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I heard on the

Radio about

investing in the

capital market.

What is a capital

market?

Capital market

is a market

for trading

medium to long

term financial

instructments

such as

shares and

bonds with a

maturity in

excess of one

year.

The capital

market is

divided into

primary and

secondary

markets.

Primary market

is a market for

the sale and

purchase of newly

issued securities of

a company or

government.

It is also called

new issues market.

The proceeds

realised go to the

issuers i.e. the

entities selling the

securities.

Oh that sounds

interesting! Can

you explain to me

what a primary

market is?
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What is a secondary

market? A secondary

market is a

market such as

Securities

Exchange (SE) and

Over the Counter

(OTC) market

where existing

securities of

companies and

exchange etc...

governments are

bought and sold

through the

services of a

broker. examples

are stock

exchange, OTC,

commodity

...The proceeds

of the sale go to

the selling

investor. The

secondary

market provides

liquidity to

investors by

ensuring easy

conversion of

their securities

into cash.
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What is a share?

A share (equity

or stock) is a

unit of ownership

in a company.

When you buy a

share, you

become a part-

owner or

shareholder

Why should I buy

shares through a

stock broker? Can't I

go to the Stock

Exchange to buy

shares myself?
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As an investor, you cannot go

to the Stock Exchange to buy

or sell shares. It is only

stock brokers who are

licensed and registered

professionals permitted to

trade in shares on the Stock

Exchange.

They have the professional

skills and experience in

securities business.

They can also provide the

necessary advice on which

shares to buy and when to

buy. However, the final decision

to invest your money is left

for you, the investor.

Where else can I buy

shares in case I miss any

Public Offer

In case you

miss a public

offering, you

still have an

opportunity to

buy shares

from the

secondary

market

through a

stock broker.

To make a

wise decision,

you should

take the

following

precautions:
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Make sure that the stock

broker has a valid

registration with Securities and

Exchange Commission, SEC

Nigeria as well as being a

current member of the Stock

Exchange.

Ask your stock broker for

a contract note each time you

buy or sell shares listed on

the Stock Exchange. Also,

carefully read the information

contained in the contract note.

Make sure you give the

correct information to your

stock broker when needed.

Always ask your stock

broker questions in case

there is anything you do not

understand.

Wow, I am excited! I

cannot wait for the

next Public Offer

to buy my shares.
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Wait a minute that is not all! When you hand in your

share application form, share allocation is made to

all the people that have applied. This is to make

sure that everyone has some units of the shares

being offered.

If the offer is over-subscribed (that is applications

exceeding the number of shares available), the

shares available are distributed among applicants

according to a given allotment criteria i.e.

predetermined guidelines for distributing the

shares and the investor then receives a refund

for the shares paid for, but not allotted to him or

her.

Share certificates are then sent to all

successful applicants. As an investor, you receive

your share certificate from the stock broker or

authorised selling agent through whom you bought

the shares. (A share certificate is a document that

is evidence of part ownership of a company. It is a

valuable document and must be kept safe.)
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What are the

benefits of

investing in

shares?

There are several

benefits that come

with owning shares.

These include:

Dividends- when

companies make

profit, the board of

directors may give a

percentage of the

profit to its

shareholders. This is

known as dividend.

In other cases, the

directors can

propose to retain the

profit in the company

(retained earnings) in

order to increase its

capital or interest.

�
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Shares therefore offer the

possibility of increased income to

investors. Declared dividends are

paid by warrant or transferred

electronically into an investor's bank

account provided bank account

details have been submitted to the

stock brokers/registrars.

Capital gains- when shares are sold

at a price that is higher than the

price at which they were purchased:

Collateral- Shares can sometimes

be accepted as collateral:

Transferability- Your stockbroker

will explain the process to you:

Bonus Shares- This is an offer of

free additional shares to existing

shareholders at no additional cost,

in proportion to their holdings.

�

�

�
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Are there

disadvantages in

investing in shares?

Yes, there are

disadvantages in owning

shares:

Share price can fall

depending on a number

of factors such as the

performance of the

company, the economy,

demand and supply etc.

If the company's

profits fall, the dividend

may fall and if the

company makes a loss, it

may not be able to pay

any dividend at all.

�

�
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If the share prices

fall, the value of the

share also falls.

If the company

becomes bankrupt

(insolvent), its shares

also lose value.

If the company goes

into liquidation i.e. if it

has to be folded up,

shareholders are the

last to be paid after

all creditors.

Do all shares have

the same price? And

what is the minimum

unit (number) of

shares that I can buy?

No, all shares do

not have the same

price.

For the Public

Offer, the minimum

number of shares

is usually stated in

the company's

prospectus i.e. a

document containing

information on the

company and offer,

however in the

secondary market

there is no limit

(minimum) number of

shares you can

buy.
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What is a

prospectus and

why is it

important?

A prospectus is a selling

document containing

detailed information

about the company

(issuer) and its securities

being offered to the

public to enable investors

make well informed

decisions.

This document is usually

filed with and vetted by

the Securities and

Exchange Commission, SEC

Nigeria for completeness

and accuracy before it is

released to the public.

It is important because it

is a legal document

between the issuers and

the investing public.

It is also important to read and

understand the contents of the

prospectus because it states

amongst others:

the purpose of offering

the securities to the public,

The description of the

company's business,

The legal status of the

company,

The financial statement of

the company,

The rights of the shareholders,

directors and employees,

The price of the securities.

�

�

�

�
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�
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If I encounter any

problem with my

stockbroker regarding

my investments, what do I

do?

If you have a

problem with your

stock broker,

discuss with the

Manager of your

brokerage firm. If

the problem is not

resolved, make

your complaint in

writing and ask for

response.

If the problem is

still not resolved

to your

satisfaction, then,

you can write to

the Director-

General, SEC

Nigeria who will

ensure that the

matter is resolved.

in case you are not

satisfied with the

SEC Nigeria's

decision, you may

proceed to the

Investments and

Securities Tribunal

(IST).
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How can I invest

wisely?

A wise investor always

makes sure that during

public offerings, he / she

buys shares through the

authorised agents

stated in the prospectus

in addition to keeping

proper records of all

investments made.

Also note the followings:

Always ensure you get your

Central Securities Clearing

System (CSCS) statement of

account.

Always read the Stock

Exchange market report that

appears in the news paper to

enable you analyse price

movements in the market.

Keep yourself informed about

the companies in which you have

invested.

Always consult your stock

broker or other registered

investment advisers for further

advice

�

�

�

�
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C.S.C.S?

What is it?

It provides for an

integrated Central

securities depository

clearing

(electronic/book-entry

transfer of shares from

seller to buyer) and

settlement (payment for

bought securities) for

all stock market

transactions.

All securities listed on

the Stock Exchange must

have their certificates

deposited in CSCS before

transaction can take

place on them on the

floor of the Stock

Exchange.
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Really! Tell me more

about this CSCS.

There used to be difficulties

in transfer of shares and

production of new

certificates for traded

securities.

Also, trading transactions

done on the floor of the

Stock Exchange used to be

documented manually which

created settlement

delays in deliveries.

In order to address

these shortcomings, the

Stock Exchange

incorporated a subsidiary

company, the CSCS on

29\07\1992 to implement a

computerized Stock

Exchange Management

System.

The emphasis of the CSCS

was the dematerialization

of share certificates in a

Central Securities

Depository and the

elimination of the many

challenges being

encountered by

registrars and company

executives in issuing new

certificates to investors.

14



How does a

company raise

funds from the

capital market?

�

�

�

Offer for Sale which

refers to sales of shares

by owners of existing

shares to members of the

public.

Rights Issue is an offer

for purchase of shares

which is made only to the

existing shareholders of a

company.

Private Placement occurs

when high net worth

individuals or institutional

investors are invited to buy

a company's shares at a

fixed issue (pre determined)

price.

A company can raise

funds through any

of the following

processes:

Initial Public Offer

(IPO) which refers to

the first offering of

shares of a company

to the general

public for

subscription.

Public Offer which

means offering of

shares of a company

to the public for a

subsequent time

after the initial

public offer.

�

�
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Disclaimer:
This brochure is not a conclusive document, but serves as an
educational and enlightenment tool. The Securities and
Exchange Commission, SEC Nigeria takes no responsibility
for any consequences arising from decisions taken on the
basis of the contents of this brochure.

e-mail:phzo@sec.gov.ng

For further enquiries, please contact:

HEAD OFFICE-ABUJA:

ZONAL OFFICES:

LAGOS:

PORT HARCOURT:

The Securities and Exchange Commission, SEC Nigeria

SEC Towers, Plot 272
SamuelAdesujoAdemulegun Street,
Central Business District,
P.M.B 315, GarkiAbuja- Nigeria.
Tel: 09-6330000 - 6330399
E-mail:
Website: www.sec.gov.ng

No 3 Idejo Street, opposite ICON House off Adeola Odeku
Street Victoria Island.
P.M.B. 12638, Marina, Lagos.
e-mail: lzo@sec.gov.ng
Tel: 01-7358159, 08033208134
Fax: 01-2644538, 2644541
Telex: 234-12644538

First Bank Building
22/24Aba-Port Harcourt Expressway
PMB 5509
Port Harcourt

Tel: 084-575939-40
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KANO:

KADUNA:

MAIDUGURI:

ONITSHA:

IBADAN:

AfricanAlliance House (4th floor)
F1 SaniAbatcha Way
Airport Road, Kano
e-mail:kzo@sec.gov.ng
Tel: 064-891036

JNI Building
41AliAkilu Road
Kaduna State
Tel: 08-23337276

No 11 Baga Road
P.M.B 1495, Maiduguri
Borno State
E -mail: mzo@sec.gov.ng
Tel: 0805-840-2989

Onitsha Business Village
No 4 Ridge Road GRAOnitsha,Anambra State
PMB 1855, e-mail ozo@sec.gov.ng
Tel: 080-33423513

No 4b, Rotimi WilliamsAvenue
OffAwosika,Old Bodija, Ibadan
Oyo State
Tel: 01 7360727,01 8532877
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