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A Unique February 



W h y  is  t his  Febru ary u niqu e?   

o February 2016 was the beginning of  the economic decay curve 

o February 11 saw the contrived and theatrical debate on devaluation 

o February 14 was the St. Valentine’s day massacre of  the naira 

o It went from 305 to 325 per dollar in a matter of  hours 

o 12 months later a born again CBN has embraced limited market reform  

o What a difference one year makes 



W h y  is  t his  Febru ary u niqu e?   

o Naira has gained 15% in 7 days 

o $600m intervention in the spot market did the trick 
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W h y  is  t his  Febru ary u niqu e?   

o Q4 GDP growth contracts by 1.3% (-1.51 full year) 

o Growth has shrunk at a slower pace 

o Indicating that we are at a point of  inflection 

o We should see positive growth in Q1’17 
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Point of inflection? 

Wh y is  this February unique?  



W h y  is  t his  Febru ary u niqu e?   

o FBN PMI for February 2017 up to 50 from 48.6 in January  

o CBN PMI down to 44.6 in February compared to 48.2 in January 

o Fastest sector growth in GDP was from oil & gas: from -22% to -12%, 10% sharp 

improvement 

o Agric also expanded but at a slower pace 

o Average power output from the grid increased to 4000MW 

 



W h y  is  t his  Febru ary u niqu e?   

o Privatized power entities still grappling with excruciating debt burden 

o Average opening position of  the money in banks declined from N152.86bn long to 

a short position of  N74.88bn 

o M2 growth was 19.02% to N23.84trn  

o Effective average yield on 90 and 180 day bills was 15.42% pa at the primary market  

o With an after tax yield of  22.21% pa 

 



W h y  is  t his  Feb ru ary u n iqu e?   

o Headline inflation in January spiked to 18.72%  

o Month-on-month inflation slipped to 1.01% ( 12.8% annualized) 

o Inflation projections for February set to decline marginally to 18.5% 

o Eurobond issue of  $1bn was successful, oversubscribed 8.5x 

o Investors’ perception of  Nigeria improving marginally 

o FGN plans to borrow $2.3bn from World Bank and China Ex-Im bank 

o Anti-IMF sentiment still high within Abuja circles 

o Finance Minister expressed views based on economic patriotism 



W h y  is  t his  Febru ary u niqu e?   

o Policy reforms 

o Recovery in oil prices and production 

o Newly found momentum 

 

As 

a result of any or 

all of the above? 



Normalizing the Global Economic 

Disorder 

 



Global economic disorder normalising  

o High debt levels make global growth very interest rate sensitive 

o U.S. business investment unlikely to take off  in 2017 

o U.S growth relies exclusively on household consumption 

o This has been contracting amid falling oil price, dollar strength & 

inventory reduction 



o Donald Trump intends to increase defence expenditure by 10% to $603bn 

o Also promises to cut effective corporate and income taxes 

o Ballooning the national debt to levels in excess of  $19.57trn 

o A strong start to U.S growth is expected 

o Confidence surveys among households and businesses are strong 

Glob al econ omic disorder n ormalising  



o Annualised GDP growth estimates are for approx 2.5% 

o Above current potential growth rate of  1.7% 

o Household spending remains supported by strong employment 

o But real purchasing power growth is slowing down 

o As oil price driven inflation is not compensated by nominal wage growth 

o We expect an interest rate hike of  0.25% on March 15 

o This will help cool the economy ahead of  the Trump spending spike 

Global economic disorder normalising  



U S  –  Fed to R aise R at es “fairly  soon”  

o Fed forecast is for 3 rate hikes in 2017 

o This has so far been reinforced by robust readings on the economy 

o January inflation up to 2.5% - highest since March 2012  

o Unemployment down to 4.8% 

o Global stocks faded from record highs and the US$ sank following the 

Fed’s release  

 



Eu ropean U n ion  

o Spectacular but short-lived inflation spike to 1.8% 

o Inflation up in Germany +2%, +3% in Spain 

o Thanks to oil prices up 2.06% in 2017 

o Core inflation excluding oil & energy is stable at below 1% 

o Expect GDP growth of  0.6% 

o PMI up 1.6 points to 56, highest level since April 2016 

o No rate hike expected 



china 

o Slowest growth rate since 1990 

o The EIU forecasts 6.2% growth in 2017 

o Could slow even further as the property market slows down  

o The potential damage to US-China trade ties under Trump could potentially dampen 

Chinese exports 

o China GDP growth has stabilised below 6.7%, supported by an accommodative mix of  

loose monetary and fiscal policy 

o Currency has depreciated 6% since 2016 

 



S u b - S a h a r a n  A f r i c a  – 
K e y  E c o n om i c T r e n d s  t o  Wa t ch  

o Hopes for faster growth hinge on the prospects of  the 2 largest economies – 

Nigeria & South Africa 

o 2017 is likely to bring a cyclical recovery to Sub-Saharan African economies 

o But previously robust growth rates will not be restored 

o Unlikely to be the direct target of  any Trump-induced protectionism by the US 

o A slowdown in global trade would be negative for trade-dependent emerging 

markets and will affect global demand for SSA commodities 

 



S SA –  K e y  Econ omic T ren ds to Watch  

o SSA would need to boost intra-regional trade to counter this 

o Rising US interest rates likely to complicate debt refinancing – investors 

to demand higher returns 

o Signing up for IMF & World Bank reforms will boost investor 

confidence and access to cheaper financing 

 



Ivory Coas t -   

Cocoa Crisis  Threat ens S u ccess S tory  

o Ivory Coast is reportedly Africa’s fastest growing economy (8% in 2016)   

o Growth expected to average 7.4% between 2017 and 2020 

o It is the world’s largest cocoa exporter – over 40% of  world output 

o Growth in other sectors especially the energy sector has improved significantly 

o Cocoa still remains its economic driver – accounts for about 15% of  GDP and 

over 50% of  export earnings 

 



Ivory Coas t -   

Cocoa Crisis  Threat ens Su ccess S tory  

o Consistent supply and ample cocoa stockpiles in Ivory Coast have triggered a decline 

in global prices 

o Plunged from its peak of  $3390/mt in September 2016 to about $1982/mt currently 

o Has significantly limited the government’s revenue generation capacity 

o Revenue constraints mean it may have to resort to the debt market 

o A number of  local exporters have defaulted on contracts 

o Banking system stability now under threat as a significant portion of  loans are to 

cocoa farmers 



Sou t h Africa  

o The growth rate is estimated to be 0.3%, one of  the lowest in the region 

o The recent xenophobic attacks targeting Somalis and Nigerians to affect 

tourism and foreign investment  

o The 2017 budget includes an increase to 45% in the marginal tax rate on 

income above R1.5 million which is said to affect about 100,000 taxpayers 

o A dozen banks including Barclays Africa (Absa) and Standard Bank colluded 

to coordinate trading in the South African and US currencies  

 



  Cousins at War   What is at Stake ? 

oSouth African Brands in Nigeria: 

MTN 

Multichoice 

Sasol 

Shoprite 

GAME 

 

oNigerians Brands in South Africa: ?? 

 

Trade and Investment Mismatch 

 
  

oCommodity price slump 

oEconomic downturn 

oCurrency depreciation 

oFiscal constraints 

oStock market decline 

oRising unemployment 

oAdjustments 

S o u t h a f r i ca :   

E c o no m i c  P ro b l e m s  &  X e n o p h o b i c P ro b l e m s  



X enophobia  

o The NASS has condemned attacks on Nigerians in South Africa 

o Has threatened reprisals if  attacks continue – tit-for-tat 

o 97 Nigerians so far deported from South Africa for committing various 

offences  

o Hon. Femi Gbajabiamila to lead a delegation to South Africa to engage their 

fellow parliamentarians on the matter 

o FG accused of  not engaging the South African Govt seriously over attacks on 

Nigerians 



  
The Economic Reality  

 



Leading economic indicators  

LEI January February % Change 

GDP growth (%) -2.24 -1.3 0.94 

Oil Price ($pb; avg) 55.45 56.5 1.89 

Oil Production (mbpd) 1.57 2.0 27.39 

Power (MW) 3223 4302 33.5 

PMI  FBN: 48.6 

CBN: 48.2 

FBN: 50 

CBN: 44.6 

1.4 

-7.47 

Inflation (%) 18.55 (Dec) 18.72 (Jan) 0.17 

T Bills (91 days) 13.43 14.09 66bps 

Average NIBOR (%) (OBB,ON, 30 days) 11.35 22.71 1136bps 

Average Opening Position(N’bn) 152.86 (83.58) -154.68 

External Reserves ($’bn) 28.17 29.61 5.11 

Exchange rate (N/$; year-end)  IFEM: 305.75 

Parallel: 498 

IFEM: 306 

Parallel: 435 

IFEM: - 0.08 

Parallel: 14.48 

 Stock Market Cap (N’trn) 8.97 8.77 -2.23 

Vacancy Factor Index 74.5 74.5 - 
Source: CBN,NBS, EIU, FDC Think Tank 



GDP Grow t h  

o Q4’16 GDP growth came in at -1.3% from -2.24% in Q3’16 
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Ac tiv ity  d i v e rsi f icatio n -  

r e v e n ue c o n c e ntr atio n  

Agriculture 
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Sector contribution to GDP Q4'16 

o Agric and non-oil larger than oil 

o Revenue still concentrated in oil & gas 

o Export earnings of  oil still 90% 

Agriculture 
40% 

Trade 
19% 

Crude Oil & 
Natural Gas 

15% 

Telecomms 
6% 

Manufacturing 
4% 

Other 
16% 

Sector Contribution to GDP (2011) 



Ma jor sectors  

4.03% 

-1.44% 

1.38% 

-2.54% 

-9.27% 

-12.88% 

2.68% 

4.54% 

-1.38% 

1.10% 

-4.38% 

-7.37% 

-22.01% 

2.64% 

Agriculture Trade 
Information & 

Communication Manufacturing Real Estate Oil & Gas 
Finance and 
Insurance 

Growth rate Q4'16  Growth rate Q3'16 

o Oil & Gas and manufacturing sectors recorded significant improvement, though still within the negative territory 

o Real Estate and Trade maintain downward trend, agriculture slows on seasonal factors 

o Information and Communication, Finance and Insurance maintain upward trajectory, though marginal 

 



Grow ing Sectors -  w inners  
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R ecov ering Sectors –  hop e ris ing  
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Contr acting sector -  loser  
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Inflation r at e  

o Y-o-Y and food inflation inched up in January; base year effect still impacting price level 

o Task force has been organized to address structural factors contributing to food price inflation 

17.10 

17.60 

17.90 

18.30 

18.48 

18.55 

18.72 

Jul'16 

Aug'16 

Sept'16 

Oct'16 

Nov'16 

Dec'16 

Jan'17 

Y-o-Y (%) 

15.80 

16.40 

16.60 

17.10 

17.19 

17.39 

17.82 

Jul'16 

Aug'16 

Sept'16 

Oct'16 

Nov'16 

Dec'16 

Jan'17 

Food Inflation (%) 



Inf lation r at e  

o Core and M-o-M inflation tapered downwards in line with consensus expectations 

o Fine-tuning of  the foreign exchange market has improved forex liquidity in the market which 

eliminates some inflationary concerns 
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Exchange r at e  

o Convergence between the parallel and official rate has begun 

o Preferential treatment towards the allocation of  forex has been 

eliminated 

o The market remains segmented with multiple rates attached to 

each segment of  the market 

o 41 items restricted from accessing forex at the official segment 

yet to be addressed 

o Consistency in delivering weekly forex supplies could see the 

parallel market appreciate towards the BDC rate of  N400 

20% convergence 

in 7 days 

Exchange Rate (N/$) 

Parallel IFEM 



Ext ernal reserv es  

o Increased borrowing and rising oil prices have seen 

reserves building up to $29bn 

o Recent forex initiative by the CBN will slow reserve 

accretion 

o Plans to build up reserves to $40bn seem farfetched with 

the new forex policy initiative 

o Increased foreign borrowing and higher oil prices will 

support the CBN with the ammunition needed to  

ensure the forex market remains liquid 
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Policy Imperatives  



Policy  reform:  w hat ’ s  n e w ?  

Power sector  

• Analysis of the issues have taken 

centre stage 

• Power generation has improved 

to over 4000 MW from 1500MW 

Aviation  

• AMCON takes over Arik 

operations 

• 70% of flag carrier’s operations 

has been cut down 

Forex policy  

•Direct funding to commercial 

banks and Travelex by apex bank  



Spot Market: N305 

Export proceeds 

Invisible transaction rates 

BDC rates 

Cash transfer 

Forward contracts: 60-180 days 

Non-deliverable Forwards 

Futures Contracts 

Focu s on fore x policy  

8-9 different rates 

Range: N305- N520 



cu rrency misalignment  

o Currency misalignment is part of  the structural 

defects of  the economy 

o The exchange rate has been and continues to be 

a major subsidy of  the elite and the working 

class in Nigeria 

o Approx value of  subsidy is $8.75bn per annum 
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cu rrency misalig n ment  

o In addition to the fuel subsidy and other subsidies like fertilizers etc, successive 

governments have attempted to reform the forex market, policy and pricing 

o There has been huge resistance and pushback 

o Multiple exchange rate regime benefits the well connected and rent seekers 

o President Buhari and his populist economic patriotic rhetoric had been adamant 

about a rigid and overvalued exchange rate 

 

 



  Feb-17     
  =N= US $ PPP ('=N=/US$)  

Bottle of Coke (50cl)                                                  120  2.65 45.28 

Heineken                                                  500  2.82 177.30 

Hamburger (Johnny Rockets)                                              2,900  4.59 631.81 

Uncle Ben's rice (S. Pkt)                                              1,600  3.65 438.36 

Toyota Corolla                                    19,000,000                            21,980  864.42 

Bottled Water (1.5ltr)                                                   150  1.31 114.50 

Big Loaf Bread                                                   350  2.39 146.44 

Irish Spring Soap  (1 cake)                                                  250  0.86 290.70 

Chicken Drumsticks ( 1 kilo)                                              1,680  4.15 404.82 

Eggs    (One dozen)                                                  600  4.47 134.23 
Average PPP     324.79 
Naira Price at  IFEM     305.50 
PPP  (%)     

Decision: Naira is  Over valued 6.31% 
Spot Rate (Parallel)     445 

Outcome:  Compared to IFEM rate of N305.5/$1, the Naira is overvalued by 6.31% 

PPP Analysis  



Focu s on fore x p olicy  

o $1 million weekly allocations to Deposit Money Banks (DMB) 

o $4 million weekly allocations to Travelex  

o For sale to customers for 

o Personal expenses 

o Basic travel 

o Medical needs 

o School fees 

o Banks are expected to sell at 20% mark up (max) of  the IFEM rate 



Imp act of  Policy  

o Policy partially addresses liquidity problem ($104m pm) 

o Does not resolve the confidence crisis in the market 

o CBN’s aggregate supply to the market  

o Invisibles= $104m 

o Tradables=$800m 

o ∑ = $904m 

 



  Upside    Downside  

o An improvement in FX availability 

o A relatively more flexible FX rate 

Imp act of  Policy,  Ac c o r d i ng  t o  r e n c a p  

o FX policy remains interventionist  

o No change in the policy of  IOCs selling FX to 

the CBN 

o CBN remains the biggest  FX supplier on the 

IFEM 

o FX market remains fragmented 

o No mention of  restoring the two-way quote 

system 

o CBN continues operating fixed FX rate, and 

simply moves to a new peg 



Imp act on p e trol su bsidy… rencap  

o The pump price for a litre of  petrol is currently NGN145/l 

o Given that the petroleum marketers are currently getting dollars at an FX rate of  

NGN305/$1 

o This means NNPC is paying a subsidy of  NGN27 per litre 

o The N145/l petrol price was set assuming the FX rate will not increase beyond 

N297/$1 

 

 



Imp act on economic aggregat es  

 

 

 

 

 

GDP Inflation 

Import of  raw materials is cheaper 

boosting output levels 

Provides some respite with regards to the 

soaring influence of  imported inflation on 

consumer prices  

Exports are more expensive, therefore 

likelihood of  lower patronage of  

domestic goods such as cocoa 

An appreciating currency (conditional on 

more policy reform) will make Nigerian 

exports more expensive.  

This in turn discourages domestic producers 

from smuggling goods out of  the country 

thereby mitigating prospects of  food scarcity  



Marshall –  Lerner condition  

 Currency adjustments (depreciations and devaluation) 

only exact improvements if  the absolute sum of  their 

export and import demand elasticity is greater than 

unity 

 

 



Marshall –  Lerner condition  

o What does this mean for Nigeria? 

o Major exports (Oil, LNG) are denominated in dollars 

o Therefore focus is on imports  

o Reduce import demand to benefit from currency depreciation 

o Therefore policies targeted towards raising demand for domestic commodities is key 

 

 



Road to MPC mee ting March 21 -22 

o Considerations: 

o February inflation numbers – forecast to decline to 18.5% 

o Q4’16 GDP numbers – (1.3%), improvement from (2.24%) 

o External reserves level – gross level above $29bn 

o These are to ignite considerations for gradual or speedy interest rate policy reform 

o Likelihood of  a downward review in interest rates in March 

 



Road to MPC mee ting March 21 -22 

o 1% reduction in MPR: trickles down to other interest rates in the market  

o 2% reduction in CRR: more resources freed up for spending 

o 2% reduction in NTB to 16%: reduction government debt service 

obligations 

 

 



Fiscal p olicy   

o $2.3bn loan from World Bank and China EXIM  

o Presidency seeking additional $500 million Eurobond issue 

o To finance N4.03 trn deficit budget for 2016 2017 fiscal years 

o Oil and gas revenue accrued to be generated through: 

o Collection of  outstanding royalties 

o Renewal of  leases expiring in 2017 

o Regulatory agencies to attract investors, implement MoUs and road shows 

 



Fiscal p olicy   

o Other oil and gas revenue generation efforts: 

o Oil block allocations 

o Marginal field awards 

o Track gas flare commercialization  

o Develop gas infrastructure and investments 

 

 

Prevent revenue loss from leakages  



Commodities 

 



O IL 

 
o Oil remained above $55 despite rising US crude inventories and rig count 

o Over 90% compliance on oil output deal sustained the rally in oil prices in Feb. 

o Investors remain doubtful about the high level of  compliance in the coming 

months 

o Discussions about an extension of  the output deal will sustain the rally in March 

o Regardless, Nigeria benchmark oil price is 50% below the spot price of  $57pb 



Agric commodities  

o The market for grains (Wheat and Corn) is bearish with supply exceeding demand 

o Trade routes for grains are however being threatened by US trade barriers 

o Cocoa remains within bearish territory as traders and investors watch closely for signs of  

political instability in top grower, Ivory Coast 

o Defaults from Ivorian traders on the rise as farmers smuggle cocoa to neighbouring 

countries 

o In response to the sharp drop in prices 

o Sugar price rally remains as the market to the ever decreasing Indian production estimate 



Domes tic Commodities  

Jan’17 (N) Feb’17 (N) % Change 

Cement (50kg)  2300 2300 - 

Garri (50kg) 15000 15000 - 

Rice (50kg) 18000 17000 5.56 

Flour (50kg) 11000 10500 4.54 

Semolina (10kg) 3100 3100 - 

Semovita (10kg) 3700 3700 - 

Maize (50kg) 13250 13250 - 

Beans(50kg) 18000 18000 - 

Tomatoes (basket) 9000 9000 - 

Pepper (Basket) 5000 5000 - 

Palm Oil (25L) 17000 24,500 44.12 

Sugar (50kg) 19000 19000 - 

oMost commodities remained flat while rice and flour decreased due to supply side factors 

oPalm oil, which is among the 41 items banned for accessing forex at the IFEM increased substantially 



T h e  3  k e y  e x p o r t c o m mo dit ies fo r  N i ge ria  

–  e i u  o u t look  

Exports  

1. Oil  - Year end price for Brent crude estimated at $56.5pb 

Oil consumption to moderate by 1.3% 

Chinese demand will slow while other emerging markets will pick up Chinese stock 

2. LNG  - Accounts for 14% of  exports, to increase to $7.31/mmBtu by year end  

3. Cocoa  - Expected to close lower this year at $2,011/mt 

Imports 

1. Wheat – Expected to decline to $197/tonne  

2. Sugar  - To reverse previous gains and close the year at $18.5(US cents/pound) 

3. Rice – To decline to $381.3/tonne by year end 





Business Proxies 



FAAC to Increase in  2017  

o Oil prices have doubled relative to this time last year 

o Production has reportedly recovered to 2.2mbpd 

o This implies state governments should be able to settle salary arrears 

o Neutral to FX volatility as official rate remains fixed at N305.75/$  
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Man u facturing on  t he recov ery p at h  

o FBN PMI recovered marginally to 50 in Feb’16 following the sharp decline in January  

o Conversely, the CBN PMI contracted further to 44.6 in Feb’16 from 48.2 in Jan’16 

o Upward trajectory expected as dollar liquidity improves and naira appreciates 

o Manufacturers still have to grapple with rising inventory costs and the weak consumer confidence  

44.6 

50 

30 

40 

50 

60 

CBN PMI FBN PMI 

50.0 threshold 

Growth Region 

Contraction Region 



Ships Awaiting Ber t h to T rend Higher  

o Recent adjustment to the foreign exchange market may provide the liquidity needed to support imports 

o Segmented foreign exchange market remains an impediment to full recovery in shipping positions 
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Pay ments and se ttlements  
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Real Estate Industry 

 



R ecent De v elop ments  

o Real estate contribution to GDP in Q4’16 stood at 7.59% compared to 8.26% in 

Q4’15 

o 5.8% higher than in Q3’16- Slight improvement 

o Economic uncertainties continue to filter into house prices 

o House prices falling slowly, higher for better quality properties 

o Several uncompleted projects linger 

o Many developers cannot afford to pay for the finishing of  their properties 

o Finishing cost is very high due to high import content of  finishing material 



R eal es tat e sector contr acts in  Q4’16  

 

 

 

 

Source: NBS 



Cos t of  bu ilding mat erials remain 

problematic  

o Price of  building materials soar 

o Cement (50kg) price up 40% to N2300 since August 2016 

o Iron Rod (per ton) rises by 150% from N170,000 to N300,000  

o 80% of  raw materials for construction are still imported at the expensive 

parallel market rate 

 



Imp act of  fore x  reform on t he sector  

o Parallel market rate used to import building materials 

o The reform appreciated the parallel market to N460/$ 

o Therefore, cost of  building properties is likely to fall 

o Real estate market will pick up gradually if  the economy follows a recovery path  

o Positive but lagging correlation between economic recovery and real estate 

market upturn  



R eal es tat e mark e t op p ortunities  

o N20bn REIT expected to lift the Nigerian retail industry 

o Return is guaranteed for investors 

o Suitable hedge against inflation 

o Occupancy levels always guaranteed - Retail space still growing especially 

for domestic retailers 

o REIT indirectly boosts employment levels  



Aviation Update 



Global Aviation Up dat e  

•In a high interest rate regime, 

operation costs remain high 

•Feeding into high air fares and 

reduced demand 

 

o Global airline share price rose 1.5% in Jan 2017 starting 2017 on a positive note 

o Premium traffic supports overall airport performance 

o Industry-wide available seat kilometres increased by 6.6% in Dec 2016 and 6.2% 

full year 2016 

o Number of  available seats surges in December on strong aircraft deliveries 

o Global load factor stood at 80.5% in 2016 

 



Global Aviation Up dat e  

•In a high interest rate regime, 

operation costs remain high 

•Feeding into high air fares and 

reduced demand 

 

Load 

Factor 

Source- IATA 



Domes tic Aviation in  tu rmoil  

•In a high interest rate regime, 

operation costs remain high 

•Feeding into high air fares and 

reduced demand 

 

o Sector economics is negative 

o Attractiveness is deteriorating 

o Serious illiquidity, fiscal insolvency and crippling infrastructure 

o 3 carriers with over 70% market share in distress 

o Arik, Aero and OAS in receivership 

o Apart from Medview and Air Peace, all others are limping 

o Charter carriers, Bristow and Calverton, are eating into the scheduled carrier space 

 



Domes tic Aviation in  tu rmoil  

o Regulatory bodies being overhauled, 12 directors fired 

o 3 rehired, leaving the sector in confusion 

o National carrier project is another dead on arrival initiative 

o Closure of  Abuja airport is symptomatic of  a sector drifting 

o Most international network carriers are boycotting Kaduna on security concerns 



Domes tic Aviation in  tu rmoil  

o Abuja will be in virtual isolation for 8 weeks 

o Forex reform makes the Nigerian aviation market more attractive to 

international operators 

o With the new forex supply for invisibles, medical, education & travels 

o Airline passenger traffic is bound to grow 

o Most carriers have opened up their discount windows and low costs fares again 



Domes tic Aviation  in  tu rmoil  

o Load factors are up again to 65 -70% 

o Though with 30% less capacity into the market 

o Lufthansa is back to 7 flights a week to Lagos 

o 3  flights to Malabo & 4 to Port Harcourt 

o Abuja is now off  the timetable 



Domes tic aviation sector performance  

 

 

 

Source: NBS 

o Weak performance of  the aviation sector is highly correlated with  the 

performance of  the domestic economy 



Stock Market 

 

 

 



mark e t in  Febru ary…F urt her re tr action  

o The Nigerian equities market closed the month negative of  2.72% 

o The YTD return on the index remained negative at 5.75% 

o Total market capitalization was N8.76trn having lost 207.1bn for the month 

Source: Solactive, FDC Think Tank 



o Average daily turnover decreased by 17.8% to N1.85bn from N2.25bn  

o The average daily volume traded (ADVT) decreased by 39.9% to 219.7bn  

o Market PE ratio now 14x 

o Medview Plc’s share price remains unchanged at N1.50 since listing in January 

o New listing on the NSE index 

o By way of  introduction, 29.46 billion ordinary shares at N1.25 per share of  

Jaiz Bank Plc were listed  

o Listing added N36.83bn to market value 

mark et in  Febru ary…F urt her retr action  



S E C TOR A L  P E R FO R M A NC E  …  

N O  GA I N E R S  A M O NG  T H E  S U B - IN DI CE S  

o Banking index remained unchanged 

o GTBank (+3.88%),  UBA (+2.7%) Access (1.82%) 

sector contribution gains were offset by Fidelity        

(-11.7%) FBNH (-10%) 

o FMCG’s affected by forex and consumer 

resistance 

o Led by Nestle (-21.6%),  Unilever (-18.3%) 7-UP (-

10.7%) Cadbury (-9.43%) 
Source: NSE, FDC Think Tank 
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-2.97% 

o BC30 index fell by 2.97% in February 

o The  SFNG Blue-Chip 30 Index (USD) was down 4.03% while the SFNG Blue-Chip Index (EUR) 

was down 3.06% 

o 1 year return of  10.7% 

M a r k e t  i n  F e b r u a r y  –  S C O T T  F R E E  I N D E X  

ScottFree BC 30 

Source: Solactive, FDC Think Tank 



o Zenith bank’s gross earnings were strong at N507.9bn (+17.4% y-o-y) 

o Reflecting the impact of  monetary policy on interest and exchange rate   

o Loan loss provision rose double folds to N32.3bn from N15.6bn 

o Jump reflects FX issues and prevailing macroeconomic headwinds 

o Asset quality deteriorated with NPL ratio climbed 80bps y-o-y to 3% 

o Oil & Gas, Power and General Commerce accounts for 76.6% of  non-performing loans 

o Booked forex trading income of  N20 billion (vs. a N2 billion loss in 2015) 

o Revaluation gain up eightfold y-o-y to N25.5bn 

CORPORATE EARNINGS -  ZENITH  



o Revaluation gain up eightfold y-o-y to N25.5bn 

o The revaluation gains largely stemmed from net long dollar positions 

o Bank's capital adequacy ratio up 200bps to 23% 

o PBT up by 24.8% to N156.7bn from N125.6bn 

 

CORPORATE EARNINGS -  ZENITH  



CORPORATE EARNINGS -  NB  

o Nigerian Brewery FY’16 revenue was N313.7bn (up +6.7% y-o-y) 

o Consumers are under strain thus, leading to down-trading 

o Profit margin pressured by elevated raw materials, transport and finance costs 

o Currency weakness impacted on CoGS significantly 

o Foreign exchange loss of  N7.55bn from a gain of  N752mn in prior period 

o Transport costs up by 14.5% to N24.1bn driven by PMS upward price adjustment by 

~67% to N145  

o PBT fell by 27.3% to N39.6bn from N54.5bn 



CORPORATE EARNINGS -  DANGCEM  

o DangCem posted record high sales of  N615.1bn in FY’16 (up +25.1% y-o-y) 

o Driven by strong cement sales volume of  23.5mn tons and 43.7% price increase 

o Nigeria’s contribution to revenue dips to 69.2% from 79.2% 

o PBT decline of  3.9% to N180.9bn resulted from a sales growth of  25.1% being 

offset by a gross margin contraction of  11.6% 

o Significant rise in fuel and power expenses by N45.8bn to N112.3bn 

o Net foreign exchange gains amounted to N41.2bn from N12.3bn 

o Driven by currency depreciation 

o Tax credit of  N5.69bn sees a modest 2.92% rise in PAT to N186.6bn 



o Mixed sentiments as investors await results 

o Look for average to tepid banking results 

o Conservative dividend payout ratios 

o New forex policy is market friendly  

o Expecting a reduction in interest rates at the MPC 

o Equities are relatively cheap 

o PFA’s and insurance companies to commence bargain hunting 

OUTLOOK  





Political Update & Risks  



Polit ical Up dat e  

o The shifting sands of  Nigerian policies 

o APC hawks scheme for power 

o Hoping for a realignment of  forces in a succession battle 

o The problem is that you must finish 2017 before you fight for 2019 

o The new economic recovery and momentum is positive for the APC 



o Balance of  Trade surplus, Eurobond oversubscription & stronger naira shows 

new direction & dynamism 

o Osinbajo’s success is Buhari’s win 

o Ideologies are aligned but pace is different 

o Fiscal policy is positive but needs to be more impactful 

o Monetary policy is now equally aligned 

Polit ical Up dat e  



o S. East defections to APC a certainty 

o South/South now in play after the military deals 

o If  inflation declines and GDP growth is positive in Q1, APC will gain politically 

o Bye elections in Rivers & Gombe show the macro-economic vulnerability of  

incumbency 

o The born-again CBN needs to fund the tradable & invisibles transparently 

o Must allow oil companies to sell directly to the market 

Polit ical Up dat e  



 

Outlook 



March Ou tlook  

o February inflation likely to dip slightly 

o MPC likely to allow T/Bill rates slide by 100 basis points 

o Might consider a reduction in the CRR from 22.5% to 20% 

o CBN will allow a different rate for State Govt. & FGN dollars 

converted approx. at N340 

o Increasing FAAC by 20% 



March Ou tlook  

o FAAC in March will exceed N500bn 

o The Eurobond tap of  $0.5bn will be drawn down 

o Together with initial draw down will increase External Reserves to above $30bn 

o IFEM likely to move to N320, invisibles at N370 & BDCs N400 

o Naira will trade between N450 – N460 in the parallel market 



7  s t e ps o n  h ow  t o  f i x  t h e  N i ge r ian e c o n o m y 

a c c o r ding t o  a  p ro f esso r o f  e c o n o mic s  

•In a high interest rate regime, 

operation costs remain high 

•Feeding into high air fares and 

reduced demand 

 

o Current account must be floated- in other words the currency should be 

convertible for trade items (tradeables) 

o A sharp increase in tariffs for luxury goods will help reduce fiscal deficit 

o Capital account controls to stabilize forex inflows for debt instruments for at 

least 24 months, will insulate economy from hot money volatility 

o Target to increase tax mobilization and compliance to push the low tax revenue 

to GDP ratio 

 



7  s t e ps o n  h ow  t o  f i x  t h e  N i ge r ian e c o n o m y 

a c c o r ding t o  a  p ro f esso r o f  e c o n o mic s  

•In a high interest rate regime, 

operation costs remain high 

•Feeding into high air fares and 

reduced demand 

 

o Swap domestic debt with foreign debt to help reduce fiscal debt service burden 

o A more focused and impactful investment in power strategy  

o A comprehensive social safety net with minimum abuse and leakages 

o When the demand for good governance comes and grows then good 

government will come and follow 

o The current protest is a ground swell for a demand for good governance 

 



 
Corp or at e Hu mou r  

 Every woman should have four pets in 

her life 
- a mink in her closet 

- a Jaguar in her garage 

- a tiger in her bed 

- a Jackass who pays for everything 

-  Paris Hilton 

Other people’s babies, that’s my life, 

mother to dozens, and nobody’s wife  

- A. P. Herbert 



 
Corp or at e Hu mou r  

 
Democracy must be something 

more than wolves and a sheep 

voting on what to have for dinner  

– James Bovard 

The average girl would rather have 

beauty than brains because she knows 

that the average man can see much 

better than he can think – Anonymous 



Corp or at e Hu mou r  

If you have never been hated by 

your child, you have never been 

a good parent – Bette Davis 

When a man retires his wife gets 

twice the husband but only half the 

income - Anonymous 



Corp or at e Hu mou r  

Charity degrades those who receive it 

and hardens those who dispense it 

-  George Sand 

The trouble with the rat race is 

that even if you win you are still a 

rat – Lily Tomlin 



Corp or at e Hu mou r  

I would rather be a beggar 

and single than a queen and 

married – Elizabeth 1st 

A friend in power is a friend lost 

– Anonymous 



Corp or at e Hu mou r  

The reason why worry kills more 

people than work is that more 

people worry than work  

-  Anonymous 

Nothing is impossible for the man 

who doesn’t have to do it himself 

– A. H. Weiler 
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