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Two weeks after one of  the most eagerly anticipated Organization of  Petroleum Exporting 

Countries (OPEC) meetings in recent time, United States President Donald Trump tweeted – 

“The OPEC Monopoly must remember that gas prices are up & they are doing little to help. 

If  anything, they are driving prices higher as the United States defends many of  their mem-

bers for very little $’s. This must be a two way street. REDUCE PRICING NOW!” 

Simple economics tell us that when demand is fixed or growing, and supply is curtailed, or 

when there is the expectation of  a decline in supply, prices will rise. What President Trump 

fails to realise is that his decision to scrap the Iranian nuclear deal and then put international 

firms under pressure to cut off  Iranian oil imports by early November, has become perhaps 

the biggest force at play in the oil price equation. A few countries will be granted more time 

to adjust than others, but a complete blockade is expected. This is already driving oil prices 

back up towards $80pb and may end up hurting the US economy.  

After a week of  edgy negotiations at its headquarters in Vienna, OPEC agreed on a deal to 

raise oil production by one million barrels per day (mbpd) – without saying how it would allo-

cate the increase amongst its 14 member countries. The deal effectively signals a return to 

compliance, as the cartel – and its allies – have been exceeding supply cuts agreed to in No-

vember 2016.  Markets were hardly surprised by the outcome of  the meeting, though the 

modest increase of  1mbpd, beginning next month, jolted markets enough to push the price 

of  Brent up sharply by 2.19% to $74.65pb. The meeting also consolidated the present OPEC 

power dynamic, in addition to which parties are the chief  beneficiaries of  the deal and who, 

going forward, has the most to lose. 

OPEC MEETING – WINNERS AND LOSERS 
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The run-up to the meeting was 

one of  the most contentious in 

recent years. With global crude 

oil stockpiles nearing the five-

year average oil storage levels 

of  the Organisation for Eco-

nomic Co-operation and De-

velopment (OECD) countries, 

the oil market is in a place it 

has not been in over four 

years. Any threats to output 

have a bigger effect on prices.   

Internal fractures within the 

cartel doused expectations of  a 

consensus to raise production. 

Russia and Saudi Arabia— the 

largest OPEC and non-OPEC 

crude producers — were both 

pushing for supply controls to 

be relaxed. Russia proposed an 

increase of  1.5mbpd to effec-

tively wipe out the existing 

supply cuts of  1.8mbpd. The 

Saudis were a bit more conser-

vative with their proposal for a 

500,000-600,000bpd hike. 

Both countries believe that oil 

prices would hit $100pb with-

out OPEC’s action and this 

would only incentivize US 

shale production and end up 

dragging down oil prices. 

OPEC members such as Iran, 

Iraq and Venezuela were firmly 

opposed to any relaxation of  

supply cuts, fearing a slump in 

prices. At the back of  their 

minds, OPEC also had the po-

tential impact of  an anticipated 

fall in Iranian oil exports as 

sanctions by the US begin to 

take effect.  

OPEC's alliance with Russia 

and nine other producers to 

curb oil output by 1.2mbpd in 

November 2016 has helped to 

clear a global supply overhang 

that weighed on prices for 

years and propped up oil 

prices. What has been most 

impactful is the strict adher-

ence of  OPEC members to 

the agreement which signals to 

the market that the cartel is 

willing to do everything possi-

ble to restore balance. OPEC 

is once again being viewed as a 

force to reckon with. Compli-

ance levels exceeded the stan-

dard 100% level, reaching 

162% in May as a result of  

output disruptions in Libya, 

Venezuela, Iran, and Nigeria. 

In addition, 7 out of  12-

member states had output cuts 

in excess of  the levels set by 

OPEC, further boosting the 

compliance rate to over 

1.9mbpd.  

Backdrop 
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Winners & Losers 

Saudi Arabia 

The deal, as it stands, speaks of  an increase in production but is silent on specific country quotas 

among the 14 members. Given the inability of  some members to sufficiently ramp up crude pro-

duction and produce at even their previous quotas, it leaves just a handful of  members like Saudi 

Arabia, the United Arab Emirates and Kuwait that have the ability to increase output with the task 

of  doing so. Saudi Arabia, OPEC’s de-facto leader and once the world’s swing producer, is likely to 

account for the lion’s share of  the production increase and claims to have 2mbpd of  spare produc-

tion capacity. However, it can only realistically add about 1mbpd without additional drilling. It will 

allow the country capture more market share at the expense of  Venezuela and Iran, in the run up 

to the Initial Public Offering of  the state oil company – Saudi ARAMCO. 

The US & Donald Trump 

What most would call political interference by the US, President Trump would probably refer to as 

21st century diplomacy at its most tacit and efficient form. In a barrage of  tweets over the last few 

months, Trump had been unrelenting in his accusations of  OPEC being responsible for the return 

of  oil prices, and in turn US gasoline prices, to multi-year highs through its policy of  limiting out-

put. Just as Trump wished, Saudi Arabia, in what appeared to be a switch in approach to oil pro-

duction, lobbied hard for OPEC to increase production1.  

If  the ban on Iranian oil imports is complied with, given current output disruptions in Nigeria and 

Libya, and US sanctions on Venezuela that have lowered oil exports, global spare capacity is likely 

shrink to nothing by the end of  2018. This is also coming at summer time when there is typically 

increased consumption – in the US and the Middle East. The US mid-term elections are a mere 

four months away, average gas prices – at $2.82 per gallon are gradually approaching the $3 per gal-

lon threshold. This is 16.5% higher than the 2017 average of  about $2.42 per gallon. Trump will 

need oil prices to fall to about $65pb for gasoline prices to return to their 2017 average.  

Losers 

Iran & Venezuela 

Both economies are facing sanctions from the US that affect their oil exports; both are facing losses 

in market share; both were initially resolute in their demand that OPEC not raise production and 

both have little to gain from a drop in oil prices.  

1https://www.cnbc.com/2018/06/19/opec-trumps-tweets-seemingly-switched-saudi-arabias-production-policy-rbcs-

helima-croft-says.html 

https://www.cnbc.com/united-arab-emirates/
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Venezuela is currently in the middle of  a drawn out economic crisis that has led to oil output falling 

by 500,000bpd below its OPEC quota. It has no spare capacity and has been very vocal in its objec-

tion to countries with additional capacity, like Saudi Arabia, filling its output gap. It believes its out-

put would recover in another three-four months, therefore it is unnecessary for another producer to 

step up in its stead. Iran’s output is expected to fall by at least a third by the end of  2018 as a result 

of  US sanctions. A loss in market share, amid a deal to balance the oil market in a bid to keep 

prices from rising too much, is a raw deal for both countries at this time.   

Outlook 

Oil markets are becoming increasingly politicized, and with Trump keen on lower prices, markets 

should brace themselves for increased volatility. OPEC’s renewed relevance is hinged somewhat on 

the co-operation of  Russia and nine other non-OPEC producers. This presents a need to make the 

alliance more formal and permanent – at least with Russia. The move would bring the two largest 

exporters of  crude oil – Saudi Arabia and Russia, accounting for 21mbpd – together under an alli-

ance different from OPEC. If  this were to become reality, they would wield much more influence 

on global oil prices and would become a rival to OPEC over time. 
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NIGERIA’S TRADE STATISTICS – OIL 

DEPENDENCE PERSISTS 

T he Central Bank recently released its Balance of  Payment (BOP) report 

for the first quarter of  2018. The statistics showed a significant improvement 

in the country’s foreign trade position as both the overall and other compo-

nents of  the BOP statistics recorded significant improvements. According to 

the report2, the balance of  payment surplus came in at $7.32bn, 18.47% 

above $6.18bn in the fourth quarter of  2017. This implies that the revenue 

receipts from the country’s exports surpassed import payments– this is posi-

tive for external reserves accretion and exchange rate stability. 

2CBN https://www.cbn.gov.ng/Out/2018/SD/BOP%Brief_2018Q1.pdf  

The current account balance which shows the net amount of  a country’s income, remained in a 

surplus position, increasing from $3.66bn in Q4’17 to $4,47bn in Q1’18. This was due to an in-

crease in the country’s export earnings as well as the net surplus in its current transfers. Export 

earnings grew by 10.2% to $14.39bn in the period under review, supported by an increase in both 

oil and non-oil revenue. In addition, the net Current transfers advanced by 9.9% to $6.43bn com-

pared to Q4’17.  

During the quarter, the earnings from crude oil and gas increased 10.2% to $13.43bn, owing to 

the spike in oil prices. The average oil price in Q1’18 was $67.23pb, 9.58% higher than the average 

of  $61.35pb in Q4’17. During the period, oil prices reached a peak of  $70pb supported by the 

high compliance level (152%) to the OPEC output cut deal and supply disruptions in Venezuela, 

Libya and Angola.  

Overview 

https://www.cbn.gov.ng/Out/2018/SD/BOP%25Brief_2018Q1.pdf
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The success of  the OPEC-Russia alliance led to 

a depletion in global oil inventories, and this 

bolstered oil prices. Exports are still dominated 

by oil (93.3% of  total); so negative shocks to 

global oil prices or disruptions to domestic pro-

duction would lead to major deterioration in the 

trade balance. The earnings from non-oil and 

electricity exports increased by 12.3% to 

$0.97bn. Also noteworthy is the fact that the 

payment for imports of  goods grew by 13.9% 

to $8.64bn, owing to the 99.5% increase in the 

import of  petroleum products. The spike in im-

portation of  petroleum products was in re-

sponse to the domestic fuel scarcity that was 

witnessed in late Q4’17 and early Q1’18. Mean-

while, the surplus in the goods account in-

creased to $5.75bn from $5.47bn in the preced-

ing quarter. 

The net out-payments for ser-

vices declined by 5.1% to a 

deficit of  $4.45bn compared to 

a deficit of  $4.69bn in Q4’17. 

However, this is a 201.2% in-

crease when compared to the 

deficit of  $1.48bn in Q1’17. 

Net income account deficit 

also soared to $3.27bn from 

$2.98bn in Q4’17. The capital 

and financial account balance 

indicated a net acquisition of  

financial assets of  $10.29bn 

from $3.86bn. While assets re-

corded a negative of  $22.88bn 

from $8.63bn in Q4’17, liabili-

ties increased to $12.59bn 

from $4.77bn. 

Direct investment inflow 

dipped by 15.7% to $0.81bn 

from $0.96bn in Q4’17, partly 

due to the economic and po-

litical uncertainties induced by 

the delay in the MPC meeting. 

Surprisingly, portfolio invest-

ment advanced by 35.77% to 

$5.14bn from $3.79bn. Other 

investment liabilities increased 

to $6.64bn compared to 

$0.24bn in the preceding quar-

ter.  

Nigeria’s exports are still dominated 

by oil (93.3% of total); so negative 

shocks to global oil prices  would lead 

to a major deterioration in the trade 

balance. 

3 

3CBN, FDC Think Tank  
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INVESTMENT IN HUMAN CAPITAL 

REMAINS KEY TO UNLOCKING  

NIGERIA’S ECONOMY 

Nigeria is the most populous 

country in Africa, and the 7th in 

the world, with approximately 

193 million4 people. With such 

a large population, the African 

economy should be resting on a 

gold mine of  human capital, 

viewed as a significant asset to a 

developing nation’s growth. 

However, this potential has re-

mained relatively untapped ow-

ing to a lack of  adequate invest-

ment and policy avoidance. 

Even the most recent federal 

economic plan, the Economic 

Recovery Growth Plan (ERGP) 

focuses solely on investment in 

physical infrastructure with lit-

tle attention on addressing the 

urgent needs of  the people 

(education, health, job, skills). 

For the country to fully enjoy 

the benefits that are associated 

with its high population, greater 

priority needs to be accorded to 

investment in human capital.  

The most notable examples of  

countries that have effectively 

leveraged human capital on the 

path to development are the 

Asian Tigers (Singapore, Tai-

wan, Hong-Kong and South 

Korea). Singapore, at independ-

ence, was a poverty-stricken 

country with rapid population 

growth and virtually no natural 

resources, aside from its deep 

sea port. However, with strong 

emphasis on developing human 

resources, and massive invest-

ment in human capital, the 

country has become one of  the 

most developed countries in 

Asia. The country was able to 

prioritize human capital in its 

strategic economic plans, and 

integrate the educational system 

properly to meet with industry 

standards. Also, proper atten-

tion was paid to curriculum de-

sign, integrating vocational and 

technical training into the for-

mal academic system.  

4National Bureau of statistics 
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The educational system was 

designed to be dynamic to ac-

commodate societal needs 

with high cohesion between 

policies and implementation. 

In 2017, the World Economic 

Forum’s Global Human Capi-

tal Index ranked Singapore, an 

economy with about 5.6 mil-

lion people, 11th out of  130 

countries while Nigeria, with a 

population of  about 193 mil-

lion, was ranked 114th. Nigeria 

was ranked 122nd and 124th re-

spectively in development and 

know-how sub-indices.5 

Indeed, the role played by hu-

man capital in the develop-

ment process of  a nation can-

not be overemphasized. It is 

especially critical in creating an 

enabling environment for job 

creation to combat brain drain. 

However, Nigeria is yet to in-

vest fully in developing a 

skilled labor pool with techni-

cal skills. 

 

 

Constraints to human 

capital development 

Despite Nigeria’s consistent 

population growth (2.5%)6, the 

economy is yet to unlock the 

full potential embedded in 

such a great asset. This is ow-

ing to a number of  factors. 

Human capital flight 

Human capital flight remains a 

major concern in developing 

nations, especially Nigeria. The 

number of  people leaving the 

country for greener pastures is 

on the rise. This is largely due 

to the poor state of  health, 

high level of  unemployment 

(18.8% in Q3’17) and rising 

poverty rate in the country 

(80% below the poverty line), 

not to mention insecurity.7 

While human capital flight 

comes with the benefit of  in-

creased remittances in the 

country (by 10% in 2017 to 

$22bn from $19.4bn in 2016), 

the rise in the number of  emi-

grants has reduced the number 

of  skilled workers in the coun-

try. This ultimately deprives 

Nigeria of  the even greater 

potential benefits if  the human 

capital were to remain. Fur-

thermore, the quality of  the 

Nigerian educational system 

deteriorates day by day. This 

coupled with the frequent 

strike actions has led to an in-

crease in the number of  peo-

ple who leave the country to 

acquire education outside the 

country. Unfortunately, a 

greater proportion of  these 

people fail to return to the 

country after the completion 

of  their studies. Additionally, a 

huge number of  experts in the 

formal sector leave the country 

in search of  better opportuni-

ties in more developed nations.  

5The Global Human Capital Report 2017, “preparing people for the future of work”. 

https://www.insidehighered.com/sites/default/server_files/files/WEF_Global_Human_Capital_Report_2017.pdf  
6EIU 
7National Bureau of statistics  
8World Bank. April 2018.  

http://www.worldbank.org/en/topic/migrationremittancesdiasporaissues/brief/migration-remittances-data  

8 

https://www.insidehighered.com/sites/default/server_files/files/WEF_Global_Human_Capital_Report_2017.pdf
http://www.worldbank.org/en/topic/migrationremittancesdiasporaissues/brief/migration-remittances-data
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Mismatch between formal education 

and industry requirements 

There is a huge divergence between what is 

taught in the Nigerian educational system 

and what is required in the corporate world. 

This is partly due to outdated curriculum 

and its lack of  responsiveness to Nigeria’s 

evolving economy. Curriculums are not usu-

ally updated to accommodate the dynamics 

of  the corporate environment. In addition, 

little attention is paid to vocational and 

technical training whereas most of  the jobs 

in the real sector require technical skills. 

Hence, the establishment of  more voca-

tional institutes will help to equip people 

with the requisite skills. The training will 

also improve the quality of  services, output 

and productivity, thereby contributing to the 

reduction in the unemployment rate, pov-

erty level, and crime rate in the country.  

9National Bureau of statistics 
10CBN http://www.cbn.gov.ng/FinInc/ 

Contraction of credit to the real sector 

According to the National Bureau of  Statistics 

(NBS), it was estimated that small and medium 

scale enterprises (SMEs) account for about 90% 

of  businesses, employ more than 30mn people, 

and contribute 50% to the GDP. However, the 

full potential of  this sector remains relatively un-

tapped owing to low access to financial resources 

(credit facilities). Credit to the private sector 

(CPS) has remained constrained owing to a grow-

ing level of  risk aversion by Nigerian banks. In 

April, CPS declined marginally by 0.18% to 

N22.25trn from N22.29trn in December 20179. 

Also, most SMEs operate in the informal sector, 

as they fear the administrative and financial bur-

den of  regularising their status. Also noteworthy 

is the fact that most SMEs do not possess the 

financial capacity to expand their businesses. This 

is despite the increase in financial inclusion rate 

to 60.3% in 2012 from 50% in 200810. 
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Efforts need to be geared to-

ward reducing brain drain in 

the country. To achieve this, 

the government needs to re-

vamp the real sector and inte-

grate the informal sector fully 

into the economy. Stringent 

policies that negatively impact 

efficient business administra-

tion in the formal sector and 

constrain further expansion 

of  economic activities should 

be revisited and improved 

upon. The Ease of  doing 

business ranking in Nigeria 

improved to 145th position in 

2017 from 169th position in 

2016. This was partly attribut-

able to the Presidential Ena-

bling Business Environment 

Council (PEBEC) initiatives 

introduced by the govern-

ment in order to make the 

country a more globally com-

petitive environment in at-

tracting both domestic and 

international investments. 

The way forward 

11Ministry of manpower http://stats.mom.gov.sg/Pages/Employment-Summary-Table.aspx  
12World Bank Group http://www.doingbusiness.org/data/exploreeconomies/nigeria. Accessed on June 26, 2018 
13World Bank Group http://www.doingbusiness.org/~/media/WBG/DoingBusiness/Documents/Annual-

Reports/English/DB17-Report.pdf.  Accessed on June 26, 2018 
14World Bank Group http://www.doingbusiness.org/~/media/WBG/DoingBusiness/Documents/Annual-

Reports/English/DB16-Full-Report.pdf. Accessed on June 26, 2018 

In addition, technical skill ac-

quisition programs need to be 

fully integrated into the cur-

riculum. This will help to de-

velop entrepreneurial capacity 

in graduates and help to reduce 

the unemployment rate. This is 

a major lesson that can be 

learned from Singapore. Its 

ability to integrate vocational 

and technical education in its 

curriculum helped to develop 

human capital which had an 

exponential impact on job crea-

tion, both through expedited 

job placement and encouraging 

the start up of  new businesses. 

Employment rate increased by 

24.3% to 3,669.4 in 2017 from 

2,952.4 in 2008.11 

Finally, there should be in-

creased access to financial re-

sources (credit facilities) at a 

very low cost in order to en-

hance productivity and 

strengthen the sector to create 

more jobs to absorb the unem-

ployed citizens.  

Although, lending rates have 

eased to an average of  21% 

pa from 25% pa, they are still 

at high levels.  

According to the World Bank 

Ease of  Doing Business Re-

port, Nigeria recorded a huge 

improvement on ease of  get-

ting credit. The country 

moved up to the 6th position 

in 201712 from 44th and 59th 

position in 201613 and 201514 

respectively. This will play a 

key role in reducing brain 

drain in the economy.  

Inadequate investment in hu-

man capital poses significant 

threats to economic develop-

ment. The constraints can be 

remedied by increasing credit 

to the private sector to sup-

port job creation, improved 

curriculum design to support 

skills alignment and develop-

ing incentive policies to keep 

Nigerian talent in Nigeria. 

http://stats.mom.gov.sg/Pages/Employment-Summary-Table.aspx
http://www.doingbusiness.org/data/exploreeconomies/nigeria
http://www.doingbusiness.org/~/media/WBG/DoingBusiness/Documents/Annual-Reports/English/DB17-Report.pdf.%20%20Accessed%20on%20June%2026
http://www.doingbusiness.org/~/media/WBG/DoingBusiness/Documents/Annual-Reports/English/DB17-Report.pdf.%20%20Accessed%20on%20June%2026
http://www.doingbusiness.org/~/media/WBG/DoingBusiness/Documents/Annual-Reports/English/DB16-Full-Report.pdf.%20Accessed%20on%20June%2026
http://www.doingbusiness.org/~/media/WBG/DoingBusiness/Documents/Annual-Reports/English/DB16-Full-Report.pdf.%20Accessed%20on%20June%2026
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BIG DATA: THE DANGERS OF DISRUPTION 

The world is currently in the center of  a technological revolution that is pro-

foundly transforming the way we interact – socially and economically; the 

internet continues to transcend barriers and create new realms of  physical 

space. At the very foundation of  this is our ever-increasing capacity to meas-

ure. Generalizations like “the standard of  living continues to fall” have been 

replaced with more precise statements like “the Misery Index rose to 

30.41%”. 

Technology means we are more connected than ever before through inter-

net-enabled devices that send and receive messages without us even knowing. 

Unmatched computational power has led to astonishing and unanticipated 

discoveries, innovation, and progress in our general quality of  life. The result 

is that the world is increasingly awash – almost overwhelmingly – with data, 

and this has the potential to change almost every aspect of  modern life. 

There are probably as many definitions of  the term “big data” as there are fields of  study. 

However, according to a report by the Executive Office of  the President of  the United 

States, “most definitions reflect the growing technological ability to capture, aggregate, and 

process an ever-greater volume, velocity and variety of  data”15. Big data is more important 

for what it does than what it is.  

What is big data? 

15Executive Office of the President, May 2014. “Big Data: Seizing Opportunities, Preserving Values,” The White 

House. http://images.politico.com/global/2014/05/01/big_data_privacy_report_may_1_2014.pdf , p.2  

http://images.politico.com/global/2014/05/01/big_data_privacy_report_may_1_2014.pdf
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Data is the new oil – a witty 

sound bite that tries to convey 

the idea of  how valuable data 

is in the modern world. Just 

like oil needs refining, data 

needs processing, before its 

true value can be unlocked.  

The similarities do not end 

there. Over the last century, 

the use of  oil has significantly 

contributed to global warm-

ing and climate change, two 

of  the biggest challenges fac-

ing us today. Big data is less 

likely to endanger life on our 

planet, but it is likely to have 

life changing effects on our 

legal, ethical and social 

norms, not to mention the 

way we view and value pri-

vacy and our personal data.  

Tracking and analyzing 

everything 

 

Big data may still be in its in-

fancy. Unparalleled computa-

tional power has led to unan-

ticipated discoveries, innova-

tion, and progress in the gen-

eral quality of  life. While col-

lating data about everything 

everyone does may seem 

harmless on the surface, it 

creates an asymmetry of  

power between those who 

hold the data and those who 

give it – knowingly or other-

wise. This raises several ques-

tions. It is one thing for com-

panies to track data on their 

stock price and product per-

formances – including their 

competitors. But are they also 

within their rights to track 

data on company employees, 

customers and their shopping 

habits? Is it permissible to 

pool data on their health 

status and information on 

family members? Where ex-

actly do you draw the line and 

who has access to all that 

data? Who does it belong to – 

the individual or the company 

collecting it? Are we being 

spied on by intelligence agen-

cies or anyone else? Where 

does national security end and 

privacy begin? These are 

questions that remain unan-

swered while the technology 

surges on. While privacy laws 

have, so far, failed to keep up 

with technology and the vari-

ety of  data that is being col-

lected, one thing is certain: 

the uses of  big data will have 

far reaching implications. 
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Cyber crime 

In terms of  impacting cyber 

crime, ever increasing honey 

pots of  data are becoming 

prime targets. Most hacker at-

tacks so far have been on the 

servers of  companies hosting 

clients’ private information. 

Most notable was Apple in 

2017 where the hackers de-

manded a ransom in bitcoin or 

they would remotely erase mil-

lions of  customers’ devices. As 

the world becomes increasingly 

reliant on interconnectivity and 

technology to run even the 

most basic of  tasks, we are be-

coming increasingly suscepti-

ble to cyber terrorist attacks. 

Business models will be al-

tered forever – “Uber in” 

or “Kodak out”. 

In the business world, a pri-

mary goal of  technological in-

novation in every industry is 

increased efficiency. Innova-

tion, driven by big data and 

analytics, is changing market 

norms and creating obsoles-

cence. For some businesses, 

the fundamental change pre-

sents a huge opportunity for 

substantial growth while, for 

others, who lack the will, fore-

sight or capacity to adapt, it 

will signal the end. The rise of  

one often means the demise of  

another – Netflix to the video 

rentals industry, the Smart-

phone to mp3 players, diaries, 

cameras and a host of  other 

things. These innovations have 

major economic implications 

on sectors, communities and 

countries in the form of  job 

losses, potentially increased 

crime rate and emigration.  

Big data is causing a shift to 

healthier and more energy effi-

cient lifestyles. For instance, 

data on the possible health im-

plications of  alcohol beverage 

consumption could prompt a 

shift to other products and 

have damaging consequences 

on the alcoholic beverage in-

dustry and the economies and 

jobs that it supports. Data that 

has established clear and un-

equivocal links between carbon 

emissions and global warming 

is causing countries to take ac-

tion to cut down the demand 

for carbon-based forms of  en-

ergy. In the long term, this will 

weigh on oil prices and ad-

versely affect the Nigerian 

economy – lower revenues, 

foreign exchange earnings and 

the devastating effect on the 

wider economy as seen during 

the economic recession of  

2016. Unemployment is now at 

an all time high of  18.8% and 

there is now a growing wave 

of  highly-skilled workers emi-

grating to first-word countries 

– especially Canada.  



 18 

 

There is also the lure of  getting engrossed in all the things that big data can tell you and poten-

tially ignoring the things that it cannot tell you. A February 4, 2015 article by CNN put it this 

way: “Many important questions are simply not amenable to quantitative analysis, and never will 

be. Where should my child go to college, or when? How should we punish criminals? Are charter 

schools a good idea? Should we fund the human genome project or basic science in general? 

Should we have preschools? Taking quantitative answers to these questions seriously not only 

risk getting the answer wrong but also shape the underlying reality in ways that are detrimental to 

our collective well-being16”. 

In summary, big data is potentially dangerous. Its use, and inevitable abuse, is set to define our 

future. New legal frameworks will be required to achieve greater accountability, transparency and 

perhaps even more control over “who is able to do what” with our data.  

Data compels us to make rational decisions, but in the wrong hands may have grave repercus-

sions. 

16https://edition.cnn.com/2015/02/02/opinion/kakaes-big-data/index.html 

https://edition.cnn.com/2015/02/02/opinion/kakaes-big-data/index.html
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Global Perspective: Culled from the Economist 

COULD A TRADE WAR 

DERAIL GLOBAL GROWTH? 

Rising tariffs are the worst of many threats to the 

world economy  

LOOK at the headlines, and you would struggle to believe that the global economy is in good 

health. President Donald Trump continues to fire off  volleys in his inchoate trade war, throwing 

financial markets into turmoil and drawing retaliation. The Federal Reserve is raising interest 

rates—an activity that usually ends in a recession in America. Tighter credit and a rising dollar are 

squeezing emerging markets, some of  which, such as Argentina, are under severe stress. 

Yet the world economy is thriving. Growth has slowed slightly since 2017, but still seems to be 

beating the languid pace set in the five years before that. America may even be speeding up, thanks 

to Mr Trump’s tax cuts and spending binge. A higher oil price, which in past economic cycles 

might have been a drag, is today spurring investment in the production of  American shale. Some 

forecasts have growth exceeding 4% in the second quarter of  2018. 

This sugar rush, however, brings dangers. The first is that it provides temporary political cover for 

Mr Trump’s recklessness. The second is that, if  America accelerates and the rest of  the world 

slows, widening differentials in interest rates would push up the dollar still more. That would 

worsen problems in emerging markets and further provoke Mr Trump by making it harder for 

him to achieve his goal of  balanced trade. 
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The trade war is the biggest threat to global growth (see article). On June 15th the White House 

confirmed that a 25% tariff  on up to $50bn of  Chinese imports would soon go into effect. Three 

days later, after China promised to retaliate, the president expanded, by as much as $400bn, the 

other goods America is threatening to tax. If  he follows through, nine-tenths of  roughly $500bn-

worth of  goods imported from China each year will face American levies. Meanwhile, the Euro-

pean Union is poised to impose retaliatory tariffs in response to America’s action against EU steel 

and aluminium. No wonder markets have caught the jitters.  

The president is unafraid of  escalating trade 

disputes because he believes he has a winning 

hand. America buys from China almost four 

times as much as it sells there, limiting China’s 

ability to match tariffs. The White House hopes 

this imbalance will lead China to yield to its de-

mands, some of  which (cutting the theft of  

American firms’ intellectual property) are more 

reasonable than others (shrinking the bilateral 

trade deficit). 

But Mr Trump overestimates his bargaining 

power. If  China runs out of  American goods to 

tax, it could raise existing tariffs higher. Or it 

could harass American firms operating in 

China. More important, the president’s mercan-

tilism blinds him to the damage he could inflict 

on America. He thinks it is better not to trade at 

all than to run a trade deficit. This folly also dic-

tates his tactics towards Canada, Mexico and the 

EU. Mr Trump could yet withdraw from the 

North American Free-Trade Agreement and 

slap tariffs on cars. 

 

I’ll see you and erase you 

https://www.economist.com/news/finance-and-economics/21744832-donald-trump-threatens-further-tariffs-chinese-imports-prospect
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The bigger issue is the vast disruption that would occur in the transition to more autarky. America’s economy is configured 

for designing iPhones, not assembling their components; the innards of its cars and planes cross national borders many 

times before the final product is ready. Faced with tariffs, firms have to redirect labour and capital to replace imports. 

 

Some analysts attribute Mr Trump’s presidency to the economic shock from trade with China after 2000. The turmoil 

caused by reversing globalisation would be just as bad. One estimate puts American job losses from a trade war at 

550,000. The hit to China would also be severe. Any adjustment would be prolonged by Mr Trump’s unpredictability. With-

out knowing whether tariffs might rise or fall, what company would think it wise to invest in a new supply chain? 

 

It is difficult to imagine such a realignment without a global recession. Tariffs temporarily push up inflation, making it 

harder for central banks to cushion the blow. The flight to safety accompanying any global downturn would keep the dollar 

strong, even as America’s fiscal stimulus peters out after 2019. 

So be wary. The trade war may yet be contained, to the benefit of the world economy. But America is the engine of global 

growth. In Mr Trump, a dangerous driver is at the wheel. 

The problem is not that Amer-

ica depends on trade. In fact, it 

is a big enough free-trade area 

for the eventual damage to 

GDP, even from a fully fledged 

trade war, to be limited to a 

few percentage points (smaller, 

specialised economies are 

more dependent on trade and 

would suffer a lot more). Such 

self-inflicted harm would im-

pose a pointless cost on the 

average American household 

of  perhaps thousands of  dol-

lars. That would be bad, but it 

would hardly be fatal. 

The bigger issue is the vast dis-

ruption that would occur in the 

transition to more autarky. 

America’s economy is config-

ured for designing iPhones, 

not assembling their compo-

nents; the innards of  its cars 

and planes cross national bor-

ders many times before the fi-

nal product is ready. Faced 

with tariffs, firms have to redi-

rect labour and capital to re-

place imports. 

Some analysts attribute Mr 

Trump’s presidency to the eco-

nomic shock from trade with 

China after 2000. The turmoil 

caused by reversing globalisa-

tion would be just as bad. One 

estimate puts American job 

losses from a trade war at 

550,000. The hit to China 

would also be severe. Any ad-

justment would be prolonged 

by Mr Trump’s unpredictabil-

ity. Without knowing whether 

tariffs might rise or fall, what 

company would think it wise 

to invest in a new supply 

chain? 

It is difficult to imagine such a 

realignment without a global 

recession. Tariffs temporarily 

push up inflation, making it 

harder for central banks to 

cushion the blow. The flight to 

safety accompanying any 

global downturn would keep 

the dollar strong, even as 

America’s fiscal stimulus peters 

out after 2019. 

So be wary. The trade war may 

yet be contained, to the benefit 

of  the world economy. But 

America is the engine of  global 

growth. In Mr Trump, a dan-

gerous driver is at the wheel. 
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MACROECONOMIC INDICATORS  

17FGN  

Average power output from the national grid 

was 3,607.40MWh/h within the period of  June 

1st – 15th. This is 5.89% lower than the average 

of  3,693.67MWh/h in the corresponding period 

in May. Average power was at its lowest YTD at 

2,572.43 MWh/h on June 9th. This was due to 

insufficient gas supply, distribution and trans-

mission constraints as well as inadequate water 

reserves. The total power constraint on that day 

was 3,181.10 MWh/h, while the sector lost an 

estimated N 1.53bn. Nigeria experienced a 

power grid collapse on June 15th and 16th, this was on the back of  a gas pipeline rupture which 

affected 6 power stations in the country. 

Outlook    

The power grid collapse resulted in a constraint of  3,020MWh/h on June 16th. We expect the 

impact of  the power grid collapse on June 15 and 16th to affect the average power output in the 

coming weeks. However, the raining season is expected to improve hydropower output and re-

tain the average power supply around the current level of  3,700-4,000MWh/h.  

POWER SECTOR  

 

17 

MONEY MARKET   

Average opening position for banks closed positive at N342.84bn between June 1-14th, compared 

to N188.53bn between 2nd - 15th May. The CBN issued less OMO bills in the first half  of  June at 

N968.74bn relative to N1.06trn in the corresponding period in May. However, OMO maturities 

were higher at N719.57bn, compared to N604.96bn in the first half  of  May. The net outflow in 

the review period in June was N249.17bn, compared to the net outflow of  N455.04bn recorded 

in May.  

In the primary market, the rates for all the tenors increased during the auction conducted on June 

13th. Whereas in the secondary market, both the 91 and 182-day tenors recorded a decline in 

yields, while the 364-dy T/bill rate increased.  
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Outlook 

We expect the newly signed 2018 budget to 

increase naira liquidity in the coming weeks, 

this will depress interest rates.  

Outlook    

The consistency of  the CBN interventions has kept the exchange rate relatively stable. We expect 

the naira to depreciate slightly on the commencement of  budgetary spending and speculative de-

mand from tourists. 

18 

19 

18NBS; FMDQ  
19FMDQ, CBN, FDC Think Tank  

Tenor Primary mar-
ket (May 30th,    
2018)    (%) 

Primary market 
(June 13th, 2018) 
(%) 

Secondary market 
(June 1st, 2018) 
(%) 

Secondary mar-
ket (June 14th, 
2018) (%) 

91-day 10 10.20 11.79 10.9 

182-day 10.3 10.50 11.67 11.17 

364-day 11 11.50 12.62 12.64 

Average NIBOR (OBB, O/N) was 7.06% pa within the review period, compared to 29.13% pa in 

the corresponding period in May. The decrease in short-term rates was due to increased market 

liquidity following FAAC disbursements, OMO and bond maturities.  

The average lending rate is currently around 21% pa from 23% pa in May.  

FOREX MARKET   

Exchange Rate   

At the parallel market, the naira started the 

month at N363/$, appreciated to a 2 year high 

of  N361/$ on June 6th before depreciating 

against the dollar to N362/$ on June 14th. At 

the interbank foreign exchange market the 

naira appreciated by 0.05% to close at 

N305.85/$ while the IEFX rate depreciated by 

0.03% to close at N361.07/$. Total forex 

traded at the IEFX window was $2.29bn, com-

pared to $2.38bn in the corresponding period 

in May. During the review period, the CBN 

sold $1.39bn. 
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EXTERNAL RESERVES    

After 3 days of  decline in June, the gross exter-

nal reserves increased by 0.06% to $47.63bn on 

June 13th. This is despite the CBN’s interven-

tion of  $1.39bn in the review period. The ac-

cretion in external reserves has increased the 

import cover from 13.22 months to 13.23 

months within the period. 

21 

Outlook 

We expect the CBN to continue its interventions. This will have an impact on the pace of  the ac-

cretion of  the external reserves. 

During the period, oil prices recorded a choppy 

movement. The commodity decreased to its lowest 

since May 2nd to close at $73.34pb on June 15th, 

4.36% lower compared to $76.79pb on June 1st. 

Crude oil prices declined as the U.S - China trade 

tensions intensified on June 15th. However, the av-

erage price for the period was $75.91pb, compared 

to $75.86pb in the corresponding period in May.  

Oil Prices   

COMMODITIES MARKET - EXPORTS   

Outlook 

We expect oil prices to remain above $70pb in the coming weeks. The Organization of  the Petro-

leum Exporting Countries’ (OPEC) decision to increase output by 1 million barrel per day is ex-

pected to provide Nigeria with the leeway to increase production provided there are no disrup-

tions. However, a potential increase in Nigeria’s oil production is likely to offset the marginal de-

cline in oil prices in the near term.  
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Outlook 

According to Reuters, Nigeria's oil exports are ex-

pected to fall in July to about 1.43 million barrels 

per day (bpd), the lowest level in 2018. This is be-

cause of  the force majeure on the Bonny Light 

pipeline that has a capacity of  about 195,000 bpd. 

In addition, Nigeria’s oil export plans show a dis-

parity in pipeline loading amongst pipelines.  

22OPEC 
23Bloomberg 

The price of  natural gas increased by 2.03%, 

to close at $3.02/MMBtu on June 15th, from 

$2.96/MMBtu. The increase in prices of  the 

commodity was partly due to the warmer 

than expected weather in the United States 

and the pipeline explosion that resulted in a 

force majeure at Harvey County, Kansas, U.S. 

Natural Gas   

22 

23 

According to OPEC’s monthly oil report, Nigeria’s domestic oil production declined by 2.84% to 

1.71mbpd in May, from 1.76mbpd in April. The decrease in oil production was partly driven by 

the force majeure on exports of  Bonny light oil terminal and the one-week closure of  the trans 

forcados oil terminal that carries about 240,000 barrels per day. Nigeria’s oil rig count increased to 

14 in May from 13 in April. 

Oil Production 

Outlook 

Natural Gas prices are expected to remain around current levels between $2.85/MMBtu – $3.00/

MMBtu in the coming weeks, ensuing from the forecast of  a warmer than expected weather in 

the U.S and an increase in global demand. 
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Wheat  

Wheat prices decreased by 1.72% to $5.14/bushel on 

June 15, from $5.23/bushel on June 1. The decrease 

in price was driven by the warm U.S. weather.  

Corn  

Corn prices dipped by 5.36% to $3.71/bushel from 

$3.92/bushel. This was driven primarily by the 

trade tensions between the U.S. and China.  

Grains- Outlook 

We expect grain prices to trend down-

wards in the near term due to warmer 

weather conditions in the U.S.  

Sugar prices decreased by 1.36% to $0.1235/pound 

on June 15, from $0.1252/pound, on the back of  

ample global supply.  

Outlook 

The price of  sugar is expected to remain at cur-

rent levels on signs of  lower consumer demand.  

 IMPORTS   

24Bloomberg 
25Bloomberg 
26Bloomberg 

Cocoa prices increased by 2.48% to $2,519/MT on June 15, 

from $2,458/MT on June 1. The increase in price was driven 

by tightening supply in Ivory Coast and strong global demand.  

25 

26 

24 

Cocoa 

Outlook 

The bullish trend in cocoa prices is expected to be sustained 

in the coming weeks driven by declining global production 

and higher demand. Prices are thus expected to remain 

around $2,400-2,600/MT. 

Sugar 
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STOCK MARKET UPDATE  

The Nigerian equities market 

started the month of  June with 

a 3.38% crash on the first trad-

ing day. However, gains on 

subsequent days offset this 

loss, with the exchange wit-

nessing an overall positive per-

formance in the first half  of  

the month. The NSE-All Share 

Index (NSE ASI) gained 

2.16% to close at 

38,928.47points on June 14 

from the 31st of  May’s close as 

portfolio investors took posi-

tions in growth stocks. The 

YTD return on the index 

stood at 1.79%.  

The market gained 2.17% 

(N300bn) as the market capi-

talization closed the period at 

N14.10trn. The stock market is 

currently trading at a price to 

earnings (P/E) ratio of  11.00x 

(June 14th), a 1.01% increase 

compared to its close of  

10.89x as at 31st of  May, 2018. 

During the review period, the 

NSE recorded 6 days of  gains 

and 4 days of  losses. 

The market breadth was also 

positive at 1.57x, as the num-

ber of  gainers (55) outpaced 

the number of  losers (35), 

while 79 stocks remained un-

changed.  

The bourse witnessed more trading activities in the first half  of  June. Average volume 

increased by 38.41% to 400mn units compared to 289mn units recorded in the first half  

of  May. Average value of  transactions moved in tandem as it rose 17.11% to N5.68bn in 

the review period. 
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Sector Performance 

In the review period, all the NSE sub-indices 

closed positive with the industrial sector per-

forming best. The sector gained 5.11%. The up-

tick in performance was driven primarily by the 

gains recorded by largely capitalized stocks such 

as Lafarge Africa Plc (12%) and Cement Co. of  

Northern Nig. Plc (3%).  

5.11%

3.55%

2.82%

1.96%

1.85%

1.00

Industrial

Banking

NSE 30

Consumer Goods

Insurance

Oil & Gas

Sectoral Performace

The best performing stocks were JAPAUL OIL & MARITIME SERVICES PLC (81%), PRES-

TIGE ASSURANCE CO. PLC (33%), C&I LEASING PLC (30%), NASCON ALLIED IN-

DUSTRIES PLC (26%) and EQUITY ASSURANCE PLC (20%). 

TOP 5 GAINERS (N)         

Company May 31'18 Jun 14'18 % Change Absolute Change 

JAPAUL OIL & MARITIME SERVICES PLC 0.21 0.38 81 0.17 

PRESTIGE ASSURANCE CO. PLC. 0.48 0.64 33 0.16 

C & I LEASING PLC. 1.33 1.73 30 0.4 

NASCON ALLIED INDUSTRIES PLC 19.00 23.95 26 4.95 

EQUITY ASSURANCE PLC. 0.20 0.24 20 0.04 

The least performing stocks were MUTUAL BENEFITS ASSURANCE PLC (-16%), LAW UN-

ION AND ROCK INSURANCE PLC (-13%), CONSOLIDATED HALLMARK INSURANCE 

PLC (-12%), NEIMETH INTERNATIONAL PHARMACEUTICALS PLC (-9%) and B.O.C. 

GASES PLC (-9%). 

28 

TOP 5 LOSERS (N)         

Company May 31'18 Jun 14'18 % Change Absolute Change 

MUTUAL BENEFITS ASSURANCE PLC. 0.37 0.31 -16 -0.06 

LAW UNION AND ROCK INS. PLC. 0.94 0.82 -13 -0.12 

CONSOLIDATED HALLMARK INSURANCE PLC 0.33 0.29 -12 -0.04 

NEIMETH INTERNATIONAL PHARMACEUTICALS 

PLC 

0.66 0.60 -9 -0.06 

B.O.C. GASES PLC. 4.63 4.21 -9 -0.42 

OUTLOOK 

The NSE’s year to date performance returned into the positive territory in the first half  of  June, 

from -0.36% as at May 31 partly due to investors bargain hunting on growth stocks. Meanwhile, 

we expect the exchange to record some volatility in the second half. Portfolio investors are likely 

to square their positions as we approach the end of  Q2’18 and H1’18.  

28NSE, FDC Think Tank  
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ANALYST’S NOTE 

Analyst 

Recommendation: Hold  

                

Market Capitalization: 

N62.75bn  

 

Recommendation 

Period: 365 Days 

 

Current Price: N175.00  

 

Industry: Petroleum 

Products Marketing  

  

Target Price: N168.50  

EQUITY REPORT -  11 PLC 

The Nigerian oil and gas industry has been vibrant since the 

discovery of  crude oil in 1956 by Shell-BP. In 2008, the de-

cline in oil prices was driven mainly by thinning demand. 

Since H2’14, global oil prices have fallen significantly due to 

excess crude supply. The advancement in shale oil production 

techniques in the US, the strengthening of  the US dollar and 

the inability of  the Organization of  the Petroleum Exporting 

Countries (OPEC) to agree on a production cut were factors 

leading to the supply increase and the resulting decline in oil 

prices. 

The fall in global oil prices led to a demand pressure in the 

Nigerian foreign exchange (forex) market which adversely af-

fected the earnings of  petroleum industry operators. Further-

more, the currency movements in Nigeria and high inflation-

ary environment were of  no benefit to the petroleum market-

ers as they resulted in higher financing costs and increased lo-

gistic bottlenecks. The need for a deeper collaboration be-

tween OPEC and non-OPEC members became necessary. An 

agreement between OPEC and its allies yielded a total pro-

duction cut by 1.8million barrels per day (mbpd) and an ex-

tension of  the output deal through 2018. This impacted the 

oil market positively as prices increased, volatility reduced, and 

net futures’ and options’ long positions rose. 
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11 Plc posted revenue of  N45.08bn in Q1’18 representing a 79.1% increase compared to 

N25.17bn in Q1’17. The rise was driven primarily by strong sales despite shortages in petroleum 

products in January. 

Circa 79% revenue growth 

11 Plc remained resilient in a weak macro-

environment where gross domestic product 

(GDP) slowed to 1.95% in Q1’18. The company 

recorded a 79% surge in year-on-year (YOY) 

revenue in Q1’18. In addition, the company saw 

its bottom-line earnings surge by a whopping 

21,005.6% to N2.76bn in Q1’18. Taking into ac-

count its diversified business segments, growth 

strategy, and relative valuation, 11 Plc’s current 

price is hovering around its intrinsic valuation. 

Accordingly, we place a HOLD rating on 11 Plc. 

11 Plc recorded a 25.61% increase in its total operating costs to N3.19bn in Q1’18 from 

N2.54bn posted in Q1’17. The increase in cost was offset by a 79% growth in sales and 28% 

growth in other income to N2.08bn in Q1’18 from N1.62bn in Q1’17. The company saw its 

profit before tax surge by 9,307.5% to N4.08bn in Q1’18 from N43mn in Q1’17. Profit after tax 

surged by 21,005.6% to N2.76bn from N13.06mn recorded in Q1’17. 

Rising operating costs not enough to offset margins 

11 Plc reported earnings per share (EPS) of  N7.64 in Q1’18 compared to N0.04 posted in 

Q1’17. This represents a 19,000% increase. 

Earnings per share surges 
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Nigeria remains the 

largest oil and gas 

producer in Africa 

contributing 9.61% 

to GDP in Q1’18. 

The oil and gas sec-

tor has continued to 

grow since the coun-

try recovered from a 

recession in Q2’17, 

recording a 14.77% 

growth in Q1’18.  

Exploration for oil 

and gas in Nigeria 

dates back to 1908, 

with the first com-

mercial discovery 

made in the Niger 

Delta by Shell-BP in 

1956.29 The industry 

was largely domi-

nated by multina-

tionals until Nigerian 

companies began to 

make a foray into the 

industry in the early 

1990s. Nigeria’s oil 

production was 

boosted by the im-

plementation of  the 

Nigerian Content 

Directives, issued by 

the Nigerian Na-

tional Petroleum 

Corporation 

(NNPC) in 2004, 

and the promulga-

tion of  the Nigerian 

Oil and Gas Industry 

Content (NOGIC) 

Development Act in 

2010. The NNPC, 

through its subsidi-

ary, Petroleum Prod-

uct Marketing Com-

pany (PPMC) sup-

plies petroleum 

products in Nigeria 

to the oil marketers 

through a pipeline 

system that links the 

refineries to regional 

storage/sale depots. 

The Nigerian oil and 

gas sector is catego-

rized into the up-

stream, downstream 

and services sector. 

The downstream 

sector, in which 11 

Plc operates, deals 

mainly with the dis-

tribution and mar-

keting of  refined pe-

troleum products 

from the refineries 

through channels 

such as pipelines, 

road trucks, etc to 

storage and sales de-

pots. 

11 Plc dates back to 

1907 when Socony 

Vacuum Oil Com-

pany started its op-

erations in Nigeria 

through the sale of  

Sunflower Kerosene. 

It became a limited 

liability company 

with a change in 

name to Mobil Oil 

Nigeria Ltd in 1951. 

Mobil Oil was con-

verted into a public 

limited company af-

ter 27 years in opera-

tion to Mobil Oil 

Plc. NIPCO Invest-

ments Company ac-

quired a majority in-

terest (60%) in 2016 

and in May 2017, 

Mobil Oil was re-

branded as 11 Plc at 

its annual general 

meeting. NIPCO In-

vestments Company 

is currently the main 

shareholder (74.18%) 

of  11 Plc. 

11 Plc is one of  the 

major refined petro-

leum products mar-

keters in Nigeria. 

The company has a 

strong presence with 

over 250 retail out-

lets located in all 36 

states including the 

Federal Capital Terri-

tory. It operates 

mainly in the market-

ing of  petroleum 

products and the 

manufacturing of  

automotive/

industrial lubricants 

and petroleum jelly. 

Each business opera-

tion offers different 

products. Table 1 be-

low shows an over-

view of  the com-

pany’s business seg-

ments. 

INDUSTRY AND COMPANY OVERVIEW 

29Overview Of The Oil And Gas Industry  
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S/
N 

Business Segment Overview 

1. Fuels ▪Sells petroleum products such as Premium Motor 

Spirit, automotive gas oil, household kerosene, and Liq-

uefied Petroleum Gas (LPG) to retail and industrial 

customers 

▪250 retail stations in Nigeria 

▪Fuels can be picked up by commercial customers or 

delivered directly to their storage facilities 

2. Lubricants ▪ Manufactures and sells automotive, industrial, heavy 

duty oil, marine and aviation lubricants and grease 

▪Company has an ultra modern lube oil plant in Apapa 

Lagos with a capacity of  450,000 barrels per annum 

▪Key product brands include Mobil 1, Mobil SPL and 

Mobil Sup 1000 X1 

Table 1: List of  11 Plc’s Business Segments 

11 Plc’s financial results reflect its growth performance. The company experienced an overall 

revenue growth of  circa 33% for FY’17. A snapshot of  11 Plc’s latest annual financials is shown 

below. 



 35 

 

3011 Plc Annual Reports  

30 

Other leading players in the downstream segment are mainly multinational oil firms and some in-

digenous oil enterprises. These include Total Nigeria Plc, Conoil, MRS Oil, Forte Oil and Oando. 

Despite the high competition in the oil sector, Total Nigeria Plc remains the dominant player as it 

has continued to show solid performance. 
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Mr. Adetunji Oyebanji  

Managing Director/Chief  Executive Officer (CEO) 

Mr. Ramesh Kansagrais  

Chairman of  the Board of  Directors 

MANAGEMENT 
Experienced management determined to explore growth opportunities 

11 Plc’s management aspires to improve its margin and market share in the industry by deepen-

ing its investments in LPG. The team aims to provide consumers with a steady supply of  LPG, 

recently opening 14 new operational sites in Lagos state. 11 Plc plans to cover all retail outlets in 

Lagos state before expanding to other states in the country. This move is in line with the Federal 

Government’s initiative to grow local consumption of  LPG to reduce environmental pollution. 

11 Plc plans to leverage its parent company, NIPCO, in executing its strategy. NIPCO has a 

strong presence in Nigeria’s LPG market as it has extensive assets and infrastructure within vari-

ous value chains - 42 LPG delivery trucks with a capacity of  3-25 tonnes per delivery and a 

10,500MT storage capacity in Apapa, Lagos- alongside a technical supply agreement with the 

largest producers of  gas in Nigeria, Nigeria Liquefied Natural Gas, to ensure a steady supply. 

11 Plc’s management team has a wide range of  experience in the oil and gas industry. Mr. Ade-

tunji Oyebanji is the Managing Director/Chief  Executive Officer (CEO). He joined Mobil Oil 

Sales team in December 1980 and has since held several positions in the company including 

Branch Manager North, Branch Manager West and Manager Fuels Services. Furthermore, he has 

held several offshore positions such as Executive Director Mobil Ethiopia and Cameroun, and 

Manager Industrial and Wholesale Fuels (Africa/Middle East). He holds a BSc Honors degree in 

Economics from the University of  Lagos and an MBA in Marketing from City University, Lon-

don, United Kingdom. He is also an alumnus of  the Lagos Business School Senior Management 

Program. 

Mr. Ramesh Kansagrais the Chairman of  the Board of  Directors. He is currently the Managing 

Director of  Solai Holdings Limited (SHL) with over 30 years of  experience of  managing the 

group. SHL is involved in oil trading, raw materials for the ceramic, agriculture and food proc-

essing industries with investments in Africa and the UK. 
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 Extensive and robust distribution channels, 

which can be strengthened through retail net-

work optimization and strategic expansion 

 Diversified revenue base enhances its sustain-

ability and flexibility 

 Investment in LPG will provide opportunities 

for further revenue growth 

 Qualified, talented and experienced manage-

ment team 

The major risks that could impede 11 Plc from achieving its goals of  boosting earnings and increas-

ing sales include persistent macroeconomic challenges and risks such as credit risk, liquidity risk and 

market risk (foreign exchange risk, price risk and interest rate risk). Furthermore, security challenges 

and industrial actions in the country could impede growth. The company’s directors are responsible 

for reviewing and agreeing on policies that will manage risks. 

Market risk is a major risk that the company faces. 11 Plc is exposed to changes in market prices of  

petroleum products, interest rates, currency volatility and foreign exchange rates. The company is 

exposed to forex risks as a significant portion of  its purchases and sales are made in foreign cur-

rency, especially, USD, euro and GBP. It currently does not hedge against its foreign exchange expo-

sure, however, it recovers currency effects through product pricing when appropriate.  

 

THE BEARS SAY  THE BULLS SAY 

 Intense competition from other repu-

table downstream brands such as Total, 

Forte Oil and Oando 

 Volatility in the price of  petroleum 

products could threaten earnings 

growth 

 Delay in receiving subsidy payments 

can result in a reduction in petroleum 

products importation 

 Industrial strikes by downstream work-

ers could affect the company’s sales 

Risks and Outlook  

Great prospects with risks beyond its control  
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APPENDIX - Valuation  

We derived our valuation for 11 Plc by using the Discounted Cash Flow (DCF) methodology. Our 

fair value estimate for 11 Plc stood at N168.5, which is a 0.88% downside on its current share 

price of  N175.00 as at June13, 2018. The discount rate [weighted average cost of  capital (WACC)] 

of  15.90% is derived using a 14.79% risk free rate, a beta of  0.2486, an after-tax cost of  debt of  

9.10%, and a market risk premium of  6.3%. The calculated long-term cash flow growth rate to 

perpetuity is 5%. 
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This document is issued by Financial Derivatives Company. It is for information purposes only. It does not constitute any offer, recommendation or 

solicitation to any person to enter into any transaction or adopt any hedging, trading or investment strategy, nor does it constitute any prediction of 

likely future movements in rates or prices or any representation that any such future movements will not exceed those shown in any illustration. All 

rates and figures  appearing are for illustrative purposes. You are advised to make your own independent judgment with respect to any matter con-

tained herein.  

© 2018. “This publication is for private circulation only.   Any other use or publication without the prior express consent of Financial Derivatives 

The company is exposed to price risk on the sale of  non-regulated fuel products and lubricants 

and it manages its exposure by forecasting demands and monitoring developments in the global 

market. 11 Plc borrows long-term funds from banks at rates subject to movements in the money 

market and thus exposed to interest rate risks. The company does not manage its exposure to in-

terest rate risks as its maximum exposure is deemed negligible. 

Liquidity is managed by maintaining adequate reserves and prudent working capital management 

alongside sufficient debt funding sources and committed borrowing facilities to meet business re-

quirements. 

The risks facing 11 Plc could limit the achievement of  its objectives. Although its talented and ex-

perienced management team has put structures in place to ensure growth in sales, market share 

and cost efficiency, the macroeconomic challenges facing the company are beyond its control. 

The intensity of  these risks may be too much for the management to handle. 


