, translating to over 6.8x the statutory minimum
requirement for its license category, and an
acceptable capital adequacy ratio of 25% (compared
with the 10% statutory requirement).

0.1
1.1

Source: LAPO Mfb.

However, the well diversified nature of the deposit
book, with the 20 largest comprising barely 1.1% of
the book at FY16, mitigates liquidity risk somewhat.
The total number of depositors (voluntary savings)
stood at 2.6m at the balance sheet date.
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Figure 2: Capital adequacy (%)

Credit risk
LAPO Mfb is exposed to credit risk through its
lending activities (including interbank placements).
The bank‟s balance sheet expanded by 19.7% to
N62.7bn at FY16, with no aggressive shift in the
asset mix. The risk portfolio (loans and advances)
comprised 79.5% of the asset base, with interbank
placements comprising further 11.7%.
FY15

Table 6: Asset mix
Cash & liquid assets
Cash
Source: LAPO Mfb.

Liquidity positioning
LAPO Mfb displayed satisfactory liquidity metrics
across the five year review period to FY16, with
liquid and trading assets/total short term funding ratio
standing at 27.3% at FY16, compared with the 20%
statutory benchmark. While the matching of the
bank‟s asset and liability maturities at the balance
sheet date showed a marginal liquidity gap of N0.8bn
in the „less than three month‟ maturity band (5.9% of
capital), liquidity risk is mitigated by the fact that
mandatory deposits (forming the bulk of the deposit
base) are, by policy, held against advances (hence not
unconditionally available to customers).
Table 5: Net liquidity gap
profile (N’bn)
Assets
Liabilities

<3
month
30.0
30.8

3-6
months
8.0
2.4

6-12
months
16.1
4.5

>1
year
4.3
6.5

Net liquidity gap

(0.8)

5.6

11.6

(2.3)

Cumulative liquidity gap
Source: LAPO Mfb.

(0.8)

4.8

16.5

14.2

FY16

N'm

%

N'm

%

6,748.1

12.9

9,730.9

15.5

84.8

0.2

226.5

0.4

T-bills and bonds

1,334.9

2.5

2,178.4

3.5

Balances with other banks

5,328.4

10.2

7,326.0

11.7

42,951.8

82.0

49,855.6

79.5

Property and equipment

1,546.9

3.0

2,021.9

3.2

Other assets

1,152.1

2.2

1,112.8

1.8

52,398.9

100.0

62,721.2

100.0

Customer advances

Total
Source: LAPO Mfb.

Loan portfolio
LAPO Mfb grew its loans and advances portfolio (on
a gross basis) by 17.7% to N52.3bn at FY16, with
micro loans comprising 94.6% of the asset pool.
The borrower base was well diversified, made up of
over 1.3m obligors, with the 20 largest exposures
constituting less than 0.1% of the loan book at FY17.
Figure 3: Borrowers growth trend (in thousands) – FY16

Operational profile
Risk management
LAPO Mfb adopts a simple credit approval
procedure, given its relatively small loan limit per
obligor. Depending on the loan product, credit
approval authority is vested in the Branch Manager
and Area Manager. Nevertheless, credit decisions are
guided by a well-documented credit administration
policy, which inter alia defines the eligibility criteria
and processing procedure per credit product, as well
as lays out the post-disbursement risk management
process (exposures monitoring and workout). By
policy, LAPO Mfb‟s credit exposure is restricted to
active LAPO Mfb Group members, while such loan
request must be backed by unanimously adopted
resolution of such borrower‟s group. Other credit
protection factors include a short credit cycle
(duration ranging from one to 12 months), third party
guarantee, retention of legal ownership of financed
assets (where applicable), group pressure, as well as
credit insurance.

Source: LAPO Mfb.

Table 7 shows the basic characteristics of the loan
book as at 31 December 2016.
Table 7: Advances book characteristics (%)
By type:
Micro loans
SME
Staff- loans

FY16
94.6
4.7
0.7

By sector:
Agriculture
Trade & Commerce
Education

5.9
90.9
3.2

By maturity:
6 months to 1 year

100.0

Source:LAPO Mfb.
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Asset quality
LAPO Mfb was impacted by the challenging
macroeconomic environment in the country, as its
NPL ratio trended upward to 6.2% in FY16, having
improved from the five-year high of 6.9% in FY14 to
4.7% in FY15.
Table 8: Asset Quality (N’m)

FY15

FY16

Gross Advances

44,455.6

52,326.9

42,387.1

49,087.9

Loan classification
Performing
Impaired

2,068.5

3,239.0

Provision for impairment

(1,503.7)

(2,471.2)

Individually impaired

(1,347.8)

(2,231.4)

Collectively impaired

(155.9)

(239.8)

564.9

767.8

Gross NPLs ratio (%)

4.7

6.2

Net NPLs ratio (%)

1.7

2.0

Net NPLs/Capital (%)
Source: LAPO Mfb.

5.5

5.6

Net NPLs

FY15 and translating to an improved ROaE and
ROaA of 38.1% and 7.9%, up from 36.2% and 7.2%
in FY15 respectively.
Management targets a pre-tax profit of N9.8bn in
FY17, representing as significant 45.5% growth over
FY16. Performance in FY17 is expected to be driven
by earning assets growth, as total operating income is
expected to grow by 20.5% (with interest income
contributing 98.4%). While a reduction in the
impairment charge is envisaged on account of
improved risk management, operating expenditure is
expected to increase by 15% due to the ongoing fund
raising and IT enhancement related expenses.
However, the bank‟s cost ratio is expected to improve
to 64.9% (FY16: 68.1%) on account of stronger
revenue growth.
Table 9: Actual FY16 vs.
budget FY17 (N’bn)

Actual

Budget

FY16

FY17

Net interest income

23,901.9

28,614.2

19.7

211.3

453.9

114.8

24,113.2

29,068.1

20.5

(964.0)

(402.9)

(58.2)

(16,432.0)

(18,890.3)

15.0

6,717.2

9,774.9

45.5

Deposits

27,672.2

36,585.0

32.2

Advances

49,855.6

55,343.8

11.0

Total assets

62,721.2

70,625.4

12.6

Tier 1 capital
Source: LAPO Mfb.

13,617.0

19,002.2

39.5

Other income

The provisioning level is considered adequate, while
capital protection appears strong, considering the low
net NPL/capital ratio of 5.6% at the balance sheet
date.

Total operating income

Financial performance and prospects

Balance sheet

A five year financial synopsis, up to 31 December
2016, is reflected at the back of this report,
supplemented by the commentary below.
LAPO Mfb recorded steady improvement in
profitability in the five year review period to FY16.
Performance in FY16 was mainly revenue driven, as
increases in earning assets delivered a strong 37.7%
rise in net interest income to N23.9bn. Net interest
margin expanded somewhat to 42.3% in FY16
(FY15: 38.6%), illustrating the high asset yields
which may be achieved in the microfinance segment.
Despite a significant 28.2% escalation in operating
expenses (driven by staff related and traveling costs),
the cost ratio declined to 68.1% (FY15: 73.2%).
Figure 4: Profitability indicators

Bad debt charge
Operating expenditure
NPBT

% growth

The realisation of the FY17 budget is dependent on
the bank‟s ability to achieve its forecast asset and
revenue growth, which will be determined largely by
the success of the planned long term debt raising. An
unaudited pre-tax profit of N3.4bn was reported for
the first half of FY17, translating to annualised
70.1% of the full year budget. Hence, the FY17
budget is considered achievable.
The bank is also in the process of developing a new
five year strategic blueprint (covering the 2018-22
period). According to management, the new strategic
plan aims at sustaining the bank‟s leadership position
in the country‟s microfinance banking space, to be
pillared on deployment of appropriate technology,
process improvement, product diversification,
establishment of a clearly defined target market, and
human resources upskilling.

Source: LAPO Mfb.

Notwithstanding further pressure from impairment
charge escalation, the bank recorded a pre-tax profit
of N6.7bn, representing a 38.1% improvement over
Nigeria Bank Analysis | Public Credit Rating
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LAPO Microfinance Bank Limited
(Na i ra i n mi l l i ons except a s noted)
Yea r end: 31 December
Income Statement Analysis
Interes t i ncome
Interes t expens e
Net interest income
Net fee a nd commi s s i on i ncome
Other i ncome
Total operating income
Impa i rment cha rge
Opera ti ng expendi ture
Net profit before tax
Ta x
Net profit after tax

2012
8,659
(874)
7,785
9
60
7,854
(114)
(5,200)
2,541
(900)
1,641

2013
10,733
(1,101)
9,632
25
54
9,711
(273)
(6,826)
2,612
(868)
1,743

2014
16,504
(1,550)
14,954
(8)
58
15,004
(1,280)
(9,575)
4,149
(1,340)
2,808

2015
19,408
(2,053)
17,356
14
138
17,508
175
(12,820)
4,863
(1,572)
3,291

2016
26,669
(2,767)
23,902
59
152
24,113
(964)
(16,432)
6,717
(2,170)
4,547

3,884
3,884

5,687
5,687

7,915
7,915

10,252
10,252

13,617
13,617

Cus tomer depos i ts
Other borrowi ngs
Short-term funding (< 1 year)

9,793
2,084
11,877

13,854
1,215
15,069

20,360
930
21,290

25,706
4,603
30,309

27,672
7,981
35,654

Cus tomer depos i ts
Other borrowi ngs
Long-term funding (>1 year)

2,218
2,218

4,271
4,271

6,734
6,734

8,223
8,223

8,166
8,166

Pa ya bl es /Deferred l i a bi l i ti es
Other liabilities

2,622
2,622

2,548
2,548

3,688
3,688

3,615
3,615

5,285
5,285

20,601

27,576

39,628

52,399

62,721

63
505
877
1,445

30
653
573
1,256

273
1,188
928
2,388

85
1,547
1,152
2,784

227
2,022
1,113
3,361

Net l oa ns a nd a dva nces
Ba nk pl a cements /s hort-term l oa ns
Ma rketa bl e/Tra di ng s ecuri ti es
Inves tments
Total earning assets

16,741
2,415
19,156

23,012
2,544
764
26,320

32,729
3,469
1,042
37,240

42,952
5,328
1,335
49,615

49,856
7,326
2,178
59,360

Total assets

20,601

27,576

39,628

52,399

62,721

42.2
18.9

30.7
20.6

35.5
20.0

32.1
19.6

33.4
21.7

170.9
118.8
12.0
20.9

166.1
119.0
12.1
22.2

160.8
116.8
12.1
22.5

167.1
111.5
12.9
22.3

180.2
113.8
15.5
27.3

1.1
1.1
n.a .
1.4

2.2
1.8
1.4
2.8

6.9
4.6
4.4
8.5

4.7
3.3
(0.4)
(1.0)

6.2
4.7
2.0
4.0

32.4
80.5
0.9
66.2
n.a
n.a

26.9
41.8
0.8
70.3
36.4
7.2

27.7
45.6
0.3
63.8
41.3
8.4

27.8
38.6
0.9
73.2
36.2
7.2

27.9
42.3
0.9
68.1
38.1
7.9

n.a .
n.a .
n.a .
n.a .
n.a .
n.a .
n.a .

33.9
37.5
46.4
46.4
41.5
37.2
6.3

43.7
42.2
39.2
39.2
47.0
44.9
61.1

32.2
31.2
29.5
29.5
26.3
37.5
17.2

19.7
16.1
32.8
32.8
7.6
13.7
38.2

Balance Sheet Analysis
Ordi na ry s ha rehol ders ' equi ty a nd res erves
Les s : Inta ngi bl e a s s ets
Total capital and reserves

Total capital and liabilities
Ca s h on ha nd
Fi xed a s s ets
Other a s s ets
Total non-earning assets

Ratio Analysis (%)
Capitalisation
Interna l ca pi ta l genera ti on
Tota l ca pi ta l / Tota l a s s ets

n.a .

Liquidity
Net a dva nces / Cus tomer depos i ts
Net a dva nces / Tota l fundi ng (excl . equi ty porti on)
Li qui d a nd tra di ng a s s ets / Tota l a s s ets
Li qui d a nd tra di ng a s s ets / Tota l s hort-term fundi ng
Asset quality
Impa i red l oa ns / Gros s a dva nces
Tota l l oa n l os s res erves / Gros s a dva nces
Ba d debt cha rge (i ncome s ta tement) / Gros s a dva nces (a vg.)
Ba d debt cha rge (i ncome s ta tement) / Tota l opera ti ng i ncome
Profitability
Net profi t ma rgi n
Net i nteres t ma rgi n
Non-i nteres t i ncome / Tota l opera ti ng i ncome
Cos t ra ti o
ROa E
ROa A
Nominal growth indicators
Tota l a s s ets
Net a dva nces
Sha rehol ders funds
Tota l ca pi ta l a nd res erves
Cus tomer depos i ts
Tota l fundi ng (excl . equi ty porti on)
Net profi t a fter ta x

n.a .

n.a .

^ Di fferences ma y occur due to roundi ng.
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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, LAPO Microfinance Bank Limited, and therefore, GCR has been compensated for the
provision of the ratings.
LAPO Microfinance Bank Limited participated in the rating process via face-to-face management meetings, teleconferences and other
written correspondence. Furthermore, the quality of info received was considered adequate and has been independently verified where
possible.
The credit ratings above were disclosed to LAPO Microfinance Bank Limited with no contestation of/changes to the ratings.
The information received from LAPO Microfinance Bank Limited and other reliable third parties to accord the rating included the audited
annual financial statements of LAPO Microfinance Bank Limited for five years, up to 31 December 2016, the unaudited management
accounts for six months (up to June 2017), and other detailed information related to the bank’s operations.

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/RATINGSCALES-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 © 2017 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.
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