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CBN regulatory overdrive – intended 
and unintended consequences  

D ata from the Central Bank of  Nigeria (CBN) shows that annual growth in credit to the pri-

vate sector increased by 11.5% year on year in October – the second fastest rate of  increase since 

June 2017. This is after an average growth of  1.9% in 2018 and a contraction over much of  2017. 

Credit to the private sector has achieved double-digit growth since April.  

This can be linked to the 50-bps cut in the Monetary Policy Rate (MPR) in March. However, it al-

so suggests that the CBN’s use of  aggressive moral suasion to stimulate lending is yielding posi-

tive results. The new Loan to Deposit Ratio of  60% has forced down lending rates and given 

credit growth some much needed momentum. The CBN has further increased the LDR to 65% 

and extended the deadline to December 31st. We expect this to further boost credit to the real 

sectors of  the economy including agriculture and manufacturing.  

The CBN is clearly prioritizing GDP growth even if  it is well aware of  the possible erosion of  as-

set quality and the consequences on the health of  the banking sector. Inflation at 11.61% is well 

above the CBN’s upper ceiling of  9% meaning that there is little room for an interest rate cut. 

The CBN, in recognition of  this, continues to employ unorthodox monetary tools in its attempt 

to force lending rates down. Through new guidelines in the money market, the CBN has prohibit-

ed Nigerian corporate and retail investors from purchasing Open Market Operations (OMO) bills 

at both the primary and secondary markets. The guideline is aimed at diverting more liquidity into 

bank deposits. This will lower the LDR and trigger faster credit expansion as banks scramble to 

meet the minimum 65% threshold. On the other hand, it could push down yields on T/bills and 

encourage banks to increase lending to the private sector. The rationale is to curb regulatory arbi-

trage as banks were reportedly exploiting the MPR’s +200bps/-500bps asymmetric window. This 

has resulted in sharply lower interest rates as average T/Bills coupon rates for 90-days have fallen 

from 10.9% to 7.9%p.a.  
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Typically, when interest rates are low, investors resort to equities and forex. Nonetheless, a pro-

posed budget deficit of  N2.17trn for 2020 – 13.3% higher than 2019 means that there will be 

plenty of  T/Bills to buy for banks who attain the 65% threshold and prefer the guarantee of  a 

government security.  

Outlook 

Having achieved the twin objective of  lower interest rates and increased credit to the private sec-

tor, the CBN is now in a position to maintain status quo on the MPR without any consequences. 

It is our view that the MPC will assess the impact of  this policy on credit to the real sector before 

any adjustment in its policy stance. It will also carefully consider the steady depletion of  external 

reserves and the possibility of  Q3’19 GDP numbers being weaker than expected. Substantial 

growth in lending to the private sector is unlikely until monetary policy can be loosened.  
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Inflation up again, MPC in a 
tight corner  

A s widely anticipated, headline inflation increased for the second straight month to 

11.61% in October. This represents a 0.37% rise from 11.24% in September. Beyond the rising 

inflation trend, a major cause of  concern is the magnitude of  this increase. The spike in inflation 

can be largely attributed to supply shortages arising from the closure of  the land borders. Food 

and imported food inflation rose to 14.09% and 15.94% respectively. All inflation sub-indices, ex-

cept for core inflation increased.  

Data Breakdown 

Monthly inflation up marginally to 1.07% 

The month-on-month inflation, a more relevant measure of  prices, increased by 0.03% to 1.07% 

(13.69% annualized) in October. This reflects the impact of  border closures on prices.  

Food inflation spiked by 0.58% to 14.09% 

Food inflation, the major driver of  the price level in Nigeria, increased in October. On an annual 

basis, the index spiked by 0.58% but increased marginally by 0.03% to 1.33% compared to the 

previous month. This confirms the view that the food basket is a key determinant of  the inflation 

trend. The food items that recorded price increases were: Meat, Oils and fats, Bread and cereals, 

Potatoes, Yam and other tubers, Fish and Vegetables. 
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Core inflation down to 8.88% 

The year-on-year core index declined to 8.88% in October from 8.94% in September. On a 

monthly basis, it fell to 0.74% from 0.89% in September. This could be partly attributed to the 

partial closure of  the Nigerian border, which curtailed smuggling of  petrol products and reduced 

pressure on prices. The index also benefited from the CBN’s sustained intervention in the forex 

market, which helped to maintain currency stability. The naira appreciated to N359/$ at the paral-

lel market.   

The items that recorded the highest price increases include, Cleaning, Repair and hire of  clothing, 

Hospital services, Major household appliances, Repair of  household appliance, Glassware, table-

ware and household utensils, and garments. 

Core inflation is 1.12% below the 364-day primary market T/bills rate of  10.00%. This is indica-

tive of  a positive rate of  return on investment. 

Rural and Urban inflation were up  

The year-on-year rural and urban inflation rates increased by 0.3% and 0.42% to 11.07% and 

12.20% respectively in October. On a monthly basis, both indices increased marginally by 0.03% 

and 0.02% to 0.99% and 1.15% respectively.  

State-by-state analysis – Bayelsa now the best performing state 

Bayelsa state is now the state with the lowest inflation rate (9.07%), followed by Katsina (9.29%) 

and Kwara (9.69%). The states with the highest inflation rates are mainly in the North West  – 

Kebbi (15.2%), Bauchi (13.97%) and Ondo (13.74%).  
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Outlook  

We expect commodity prices to increase in the coming months due to increased demand resulting 

from Christmas festivities. The increase in price could be further exacerbated by the impact of   

border closures. This will be a key consideration at the next MPC meeting next week. While, this 

could prompt the committee to vote in favour of  tightening rates, tepid GDP growth is likely to 

compel it to maintain status quo. 
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As a global glut looms, 
OPEC, over to you C oncerns about a global recession 

may have all but faded, but the oil mar-

kets are still bogged down by fears of  

slowing demand growth. The United 

States and China – the two biggest 

economies in the world – have been in-

volved in a 16-month long trade dispute. 

This has weighed heavily on the forecast 

for global growth and, in turn, global oil 

demand growth while fueling concerns 

that an oil supply glut is imminent come 

2020. 

A trade deal is currently in the works. 

However, optimism has been difficult to 

find given the back and forth between 

officials of  both countries as to whether 

an agreement had been reached to roll 

back tariffs.  

Nonetheless, fears of  increasing crude supplies are hanging over the market and have put a cap on 

prices. This is hardly pleasant news for the Organization of  the Petroleum Exporting Countries 

(OPEC) which has joined forces with Russia and other oil producers (OPEC+) in an attempt to 

bring balance to global oil markets by limiting production. The cartel is now expecting demand 

for its oil to fall in 2020 and this has set the tone for its next meeting on December 5-6th in Vien-

na where it will deliberate over its current and future output policy. The existing production deal, 

in which they agreed on output cuts totaling 1.2 million barrels per day, expires in March 2020. 
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Resilient Non-OPEC output – US Shale 

Ahead of  the meeting, the International Ener-

gy Agency (IEA) has noted that OPEC faces a 

“major challenge” next year as increasing pro-

duction from rivals dampens demand for 

OPEC’s crude. The IEA estimates that the 

world will require even less of  OPEC produc-

tion in the coming months: 28.2mbpd against 

a projected output of  30.2mbpd in the fourth 

quarter. Much of  this is down to non-OPEC 

output rising to 2.3mbpd in 2020 from 

1.8mbpd this year – taking non-OPEC supply 

to 67.1mbpd in 2020.  

The IEA forecasts a marginal rise in oil demand by 0.2mbpd to 1.4mbpd in 2020. However, US 

shale production is on the rise2 and is projected to exceed additional demand in both 2019 and 

2020 while the IEA expects “significant contributions” from Brazil, Guyana and Norway. OPEC 

is seemingly caught in a loop; one where it cuts output to prop up prices but loses market share to 

higher-cost US shale producers. These producers are also not constrained by any agreements to 

curb output.  

2https://www.reuters.com/article/usa-oil-productivity/update-2-us-shale-oil-output-to-rise-to-record-877-mln-bpd-in-september-eia-idUSL2N25814O  

All Eyes on OPEC 

OPEC+ will need to take action. Rather than deeper cuts, OPEC will enforce strict compliance to 

assigned quotas for erring member countries. The Saudi’s have, in recent past, gone beyond the 

call of  the quota and cut output beyond what was required. The initial public offering of  their 

state oil company – Saudi ARAMCO – is another reason why they have every incentive to go the 

extra mile and support oil prices. 

The whole idea of  OPEC+ is to use the strength in numbers to rebalance the oil markets and 

keep global oil supply in check. In recent past, OPEC tried to contend with US shale output via 

an all-out battle for market share – and failed. It is now trying an inverse strategy yet this has 

failed to balance the market so far.  
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What would this mean for Nigeria? 

Nigeria’s 2020 budget is benchmarked on an oil price of  $57pb and oil production of  2.13mbpd. 

An oil glut is likely to depress prices and keep them below $60pb for a sustained period, leading to 

reduced revenue and foreign exchange earnings. The glut could also trigger further action by 

OPEC+ and lead to a reduction of  Nigeria’s current quota of  1.695mbpd or at least force Nigeria 

to adhere to its current quota. Nigeria is more sensitive to changes in oil production than to 

changes in prices. The shortfall in revenue and forex earnings will be significant to trigger fiscal 

and monetary adjustments. Nigeria will increase its borrowings to bridge the fiscal gap. It is likely 

to issue Eurobonds as they are less expensive than domestic debt. The monetary authorities will 

let reserves bleed at the expense of  keeping the exchange rate stable. However, foreign portfolio 

investors will flee, putting increased pressure on the currency. Persistent naira pressure may even-

tually lead to a depreciation of  the naira towards N365-370/$. The CBN is likely to tighten its 

monetary policy stance by raising interest rates in a bid to keep capital flows in and combat rising 

inflation.  

The 24-member coalition controls 55% of  global oil supply and 90% of  proven reserves, which 

gives it a level of  influence never seen before. Shale oil’s resilience and resurgence present 

OPEC+ with a dynamic problem as their high costs decline gradually. The effectiveness of  the 

coalition’s strategy will depend on it staying the course long enough to force shale producers to 

blink first – even if  it means further cuts.  
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The transformative impact of digital 
technology in Nigeria 

D igital technology has 

enabled Nigeria to become the 

country with the seventh larg-

est number of  internet users in 

the world. According to Inter-

net Live Stats, which monitors 

global Internet use, the num-

ber of  internet users in the 

country soared from 78,740 in 

2000 to over 60mn in 2018.3 

Over this period Internet pen-

etration jumped from 0.1% to 

46.1% of  the population. 

Nearly all access to the net-

works has been through mo-

bile devices. So although Ni-

geria's trade links to global 

markets have remained largely 

limited to a few commodities, 

Nigerians now have significant 

presence on social media. For 

example, Nigeria is the largest 

market in Africa for Facebook, 

with 16mn of  its people using 

the platform monthly and 7mn 

accessing it daily, according to 

data from the world's biggest 

social media network.4  

It was therefore unsurprising 

that Facebook co-founder and 

chief  executive, Mark Zucker-

berg, chose Nigeria as the first 

country in Sub-Saharan Africa 

to visit. During his trip in Au-

gust 2016, Mr. Zuckerberg met 

several software developers 

and entrepreneurs in Lagos. 

Many of  the aspiring entrepre-

neurs he met have themselves 

engaged in start-ups that aim 

to apply information and com-

munications technology (ICT) 

to addressing social and eco-

nomic issues in the country. 

For many Nigerian entrepre-

neur, Zuckerberg's visit to their 

country was an important vali-

dation of  the hitherto little 

recognised work being done by 

local digital start-ups. During a 

meeting with Nigeria's presi-

dent, Muhammadu Buhari, in 

Abuja, the federal capital, the 

Zuckerberg told the president 

how impressed he was by the 

interest, energy and entrepre-

neurial spirit shown by the 

youths.  

Also noteworthy, the CEO of  

Twitter, Jack Dorsey, also made 

it a point of  action to visit Ni-

geria on his recent tour of  Af-

rican nations. 

3https://www.statista.com/statistics/183849/internet-users-nigeria/ 
4https://www.statista.com/statistics/972927/number-of-facebook-users-nigeria/  
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Impressive ICT growth 

New businesses face enor-

mous challenges to succeed in 

Nigeria, including poor infra-

structure, shortage of  skilled 

labour, lack of  capital and bu-

reaucratic hurdles. Despite this, 

the ICT sector has achieved 

remarkable growth since the 

state ended its monopoly in 

telephone services in 2001 and 

began to licence private opera-

tors. The contribution of  tele-

communications and infor-

mation services to Nigeria's 

GDP has grown from 

N29.4bn in 2000 to N6.25trn 

in 2018 (US$30.8bn at the 

2015 rate). In the short to me-

dium term, ICT is unlikely to 

match oil and gas as a source 

of  government income or gen-

erate as much export earnings, 

but the growth of  digital tech-

nologies will probably have a 

much bigger impact on shap-

ing and driving growth of  Ni-

geria's underdeveloped econo-

my.  

Widening access to a range of services 

Access to the Internet has given a large and 

growing number of  ordinary Nigerians a win-

dow to the outside world and a channel to 

transmit and receive ideas and knowledge. Un-

like the oil and gas, the growth of  ICT is having 

a direct impact on many sectors of  the econo-

my. It has enabled workers in many fields to be-

come more productive by having better access 

to market information. From taxi drivers to ar-

tisans and market traders, mobile technology 

has become an essential tool of  production.  

Improving financial inclusion 

Mobile devices are helping to expand access to financial services to millions of  unbanked people, 

especially those living outside of  Nigeria's main urban centres. The total volume and value of  mo-

bile payments and web-based transactions have grown in recent years, although they are still less 

than in developing countries such as Kenya that have invested more in digital finance to extend the 

reach of  financial services. With the high cost of  establishing and running traditional bank branch-

es constraining their growth in Nigeria, inclusion of  the roughly one-third of  the population cur-

rently excluded from financial services will probably depend on the spread of  digital finance. 
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Infrastructure development is key 

Much will depend on whether the government 

maintains a regulatory environment that encour-

ages private investment in ICT development. In 

this respect, there is concern in the industry that 

a bill before the National Assembly which seeks 

to impose a 9% tax on communication services, 

including phone calls, Internet and cable televi-

sion, may deter investors, if  enacted. The govern-

ment says revenue generated from the proposed 

communications service tax would go into im-

proving infrastructure in the industry.  

Although private telecoms firms may lament the 

extra tax, the authorities are correct that develop-

ing infrastructure is key for the future of  the sec-

tor. Although the growth of  mobile-phone usage 

has been extraordinary, progress in fixed-line 

broadband access has been much less impressive. 

This could soon change as the Nigerian Commu-

nications Commission has announced its inten-

tion to start licensing infrastructure companies 

for the country's six geopolitical zones. The se-

lected companies, supported by government sub-

sidy, will deploy optic fibre backbone infrastruc-

ture to deliver fast, reliable broadband services to 

households and business. This is a major under-

taking, probably prone to delay, but if  completed 

will boost access, bring down costs and propel 

the sector further forward. ICT is indeed one of  

the bright spots in Nigeria's economy. 

Country Score 

South Korea 96 

Germany  89 

USA 83 

UK 79 

Japan 78 

France 77 

Italy 75 

China 72 

Canada 67 

Australia 64 

Russia 62 

Saudi Arabia 54 

Turkey 53 

Brazil 50 

India 50 

South Africa 48 

Argentina 46 

Vietnam 43 

Mexico 39 

Nigeria 29 

Indonesia 275 

5Bloomberg Businessweek 

Digital Economy Opportunity 

(higher index scores are better) 
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Is the Global Economy about 
to Rebound? 

Global Perspective: culled from Financial Times 

Evidence suggests the downturn is ending but recovery is expected to be weak 

Financial markets have been riding high this month, signaling rising optimism about the global 

economy only a few weeks after the IMF described it as “precarious”. 

With 2019 looking certain to post the worst global economic performance for a decade — reflect-

ing rising US-China trade tensions and their dampening impact on exports and industrial produc-

tion — investors see possible green shoots of  recovery next year and do not want to miss out on 

potential gains.  

Some of  this is not surprising. The IMF and other forecasters expect 2020 to be better than 2019, 

but the market moves in recent weeks raise the question now as to whether the outlook is much 

improved. 

Investors’ enthusiasm may be overblown. So far the evidence suggests the slide in the global econ-

omy is coming to an end, but the pace of  recovery is still expected to be weak.  

Markets anticipate broad upturn 

Financial markets pride themselves on being forward-looking, catching on to trends before they 

are obvious in the economic data. Markets have certainly been pointing towards a broad recovery.  

With many equity markets close to all-time highs, investors believe the prospects for corporate 

profitability have improved sharply since the start of  the fourth quarter. Government bond yields, 

a good indicator of  economic optimism, have risen across advanced economies, suggesting cen-

tral banks will not have to work hard to stimulate economic growth and inflation.  
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“As 2019 draws to a close, the market is pricing in economic recovery, with equities in the US hit-

ting new highs and long yields well off  the recent lows,” said Ric Deverell, economist at invest-

ment bank Macquarie.  

Global trade shows signs of stabilisation 

Much of  the fear regarding the global economy in October stemmed from the real possibility that 

the global trade wars would intensify. In the past month, the news has been positive.  

The chance of  a disruptive no-deal Brexit as the UK looks to leave the EU have dropped sharply 

after prime minister Boris Johnson withdrew objections to a customs border in the Irish Sea. Ten-

sions also eased between the US and China, and Donald Trump did not impose tariffs on Europe-

an cars by his mid-November deadline.  
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These trends have become visible in trade data, with global goods trade volumes growing in the 

most recent two months of  data from July and August. This month, investment bank J.P. Mor-

gan’s export order element — which tracks companies’ orders of  foreign goods and services — 

of  its global purchasing managers’ index for October improved by the largest amount in four 

years — albeit from a low base.  

GDP growth forecasts for 2020 stop falling 

While the improvement in the trade outlook has buoyed financial markets, it has not yet found its 

way into economic forecasts. The outlook for 2020 growth has stopped getting worse, but upticks 

in forecasts remain tiny according to data from Consensus Economics, which averages forecasts 

from major independent economists.  

After watching the “slide in the global econo-

my” over the past 18 months, Peter Hooper, 

global head of  Economic Research at 

Deutsche Bank, noted that in recent weeks 

there were “tentative signs of  an easing” in 

the downward trends.  

Though the signs are still nascent, some are celebrating the end of  ever more gloom in forecasts. 

“There are definite signs among global activity indicators that the worst of  the slowdown is be-

hind us,” said Innes McFee, managing director of  macro and investor services at the consultancy 

Oxford Economics. 

Europe industrial output beats expectations 

Although many survey indicators have continued to deteriorate, such as the regular forward-

looking economic sentiment indicator from the European Commission, others are now showing 

more positive signs.  

The PMI indices for manufacturing in October, released this month, improved for the majority of  

the countries in the world, including big industrial powers such as Germany, the US and South 

Korea.  
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In Europe, data on industrial production increased 

for the most recent two consecutive months, inter-

rupting a period of  steep contraction. Even Germa-

ny — which has suffered the most in the region 

from the industrial downturn — reported stronger 

than expected export growth and industrial orders in 

September.  

The improvement in the Eurozone's powerhouse is important. “German indicators are highly 

correlated with global trade dynamics,” said Katharina Utermöhl, senior economist at insurer Alli-

anz.  

Despite these increases, however, the outlook is still muted. Eurozone industrial production is still 

contracting on an annual basis and German manufacturing output was down 5 per cent in Sep-

tember compared to the same month last year.  

But still no clarity for end of the year 

The modest uptick in data does not yet provide convincing evidence for a broad-based global re-

covery. Monthly data remain volatile and many of  the more positive industrial indicators represent 

only small proportions of  the world economy. 

When economists allowed a computer algorithm to evaluate the data, for instance, the outlook 

does not seem to have changed as much. According to analysis by Now-casting.com, a macroeco-

nomic monitor, recent data releases from around the world have been mixed and do not point 

clearly to an improved outlook for the fourth quarter of  this year. Improvements in the Eurozone 

are offset by weaker data in the US, Canada and Japan.  

“We expect global growth to edge up over the course of  

2020, but the pace of  recovery will be weak by past stand-

ards,” said Neil Shearing, the group chief  economist at Capi-

tal Economics. “Policy will have to remain accommodative.” 

There still needs to be a lot more movement in the data be-

fore economists will join financial markets in believing the 

worst of  the global economic slowdown is over.  
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Credit growth quickens in October 
Global Perspective: Culled from EIU 

Event 

Credit to the private sector increased by 11.5% year on year in October, marking the second-

fastest increase since June 2017. 

Analysis 

Annual growth in credit to the private sector contracted over much of  2017 and 

grew by an average of  1.9% in 2018. In 2019 the situation picked up, and credit 

to the private sector has been growing by double digits since April. A 50-basis-

point rate cut in March will have contributed, but the Central Bank of  Nigeria 

(CBN) has also been using more direct, unorthodox monetary tools to stimulate 

lending. One of  these was to impose a minimum loan to deposit (LTD) ratio, to 

which banks had to adhere. This came into force in July at a threshold of  60% 

and was raised to 65% in late September. As a result, lending rates appear to 

have been forced down (albeit marginally) and momentum in credit growth 

kept up. Asset quality and banking sector health are liable to suffer from incen-

tive distortions such as this, but the CBN is prioritising economic growth within 

a context of  inflexibility. Annual inflation is running well above the CBN's up-

per ceiling of  9%, at a rate of  11.6% in October, meaning there is simply no 

space for further rate cuts without compromising market confidence—as the 

apex bank has itself  acknowledged.  

http://country.eiu.com/article.aspx?articleid=318514015&Country=Nigeria&topic=Economy&subtopic=Forecast&subsubtopic=Monetary+policy+outlook
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Despite the credit uptick, most banks already exceed the intermediation threshold, and the LTD 

ratio cannot be raised indefinitely. Seemingly in recognition of  this, the latest device being em-

ployed is to bar retail and corporate (non-financial) from buying short-term Open Market Opera-

tion bills, which are issued by the CBN. One aim of  this is seemingly to divert more liquidity into 

bank deposits, thereby reducing the LTD ratio and prompting faster credit extension to uphold 

the minimum 65% threshold. Alternatively, the move could drive down yields on Treasury bills 

and encourage banks to lend more to businesses that way. However, a sizeable budget deficit 

means that there will be plenty of  debt to buy for banks who are hitting the LTD floor and prefer 

the surety of  government paper. The depths of  the credit slump are clearly past, but real growth 

in lending is unlikely until monetary policy can be loosened.  

Impact on the forecast 

Until inflation is brought down and monetary easing can resume (which we forecast to happen 

from 2021), credit conditions will remain tight. As a result, we continue to expect real GDP 

growth of  2% in 2020.  
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Macroeconomic Indicators November 1st – 15th 
Power Sector 

The average power output from the national grid was 3,646MWh/h within the period November 

1st -15th. This is 5.87% higher than the average of  3,444MWh/h in the corresponding period in 

October. During the period, Nigeria experienced a  power grid collapse which led to a 33.16% 

drop in power output to 2,546MWh/h (2-month low) on November 9th from 3,809MWh/h on 

November 8th. The dominant constraint on this day was high frequency resulting from unavaila-

bility of  distribution infrastructure, constraining 2,842.6MWh/h from being available on the grid. 

Total constraints during the review period amounted to 55,669MWh/h, resulting in revenue loss 

of   N26.72bn, annualized at N641.28bn. 

Outlook 

There has been no water constraint at the 

grid in the last couple of  months due to in-

tensified rainfall. However, the rainy season 

is almost over and the dry season is fast ap-

proaching. Hence, power output will be 

largely dependent on gas availability.   

Impact  

In the event of  a decline in power supply, companies that are heavily reliant on power supply will 

have to source for alternative energy. Depending on the elasticity of  demand for the commodity, 

firms will be left with two options. These are – either passing on the excess costs to customers in 

the form of  higher commodity prices or absorbing the extra costs which will in turn push up their 

operating expenses and constrain margins.  

Money Market 

At the interbank money bank, the average opening position was long at N334.42bn between No-

vember 1st – 15th, compared to N242.77bn in the relative period in October. This increase in mar-

ket liquidity filtered through to a sharp drop in the average short-term interbank rates. On the av-

erage, NIBOR (OBB, O/N) fell by 191bps to 6.04% p.a. from an average of  7.95% p.a. in the 

first half  of  October.  

6 

6FGN, FDC Think Tank 
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OMO issues in the first half  of  November amounted to N849.31bn while N1.16trn matured, 

compared to N438.92bn OMO sales and N1.02trn OMO maturity in the same period in the pre-

ceding month. This resulted in total net inflows of  N310.69bn, 46.53% below the net inflows of  

N581.08bn in the first half  of  October. 

T/Bill yields declined across all market segments in the first half  of  November. At the primary 

market, it declined to 7.80%, 9.00% and 10.00% for the 91, 182 and 364-day tenors respectively. 

At the secondary market, it declined to 8.41%, 8.79% and 12.97% for the 91, 182 and 364-day 

tenors respectively. 

7 

7FDC Think Tank  

Primary Market  

T/bills 

Tenor 

Rate on 

Oct 30th   

(% pa) 

Rate on Nov 

13th  (% pa) 

Direction 

 91 9.50 7.80  

182 10.45 9.00  

364 11.50 10.00  

Secondary Market 

T/bills 

Tenor 

Rate on 

Nov 1st    

(% pa) 

Rate on Nov 

13th   (% )pa 

Direction 

91 11.45 8.41  

182 11.68 8.79  

364 13.00 12.97  

Outlook 

The bearish trend in interest rates is expected to be sustained in the coming weeks as banks jostle 

to increase their loan-to-deposit ratio to 65% in line with the CBN’s directives. The CBN has also 

restricted local corporate and retail investors from OMO activities. The immediate impact of  this 

was a shift to the equities market which resulted in an increase in the stock market capitalization 

and a reduction in T/bills and money market interest rates. Lower interest rates could discourage 

savings/investments and likely result in an increase in system wide liquidity.  
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Impact 

An increase in market liquidity will continue to depress short term interbank rates.  

Forex Market 

The Nigerian forex market is segmented with multiple exchange rates. The most important rate is the Investors and 

Exporters window (IEFX). No less than 55%-60% of  Nigerian forex transactions are traded on this window. 

The CBN and most exporters and investors use this window. It serves not only as a source of  price discovery but 

also a barometer for measuring potential and actual CBN intervention in the market. Some of  the exchange rate 

determinants are balance of  payments, capital inflows and trade balance. 

Exchange Rate 

In spite of  the steady depletion of  the external reserves, the currency was relatively stable across 

all windows in the first half  of  November. It traded flat at N359/$ at the parallel market but ap-

preciated marginally at the interbank foreign exchange market to close at N306.9/$ on November 

15th from N307/$ on November 1st.   

At the IEFX window, the exchange rate hovered between N362.5/$ and N362.9/$. During the 

review period, activities increased at the window, evidenced by the  77.19% rise in total forex trad-

ed to $3.03bn from $1.71bn in the corresponding period in October.  

8 

Outlook 

We expect the naira to remain stable in the near term as the CBN continues to intervene in the 

market. Meanwhile, the steady depletion of  the external reserves could put a strain on the CBN’s 

ability to intervene in the market.  

8FDC Think Tank  
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Impact 

A stable exchange rate will aid investment decision making. This is because foreign investors are 

usually concerned about the ease of  repatriating their funds. Exchange rate stability is also positive 

for key sectors such as manufacturing that are highly dependent on imported inputs.  

External Reserves 

The gross external reserves continued its declining trend in the first half  of  November, losing 

0.94% ($380bn) to close the period at $40.06bn from $40.44bn on November 1st. This brings the 

country’s import cover to 9.97months from 10.07months on November 1st. The continuous fall in 

the external reserves was in part driven by the deteriorating global oil prices.  

9 

Outlook  

If  the current trend is sustained, 

gross external reserves is likely to 

fall below the $40bn threshold in 

the coming weeks. 

Impact 

Investors most times rely on the gross external reserves as a measure of  a country’s state of  

health. A continuous depletion of  the external reserves could douse investor confidence and in-

crease capital reversals. This could mount pressure on the currency. Also, a continuous fall in the 

reserves level will reduce the quantum and frequency of  the CBN’s intervention in the forex mar-

ket.  

9CBN, FDC Think Tank  
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Commodities Market - Exports 
Nigeria is an export dependent economy. It derives over 80%-90% of  its export revenue from crude petroleum and 

LNG. 

Oil Prices 

The average price of  Brent crude rose by 4.21% to $62.35pb in the first half  of  November from 

$58.66pb in the corresponding period in October. Oil futures increased by 3.10% to $63.3pb on 

November 15th from $61.69pb on November 1st. This was partly due to renewed optimism of  a 

US-China trade deal. 

10 

Outlook 

We expect oil prices to trade slightly 

above $60pb, supported by signs of  

rapprochement between US and Chi-

na and lower global crude stockpiles  

Oil production 

Oil production was 2.16% lower at 1.81mbpd in October. This was in spite of  an increase in the 

country’s rig count to 18 from 17 in September. However, OPEC’s crude oil production rose by 

943bpd to an average of  29.7mbpd. This was due to an increase in output in Saudi Arabia, Vene-

zuela, Gabon and Kuwait. 

11 

10Bloomberg, FDC Think Tank  
11OPEC, FDC Think Tank  
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Outlook  

Oil production is projected to hover around 

1.8mbpd in subsequent months, barring any 

disruption in the oil producing states.  

Impact 

Crude oil accounts for approximately 90% of  

Nigeria’s export revenue. Higher oil prices and 

output will be positive for the country’s weak 

fiscal and external buffers.  

Natural Gas 

The average price of  natural gas during the review period was $2.73/mmbtu which is 19.74% 

higher than the average of  $2.28/mmbtu in the first half  of  October. However, prices declined 

marginally by 0.74% to $2.69/mmbtu on November 15th from $2.71/mmbtu at the beginning of  

the month. This was partially as a result of  a surge in  Iran’s LNG production and a build-up in 

US LNG inventories. 

Outlook 

As the winter season approaches, we expect a 

pick-up in demand for natural gas. This is likely 

to push up prices. However, robust output from 

Iran and the US will help to taper prices. 

Impact 

Liquefied natural gas is Nigeria’s second main 

export; higher prices will have a positive im-

pact on the country’s export earnings.  

Cocoa  

During the review period, the average price of  cocoa soared by 3.20% to $2,551/mt from $2,472/

mt in the first half  of  October. Prices also increased by 7.20% to $2,681/mt on November 15th 

from $2,501/mt at the beginning of  the month, despite improved weather conditions in Ivory 

Coast and Ghana, prices were supported by strong global demand. 

12 

12Bloomberg, FDC Think Tank  
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Outlook 

We expect prices to decline in the coming weeks on expectations of  higher output in Ghana & 

Ivory Coast. 

Impact 

Cocoa is Nigeria’s second main non-oil export commodity. An increase in cocoa prices means 

higher government revenue. It will also have a positive impact on the country’s external reserves 

and foreign exchange earnings. 

Commodities Market - Imports 
Wheat  

The price of  wheat averaged $512.61/bushel between November 1st –15th. This represents a 2.98% 

increase when compared to the average of   $497.77/bushel in the same period in October. Mean-

while, prices fell by 1.94% to $506.00/bushel on November 15th from $516.00/bushel on Novem-

ber 1st. This was due to strong global supply. 

13 

14 

13Bloomberg, FDC Think Tank  
14Bloomberg, FDC Think Tank  
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Corn  

The average price of  corn dipped 2.70% to $380.55/bushel in the first half  of  November from 

$391.11/bushel in the corresponding period in October. Corn prices also decreased by 2.18% to 

close the review period at $380.75/bushel from $389.25/bushel at the beginning of  the period. 

This was driven by a boost in US’ corn exports. 

Outlook - Grains 

The US Department of  Agriculture has re-

vised downwards the US 2019 grain fore-

cast. Possible reduction in output could 

push up prices in the near term. 

Impact 

Higher wheat prices will push up production costs for wheat dependent firms.   

Sugar 

On overage, sugar prices increased by 0.24% to $12.62/pound in the first half  of  November from 

$12.59/pound in the relative period in October. Sugar prices also rose by 2.24% to close the peri-

od at $12.76/pound from $12.48/pound on November 1st. This was partly due to lower Ukraini-

an sugar exports 

15 

16 

Outlook 

Increased sugar demand from Iran and 

some other Asian countries coupled with 

lower production in South Africa to push 

prices up in the near term.  

Impact 

Nigeria is the largest importer of  sugar in Sub-Saharan Africa. Rising sugar prices will increase the 

country’s import bill which will in turn have a negative impact on the country’s trade balance. The 

impact of  this will be a reduction in government revenue and external reserves.  

15Bloomberg, FDC Think Tank  
16Bloomberg, FDC Think Tank  
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Stock market Update 
The NSE ASI gained 1.9% to close at 26,851.30 points on November 15th relative to its close of  

26,355.35 points on October 31st. In the same vein, market capitalization rose 1.87% (N240bn) to 

N13.07trn. In the 23-trading day period, the market gained in 6days and lost in 4. 

The NSE traded at a price to earnings (P/E) ratio of  6.82x as of  November 15th, 4.7% lower than 

the close of  October 31st (7.16x). The market breadth was positive at 1.77x as 55 stocks gained, 

30 lost while 81 stocks remained unchanged. 

In the same vein, the market saw an increase in activity level. The average volume traded rose by 

18.3% to 156. 4mn units, while the average value of  trades increased by 13.86% to N3.78bn. 

All sector indices recorded an increase during the review period except the consumer goods and 

oil & gas sub sectors. The banking sector gained the most with 13.04%, followed by the industri-

als sector (4.67%). 
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Jaiz Bank PLC topped the gainers’ list with a 42% increase in its share price. This was followed by 

Cornerstone Insurance Plc (37.78%), Law Union & Rock Insurance Plc (30.95%), Law Union 

(15.38%) and Access Bank (29.63%). 

TOP 5 GAINERS (N)     

Company 
Nov.  

01'19 

Nov. 

15'19 

Absolute 

Change 
% Change 

Jaiz Bank PLC 0.50 0.71 0.21 42.00 

Cornerstone Insurance PLC 0.45 0.62 0.17 37.78 

Law Union & Rock Insurance PLC 0.42 0.55 0.13 30.95 

Access Bank PLC 8.10 10.50 2.40 29.63 

FBN Holdings PLC 5.30 6.85 1.55 29.25 

The laggards were led by Unilever Nigeria Plc (-23.08%), International Breweries Plc (-17.18%), 

Ikeja Hotel Plc (-11.21%), Total Nigeria Plc (-9.98%) and Presco Plc (-9.90%). 

TOP 5 LOSERS (N)         

Company Nov.  01'19 Nov. 15'19 
Absolute 

Change 

% 

Change 

Unilever Nigeria PLC 24.05 18.50 -5.55 -23.08 

International Breweries PLC 11.35 9.40 -1.95 -17.18 

Ikeja Hotel PLC 1.07 0.95 -0.12 -11.21 

Total Nigeria PLC 123.20 110.90 -12.30 -9.98 

Presco PLC 38.40 34.60 -3.80 -9.90 

Outlook  

We expect the market to remain volatile in the near term due to weak investor confidence. Not-

withstanding, the sharp decline in T/Bills coupon rates is expected to drive demand for equities, 

which should push up the index at the end of  November.  
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Equity Report: Unilever Nigeria  
Analyst Note 

Underwhelming performance dragged by weak consumer spending 

Unilever Nigeria recorded one of  their worst performances 

in 9M’19 in the consumer goods sector and in the history of  

the company. It recorded a 28.6% decline in revenue to 

N51.63bn from N72.3bn due to a decline in sales and their 

inability to increase prices. Management stated that the com-

pany had to tighten credit terms to key distributors to mini-

mize non-performing receivables, which had been building 

up. Consequently, the food and home and personal care 

businesses lost sizeable market share, and were down -56% 

y/y and -70% y/y respectively. The loss in market share can 

be attributed to the inability of  its brands to compete as 

price points have shifted downwards. Its bottom line (PAT) 

declined by 94% to N540.7mn from N9.56bn due to a 61% 

increase in finance cost to N442.7mn from N274.1mn.  

Compared to our target price of  N17.02, which was based 

on intrinsic valuation, the share price is currently overval-

ued. Accordingly, we recommend a SELL rating on Unilever 

Nigeria. Based on the current price of  N18.5, our target 

price implies a 10% downside potential for the stock. 

Analyst Recommendation: SELL 

Market Capitalization: N166.5 billion  

Recommendation Period: 365 days 

Current Price: N18.5  

Industry: Consumer Goods  

Target Price: N17.02  

Cost containment continues to be a constraint 

Unilever Nigeria is grappling with the issues of  production and finance costs – and so far found 

them to be herculean tasks. Although a horizontal analysis of  line items shows production costs 

declined by 15% according to its 9M 2019 result, the vertical analysis showed otherwise as pro-

duction cost as a percentage of  revenue increased to 81% in 2019 relative to 68% in the same pe-

riod in 2018. This was partly due to the increase in the cost of  raw materials, which was exacerbat-

ed by the growing import ban list. This remains a major concern as a quarterly review of  their 

2019 result has shown a struggle to increase top line. 
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Although the rights issue completed in the second half  of  2017 helped reduce finance costs as it 

was used to offset some of  its foreign currency liabilities and meet working capital requirement, 

recent result showed a 61% increase in finance cost y-o-y but an 86.2% decline from the figure 

recorded prior the rights issue. 

Its parent company recently revealed plans to make significant investment in R&D – driven by the 

need to reduce the use of  plastics. Although Unilever Nigeria is likely to benefit from the deci-

sion, this usually takes time to materialize and the significance of  the impact is not certain.  

The growing Nigerian population and the quasi-necessity nature of  its product presents a good 

opportunity for the company to grow its revenue. Recent research has shown that pricing is a key 

factor to success as smaller brands have been able to increase their market share due to their lower 

prices. Unilever is unlikely to reduce the prices of  its products, as it will likely imply selling below 

its cost of  production. 

Based on the mixed signals in its performance, we recommend a SELL on Unilever Nigeria 

stocks. 

Industry and Company Overview 

Unilever Nigeria is one of  the longest serving fast moving consumer goods (FMCGs) companies 

in Nigeria, with over 12 household brands. It started operations as Lever Brothers Nigeria (West 

Africa Soap Company) Limited in April 1923, promoting community welfare and delivering supe-

rior service. Globally more than 6 in every 10 households make use of  at least one Unilever prod-

uct, with a range of  over 400 brands.   

42African Development Bank (AfDB)  
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Unilever Nigeria’s products can be broadly categorized into three business segments: food prod-

ucts including tea and savoury; personal care products, including skin care and oral care products; 

and, home care products, including fabric care, household cleaning and water purification products. 

In its bid to reduce production cost, Unilever Nigeria collaborated with sister companies in Ghana 

and Côte d’Ivoire to take advantage of  large-scale economies. This arrangement contributed about 

2% to company revenue, increasing Unilever’s FX earnings and access to cheaper raw materials.  

Weak consumer spending has adversely affect-

ed the industry majorly. The Nigerian consum-

er market is yet to recover from enormous ad-

justments in spending pattern. The economy is 

largely skewed towards household consump-

tion with food spending accounting for ap-

proximately 60% of  income, thus remaining a 

strong fundamental attraction. Given that the 

industry depends on agriculture commodities 

(cocoa, wheat, sugar, palm oil, etc.) sourced in 

the international market or locally but priced in 

USD, Nigeria’s forex challenges elevated the 

vulnerabilities of  the sector, which climaxed 

with the ban of  41 items in 2015.  

The currency depreciation effect triggered 

higher cost of  production, which is now re-

flected in prices that have been largely passed 

to final consumers despite stiff  competition. 

Weak income levels have necessitated painful 

adjustments that resulted in negative conse-

quences on aggregate volume. Nature of  

goods, product innovation and branding has 

been the bases of  competition amongst play-

ers. High operation cost has created a drag on 

the industry performance. 

Excitingly, Nigeria’s compelling demographic 

configuration places her as the largest consum-

er market in Sub-Saharan Africa. This supports 

the need to increase investment as shown by 

the decline in free cash flow due to increase in 

capital investment. However, there is a cloud 

of  concern as the defense strategy of  the big 

brands whose profitability have been en-

croached as they lose market share to smaller 

brands. 

Fast moving consumer goods companies move with the time   



 37 

 



 38 

 

Misalignment between parent and Unilever Nigeria strategies 

Unilever Nigeria’s parent company, Unilever UK, has been known to pursue shareholders’ returns 

by focusing on new product and emerging markets. This is because most of  the parent company’s 

products are at the maturity stage, experiencing lackluster growth. They have been known to push 

growth by investing and controlling medium size companies, aggressively cutting cost and im-

proving efficiency of  these acquisitions. 

Outside the Nigerian market, Unilever has moved to gradually divest from its food brands, while 

focusing on its personal care and home care business segments. 

Unilever Nigeria, on the other hand, has focused on short-term growth with emphasis on opera-

tional intensity and cost efficiency to grow market share and reinvest in its iconic brands. This has 

been quite different from the parent’s strategy. The move to divest its spread business has shown a 

negative impact as revenue from good segment has significantly declined. In addition, Unilever 

Nigeria has not embarked on expansion through acquisition of  medium sized brands, as excess 

capacity exists to grow organically. 

This misalignment might imply that Unilever UK’s objective is to grow Unilever Nigeria organi-

cally, until the market reaches saturation. Once saturation is realized, the parent would assess the 

option of  repositioning. The rate of  innovation and the intensity of  competition in the Nigerian 

market points to the need to reposition Unilever Nigeria if  it is to maintain its long-term rele-

vance in Nigeria. 
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Balance sheet for Unilever Plc

N'000 2012 2013 2014 2015 2016 2017 20189M'2019 2019E

Property, plant and equipment 19,265,833      23,224,938    24,830,779    27,368,919    29,272,186    29,880,704      29,677,539      33,554,749        

Intangible assets 1,962,124         1,627,836      1,398,037      1,168,581      940,124         705,890            448,488            312,077             

Other non-current assests 259,986            222,070         398,220         208,809         140,160         79,486              48,353              -                      

Employee loan receivable 87,807              122,301         128,348         127,979         111,671         130,310            65,531              65,531               

Retirement benefit surplus 143,600            155,642         409,712         290,382         484,621         329,235            293,219            293,219             

Non-Current Assets 21,719,351      25,352,787    27,165,096    29,164,670    30,948,762    31,125,625      30,533,130      34,225,576       

Inventories 7,230,127         6,988,379      8,614,597      6,173,113      9,878,499      11,478,532      13,928,867      11,359,423        

Trade and other receivables 5,637,668         8,143,362      8,544,431      10,142,845    18,945,578    27,621,489      30,188,189      20,648,582        

Employee loan receivable 52,785              85,628            77,215            85,201            72,918            79,384              49,005              49,005               

Cash and bank balances 1,857,693         3,183,958      1,334,916      4,435,244      12,474,141    50,493,595      57,144,182      19,110,394        

Assets held for sale -                     -                  -                  171,411         171,411         -                     -                     -                      

Derivative assets -                  -                  -                  285,740            -                     

Current Assets 14,778,273      18,401,327    18,571,159    21,007,814    41,542,547    89,958,740      101,310,243    51,167,404       

Total Assets 36,497,623      43,754,114    45,736,255    50,172,484    72,491,309    121,084,365    131,843,373    85,392,980       

Ordinary share capital 1,891,649         1,891,649      1,891,649      1,891,649      1,891,649      2,872,503         2,872,503         2,872,503          

Share premium 45,717              45,717            45,717            45,717            45,717            56,812,810      56,812,810      

Retained earnings 7,896,863         7,410,556      5,541,442      6,065,887      9,752,577      16,223,062      23,104,230      

Equity Attributable to Owners of the Company 9,834,229        9,347,922      7,478,808      8,003,253      11,689,943    75,908,375      82,789,543      

Non-Controlling Interest -                  -                  -                  -                     -                     

Total Equity 9,834,229        9,347,922      7,478,808      8,003,253      11,689,943    75,908,375      82,789,543      87,116,042       

Deferred tax liabilities 1,233,244         2,340,980      2,853,240      3,060,591      3,942,337      4,484,871         3,652,125         3,652,125          

Retirement benefit obligations 2,595,222         2,707,428      2,756,505      3,369,353      2,613,268      3,454,370         2,021,360         2,021,360          

Long service award obligations -                     355,974         341,871         266,548         181,166         205,745            209,510            209,510             

Other employee benefits -                     60,846            44,104            88,494            74,150            85,902              -                     

Deferred income -                     86,250            128,292         95,537            62,781            30,025              -                     -                      

Loans and borrowings 145,183            782,074         762,602         591,055         414,275         219,770            3,782                5,003,782          

Non-Current Liabilites 4,182,944        6,333,552      6,886,614      7,471,578      7,287,977      8,480,683        5,886,777        10,886,777       

Trade and other payables 14,929,943      21,091,750    15,111,163    22,542,842    32,476,502    33,408,820      38,610,839      30,310,875        

Income tax 2,986,689         1,360,447      212,770         159,840         502,855         2,799,203         4,555,820         2,042,652          

Bank overdrafts 4,358,775         2,570,758      3,953,395      4,535,672      -                  -                     -                     

Loans and borrowings 23,317              3,027,668      12,060,749    7,426,543      20,501,276    454,528            394                    394                     

Restructuring provision 181,727            -                  -                  -                  -                     -                     -                      

Deferred income 22,017            32,756            32,756            32,756            32,756              -                     -                      

Current Liabilites 22,480,451      28,072,640    31,370,833    34,697,653    53,513,389    36,695,307      43,167,053      32,353,921       

Total Liabilites 26,663,395      34,406,192    38,257,447    42,169,231    60,801,366    45,175,990      49,053,830      43,240,698       

Total Equity and Liabilites 36,497,624      43,754,114    45,736,255    50,172,484    72,491,309    121,084,365    131,843,373    130,356,741     
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Management & Government Overview 

Unilever Nigeria’s Board is led by His Majesty Nnaemeka A. Achebe CFR, MNI, Obi of  Onitsha. 

He is a well-travelled monarch, with extensive leadership experience having served as director on 

numerous company boards.  

The management is led by Mr. Yaw Nsarkoh, a Ghanaian who joined the company in 1994. Be-

fore his appointment as Managing Director of  Unilever Nigeria and Executive Vice President 

(EVP) of  Unilever Nigeria and Ghana in 2014, he served in various positions over the last 24 

years within the company. He is a seasoned speaker on business issues and has been pivotal to 

aligning Unilever Nigeria’s vision to that of  the parent company. 

The Board of  Unilever Nigeria consists of  other seasoned professionals with good knowledge 

and technical skills in the consumer goods space. The management of  Unilever Nigeria has reiter-

ated its commitment to improve shareholders’ value and the company’s environmental footprint. 

But, little has been achieved in the area of  cost control, which has contributed to the poor perfor-

mance. This affirms the need for management to review some of  its cost control policies. The 

management need to intensify its adoption of  local content and establish long contracts that re-

duce the unit cost of  acquiring raw materials.  

More than 70% of  Unilever Nigeria’s ownership is strategically owned; Unilever Oversees Hold-

ings BV Holland and Unilever Oversees Holdings BV control more than 67%, while Stanbic 

Nominees Nigeria controls about 10% (directly and indirectly). The parent company retains a 

strong grip on the company and has stated its intention to acquire up to 75% of  Unilever Nigeria 

as part of  its long-term strategic plan. This demonstrates the commitment of  the parent and the 

growth potential of  the Nigerian market. 

 Chairman 

Nnaemeka A. Achebe  

 Managing Director  

Mr. Yaw Nsarkoh 
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The Bulls Say and the Bears Say 

Bulls say:  

 Strong brand equity  

 Large footprint in Nigeria 

 Strategic alliance and support from parent company provides 

a competitive advantage 

 Potential to increase FX earnings by intensifying export drive 

 Move to achieve 100% local sourcing by 2020 would reduce costs 

 Growing awareness and sophistication to drive sales in personal care segment 

Bears say: 

 Maturing food product segment and intense competition 

 Difficult operating environment 

 Weak consumer spending 

 Increasing competition from smaller brands 

 Cost containment remains a key constraint 

 Slow economic growth 

 Increase in parent company control to threaten minority shareholders’ interest 

 High import dependence exposes Unilever Nigeria to FX volatility 
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Our valuation of Unilever Nigeria 

Using Discounted Cash flow (DCF) methodology, we estimated a stock price of  N17.02, which is 

an 8% downside on the current price of  stock of  N18.5 as at November 21, 2019. With a dis-

count rate (Weighted Average Cost of  Capital (WACC)) of  17.4% derived using a 12.75% risk free 

rate (FGN 5-year Bond as at November 2019), a Beta of  1.05, after cost of  debt of  14.2%, and a 

market risk premium of  6.4%. The long-term cash flow growth rate to perpetuity (8.1%) was de-

rived by multiplying the return on equity of  10% by the retention rate of  81%. 

Risks and Outlook  

Over the years, Unilever Nigeria has consistently outperformed the economy. This is evident by 

revenue growth over the last six quarters, which exceeded economic growth throughout the period. 

The recession experienced last year created a niche market for value brands, as numerous consum-

ers switched to low-end value brands. Most of  these brands, through innovation and creativity, are 

using the path to recovery to further establish a firm customer base to improve their foothold in 

the market. They pose a real threat to Unilever Nigeria who has lagged in new product develop-

ment.  

Unilever Nigeria has also struggled in keeping costs low, which has encroached on its margins. As-

sessing the intensity of  competitive rivalry in the market, cost control is a critical success factor. 

The limitation on cost reduction despite declining top line revenue means Unilever Nigeria is oper-

ating inefficiently. 

Being a net importer, Unilever Nigeria is looking to improve its FX earnings, thereby exposing it to 

volatility in destination countries. Hence, the move by the management to mitigate these risks in the 

short term will determine the company’s position in the long term. We recommend a SELL pend-

ing the outcome of  the management move to deploy its balance sheet to push growth. 



 43 

 

Important Notice 
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