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More agile than ever before

The Past

Sterling

Your One Customer Bank
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0 Sterling

A Sterling Inspired By You

With renewed purpose to serve you better, our new identity is
simpler, more dynamic and sophisticated in look. It echoes our
evolution from legacy banking into a new and agile organization
delivering financial solutions.

Therevolutionisin full swing and we've only just started.

#RisingSun




OUR NEW
IDENTITY

0 Sterling

“Rising Sun”, the symbol of our new identity unveiled in January, 2019 is a new,
modern look and feel which vividly illustrates the bank’s growth trajectory and
future positioning.

Simple, sophisticated and more dynamic in look, our new identity, reflects our
progression from traditional banking to a new and agile force that delivers forward-
moving disruptive solutions. The new look helps us tell our story better paving the
way for us to make more impact.

The Rising Sun represents our drive and mission to be Nigeria's foremost bank,
delivering highly impactful and valuable solutions for all our stakeholders. Our
proof points are the recent launch of innovative, market-disrupting products such
as Specta - Nigeria's fastest consumer lending platform, FarePay - Africa’s 1st
Contactless Transport Card and I-Invest - World's 1st Mobile Treasury Bills App
among others. The logo reflects how far we have come as a Bank and our plans for
the future.

While we continue to provide full-service commercial banking, Sterling will focus
its resources on driving efficiency across the business under the three pillars of
agility, digitization and specialization. These pillars are our pathway to sustainable
growth by enhancing the ability to innovate, solidify retail funding base, strengthen
enterprise-wide risk management framework and drive excellent service delivery
across all channels to enhance customer experience.

Welcome to the new Sterling.
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AT THE HEART
OF STERLING

“Creating wealth by doing good is at our core as a financial institution,
hence our focus on initiatives aimed at de-risking key sectors in the
economy, supplying clean energy to households, ensuring food
security and refining education and healthcare delivery, and providing
these sectors with affordable finance.”
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NOTICE OF ANNUAL
GENERAL MEETING

NOTICE IS HEREBY GIVEN that the 57th Annual General
Meeting of Sterling Bank Plc will be held at Eko Hotel &
Suites, Plot 1415, Adetokunbo Ademola Street, Victoria
Island, Lagos on Thursday, the 25th day of April, 2019 at
10.00 a.m. to transact the following business:

ORDINARY BUSINESS
1. To receive the Audited Financial Statements for the
year ended 31" December, 2018 and the Reports of
the Directors, Auditors and the Audit Committee
thereon.
2. To elect/re-elect Directors
(a) To elect Mr. Michael Ajukwu as an
Independent Director
(b) To elect Mrs. Folasade Kilaso as a
Non-Executive Director
(c) To re-elect Mr. Michael Jituboh as a
Non-Executive Director
(d) To re-elect the following Directors retiring by

rotation:
Mrs. Tairat Tijani

Dr. (Mrs.) Omolara Akanji
3. To authorize the Directors to fix the remuneration of
the Auditors
4. To elect members of the Statutory Audit Committee

NOTES

Re-election of Director aged 70 years and above
In accordance with Section 256 of the Companies and

Allied Matters Act, Cap C20, Laws of the Federation of
Nigeria, 2004, special notice is hereby given that Mr.
Michael Jituboh, who attained the age of 70 years in
September 2018, and being eligible and willing to continue
will be proposed as a Director for re-election at the
meeting.

Proxy
A member of the Company entitled to attend and vote at

the Annual General Meeting is entitled to appoint a proxy to
attend and vote in his/her stead. A proxy need not be a
member of the Company. To be valid, a completed proxy
form must be duly stamped at the Stamp Duties office and
deposited at the office of the Registrar, Pace Registrars
Limited, Akuro House (8th floor), 24 Campbell Street, Lagos
not less than 48 hours prior to the time of the meeting.
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Statutory Audit Committee
The Statutory Audit Committee consists of three

shareholders and three Directors. Any member may
nominate a shareholder as a member of the Statutory Audit
Committee by giving notice in writing of such nomination
to the Company Secretary at least twenty-one (21) days
pbefore the Annual General Meeting. The Securities &
Exchange Commission's Code of Corporate Governance
provides that members of the Statutory Audit Committee
should have basic financial literacy and should be able to
read financial statements. We therefore request that
nominations be accompanied by a copy of the nominee’s
curriculum vitae.

Unclaimed Dividend Warrants and Share Certificates
Shareholders are hereby informed that Dividend warrants

and a number of share certificates have been returned to
the Registrars as “unclaimed”. A list of unclaimed dividend
will be circulated with the Annual Report & Financial
Statements. Any member affected by this notice should
contactthe Registrar, Pace Registrars Limited, Akuro House
(8th Floor), 24, Campbell Street, Lagos.

Right of Shareholders to ask Questions
Shareholders reserve the right to ask questions not only at

the meeting, but also in writing prior to the meeting on any
item contained in the Annual Report and Financial
Statements. Please send questions to
investor.relations@sterling.ng not later than 11th April,
2019.

Profiles of Directors
The profiles of all Directors of the Bank are provided in the

Annual Report.

Annual Report and Financial Statements

The Annual Report and Financial Statements can also be
downloaded from the Bank's website, www.sterling.ng
dated this 27th day of March, 2019.

BY ORDER OF THE BOARD

e

JUSTINA LEWA
Company Secretary
20 Marina

Lagos



OVERVIEW
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WHY INTEGRATED
REPORTING

Sterling Bank is more than just a bank, we are a way of life. As such, the numbers
alone cannot tell our story. This integrated report is our approach to relaying
information on the value created by the business for all stakeholder with an
overview of the material issues affecting the organization in view of current realities
in Nigeria, and the way these are addressed.

The integrated annual report encompasses all Sterling Bank’s operations which are
conducted exclusively within Nigeria being a full service national bank, and covers
the period of 1 January 2018 to 31 December 2018. Integrated reports are prepared
annually, and the 2017 report can be accessed on the Sterling Bank website
(www.sterling.ng).

This report was prepared in accordance with the Companies and Allied Matters Act
(2004) and Banks and other Financial Institution Act (2004) amongst other
regulatory frameworks guiding all aspects of industry and the Bank's operations.

The Board of Directors believe that it adequately addresses and elaborates upon
the realities faced by Sterling Bank Plc and approved it on 26 February, 2019.
Assurance regarding annual financial statements is provided by the Independent
Auditors report contained therein and, where considered appropriate, external
sources have been used to provide independent information.

Enquires regarding the content of this report can be forwarded to the Company
Secretary:

Email: customercare@sterling.ng or investor@sterling.ng

post; Sterling Towers, 20 Marina, P.M.B. 12735, Lagos, Nigeria.
Phone: +234 (1) 4884881-5
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PERFORMANCE
HIGHLIGHTS

TOTAL ASSETS LOANS & ADVANCES GROSS EARNINGS OPERATING INCOME
1,102,921 | | 621,017 152,164 82,282
A A A A
2.9% 3.8% 14.0% 12.2%
kFROM FY 2017 ) k FROM FY 2017 \ FFFFFFFFF ) \ FFFFFFFFFF )
DEPOSITS EARNINGS PER SHARE PROFIT BEFORE TAX PROFIT AFTER TAX
760,608 32k 9,489 0,218
A A A A
11.1% 14.9% 17.1% 14.9%
\FROM FY 2017 J K FROM FY 2017 &FROM FY 2017 CROM FY 2017 )
POS ATM USSD BRANCHES CUSTOMERS PROFESSIONAL
USERS STAFF
ATM
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Mooby’s
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OUR BUSINESS
MODEL

Our Heritage
2006-2010 | The Birthing Process

Magnum
Trust Bank
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NAL Bank Plc
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Trust Bank of
Africa Ltd.

Indo-Nigerian
Merchant Bank
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NMB Bank Ltd.

g

LWe navigated through these years to:
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OUR BUSINESS
MODEL

Low Branch Network
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Weak Customer Base ﬁ
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OUR BUSINESS
MODEL

Our Heritage

2011-2018 | Our Growth Years

Completed integration
of ETB and launched
retail banking

@ Sold non core
businesses following
the repeal of universal
banking by the CBN

@ Acquired Equitorial
Trust Bank to Scale our

e Raised N12.1bn via
Rights Issued

e Launched Agent
business Banking

Raised US$120m
(N19.1bn) through
private placement

e Obtained Non-Interest
Banking license

® Deployed new CORE
Banking application-
Temenos T24

® Established Bond &
Commercial Paper
(CP) issuance

programmes

® |aunched the
Sterling
Environmental
Makeover (STEM)
campaigns

Organisational o
restructuring along

business lines

Received PCIDSS

certification for all °
our cards

Received ISO

certifications for our

information assets °

® Launched our digital
transformation
journey: achieved full
launch of SPECTA, i-
invest and Onepay

® For the first time, we
achieved over one
million monthly NIBBS
Instant Payment
transactions

® Ranked No. 26 in Top
100 corporates to
work in Nigeria

Completed the
implementation work
to achieve Basel 2
compliance
Introduced HEART
initiative to further
drive sustainability
banking

Launched the AGILE
way of working to
improve efficiency
and speed to market

WE BELIEVE THAT THE KEY OBJECTIVES OF NIGERIAN BANKS WILL CENTRE ON:

Efficient
Liquidity
Management

8

-5

Wihile...
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Cost
Efficiency

Keeping
abreast of
global

trends

D]

Excellent
service
delivery

Tracking
competition
and regulation

S0 Se

Asset

protection in
order to
sustain optimal
returns on
capital.

Leveraging
technology to
enable and
harness
opportunities



OUR BUSINESS
MODEL

Our Purpose

“Enriching Lives”

. | (D
We support and For our employees, To our customers, With our partners For our
collaborate to we strive to build we place a and vendors we shareholders we
improve the lives an organization premium on value prioritize long term compete to be the
of the people in that motivates and enhancement in relationships and best without
communities inspires all to our relationships offer fair terms in compromising the
where we do achieve their full our dealings future

©
L

business potential
b 4
&> (8] ) ;”

Qur Vision

The Bank intends to become the financial
institution of choice for key stakeholders.
Our main focus will be on enhancing

"TO be the ﬁnanC|al tecl;molog_icalizgp?:)bili_tyand endtrtinchinga
Institution of choice”
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OUR BUSINESS
MODEL

Qur Mission

“We deliver solutions that enhance

stakeholders value”

Employees Customers

To provide a motivating,  To improve turnaround

safe work environment time for transactions,

and career progression enhance the service

opportunities to our experience, and

employees increase retail channels
to ensure our services
are within reach

C Customer Focus

I Integrity

T Teamwork

E Excellence
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Community
Regulators Shareholders And Vendors
Be responsive to the Delivering strong ROE Enter responsible
rules set and contribute  to investors without business partnerships
to the achievement of a compromising the that help to grow and
sound and stable future improve the
financial services sector community and
vendors

“The customer is king”

Holistic understanding of the customers’ business
Creativity in meeting the customers’ needs, both
internal and external

Commitment, dependability, reliability and
confidentiality geared towards winning the customers’
implicit trust

“The success of one is the success of all”

Seamless interface of all parts of the business

Commitment to excellence in all our
engagements



OUR BUSINESS
MODEL

Our Strategy

Create a learning
organization to
optimize
productivity

Manage risk,
balance sheet and
capital to deliver
superior returns to
shareholders

mize operations Deliver excellent
nology to customer service

er control, and drive efficiency
and sales through
robust digital and
payments capability

Operating Ethos

MH=n

Focus on
the user

The bank of the future must understand the
consumer of the future and address their needs



OUR BUSINESS
MODEL

Our Operating Model

We will adopt the agile methodology
and journey thinking to improve speed
and the customer experience.

We remain focused on creating a Nimbleness
start-up culture in the bank to embed and Agility

customer-centricity and drive internal

collaboration by embracing innovation
and entrepreneurship.

Agile
Ecosystem
Enabling options
to switch

Agile Strategy
Continuous
Innovation

Agile minds
Rapid learning,
dynamic shifting,
ability & pace to
produce multiple
outputs

How we will create and grow value
I

Extracting natural
synergies among

business groups

Targeting high-
growth market

and segment

Efficiency for

profitable and
sustainable

growth

- Leveraging synergies and e Acquiring new customers « Driving focus in specific

cross-selling opportunities along defined segments sectors including Health,
Education, Agribusiness,
» Forging deeper » Using digital revolution to Renewable Energy and
relationships with transform banking in Transportation
customers Nigeria
« Exploiting the group
« Building customer structure for value
networks accross realization and enhanced
businesses operating efficiency
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OUR BUSINESS
MODEL

Our Roadmap

1. Focus on sustainable business lines

Building a stable funding base and lending securely
Retail Banking: "Growing with Nigeria”

Retail banking provides
a sustainable business
model for our
ambitions

S =
E

We are building our

internal processes and

capital to enable us

play aggressively in
this space efficiently

Corporate/Institutional Banking: “The next frontier”

We are building our
institution to cater
intelligently to the
growing, young and
dynamic Nigerian
population

Through educating our
people, we are building
a knowledgeable
institution...

(1111

erey
®

We are making
significant investments
in technology
infrastructure that
include smart systems
for efficient and prompt
processing...

4

...and marketing
communications to
make us 'the brand' to
associate with

We remain committed
to partnering to build
our business in different
segments while also
leveraging alternative
finance solutions
through non- interest
banking

...able to cater to the
complex financial needs
of the next frontier in
Nigeria's financial
market development
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OUR BUSINESS
MODEL

Our Roadmap
2. Engage Our Community

A wealthy community produces a wealthy bank

PRI

(4

T

Our purpose as an institution is to “enrich lives™. We will ensure that in our areas of operation, we
We believe that by involving our community in improve human capital and encourage economic
our growth, we can only grow bigger. development and sustainability. We have defined

education and the environment as part of our
corporate responsibility because we believe that:

AN

SCHOOI

i 0 @ () |
= T ¥y

The key to human development in Nigeria is an enlightened population.
Education reduces the susceptibility to poverty and other challenges which
suppress growth.

A clean environment A
enables a healthy life.
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OUR BUSINESS
MODEL

3. Build leadership from within

A business that lives beyond its current owners

As the financial institution of choice, sustainability and the ability for non-owners to take on ownership is
important.

For this reason, we have designed an internal leadership programme that enables the best in the industry
compete to lead and own the Bank. This allows our culture pervade and outlive the current owners and
managers of the bank.

Target markets

85

Health Education Agriculture Renewable Transportation
Energy Logistics

Secondary Markets

Manufacturing  Real estate Wholesale Power
& Trading (Ggﬂfrrft;f‘ct’igfm?d

. - Oiland Gas  Telecommunications ~——
Public Sector Mlnlng (Upstream, downstream
and services)

Our choice of market segments was based on the
understanding of emerging trends in the macroeconomic
environment and opportunities in the sectors of interest.
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OUR BUSINESS
MODEL

Our Strategic Goals

Drive a
Digital
Strategy

MID-TERM (2017 -2021)

Pursue an
Efficient
Bank

LONG-TERM

5% market share measured by
deposits

Diverse retail funding base

Non-performing loans below peer
group average

Diversified income streams with
top quartile position in all our
operating areas

Double digit revenue growth Y-o-Y

Cost of funds <5%
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Globally competitive financial
services franchise by financial and
non financial measures

Fully sustainable business model with
institutionalized processes beyond
the stewardship of current owners
and managers

Leading consumer banking franchise
(bank of choice for customers in our
target markets)

A trusted operator materially
impacting all our segments of
business participation

Great place to work
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AT THE HEART
OF STERLING

>> /T > >

“Our size, scale and
influence mean we have
both a responsibility to do
the right thing and an
opportunity to create real

lasting change.”
- Anna Gedda

Our purpose as an institution is to “enrich lives". We
believe that by involving our community in our growth,
we can only grow bigger. The potential of channeling
private sector capital and market based tools to offer
solutions to some of the most pressing social and
environmental challenges cannot be underestimated.
Increasingly, the Nigerian market is desperate for this
kind of approach thus providing an opportunity for
organizations such as ours. The core of our business as
a financial institution is the commitment to improving
lives and encouraging economic development as well
as sustainability.

Emerging markets like Nigeria are living in an exciting

financial era where innovation meets opportunity.
Growth in the economy will call for more specialized
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and complex financial services which will lead to growth
in other financial services outside of commercial
banking.

More so, the growth of emerging market economies
will enable financial service providers (especially banks)
within those environments gain strength and provide
the impetus for expansion beyond their borders. This
enables them spread risks in time of volatility.

Given this background, Sterling Bank intends to be the
financial institution of choice for key stakeholders by

enhancing technological capability and entrenching a
customer-centric business model.

j <. Specialization
1 <. Transformation

Our pillars for
achieving this




AT THE HEART
OF STERLING

Our specialization path

We will ensure that in our areas of operation, we

improve human capital and encourage economic

development and sustainability. For this reason, we are

guided by the thought that for human development, we

require:

e afunctional healthcare system supported by a clean
environment

e a sound educational system fed by an agricultural
sector thatensures food security

e adequate power generation and a robust
transportation system to move all economic
resources

Solution to
social needs

Private capital
Investments

Education, Good health and Healthy nutrition reduces
the susceptibility to poverty and other challenges which
suppress growth and a clean environment enables a
healthy life.

Our business model is premised on social capitalism
where we believe that private sector capital and market-
based tools will offer the best types of solutions to
Nigeria's most pressing social and environmental
challenges. In addition, all solutions are designed with
the customer/ final consumer in mind. Decisions are

made based on the following:

Social
Impact/
Returns &
Profitability
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AT THE HEART
OF STERLING

The HEART Strategy

Health

The Nigerian health sector is valued at about
USS18.3 billion of which approximately US$13.7 billion is
private sector. Demand for healthcare in Nigeria
currently exceeds supply, presenting a range of
opportunities for much needed public and private
sectorinvestments.

The domestic healthcare sector is estimated to be

Our goal in the sector is to:

Improve healthcare
delivery infrastructure

through Equipment
Financing

Improve access to medical
technology that also improves
health business by providing

access and information to
practitioners in the sector.
These will include
technologies such as: Hospital
Management systems to
improve data collection,
analysis and decision making
and Inventory Management
system to keep track of stock.
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worth USS5 billion per annum. In addition, Nigerians
spend more than USS1 billion on about four million
medical treatments abroad each year. Given the
increasing demand for healthcare services and the
inadequacy of Government's intervention in the sector,
private sector participation has been on the rise across
the entire value chain of the sector. Consequently,
greater emphasis is placed on the growing private
healthcare market, which makes it a focal point for
prospective investors to examine.

Increase technical
capacity across the sector
through Capacity
Building/Trainings.

Encourage innovative

cost-effective business
models through our
partnerships with other
experts.



Education

Nigeria has one of the highest numbers of out of school
children, one of the lowest budgets by the government
for education and a large youth population - all three
issues providing both a crisis and a blessing. The sector
is valued at about USS9.2 billion of which approximately
USS8.3 billion is the private sector. As of 2013 there were
13 million students enrolled in private schools and it is
estimated that there will be 21 million students enrolled
in private schools by 2021.

The education investment opportunity in Nigeria is one

Deepen the knowledge \
of students, teachers and/ enrolled children per year

Improve education v

v / infrastructure

To achieve this, we will...

Provide access to finance for
parents, schools and other
stakeholders. We will go a step
further to fund unapproved
schools to enable them to meet
the criteria for approvals from the
government.

of the largest on the continent, estimated at over
USS15 billion, mainly due to the large and growing
youth population. Although the sector is highly
regulated, with registration requirements across the
levels, there are an emerging class of unregistered but
high-volume schools in operations across the country
to serve the significant demand for education.

Given the realization that the government alone cannot
cater to the large need the population provides, by
providing access and content we are aiming to:

AN

Improve the number of

school business owners

Invest in technology that
enables easy learning and
dissemination of
information to students
and teachers.
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Agriculture

The two major gaps facing the agriculture today
remains the inability to meet domestic food
requirements, and export at quality levels required for
market success. The problem of food sufficiency stems
from a productivity challenge driven by an input system
and farming model thatis largely inefficient.

The country holds vast agricultural potential due to its
large domestic market and its abundant arable land
however has been unable to reach its full potential due
to the lack of aggregation of smallholder farmers and
infrastructure bottlenecks. For example, only 40% of the
country's 84 million hectares of arable land is currently
under cultivation.

Despite its large agricultural potential, Nigeria has been
a net importer of foodstuffs for almost two decades,
and the gap between imports and exports continues to
grow. Currently, the agricultural sector is fragmented
and dominated by smallholder farmers, suggesting that
most producers cannot take advantage of the
economies of scale required to compete globally or
againstimports.

'Feeding the Nation is everyone's responsibility’. This is
the mantra that guides our actions in the Agriculture
sector. We believe that Nigeria's industrialization and
poverty reduction will come from the sector that
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currently provides the highest means of livelihood and
thus we will:

Provide finance across the
value chain for agriculture to
ensure that clean food reaches
the table of Nigerians,
Agriculture industrialists are
wealthy, and Farmers live a
healthy and fulfilling life.

Provide a platform that links
all players within the industry
while providing information
to help improve their
business.

The sector is the oldest of all 5 sectors which started
major business as a pilot in 2015. Today, the Agriculture
sector currently holds 10% of the bank's entire loan
book, setting it as the highest in that industry country
wide. The bank has won awards as Best Bank in support
of Agriculture, Agriculture Bank of the Year amongst
others.



Renewable energy

Nigeria in its history of electricity generation has not had
adequate supply of electricity, thus leaving it behind on
various innovation in the globalized world. As the
country's economy develops further, the demand for
energy will increase. Already, the lack of adequate
power supply cripples’ industries and slows
industrialization. It is estimated that only 5000
megawatts of the country’'s 12,500 megawatt installed
capacity are utilised at peak. Consequently, about 50%
of Nigerians have limited or no access to the grid
resulting in the need for a secondary power system to
offsetenergy requirements.

Globally, the gradual diminishing of fossil fuels and the
efforts to save the eco-system from global warming has
seen nations turning to alternative sources to meet their
energy demands. Nigeria is not left behind as the
adoption of alternative sources of energy will

accentuate existing supply capabilities from on-grid
power sources, boost growth further and reduce
environmental pollution. Nigerian homes and
businesses spend up to USS14 billion (NGN5 trillion)
annually on inefficient power generation that is costly,
of poor quality, noisy, and polluting. Leveraging off-grid
alternatives to complement the grid creates a
USS9.2 billion/year (NGN3.2 trillion/year) market
opportunity for mini-grids and solar home systems that
will save about USS$4 4 billion/year (NGN1.5 trillion/year)
for Nigerians.

There is also a large potential for scaling within, for
instance, installing 10,000 mini-grids of 100 kW by 2023
willonly meet 30% of estimated demand.

Our play in the renewable space is part of our
commitment to growing and improving businesses in
Nigeria by reducing their cost of power while ensuring
constant supply. We have taken a 3-pronged approach
to achieving this:

Trading

we intend to create a

platform that enables the
sale of renewable energy
solutions between
electricity generators,
distributors and users.

Financing
large projects that provide
electricity to communities
and businesses.
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AT THE HEART
OF STERLING

Transportation

In many developing countries, the transportation sector
contributes between 6% to 14% of the GDP but
contributes below 1.5% to Nigeria's GDP. An efficient
transport system optimizes the value chain in any
economy and impacts on other sectors of the
economy. The introduction of new technologies, new
players and changing customer behaviors provide the
sector with the potential to transform as a system and
for new business models to develop. This provides an
opportunity for us to bridge the gap that challenges
such as poor infrastructure, lack of investment and
development of new technologies and poor mass
transitcreates. For the transportation sector, we will:

e invest in technologies that ensure efficient
collections for transport businesses;

« provide financing that enables transport businesses
scale up from their current models;

« create partnerships with experts outside of Nigeria to
test new business models that ensure that economic
resources are adequately, properly and safely
transported; and

« actively encourage the use of mass transit systems to
reduce carbon emissions in line with our
commitmentto a cleaner environment.

With a relatively small community of investors and
availability of required capital relative to the size of these
sectors, our objective is to create an enabling
environment within these sectors. We will entrench
ourselves in these sectors, become specialists, invest in
R&D and more importantly build technology platforms
in these sectors to drive growth.

For every single one of these sectors, we are investing

significantly in using technology to reduce the marginal
cost for the players in these sectors which will increase
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Asset Portfolio

market potentials and consequently attract the much-
required additional investments. In addition to this, we
are deliberately investing and partnering with key SMEs
who contribute significantly to economic growth and
development particularly within the HEART sectors.

By growing a retail business, we are able to finance
businesses in these sectors cost effectively and
efficiently for us and them.

We have tested this business model for sector-based
businesses over a few years which allowed us to gain
traction in the Agriculture sector, which currently makes
about 10% of our loan book. The other sectors have
been in research since 2016 to pave way to expand
business significantly in 2019.

Substitution pathway

Starting from 2018, we commenced a wind-down and
re-allocation of capital to our focus sectors. We assume
a complete reallocation by 2021 with over 60% of our
portfolio focussed on the HEART sectors. As at today,
they make up about 16% of the total asset portfolio.
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Nurturing the right culture at Sterling is critical to our
success and sustainability, as we remain committed to
driving performance through right behaviours. So far,
we have taken noble strides in adopting the Agile way of
working.

These efforts are geared towards creating exceptional
standards of organizational efficiency in service delivery,
while we continue to promote ethical values across our
diverse workforce in a bid to continuously deliver the
best results for our customers, clients and employees,
taking pride in our laudable accomplishments.

01 02

Be Impactful

Be Passionate

Infect others with your thirst for
excellence. Always crave the
Sterling success.

Leave a long lasting positive
impression by consistently
achieving positive results that add
sustainable value and enrich lives.

At the core of our strategy and processes is the ethical
and values-based element of our organizational culture
which sets out series of commitment as enshrined in
our "Behavioural Codes”.

Launched in 2018, the Sterling Behavioural codes
personify our ethos to build a work place thatis safe and
enabling for all regardless of background or creed, a
workplace devoid of all forms of abuse and work-place
discrimination. A workplace where our workforce is
consistently empowered, motivated and self-driven to
domore and be more.

Our BehavioralCodes  ---------------------oo

03

Be Respectful

N

Consider how your words and
actions impact others, treat
everyone with dignity
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04

Be Ethical

Avoid conflict of interest and
personal gain. Adhere to policies

06

Be Responsible

Own your mistake. Learn from it
and learn to do better in the
future

05

Be a listener

Listen carefully when others are
speaking and try not to
interrupt. Be explicit in your
speech and writing

07

Be Tolerant

. 7
o //////

Step out of your comfort zone
and seek to understand others

09

Be a Leader

Demonstrate personal
accountability by displaying
behaviours and actions that reflect
high professional standards
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08

Be of Service

Seek what is best for Sterling
always, rather than what works
best for yourself or your team/

group

10

Be Agile

Responsive and adaptable at all
times. Collaborate and share
information and ideas as
appropriate
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We are committed to helping our people succeed,
whether entering the workplace for the first time or as
an experienced professional. As part of our Talent
acquisition strategy, our Internship programme which
focuses on leveraging the dynamism of young talents
across a broad spectrum and unique skillsets has
continued to provide opportunities for talents from
diverse backgrounds. Since the programme was
revamped we have hired over 100 interns, the majority
with no prior qualifications or experience. We have
continued to expand the programme by introducing
variants which includes; Women in banking, Young
Talent, Tech Talents and Summer Associates.

| broke
the law

Being a lawyer made me feel boxed till |
found a sterling way to make things happen.
I'm so glad | broke away from “the law" to
chase my passion. Now I'm the go-to

girl for treasury deals and trade.

- The deals lady

Live Your Passion

sterlingbankng.com/Talent

Further to our ambition and commitment to become an
employer of choice, where colleagues are engaged and
empowered to achieve their best in-order to deliver the
best for our customers and clients, we reshaped our
employee engagement strategy with two flagship
platforms — Let’s talk with the MD and the Sterling
Leadership series.

Steriing

LEADERSHIP
SERIES

e i i
LEADERSHIP EfT3=ITe5e
ERIES ERI7 g

Pictures from Sterling Leadership
series and Let's Talk with the MD
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Both platforms are geared towards driving seamless
enterprise engagement flow chains across board and
promoting top to bottom communication which

engenders the Employee Voice.

Our focus is hinged on leveraging dynamism and
innovation, embedded in our workforce and the
workplace, with employee well-being at the core, for
example, our flexible working schemes and employee
well-being campaigns, as well as prioritizing positive
mental health awareness. Our ongoing commitment
towards increasing female representation at all levels
across Sterling remains a core focus of our talent
management and leadership succession processes and
we recognize that our commitment to greater gender
equality is integral to drive optimal performance and
societal change in equality, diversity and inclusion.

As we scale our Agile working model, we continue to
foster a knowledge based element of our culture
through specialized learning and developmental
interventions by continuously leveraging on
collaborations across our value chains to deliver
improved solutions and products for our customers and
clients.

In 2018, external recognitions validated
the sustained and global impact of our
work.

We are proud of the increased level of employee
engagement we are seeing across the bank and the
external and internal impact of our core values and

culture.

Indeed, this speaks to our mantra of enriching lives. As
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we reminisce on these landmark achievements and
recognitions, we are both elated and inspired to run a lot
faster than ever in building an institution worthy of
utmost heights of trust, service excellence, unigue
industry reputation and creating a truly great place to

work.

The Most Agile
Company in Africa.

amazon

Sterling Bank

s e WORLD:
P AGILITYE

sterlingbankng.com/agile




Asue Ighodalo
Chairman of the Board of Directors
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Dear fellow shareholders, It is with great pleasure that | warmly welcome you all to the 57th

Annual General Meeting of our Bank. Going by the results for the financial year ended 31st

December 2018, | am pleased to report that Sterling Bank has, once again, delivered steady

growth performance, despite the slow-growth environment.

Ladies and gentlemen, the Bank's performance in the
just concluded financial year reflects good progress
against the execution of our strategy. Before | proceed
with our performance in 2018, please allow me to give
context to the operating environment and highlight key
aspects that shaped our performance in 2018.

The macroeconomic and operating environment

In 2018, the Nigerian economy consolidated on the
recovery from the recession in 2016 delivering modest
improvements in key economic indicators. According
to the Nigerian Bureau of Statistics, our GDP expanded
by 1.93% — this could be considered slow economic
growth given our long-term growth average. Our
economic recovery was buoyed by the growth in the oil
sector with Brent crude prices averaging USS70/bbl
during the year, rising by over 30% from an average of
USS55/bblin 2017. The sector continues to remain a key
economic driver even with the inconsistent growth
patterns and production levels at under 2mbpd all year
round. Our industrial sectors maintained a steady
growth pace since exiting the recent five-quarter
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recession, expanding twice as much in 2018 compared
to 2017. On the other hand, clashes between herdsmen
and farmers escalated during the vyear, causing a
significant year-on-year decline in growth of the
agriculture sector. With the monetary policy stance
remaining largely unchanged through the year, the
economy continued to witness relatively positive
outcomes such as the convergence of the multiple
exchange rates and a steady decline in inflation rate to
11.44% from 15.13% in January 2018. Also, 2018 saw the
reduction in the government's debt-financed deficits
through the local fixed income markets, significantly
easing the interest rate environment for corporates
looking to attractlong-tenured funding.

Externally, volatility heightened as the momentum in
growth trends quickly waned leading into the second
quarter. The deceleration in growth was boosted by
rising trade tensions between the U.S and its long-term
allies (China, Canada, European Union, Mexico), gradual
unwinding of quantitative easing programs by the U.S
Federal Reserves and ongoing politicalunrests in some

regions. The Eurozone witnessed decelerating growth
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amid prolonged social unrest in France and weak
momentum in Germany, while the effects of Brexit
began to materialize as the uncertainty diminished
economic activity in the UK. In China, the combination
of high tariffs, large debt profile, looming real estate
bubble and a weakening currency have created
downside risks for the economy. In contrast, the U.S
economy achieved a 2.9% growth — the highest since
2015, underpinned by several factors including
employment growth, elevated consumer confidence
and strong wage growth. The strengthening of the U.S
and its monetary policy normalization led to a reversal
of capital inflow into the Nigerian economy. These
reversals became evident in the second half of the year
with Foreign Portfolio Investments decreasing by 47% to
USS$634 million as at December 2018 from USS1.2
billion as at June 2018 and was further propagated by
the uncertainty that precedes every election cycle in
Nigeria.

Performance overview and shareholders' returns

Our financial results in 2018 reflects an even stronger
business performance despite the impact of an ailing
operating environment. We sustained our earnings
growth momentum in 2018 as gross earnings grew by
14.0% to N152.2 billion from N133.5 billion recorded in
2017. Although operating expenses increased by 26.4%
to N66.9 billion — due to our investment in human
capital and technology - we grew profit before tax by
17.1% to N9.5 billion and profit after tax by 14.9% to N9.2
billion.

We closed the year with an improved balance sheet
position as total assets grew steadily by about 2.9% to
N1.10 trillion, maintaining the over one trillion Naira
mark achieved in the previous year. We continued to
sustain operational efficiencies and our focus in
growing the Bank's retail franchise. This resulted in an

14~

Growth In Gross Earnings.
From 133.5b to N152.2b

108>

Growth In Retail
And Consumer Loans

improved deposit base and moderate growth in our
loan book, specifically riding on the 108.3% growth in
retailand consumer loans delivered mainly by SPECTA —
Nigeria's fastest digital lending platform. In addition, we
were also able to maintain our cost of funds at 74%
despite the high interest rate environment which
persisted fora significant part of the year.

We recognized a 3.9% decline in shareholders’ funds
due to the newly adopted IFRS 9 standard under the
International Financial Reporting Standards (IFRS)
regime. The mild erosion of the Bank's capital was
occasioned by the requirement to charge certain credit
losses. These charged losses and our determination to
accelerate our growth ambitions suggest to your Board
that it should not recommend the payment of dividends
for the 2018 financial year. We are grateful for your
continued supportand count on your understanding as,
together, we continue to build a formidable institution.

Banking on sustainability

Our bank has overtime understood the potentimpact of
sustainable banking on economic development and its
contribution to the achievement of our sustainable
development goals. We have achieved this by
promoting the culture of innovation and inclusion in our
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initiatives as a financial institution. We have successfully
adopted international best practices of sustainability
across our business operations, entrenching this into
areas such as product development, carbon footprint
management, financial inclusion, environment and
social risk management, amongst others. Some notable
initiatives during the year include:

« Theinauguration of the One Million Teachers (IMT)
Initiative, a programme aimed at retraining one
million teachers nationwide; and

e Facilitating trainings for over 20,000 Micro, Small
and Medium Enterprises and financing of over N4
billion to MSMEs with a view to growing and
expanding their businesses.

Our focus on Healthcare, Education, Agriculture,
Renewable Energy and Transportation (the 'HEART
sectors), has led us to review and expand our
environmental and social risk sectoral coverage. This
enables us to be at the forefront of developing initiatives
within each of these sectors as part of financing our
growth programmes.

One notable initiative in this regard includes the
commissioning of the total solarization of our head
office - Sterling Towers which will allow us run on
alternative and clean energy, reducing our conventional
energy consumption and the attendant costs,
significantly. Our digital assets, notably SPECTA and
Farepay (a contactless payment solution on the mass
transit network) have also contributed to economic and
social development.

In the pursuit of building a truly sustainable institution,
we understand that our employees are the driving force
of the sustainability culture, which is why we
continuously build an institution that attracts and retains
the best, assures first class training, whilst providing
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These challenges
present the Bank with
a unique opportunity
to create value in
innovative ways within
our sectors of focus and
deliver superior returns
to our esteemed
shareholders

favorable working conditions, and enhancing the work-
life balance of our employees. A comprehensive
sustainability report has been provided as part of this
annualreport. We remain firm in our commitment to the
Central Bank of Nigeria's sustainable banking principles.

Board Changes

Strong management and governance are an integral
part of the Board's responsibilities and critical
component of our business operations. During the year,
three of our Board members retired; Mr. Kayode Lawal
who served as Executive Director, Corporate &
Investment Banking, Mr. Rasheed Kolarinwa who served
as an Independent Director and Mrs. Egbichi Akinsanya
who served as a Non-Executive Director. | wish to take
this opportunity to once again convey my utmost
gratitude for their outstanding contribution to our Bank.

Correspondingly, in line with our commitment to best
practice in organizational succession planning, we
strengthened our Board by appointing two new
Directors who have been duly approved by the Central
Bank of Nigeria.

On this note, it would be a great honor to be considered
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suitable by you, our esteemed shareholders, the
endorsement of my colleagues, Mrs. Folasade Kilaso as
Non-Executive Director and Mr. Michael Ajukwu as an
Independent Director.

Their Resumes are contained in this Report. | have no
doubt that their wealth of experience will be of great
value in our continuous commitment to steering this
great institution to unprecedented heights in the years
tocome.

Business Outlook for 2019

On the global scene, we should expect to see staggered
growth compared to 2018, mainly due to less
accommodating financial conditions worldwide.
Despite the recent truce, both political and trade
tensions between China and the United States remain
elevated, fueling economic uncertainty. Meanwhile, the
ongoing monetary tightening by central banks in
advanced economies is likely to further spur capital
outflows from emerging markets, putting their financial
markets at risk.

The Nigerian business environment for 2019 would
remain a ‘story of two halves”. We anticipate the first half
of the year would be largely dominated by election
activities at the expense of economic growth,
heightened by subdued foreign capital inflows,
increased pressure on the Naira — albeit moderate, and
an accelerated foreign exchange intervention
programme. Going into the second half of the year, we
expect to see increased economic activities with the
likelihood of stronger consumer confidence.

However, the business environment may experience
challenges owing to a possible delay in the passage of
the budget accompanied by the perennial budgetary
deficits. That said, these challenges present the Bank

with a unique opportunity to create value in innovative
ways within our sectors of focus and thus deliver
superior returns to our esteemed shareholders.

Appreciation

In closing, | take this opportunity to thank all our
stakeholders, particularly our esteemed shareholders,
customers and partners for the ardent support given
throughout the year. | would also like to thank the
management team and assure them of our continued
supportas they strive to take the Bank to greater heights.
We have full confidence in their ability to strengthen the
Bank's performance as we transform into a leading and
extremely efficient financial institution. We also
recognize the commitment of all our staff, the sterling
family, and would like to extend our heartfelt gratitude
for their hard work and dedication to this institution.

| also wish to extend my sincere appreciation to our
regulators, the Central Bank of Nigeria, the Nigeria
Deposit Insurance Corporation, the Securities and
Exchange Commission, the Nigerian Stock Exchange,
the Corporate Affairs Commission, and to the other
governmentagencies and requlatory bodies we interact
with, for their invaluable and ongoing support.

Sterling Bank's performance is the result of the actions
of all our stakeholders. We are committed to creating
appreciable and sustainable value and ensuring that you
benefit extensively from the successes of your
institution.

[ thank you all.

Sincerely,

Asue Ighodg-l;/

Chairman, Board of Directors
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| am honoured to welcome you — our distinguished shareholders and investors, our
ever-valuable customers and our regulators to our 57th Annual General Meeting.

The context

Frontier markets are typically characterized by the
various challenges that come with growing pains and
Nigeria is not left out. These challenges only strengthen
our resolve to work harder, remain extra vigilant and
continue to innovate even faster to allow us to take
advantage of opportunities arising from our peculiar

experiences.

Significant political shifts in the United States (US),
United Kingdom (UK) and France meant that these three
countries accounting for a quarter of Global GDP,
grappled with the significance of their mandates and the
reality of delivering on them.

The problems of Brexit, high trade tensions in the US
especially with China and Canada; and the French
system which experienced protests grinding its country
to a halt meant thatuncertainty characterised the globe.

Other policies in addition to these political concerns
also added to the uncertainty around the globe; the US
position on the Iran nuclear deal, the Paris Accord and
their position in NATO created protracted stability in oil
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We must rethink,
not just our strategy
or our operations,
but our organizations

production and high prices. For Nigeria, coupled with
fragile peace in the Niger Delta, we were able to secure
a stable foreign currency market and even FX regime for
2018. Our economy grew — albeit slowly — and certainly
not enough to keep unemployment and poverty levels
down. More so, the elevated risk perception as we
approached another election cycle keptinvestors at bay
in the second half of the year. Essentially, we were
unable to record some of the gains a stable FX market
and improved external reserve could provide.

Key learningsin 2018

They say the only constantis Change — the world as we
saw in 2018 tells us this regularly. Away from the
uncertainty of global conditions, disruptions in
customer tastes and preferences means that customer
satisfaction has become a largely dynamic thing forcing
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us to expand ourselves in ways we have not even
thought of. As a country or an institution, we are left with
the challenge of responding rapidly to threats that are
occurring at a rate faster than the speed of light — from
mobility (Uber) to Healthcare (Robotics) to financial
services (Alipay), no sector is spared in the new order.

How does one respond to this? While there is no single
answer, one thingis clear —we must rethink, notjust our
strategy or our operations, but our organizations.
Rethinking organization for us means that our
responses in an ever-changing world is to be adaptive,
self-correcting with the capacity to learn all while
keeping operations going. The term 'multitask’ has
never been realer thanin the lastyear.

In our bid to be this organization, we evolved in
response to our environment by nurturing a culture of
Agility which culminated in the prestigious award as the
mostagile company in Africa by the World Agility Award,
alongside global companies like Toyota in North
America. We will continue to strive for resilience in the
face of adversity and for innovation to harness the
opportunities for growth.

Isit paying off? Progressreport:

In 2018, we surpassed many of the important targets we
set for ourselves, largely due to our culture of
adaptability. Our profitability defied the larger economic
indices to grow at over 14%, more interesting for us was
the value seen across our new channels which shows
our readiness for the areas of growth in the business —
we doubled our transaction volumes on the instant
payment platform, enhanced our mobile channel usage
by over 80% and improved our collections via POS to
give us 4% of the total collections via that channel.

This improved e-channel pattern allowed us to increase

our low-cost deposit accounts by 43 percent. For us,
this indicates that the retail strategy is growing steadily
and gearing to yield positively. We are convinced that
this will continue to improve in 2019 with the new
lending and payment platforms coming onstream in the
second half of the year.

Welcome to Sterling!

How we will getthere - 2019

In the new year, our commitment to remain profitable
and ensure all investments are safequarded irrespective
of external events stands strong. We intend to achieve
this by ‘doing good'- creating an institution with impact.
In a country like ours, this is not only the right thing to
do, it remains the safest way to operate in our dynamic
world.

We will work to advance the things that are important to
our customers and our government to position us as
partners rather than just another banking business. We
will seek to contribute further to policy development

% 15%

Increase in
Profit After Tax

80

Increase in Mobile
Channel Usage

Growth in Low-cost
Deposit Accounts
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and collaborate more to execute national programmes.
Through the HEART of Sterling, we will continue to
deepen our specialization in these growth sectors.

In 2018, we were appointed Chairman of the Nigerian
chapter of Africa Rural and Agricultural Credit
Association (AFRACA), further confirming our
contributions to the sector in addition to our numerous
awards as the foremost bank in financing Agriculture in
Nigeria.

The agriculture business in 2019 through partnerships
such as that with AFEX Commodity Exchange and
Binkabi will drive productivity in key export
commoadities, leading to improvement in the quality of
lives of the rural communities while providing us access
to stable financing.

Similar to Agriculture, you will see your Bank take on a
leadership role in the health sector with policy
formulation and health financing to ensure
improvement in the sector. We will also remain at the
forefront of making education accessible to all.

In 2018, we paid fees for over 3000 students through

our Edu-finance scheme with the plan to triple this in
2019. Lastly, our commitment to promoting
transparency and efficiency in the transport will be
further entrenched by distributing the Farepay system
more widely across the country.

We will continue to make investments in technology,
digitization and data analytics to ensure our
organizationis a clear winner in its chosen markets. Our
aim is to make lending more accessible through Specta,
further decentralize the investment market through

i-Invest and bridge the gap between digital services and
physical fulfilment through Café One. We are changing
the ways of banking by focusing solely on the customer.
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None of this will be possible without people, so one of
our pillars for the year is to enhance the capacity of our
workforce and retool them for the future of work. We
are raising passionate and agile people who are
dedicated to building a better world - this is the only way
our strategy can be successful.

Committed totomorrow

As an institution devoted to enriching the lives of those
we encounter, we will focus on building a resilient
financial institution that generates profit today while
building for the future.

We must therefore remain steadfastin our commitment
to the environment as these principles are necessary for
us a going concern. To further our commitment to the
planet, we recently became a participatory member of
the United Nations (UN) Global Compact, the world's
largest sustainability initiative; this will set in motion
changes to our business operations to allow the UN
Global Compact and her 10 principles guide our
business strategy, daily operations and organization
culture going forward.

Perhaps one of the biggest and boldest statements we
will make regarding the environment is committing to
power our head office building and 60 percent of our
branches using clean energy. Not only does this help
create a better environment, it will also improve our cost
profile which enables us to achieve our drive for
efficiency. The desire for solarisation is not only
beneficial today but necessary for survival tomorrow.

Gratitudeinservice

The ‘one-customer’ mantra is a lifestyle for me, a
promise that everyone will get the Sterling service of
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excellence. The commitmentis a huge aspiration and |
am grateful to you all for entrusting me to be the Chief
Servant.

A huge thank you to the Board, for their dedication to
excellence, understanding and trust; the numerous
shareholders for their unwavering support and to our
ever loyal ‘one-customer’ for staying with us and
trusting us to build a better financial life for you.

Finally, to team Sterling for keeping me company in the
race to excellence, thank you.

Wit~

Abubakar Suleiman
Managing Director/CEO
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From technology and reputation management to the
talent wars and cyber threats, there is no shortage of
issues that commands the attention of financial
services leaders.

Disruption will not be a one-time event, but a
continuous pressure that will shape customer
behaviours, business models, and the long-term
structure of the financial services industry.

Given this background, Sterling Bank intends to be the
financial institution of choice for key stakeholders by
enhancing technological capability and entrenching a
customer-centric business model.
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Our objectives on our ‘platform’approach to digitization

areto:

e Enhance omni-channelexperience for customers

e Transform our existing traditional processes

« Improve efficiency and optimize our costlines

» Focus on the core markets we are distinguishing
ourselvesinand be the first to digitize them

We hope that this ultimately achieves the following:

«  Optimize operations and technology to drive better
control, manage costs, complexity and risk
Deliver excellent customer service and drive
efficiency and sales through robust digital and
payments capability.
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Specta

By Sterling

Specta: Specta is an online retail lending solution
targeted at providing loans of up to N5,000,000 in
5 minutes. The platform leverages on a strong credit
algorithm that enable customers access loans without
lengthy paper work or collateral once they have been
pre-qualified.

With Specta, scoring is instant and disbursement done
in less than 5 minutes. Since its launch in 2018, the
platform has profiled over 12,000 customers and
disbursed about 8 billion Naira.

For the first 12 months after its launch, the platform was
limited to employees of pre-qualified organizations,
however, it has since been enhanced to accommodate
a wider range of customers through some recently

deployed variants;

Specta Xtreme: This variant enables access loans on the
platform as long as they meet the pre-qualification
criteria. Xtreme has disbursed over 250 million Naira to
over 400 customersin 3 months.

Specta Prime: Prime was designed for corporate and
individual customers who have existing investments
with the bank. This system considers the investmentas a
pre-qualification criteria and disburses credit to the
customers based on the value of their investments.

doumle

Doubble: This is an annuity savings product that offers
beneficiaries financial stability. It provides a unique
opportunity to literally double any amount saved. Unlike
other savings products, Doubble empowers customers

2018 ANNUAL REPORT AND FINANCIAL STATEMENTS | 49



MARKET DISRUPTIVE
OFFERINGS

to make target, short and long term savings. At maturity,
payments are made to the beneficiaries as lump sum or
in monthly installments over a long period. Doubble
offers truly flexible savings plans in both Naira and USD.

—7Mall

www.altmall.ng

AltMall: The Alternative mall is a unique e-commerce
platform that offers all the features of regular e-
commerce platforms but also enables customers to
make purchases with an option for deferred payments
which can be made in installments. AltMall customers
are pre-profiled or profiled at the point of purchase and
when required can access credit to compete their
transactions.

The platform is embedded with a credit logic which
considers all requlatory checks and customer eligibility
criteria. Ultimately it offers the customer ease and
flexibility in the online marketplace.

Imperium: Imperium is a digital
ecosystem built to simplify the process of
supplying and acquiring renewable
imperium energy solutions. The platform is
designed to accommodate producers,
retailers and consumers of renewable energy solutions

and provide a platform for trade, advisory and technical
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support. Imperium offers diverse options for its
customers including a Lease-to-own alternative which
enables the customer to purchase energy solutions and
pay the cost in installments over a period of time.
Customers can also subscribe to the Power-as-a-
service model which allows the customer to pay
monthly for constant power supply without owning the

equipment.-

ﬂ i-invest: The growth of the middle classin
Nigeria has provided the opportunity for
growing investment portfolios. i-invest

i-invest provides an unprecedented convenient

opportunity for customers to make and manage
investments in Treasury bills.

Customers can invest directly on the app and track their
investments to determine the interest gains, payout
dates and other importantinformation. Since its launch,
i-invest has acquired over 30,000 customers with
investments of over 3 billion Naira.

GoMoney: GoMoney is a groundbreaking application

that fosters mobile payments and promotes financial
inclusion. If offers a digital wallet that enables users
make and receive payments using their phone numbers,
email address or bank account numbers. It is an all-
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inclusive platform that brings increased ease and
convenience to the payment process by ensuring easy
onboarding and lower transaction charges.

&ty

Farepay: The Urban transportation sector is critical to
the expansion and efficiency of cities globally. At
Sterling, we consider this a critical sector and have
played the lead role in financing the most effective and
organized urban bus service in the country today. We
developed FarePay to facilitate seamless payments of
fares in the transport system. FarePay processes
payments using a contactless card system that ensures
efficiency in the payment and collection process. Since
its launch, over 11,000 cards have been issued with a
transaction volume of over 25 million Naira.

- Switch: Our goal is to build a one-stop

O

mobile devices solely with a minimal number (2/3 max)

financial hub for customers to initiate and
seamlessly complete both financial and
non-financial activities online or using

of clicks/taps. Switch will leverage on Al to understand
and predict customer behavior thereby creating a truly
personalized customer experience.

The long-term plan for Switch is to become thatintuitive
personalized customer solution that is constantly
adaptive to the customer's behavioral changes as well
as provide an ecosystem for them to experience their
lifestyle choices.

Social Lender: Social lender is an on-line
@Eg;ﬁgr peer to peer micro-credit lending platform
using an algorithm to perform a social
audit score of the user on their social
media platforms, such as Facebook and Twitter, to give a
social reputation score of each user. The minimum loan
amount is N3,000 and a maximum of N10,000. Loans
are guaranteed by the user's social profile and network.
The target for this service is young adults with irregular
income.

Chatpay: This is a lifestyle payment

platform that enables users access banking
ChatPay ) . ) )

without leaving their social space. Through

chatbots and artificial intelligence,

customers can carry out financial transactions easily.

, SnapCash: Snap Cash is an on-line peer to

‘ peer micro-credit lending platform where

all banked customers can request for loans

up to a maximum of N10,000 for other

bank customers and N20,000 loans for our customers
using their general online presence and BVN as the

criteriato lend.
The target market for this product is the entire banked

populace inclusive of students and adults with a stable
means of income.
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“We have committed N10 billion to improve infrastructure for Healthcare delivery through
equipment financing, promoting cost-effective business models through partnerships,
increasing technical capacity through capacity building/trainings, and improve access to
medical technology.”
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Analysis of the Bank's Financial Performance

Our 2018 results highlight positive performance across key financial indices and a marked improvement from our
positionin 2017 despite a challenging business environment.

2018 2017 Growth
In millions of Naira % of TOTAL N'M % of TOTAL
Gross earnings 152,164 100.0% 133,490 100.0% 14.0%
Interest income 125,163 82.3% 110,312 82.6% 13.5%
Interest expense (69,882) 45.9% (60,138) 45.1% 16.2%
Net interest income 55,281 36.33% 50,174 37.6% 10.2%
Fees & commission income 15,211 10.0% 12,876 9.6% 18.1%
Net trading income 8,618 5.7% 4,675 3.5% 84.3%
Other operating income 3,172 2.1% 5,627 4.2% -43.6%
Non-interest income 27,001 17.7% 23,178 174% 16.5%
Operating Income 82,282 54.1% 73,352 54.9% 12.2%
Impairment charges (5,843) -3.8% (12,267) (9.2%) -52.4%
Net Operating Income 76,439 50.2% 61,085 45.8% 25.1%
Personnel expenses (13,194) 8.7% (11,545) 8.6% 14.3%
Other operating expenses (16,715) 11.0% (15,284) 11.1% 94%
General and administrative expenses (24,283) 16.0% (16,554) 12.4% 46.7%
Depreciation & amortization (5.730) 3.8% (4,995) 37% 14.7%
Other property, plant and equipment (7.028) 4.6% (4,602) 34% 52.7%
_Total expenses (66,950) 44.0% (52,980) 39.3% 26.4%
Profit before income tax 9,489 6.2% 8,105 6.4% 17.1%
Income tax expense (271) 0.2% (85) 0.1% 218.8%
Profit after income tax 9,218 6.1% 8,020 6.4% 14.9%
Earnings
y | . | IC\l:‘ulrrc:]ss Earnings 14.0%1
e sustained our top-line earnings growth momentum
in 2018, as revenues grew by 14.0% to N152.2 billion 152,164

representing a compound annual growth rate of 10.7%
over a five-year period (CAGR: 2013 -2018).

This was supported by an expansion of our business
activities in the form of lending, transaction volumes

103,677 i

Bank's diversified revenue base. Consequently, interest 2014 2015 2016 2017 2018

and trading activities thereby further demonstrating the
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income grew by 13.5% to N125.1 billion (FY 2017: N110.3
billion) accounting for 82.3% of the Bank’s earnings.

Fees & commission income and trading income grew
by 18.1% and 84.3%, respectively, contributing to the
16.5% rise in non-interestincome generated in 2018. On
the fees side, our retail banking arm remained a key
contributor, delivering approximately 46.4% of the sum,
while the stable FX market offered us the opportunity to
creatively double our trading income.

During the year, we realized the sum of N1.5 billion from
previously written-off facilities as we continued to
intensify our recovery efforts. In total, net operating
income grew by 25.1% to N76.4 billion (FY 2017: N61.0
billion).

Net InterestIncome

The 13.5% growth in interest income offset the 16.2%
growth in interest expense, delivering a 10.2% increase
in net interest income to N55.3 billion (FY 2017: N50.2
billion). Although the high interest rate environment
persisted for the most part of the year, the Bank was able
to maintain its cost of funds at 74% through active
repricing of deposits. Overall, we sustained a decline in
Net Interest Margin to 6.6% (FY 2017: 6.9%) resulting
from a marginal decline in yield on earning assets by 30
pasis points.

Interest paid on customer deposits, which accounted
for 70.4% of interest expense, grew by 32.3% reflecting
anincrease in deposits. Also, the Bank's debt securities —
in Commercial Papers and Bonds — grew by almost 7
times to N86.6 billion (FY 2017: N13.0 billion)
contributing to the growth ininterest expense. In the last
five years, net interest income grew at a compound
annualrate of 9.1% (CAGR: 2013 - 2018).
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Net Interest Income

Nt 10.2% 1

55,281
50,174
: i

2014 2015 2016 2017 2018

Interest income Split

23.1%

Investment
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Cash and
cash equivalents
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Loans and
advances to
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in securities
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cash equivalents
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Interest Expense Split Operating Expense Split

2.1% 10.5% 19.7%

Deposits from plant and equip-
bank ment costs

8.6%

Depreciation and
amortisation

27.6%

Debt Securities
issued & other
borrowings

—— Personnel

expenses

70.4% 25.0%

Deposits from 36_3% Other

customers General and operating
administrative expenses
expenses

8.8% °

— 5.19 : 22.0%
33 . 1% g;%séfmm 3;?,?;?2:3?;_ Personnel
bank ment costs expenses

9.5%

Depreciation and
amortisation

Debt Securities
issued & other
borrowings

28.2%

61.8% 31 5°/ Other

Deposits from () _

customers General and operating
administrative expenses
expenses

Operating expenses

Operating Expenses o
e 26.4% 1

The Bank recorded a 264% increase in operating N’
expenses reaching N66.9 billionin 2018 (FY 2017: N52.9 66,950
billion) representing a compound annual growth rate of

10.9% (CAGR: 2013-2018). The growth was attributable 50,628 W 49,659 Semt

to a 46.7% growth in general and administrative

expenses, on the back of on-going investments in

electronic banking and increased activity in advertising

and business promotion growing by ©63.1% and 181.1%

2014 2015 2016 2017 2018

respectively.

2018 ANNUAL REPORT AND FINANCIAL STATEMENTS | 57



PERFORMANCE
REVIEW

Personnel cost also increased by 14.3% reflecting our
ongoing efforts to invest in our workforce, while
property, plantand equipment grew by 52.7% due to on-
going investments in technology and physical
infrastructure upgrades.

The increase in our operating expenses are in line with
our growth plans as we recorded a cost-to-income ratio
of 814% (FY 2017:71.2%).

Profitability

Overall, the Bank sustained its profit growth momentum
with a 17.1% growth in profit before tax to N9.5 billion (FY
2017:N8.1billion).

As aresult, profit after tax grew by 14.9% to N9.2 billion.
We have consistently delivered competitive return on
average equity (ROAE) as Pre-Tax Return on Average
Equity grew by 80 basis points to 9.5% (FY 2017: 8.7%).

Highlights from the Statement of Financial Position

2018 2017 Growth
In millions of Naira % of TOTAL N'M % of TOTAL
ASSETS
Cash & balances with CBN 117,685 10.7% 122,630 114% -4.0%
Due from banks 43,542 3.9% 51,066 4.8% -14.7%
Pledged financial assets 11,423 1.0% 145,179 13.5% -92.1%
Loans and advances 621,017 56.5% 598,073 55.8% 3.8%
Investment securities 248,827 22.6% 110,989 104% 124.2%
Other assets 29,446 2.6% 18,728 1.7% 57.23%
Property, plant and equipment 16,942 1.5% 16,451 1.5% 3.0%
Intangible assets 1,850 0.2% 2,114 0.2% -12.5%
Deferred tax assets 6,971 0.6% 6,971 0.7% 0.0%
Non-current assets held for sale 5,218 0.5% - - -
TOTAL ASSETS 1,102,921 100.0% 1,072,201 100.0% 2.9%
LIABILITIES
Deposits to banks - - 11,048 1.0% -
Deposits from customers 760,608 69.0% 684,834 63.9% 11.1%
Current income tax payable 405 0.0% 232 0.0% 74.6%
Other borrowed funds 119,526 10.8% 212,847 19.9% -43.8%
Debt securities issued 86,609 7.9% 13,068 1.2% 562.8%
Other liabilities 37,678 34% 48,234 4.5% -21.9%
Provisions 295 0.0% 295 0.0% 0.0%
Total Liabilities 1,005,121 91.1% 970,558 90.5% 3.6%
Total Equity 97,800 8.9% 101,643 9.5% -3.8%
Total Liabilities and Equity 1,102,921 100.0% 1,072,201 100.0% 2.9%
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Profit Before Tax 17.1% t

N'm
10,748 11,016
9,489
6,000 8,105

2014 2015 2016 2017 2018

Assets

The Bank's balance sheet grew by 2.9% to N1.1 trillion in
2018 (FY 2017: N1.07 trillion) driven primarily by an
increase in investment securities which grew by 124.2%
to N248.8 billion. On the other hand, pledged assets
which represents pledges on clearing activities, letters
of credit and collateral for funding obligations declined
significantly by 92.1% to N11.4 billion (FY 2017: N145.1
billion) due to repayments of these obligations.

Deposits due from bank reduced by 14.7% to N43.5
billion, while deposit balances with the CBN also dipped
by 4.0% to N117.6 billion. In the last five years, total assets
grew at a compound annual rate of 9.3% (CAGR: 2013-
2018). Overall, earning assets rose to N901.5 billion and
contributed 82% of total assets, while yield on earning
assetsstood at14%.

Liabilities

On the liability side, deposits from customers remained
the largest contributor accounting for 69.0%. Debt
securities issued was the major driver of growth,
growing by 562.8% to N86.6 billion (FY 2017: 13.1 billion)
on the back of investments in Commercial Papers and
Bonds.

The 3.8% decline in shareholders' funds was attributable

Profit After Tax

Pro 14.9% 1

9,218
8,020

2014 2015 2016 2017 2018

to the adoption of IFRS 9 standard under the
International Financial Reporting Standards (IFRS)
regime which implied additional requirements to
charge certain creditlosses.

Loans and Advances

Net loans and advances grew by 3.8% to N621.0 billion
(FY 2017: N598.0 billion) representing a compound
annual growth rate of 14.1% (CAGR: 2013-2018) as we
remained disciplined in our approach to lending. Loans
to consumers grew by 108.3% reflecting our
commitmentto drive our retail business.

Transportation and Agriculture recorded the highest

Net Loans & Advances

3.8%t1

N'm
598,073 621,017
468,250
371,246 W 0 e

2014 2015 2016 2017 2018
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Total Assets
N'm

2.9%1

823,538

2014 2015 2016 2017 2018
NPL Ratio
%
87
' i
2014 2015 2016 2017 2018

loan growth, growing by 55.8% and 18.4% respectively,
in line with our strategic focus. Oil& Gas exposure grew
by 8.8% due to a rise in short tenured self-liquidating
facilities majorly in the downstream sector.

Our long-term strategy remains to reduce the
concentration of our loan book to the Oil & Gas sector
while actively reallocating resources to the HEART
sectors. Overall, in terms of asset quality, non-
performing loans increased by 250 basis points to 8.7%
(FY2017:6.2%).

Customer Deposits

In 2018, customer deposits grew by 11.1% to N760.6
billion (FY 2017: N684.8 billion) and accounted for
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Gross loans by sector

2018 2017 Growth
% of TOTAL N'M

In millions of Naira % of TOTAL

Sectors
Agriculture 22,785 3.6% 19,244 3.1% 18.4%
Communication 16,653 2.6% 17,287 2.8% -3.7%
Consumer 11,914 1.9% 5,720 0.9% 108.3%
Education 646 0.1% 885 0.1% -26.9%
Finance and Insurance 32,096 5.0% 32,124 5.2% -0.1%
Government* 74,547 11.6% 69,571 11.3% 7.2%
Manufacturing 4,078 0.6% 6,680 1.1% -39.0%
Mining & Quarrying 391 0.1% 768 0.1% -49.1%
Mortgage 5,857 0.9% 8,877 14% -34.0%
Oil and Gas 273,742 42.7% 251,590 40.7% 8.8%
Others 57,140 8.9% 64,706 10.5% -117%
Power 16,638 2.6% 22,665 3.7% -26.6%
Real Estate & Construction 56,531 8.8% 70,283 11.4% -19.6%
Transportation 32,226 5.0% 20,681 3.3% 55.8%
Non-interest banking 35,435 55% 26,496 4.3% 33.7%
640,678 100.0% 617,578 100.0% 37%
* inclusive of Government Agriculture concessionary facilities
Cost of Funds Capital Adequacy
% Ratio %
74 7.4 17.5
I
' i
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018

69.0% of total liabilities. Over the last five years, deposits
have grown at a compound annual growth rate of 5.9%.
Growth in 2018 was driven by low-cost demand and
savings deposits, which grew by 41.9% and 47.6%
respectively (43% collectively) accounting for 60.0% of
deposits (FY 2017: 46.0%), while tenured deposits

declined by 14.8%. We achieved this through on-going
investments in our retail business as we continued to
leverage on our various digital led customer centric
solutions. Cost of funds remained unchanged year on
yearat /4% largely due to high interest rate environment
atthe startof year.
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Capital & liquidity

During the year we maintained a strong capital and
liquidity position. Capitaladequacy and liquidity ratios
were above the regulatory benchmarks of 10% and 30%
at 13.4% (December 2017: 12.0%) and 41.2% (December
2017: 33.2%) respectively. Total regulatory capital grew
by 11.6% with tier 1 capitalaccounting for 75%.

We successfully concluded a Series 2 Notes issuance of
N19.7 billion under our N39 billion debt issuance
program duly registered with the Securities and
Exchange Commission (SEC), achieving subscriptions
1.6x the initial targeted series 2 amount. This boost in
capital levels will accommodate opportunities for
business expansion across our focus areas going into
2019 and beyond.

PERFORMANCE BY BUSINESS SEGMENT

Retail & Consumer Banking

During the year, we gained significant traction on our
retail and consumer banking business on account of
ongoing investments in people and digital platforms.
2018 saw the launch of Sterling Onepay - our
omnichannel mobile/internet banking platform - which
largely drove the number of customers enrolled on our
mobile platforms significantly by over 80% in 2018.

This, coupled with the launch of other disruptive digital
assets including SPECTA, I-invest and Farepay,
supported our customer acquisition drive significantly.
Our agent banking business continued to witness
substantial growth as we leveraged on government
intervention programs for microenterprises such as the
Marketmoni, Farmermoni and the NIRSAL/Anchor
Borrowers' scheme to deepen our reach in the
underbanked segment, impacting over 200,000
beneficiaries.
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Overall, as at 31 December 2018, our Retail & Consumer
Banking deposits stood at N290 4 billion accounting for
38.2% of total deposits, loans and advances stood at
N13.4 billion accounting for 2.2% of total loans, while
profitrecorded was N3.7 billion.

Commercial Banking

In 2017 we realigned our Commercial Banking business
to drive specialization by focusing primarily on
economic sectors at the HEART of Sterling Bank
including Health, Education, Agriculture, Renewable
Energy and Health.

We employed experts in these sectors who have
deployed financial advisory, customer journey
experiences and digital solutions to drive penetration
into the various businesses in each sector. Our coverage
includes commercial businesses with a turnover
between N60O million and N5 billion.

As at 31 December 2018, Commercial Banking deposits
stood at N167.5 billion accounting for 22.0% of total
deposits, loans and advances stood at N119.4 billion
accounting for 19.2% of total loans. The business
recorded a loss in 2018 on the back of impairment
charges, however with a significant reduction in
impairments year-on-year by over 345%.

Institutional Banking

Our Institutional Banking business covers government
related institu