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Revenue shared by FAAC spikes to 3-year high (N652.23bn) 

The Federation Accounts Allocation Committee (FAAC) disbursed N652.23bn to the 

three tier of governments for the month of June. This is 41% higher than the amount 

shared in May, and the highest amount since July 2014. The funds will have a positive 

impact on government spending, boosting activity at the local, state and federal level. 

With the price of oil above $50pb and production approaching 1.8mbpd, we expect 

FAAC levels to remain high in the coming months. 

UPDATE: Nigeria forced to cap output at 1.8mbpd; oil price jumps to $52pb 

At the St. Petersburg meeting with oil producing countries, Nigeria was compelled to 

cap its production at 1.8mbpd. The cap is applicable once production stabilizes at that 

level. Nigeria’s output for June was 1.73mbpd. Nigeria accounts for approximately 2% 

of global oil production. Thus, a cap on output is barely enough to move the needle 

and swing global prices positively. Instead, OPEC’s hope for higher prices lies in US 

shale slowdown and stronger compliance by other major producers involved in the 

deal such as Russia. 

Federal Government releases breakdown of the Paris Club refund to States 

The Federal Government released breakdown of the Paris Club refund made to states 

earlier in the year. The second tranche totals N243.795bn. The refund reflects the 

over-deductions on the Paris Club and London Club loans plus the multilateral debts 

arising between 1995 and 2002. The payments were partial settlement of long-

standing claims by state governments relating to over-deductions from their FAAC 

allocation for external debt service. 

Federal Executive Council approves N2.7trn securitization of past debts 

The Federal Executive Council (FEC) has approved N2.7trn for securitization of the 

federal government’s obligations, through bonds and promissory note issuance. The 

notes will be directed at ‘helpless creditors’ such as contractors, pensioners, suppliers, 
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public workers. This move will help prevent further downgrading of Nigeria’s credit 

rating and boost liquidity in the system. The initiative needs to receive approval from 

the Senate House before it can be implemented. 

Monetary Policy Committee maintains status quo 

The Monetary Policy Committee (MPC) maintained the status quo for the sixth 

consecutive time since it last changed its benchmark policy rates 12 months ago. . 

The Central Bank of Nigeria’s (CBN) decision confirms its preference for exchange 

rate stability over growth stimulation. Nigeria’s increasing debt service burden (70% of 

independent revenue) is becoming an impediment to fiscal consolidation. This is likely 

to force a review of the interest rate policy in the short to medium term. A reduction in 

MPR may be more likely if Q2 growth figures, to be released on August 23, are 

positive. 

Nigerian Senate backs plans to reduce power of Presidency 

Nigeria's upper house of parliament backed a series of constitutional amendments on 

Wednesday that could weaken the presidency and boost the power of the legislature. 

The Senate believes these changes will trigger robust reforms of the country’s 

political, economic and social development.  

Michael Kors buys Jimmy Choo in $1.2bn deal 

British luxury label, Jimmy Choo, has been acquired by lower end American line, 

Michael Kors, for £849m ($1.2bn) at £2.30 per share ($3.02 per share). Michael Kors’ 

stocks increased by 3%, following news of the acquisition. John Idol, the CEO of 

Michael Kors, stated that the company plans to make more acquisitions in the near 

term. 

 

Power output dips to 1-month low (Review Period: July 1st – August 1st)   

Power output fell by 8.42% to 2,901MWh/h on August 1st, compared to 3,168MWh/h 

on July 1st. Total constraint fell to 2,623MW on August 1st, from 2,842MW on July 1st. 

The sector lost approximately N38.66bn during the review period. Generation was 

largely hampered by high frequency constraints and increased gas constraints at five 

(out of the 17) power stations.  
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Michael Kors buys Jimmy Choo in $1.2bn deal 

 British luxury label, Jimmy Choo, has been acquired by lower end 

American line, Michael Kors, for £849m ($1.2bn) at £2.30 per 

share ($3.02 per share).  

  Jimmy Choo attracted several potential buyers after announcing 

it was up for sale in April as the current owner, JAB looks to focus 

more on food and drink retail. Jimmy Choo’s signature product 

are shoes, however, the British firm produces an array of luxury 

goods.  

 Michael Kors is in a major decline, store sales figures were down 

14% in 2016. The acquisition of Jimmy Choo provides an avenue for growth. Michael 

Kors strategic position as a middle band luxury line has been hugely successful over 

the years. However, shoppers are choosing either the high end or low end, leaving the 

middle increasingly vacant. 

 Michael Kors plans to exploit the opportunity in the men’s luxury footwear category 

and further support Jimmy Choo’s growth by opening retail shops and advancing its 

online presence. 

 Michael Kors stocks increased by 3% following news of the acquisition. Kors CEO, 

John Idol, stated that the company plans to make more acquisitions in the near term. 

 

Topshop hires new CEO 

 Topshop has hired Paul Price as its new Chief 

Executive Officer. Price worked with Burberry for over a 

decade, were he rose to the position of Chief 

Merchandising Officer responsible for clothing and 

accessories. He will assume his new position in 

September.  
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 Prior to that, Price had senior management roles in Banana Republic, Lucky Brand 

Jeans and Williams Sonoma and, Bloomingdales, where he started his retail career. 

 Price’s new role follows the departure of former Topshop Managing Director, Mary 

Homer, who resigned to become the new chief executive of the White Company. 

Under Homer’s guidance, Topshop expanded worldwide to 620 stores and franchises 

in over 40 countries.  

 Arcadia Group, which owns Topshop, believes Price will be a great catalyst in leading 

the next phase of global expansion. 

 There is a possibility that  Price’s position as the new CEO is an indication that 

Topshop maybe be moving up market, to combat online sellers who are impacting its 

market share.  Other high street fashion brands have suffered due to the increasing 

popularity of online specialists such as Asos, Boohoo, Missguided and 

PrettyLittleThing.  

Adobe to pull the plug on Flash in 2020 

 Adobe Flash, which was once the most widely used software to 

power most online media content, will be retired by the end of 

2020. The software has experienced dwindling support from 

browsers such as Apple’s Safari, and Google’s Chrome.   

 To many, Flash’s end has been long overdue. In 2010, Steve 

Jobs, the late founder and CEO of Apple, wrote a blogpost 

detailing the multiple issues with Flash and why it would never be 

used in the iPhone. Some of the reasons include draining battery life and not 

supporting touch screens but the most important problem was how unsecure Flash 

was. It was full of security holes which enabled hackers to break into the software and 

then into personal computers. Android phones also stopped supporting the software in 

2012. 

 This has led the software to suffer waning popularity. 98% of personal computers that 

were connected to the Internet in 2005 used Flash when Adobe purchased it. 

According to Google, in 2014, 80% of Chrome users used Flash daily and now that 

number is 17%. 

 Though Flash has faced declining popularity over the years, many websites, 

especially gaming sites still use it. Adobe said it would work with Facebook as well as 

Unity Technologies and Epic Games to help developers migrate their games. 
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Apple stops sale of iPod Nano and Shuffle 

 Apple Inc has removed the iPod Nano and Shuffle from its product line. 

 The Nano and shuffle were introduced in 2005, as a 

cheaper alternative for the iPod Classic. Neither of 

these products has been updated in the last five 

years. Apple ceased the sale of the iPod Classic in 

October 2014.  

 This shows the tech giant’s commitment to focus on 

devices that can run apps (iPhone, iPod Touch and 

iPad), instead of traditional music-only iPods. 

 The iPhone was introduced in 2007, and has 

significantly reduced demand for standalone MP3 players. In 2008, iPods generated 

$9.2billion in revenue, while iPhone contributed $1.8bn. In 2016, eight years later, 

iPhone generated over $135bn while iPods accounted for $500m1. Revenue from 

iPods plunged significantly, so much so that the company stopped providing specifics 

in its financial statements in 2015 but filed the device under ‘Other Products’. 

Air France – KLM acquires 31% stake of Virgin Atlantic 

 In a deal worth £220 million, Air France – 

KLM has bought a 31% stake in Virgin 

Atlantic as part of a four way joint venture 

with major American airline, Delta (49% 

stake). This relinquishes Virgin group’s 

majority share of 51%, leaving it with a minority of 20%.  

 Virgin, which has 53 aircrafts in its fleet, would retain its brand and remain a UK airline 

with a UK operating certificate. The partners announced in a joint press release that it 

would offer convenient flight schedules with competitive fares, and passengers would 

earn frequent flyer benefits, with the ability to obtain and redeem miles across all 

carriers.   

 Virgin has had mixed fortunes in recent years, despite Trans Atlantic being amongst 

the most lucrative. It reported its best profit for half a decade in 2016. However, the 

quintessentially British company warned earlier this year that it was going to make a 

loss in 2017, as the weaker pound pushed up costs and discouraged holiday makers. 

                                                           
1
 FDC Think Tank estimate 
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Air France launches new airline for millennials 

 Air France is set to launch its new airline called 

Joon. Medium haul flights from Paris will begin 

this autumn and long haul flights in summer 2018.  

  Joon, a reference to jeune which is the French 

translation for youth, is targeted at the young 

generation. According to a statement by Air 

France, Joon is the airline for millennials and 

provides innovative and digital experiences.  

 In line with the youthful feel, cabin members will be dressed in contemporary uniforms, 

which the airline describes as chic, trendy and minimalist.  

 Jean-Michel Mathieu has been appointed the new CEO of Joon. The 48 year old 

started his career in academia, before moving to aviation where he worked in sales, 

digital and revenue management with the Air France-KLM group.   

 Air France is yet to provide further details about in-flight services and mode of 

operation. It is unclear whether those who fall above or below the age group will be 

allowed on board. There is also no information about entertainment or meal options 

that will be tailored to millennial tastes. Also the airline is yet to confirm if the cabin will 

be staffed by only millennials. The firm has however confirmed that the airline will not 

be low-cost, and will cater to 40 year olds. 

 There are concerns from KLM over this new Air France subsidiary. The KLM Central 

Works Council doubts Joon will be a success as the business plan is not economically 

sound and could be damaging to KLM. Air France and KLM merged in 2004 to 

become the largest airline group in Europe and the 2nd largest in the world. Over the 

years, KLM has outperformed Air France, and the group has slid to number 8 on the 

ranks. 
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Federal Executive Council approves N2.7trn securitization of past debts 

 The Federal Executive Council (FEC) has approved N2.7trn for payment of the 

federal government’s discounted obligations, which will be funded through bonds 

and promissory note issuance. 

 Mrs Femi Adeosun, the Finance Minister, briefed State House correspondents 

during the FEC meeting at the presidential villa. She said that the obligation 

consists of N740bn of outstanding pensions and promotional salary arrears (not 

discounted) and N1.93trn (discounted) of other obligations including dues to 

federal government contractors and suppliers. The notes will be directed at 

‘helpless creditors’ such as contractors, suppliers, public workers. Arrears will be 

paid as far back as 1994. 

 The initative needs to receive approval from the Senate House before it can be 

implemented. 

Analysis & Outlook 

Nigeria has a reputation of indebtedness. This move will help prevent further 

downgrading of Nigeria’s credit rating, at a time when the country is looking to secure 

additional debt, and service existing financial obligations. The issuance of N2.7trn 

($8.9bn and 12.3% of money supply) will increase liquidity, drive down interest rates 

and boost the banking sector. This will have a multiplier effect on recovery and 

economic growth. 

Revenues shared by FAAC spikes to 3-year high (N652.23bn) 

 The Federation Accounts Allocation Committee (FAAC) disbursed N652.23bn to the 

three arms of government for the month of June. This is 41% higher than the amount 

shared in May, and the highest amount since July 2014.  

 Gross statutory revenue climbed 79.68% to N570.58bn as a result of aggressive tax 

collection. There were significant increases in income tax and petroleum profit tax. 

These offset the fall in oil revenue, as Brent prices lost 6.8% in June. 
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Analysis & Outlook 

The funds will have a positive impact on government spending, boosting activity at the 

local, state and federal level. With the price of oil above $50pb and production 

approaching 1.8mbpd, we expect FAAC levels to remain high in the coming months. 

 

UPDATE: Nigeria forced to cap output at 1.8mbpd; oil price jumps to $52pb 

 At the St. Petersburg meeting with oil producing countries, Nigeria agreed to cap its 

production at 1.8mbpd. The cap is applicable once production stabilizes at that level. 

Nigeria’s output for June was 1.73mbpd. 

 Libya remains exempt from the Organization of the Petroleum Exporting Countries’ 

(OPEC) deal as the committee believes that its production is unlikely to exceed 1mbpd 

in the near term. 

 Anadarko Petroleum Corporation, an American petroleum and natural gas exploration 

and production company, has announced plans to cut capital spending by $300m as 

low oil prices deter drilling activities. Saudi Arabia has committed to reduce its exports 

by 1mbpd. These steps, in addition to the fall in US crude stockpiles, have led to a 

price rally. Oil has gained 6% in the last two weeks. 

Analysis & Outlook 

Nigeria accounts for approximately 2% of global oil production. Thus, a cap on output 

is barely enough to move the needle and swing global prices positively. Instead, 

OPEC’s hope for higher prices lies in US shale slowdown and stronger compliance by 

other major producers involved in the deal such as Russia. All things being equal, the 

price of oil for August is projected to average at $50-51 per barrel (pb). 

Monetary Policy Committee maintains status quo 

 The Monetary Policy Committee (MPC) maintained the status quo for the sixth 

consecutive time since it last changed its benchmark policy rates 12 months ago. At 

that time, the MPC tightened the policy in response to a weakening currency and 

dwindling external reserves. 

 As businesses have become averse to borrowing due to high interest rates, the 

economy is facing capacity underutilization and higher unemployment. The Monetary 

Policy Rate (MPR) is an anchor rate that is having less of an influence on market 
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participants as the rates for T/Bills seem to reflect the cost of borrowing. The Central 

Bank of Nigeria’s (CBN) decision confirms its preference for exchange rate stability 

over growth stimulation. 

 The decision was made against the backdrop of softening inflationary conditions and a 

relative recovery in commodity prices. 

 In Africa, inflationary trends are generally mirroring global realities. However, policy 

responses to this trend in consumer prices are mixed. In the month of July, six 

countries have met so far to alter/maintain their monetary policy stances. Countries 

such as Angola and Kenya are in harmony with Nigeria as they have maintained 

status quo on benchmark rates. 

Analysis & Outlook 

Nigeria’s increasing debt service burden (70% of independent revenue) is becoming 

an impediment to fiscal consolidation. This is likely to force a review of the interest rate 

policy in the short to medium term. A reduction in MPR may be more likely if Q2 

growth figures to be released on August 23 are positive. 

 

 



 
 
 13 

 



 
 
 14 

  

  

 

 

 

  

   

    

   

 

 

 

   

    

 

   

 

  

BUSI N ESS UPDAT E (Review Period:  July 18
th
- 

August 2
nd
 2017) 

SOURCE: CBN, FDC Think Tank, FMDQ 

The Forex Market 

 At the parallel market, the naira:   

 Appreciated by 1.10% during the review period to close at N 363/$ on Augst 2nd, from 

N 367/$ on July 18th. 

o Depreciated by 0.42% against the pound to close at N475/£ on August 2nd, from N473/£ on 

July 18th. 

 At the interbank market, the naira gained 3.07%, closing at N306.10/$ on August 2nd, from 

N315.50/$ on July 18th.  

 The IEFX rate depreciated by 1.33% to N368.50 /$ within the review period.   

o Turnover for the period totaled $2.19bn.  

 External reserves gained 0.9% ($280m) during the period, to close at $30.77bn on July 28th. 

o The import cover rose to 6.89 months from 6.8 months on July 18th. 

o We expect the reserves level to continue to record marginal gains as oil price stays 

above $50pb.  
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 Short-term interbank interest rates 

(OBB/ON) rose sharply by 1467bps and 

1450bps respectively.  

o OBB: 20.17% 

o O/N: 19.67% 

o An outflow of N200-300bn in 

stabilization securities mopped up 

market liquidity. 

  Yields on T-bills investments in the primary 

market have decreased during the period. 

 91-day: 13.89%; 182-day: 19.05%  

o Rates have decreased by 0.10% 

(avg) so far in July. 

 

 

The Money Market 

 

 

The Stock Market 

 The Nigerian Stock Exchange All Share 

Index (NSE ASI) market gained 10.37% to 

36,905.06 pts on August 2nd compared to 

33,436.61 pts on July 18th.  

 The stock exchange maintained a bullish 

streak for 16 days straight, to reach a 3-

year high of 37,245.17 on July 27th. 

o Before falling to 35,844on July 31st. 

 Total market capitalization closed at 

N12.72trn on August 2nd, 10.41% higher 

than N11.52trn on July 18th.  
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The Commodities Market 

  Brent crude price gained 5.4% to $51.43pb on August 2nd, from $48.84pb on July 18th. 

o The rise in price was driven by expectations of a cut in oil exports from the OPEC 

defacto leader, Saudi Arabia.  

o Global prices are also responding to the tightening in the US oil market as 

inventories fall and rig additions slow.  

o OPEC will meet with its members in August 7-8, to discuss compliance levels. 

 Natural gas lost 8.44% to close at $2.82/mmbtu from $3.08/mmbtu on July 18th. 

o LNG global exports rose to record high in the week during the period. 

 Wheat prices lost 8.54% to $4.60/bushel from $5.03/bushel. 

o Ample supply in other producing regions has offset the effect of the US drought.  

 Corn price also closed higher by 0.7% to $3.80/bushel from $3.77/bushel 

o Forecasts show that EU corn harvest is expected to fall in 2017-18. 

 Sugar prices up 6.02% to $0.1495/pound from $0.1410/pound in the review period. 

o Due to robust demand from ice-cream and soft drink makers as summer season 

peaks. 

 Cocoa prices closed higher by 8% to $2,064/mt from $1,911/mt in the review period. 

o   The gain was driven by increased demand as the commodity broke past the 

$2000/mt threshold. 
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PRESS STATEMENT 

FGN’s Government Enterprise & Empowerment Programme (GEEP): Unity Bank 

partners Bank of Industry to promote growth of Nigerian micro businesses 

Following the execution of a Memorandum of Understanding with the Bank of Industry 

(BoI), Unity Bank Plc is set to partner with BOI in the execution of the Government 

Enterprise and Empowerment Programme (GEEP), one of the social intervention 

programmes of the Federal Government of Nigeria. GEEP provides access to 

affordable micro credit to Nigerian micro business owners who hitherto were unable to 

access loans to grow their businesses.  

Under this partnership, Unity Bank will provide account opening services to qualified 

beneficiaries of GEEP nationwide. These individual bank accounts will serve as 

channels for beneficiaries to receive loans disbursed by BOI. Beneficiaries will also 

make loan repayments through these bank accounts. Unity Bank will also provide 

BVN registration services for beneficiaries who require such, thereby increasing the 

financial inclusion in Nigeria. 

The Bank’s participation in the laudable scheme stems from the strategic business 

objective of supporting Micro, Small & Medium Enterprises (MSME) to access 

affordable funding. Commenting on the Bank’s participation, the MD/CEO of Unity 

Bank Plc, Mrs. Tomi Somefun stated that the success of the partnership with BoI is 

testament to the fact that despite the difficulties of accessing credits by this segment 

of the market, the good knowledge and understanding of different players in the 

market segments and ability to harness inherent opportunities for their benefit has 

continued to differentiate the Bank in line with its strategic business focus on 

Agriculture, Retail/SME and Rural economy. 

According to the Managing Director of BOI, Mr Kayode Pitan, the partnership with 

Unity Bank on GEEP will further enhance access to financial services to qualified 
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beneficiaries and support BOI’s mandate for GEEP loans to reach 1.6 million 

beneficiaries nationwide. 

Through GEEP, MarketMoni loans will be disbursed to qualified Nigerians in key target 

segments including Market women & men, artisans and enterprise youths. The 

programme is being executed by BOI in partnership with Commercial Banks, 

Microfinance Banks and other Financial Institutions in Nigeria. 

As a requirement, an applicant to the GEEP scheme is expected to belong to an 

accredited market, trade associations or cooperatives groups, must possess a valid 

BVN and have a verifiable business location.  
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LIFESTYLE 

How Technology is driving retail in Africa- EIU2 

E-commerce in Africa has gain strides in recent years, on the back of increased 

access to technology. Although the retail dominance of physical shopping outlets is 

expected to remain, according to the EIU, the African e-commerce industry could be 

worth up to $75billion by 2027. The widespread use of mobile phones (rather than 

personal computers (PCs)), for online purchases will create a leapfrogging effect for 

the sector.  75% of Jumia users, access the platform via mobile phones.  

According to the EIU Canback, Nigeria is the most promising country in Africa, in 

terms of potential market for e-commerce. This scores measure mobile subscriber 

penetration, income level, PC ownership and market opportunities. Mobile phone 

penetration in Nigeria is forecast to rise to 122% by 2021, from 103% in 2016. Nigeria 

also tops the list of countries with the highest percentage of online sites viewed on 

smart phones, at 81%, compared to the global average of 50%. Additionally, 

increasing urbanization, the budding middle class, and the young demography will 

support the future success of e-commerce. Mobile services and innovation also have 

a critical role to play in educating Africans. 

Despite the great potential, challenges till persist. These include logistics and 

distribution problems, fear of fraud, a fragmented retail market, weak telecoms 

infrastructure and illiteracy among a significant proportion of the population. 

Considerable investments in the public and pricate sector are needed to overcome 

these obstacles and fast-track the growth of the e-commerce industry. 

 

 

                                                           
2
 Summary of EIU paper, available at <EIU.com> 
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Mixed realities of African retail- culled from howemadeitinAfrica.com3 

On the face of it, the African retail opportunity seems huge. After all, about 60% of the 

population in African countries may be living in cities by 2050. And urbanisation is 

increasingly a major driver of consumption. Besides, half the current headcount in at 

least 15 sub-Saharan African countries is below the age of 18, pointing to even more 

working age potential down the line. In 2050, it is estimated the median age of the 

African population would be about 25 years. As most young Africans prefer to live in 

cities, the retail potential on demographics and urbanisation alone, is quite significant. 

 

But to look at the African retail opportunity with a continent-wide lens would be to 

mask what are really disparate markets, each with its own unique characteristics. 

Incidentally, depending on whether a retailer is multinational, regional or local, the 

experience tends to differ from country-to-country as well. Moreover, the economic 

downturn of 2015-16 in key African countries has unravelled some of the dreamy 

suppositions about the supposed rise of the African consumer. Weaker currencies 

have made imported goods expensive for locals. Power supply shortages in countries 

like Ghana and Zambia, also added to costs, as businesses had to resort to standby 

generators. Authorities’ temporary solutions to narrow the electricity supply gaps were 

also relatively expensive. 

Besides, the reckoning of a sizeable African middle class is now largely in doubt: it is 

smaller than earlier thought. Nestlé, the global foods manufacturer, asserts as much. 

In June 2015, it announced plans to cut 15% of its workforce in 21 African countries 

because of this supposed underestimation. The controversy about the African middle 

class is partly one of definition. For instance, the African Development Bank (AfDB) 

defines the middle-class African to be one who spends about US$2-$20 a day, and 

numbers about 350 million, 34% of the population. At least 55 million are able to 

spend $20 a day, the AfDB also posits. A more conservative estimation puts the 

current size of the African middle class ($5,000 – $7,300 yearly expenditure) at 15 

million, rising to 40 million by 2030. Another reckoning is that it could be as much as 

128 million in about three years’ time. 

Is this sizeable enough though? That depends on the ambitions, products and 

strategies of the subject firms. In any case, the retail market is more advanced in 

                                                           
3
 Article has been abridged. Full piece is available at < https://www.howwemadeitinafrica.com/mixed-realities-

african-retail/> 

http://www.howwemadeitinafrica.com/sectors/retail-sectors/
http://www.howwemadeitinafrica.com/category/countries/ghana/
http://www.howwemadeitinafrica.com/category/countries/zambia/
http://www.howwemadeitinafrica.com/sectors/energy/


 
 
 22 

some African countries (e.g., South Africa, Kenya and Botswana) than in others. And 

in some, Ethiopia for instance, the potential size is significant, but may require some 

time to tap optimally via shopping malls and the like. The Nigerian retail market is in-

between: it is large, already being tapped, but could yet realise its full potential. Thus, 

the African retail opportunity is varied and should not be seen as a homogenous 

whole. 

 

Strategy matters, but local challenges do overwhelm 

Truworths, a South African clothing retailer, exited Nigeria in early 2016. High costs, a 

clampdown on imports by Nigerian authorities and scarce foreign exchange were 

some of the underlying reasons. Truworths’ business model required that its goods be 

produced in South Africa and then shipped to its outlets. That model worked just fine 

in its home and neighbouring markets. Further afield, the same strategy was fraught 

with risks. Often erratic currency policies of African countries, most of which barely 

have enough foreign exchange, meant its import-based strategy could be potentially 

overwhelmed upon a sudden currency devaluation, currency scarcity or both. 

In Nigeria, as it turned out, both happened. Truworths also complained about high 

rental costs. Poor management may partly be blamed for this: other South African 

retailers managed to get by. Although most of Truworths’ stores are in the southern 

Africa region, where its business model is easier to replicate, it opened a couple in 

Kenya in its 2016 financial year. But it is too early to tell whether the Kenyan venture 

would succeed. Still, because Kenya operates a market-driven economy, and is not 

known for the kind of regulatory shocks – foreign exchange restrictions and import 

bans, for example – that stymied its operations in Nigeria. There is a high probability 

Truworths could do well there. 

Clover, a dairy producer from South Africa, blamed foreign exchange scarcity for its 

exit from Nigeria as well. In both the Truworths and Clover cases, the companies 

could have chosen to adapt to the Nigerian authorities’ policies of promoting locally-

made goods. However, this would have required a change in strategy with a costly 

backward-integration programme. 

Appropriate pricing can also be an issue. Even though Woolworths also attributed its 

failed Nigerian venture to high rental costs and import duties, as well as supply chain 

difficulties, its pricing strategy probably had poor fit. Nigerian consumers considered 

http://www.howwemadeitinafrica.com/countries/south-africa/
http://www.howwemadeitinafrica.com/countries/kenya/
http://www.howwemadeitinafrica.com/countries/botswana/
http://www.howwemadeitinafrica.com/category/countries/ethiopia/
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Woolworths’ prices too high relative to even better known brands. But that does not 

seem to have been a problem with its Kenyan operations, which it chose to control 

fully in January 2016, having hitherto been a joint venture partner with a local retailer. 

The ease with which a foreign retailer is able to adapt to some of these local 

constraints and abrupt changes, also depends on its focus segment. For example, it is 

easier for food retailers to adapt to import restrictions by a foreign government if 

substitutes can be procured with relative ease. Besides, backward integrating a food 

retail value chain is not as difficult as those for clothing and accessories. It may 

explain why food retailer Shoprite has been resilient to the same challenges that 

supposedly overwhelmed its compatriots, Truworths and Woolworths, in Nigeria. 

But then why didn’t its ventures in Tanzania and Uganda succeed? In Uganda, 

Shoprite found it difficult to compete with informal traders. And in one case at least, its 

store was badly located. Shoprite also had to contend with aggressive regional giants, 

like Nakumatt, Uchumi and Tuskys. It did not face opposition as strong in Nigeria. In 

Tanzania, pushback from local authorities, who riled against the flooding of their 

markets with South African goods, was also a factor. 

Local know-how and flexibility are keys to success 

Dogged retail firms with African ambitions can take lessons from these experiences. It 

pays to have a flexible business model. Companies should check for strategic fit 

before deciding to venture outside of their home markets. And local know-how can be 

hugely differential. Joint ventures with established local retailers seem like a best first 

step. This enables the foreign firm to learn about the market first-hand, without making 

the types of costly mistakes that going it alone tends to engender. 

Additionally, firms are better able to navigate the often erratic regulatory environments 

in African countries if they have well-regarded local partners. For instance, Pick n Pay 

has chosen to partner with an established local retailer, A.G. Leventis for its Nigerian 

venture. 

Also, there are economies that established local players tend to have garnered over 

long years of operations that are often difficult to replicate by foreign firms at first. That 

is, even when they take over erstwhile attractive local operations. For example, Tiger 

Brands’ (a South African consumer goods company) venture into Nigeria in 2012 

turned out to be a flop. Eventually, it sold back its stake in loss-making Dangote Flour 
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Mills, the Nigerian flour business it bought, to its original owner for $1, taking a R2.7bn 

knock. Tiger Brands’ experience is instructive: now back in Nigerian hands, Dangote 

Flour Mills returned to profitability in the nine months to June 2016. 

The retail segment also matters: it is easier to adapt to changing constraints in the 

food retail segment than that of clothing, for instance. Truworths was not likely to build 

cloth-making factories in Nigeria just to satisfy the authorities. On the other hand, 

Shoprite was able to source local substitutes for its imported foods and beverages. 

And even within a supposedly adaptable food retail segment, the technology, inputs 

and know-how locally might be so grossly insufficient that an exit would be best. So, 

considering the Nigerian dairy industry is still largely rudimentary – there are not 

enough milking cows and yields are about half the international norm, Clover would 

have needed to invest a great deal to backward integrate its dairy operations there. 

Firms should also make sure to find out what the optimal strategic mix for each market 

is. For instance, if Woolworths did proper benchmarking of its goods against other 

relatively cheaper, but more popular, foreign brands, it might not have chosen a brand 

differentiation strategy for its Nigerian venture. It is possible to implement a low cost 

strategy with products that target the mass segment without necessarily depreciating 

the value of pricier brands in a firm’s product portfolio. And in some cases, the scale 

does, over time, compensate for the reduced margins. 

But this depends on the retail segment as well. New lower cost brands do not 

necessarily need to be created for certain consumer goods. Firms could break bulk 

instead, selling in smaller packs and so on. But this approach is hardly feasible in 

some segments, in clothing and accessories retail for instance. Price discrimination 

could be deployed in this regard though. Goods sold at malls or shopping centres in 

highbrow locations could be priced higher. And even within the same shopping 

location, a myriad low margin goods could be priced so cheap that customers might 

not mind purchasing pricier items with the savings. So instead of seeking margins on a 

product-by-product basis, a business-wide approach could be adopted. More 

importantly, quality should never be compromised. For to think cheap means a 

compromise on quality, would be to misconstrue what in this technological age, is now 

a very discerning African consumer. 
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Conclusion 

Is the African retail opportunity over-hyped? Not necessarily. But the huge potential 

envisaged is still a long way out. Thus, multinational retailers considering the 

opportunity must see it as setting themselves up for that eventual boom. That is, if 

they choose to take the plunge. The African youth bulge still requires a couple of 

 years to join the workforce – or more time in it to attain middle class status. But 

without a doubt, to succeed, intending international firms must give serious 

consideration to partnering with established local players. Without a well-connected 

partner, economies and efficiencies that more experienced foreign retailers potentially 

bring can be all too quickly diminished by the still opaque regulatory environment. 

The fuzziness is not necessarily related to ethical issues. There are genuine concerns 

by local businesses and authorities about being run out of town by foreign players with 

deep pockets. Even when prospective investors have good intentions, communicating 

them in a way that persuades local stakeholders can be tricky. And most definitely, it 

is important for strategies to be tailored for each country’s peculiarities. As the 

examples highlighted show, what works in one jurisdiction may not necessarily work in 

another. More fundamentally, managers must first ask whether their business models 

are adaptable to some of the harsh realities they may face in not a few African 

countries. Besides, a city-by-city strategy might be more optimal. So instead of a 

Nigerian, South African or Kenyan strategy, a Lagos, Johannesburg or Nairobi 

strategy might be more ideal. The retail opportunities are in the cities 

. 
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